SENATE FI NANCE COWM TTEE
March 27, 2009
9:08 a. m

9:08:15 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
nmeeting to order at 9:08 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senat or Johnny Ellis

Senat or Joe Thomas

VEMBERS ABSENT

Senat or Donny O son

ALSO PRESENT

David Teal, Director, Legislative Finance Division; Karen
Rehfeld, Director, Ofice of Mnagenent and Budget, Ofice

of the CGovernor; Senator Welechowski, Bill; Mchelle
Sydeman, Staff, Bill Welechowski; Brian Rae, Econom st,
Departnent of Labor and Wrkforce Devel opnent (DOL); Gey
Mtchell, Drector, Departnment of Labor and Wrkforce

Devel opnent (DCL); Joe Plesha, Chief Legal Oficer, Trident
Seaf oods; Nei | Macki nnon, Omer and Operator. Al aska
Laundry, Juneau; Weston Eiler, Staff, Senator Bert Stedman.

PRESENT VI A TELECONFERENCE

John Faul kner, Owner, Lands End Resort, Honer; Chrystal
Schoenrock, N kiski, Self; Pat Luby, Advocacy Director,
Al aska Association of Retired Persons (AARP), Anchorage;
Chris WIson, Subway of Al aska, Anchorage; Pete Boehlen |,
UFCW Local 1496, Eagle River; Jay Sutherland, Wndy's
Al aska, Anchorage; Robert MCormck, @ acier Brewhouse,
Chugi ak; Jack Anom Partner, Marx Brothers Café, Anchorage;
Dave Lanbert, Owner , Enmerald |Isle, Fai r banks; St eve
Josw ak, United Food Commercial Wrkers (UFCW 1496,
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Fai rbanks; Bill Bubbel, Owner, The Punp House Restaurant,
Fai r banks; Zebul on Wodnan, Laborers 942, Fairbanks; d enn
Brady, Silver @uilch, Fairbanks; Fred Rosenberg, Red Robin,
Anchorage; Vince Beltram, Alaska Federation of Labor and
Congress of Industrial Organizations (AFLCIO; Tony Ross,
CFQ, COcean Seaf oods.

SUMVARY

SB 1 "An Act increasing the mninmm hourly wage, and
creating an annual adjustnment to the m ninum
hourly wage based on the rate of inflation; and
providing for an effective date."
SB 1 was HEARD and HELD in Committee for further

consi der ati on.

SB 24 “"An Act naming the bridge over Hanmer Slough on
Nordic Drive in Petersburg the Louis Mller
Bridge."
SB 24 was REPORTED QUT of Committee with a “do
pass” recomendation and a previously published
fiscal inpact note: FN1 (DOT).

SB 25 “"An Act naming the South Mtkof Island ferry
term nal the R chard ' Dewey’ Duval | Ferry
Term nal . "

SB 25 was REPORTED OUT of Conmittee with a *“do
pass” recomendation and a previously published
fiscal inpact note: FN1 (DOT).

CSHB 81(FIN) anm(brf sup maj fld)
"An Act meking appropriations for the operating
and | oan program expenses of state governnent,
for certain prograns, and to capitalize funds;

maki ng suppl enment al appropri ations; maki ng
reappropriations; and providing for an effective
date."

SCS CSHB 81 (FIN) was REPORTED out of Conmmttee
with a "do pass" recommendati on.

CSHB 83(FIN)

"An Act meking appropriations for the operating
and capital expenses of the state's integrated
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conpr ehensi ve nment al heal th program and
providing for an effective date.

SCS CSHB 83 (FIN) was REPORTED out of Committee
with a "do pass" recommendati on.

#hb8s1
#hb83
CS FOR HOUSE BILL NO. 81(FIN) anm(brf sup maj fld)

"An Act making appropriations for the operating and
| oan program expenses of state governnment, for certain
prograns, and to capitalize funds; making suppl enenta
appropriations; making reappropriations; and providing
for an effective date.

CS FOR HOUSE BILL NO. 83(FIN)

"An Act making appropriations for the operating and
capital expenses of t he state's i ntegrated
conprehensive nental health program and providing for
an effective date.™

Co-Chair Stedman MOVED to ADOPT Anendnent 1. Co-Chair
Hof f man OBJECTED.

OPERATI NG BUDGET AMENDMENT

OFFERED IN:  The Senate Finance Committee
TGO SCS CSHB 81(FIN)

OFFERED BY: Senat or Hof f man

Part A — Fund Source Change

DEPARTMENT: Commerce, Community and Econom c
Devel opnent

APPROPRI ATI ON: Qualified Tr ade Associ ation
Contracts

ALLOCATI ON: Qualified Tr ade Associ ati on
Contracts

FUND CHANGE: $381.2 Vehicle Rental Tax (1200)

($381.2) General Fund (1004)
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Part B — Fund Source Change

DEPARTMENT: Corrections
APPROPRI ATI ON: lnmate Health Care
PART 1
ALLOCATI ON: Behavi oral Health Care
FUND CHANGE: $1, 130.1 General Fund (1004)
(%1, 130.1) PFD Cri m nal Fund
(1172)
PART 2
ALLOCATI ON: Physical Health Care
FUNDI NG CHANGE: (%1, 388.6) General Fund (1004)

$1,388.6 PFD Crimnal Fund (1171)

Part C — Fund Source Change

DEPARTMENT: Fi sh and Gane

APPROPRI ATI ON: Commerci al Fisheries

ALLQOCATI ON: West war d Regi on Fi sheri es

Managenent

FUND CHANGE: $793.7 Federal Receipts (1002)
($793.7) Capi t al | mpr ovenent

Proj ect Receipts (1061)

Part D — Fund Source Change

DEPARTMENT: Fish and Gane

APPROPRI ATI ON: Wl dlife Conservation

ALLQOCATI ON: Wildlife Conservati on Speci al

Projects

FUND CHANGE: $930. 0 Federal Receipts (1002)
($930.0) Capi t al | mpr ovenent

Proj ect Receipts (1061)
Part E — Technical Correction (subcommttee intent)

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATl ON: Behavi oral Heal th
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ALLOCATI ON: Behavi oral Health Grants

Convert an Increment to a One-tinme | ncrenent

Part F — Technical Correction (subcommttee
i ntent)

DEPARTMENT: Nat ural Resources

Part 1

APPROPRI ATl ON: Resour ce Devel opnent

ALLOCATI ON: O 1 and Gas Devel opnent

ADD: $566, 700

FUNDI NG SOURCE: CGeneral Fund (1004)

Part 2

APPROPRI ATI ON: Resour ce Devel opnment

ALLOCATI ON: Gas Pipeline |Inplenmentation

ADD: $100, 000 CGeneral Fund (1004)

ADD: Four Per manent Ful I -Ti me

Positions (PFT)

Part 3

APPROPRI ATI ON: Par ks and Recreati on Managenent
ALLCOCATI ON: Par ks Managenent

ADD: $55, 600 CI P Recei pts (1061)
DELETE: $55, 600 General Fund (1004)

Part G — Technical Correction (subcomrittee intent)

DEPARTMENT: Transportation and Public

Facilities

APPROPRI ATI ON: Mari ne Hi ghway System

ALLQOCATI ON: Mari ne Vessel Operations

DELETE: Intent Wyrdage sec.l, page 41
line 24
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I t S t he i ntent of t he
| egi slature that noney allocated
for t he Mar i ne Transportation
Advi sory Board not be spent for
any ot her purpose.

Part H — St at ew de

DEPARTMENT: St at ew de

ADD: $2, 713, 700

FUNDI NG SOURCE: Multiple fund sources per change
records submitted electronically
to t he Legi sl ative Fi nance
Di vi si on

ADD: to sec. 24(a) in SCS CSHB81(FIN)

and sec. 10(a) in SCS CSHB83(FIN),
Sal ary and Benefit Adjustnents:

(--) Public Enployees Local 71, for the Labor,
Trades, and Crafts Unit
(--) Marine Engineers Beneficial Association

DAVID TEAL, Dl RECTOR, LEG SLATI VE FINANCE DI VI SI ON
expl ai ned Anmendnent 1. He observed that the anendnent makes
techni cal changes to the operating budget. The Legislative
Fi nance Division (LFD) nonitors a nunber of fund codes to
prevent overspending. Currently tw codes remain under
spent.

M. Teal explained Part A:

EXPLANATI ON:  Traditionally, appropriation of vehicle
rental tax receipts equals the anount of receipts
collected in the prior <closed fiscal year. This
anmendnent has no inpact on funding |evel or category
(tax receipts are classified as GF); its purpose is
sinply to ensure that all tax receipts are accounted
for. This allocation was selected because it contains
the |l argest share of tax receipts.

M. Teal explained Part B:
EXPLANATI ON: Part 1 of this amendnment replaces
$1,130.1 of PFD Criminal Funds with general funds in
order to elimnate PFD Crimnal funds from the
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Behavioral Health Care allocation and concentrate the
PFD Crimnal fund source in the Physical Health Care
al | ocati on.

EXPLANATI ON: Par t 2 of this anendnent repl aces
$1,388.6 of general funds with $1,388.6 PFD Crim nal
Funds. O this amount, $258.5 is PFD Crimnal Funds
made available by renoving the fund source from the
capital budget. The remaining $1,130.1 reflects a
fund change in the Behavioral Health Care Allocation
(Part 1) in order to concentrate the fund source in
t he Physical Health Care all ocation.

9:11:11 AM

M. Teal described Part C and Part D
EXPLANATION: Uilize federal receipts to support the
Bering Sea crab research program

EXPLANATI ON: Uilize federal receipts to support
Pi nni ped Research (steller sea lions, harbor seals,
i ce seal s) program

M. Teal noted that the subcommittee intended part E as a
one tinme increment. The anendnent corrects the m st ake.

EXPLANATI ON: $210, 000 of general fund/nental health
funding was added by the Senate Finance Subcommttee
to conbat Alaska’'s statewi de heroin epidemc. When
the transaction was adopted by the Subcommttee, it
was intended to be a one tine increment, however, it
was inadvertently adopted as an increnent in the
Subcomm ttee close out. This anmendnment wll not
change the anount, funding, or purpose, but wll
sinply add $210,000 as a one-tine increnent to renove
the waitlist for these services.

EXPLANATI ON: The Governor’'s Ofice transferred $391.7
to DNR during FY09, as a one-tine item in the FY09
budget. The noney was properly renoved from the FY2010
budget request. DNR then requested an FY2010 transfer
of the deleted funding, and that transaction
(erroneously) appears in the bill. This anendnent
negates the transfer of the funds to the new GGas
Pi peline I npl enmentati on conponent.
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M.

In addition, the subcommttee considered reducing the
Governor’s $1,318.1 “workload increase” request by
$175.0. Although the subcommttee did not intend to
i npl enent t he reducti on, it appear ed in t he
subcomm ttee report. Part 1 of this amendnent restores
funding and position count to the |evels requested by
t he Governor.

EXPLANATI ON:  The Governor requested a transfer of
$390.0 from the Governor’'s Ofice. The subcommittee
consi dered reducing the Governor’s request by $100.0.
Al t hough the subcommittee did not intend to inplenent
the reduction, it appeared in the subcommttee report.
Part 2 of this amendnent restores funding to the |evel
i ntended by the subcommittee. The additional positions
are associated wth the transfer described in Part 1
of this amendnent.

Teal explained that the closeout docunents did not

accurately reflect the subcommttee s action.

EXPLANATI ON:  The subcommittee denied the Governor’s
request for a position associated with the Chil koot
bear viewi ng area, but did not deny an associ ated fund
source change. Part 3 corrects the funding source for
the position; it reduces G- instead of CIP receipts.

9:12: 52 AM
EXPLANATI ON: | ntent wordage was adopted in the House
but not in the Senate Finance Sub Commttee. However,
the intent wordage was inadvertently included when
preparing the close-out for the Senate Finance Sub
Conmittee.
M. Teal observed the intent Ilanguage in Part G was
i nadvertently included in the bill contrary to the
subconm ttee’s intent. He noted that Part H is a statew de
amendment .

EXPLANATI ON: The Labor, Trades, and Crafts bargaining
unit has reached a tentative agreenent with the state
for fiscal years FY2010 - FY2012. In FY2010 wages w ||
increase 1.5% and the state's contribution for health
insurance wll increase from $870.00 to $913 per
enpl oyee per nont h.
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M.
bill.

The Marine Engineers Beneficial Association reached
agreenent earlier; funding appears in the CS, but the
associ ation was omitted fromsec 24.

Teal observed agreenents added to Section 24 of the

Co-Chair Hoffman WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 1 was ADOPTED

9: 14:

10 AM

Co-Chair Stedman MOVED to ADOPT Anmendnent 2. Co-Chair
Hof f man OBJECTED.

OFFERED BY: Senat or Hof f man

ADD: New subsections to section 21 (Fund Transfers)
to read:

"(v) If the balance of the oil and gas tax credit fund
(AS 43. 55. 028) IS i nsufficient to pur chase
transferable tax credit certificates issued under AS
43.55.023 and production tax «credit certificates
issued under AS 43.55.025 that are presented for
pur chase, the anount by which the tax «credit
certificates presented for purchase exceeds the
bal ance of the fund is appropriated from the genera

fund to the oil and gas tax credit fund (AS
43.55.028)." “(w) The sum of $450, 000,000 is
appropriated fromthe oil and gas tax credit fund (AS
43.55.028) to the general fund.” (Effective date June
30, 2009)

M. Teal explained Anendnent 2.

EXPLANATI ON: The anmount required to purchase tax
credit certificates is difficult to predict. This
amendnent will ensure that the fund has a balance
sufficient to purchase all «certificates presented,

whi l e reducing the buil d-up of reserves.

EXPLANATI ON: The oil and gas tax credit fund has a
bal ance of nmre than $550 mllion. The value of
certificates presented for purchase has averaged about
$50 mllion annually. This anmendnent reduces the
bal ance of the fund to about $100 million, which is
expected to be sufficient to purchase all certificates
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presented during FY09 and FY2010. If the value of
certificates presented in FY2010 exceeds expectations,
the addition of subsection v ensures that all
certificates can be purchased.

M. Teal observed the second part of the anendnent, which
i ncludes funds sufficient for additional clainms during FY09
as well as those presented in FY10.

Co-Chair Hoffman WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 2 was ADOPTED.

9:16: 22 AM

Co-Chair Stedman MOVED to ADOPT Anendnent 3. Co-Chair
Hof f man OBJECTED.

Co-Chair Stedman reviewed the anendnent. He stated that SB
81 appropriates $11 million nore to general funds for the
Al aska Marine Hi ghway System (AVHS) than appropriated in

the bill’s house version. The Senate CS appropriates
approximately $10 mllion less from the AVHS fund all ow ng
the elimnation of the fund’s $5 million capitalization.

Co-Chair Stednman explained that the legislature created a
reserve account for AVHS. The Marine H ghway was required
to approach the Legislative Budget and Audit (LBA)
commttee for use of funds during tinmes of shortfalls. The
amendnent remnds AVHS of an available legislative
appropriation. To access the noney, AVMHS nust contact LBA

Co- Chai r Hof f man W THDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 3 was ADOPTED.

9:19:22 AM

Senator Ellis MOVED to ADOPT Anendnent 4. Co-Chair Hoffnan
OBJECTED.

DEPARTMENT: Uni versity of Al aska

APPROPRI ATI ON: Uni versity of Al aska Anchorage
ALLOCATI ON: Anchor age Campus

ADD: $1, 025, 000 General Funds 1004

(%1, 025,000) University Receipts 1048
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Senator Ellis discussed the anmendnment, which included
funding appropriations for the Integrated Science Building
i n Anchor age.

EXPLANATI ON: This budget already includes $500,000 in
Ceneral Funds, as does the version passed by the House
of Representatives for rmaintenance and operation.
Wthout the addition of general funds, the Anchorage
canpus will be forced to cannibalize existing prograns
to keep from nothballing this significant facility,
which would double the available |ab space for
priority health and science workforce devel opnent
progr ans.

Senator Ellis stressed the abundance of public testinony
for the University' s Integrated Science Buil ding.

Co- Chair Hof fman observed that the total dollars allocated
to the University of Alaska would remain the sanme, while
the funding sources shift between general funds and program
receipts. Some responsibility is transferred from the
general fund to University receipts.

Senator Ellis noted that a thorough understanding of the
University's budget process would be advantageous to the
Senate Finance Commttee. Co-Chair Hoffman echoed the
comments of Senator Ellis and added that the appropriations
to the University remain the same. The funds are the sane
whether they are identified as general fund dollars or
University receipts. The legislature did not reduce the
University’'s program receipt authority t hr ough t he
budget ary process.

Co-Chair Hoffman WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 4 was ADOPTED

9:23:22 AM

Senat or Thonas MOVED to ADOPT Anmendnment 5. Co-Chair Hof f man
OBJECTED.

DEPARTMENT: Uni versity of Al aska

APPROPRI ATI ON: Budget Reducti ons/ Additions
ALLOCATI ON: Syst em Reducti ons/ Addi ti ons
FUND CHANGE: $1, 193,800 CGeneral Funds (1004)
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($1, 193, 800) University Receipts (1048)
Senat or Thonmas explained Amendnment 5, which is a fund
change fromgeneral funds to University receipts.

Co-Chair Hoffman WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 5 was ADOPTED

9:24:18 AM

Senat or Thomas MOVED to ADOPT Anendnent 6. Co-Chair Hoff nan
OBJECTED.

Senat or Thomas revi ewed Anendnent 6.
Expl anati on:

This anmendnent restores funding for the Departnent of
Fish and Gane’s public shooting ranges to the level in
the adjusted base in the governor’s requested $614.1
t housand. The shooting ranges are in Fairbanks,
Anchorage, and Juneau. The shooting ranges receive no
general funds and operate with nmoney in the fish and
gane fund from shooting range user fees and sal es of
hunting licenses and tags. The Fish and Gane fund is a
dedicated fund and cannot be used for general
governnment activities.

Senator Huggins expressed support for the anendnent. He
observed that MatSu residents do not have a shooting range
al though they contribute fees when purchasing hunting
| i censes.

Co- Chair Stedman echoed the remarks of Senator Huggi ns and
observed that his district does not have a shooting range.
He suggested that the issue of shooting range equity is a
br oader statew de issue.

Co- Chair Hof fman observed support for the issue during the
publ i c hearing process. He W THDREW hi s OBJECTI ON

There being NO OBJECTION, it was so ordered. Anendnent 6
was ADOPTED

9:28: 33 AM
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Co-Chair Stedman MOVED to ADOPT Anendnent 7. Co-Chair
Hof f man OBJECTED.

OFFERED BY: Senator Hof f man

DEPARTMENT: Departnment of Education and Early
Devel opnent

APPROPRI ATI ON: Teachi ng and Lear ni ng Support
ALLCOCATI ON: Early Learni ng Coordi nation

ADD: $200, 000 General Fund (1004)

Co- Chair Hof fman explained that Amendnment 7 received the
greatest support during the public hearing process.

EXPLANATI ON: This increment funds Best Beginnings
early childhood education efforts by adding $200, 000
to support early literacy and the Imagination Library
in providing matching grants to local conmunities to
pur chase children's books.

Co-Chair Hoffman WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 7 was ADOPTED.

9:30:18 AM

Co-Chair Stedman MOVED to ADOPT Anendnent 8. Co-Chair
Hof f man OBJECTED.

OFFERED BY: Senator Hof f man

DEPARTMENT: Heal t h and Soci al Services
APPROPRI ATl ON: Ofice of Children's Services
ALLQOCATI ON: O fice of Children’s Managenent
ADD: $30, 000 General Fund (1004)

Co- Chair Hof f man observed the w despread support for foster
care PSA funds.

EXPLANATI ON: Produce a television and radio Public
Servi ce Announcenent (PSA), highlighting the need for
Al aska foster hones in the state, and urging Al askans
to learn nore about beconming a foster parent. The
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PSAs would air on television and radio via the Al aska
Broadcaster’s Association’s Non-conmercial Sustaining
Announcenent Program ( NCSA) . Through this “Comrunity
Voice” program the PSAs would be placed on 21
television stations and 60 radio stations across the
state for approximately a nonth and a half at two
different tinmes during the year. The PSA woul d al so
be placed on APRN for four weeks (two weeks at two
times during the year) because of its reach into rura
Al aska. The $30,000 includes visual scripting,
direction, talent coordination, on |location shoot,
pre/ post production work and dub to stations. The ads
woul d reach approximately 80,000 Al askans, and the
response rate is expected to be about 3%-that 1is
2,400 people who will seek out nore infornmation about
becom ng foster parents. The Departnent shall in its
di scretion, utilize these funds at radio and
television outlets that produce the nost effective
out r each.

Co-Chair Hoffman WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 8 was ADOPTED

9:31:16 AM

Co- Chair Hof f an observed that Amendnent 9 woul d be Hel d.

Co-Chair Stedman MOVED that Senate CS for CSHB 81 (FIN) as
anended be reported out of Comrittee wth individual
recomrendati ons and that authorization be given to the
Legislative Finance Division and the Legislative Legal
Services to make any necessary technical and/or conform ng
amendnent s.

Senat or Huggi ns conplenented the cooperation between the
two bodi es.

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDGET,
CFFICE OF THE GOVERNOR, expressed gratitude for the
conmmittee’s work and acknow edged minor issues requiring
resol ution.

Aroll call vote was taken on the noti on.

I N FAVOR: Huggi ns, Thomas, Ellis, Hoffman, Stedman
OPPCSED:
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Senator O son was absent fromthe vote.

The MOTI ON PASSED (5-0).

There being NO OBJECTIQON, it was so ordered.

Co- Chair Stedman MOVED that Senate CS for CSHB 83 (FIN) as
anended be reported out of Commttee wth individual
recommendations and that authorization be given to the
Legislative Finance Division and the Legislative Legal
Services to make any necessary technical and/or conform ng
amendnent s.

Aroll call vote was taken on the notion.

I N FAVOR: Huggi ns, Thomas, Ellis, Hoffrman, Stedman
OPPOSED:

Senator O son was absent fromthe vote.
The MOTI ON PASSED (5-0).

There being NO OBJECTION, it was so ordered.

9:38:32 AM RECESSED
1: 36: 59 PM RECONVENED
#sbl

SENATE BILL NO. 1

"An Act increasing the mninmum hourly wage, and
creating an annual adjustnment to the mninmum hourly
wage based on the rate of inflation; and providing for
an effective date."

SENATOR BI LL W ELECHOWBKI di scussed the | egislation

Al aska’s cost of living is one of the highest in the

nati on. The cost of food, housi ng, utilities,
transportation and health care are far greater here
than in nost states. Despite this, Alaska has the
| owest mninmum wage on the west coast. Or egon,
Washi ngton, California and Hawaii all have higher
m ni rum wages, as do twelve other states. In addition,
in July 2009, the federal m ninmmwage wll increase to

$7.25, surpassing Al aska’'s rate of $7.15.

CS for SB 1 (L&) w Il increase Alaska s mninmm wage
from $7. 15/ hour to one dollar above the federal m nimum
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wage. If Alaska’s mninmm wage, l|last raised in 2003,
were to have kept pace with the rate of inflation, it
woul d be roughly $8.78/ hour in 2010. This bill would
rai se our mninmumwage in 2010 to $8. 25/ hour.

An estimated 22,254 Al askans (7.4% of the workforce)
earn |less than $8. 75/ hour and woul d benefit from this
| egi sl ati on. Wrkers that earn the current Al aska
m ni mum wage nmake roughly $14,872/year, which is little
nore than the federal poverty level for Al aska
($13, 530). Twenty-five percent of those who earn
just under $8/ hour are parents. Many are the sole wage
earners in their househol d.

Econom ¢ studi es show that higher wages lead to greater
productivity, lower recruiting and training costs,
decreased absenteeism and increased worker norale.
Studi es have not docunented negative enploynent inpacts
(e.g., job loss) due to increases in the m ni rum wage.

As welfare reform forces nore poor famlies to rely on
their earnings from |ow paying jobs, a mninm wage
increase will help alleviate poverty and inprove the
standard of living for many Al askans fam i es. Pl ease
join us in supporting this critical |egislation.

Co-Chair Stednan asked for the current mninum wage in
Washi ngton and Oregon. M CHELLE SYDEMAN,  STAFF, Bl LL
W ELECHOWBKI answered that m ni nrum wages are $8.55 per hour
i n Washi ngton and $8. 40 per hour in Oregon.

Co-Chair Stedman asked about potential studies with a focus
on increasing mninum wage in a weakening economny. M.
Sydeman answered that she was not aware of an economc
study with a focus on m ni nrum wage.

1: 45: 00 PM

Co- Chair Stedman asked about the inpact of m ninum wage on
the serving industry. He supposed that a mninmm wage
i ncrease nmight also have an effect on the fishing industry.

Ms. Sydeman cited information from the Departnent of Labor
stating that the nunber of people enployed for m ni num wage
in the fishing industry is relatively |ow

Co-Chair Hof fman asked about mninmum wage exenption for
enpl oyers providing food and housing. M. Sydeman answered
that she was not famliar with housing allowances of other
st at es.
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Senator Ellis reviewed the criticism that young workers
m ght lose their jobs if the m nimumwage is increased.

1: 47: 26 PM

Ms. Sydeman cited a study by Dr. Paul Wl fson addressing
the effect that |low wage has on enploynent for young
peopl e.

Senator Huggins relayed a conversation with a fisherman
regarding the low demand for fish products. He expressed
the concern that boosting enployee’'s salaries would
increase the cost of fish, nmeking it a nore difficult
product to sell.

Senator W el echowski responded that Al aska has high fuel
transportation, and cost of living. He noted that each
state has a separate policy call regarding m ni mrum wage.

Senat or Huggi ns noted that unenploynent |evels are high and
nost industries are asking their workforce to decrease
sal aries. He opined that raising wages during tinmes of high
unenpl oynent does not worKk.

1:51: 46 PM

M. Welechowski cited a study showi ng zero econom c i npact
resulting from increasing the mninmm wage. In the current
econom c condition, raising the mninmm wage has not been
studied. He stated that many other states set the value
hi gher than Al aska. He opined that Alaska renains
relatively unscathed by the recession and the |egislation
all ows Al aska to keep wages on par wth other states.

Senator Huggins noted the stock market crash of 1929, when
enpl oynent was scarce

1: 54: 32 PM

M. Welechowski conmented that even during good econonic
tinmes, small businesses do not support m ni mum wage
i ncreases. Senator Huggins argued that the |egislature nust
work within the current econom c setting.

M. Wel echowski pointed out that SB 1, scheduled for July
1 2009, was held until January 1 2010. He inforned that
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many econom sts predict the recession is in a “bottomng
out” phase and an uptick will occur by the second half of
this year.

Senator Huggi ns voiced that he supported an adjustnent to
the m ninum wage, particularly a deferred m ni nrum wage, but
the concept may require reinvestigation after the econony
recovers.

Senator Thonas judged that there is never an ideal tinme for
a raise in small businesses.

1: 57: 11 PM

Senator Ellis spoke about the petitions received in his
district. He asked for information affecting the debate in
other regions of the state. He nentioned sacrifices were
needed to make the changes.

M. Welechowski stated that he was not in charge of the
petitions. He stated that there is a large silent majority
wi shing for an increased mni num wage. He stressed that the
people currently surviving on mnimum wage need relief. He
suggested that 80 percent of those polled want this bill to
pass.

2:00: 09 PM

Co- Chair Hof fman nmentioned the chart “Estimated Al aska 2007
Enpl oyment by Industry and Below Certain Wages,” (Copy on
File). He asked for a simlar chart identifying regions of
the state. M. Sydeman answered that the Departnent of
Labor could probably provide a simlar chart organized by
regi on.

Senator Huggins <clarified that stinmulus bill projects
requi re Davi s-Bacon wages. Senator W el echowski agreed that
federal noney does wusually require Davis-Bacon wages.
Senator Huggins did not know what Davis-Bacon wages were
Senat or Wel echowski inforned that the Davis-Bacon wages
are determ ned by the class of worker.

2:02:13 PM

Co-Chair Stedman asked about distribution of incone by
region and industry.
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BRI AN RAE, ECONOM ST, DEPARTMENT OF LABOR AND WORKFORCE
DEVELOPEMENT (DOL), answered that state wages are estinated
by industry and occupations, but there is not adequate
regi onal data.

Co- Chair Stedman asked how many people in Al aska work for
m ni mum wage. M. Rae answered that estimation is
difficult. The sanple is provided for certain wage |evels
conducted by surveys asking Al askans about their earnings.
The wage estimates for 2007 were provided on “Estinmated
Al aska 2007 Enploynent by Industry and Below Certain
Wages, " (Copy on File). He stated that there were 8,790
people making less than $7.75 per hour, wequaling 2.9
percent of all state enpl oyees.

2: 06: 07 PM

Co-Chair Stednman asked for a definition of Davis-Bacon and
its potential relationship with mninmm wage. M. Rae
answered that firnms are analyzed via survey to determ ne
wages paid to enployees, but there is no differentiation
about Davis-Bacon wages. Co-Chair Stedman asked for the
definition of Davis-Bacon.

GREY M TCHELL, DI RECTOR, DEPARTMENT OF LABOR AND WORKFORCE
DEVELOPMENT (DCL), stated that the Davis-Bacon |aw requires
a prevailing wage rate be pai d for particul ar
classifications on public construction projects that are
over $2000 in value. The question about whether it would be
necessary for stinulus projects depends upon the project.

2:08: 09 PM

Co-Chair Stedman requested wage earnings for Prince of
Wal es Island. He asked if the administration had a position
on SB 1. M. Mtchell answered that the administration’s
position was neutral.

Senat or Thomas asked how often wage surveys are conducted
M. Rae answered that data is collected every six nonths
and aggregated over the course of three years.

Senat or Thonmas asked if the survey could be perforned to
include various industries. He asked about a potential
breakdown of the study by judicial district for regional
di agnosi s.
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M. Rae answered that the United States Bureau of Labor and
Statistics is i nvol ved in t he st udy i mposi ng
confidentiality restraints limting allowable information.
Information identifiable to a single enployer cannot be
legally identified.

2:11:26 PM

Co-Chair Stedman asked the departnment to alert the 13,000
Al aska residents about the position of the adm nistration

M. Rae stated that, as an economst, he is sinply
inform ng about economic estinates. He alleged that the
department has not taken a position on the bill.

Co-Chair Stedman asked where the mninum wage earning
citizens are working.

M. Rae answered that estinmates for 2007 were provided on
“Estimated Al aska 2007 Enploynment by Industry and Bel ow
Certain Wages,” (Copy on File). Most seafood processing
enployment is in the mnufacturing industry. The | argest
category is for accommodati ons and food service.

Senator Huggins asked for exanples in the “nmanufacturing
category.”

2:14:59 PM
M. Rae responded that predom nant nmanufacturers were
seaf ood pr ocessi ng, | oggi ng oper at i ons, and smal

manuf acturers creating handcrafted goods to sell for the
tourist trade. Senator Huggins assumed wood products and
| ogging operations are currently factored out. M. Rae
concurred.

Senat or Huggins asked about the fish processing industry,
which tends to enploy seasonally. M. Rae clarified that
the seasonal industry addressed enploynment in periods of
nont hs.

Senator Huggins hoped that the |egislature could broaden
the manufacturing tinme for the fish processing industry.

2:16: 44 PM

JOE  PLESHA, CH EF LEGAL OFFI CER, TRI DENT  SEAFOODS,
expl ained that Trident Seafoods was a seafood processing,
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mar ket i ng, and harvesting conpany with shore Dbased
facilities throughout Al aska. Most enployees of Trident
Seafoods are paid greater than mninum wage. Every siXx
nonths, the wage is increased by $.15. Alaska is recruited
with many local residents hired. A large percentage of the
wor kf orce consists of local residents. Trident Seafood
operates in renote |ocations across the state making the
job of finding local I|abor sources. He cited a potential
exanpl e about an increase in mninmm wage and the inpact on

the fishing industry. In the case of Trident Seafood, a
$.50 increase in the mninumwage will increase |abor costs
by $4 mllion and a dollar increase wll increase |abor
costs by $8 mllion.

2:20: 00 PM

M. Plesha inforned that the increase in |abor costs would
greatly influence the cost of fish.

Co-Chair Stedman asked for advice regarding the ideal
timeframe for inplenenting a change in the m ni num wage.

M. Plesha stated that Trident Seafoods is prepared for an
increase in the mnimum wage. They would prefer an increase
after January 1, 2010, allowing the industry tinme to
pr epar e.

Senator Huggins noted a concern voiced to him by a
fi sherman about an increase in the price of fish without an
increase in the m ninum wage. He requested clarification.

M. Plesha stated that Trident Seafoods sells their product
with cost involved for production. The noney paid to the
fishermen is available follow ng costs. As production costs
i ncrease, the avail able revenue for fishernen decreases.

2:23:41 PM

Co-Chair Stednman asked for a brief explanation of the
enpl oyment cycle. M. Plesha answered that the | argest
operation is in full production from January through April.
He stated that Trident Seafoods enploys approxi mately 900
peopl e during peak production seasons.

NEI L MACKI NNON, OAMNER AND OPERATOR. ALASKA LAUNDRY, JUNEAU,

REPRESENTATI VE FOR THE NATI ONAL FEDERATI ON OF | NDEPENDENT
BUSINESS (NFIB) testified in opposition to SB 1. He
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explained that he supervises five enployees who are
prisoners at Lenron Creek Correctional Center as a
contractual |abor arrangenent with correctional industries.
He does not enploy others at mninmm wage. An increase in
the mninum wage could complicate his contract with the
Lemon Creek Correctional Center

2:29: 10 PM

Senator Huggins asked about the rates for workman's
conpensation. M. Mackinnon answered that his rates are
$.07 per dollar, which factor into his costs along wth
soci al security payroll taxes and Medi care.

2:30:34 PM

JOHN FAULKNER, OWNER, LANDS END RESORT, HOVER (testified
via teleconference), in opposition to SB 1. He stated that
an increase in the cost of business with the current state
of the econony is wong. He opined that a m nor adjustnent
to the mninmum wage m ght be appropriate. Tips received by
servers should be treated as wages and are not included in
the data presented to the conmttee. He stated that half of
the tips are included for workman's conpensation. He
supported postponing a small increase in the mninmm wage
until the beginning of next year. He was opposed to tying
the state mninum wage to the federal mninum wage. He
spoke in favor of a tip credit.

CHRYSTAL SCHOENROCK, NI KISKI, MEMBER NFIB (testified via
tel econference) in opposition to SB 1. She commented that
the country was in a recession making this a poor tine for
an increase in the mninum wage. She advocated for waiting
until January 2010.

PAT LUBY, ADVOCACY DI RECTOR, ALASKA ASSOCI ATI ON OF RETI RED
PERSONS (AARP), ANCHORAGE (testified via teleconference) in
support of SB 1. He spoke in support of older Al askan
citizens forced to return to work for mninmm wage due to
the downturn in the econony.

2:36: 59 PM

CHRIS WLSON, SUBWAY OF ALASKA, ANCHORAGE (testified via
tel econference) in opposition to SB 1. He spoke of the
recession and the inpact on small businesses. He stated
that he did support a smaller increase in the m ni num wage.
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Co- Chair Stednan asked about the wage increase requested by
M. WIlson. M. WIson answered that he was in support of a
$. 50 increase.

PETE BOEHLEN , UFCW LOCAL 1496, EAGLE RIVER (testified via
tel econference) in support of SB 1. He represented union
menbers that earn little nore than mninmum wage who are
struggling financially. He expressed the desire to help
peopl e earning mni numwage to earn a |iving wage.

JAY SUTHERLAND, WENDY' S ALASKA, ANCHORAGE (testified via
tel econference) in opposition to SB 1. He opined that the
mar ket woul d gui de wages adequately. He spoke in favor of a
tip credit.

2:41: 49 PM

ROBERT MCCORM CK, GLACI ER BREWHOUSE, CHUG AK (testified via
tel econference) in opposition to SB 1. He supported a
provision for a tip credit.

JACK  AMOM PARTNER, MARX BROTHERS  CAFE, ANCHORAGE
(testified via teleconference), spoke in opposition to SB
1. He spoke to the basic unfairness of the |egislation
toward the restaurant industry.

2:48: 02 PM

DAVE LAMBERT, OMER, EMERALD | SLE, FAI RBANKS (testified via
tel econference) in opposition to SB 1. He stated that the
| egislation would close his business and negatively affect
non-profit organi zations. He stated that raising the
m ninum wage as suggested in SB 1 would increase his
payroll by $40 thousand a year or $48 thousand with taxes
and workman’s conpensation included. He suggested that he
woul d have to lay twenty people off and he, as the business
owner would earn | ess than m ni nrum wage.

2:51:11 PM

STEVE JOSW AK, UNI TED FOOD COWWERCI AL WORKERS (UFCW 1496,
FAI RBANKS (testified via teleconference) in support of SB
1. He rem nded that the same argunments against an increase
in the mninum wage were present in 2002 when the issue was
| ast addressed. He suggested that it is norally wong to
refrain from addressing the stagnant wages of m ni num wage
ear ners.
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BILL BUBBEL, OMER, THE PUWP HOUSE RESTAURANT, FAI RBANKS
(testified via teleconference) in opposition to SB 1. He
stated that his business earnings are down 15 percent. He
noted that he pays seven percent for taxes on tips. He felt
that this bill would have a significant negative inpact on
Al askans. He advocated for a tip credit to offset the extra
cost due to the wage increase.

2:54:51 PM

ZEBULON WOCODMAN, LABORERS 942, FAIRBANKS (testified via
t el econf erence) in support of SB 1. He expressed
di sappoi ntnent about the renoval of the annual adjustnent.
He stated that mninmum wage has not increased since 2002

while the cost of living has increased substantially. Wge
increases wll trickle down to other sectors of the
econony.

2:57: 13 PM

GLENN  BRADY, SILVER GULCH, FAl RBANKS (testified via
tel econference) in opposition to SB 1. He felt that the
bill would not help the people who really need it. He
encouraged a delay allowing the consideration of a
beneficial tip credit.

2:58: 30 PM

FRED ROSENBERG, RED ROBI N, ANCHORAGE (testified via
tel econference) in opposition to SB 1. He stressed that
m ni mum wage earning enployees in his restaurant earn their
nmoney largely fromtips as opposed to hourly wage. He felt
that only the highest paid restaurant workers would benefit

fromthe bill. He felt that adding a tip credit provision
to the bill would be beneficial.
3:01: 39 PM

VI NCE BELTRAM, PRESIDENT, ALASKA, AMERI CAN FEDEATION OF
LABOR and CONGRESS OF | NDUSTRI AL ORGANI ZATIONS (AFLCIO
(testified via teleconference) in support of SB 1. He spoke
about the punitive inpact of tip credits.

3:05:52 PM

TONY RGCSS, CFQ, OCEAN SEAFQOODS (testified via
tel econference) in opposition to SB 1. He informed that the
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price of fish is dropping rapidly. Many countries cannot
afford seafood. An increase in mninmum wage in the current
econom ¢ environnent could prove detrinental to business.

3:08: 55 PM

Co- Chair Stedman cl osed public testinony.

Senator Ellis stated that he was in support of SB 1. He
suggested that “living wage” was a nore accurate term than
m ni mum wage. He asked the cost of housing in the Anchorage
renal market .

Senator Wel echowski stated that the nbst conservative
estimates were used. He estinmated that it was extrenely
difficult to live in Anchorage for |less than $14,738 per
year. The current mninmm wage earner yields $13,141 a
year, which is not adequate for basic |life necessities.

Senat or Ellis stated t hat t here wer e many fol ks
representing high-end restaurants. He hoped for sone
distinction between high and low end restaurants and the
tips that servers earn

3:12: 03 PM

Senator Wel echowski stated that he respects restaurant
enpl oyees and the hard work they do. He opined that when
tip earners are conpensated they should keep all of the
noney. He phil osophically disagreed with tip credits.

Senator Thonas noted that without the tip credit argunment,
the refusal of a mninum wage increase due to economc
timng resunes. He asked for a response to those enployers
who are not faced with the tip credit dil emra.

Senat or W el echowski stated that Trident Seafood operates
in Washington State where the mninmm wage is nuch higher
than Al aska. Mdre noney is needed in the econony. Consuner
spendi ng nust be increased allowing noney to circulate in
t he econony.

SB 1 was HEARD and HELD in Committee for further
consi derati on.

#sb24
SENATE BILL NO. 24
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“An Act naming the bridge over Hamrer Slough on Nordic
Drive in Petersburg the Louis MIler Bridge.”

VESTON ElI LER, STAFF, SENATOR BERT STEDMAN, discussed SB 24.
He explained the act to nane the bridge over Hammer Sl ough
on Nordic Drive in Petersburg the Louis MIller Bridge,
commenorating M. Louis Mller. M. MIller cane to
Pet ersburg shortly after the turn of the century and worked
to construct sone of the first homes along Hamer Sl ough.
In the request of the city of Petersburg, this bill would
renanme the bridge in M. MIller’s honor.

Co-Chair Hoffman MOVED to report SB 24 out of Conmttee
wi th individual reconmmendations and the acconpanying fiscal
note There being NO OBJECTION, it was so ordered.

SB 24 was REPORTED QOUT of Conmittee with a “do pass”
recommendation and a previously published fiscal inpact
note: FN1 (DOT).

#sbh25
SENATE BI LL NO. 25

"An Act namng the South Mtkof Island ferry term nal
the Richard ' Dewey' Duvall Ferry Termnal."

3:18: 36 PM

M. Eiler spoke to the legislation. He stated that SB 25
would nane the South Mkkof Island ferry termnal the
Ri chard Dewey Duvall Ferry Termnal. M. Duvall was a |ong
time resident of Petersburg and a proponent of rmarine
transportation in  Southeast Al aska. M . Duval | was
instrunmental in the formation and devel opnment of the inner
island ferry authority, which used the South Mtkof ferry
termnal. SB 25 would nane the ferry termnal in M.
Duval | " s honor.

Co-Chair Hoffman MOVED to report SB 25 out of Conmittee
wi th individual recommendations and the acconpanying fiscal
note There being NO OBJECTIQON, it was so ordered.

SB 25 was REPORTED QUT of Conmittee with a “do pass”

recommendation and a previously published fiscal inpact
note: FN1 (DOT).
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#
ADJ OURNIVENT

The neeting was adjourned at 3:19 PM
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