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Senator Linda Menard, Chair
Senator Kevin Meyer, Vice Chair
Senator Hollis French

Senat or Al bert Kookesh

Senat or Joe Paskvan
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Al'l nmenbers present
COW TTEE CALENDAR

SENATE BI LL NO. 23
"An Act relating to the public enployees' retirenment system and
the teachers' retirement system and providing for an effective
date."

MOVED CSSB 23(L&C) OUT OF COW TTEE

SENATE BI LL NO. 129
"An Act relating to state and runici pal buil ding code
requirenents for fire sprinkler systens in certain residential
bui | di ngs. "

MOVED SB 129 OQUT OF COW TTEE

HOUSE JO NT RESOLUTI ON NO 19
Recogni zing the 20th anniversary of the Exxon Valdez oil spill
and supporting the continued practice of acconpanying each oil
tanker through Prince WIlliam Sound with at least a two vessel
escort.

MOVED HIR 19 OUT OF COW TTEE

SENATE BILL NO 126

“"An Act anmending the State Personnel Act to place in the exenpt
service the chief economst and state conptroller in the
Department  of Revenue and <certain professional positions
concerning oil and gas wthin the Departnment of Natural
Resources; relating to reenploynent of and benefits for or on
behal f of reenployed retired teachers and public enployees by
providing for an effective date by anending the delayed
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effective date for secs. 3, 5 9, and 12, ch. 57, SLA 2001 and
sec. 19, ch. 50, SLA 2005; and providing for an effective date."
HEARD AND HELD

PREVI OUS COWM TTEE ACTI ON
BILL: SB 23

SHORT TITLE: REPEAL DEFI NED CONTRI B RETI REMENT PLANS
SPONSOR( S): SENATOR(S) ELTON

01/ 21/ 09 (S) PREFI LE RELEASED 1/ 9/ 09

01/ 21/ 09 (S) READ THE FIRST TIME - REFERRALS
01/ 21/ 09 (S) L&C, STA, FIN

02/ 12/ 09 (S) L&C AT 1:30 PM BELTZ 211

02/ 12/ 09 (S) Heard & Hel d

02/ 12/ 09 (S) M NUTE( L&C)

02/ 19/ 09 (S) L&C AT 1:30 PM BELTZ 211

02/ 19/ 09 (S) Heard & Hel d

02/ 19/ 09 (S) M NUTE( L&C)

02/ 26/ 09 (S) L&C AT 1:30 PM BELTZ 211

02/ 26/ 09 (S) Moved CSSB  23(L&C) CQut of Conmittee
02/ 26/ 09 (S) M NUTE( L&C)

02/ 27/ 09 (S) L&C RPT CS 4DP 1NR NEW TI TLE
02/ 27/ 09 (S) DP: PASKVAN, MEYER, THOVAS, DAVIS
02/ 27/ 09 (S) NR.  BUNDE

03/ 17/ 09 (S) STA AT 9:00 AM BELTZ 211

03/ 17/ 09 (S) Heard & Hel d

03/ 17/ 09 (S) M NUTE( STA)

03/ 24/ 09 (S) STA AT 9:00 AM BELTZ 211

BILL: SB 129
SHORT TI TLE: RESI DENTI AL SPRI NKLER SYSTEMS
SPONSOR(S): SENATOR(S) MENARD

02/ 27/ 09 (S) READ THE FI RST TIME - REFERRALS
02/ 27/ 09 (S) CRA, STA, L&C

03/ 17/ 09 (S) CRA AT 3:30 PM BELTZ 211

03/ 17/ 09 (S) Heard & Hel d

03/ 17/ 09 (S) M NUTE( CRA)

03/ 19/ 09 (S) CRA AT 3:30 PM BELTZ 211

03/ 19/ 09 (S) Moved SB 129 Qut of Conmittee
03/ 19/ 09 (S) M NUTE( CRA)

03/ 20/ 09 (S) CRA RPT 1DP 2NR

03/ 20/ 09 (S) DP: MENARD

03/ 20/ 09 (S) NR. OLSON, THOVAS

03/ 24/ 09 (S) STA AT 9: 00 AM BELTZ 211

BILL: HIR 19
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SHORT TI TLE: O L TANKER ESCORT VESSELS/ O L SPILL ANNIV
SPONSOR( S) : REPRESENTATI VE(S) AUSTERVAN

02/ 23/ 09 (H READ THE FI RST TI ME - REFERRALS

02/ 23/ 09 (H RES

03/ 11/ 09 (H) RES AT 1:00 PM BARNES 124

03/ 11/ 09 (H Moved Qut of Conmittee

03/ 11/ 09 (H M NUTE( RES)

03/ 13/ 09 (H) RES RPT 5DP 2NR

03/ 13/ 09 (H DP: GUTTENBERG, EDGVON, OLSON, SEATON,
TUCK

03/ 13/ 09 (H NR:  KAWASAKI , JCOHNSON

03/ 18/ 09 (H TRANSM TTED TO (S)

03/ 18/ 09 (H) VERSI O\ HIR 19

03/ 20/ 09 (S) READ THE FI RST TI ME - REFERRALS

03/ 20/ 09 (S) STA

03/ 20/ 09 (S RES REFERRAL ADDED

03/ 23/ 09 (S) RES REFERRAL REMOVED

03/ 24/ 09 (S STA AT 9: 00 AM BELTZ 211

BILL: SB 126

SHORT TI TLE: REEMPLOYMENT OF RETI REES;, EXEMPT SERVI CE
SPONSCR( S): RULES BY REQUEST OF THE GOVERNOR

02/ 27/ 09 (S) READ THE FI RST Tl ME - REFERRALS
02/ 27/ 09 (S) STA, L&C, FIN
03/ 24/ 09 (S) STA AT 9: 00 AM BELTZ 211

W TNESS REG STER

BETH ALMEI DA, Executive Director

National Institute of Retirement Security (N RS)

Washi ngton D. C

PCSI TI ON STATEMENT: Presented research on the relative benefits
of a defined benefit plan for state enpl oyees.

JI LL SHOWAN, President

Mat - Su Educati on Associ ati on

Wasilla AK

PCSI TI ON STATEMENT: Spoke in support of SB 23.

JI M LEPLEY, President

Anchorage Education Association

Anchor age AK

PCSI TI ON STATEMENT: Spoke in support of SB 23.

PAT LUBY, Advocacy Director
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AARP Al aska
Anchor age AK

PCSI TI ON STATEMENT: Spoke in support of SB 23.

LAWRENCE WEI SS, Executive Director
Al aska Center for Public Policy
Anchor age AK

PCSI TI ON STATEMENT: Spoke in support of SB 23.

DONALD CALLAHAN, Retiree
Fai r banks AK

PCSI TI ON STATEMENT: Spoke in support of SB 23.

LADAWN DRUCE, Presi dent
Kenai Peni nsul a Educati on Associ ati on
Sol dot na AK

PCSI TI ON STATEMENT: Spoke in support of SB 23.

MELODY DOUGLAS, Chief Financial Oficer

Kenai School District

Sol dot na AK

PCOSI TI ON STATEMENT: Spoke in opposition to SB

M CHAEL ROVI TO, Staff

to Senator Linda Menard

Al aska State | egislature

PCSI TI ON STATEMENT: Presented SB 129.

WARREN CUMM NGS, State Vice President

Western Fire Chiefs Association

Fai r banks AK

POSI TI ON STATEMENT: Spoke in opposition to SB

JIMHLL, Fire Chief

Ket chi kan Fi re Depart nent

Ket chi kan AK

PCSI TI ON STATEMENT: Spoke in opposition to SB

DAVI D M LLER

Al aska State Fire Fighters Association

Sitka AK

PCOSI TI ON STATEMENT: Spoke in opposition to SB

JEFF TUCKER

Al aska and Interior Fire Chiefs Associations
POSI TI ON STATEMENT: Spoke in opposition to SB
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JEFF W LCHEK

Chi nook Fire Inc

Anchor age AK

PCSI TI ON STATEMENT: Spoke in opposition to SB 129.

M KE CHM ELEWSKI , Counci | Menber

Cty of Pal ner

Pal mer AK

PCOSI TI ON STATEMENT: Spoke in opposition to SB 129.

PAT THOVPSON
Anchor age AK
POSI TI ON STATEMENT: Spoke in opposition to SB 129.

DAVI D TYLER, State Fire Marshal
Anchor age AK
PCOSI TI ON STATEMENT: Spoke in opposition to SB 129.

DAVID R ONENS, Omner

Onens | nspector Service

Pal mer AK

PCSI TI ON STATEMENT: Spoke in support of SB 129.

NI CK BAKI C, Service Manager

ACCEL Fire Systens

Anchor age AK

POSI TI ON STATEMENT: Spoke in opposition to SB 129.

BOB WEI NSTEI N, Mayor
Ket chi kan AK
PCSI TI ON STATEMENT: Spoke in opposition to SB 129.

PAUL M CHELSOHN, Director

Al aska St ate Honebuil ders Board

Anchor age AK

PCSI TI ON STATEMENT: Spoke in support of SB 129.

ANNI E CARPENETI, Attorney

Crimnal D vision

Departnent of Law

Juneau AK

PCSI TI ON STATEMENT: Answered questions regarding SB 129.

ERI N HARRI NGTON, St af f

to Representative Al an Austerman

Al aska State Legislature

PCOSI TI ON STATEMENT: Presented HIR 19.
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DOROTHY MOORE, City Council Menber
Val dez AK
PCSI TI ON STATEMENT: Spoke in support of HIR 19.

TOM KUCKERTZ, Project Manager

Prince WIIliam Sound Regional Citizen' s Advisory Counci l
Val dez AK

PCSI TI ON STATEMENT: Spoke in support of HIR 19.

JOHN VALSCO, Honer Representative

Prince WIIliam Sound Regional Citizen's Advisory Counci l
Homer AK

PCSI TI ON STATEMENT: Spoke in support of HIR 19.

JERRY MCCUNE

United Fi sherman of Al aska

Juneau AK

PCSI TI ON STATEMENT: Spoke in support of HIR 19.

A NGER BLAI SDELL, Director

Adm ni strative Services

Depart nent of Revenue (DOR)

Juneau AK

PGSI TI ON STATEMENT: Presented SB 126.

ACTI ON NARRATI VE

9: 05:10 AM

CHAIR LINDA MENARD called the Senate State Affairs Standing
Committee neeting to order at 9:05 a.m Senators Kookesh,
Meyer, French, and Menard were present at the call to order.
Senat or Paskvan arrived shortly thereafter.

SB 23- REPEAL DEFI NED CONTRI B RETI REMENT PLANS

CHAI R MENARD announced the consi derati on of SB 23.

9:08: 04 AM

BETH  ALMEI DA, Executive Director, Nat i onal Institute of
Retirement Security (NIRS), Wshington D.C., said NRS is a
nonprofit, nonpartisan organization. Its mssion is to foster a
deep understanding of the inportance of retirenment security to
retirees and the econony as a whole using research, education,
and outreach. She will summarize recent research found in their
report entitled “Pensionomcs.” The intent was to neasure the
economc footprint of state and |ocal pension plans. Defined
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benefit (DB) plans can act as an automatic stabilizer for the
econony by providing predictable benefits.

9:10: 35 AM
M5. ALMEIDA said NRS used data from 2006 and found that
expenditures nmade out of state and local retirenent benefits

supported about 2.5 million jobs nationally and paid $92 billion
in income. The total economic inpact was about $358 billion
nati onwi de and about $57 billion in state, local, and federa

tax revenues. Alaska retirenment benefits supported 6,270 jobs
that paid $385 nmillion in income to other Al askans, not
including the value of the pension paynents thenselves. The
total statewi de inpact was about $1 billion, with about $155
mllion in tax revenues within Al aska. For every $1.00 paid out
in benefits, $1.25 in total economc activity was supported in
the state. Every dollar contributed by taxpayers supported about
$6.35 in econonmic activity in Alaska. That really speaks to the
fact that taxpayer contributions are only one source, and
enpl oyee contributions and investnent earnings on contributions
make up the remai nder

9:12: 17 AM
SENATOR FRENCH asked about slide 9 and what she neans by
t axpayer -- the people who contribute to their own pension?

MS. ALMEIDA said, no. Taxpayer contributions are the enployer
contributions. State enployees are al so taxpayers, but the study
calls them enpl oyee contri butions.

9:13: 25 AM

M5. ALMEIDA said the baseline data from the U S. Census Bureau
show that 35,000 Al askans received pension benefits from state
and local plans in 2006. The total received by retired Al askans
was about $819 mllion, and the average pension was a little
under $2,000 per nonth. Over the 13 years of available data,
enpl oyee contributions conprised about 12.5 percent of total
system revenue. Enployer contributions conprised just under 18
percent. The renminder, 70 percent, was made up of investnent
earnings. The economc inpact refers to the multiplier affect.
One person's spending is another person's incone. That gives the
ot her person nore spending power. The initial event is the
spending of pension paynents by retirees and it has a mnuch
bigger inpact by the nmultiplier effect. NRS used publicly

available data and software called |IMLAN -- input-output
nmodel ing software originally developed for the U S. Forest
Service. It allows the measurenent of the relationship anong

various sectors in the econony as a matri Xx.

SENATE STA COW TTEE -7- March 24, 2009



M5. ALMEI DA repeated that the total econom c inpact of pension
paynents in Alaska is about $1 billion. There was about $155
mllion in tax revenue inpact as shown on slide 15. N RS | ooked
at the inpacts sector by sector and found a deep inpact in
virtually every industry in the state. The industries with the
nost inpacts were health care, retail trade, and accommobdati on
and food service.

9:18: 01 AM

M5. ALMEIDA said slide 18 provides a detailed breakdown by
i ndustry of the total econom c inpact of each dollar paid out in
pensi on benefits. NIRS calculated the ultimate ripple effect of
each dollar, and it translates to about $1.25 in total economc
activity. NIRS calculated the return on contributions mde by
public enployers to state and | ocal pension plans. Because there
are enployee contributions and investnent ear ni ngs, this
multiplier is large. It is $6.25.

MS. ALMElI DA concluded that pension plans have a |arge econom c
footprint in the US. and each state. The ripple effect is
significant. Pension plans are inportant to those who receive
them but it may not be well recognized that other folks in the
communities benefit when retirees can make regul ar expenditures
to pharmacies, hardware stores, and doctors. Defined benefit
plans are automatic stabilizers because retirees continue to
spend on basic needs, providing inmportant economc stimnulus
during these tough tines.

9:21:04 AM

MS. ALMEI DA spoke next about a NIRS report called “A Better Bang
for the Buck; the Economc Efficiencies of Defined Benefit
Pensions.” This study evaluated clains that defined contribution
(DC) plans save noney conpared to DB plans. NIRS conpared the
costs of delivering a given anount of retirenent inconme. |In many
states and in the private sector, enployers are examning this.
NIRS did a fair apples-to-apples conparison. The study nodel ed
the population of 1,000 fenale teachers who worked for 30 years
with a final salary of $50,000. NIRS defined a target retirenent
lifetime benefit of about $2,200 per nonth at the age of 62
adjusted for inflation. The study |ooked at what it would cost
to fund this benefit through a DB plan and a DC pl an.

9:23:58 AM

MS. ALMEIDA found that the DB approach saved a |ot of noney
conpared to the DC approach. The DB plan does a nuch better job
of pooling longevity risks. Actuaries are good at predicting

SENATE STA COW TTEE - 8- March 24, 2009



life spans of a large population. The DB plan can efficiently
manage those risks. Individuals have to over-save because each
person doesn’t know how I ong he or she will live, so the DC pl an
nmust save noney to insure they won't outlive their savings. A DB
plan only needs to set aside enough noney for the average life
expectancy of a large group. That saves a |ot of noney. Another
reason why DB plans save noney is that it can naintain better
portfolio diversity over tine. As people age, their investnents
need to be nore conservative to insure against the downside risk
of a market decline. The DB plan always has a m xture of people
of different ages, so unlike individuals, the group does not
age, so the portfolio can generate an enhanced return, which
makes providing the benefits nuch cheaper.

9:26: 33 AM

M5. ALMEIDA said the third reason that a DB plan saves noney is
that the investnment returns are better Dbecause it has
prof essi onal asset managenent and | ower fees. Not surprisingly,
the managers do a better job. There are consistently higher
returns, which nmakes a big difference in the cost of delivering
retirement benefits. The cost of providing $2,200 per nonth
begi nning at the age of 62 in the nodel DB plan is $12.5 percent
of payroll. That same benefit under a DC approach would cost 16
percent by taking into account that individuals would have to
save as if they were to live to 100.

9:28: 43 AM

M5. ALMEIDA said the DC plan increases the cost to 17 percent of
payroll since the DB plan has nore diversified portfolios. The
final effect was the [argest one. NIRS was very conservative and
only assuned a one percent per year difference in investnent
earnings -- 8 percent for DB and 7 percent for DC. It doesn’t
seem | i ke much but it conmpounds over tinme and drives the cost of
the DC plan to 23 percent of payroll. The DB plan in this nodel
popul ation was 46 percent less than the DC plan to deliver a
given benefit. There is “something mssing” in the assunption
that a DC approach reduces retirenent plan costs. Such clains
are based on evaluations that aren't apples-to-apples. The
assets needed on the eve of retirenent is $350,000 for the DB
pl an, and $550,000 for the DC plan. “This is real noney.”

9:31:31 AM

M5. ALMEIDA sunmed up her conclusions. A DB approach is nore
efficient and provides a better bang for the buck. These
efficiencies drive significant cost savings for taxpayers and
enpl oyers. Decision nmakers should continue to carefully evaluate
clainms that DC plans will save noney.
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9:32: 48 AM

JILL SHOWWAN, President, Mt-Su Education Association, said she
represents about 1,200 educators, and the administration
teachers, and community are all quite concerned with recruiting
and retaining qualified educators. In the past three years
finding new teachers and retaining teachers has been a problem
This is primarily due to the DC plan and lack of social
security. The district has to go outside the state to find
teachers. Each tine the district hires a new teacher, it nust
provi de $100,000 of training and materials. That is a cost that
the district would not be burdened with if it retained staff.

9:35:46 AM

M5. SHOMWAN said she is Tier Il and has taught for over 12
years. She may have to change her profession because of the
retirement. She teaches an undergraduate education class at the
University of Alaska, Southeast. Wen high school and college
students ask her about becom ng teachers, “I’ve got to be honest
with them and tell them that it’s not as great of a profession
as it once was, and that's primarily due to the retirenent.” She
tells themto | ook outside Al aska or at other professions. That
saddens her. She urged passage of SB 23.

9:37:39 AM

JIM LEPLEY, President, Anchorage Education Association, said he
represents over 3,500 teachers in Anchorage. He encouraged the
commttee to pronote this |egislation.

PAT LUBY, Advocacy Director, AARP Al aska, Anchorage, said
financial security is the cornerstone of the Anmerican dream -—
you work hard and follow the rules and you' |l be able to retire
wi thout financial worries. However, one quarter of [Al aska]
retirees don't participate in social security. A person doesn’'t
outlive social security. In the past it didn't matter so nuch
that Al aska’ s public enployees did not participate, because they
had a DB plan that would last as long as they lived. Now, they
have no DB or social security. The American dream no | onger
exists for Alaska’s newy hired public enployees. It is possible
to make the DC plan work “as long as you don't live too |long.”
But nost people live into their md 80s and many into their 90s.
If the DC plan is to work, people need to predict their and
their spouses’ |ife expectancy.

MR, LUBY said retirees need to know if they will be healthy up

until death or if they wll need long-term care. Medicare
doesn’t pay for nursing hones or home care. A person wll need
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to know if there will be inflation in health care and utility
costs. Defined benefits and social security provide annual COLAs
[cost of living allowances], but the DC doesn’'t. The price of
fuel oil and gasoline may go up. “You better have a crystal bal
to make a defined contribution plan work.” Mny conpanies have
swtched to DCs, but all who work in the private sector have
social security that will last as long as they live. No matter
how nuch is saved in a 401k or I.R A, they will always have the
defined benefits of social security. Alaska s public enployees
used to have the sane financial security before SB 141 [of
2005], and no matter how long they lived or what bad |uck was
dealt them they would not starve or end up on public
assi stance. AARP nenbers rely on Alaska's public servants for
police assistance, to teach their grandchildren, and to put out
fires, and they don't want these honorable public servants to
end up worrying about their health coverage and outliving their
savi ngs. They deserve better than that. He asked for support for
SB 23. G ve people the security they deserve.

9:41: 52 AM

LAWRENCE WEI SS, Executive Director, Alaska Center for Public
Policy, Anchorage, said he is a Tier | TRS retiree. He has heard
different large figures on Al aska s unfunded liability, and this
way of |ooking at the pension plan obscures the facts and
creates a panic about the actual status. A person buying a house
with a 30-year nortgage would develop heart palpitations by
| ooking at the total owed. The other way to look at it is that
there wll be reasonable nonthly paynents over 30 years. The
unfunded liability on pensions is very simlar. The liability is
defined at a given date. It is not useful harping on it at any
one point in time, especially now

9:44: 26 AM

DONALD CALLAHAN, Retiree, Fairbanks, said he is in Tier | of
PERS. He is 68 and worked as a city engineer. He went to the
University of Alaska and graduated as a civil engineer. At the
age of 41 he becane a paranedic and retired after 30 years in
the city system with what he thought was a great retirenment. He
has | ost about 30 percent of his retirement due to inflation. If
he had to live on his nutual funds as if he were in a DC plan,
he would run out in about 3 years and would have to sell his
house and nove south. Every wunion retiree gets a better
retirement than he does. He son has becone a teacher in Al aska
and worked for a year for free as a student teacher. H's pay is
over $40,000. He got his Masters Degree last summer. He had a
difficult time finding a house he could qualify for. Retired
teachers in Fairbanks do a ot of community work.
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9:46: 43 AM

LADAWN DRUCE, President, Kenai Peninsula Education Association
Sol dotna, said she represents over 600 certified teachers and
specialists in the Kenai Peninsula Borough school district. She
noted NEA's fight on the national level to right the injustice

of the wndfall elimnation provision. She wants to tell new
teachers that the legislature will return to the DB program “W
need a cost analysis for all parties involved, including the
retirees.” But she said to not get lost in the nunbers -- there

are sone things that are priceless. Public enployees provide
priceless services to Al aska conmunities. Young people comng
out of college are educated about their retirenent and are being
cautioned to plan for a secure future. “Let’s not wait unti
it’s too late.” She asked the commttee to nove SB 23.

9:48: 28 AM

MELODY DQUGLAS, Chief Financial Oficer, Kenai School District,
Sol dotna, said the district has expressed concern about PERS and
TRS since 2003. “This is an ability-to-pay issue.” She thanked
the legislature for the funding in fiscal year 2008, and $17.2
mllion was for TRS retirenent. The funding is 41.4 percent for
TRS. There were 596 full-tinme equival ent teaching staff in 2008.
Sal aries and benefits are 80 percent of the budget. C ass sizes
woul d have doubled in the district. None of the new hires or
exiting teachers has expressed concern over the DC plan. The
district hired 76 teachers in 2008, 107 in 2009, and she expects
75 in 2010. The next tinme the nunbers are rel eased, the unfunded
l[iability will be about $10 billion. The public sector can no
| onger fund a DB plan. The DC plan has only been in place for
three years and shoul d be evaluated | ater.

9: 50: 38 AM
CHAIR MENARD said there is a second fiscal note. It went from
$17 million to $782 mllion.

SENATOR PASKVAN said the fiscal note of March 16 is $14 nillion
for fiscal year 20ll, and the revised note was $752,000 for
2010. He believes that for 2011 “it is an extra $84,000, and |
believe that those are just additional transition costs.” Those
are thousands not mllions.

SENATOR MEYER said this is an inportant subject and it seens
like the conmittee is noving rapidly, but many have heard this
in a previous commttee, and nunmerous changes were nmade to neet
his concerns. He noved to report CSSB 23(L&C) from conmttee
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with individual recomendations and attached fiscal note(s).
There being no objection, CSSB 23(L&C) noved out of conmttee.

9:53:10 AM
The conmmittee took a brief at ease.

SB 129- RESI DENTI AL SPRI NKLER SYSTEMS

9:56: 21 AM
CHAI R MENARD announced the consi derati on of SB 129.

M CHAEL ROVI TO, St af f to Senator Menar d, Al aska State
Legislature, said SB 129 is in response to a national novenent
to mandate fire sprinkler systens in single or double-famly

resi dences. These systens wll cost from $3.00 to $5.00 per
square foot if they are built into a new hone. It is excessive
and will put a financial burden on a honebuyer. Changes in
resi denti al construction, like energency escapes, circuit

breakers, fire blocking, and draft stopping, have dramatically
dropped the nunber of fatal fires in the United States. About 33
percent of Alaska residents are on private wells, and sprinklers
will require larger wells and other costly changes. A sprinkler
can be set off erroneously and can cause nold -- a serious
health risk. Snoke alarnms have a proven track record, and if
they malfunction they won't douse the honme wth water
Honebuil ders and real estate agents support the bill. “Many
citizens have contacted us concerned about the added cost to a
home because of any mandati ng of sprinkler systens.”

9:59:45 AM
SENATOR KOOKESH asked if there is a |oom ng nmandate. Wiy are we
doing this?

MR ROVITO said this is a proactive response to a national
nmovenment. The International Residential Code (IRC) "“is often
adopted w dely throughout the United States. The individuals
involved in determ ning these codes have pushed the mandate.” So
the bill is an attenpt to stop anyone mandati ng sprinkl ers.

CHAI R MENARD said those who oppose this bill do so because they
want to keep the decision at the |ocal |evel.

10: 01: 20 AM

SENATOR PASKVAN said his concern is that “a municipality may not
require a fire protection system” And subsection (b) says it
“applies to hone rule and general law municipalities.” He spoke
with a building official in Fairbanks and he understands why the
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| egislature could tell state fire nmarshals they can't nandate
sprinklers for Alaska' s districts, but he asked why it shouldn’t
be left at the local level. He appreciates being proactive, but
even if there were valid reasons for requiring sprinklers in the
future, this would prohibit it.

MR ROVITO said the original intent was to prevent general
mandat es. He understands what Senator Paskvan is saying about
maki ng deci sions on a case-by-case basis.

SENATOR PASKVAN said if technology is at a point that it can be
done, a nunicipality wuld be barred from saying it 1is
reasonable to include sprinklers in a residence. “Wy is the
state telling us we can't nake a decision at the |ocal |evel?”

10: 04: 06 AM
CHAIR MENARD said there are firefighters that wll testify. The
bill doesn’'t prohibit anyone frominstalling a sprinkler system

“I't’s just one of those mandates that we're trying to avoid.”

WARREN CUMM NGS, State Vice President, Wstern Fire Chiefs
Associ ation, Fairbanks, said he is submtting witten testinony.
Sprinklers are not as expensive as was nentioned. He put an
addition on his house and the sprinkler system cost $2,786, and
he has had no accidental discharges in the 30 years he’s had it.

CHAI R MENARD asked the square footage of his house.

MR. CUWM NGS said his house totals 2,800 square feet, and it all
has the sprinkle system The original system was installed in
1979 and the addition was in 1994. It was done by a contractor.

MR. CUMM NGS said he is sending a newspaper article of a famly
of five perishing in a trailer fire. It is a good exanple of
what can be prevented by sprinkler systens.

JIMHLL, Fire Chief, Ketchikan Fire Departnent, Ketchikan, said
sprinkler systens save lives. “W’ve been fighting this battle
for years and years.” He would like to keep the discretion at
the local level. Rural conmmunities and places wthout water
systens may have issues. Wrking with builders and residents is
good. “Don't take our |ocal powers away fromus.”

10: 07: 52 AM
CHAI R MENARD asked if he has a sprinkler systemin his hone.

MR, H LL said, no, but he would |love to install one.
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DAVID MLLER, Alaska State Fire Fighters Association, Sitka,
said the association is opposed to SB 129. That decision ought
to be left at the local level. Houses are being built closer
together again. As a fire starts, it is harder to keep it away
from nei ghbori ng houses. The faster those fires can be attacked,
the better. Sprinklers can save other structures and lives. A
fire in Wshington started in one structure and four others
burned down. New | i ghtwei ght construction materials burn
qui cker. When he started fighting fires 25 years ago, there was
about 17 mnutes to get to the fire and stop it. It is now only
4 or 5 mnutes.

10: 09: 38 AM
JEFF TUCKER, Interior Fire Chiefs Association, said he opposes
this bill. There is no national mandate to require residential

sprinkler systens. The state has no power to adopt it. This bill
prohi bits local options fromadopting this proven technol ogy.

JEFF W LCHEK, Chinook Fire Inc, Anchorage, spoke in opposition
to SB 129. The cost of a sprinkler system is conparable to
carpeting a hone. It gives a hone immrediate fire protection. It
saves lives, including firefighter lives. He has a sprinkler
system and has never had an accidental discharge. It gives peace
of mnd for himand his famly.

10: 11: 48 AM

M KE CHM ELEWSKI, Council Menber, Gty of Palner, spoke in
opposition. Because of home rule status, Palner adopts the
building code wth exceptions. This is the first tine that a
| ocal option is being taken away. The bill said it applies to
home rule. He can't speak to the nmerits of sprinklers, but
clearly there is enough nmerit to warrant discussion. He doesn’t
have a sprinkler system in his hone, but this discussion has
generated thoughts of putting one in.

PAT THOMPSQN, Anchorage, said this is an unnecessary step by the
| egi sl ature. The codes are developed nationally and adopted
locally, and there is always the option to anend, adjust, and

del ete whatever suits the local codes. “And | don’t think that
the legislature or this commttee should ... get mred in this
di scussion, nor should it get mred in discussions with things
like R-values of insulation or snow |oads for roofs.” Snoke

al arms have been touted as great things, and they have cut fire
deaths in half. They started out being expensive, and the sane
peopl e who are saying that snoke alarnms are great today are the
same ones who were fighting them back then. In the 1970s snoke
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alarns cost $200 each, and that is $1,000 in today's noney.
Eventual ly they becane standard, and he can't inmagine anyone in
a house wi thout a snoke al arm

10: 15: 01 AM

DAVID TYLER, State Fire Marshal, Anchorage, said previous
testinmony stated that he had the authority to bring the IBC in
place. That is not true; he gets his authority from statute,
which specifically limts him on what code he can adopt. One
concern with SB 129 is the effect on assisted |iving and daycare
facilities that provide care between 10 p.m and 6 a.m He would
not be allowed to require sprinkler systems for those. “That’s
the heart of what we try to do is protect citizens and, in this
case, citizens that don't necessarily have the ability to
protect thenselves.”

DAVID R ONENS, Owner, Owens Inspector Service, Palner, said he
is also representing the Mat-Su Honebuilders. He has been a
buil ding inspector for 25 years, and 10 of those years were with
the municipality of Anchorage. He supports SB 129. Wth the
upgrades in building standards in the last 10 years, including
snoke and CO detectors, fire separation between the house and
garage, and “the [indecipherable] protection that we do build
very safe one and two-famly dwellings.” It is unreasonable to
ask the general public to install sprinklers.

NI CK BAKI C, Service Manager, ACCEL Fire Systens, Anchorage, said
he is opposed to the bill. Three nonths ago the governor’s
operating budget stated that Al aska has a history of tragic fire
loss, and the state is experiencing an increase in civilian
fatalities due to fire. Fire deaths increased from 12 in fisca
year 2004, to 20 in 2006, and to 24 in 2007. Al but three
occurred in residential structures. Residential fires continue
to be Al aska's |argest nunber of structure fires, accounting for
75 percent of the state’'s total. O 14 deaths, 13 occurred in
residential dwellings. The Division of Fire and Life Safety has
no authority to enforce single famly code requirenments. This
bill would keep them from being able to, and there will continue
to be a rise in deaths. Snoke detectors are easy to disable by
pulling out the battery. The sprinkler system doesn’'t require a
battery and is always there. There was a 10-year study in
Scottsdale, Arizona, and requiring sprinklers saved |ives and
nmoney. It is proved beyond doubt that sprinklers save noney for
the municipality. The International Association of Fire Chiefs
has definitions for reactive and proactive fire protection.
Reactive is traditional fire protection where a problem occurs
because of building codes, and there is hope that the fire
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department can beat the clock and arrive soon enough to have a
positive inpact. Proactive fire protection is enbracing new
technology, |ike automatic sprinklers and early detection
systens, conbined with aggressive code enforcenent and strong
publ i ¢ educati on.

10: 20: 52 AM

BOB VEI NSTEIN, Mayor, City of Ketchikan, said Ketchikan is not a
bastion of over-regulation by the governnent. The city recently
went through an extended public process for updating the fire
and building codes. One of the |largest issues was whether
sprinklers should be required in residential buildings. After
extensive dialogue with the |ocal builders association, the city
devel oped nutual |l y-agreeable |anguage so that sprinklers would
be required in hones that have no access to fire fighting
equi pnmrent and no reasonable alternative. It is a very inportant
i ssue in Ketchikan where many honmes are on wooden staircases or
steep terrain. “W have lost such hones to fire because of |ack
of access.” The fires threaten neighboring homes as well. SB 129
woul d veto the actions of the Ketchikan city council and have an
adverse inpact on the safety of the citizens. Please |let
conmuni ties nmake their own deci sions.

10: 22: 46 AM

PAUL M CHELSOHN, Builder and Director, Al aska State Honebuil ders
Board, Anchorage, said he is a nenber of the ICC and the NAHB
code board. “Fire sprinklers do go to sleep.” Wiat is to prevent
a honeowner from shutting it off |ike shutting off a toilet?
Deat hs have been reduced nationally by over 70 percent in the
past 20 years due to the better quality of homes being built in
Anrerica. The fire in Washington that was nentioned above would
not have been helped by a sprinkler system “because a sprinkler
supposedly protects the inside of the residence not the
outside.” If a house burns from the outside, a sprinkler is not
going to do a thing for it. There are a lot of older hones in
Al aska. “If the statistics were brought forth accurately, you
will see that the fire deaths occurring in Al aska are in houses
that are older than 20 or 25 years old. They don’t even have
proper water systens, no less the ability to put a sprinkler
system in.” The sprinkler system code is targeted at new
construction and not at trailers. Trailers can’'t have sprinklers
because there isn’'t enough insulation in the walls to keep the
water from freezing. Snoke alarnms and education save lives. “If
the fire coalition put sone of their efforts into education of
the public; telling them about snoke detectors; telling them
about exit routes; telling them about safety of fires, | think
it would be a nuch nore reasonable request than to request

SENATE STA COW TTEE -17- March 24, 2009



”

sprinkler systenms.” Today's testifiers said that sprinklers are
not law now, and that is correct. The |aw was passed |ast
Septenber to be put into the main body of the 2009 IRC. From
2000 to 2006 it was in the appendix. The appendix is just a
guideline. Now the fire coalition was successful in getting it
into the body of the code. Once the state adopts the IRC — there
is talk in the |legislature now about adopting a state code — and
the state fire mrshal adopts the code, then the |I|oca

jurisdictions will not have the authority to anmend it out. A
local jurisdiction can anend or adjust the code to be nore
stringent, not less. He is in favor of the bill. “W don't want

to take the risk of having to come down here in a year from now
and then talk about throwing the entire code out, which is
happening in various states.” This sanme bill has passed in North
Dakota and is awaiting a signature fromthe governor.

10: 27: 04 AM

SENATOR MEYER said he agrees that nost honmes in Anchorage that
catch fire are old honmes and nobile honmes. Snoke detectors give
false alarns. Can the sanme thing happen with the sprinklers?

MR. M CHELSOHN said the heat has to nelt the nmetal to rel ease
the spring. They can be broken very easily with Frisbees, tennis
racquets, and clothes hangers. “That is the fear, and by law a
homeowner is not allowed to shut the water system off if a
sprinkler system activates.” A person of authority has to cone
and shut it down. It flows from six to nine gallons per mnute,
so nold and heavy condensation will be a problem

10: 29: 02 AM
CHAIR MENARD said she built a professional building wth a
firewall. She asked himto describe firewalls.

MR. M CHELSOHN said they are called fire separation walls for
commercial buildings. “That is happening on residential where
sonmeone said the houses are getting closer and closer together.”
The code has been reduced from five feet to three feet between
properties. At three feet, eaves have to be protected by
sheetrock and fire-rated plywood. In sone instances fire glass
is required. These are options. A person can install fire-rated
sidings. The exterior can have stucco. There are many options
besides fire sprinklers. Sprinklers create a false sense of
security to the occupant. Assisted living and day care centers
aren’t regul ated under this bill because they are comerci al .

10: 31: 00 AM
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SENATOR PASKVAN said the Ketchikan mayor said they dealt wth
the issue on a local |evel.

MR. M CHELSOHN said he flew to Ketchikan four times to testify.
The local authority tried to require sprinkler systens for all
residential houses. “The building official has told the people,
well you got your way |ast year, but it’s in the code now, so
we' |l have it again.” That is the wong attitude because it was
a good discussion. Ketchikan has steep woden steps and
wal kways. It was agreed that those areas would have sprinklers
because of access problens. But a block and a half away it
wasn’t necessary. A subdivision in Anchorage has been nenti oned.
A block below it and the one above it do not require a sprinkler
system just one block does because that is the agreenent that
t he devel oper made with the municipality to get the subdivision.
“They could ve put hydrants in; they could have put assist
punps; they could put better quality construction; so there’'s
pros and cons that this does not take away from the
muni ci pality. The option is always there.”

10: 33: 26 AM
SENATOR PASKVAN asked if M. Mchelsohn believes that a | ocal
jurisdiction should have a say in adopting any buil di ng code.

MR. M CHELSOHN said he is in favor of any nunicipality adopting
the code and being able to amend it as it sees fit. But if the
state adopts the IRC in its entirety, then no jurisdiction in
the state will be able to anmend out fire sprinklers.

CHAI R MENARD asked if he sees this as a proactive bill.

VR. M CHELSOHN said he sees the  bill as preventative
mai nt enance. “l foresee sonme other issues com ng down the road.”

SENATOR KOOKESH asked if “we would be preenpted from doing
anything” if the state adopts that code. In order to adopt
sonmet hing, a decision would be made. “It doesn’t just get forced
on us; we’'d have the sane discussion.”

10: 35: 08 AM
MR. M CHELSOHN said the codes that are currently adopted in the
state are the IBC, UPC, UMC, |IFC, NEC, and the | EECC.

SENATOR KOOKESH said he is not talking about those; he is
tal ki ng about the one--
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MR. M CHELSOHN interrupted and said the IRC. “I don’t know your
process. We're trying to figure that out right now Wat is the
process to get a code adopted statew de?”

SENATOR KOOKESH said if the legislature had to adopt a code
statewi de, “we, the legislature, would have that determ nation
in front of wus.” Nobody else would, so the l|egislature would
have an option--

MR MCHELSOHN interjected, “I don't know if that’'s a true
statenment, sir.”

SENATOR KOOKESH asked who nmkes a decision that would override
the state | egislature.

MR. M CHELSOHN said he asked soneone in the Departnent of Labor
because the codes are split with it and the state fire marshal
He doesn’t know if it goes in front of the |egislature or not.

SENATOR KOOKESH said, “OK, then for you to cone here and say
that it’s going to be adopted is a msnoner because you don’t
even know that.”

MR. M CHELSCHN said, “lI said we're trying to prevent this in the
event that it gets adopted, because a |lot of the areas are going
to try to get this code adopted. It’s in right now being
proposed.”

10: 36: 31 AM

ANNI E CARPENETI, Attorney, Crimnal Division, Departnent of Law,
said she works with the fire marshal to adopt these codes. The
process begins with the fire marshal sending her the codes that
are adopted by reference, “and you have to go through the codes
because they except from the adoption by reference various
sections of the code that the fire marshal does not want to
adopt by reference.” She believes that the fire marshal would
not be able to adopt any provision that deals with one and two-
resident buildings, because that is not part of the statutory
authority given to the fire marshal. “They are not allowed to
regul ate residences under four wunits.” These are adopted by
regul ation, which first go through the regulatory process of
public notice, hearings, and comrents. She goes through the
codes, section by section. She showed a book of the regul ations
adopted by the fire code and it has the IBC with exceptions. The
exceptions go on for pages and pages. The legislature has the
authority to change them
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10: 39: 09 AM

SENATOR KOOKESH said he saw a lot of letters of support. There
was a lot of testinony in opposition, so he asked if Chair
Menard got any letters in opposition.

CHAI R MENARD said, “W did not.”

MR. ROVITO said he was contacted by the AM. [Al aska Mnicipa
League], “and just had a brief conversation, and that was the
end of that. None of these people had ever contacted ne.”

SENATOR KOOKESH said he never expected that nmuch opposition
because it wasn’'t in the record.

SENATOR PASKVAN asked for clarification. If the state fire
mar shal cannot regulate a building under four units, is there
any need for this?

CHAI R MENARD said that is a good question.

SENATOR PASKVAN asked why the local jurisdictions shouldn’t
fight the battles based upon their own issues. Since the fire
mar shal cannot regul ate these buil dings, he wondered if this is
even necessary.

10: 41: 17 AM
SENATOR KOOKESH said he likes local options, and he hasn't yet
seen a problem here that needs to be corrected.

CHAIR MENARD said the next commttee of referral is the Senate
Labor and Commerce committ ee.

SENATOR MEYER asked the chair if she wanted to nove the bill and
do the clean-up work in the next commttee. He noved SB 129 with
att ached fiscal not es from committee W th i ndi vi dua
recomrendat i ons.

SENATOR KOCKESH obj ected. This bill has problens and he hopes to
see it worked on in the Labor and Comerce conmttee. He is
concerned about l|ocal options, the definitions, and whether this
is really needed. This is not a lurking problem He said he has
al ways been opposed to legislation that just adds to the
bureaucracy. He renoved his objection and SB 129 noved out of
conmittee.

10: 43: 21 AM
The conmittee took a brief at-ease.
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HIR 19- O L TANKER ESCORT VESSELS/ O L SPILL ANN V

10: 45: 30 AM
CHAI R MENARD announced t he considerati on of HIR 19.

ERI N HARRI NGTON, Staff, to Representative Al an Austerman, Al aska
State Legislature, sponsor, said today is the anniversary of the
Exxon Val dez oil spill. There are many people around the state
who are keenly interested in HIJIR 19, which recognizes the spil
and supports the continued practice of acconpanying each | aden
oil tanker in Prince WIlliam Sound with a two-vessel escort. The
Exxon Valdez ran aground on Bligh Reef 20 years ago today and
spilled nearly 11 mllion gallons of crude oil. It oiled 1,300
mles of coastline, reaching as far away as Chignik which is 700
mles away. The death toll included 250,000 sea birds, 2,800 sea
otters, 300 harbor seals, 250 bald eagles, up to 22 killer
whal es, billions of salnon and herring eggs, and many intertidal
pl ants and animals. Many species are still recovering today. In
1990 Congress passed the GOl Spill Prevention Act (OPA-90). It
addresses preventing, respondi ng to, and paying for oi
pol lution. One outcone was that |aden tankers with a single hul
had to be escorted by two vessels.

10: 48: 38 AM
M5. HARRINGTON said that is not a panacea, and the Coast Guard
studied what would have happened if the Exxon Valdez had been

doubl e-hulled. 1t concluded that there would have still been at
| east a 4-mllion-gallon spill, which would have been
catastrophic as well. Alaska also passed legislation follow ng
the spill, so shippers now nust have oil spill prevention and
contingency plans -- an exhaustive process for preventing and
responding to an oil spill. These plans are not set in statute,
but the current plan requires a two-vessel escort for all |aden

tankers in Prince WIliam Sound, single or double hulled. The
plans are reviewed every five years, and they can be anmended by
the Department of Environmental Conservation but are not
outlined in law. She provided a photo of a two-tug escort. One
tug is tethered to the ship. Wthout it the tanker can take up
to two mles to stop in an energency.

10: 51: 16 AM
SENATOR KOOKESH asked if OPA-90 will be anended to elinmnate the
escorts.

M5. HARRI NGTON said OPA-90 only requires single-hulled tankers
to have escorts. The last of the single-hulled tankers wll be
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gone from Prince WIliam Sound by 2012 or earlier. So there wll
no longer be any federal requirenent for the two-tug escorts

She noted editorials in Al aska papers, and there is interest in
pursuing legislation that would require the escort regardl ess of
the hulls.

SENATOR KOOKESH asked if this resolution will just send a
nmessage to Congress to continue the two-tug escorts.

M5. HARRI NGTON sai d yes.

10: 53: 22 AM

DOROTHY MOORE, Council Menber, City of Valdez, said she is a
former history teacher and a life-long resident of Valdez. She
is on the city council and is its representative to the Prince
WIlliam Sound Regional Citizen's Advisory Council. She urged
passage of HIR 19. “W have 20 years of experience that worked.
| don’'t think we need to fix something that isn't broken. W
need to learn fromthe past to protect Prince WIIliam Sound for
all of Alaska.”

TOM KUCKERTZ, Project Mnager, Prince WIIliam Sound Regional

Citizen’s Advisory Council, Valdez, said there are 18 nenber
entities on the council. Its m ssi on is to pronote
environmentally safe transportation of oil from the Alyeska

termnal. The system in place has done very well over the past
20 years. “We think that two tugs are very inportant,” and on
behal f of the council, he urged passage of HIR 19.

CHAI R MENARD asked if anyone is opposing the bill.

MR. KUCKERTZ said he knows of no opposition, but the Coast CGuard
would like to do a risk assessnent. His group believes that that
is not needed because risk assessnents tend to be biased toward
those who are paying for them “but it can be worse than that.”
The risk is determined by nmultiplying the probability of
somet hi ng happening by the consequences -- a very small nunber
by a large nunber. The small nunber is the one big accident out
of the 15,000 tanker trips. So the probability of an accident is
determned to be 1 in 15,000. “The folks that want to do a risk

assessment will tell you that we don't want to use that nunber
because it is too large — we want to use one in a mllion. Wll,
we know it’'s not one ina mllion.”

10: 57:16 AM

SENATOR KOOKESH said a lot of noney has been spent since the
spill to build double-hulled tankers. Wat was that purpose of
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that if we will continue to use two tugs? W pays for the tugs?

“I"'m all for safety but I'm really thinking that we ve nmaybe
crossed that threshold a little bit of a ways back by saying
everybody’s required now to build double-hulled tankers. 1’'m

sure that’s a huge expense to sonebody.”

MR. KUCKERTZ said both tugs are paid by industry. There has
al ways been a single-tug escort. There can be a |ong discussion
regarding the nerits and deficiencies of double hulls. The
double hulls lessen the release of oil wth a |owenergy
groundi ng, such as the side-swiping of a bridge by the Cosco
Busan [in San Francisco Bay in 2007], and chances are that it
woul d not have leaked if it were double hulled. In a high energy
groundi ng, such as the Exxon Val dez, double hulls could reduce
the leak by 60 to 40 percent. “But we haven't really done the
experinment.” Half of the bottom ripped out of the Exxon Val dez,
and a double hull mght not have done that nuch better. Double
hulls ride higher in the water, so the oil is under
gravitational force to | eak nore.

10: 59: 39 AM
SENATOR PASKVAN surm sed that this is just a resolution because
of a federal preenption under the conmerce cl ause.

MR. KUCKERTZ said he is an engineer not a |awer, but he thinks
that is the case. He hopes the resolution will help make sure
Al aska's resources are protected.

JOHN VALSCO, Homer Representative, Prince WIIliam Sound Regi ona
Citizen's Advisory Council, said HIR 19 is not against the oi
industry. He has seen how oil tax dollars have built Honer’s
infrastructures. He worked on the construction of the pipeline,
and now he and his son both fish comercially. The oil industry
has to share Al aska waters with other users. HIR 19 is a first
step in codifying using two tugs in Prince WIIiam Sound.

11: 02: 13 AM

JERRY MCCUNE, United Fishernman of Alaska, said he is also the
president of Cordova District Fishernen United. The groups
support this resolution. Prevention is the key. Two escorts nake
everybody happy and give them the peace of mnd that the tanker
can be noved or towed.

SENATOR KOCOKESH asked the additional cost of the tug and what
the industry’'s position is.
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MR. MCCUNE said he can't speak for the oil industry, but the
resol ution says they are neutral.

11: 03: 39 AM

SENATOR PASKVAN nmoved to report HIR 19 from conmttee wth
i ndi vidual recomendations and attached fiscal note(s). There
bei ng no objection, HIR 19 noved out of conmttee.

The commttee took a brief at-ease.

SB 126- REEMPLOYMENT OF RETI REES; EXEMPT SERVI CE

11: 06: 09 AM
CHAI R MENARD announced t he consi derati on of SB 126.

G NGER BLAI SDELL, Director, Adm nistrative Services, Departnent
of Revenue (DOR), said SB 126 has three parts: two positions in
DOR, 23 positions in the Departnent of Natural Resources (DNR)
and an extension of a sunset for the retiree/rehire program The
positions for DOR include the state conptroller and the chief
econonmi st. The economist is in a classified position in the
supervi sory bargaining unit, and after nultiple recruitnents the
position has been unfilled for a year and a half. The bill wll
exenpt the position so the state can increase the pay. The state
conmptroller has turned over four tinmes in four years because the
enpl oyee has left for a higher paying job. The bill wll nove it
into exenpt status instead of partially exenpt “so that we could
use a different pay scale.” The positions in DNR are
prof essional |evel, which are out-narketed. Market-based pay in
the private sector is significantly higher than what the state
can offer. “So we're looking at taking them from tenporary-
project service into full-time exenpt status for a long-term
project.” The retiree/rehire program has had two different
terms. This one will sunset on June 30, so on July 1 the few
enpl oyees that are retirees would have to make a choice of
retaining their positions and stop receiving their retirenent
benefits, or they would have to retire, making those positions
vacant .

11: 09: 24 AM
CHAIR MENARD said the first retiree/rehire program started in
2001 and was continued in 2005. What was the original intent?

M5. BLAISDELL said it was to fill positions that were difficult
to fill.
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CHAI R MENARD asked if retirees, prior to 2001, were prohibited
fromreturning to state work in any capacity.

M5. BLAISDELL said once state workers retire, they receive
retirement benefits. If they return to work with the sane plan
they forfeit retirenment pay and receive regular position pay.

11:10: 24 AM
CHAI R MENARD surm sed that there would be 23 enpl oyees affected.

M5. BLAISDELL said those are at DNR and are not rehired
retirees. The 23 enployees in that program are listed in a
report that the conmttee has. There are 77 TRS active retirees
and 47 PERS active retires enployed by state and |oca
gover nnents.

CHAI R MENARD asked how this affects young enployees who want to
clinb up the | adder.

M5. BLAI SDELL said there have been questions on upward nobility,
but the retiree/rehire program is only allowed if there are
fewer than five candidates for any given position. It is not a
shoe-in for the retiree to get that job. There are only 36
positions using the program and the state has 15,000 to 17,000
enpl oyees.

CHAIR MENARD said she has always had a problem with retirees
taking the slots of new hires who have potential. It shuts out
opportunities.

SENATOR PASKVAN asked if there are 124 in TRS and PERS, and the
bill is to expand it with 23 positions in DNR

MS. BLAI SDELL said no. There are two separate actions in SB 126.
The DNR and DOR positions are just being changed to exenpt
service to use a different pay scale. The retiree/rehire program
i s separate.

11:14: 14 AM
SENATOR PASKVAN asked the average age of retirenent for the 124
peopl e.

MS. BLAI SDELL said she doesn’t know.

CHAI R MENARD asked about making it two separate bills.
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M5. BLAISDELL said the bill has two topics, but both are
personnel related. She is not sure why the governor chose to put
themin one bill.

11:14: 58 AM
SENATOR FRENCH asked if this is “nust-have |egislation.”

M5. BLAISDELL said if the portion that allows the positions to
beconme exenpt were deleted, the DNR positions would remain in
tenporary status, and the DOR positions would likely remain
vacant or becone vacant. Those positions are critical to the
needs of the state. The retiree/rehire program will sunset on
July 1 if the bill doesn’'t pass. So, 124 people will need to
make the choice of staying in their positions w thout draw ng
retirement benefits or |eaving.

SENATOR FRENCH asked if those 124 would stop getting retirenent
if they stayed in their jobs.

M5. BLAI SDELL said that is correct; they would just be receiving
their regul ar pay.

11:16: 22 AM
SENATOR FRENCH asked if it is a nust-have bill for the governor.

MS. BLAI SDELL said she doesn’t know.

SENATOR FRENCH said he has many questions and would like to
address it later.

CHAI R MENARD agreed. In the interest of tine, the conmttee wll
take it up on Thursday.

SB 126 was hel d over.
11:17: 23 AM

CHAIR MENARD adjourned the Senate State Affairs conmmttee
nmeeting at 11:17 a. m
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