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SENATE BI LL NO 157

"An Act directing the Al aska Permanent Fund Corporation to
transfer $22,700,000 from the principal of the nental health
trust fund to the Al aska Mental Health Trust Authority; relating
to the developnment of revenue-producing facilities on nental
health trust land and to the Al aska Mental Health Trust
Aut hority Subport Ofice Building;, authorizing the issuance of
certificates of participation for construction of the building;
approving leases of all or part of the building by the
Departnment of Administration; and providing for an effective
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MOVED SB 157 OQUT OF COW TTEE
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Resources; relating to reenploynment of and benefits for or on
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providing for an effective date by anending the delayed
effective date for secs. 3, 5, 9, and 12, ch. 57, SLA 2001 and
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Juneau AK

POSI TI ON STATEMENT: Presented SB 157.

HARRY NOAH, Executive Director
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Depart ment of Natural Resources
Anchor age AK
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Heal th Trust
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JEFF JESSE

Al aska Mental Health Trust Authority

Anchor age AK

PCOSI TI ON STATEMENT: Spoke in support of SB 157.

JEFF BUSH, Deputy Mayor

Cty and Borough of Juneau

Juneau AK

POSI TI ON STATEMENT: Spoke in support of SB 157.

WAYNE JENSEN, Architect
Juneau AK
PCSI TI ON STATEMENT: Answered questions regarding SB 157.

DEVEN M TCHELL, I nvestnent Manager

Departnent of Revenue

Juneau AK

POSI TI ON STATEMENT: Answered questions regarding SB 157.

DAN WAYNE, Attorney

Legi sl ative Legal and Research Services Division
Al aska State Legislature

Juneau AK

PCOSI TI ON STATEMENT: Explained the CS to SB 126.

AGNES MORAN, Parent
Ket chi kan AK
PCSI TI ON STATEMENT: Spoke in support of the original SB 126.

HANNAH RAM SKEY, G andparent
Ket chi kan AK
PCOSI TI ON STATEMENT: Spoke in support of the original SB 126.

G NGER BLAI SDELL, Director of Adm nistrative Services

Depart ment of Revenue

Juneau AK

POSI TI ON STATEMENT: Spoke in support of the original SB 126.

ACTI ON NARRATI VE

9:01: 57 AM

CHAIR LINDA MENARD called the Senate State Affairs Standing
Commttee neeting to order at 9:01 a.m Senators Kookesh,
Paskvan, Meyer, and Menard were present at the call to order

SB 157- CERTI FI CATES OF PARTI Cl PATI ON FOR SUBPORT
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9:02: 59 AM
CHAI R MENARD announced t he consi derati on of SB 157.

DENISE LICCIOLl, Staff to Senator Donny O son, Alaska State
Legi sl ature, sponsor, said the Departnment of Labor needs new

of fice space in Juneau. The lease on the current space wll be
up in June of 2012, and no other space in Juneau will hold the
300 enpl oyees who work in the departnent. O her space is needed,
and it will likely need to be built because of the lack of a
suitable building in Juneau. SB 157 wll authorize the
certificates of participation “for one of the options that
exists for taking care of that need for space.” Even if it
doesn’t pass there wll need to be an RFP [request for proposal]

i ssued for space, and that is a fairly long process. Gven the
timng, it is inportant to nove on this. There are two state-
owned office buildings that house three state departnents that
are in bad need of significant renovation. The Departnent of
Adm ni stration approached the Mental Health Trust to look into a
joint project to satisfy sonme of those needs. It would be
nmut ual Iy benefici al .

9:06:21 AM

M5. LICCIQOLI said the core mssion of the trust is to devel op
and manage trust assets for nental health beneficiaries. The
trust owns this land, and it is in the top priority for
devel opnment. SB 157 will enable the trust to develop the nuch
needed office and retail space on land it owns. The offices that
are in need of better facilities would benefit. The proposed

building wll wuse nobdern construction standards and energy
efficiency. This new facility wll save the state noney and
provide a steady revenue to the trust. SB 157 will enable the

trust to nmove forward with the construction
CHAI R MENARD asked how ol d the buil dings are.

M5. LICCOLI said the Departnent of Public Safety building is
about 40 years ol d.

9: 08: 58 AM

REPRESENTATI VE CATHY MJUNQZ, Al aska State Legislature, said the
public safety building was supposed to be tenporary when it was
built in 1970. The state will have to invest considerable funds
to bring it up to standard or replace it. The other site is the
Department of Fish and Gane building in Douglas that was built
in the 1950s. It needs nmmjor rehabilitation. Both facilities
woul d require about $8.5 million of renovation. The |egislation
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is to allow the Mental Health Trust to develop the land, and the
parcel in the bill has been a priority for devel opnent by the
trust for many years. The trust holds |and throughout Al aska.
Its mission is to develop these |lands to the nmaxi num benefit of
its beneficiaries. The timng of the legislation is critical
because the old buildings are in dire need of repair. The |ease
is soon to expire for the |abor departnent building, and the

state doesn’'t want to remain in that space. There wll be a
savings to the state of $13 mllion over the course of the
| ease. The trust wll receive revenue for the next 20 to 30
years. As the |andowner, the trust provides the |land and hal f of
the construction costs. The bill wll allow the trust to access
$22.7 mllion in trust funds. The state will neet a critical
need for space. The bonds will be paid back with the revenues of

the |l eases. This is a win-win proposal.

9:13: 24 AM
SENATOR KOOKESH asked what the revenue will be to the trust.

REPRESENTATI VE MUNOZ said trust funds are managed by the Al aska
Permanent Fund. The rate of return wll start out as being
simlar to its current investnents, but over tinme the revenue to
the trust will increase greatly.

SENATOR KOOKESH said the noney earns interest now, and if it is
spent, there has to be sone sort of incone.

9:15: 07 AM
SENATOR MEYER said a big concern is the loss of property tax
when a state entity builds a building.

REPRESENTATI VE MUNOZ said the City of Juneau supports this.

SENATOR MEYER said it wll raise property taxes for everybody
else [in Juneau]. It won't go on the private tax roles.

REPRESENTATI VE MUNOZ said the city recognizes the need for the
enpl oyees to be in a space that neets the requirenments of a
state | ease. Those requirenents are not being net.

SENATOR MEYER said those sanme needs could be net by a private
devel oper wi thout | osing property taxes.

REPRESENTATI VE MUNOZ said there are a lot of financial benefits

to working with the trust. The property tax situation could be
di scussed by the city. The city sees this as positive.
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9:16:56 AM
SENATOR MEYER asked what rent the state is currently paying.

REPRESENTATI VE MUNOZ said the state is paying $2.33 per square
foot. Renovations are needed, so when the lease is up the rate
will Ilikely change. The rent on the proposed facility has a
negotiated ceiling of $3.50 per square foot. That rate is in
line with Cass B space around the state. The state often has to
i nvest funds beyond the square footage rate in order to neet
state standards with |lighting and technol ogy.

9:18: 09 AM
SENATOR MEYER asked about adequat e parking.

REPRESENTATI VE MUNOZ said the site is 4.5 acres, and there is
sufficient |and for parking.

HARRY NOAH, Executive Director, Land Trust Ofice, Mental Health
Trust, Departnent of Natural Resources, said the trust wll
invest $22.7 mllion, and “we’'re asking 7.5 percent on that
nmoney, which basically is on par with what we would get for that
noney in the permanent fund under nornmal conditions. W' re also
asking for 8 percent of the value of the land as per the |ease
of the land.” Utinmately the building will be paid for, and then
there will be a cash flow There are still negotiations with the
state on what that nunmber will be. This bill will set an upper
l[imt, but there will be sone negotiating after the bill passes.

9: 20: 46 AM

VERN JONES, Chief Procurement Oficer, Al aska Departnent of
Adm ni stration, said the state has been working with the trust
and he believes that the building will provide the state wth
savings and solve several problens. The Departnent of Labor is
housed in a large building and the lease is ending. There is no

vacant space in Juneau, and a new building wll be an
i nprovenent. There have been issues with the current facility.
The bill solves other problems for his division, which nanages
several state office buildings, including the Public Safety

building that was built in 1970 as a tenporary structure. It
needs a lot of work. The Fish and Gane building in Douglas has
numer ous problenms. Wnd, rain, and snow cones through the gaps
in the walls and wi ndows. The state is very reluctant to invest
mllions into facilities that are well beyond their wusable
lives. It would be throwing good noney after bad. SB 157 wl

get the state into energy efficient buildings that are suitable
for state enployees. His division provided the analysis, and it
shows a substantial savings over the years. It is fairly
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conservative because it only includes the current list of

deferred mai ntenance, and who knows how nuch nore work will need
to be done. In fact, the buildings wll probably need to be
repl aced. Even though the state still has to negotiate the |ease
rate, the bill is in the state's best interest.

9:24: 44 AM

JEFF JESSE, Al aska Mental Health Trust Authority, said M. Noah
and Representative Moz explained the bill well. The DOA
approached the trust and the trust land office did a great job
of assessing options and potential returns. This wll benefit
the trust.

JEFF BUSH, Deputy Myor, Cty and Borough of Juneau, said the
assenbly took up an ordinance to change the zoning to allow this
project to proceed. The city is fully supportive.

9:26: 58 AM
WAYNE JENSEN, Architect, Juneau, said his conpany has been
wor ki ng on this project and can answer questions.

SENATOR KOCKESH asked how nmuch parking is required.

MR. JENSON said there are two requirenents. The city has | and-
use requirenments, and the lease will have parking requirenments

Both will be an obligation of the trust. The requirenments
generally depend on the size of the building. There is adequate
par ki ng space.

9:29: 25 AM

DEVEN M TCHELL, I nvestnent Manager, Departnent of Revenue, said
the project is a convergence of a variety of mssions for the
trust and the state of Alaska. The practice of using
certificates has been used a nunber of tinmes throughout the
state. It is a means of borrowi ng noney for specific facilities.
It was used recently for a virology lab at the university in
Fai rbanks. It was used for the replacenment of the “API” facility
in Anchorage, which was a simlar partnership for sonething that
was badly needed. The certificates that he would sell would
receive ratings in the |low double-a category. “The state sold
general obligation bonds today, which is a slightly better
credit than a subject-to-appropriation credit, but the 20-year

bonds - and these were approved in Novenber of 2008 for
transportation projects throughout the state — the true interest
cost was 4.04 percent.” The fiscal note assunes 5.5 percent,

which is obviously conservative in today’'s narket. Today' s rate
is indicative of what m ght be possible.
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SENATOR MEYER asked, “W’'ve already got the noney at 5 percent
secur ed?”

MR MTCHELL said no, the fiscal note provided an estinmate of
what m ght be possible. There has been a wde distribution of
avai l able interest rates over the last six nonths because of the

di sl ocation seen in Cctober, in particular. There were certain
days you couldn’t sell bonds. “A credit Ilike this is an
extrenely strong credit that’s recognized in the nmarket. But,
still, if you have Merrill Lynch and Lehman Brothers ... being
purchased or going out of business, then that type of
dislocation is difficult to overcone.” The Matanuska-Susitna
borough |ease revenue bonds are supported by the state on a
subj ect-to-appropriation basis, “and that is the credit - the

borough pledges the |ease paynents that it receives from the
state, so it’'s called sonmething different, but it’s the sane
credit.” Those achieved an interest rate of just wunder 6
percent, versus 4.04 today. “The state’'s [general obligation
bonds] would have priced better than the |ease revenue bonds
back on Decenber 22, but maybe 50 basis points better, not 200.~

9: 33: 54 AM

SENATOR MEYER said his concern is the state’s overall debt | oad.
Are you confortable that we can take on this additional debt and
still maintain a good credit rating?

MR MTCHELL said that is one of Alaska's strengths. The state
has a relatively |ow debt burden, not necessarily in a ratio
perspective because of Alaska's small population, but relative
to the high oil revenue. “W're well wthin the paraneters

we typically use 5 to 8 percent as a threshold of unrestricted
revenue as being an acceptable level of debt service.” Wth the
updated revenue forecast, Alaska is in the 5-ish range,
including the Mat-Su bonds and the [general obligation bonds]
that were just issued.

9:35: 19 AM
SENATOR MEYER said Alaska's revenue is based on one source
which isn't doing well. QG| price and production are decli ning.

MR MTCHELL said Alaska's reserve position is incredible
relative to other states. He nentioned the CBRF [constitutiona
budget reserve fund], SBR [statutory budget reserve], and the
forward-funding of education. Those allow Alaska to retain a
high rating despite the volatility of the revenue stream The

SENATE STA COW TTEE - 8- April 2, 2009



state has protected its position. It is a relatively small
obl i gati on.

CHAI R MENARD asked if the note is for 30 years.

MR MTCHELL said it is 20 years. There are two things. “There’'s
COPs, which are 20, and there’s a lease for the facility.”

9:36:42 AM

SENATOR MEYER said he is convinced that this is needed. He noved
to report SB 157 from conmttee with individual recomendations
and attached fiscal note(s). There being no objection, SB 157
noved out of comm ttee.

9:37:49 AM
The conmmittee took a brief at-ease.

SB 126- REEMPLOYMENT OF RETI REES; EXEMPT SERVI CE

CHAI R MENARD announced t he consi derati on of SB 126.

9:40: 24 AM

SENATOR PASKVAN noved to adopt the proposed conmittee substitute
(CS) to SB 126, |abeled 26-GS1035\S, as a working docunent.
There being no objection, Version S was before the conmttee.

DAN WAYNE, Attorney, Legislative Legal and Research Services
Division, Alaska State Legislature, said the CS creates a six-
nmonth waiting period between the tine a person can retire and be
rehired. On page 3, line 4, the bill deletes the |anguage “in
the executive branch of state government”. This is significant
because “we’ve taken out the words on line 27 simlar to the
procedure.” This makes all enployers subject to the procedure.

CHAIR MENARD surmsed that it deletes “executive branch” and
will apply to any enpl oyer.

9:43: 08 AM

MR. WAYNE said that is correct. A nenp in the commttee packet
expl ains a technical change on page 3. There was a bill in 2005
that called for a repeal in 2009 of certain statutes. Two of
those statutes were noved to other places. So the bill was
anended to target that |anguage nore accurately. After the
repeal in 2010, there won’t be language left in statute that
refers to rehired retirees.

CHAI R MENARD said the sunset date will be 2010 i nstead of 2013.
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MR. WAYNE said yes, and the title was changed because Section 1
was deleted. He believes that Section 1 would have put sone
enpl oyees into exenpt service.

CHAIR MENARD said on page 2, line 7, “we took out the word
‘simlar’ to clarify that it applies to all enployers.” The bil
was al so changed from 5 to 3 applicants. Section 1 was renoved
so that DNR enployees are left as they are now with the thought
that they woul d be addressed in separate |egislation.

MR. WAYNE said it was taken out, but he doesn’'t know why.

CHAIR MENARD said, “On 3, we renoved the chief econon st and
left in the conptroller.”

MR. WAYNE said yes, and the title was changed to reflect that.

9:47: 33 AM
CHAI R MENARD apol ogi zed that citizens from Ketchi kan were not
allowed to speak at the last neeting. She spoke to them
personal ly, and she believes in an open process. They are on
i ne today.

AGNES MORAN, Parent, Ketchikan, said she has two children. She
doesn’t have access to the CS, but she supports the original SB
126. It allows rural schools access to experienced educators and
adm ni strators who have nmade a commtnent to remain in Al aska.
The nunber of participants in the retiree/rehire program my
appear small but their inmpact on a community is large. Many are
certified in various special education fields. The reading
specialist at her children’s school is one such individual. The
specialist has close ties to the Native comunity and is a
positive role nodel. At the charter school, 86 percent of the
Al aska Native students scored proficient in |anguage arts and
math. That is higher than any other group in the school. Access
to educators with experience in special needs is inportant. Her
child spent six years in the special needs program These
teachers are resources for the children and other educators. Her
son's first-grade teacher was fresh out of <college and
overwhelned by the needs of her diverse group of students.
Fortunately she had access to experienced educators to help
gui de her. Schools with rehired retirees have current openings.
Instead of viewing them as barriers, they should be seen as
bridges. Students, famlies, and communities benefit from the
experience of these rehires. She urged the passage of SB 126.
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9:51:14 AM

HANNAH RAM SKEY, Ketchi kan, said she is a grandparent of a child
who has struggled and gets a lot of additional help. M.
Ram skey has sent several letters, and she has explained why
there was a custodian on the Ketchikan rehire list. That person
has left. She is concerned about the anmendnents. A charter
school without an experienced principal will need to do wthout
one for six nonths or hire someone who is not qualified. “Do you
do without a reading specialist in Ketchikan because there
aren’t any that are certified in the curriculum that you have?”
She spoke of the inmpact of waiting six nonths. She questioned
the public process in the creation of the CS. She has been at
every hearing and didn’'t know when the bill was changed. During
House hearings she was inpressed when a nenber asked a union
representative if it would be K if a retiree from another state
coul d double dip. The union man said “Wll yea, that’'s OK.” So a
commtted person in Alaska won't be able to do what sonmeone from
any other state can do. Ketchikan has 15 feet of rain in sone
years, so new people often don’'t last. The lack of a Nordstrom
store seens to be an issue for wves. She asked the commttee to
| ook at the inpact on children. “Do we just take what we can get
even if it’s not right?”

9:54: 54 AM

G NGER BLAI SDELL, Director, Adm nistrative Services, Departnent
of Revenue, said she |ooked at the CS last night. She noted that
Chair Menard kept saying “all enployers” instead of “simlar”,
and she presuned the chair was referring to all enployers who
partici pate in PERS.

CHAI R MENARD sai d yes.

M5. BLAISDELL clarified that the bill wll not inpact the
private sector. Changing the 30-day to 180-day provision wll
elimnate individuals from being considered for nearly the life
of the program since it’s now slated to sunset in one year. It
elimnates the younger spectrum of the retirenent community.
Changing from five applicants to three is fine. Typically, if a
retiree is rehired, he or she is the only qualified applicant.
The one-year extension doesn’t address the issue of unqualified
or unwilling applicants for hard-to-fill positions. “Elimnating
the chief econom st |eaves the state with a critical vacancy in
a position that would be guiding the state in its critical
gl obal economic strategy. Elimnating the oil and gas positions
puts the state at risk for high turnover in critical positions
in oil and gas developnent.” This bill doesn't acconplish what
was intended: providing a hiring pool to keep Al askans enpl oyed
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in Alaskan jobs regardless of their retirenent status and to
provide options for hiring critical positions for t he
departnents of revenue and natural resources.

9:57: 53 AM
SENATOR KOOKESH said he doesn’'t |ike the change of 30 days to
180 days and won’t support the bill with that in it.

SENATOR MEYER asked about a conprom se of 3 nonths.

SENATOR KOCKESH said he doesn’t |ike 180 days. He could probably
support 90 days. “I just don't want to have to wait that |ong

because | cone froma rural district too and sonetinmes you need
sonebody right away.” The tine constraint doesn’t work. The
intent of the bill was to have a pool [of applicants]. “W m ght
as well just not pass this bill if we’'re going to put those
ki nds of restrictions on.”

SENATOR MEYER said he agrees. Sonetines a person gets a little
rusty after six nonths, “and if you indeed need to have this
person, you want him [or her] to cone in and hit the ground
runni ng.” Perhaps 90 days woul d be better.

10: 00: 33 AM
SENATOR KOOKESH said he can live with that, but he wouldn't be
happy about it.

SENATOR PASKVAN asked about a teacher retiring out of one TRS
school district, and if that neans he or she couldn’t go to a
rural district to teach. He asked if Senator Kookesh is worried
about that situation.

SENATOR KOOKESH said yes, there has to be a pool of applicants.
Oten teachers in rural Al aska have to |eave m dyear. A teacher
i n Angoon got cancer, and her teacher husband had to |eave with
her for seven nonths. If a school has to wait for six nonths to
hire sonmebody, “you’'re teaching the kids in that school wth
substitute teachers who have never gone to college.”

CHAI R MENARD said that is a reasonabl e concern

SENATOR MEYER noved to adopt conceptual Amendnent 1 to change
the waiting period from 120 days to 90 days.

SENATOR PASKVAN objected in order to discuss the anmendnent. H's

concern is a retiree staying in the sane job. That is different
from the situation that Senator Kookesh is talking about. He
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absolutely agrees in accomodating those situations and making
sure there is a big enough pool. But soneone retiring and
keeping the job is the concern.

10: 03: 53 AM
SENATOR KOOKESH said 90 days will give a gap for looking for a
different enployee. “The school is going to have to find

sonebody, and they could find sonebody who's not a retiree.”

SENATOR FRENCH said that is a good point with regard to school
districts. The school district issue is in Section 1, and

Section 4 relates to PERS enployees. “If we want to deal wth
teachers, Section 1 should be 90 days and we could |eave the
ot her 180-day nunber alone, and still fix the concern you have.”

SENATOR KOOKESH said he is concerned about teachers and hasn't
t hought about ot her enpl oyees.

SENATOR MEYER said he is not sure if a simlar situation could
happen with a PERS enpl oyee.

SENATOR KOOKESH asked who wote the CS

CHAI R MENARD said she did and has no problem with changing the
nunber of days for both. She is trying get sonething better than
the original bill because there has not been the attention paid
to this that there should be. Sone people get hired the day
after retiring.

SENATOR KOOKESH surm sed that she wants a separation, but 180
days is too nuch. He supports 90 days for both TRS and PERS
enpl oyees.

10: 06: 32 AM
SENATOR MEYER said there are critical positions in the courts
He doesn’t know how 90 days or 120 days will inpact them

SENATOR PASKVAN said he has no problem if sonmeone retires from
the Fairbanks school district and wants to teach in Angoon.
“They stop teaching in May in Fairbanks and they start teaching
in August/Septenmber in Angoon.” His problem is a person who
retires froma chair in an office on one day, and the next day
he or she has the sanme chair.

SENATOR KOOKESH said if that position is critical, no one wll
wait 90 days for that person
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CHAIR MENARD said by putting the departnent on notice it wll
actively try to recruit. If there are stellar enployees, it is
human nature to slide theminto the same slot when they retire.
It is tenpting to keep those good people. But it is arrogant for
any of us to think we can't be repl aced.

SENATOR PASKVAN said he supports a 90-day change, especially
with the repeal set for July of 2010. Next year wll be the
opportunity to |l ook at how many people have participated and how
many stayed in the sanme job or noved to another district.

10: 09: 34 AM
SENATOR PASKVAN renoved his objection, there being no further
obj ecti ons, conceptual Amendnent 1 was adopt ed.

SENATOR MEYER noved to report the CS to SB 126, |abeled 26-
GS1035\ S, from commttee, as amended, W th i ndi vi dual
recommendations and attached fiscal note(s). There being no
obj ection, CSSB 126(STA) noved out of commttee.

10: 10: 44 AM
The neeting was adjourned at 10:10 a. m
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