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PAM VARNI , Executive Director
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ACTI ON NARRATI VE

2:12: 08 PM

CHAI R JCE PASKVAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 2:12 p.m Present at the call to

order were Senators Meyer, Davis, Bunde and Paskvan.

SB 106- REJECT RECOVMENDATI ON_ OF COVP. COVM SSI ON

2:13: 35 PM
CHAI R PASKVAN announced SB 106 to be up for consideration.

SENATOR BUNDE, sponsor of SB 106, introduced his aide, Jane
Al berts, “to fill in any of the blanks” that he m ght draw.

He then explained that this bill was introduced not to cast any
judgment on the findings of the salary conm ssion, but rather to
all ow an opportunity for public debate, discussion and a vote by
the legislature on this issue. Good argunents can be nade on
both sides of this issue and without this bill, the pay raises
woul d go into effect without any discussion at all.

He added that the Comm ssion was established by the |egislature
on a strong positive vote. Wien he voted for it, he didn't nean
that the legislature wouldn't have any input, and this is a
vehicle for that.

2:16: 51 PM
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JANE ALBERTS, staff to Senator Bunde, said since they were short
on tinme she would sinply answer questions.

Seeing no questions, CHAIR PASKVAN invited M. Halford to
testify.

2:17:18 PM

RICK HALFORD, Chairman, Alaska State Oficers Conpensation
Comm ssion, said he was glad to be here to explain its
recommendations. He agreed that the debate and process is
wort hwhil e, but the process of not reaching a solution which has
occurred over the last 20 years hasn’'t worked. The Conmm ssion
didn’t have the opportunity to set up the rules it operated
under. He was asked to join it, and part of the reason he was
willing to do that is because:

Frankly, | felt a little bit guilty about being here
all those years, and not being a part of a better
conpensati on package for legislators. | was one of

those who were fortunate enough to have a seasona
sel f enpl oynent inconme, and | was able to nmake it work
for me. But a lot of people weren't. And a lot of
peopl e who gained by experience and could have stayed
didn’t stay and some people who could have run, didn't
run.

So, I was willing to take on the task of addressing
this, but the Comm ssion was a wonderful comm ssion in
that we had Gordon Harrison who has a great reputation
here in Juneau, wote the book on the explanation of
the Constitution, an author who was the head of the
| egislative research armfor a while. W had Ri ck Cook
who is the city manager of Kenai, Tom MG ath who owns
the Frigid North, the big electronics wholesaler in
Anchorage, and we had former Senate President M ke
MIller who had also served as conmssioner of
Adm nistration. So, we had a group of people that |
think were very well experienced in the private sector
and in the public sector.

And about the first thing we did is we adopted a
policy that we were not going to do anything unless we
had unani nous consent. Because this is an issue that
has been divisive in the past, we did not want
anything that we couldn’'t all wholeheartedly agree to
be our recommendati on.
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W had a very short tineline; we canme out with a
recommendation that included the governor, |ieutenant
governor, comm ssioners and the legislature. W net
the requirenent for the timng and the hearings and
the process to deliver it, but just barely. W, as a
matter of fact, asked for the Attorney GCeneral’s
advice to nake sure that we could neet it, and do al

the things that we had to do. But, | believe the
recommendation is very, very reasonable. As a final
recommendation - you know that we dropped out the

governor and |ieutenant governor and the mmjor piece
remaining is the legislative pay equalization. But
what it does is it takes out the out of session per
diem that people took in their honmes on a very
differential basis and it sets the salary at $50, 400
per year.

2:20: 45 PM

MR. HALFORD said that Al askans want citizen |egislators, but
expectations with regard to conflict of interest make it harder
and harder for people to have other work to be able to support
their famlies and be able to participate in this process. It's
very difficult to live on $24,000 per year and deal with a
famly's needs. This is a mnimum step in the right direction.
It is unaninously supported by the comm ssion, and it doesn’t
take effect until next year. He stated:

| believe that you are the board of directors of one
of the greatest natural resource corporations - and
human resource corporations — on earth. | believe that
you sit across the table from sonme of the toughest
singl e-m nded, well-educated, well-funded interests
who cone for our resources or for our interest, and it
doesn’t matter whether they are a national health
corporation or a national resource corporation. They
have phenonenal resources at their disposal in these
negotiations. You have to go to consultants for
information who are often looking for their next job
from the opposite side of the table. You have a very
tough job and you are worth it.

|l wish we <could have cone up wth a stronger
recommendation for a better conpensation package, and
in the future we may. But for the short term | think
it’s a strong step in the right direction. Again, it
gets away from the questions that the public has had
about how the in-district per diem was taken on a
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differential basis by individuals, and that was often
based on what they felt they could establish wth
their constituency regardl ess of whether they actually
spent the tinme working. Oten people were not willing
to take per diem that they were really due because
they didn’t think their constituency would appreciate
t hat .

CHAI R PASKVAN asked him to explain the range of wages they
consi dered, so people understand the thought process they went
t hr ough.

2:23:40 PM

MR. HALFORD introduced Mcki Neal, staff to the Conm ssion,
being the director of personnel, who did “a wonderful job”
gathering information onto a website. It now has a wealth of
information including projections based on cost of living to
other states. He explained the |legislature doesn't get to
approve contracts.

SENATOR BUNDE reiterated that bill is not a criticismof his and
their work, but rather a necessary dial ogue.

2:26:44 PM

MR. HALFORD reiterated that on one hand Al askans have very high
expectations with regard to conflict of interest and that’s very
difficult for people to deal with. “On the other hand, we assune
that legislative sessions are 90 or 120 days when, in fact, the
record in recent vyears, when you add special sessions and
everything else, is nore than a half-a-year when you add the
time to get ready. Every legislator is continuously available to
his constituency. So the legislative jobs are not 90 or 120
days; they are long-term jobs. The tinme requirenment is nuch
hi gher than people understand it to be.

He said the Comm ssion |ooked back at the salary of Suprene
Court judges that used to be tied the salaries of comm ssioners
for the first 15 years of statehood when it was hard to get the

very best comm ssioners. If those two were still tied together
conm ssioners would be paid sonmething like $165, 000 a year
t oday.

A good long term goal mght be after the next election to start
with the governor’s salary and use the 75th percentile of the
governor’s of the nation, and then pay the conmm ssioners and
i eutenant governor at a percentage of the governor’s salary.
You would pay the legislature at a percentage of the
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commi ssioners’ salary and base that percentage on what the work
commitment of the legislature really is. An integrated system
t hat pays those who are in public office at a reasonable rate so
that you can keep the best quality people involved is inportant
and shoul d be one of the |ong-term goals.

CHAI R PASKVAN said the report addressed the legislature as an
equal branch of governnment and asked himto expand on that.

2:29:57 PM

MR. HALFORD said the Commission was set up with a limted
purview, the effective date of what they did was in the |aw.
They had rules to follow that said they covered only certain
el ected or top-appointed officials. There were a lot of parity
guestions. However, he felt the legislative branch has lost a
ot of ground in that balance in a nunber of ways over the | ast
few years — in the staff is paid, legislators, in the shortness
of the sessions, their inability to set their own agenda and the
continuous special sessions that are set by the agenda of the
adm ni strati on.

2:32:10 PM

PAM VARNI, Executive Director, Legislative Affairs Agency, said
she and Karla Schofield, Deputy Director, Legislative Affairs
Agency, prepared the fiscal note for SB 106. She explai ned that
| egislators’ salaries used to be tied to a range 10, and now
they are equivalent to a range 5. Wen state enpl oyees receive a
3 percent cost of living increase on July 1 of this year, it
will be entirely off of the salary schedul e.

She said in 2006, the Council of State Governnents did a trend
analysis of state l|egislators’ conpensation from 1975 to 2005
with the CPlI adjusted, and Al aska had one of the |argest salary
decreases in real dollars at a mnus 55.94 percent. A full year
of the new conpensation package is an increase of $1.2 mllion.
That increase is split between two years in the fiscal note. So
for FY10 it’s an increase of $833,600, and for FY11l — $383, 600.
This elimnates a total of $810,000 for interim per diem over
that two-year period. She said sone other efficiencies would be
realized in legislators’ and legislative staff tinme by not
having to fill out the interim per diem fornms and by the
accounting section not having to process them

2:33: 57 PM

SENATOR BUNDE said it appears to him that Juneau area
| egi sl ators receive another per diem for every day they are in
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session and it appears to himthat they're getting an additional
salary. Wiy do they get that for living in their own homes?

M5. VARN explained that issue cane up quite a few years ago
when it was decided that Juneau |egislators would receive 75
percent of what the other 57 nenbers get, but they are taxed on
it; whereas if you live nore than 50 mles fromthe capital I|ike
the other 57 legislators do, you qualify for that session per
diem — so they can pay their nortgages back hone and pay for
their rent here. That was a Legislative Council decision and it
coul d be reversed.

2:37:43 PM
CHAI R PASKVAN cal |l ed an at ease at 2: 37.

2:41: 29 PM
He called the neeting back to order at 2:41

2:41: 53 PM
CHAI R PASKVAN announced an at ease at 2:41 because of technica
difficulties and to nove to another committee room

2:49: 25 PM
He called the neeting back to order at 2:49.

JASON BRUNE, Executive Director, Resource Developnent Counci
(RDC), opposed SB 106. Currently Al askan |legislators are grossly
underpaid, he said. “The fact that legislators are conpensated
at levels below their |owest staff menber is appalling.” It is
difficult for legislators to find and have a job or to be
reliable enployees outside of the legislature especially wth
t he nunber of special sessions that have been held. Furthernore,
he said, the common denomi nator for the legislators in jail is
money, and not nmuch of it.

The current system in Alaska allows only for the independently
wealthy, retirees or people who are willing to live in their
offices and eat ranmen noodles. Alaska relies upon the
responsi bl e devel opnent of its natural resources as a foundation
of its econony. Decisions mde by the |legislature have a
significant financial inpact on corporations as well as the
state’s citizens, and it should be inperative to lure nore of
t he best and brightest to Juneau.

2:53: 15 PM

SENATE L&C COW TTEE -7- March 17, 2009



SENATOR BUNDE pointed out that the proposed pay increase for
sonme legislators that claim per diem would actually be a pay
decrease for other legislators who didn't claimany.

MR. BRUNE agreed, but he added that he is happy that this is a
start in the right direction, though.

2:55:01 PM

KATE G ARD, Comm ssioner, Regulatory Conmm ssioner of Al aska
(RCA), opposed SB 106. RCA comm ssioners are not inpacted by the
decisions of the Conpensation Conmission. Wile she didn't
agreed with the Ilanguage of Senator Bunde’'s bill, it does
provi de an inportant public forum for this discussion within the
| egislative arena, and she is grateful for this discussion. In
her eyes there is no replacenent for a public hearing before the
Al aska legislature. In matters related to conpensation, the
hi ghest degree of public participation will provide the Al aska
| egislature with the highest degree of integrity in any decision
to take action or not on any Conpensation Conmmttee
recomendati on.

M5. 3 ARD said she wanted to tal k about public trust in a system
with internal controls. Both of these strongly indicate the
elimnation of long-term per diem is and nust be conpleted as
soon as possi bl e.

As a state regulator and former CFO for the Minicipality of
Anchorage and past internal auditor for the school district, she
knows that a systemof internal controls in the public sector is
essential to insure that the public can trust elected officials
and its public institutions. On page 6 of the Conmssion’s
report beginning with the word “Disparity” the Conm ssion
generally describes a few possible reasons for the apparent
difference in the use of long-term per diem by nenbers of the
Al aska legislature, including striking inequities in the how
| egislative per diemis viewed.

She said, “The long-term per diem system is absent any
meani ngful internal control, and I don’t know if it can even be
audited in any real sense.” To qualify for long-term per diem
the legislator nust attend a nmeeting for legislative or public
purpose or spend four hours on |legislative or constituent
business. Little docunmentation is required and opportunities for
third-party verification are few. In 2007, based on the 2007
| egi sl ative salary and business expense report, long term per
diem exceeded $650,000. She knew of no other place in state
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government where the internal controls over an expenditure of
that much noney was so weak.

After reading the history of the legislature’s conpensation she
found and acknow edges that long-term per diem resulted from an
inability of past legislators to appropriately conpensate
menbers for their public service. Based on that history, a
| egislator is encouraged to view |long-term per diem as part of
the overall conpensation package. The fact of the matter is that
being an elected representative is a year-round duty, and there
is a remarkable inequity in the use of long-term per diem
between legislators that does not reflect the difference in
demands, but rather in their personal feelings about billing per
diem Thus the long-term per diem as a substitute system for
conpensation has failed mserably to recognize the work
contribution of Alaska legislators. The systemis broken; it has
little to no internal controls or uniformty in applications,
and, therefore it can't engender public trust. Replacing the per
diem system with a straight salary provides a far inproved
system of internal controls and elimnates the very troubling
aspects of public service provided by our elected officials.

M5. GARD said she didn't think this legislature should
interfere in any way with the imediate elimnation of |ong-term
per diem which is contenplated by the Conpensation Conm ssion’s
recommendati ons. Her other thoughts on the report are included
in the records that are maintained on the Conm ssion’s website.

3:01: 24 PM
CHAI R PASKVAN t hanked her, and cl osed public testinony. He noted
that he would hold SB 106.

SENATOR BUNDE wr apped up that nore noney doesn't produce ethical
| egislators, but possibly a larger talent pool that woul d.

3:02: 49 PM

There being no further business to conme before the conmmittee
Chair Paskvan adjourned the neeting at 3:02 p. m
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