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9:04: 49 AM

CHAIR BI LL W ELECHOABKI called the Senate State Affairs Standing
Committee neeting to order at 9:04 a.m Present at the call to
order were Senators G essel, Paskvan, and Chair W el echowski .

SB 150-M LI TARY TRAI NI NG CREDI T

9: 05: 54 AM

CHAI R W ELECHOASKI announced that the first order of business
would be SB 150. At the previous neeting the University of
Al aska testified about progress in providing retired mlitary
service nenbers with credit for mlitary training and work

experi ence. Diane Barrens  of the Alaska Comm ssion of
Post secondary Educati on, Depart nent of Educati on, had no
problems with the bill. Don Habeger and Sarah Chanbers from the

D vision of Corporations, Business, and Professional Licensing
Departnent of Commrerce and Econom ¢ Devel opnent (DCCED), raised
guestions about sonme of the wording in the bill. As a result of
t hose discussions, a new conmttee substitute (CS), version X
is before the commttee.

9: 06: 38 AM
SENATOR PASKVAN noved to adopt CSSB 150, |abeled 27-LS117\X, as
t he wor ki ng docunent before the commttee.

SENATOR W ELECHOWBKI obj ected for discussion purposes.

KENDRA KLOSTER, staff to Senator Bill Welechowski, sponsor,
expl ained that changes to version X were nmde in conjunction
with DCCED. The first change is on page 2, line 16; the word
"tenporary" was added before "license" to clarify that section
(c) was referring that the boards may issue a tenporary |icense
extensi on of 180 days.

She noted several changes on page 5. On line 15, Section 5 is
added to include transitional |anguage allowng DCCED and
applicable boards to inmediately begin inplenmenting regul ations
to accept mlitary education, training, and service. On |ine 22,
Section 6 adds an effective date of Decenber 31, 2013, which
will allow the departnment and boards enough tinme to adopt
regul ations for accepting equival ent mlitary education,
training, and service. On line 23, Section 7 is added to allow
section 5 to take effect immediately.

9: 08: 03 AM

SENATOR W ELECHOWSKI stated that he and Legislative Lega
Affairs intend that Section 1, part B, of SB 150 directs the
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i ssuance of tenporary licenses for only those boards that are
currently authorized to issue a tenporary license and any that
m ght be authorized in the future. The bill does not direct or
require boards or DCCED to issue tenporary |icenses. The
i ssuance of tenporary licenses remains at the discretion of the
departnent and boards.

DON HABEGER, Di vi si on of Cor por at i ons, Busi ness, and
Prof essional Licensing, Departnent of Commerce, Comunity and
Economi ¢ Devel opnent (DCCED) voiced appreciation for the
commttee's work on SB 150. He said he appreciates that Sections
5 - 7 give the departnent and boards tinme to inplenent
regul ati ons. Sonme boards neet only twice a year, so this change
gives them anple tinme. He said he also appreciates Chair
W el echowski's clarification of intent.

SENATOR W ELECHOWSKI said he wunderstood that wth the new
| anguage there is a zero fiscal note forthcom ng. M. Habeger
said there was.

9:11:16 AM

SENATOR W ELECHOWSKI noted that Senator G essel suggested a
change; on page 2, line 12, add the word "degree," before the
word "di ploma". He requested a comment on the proposed change.

MR. HABEGER sai d that was acceptabl e.

SENATOR W ELECHOWEKI wi thdrew his objection to adopting version
X.

CHAI R W ELECHOWSKI announced that w thout objection, version X
was adopt ed.

SENATOR W ELECHOWSKI noved to add "degree," on page 2, line 12,
after "was awarded a". He announced that w thout objection, the
noti on was adopt ed.

9:13: 00 AM

SENATOR W ELECHOWSKI requested a notion to nove version X out of
conmittee, as anmended, wth individual recomendations and
attached two zero fiscal notes from the Departnment of Labor and
Wor kf orce Devel opment and the University of Alaska, and with a
forthcomng fiscal note from the Departnent of Commerce,
Communi ty, and Econom c Devel opnent .

SENATOR PASKVAN noved [to report the CS for SB 150, version X
as anended, from conmmittee with individual recomendati ons and
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attached two zero fiscal notes.] There being no objection, the
notion carri ed.

SB 121- TEACHERS & PUB EVMPLOYEE RETI REMENT PLANS

SENATOR W ELECHOASKI announced that the next bill before the
commttee was SB 121, a bill that would give public enployees in
Al aska a choice between participating in a defined benefit (DB)
or defined contribution (DC) retirement system He noted it was
the third hearing on the bill. The bill has evolved considerably
since the sponsor sought to design a system that would cost the
State of Al aska, municipalities, and school districts |less than
the current Tier Il Defined Benefit (DB) system costs.

SENATOR PASKVAN noved to adopt CSSB 121, |abeled 27-LS0281\R, as
t he wor ki ng docunment before the conmttee.

SENATOR W ELECHOWSKI obj ected in order to hear coments fromthe
sponsor.

9:14: 30 AM
SENATOR DENNI'S EGAN, sponsor of SB 121, voiced appreciation for
the work the conmmittee and his staff did on the bill. He read

fromthe sponsor statenent:

SB 121 lets teachers, troopers, firefighters and other
public enpl oyees choose one of two state retirenent
systens: an individual defined contribution retirenent
account, or earning a defined benefit pension.

A defined benefit pension takes tine to earn, but
rewards a record of public service by paying a
guar ant eed nmont hly benefit and, for | ong-term
enpl oyees, health insurance. An individual defined
contribution account is portable from one enployer to
another and flexible in how it can be used, but nmakes
no guarantees. SB 121 will let newy hired public
servants in Al aska choose the one that fits best.

9:16: 21 AM

JESSE KIEHL, staff to Senator Egan, explained the changes in the
new CS for SB 121, version R The substantive changes in version
R were made in order to address the fiscal note from the
Departnment of Admi nistration. The biggest change is in the
provi sions that cover those enployees currently in the DC plan
who choose to convert into the new tiers of DB that the bil
creates. As shown in the previous fiscal note, the individua
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accounts do not have enough noney in them to prefund the
benefits for the actual tinme the enployees have worked to date.
The amount in the previous fiscal note was around $120 mllion
The new CS should erase that nunmber. Those enpl oyees who choose

to convert to the new DB plan will have their accounts deposited
into one of the DB pension trusts. The actuary w Il calculate
the time value of that noney. Wen that amount is |ess than that
enpl oyees actual tinme worked, the enployee will have a choice to

create an indebtedness and "buy the difference" up to their
actual service tine, or they may choose to start w th however
much tinme the DC account buys and earn going forward.

MR. KIEHL explained that the second substantive change in
version R addresses the difficulty of prefunding the retiree
health care benefit. It mrrors, in part, the structure in the
DC plan for retirees who do qualify for the retirenent systemto
pay a portion of their retiree nedical benefit. An enpl oyee nust

work ten years before the system will pay any of the retiree
medi cal premium |If an enployee works 10 years they would have
to be Medicare eligible before the system will pay, except for

teachers, police officers, and firefighters who nmust work a
total of 25 years to qualify for retiree medical paynents. O her
enpl oyees nust work 30 years.

9:20: 04 AM

MR. KIEHL pointed out that the new schedul e matches what is set
up in current DC statutes. He gave several exanples of how
prem uns are paid.

MR. KIEHL said that version R also nakes several technical and
mechani cal changes, which are described in a handout. He spoke
of one additional change that was omtted. The earlier version
of the bill was not clear in how it treated public organizations
that participate in PERS, such as housing authorities and
devel opnment organi zations. Version R clarifies that they are
al so subject to all sections of the bill.

MR. KIEHL noted that the effective date had been changed to July
1, 2013.

SENATOR W ELECHOWBKI recalled work done in a previous neeting in
Fai rbanks by the admnistration's actuary services to help
assess the fiscal inplications of proposed changes to the bill
He said the commttee and sponsor greatly appreciate that offer.
He added that he was expecting new fiscal projections now that
version R was adopt ed.
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9:22:28 AM

M KE BARNHI LL, Deput y Comm ssi oner, Depart ment of
Adm ni stration, explained that the departnment has received
version R and it has been transmtted to the actuary. He said he
believed the departnment was very close to having a new fiscal
note, particularly wth respect to the elimnation of the
"general fund subsidy of the one-for-one service credit”, and
creating indebtedness on the enployee as opposed to being on the
general fund. That part of the fiscal note wll be easily
el imnated; however, there are nore conplicated issues that
still need to be reviewed. In particular, in PERS the bill
increases the assuned enployee contribution rate. Currently,
enpl oyees pay 6.75 percent in the DB plan; 7.5 percent for
police and firefighters. In version R that anount is increased
to 8 percent, which is a positive fiscal inpact and reduces cost
to enployers. Currently, in the TRS DB plan, the enployee
contribution rate is 8.65 percent and it is reduced in version R
to 8 percent, a negative inpact which will cost enployers nore.
He said he understood that the sponsor's intent is to create a
neutral fiscal inpact. He said he thought the actuaries were on
the right track. He pointed out that there are still sone
technical problens with the bill

SENATOR W ELECHOWSKI i nquired when the new fiscal note would be
ready.

MR. BARNHI LL t hought it would be soon.

SENATOR W ELECHOWSKI asked if the technical issues wll be
addressed with the bill sponsor.

MR. BARNHI LL replied that they woul d.

9:25:47 AM
ALICI A EGAN, Legislative Liaison, Departnent of Revenue, said
she was avail able to answer questions about SB 150.

Chair Wel echowski requested an explanation of the new fiscal
not e.

M5. EGAN deferred to Ms. Rodell to answer.
ANGELA RODELL, Deputy Conmi ssioner, Department of Revenue,
expl ained that the fiscal note reflects nanagenent fees required

to be paid in the Defined Benefit (DB) program The source of
those fees is different than under the Defined Contribution (DC
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program |f there is significant novenent of nenbers from DC to
DB, there woul d be hi gher managenent fees.

SENATOR W ELECHOWBKI sunmarized that if nore people nove to DC
fromDB, there would be a need for nore managenent fees.

M5. RODELL said that was correct. She added that DB nanagenent
fees are incorporated into the amobunts on deposit, whereas, the
DC fees cone out of the enpl oyee.

SENATOR PASKVAN asked what calculation was used to arrive at
t hat anount .

M5. RODELL referred Senator Paskvan to page 2 of the fiscal
note. The Departnent of Revenue is assumng that, based on the
Departnment of Admnistration's fiscal note, 60 percent of the
current DC plan will convert to the DB plan, 80 percent of
future nenbers will elect to be in the DB plan, and a managenent
| oad of 35 basis points will transfer to the state.

SENATOR PASKVAN asked for the current | oad of the DC pl an.
M5. RODELL offered to supply that information.

SENATOR W ELECHOWSKI agreed that it was a good question and
requested further information.

9:30: 07 AM

SENATOR PASKVAN shared his understanding that the greater the
sum of noney, the lower load on the fund itself. He wanted to
understand the departnent's paraneters.

SENATOR W ELECHOWSKI asked for the tineline on obtaining the
i nformation.

M5. RODELL said she could provide that information | ater today.
SENATOR W ELECHOWBKI opened public testinony.

WLLIAM (FLICK) FORNIA,  Consulting Actuary, Alaska Public
Pension Coalition, Centennial, Colorado, discussed the costs of
SB 121. He said he has been working together with the sponsor to
arrive at a close to cost neutral amount. He was optimstic that
it would result in savings to the state.

SENATOR W ELECHOWSKI described the new fiscal note from the
Department of Revenue: it is $593,000 the first year, $690, 000
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the second year, and over $1 mllion by 2017. He requested M.
Fornia' s opinion of the fiscal note.

MR. FORNIA said he now understands the nmanagenent fee inpact
better. He said he would review all nunbers in nore detail.

9:34: 14 AM

VI NCE WELTRAM, President, Alaska AFL-CIO testified in support
of SB 121. He related that half of the 60,000 nenbers in Al aska
AFL-CIO are public enployees in PERS. He maintained that the
bill nakes Al aska conpetitive when it cones to recruitnent and
retention. It also is about restoring dignity and expressing
appreciation of the value of Alaska's enployees and doing that
in a fiscally responsible way. Many of the current enployees do
not have the option of a defined benefit, nor the right to a

pensi on from Social Security. The bill provides enployees with a
dignified retirement. He recognized that having an option of a
DB plan or a DC plan has benefits. The bill strikes a bal ance

He encouraged passage of SB 121.

9:37:16 AM

JOHN ALCANTRA, NEA Al aska, spoke in favor of SB 121 on behal f of
the 13,000 nenbers he represents. This legislation has been
NEA' s nunber one priority for the last five years. He thanked
the sponsors and co-signers for working on the l|egislation. He
gave an exanple of a math teacher who left Al aska because of the
current DC retirenent plan. He shared statistics of NEA
enpl oyees and said returning to retirenent security is their
priority issue. He spoke highly of the DB plan or a choice
bet ween the two pl ans.

9:39: 37 AM

TED MONI NSKI, Retired Public Enployees of Al aska, testified in
support of SB 121 on behalf of the 2,000 nenbers he represents.
He agreed with the previous testifiers. He spoke of the val ue of
SB 121 to Alaska. Having a nonthly pension enhanced by a cost-
of-living allowance hel ps prevent retired teachers from noving
out of state and provides a direct economc inpact to the state.
Two-thirds of retired enployees now renmain in Alaska after
retirement which provides a direct economc inpact and helps
stabilize the econony.

MR. MONI NSKI descri bed how social security benefits do not apply
to Al askan enpl oyees. In the absence of both social security and
a reliable state pension, public enployees who were hired after
2006 nust rely on savings, including their DC plan. National
studies show that nore than two-thirds of DC plan participants
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cash out their assets when termnating enploynment rather than
rolling them over into another retirenment plan. There are many
negati ve consequences from this. He spoke of the indirect
benefits retirees provide for the state. He urged favorable
consi deration of SB 121.

CHAI R W ELECHOWNSKI announced that Senator Meyer had joined the
neeti ng.

9:43: 37 AM

VALERI E KENNY, President, Alaska State Enployees Association
(ASEA), Local 52, testified in favor of SB 121 on behal f of over
8,000 public enployees. She noted that passage of SB 121 was
ASEA's primary goal. She described the benefits of Tier V, which
are less than in Tier 1Il. In Tier V, enployers and enployees
will share risks and benefits. It is ASEA's goal to reinstate
the DB option without additional cost to enployers and provide a
choice to nenbers. She nmintained that SB 121 is not a repeal of
SB 141, which will continue as an option for enployees who w sh
to remain on a DC pl an.

LADAWN DRUCE, President Kenai Peninsula Education Association,
testified in favor of SB 121 on behalf of 650 teachers and
staff. She pointed out that the Kenai area has no problem
recruiting teachers, but does have difficulty retaining them
She shared that about a third of the teachers in the Kenai area
are in the Tier IIl DC plan. The DC system when conbined with
no Social Security, puts Al aska teachers last of all states for
retirement benefits. She urged passage of the bill.

9:49: 44 AM

GARY M LLER, Southeast Chair, Retired Enployees of Al aska,
testified in support of SB 121. He shared his personal worKking
history in Al aska and enphasized that neither he nor his wfe
woul d work today in Al aska under the DC plan because it does not
offer the security of retirement. He requested passage of the
bill so that his grandchildren would have an option for a secure
retirenent.

9:51: 35 AM

JAKE METCALF, Executive Director, Al aska Public Enployees
Associ ation (APEA) 103, testified in support of SB 121 on behal f
of the law enforcenent officers, court service officers, airport
police, firefighters, and city police departnents throughout the
state. He pointed out that retention of enployees is a mgjor
issue in APEA. Hi s said APEA nenbers nake a career out of their
jobs and would like to remain in Al aska. They receive a |arge
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anount of training at a cost to Alaska and nmany of those
enpl oyees are taking their training to another state. He urged
passage of the bill.

9:54: 27 AM
BARBARA HUFF- TUCKNESS, Director of Legislative and Governnenta
Affairs, Teansters Local 109, urged support of SB 121 on behal f
of 800 public enployee union nenbers. She said changes nade to
SB 121 are pro-active and will encourage enployees to remain in
the state.

SENATOR W ELECHOWBKI cl osed public testinony.
SENATOR W ELECHOWBKI stated that SB 121 would be set aside. He
stressed the goal of getting the fiscal note as revenue-neutra

as possi bl e.

SB 136-1 NCOVE TAX CREDI T FOR EMPLOYI NG A VETERAN

9:57:12 AM

SENATOR W ELECHOWSKI announced the consideration of SB 136,
whi ch woul d provide a tax credit to Al askan enployers who hire a
vet er an.

KENDRA KLOSTER, staff to Senator Bill Wel echowski, explained SB
136 is an income tax credit for enploying a veteran. She rel ated
that veterans are sone of the nost highly trained, highly
educated, and highly skilled workers. In June 2011, according to
the U S. Bureau of Labor Statistics, one mllion U S. veterans
were unenployed and the jobless rate for post-911 veterans was
13.3 percent. The picture was even worse for young, nale
veterans who saw an unenploynent rate of 21.9 percent. The
intention of the bill is a win-win situation; for businesses to
receive a $2,000 tax credit for hiring veterans and for veterans
to get enploynent.

MS. KLOSTER explained that the $2,000 tax credit is for each
veteran hired who works at least 1,560 hours within a 12-nonth
period, or approximately 30 hours a week. The tax credit can be
applied in the first year after 12-nonths of enploynent.

SENATOR W ELECHOABKI rnoved to adopt Amendnent 1:

27-LS0983\1.1
Bul | ock
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AMENDMVENT 1

OFFERED | N THE SENATE BY SENATOR W ELECHOWSKI
TO SB 136

Page 1, line 1:
Del ete "an Al aska"
| nsert "a"

Page 1, lines 6 - 7:

Delete "an Alaska veteran and enploys the
vet er an”

Insert "a veteran and enploys the veteran in the
state"”

Page 1, line 8:
Del ete " Al aska"

Page 2, line 4:
Del ete " Al aska"

Page 2, line 6:
Del ete "an Al aska veteran, and the Al aska"
| nsert "a veteran, and the veteran"

Page 2, line 9:
Del ete "an Al aska"
| nsert "a"

Page 2, line 10:
Del ete ""Al aska veteran” has the neaning given in

AS 36. 30. 175"
| nsert ""veteran" neans an individual who served
in the
(1) armed forces of the United States,

including a reserve unit of the United States arned
forces; or

(2) Al aska Territorial Guard, the Al aska
Arny National Guard, the Alaska Air National Guard, or
the Al aska Naval MIlitia"

CHAI R W ELECHOWSKI obj ect ed for discussion purposes.
M5. KLOSTER explained that Amendnment 1 cane about through

conversations with the Tax Division in the Departnent of Revenue
regarding the wording, "an Alaska veteran". The Departnent of
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Law al so raised questions about that wording. A change was nade
to say "a veteran" instead.

SENATOR W ELECHOWSKI withdrew his objection. Seeing no
obj ection, Amendnent 1 was adopt ed.

10: 00: 42 AM

RIC DAVIDGE, President, Chapter 904, Vietnam Veterans of
Anerica, testified in support of SB 136. He reported on the
recent success of the Vietnam Veterans of America in getting a

veterans' jobs bill passed by Congress. The idea is to provide
busi nesses and corporations wth a tax credit for hiring
veterans. The federal bill sets up a start point for a $2,400

tax credit. Currently, 48 states are considering the program or
are doing it. He recomended a matching tax credit in Al aska of
$2,600, which would provide a corporate tax credit totaling
$5, 000. He described the advantages of providing a tax credit to
busi nesses. He said that Alaska has the highest per capita
nunber of veterans in the US. wth about 1,300-1,400 newy
retired mlitary annually. He urged the commttee to pass the
legislation with an increase to $2, 600.

10: 03: 31 AM
JOHANNA BALES, Deputy Director, Tax D vision, Departnent of
Revenue, offered to answer questions about SB 136.

SENATOR W ELECHOMBKI asked i f the fiscal note was an
i ndeterm nate or zero note.

M5. BALES explained that it was indetermnate for the effect on
i ncone tax revenues. As the bill is witten, for every $2,000 in
credit, corporate income tax would decrease by that anount. The
departnment is unable to determ ne how nmany veterans would be
hired and how many corporations would take advantage of the
credit. She noted that the Department of Revenue would be able
to absorb any costs of this programw th existing resources.

SENATOR W ELECHOWBKI cl osed public testinony.

SENATOR W ELECHOWBKI set SB 136 asi de.

SENATOR W ELECHOWBKI comrented that veteran tax credit prograns
in other states are done in various ways. He wel coned

suggesti ons.

10: 05: 54 AM
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There being no further business to cone before the commttee,
Chair Wel echowski adjourned the Senate State Affairs Standing
Commttee at 10:05 a.m
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