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COWMM TTEE CALENDAR

HOUSE BI LL NO 71

"An Act extending the termnation date of the Al aska regional
econom ¢ assistance program and providing for an effective
date."

- MOVED CSHB 71(L&C) OUT OF COMM TTEE

HOUSE BILL NO 84
"An Act relating to applying mlitary education, training, and

service credit to occupat i onal i censing and certain
post secondary education and enploynment training requirenents;
providing for a tenporary occupational |icense for qualified

mlitary service nmenbers; and providing for an effective date."
- MOVED HB 84 OQUT OF COW TTEE
HOUSE BILL NO. 76
"An Act relating to electronic filing of certain information

with the Departnment of Labor and Wrkforce Devel opnent; relating
to surcharges, rate increase reduction, prohibition on the
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relief of certain charges, the unenploynent trust fund account,
and the offset of certain unenploynent conpensation debt under
the Al aska Enploynent Security Act; relating to the definition
of 'covered unenploynment conpensation debt' in the Al aska
Enpl oyment Security Act; and providing for an effective date.”

- HEARD & HELD

HOUSE BI LL NO. 74

"An Act relating to devel opnent project financing by the Al aska
| ndustrial Developnment and Export Authority; relating to the
di vidends from the Alaska Industrial and Export Authority;
authorizing the Alaska |Industrial Devel opnent and Export
Authority to provide financing and issue bonds for a Iliquefied
natural gas production system and natural gas distribution
system and providing for an effective date.™

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 71

SHORT TI TLE: AK REG ONAL ECONOM C ASSI STANCE PROGRAM
SPONSOR(s): REPRESENTATI VE(s) HUGHES

01/ 16/ 13 (H) READ THE FIRST TIME - REFERRALS

01/ 16/ 13 (H) L&C, FIN

02/ 18/ 13 (H L&C AT 3:15 PM BARNES 124

02/ 18/ 13 (H) Heard & Hel d

02/ 18/ 13 (H M NUTE( L&C)

03/ 04/ 13 (H L&C AT 3:15 PM CAPI TOL 106

03/ 04/ 13 (H) M LI TARY TRAI NI NG CREDI T/ TEMP. LI CENSE
03/ 05/ 13 (H) L&C AT 8:00 AM BARNES 124

BILL: HB 84

SHORT TI TLE: M LI TARY TRAI NI NG CREDI T/ TEMP. LI CENSE
SPONSOR('s): REPRESENTATI VE(s) SADDLER

01/ 24/ 13 (H READ THE FI RST TIME - REFERRALS

01/ 24/ 13 (H L&C, FIN

03/ 04/ 13 (H L&C AT 3:15 PM CAPI TOL 106

03/ 04/ 13 (H UNEMPLOYMENT; ELEC. FILING OF LABCR
| NFO

03/ 05/ 13 (H L&C AT 8:00 AM BARNES 124

BILL: HB 76

SHORT TI TLE: UNEMPLOYMENT; ELEC. FI LI NG OF LABOR | NFO
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SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 18/ 13 (H READ THE FI RST TIME - REFERRALS

01/ 18/ 13 (H L&C, FIN

03/ 04/ 13 (H) L&C AT 3:15 PM CAPI TOL 106

03/ 04/ 13 (H) Al DEA: LNG PRQJECT; DI VI DENDS;
FI NANCI NG

03/ 05/ 13 (H) L&C AT 8:00 AM BARNES 124

BILL: HB 74

SHORT TI TLE: Al DEA: LNG PRQJECT; DI VI DENDS; FI NANCI NG
SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 16/ 13 (H) READ THE FI RST Tl ME - REFERRALS

01/ 16/ 13 (H) L&C, FIN

02/ 08/ 13 (H L&C AT 3:15 PM BARNES 124

02/ 08/ 13 (H) Heard & Hel d

02/ 08/ 13 (H) M NUTE( L&C)

03/ 04/ 13 (H) L&C AT 3:15 PM CAPI TOL 106

03/ 04/ 13 (H) ** Meeting wll Recess and Reconvene at
03/ 05/ 13 (H) L&C AT 8: 00 AM BARNES 124

W TNESS REG STER

G NGER BLAI SDELL, Staff

Represent ati ve Shel |l ey Hughes

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified during the discussion of HB 71.

KRI'S CURTIS, Legislative Auditor

Legi slative Audit Division

Legi sl ative Affairs Agency (LAA)

Juneau, Al aska

POSI TI ON STATEMENT: Testified and answered questions on HB 71.

KI M SKI PPER, St af f

Represent ati ve Dan Saddl er

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented HB 84 on behalf of the sponsor,
Represent ati ve Dan Saddl er.

SARA CHAMBERS, Professional Licensing Operations Manager

Di vision of Corporations, Business, and Professional Licensing
Depart ment of Comrerce, Conmunity & Econom c Devel opnment ( DCCED)
Juneau, Al aska
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PCSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of HB 84.

CHRI S CHRI STENSEN, Associ ate Vice President

State Rel ations

University of Al aska

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 84.

MARK SAN SQOUCI, Regi onal Liaison

Mlitary Famlies for the Northwest

Deputy Assistant Secretary of Defense for Mlitary Famly and
Communi ty Policy

U. S. Departnent of Defense (DCD)

Tacoma, Washi ngton

PCSI TI ON STATEMENT: Testified in support of HB 84.

DI ANNE BLUMER, Conmi ssi oner

Departnment of Labor & Workforce Devel opnent ( DLVD)

PCOSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of HB 76.

BRYNN KEI TH, Deputy Conmi ssi oner

Department of Labor & Workforce Devel opnment (DLWD)

Juneau, Al aska

PCSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of HB 76.

PAUL DI CK, Director

Enpl oynment Security Division (ESD)

Depart ment of Labor & Wbrkforce Devel opnment (DLWD)

Juneau, Al aska

POSI TI ON STATEMENT:  Testified and answered questions during the
di scussion HB 76.

DON ETHRI DGE, Lobbyi st

Al aska State AFL-CI O

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of HB 76.

PAUL GROSSI, Lobbyi st

Al aska State Pipe Trades UA Local 375;

| ronwor ker Managenent Progressive Action Cooperative

Juneau, Al aska

POSI TI ON STATEMENT:  Testified and answered questions during the
di scussi on of HB 76.
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DOUG HOLMES, President

Nat i onal Foundation for Unenploynent Conpensation and Wrkers'
Conpensat i on

Washi ngton, D.C.

PCOSI TI ON STATEMENT: Testified during the discussion of HB 76.

SARA FI SHER- GOAD, Executive Director

Al aska Energy Authority (AEA)

Depart ment of Comrerce, Conmunity & Econom c Devel opnment ( DCCED)
Anchor age, Al aska

POSI TI ON  STATEMENT: Presented a PowerPoint and answered
guestions during the discussion of HB 74.

TED LEONARD, Executive Director

Al aska | ndustrial Devel opnment and Export Authority (Al DEA)
Depart ment of Commrerce, Conmunity & Econom c Devel opnent ( DCCED)
Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified and answered questions of HB 74.

ACTI ON NARRATI VE

8:11: 32 AM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 8:11 a.m Represent ati ves
MIllett, Reinbold, Josephson, Chenault, Herron, and O son were

present at the call to order.

HB 71- AK REG ONAL ECONOM C ASSI STANCE PROGRAM

8:12: 02 AM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO. 71 "An Act extending the term nation date of the
Al aska regional econom c assistance program and providing for
an effective date."

8:12: 44 AM

REPRESENTATI VE REI NBOLD noved to adopt the proposed committee
substitute (CS) for HB 71, |abeled 28-LS0288\U, WMartin, 2/22/13
as the working documnent.

CHAI R OLSON obj ected for the purpose of discussion.

8:13: 09 AM
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G NGER BLAI SDELL, Staff, Representative Shelley Hughes, Al aska
State Legislature, stated the bill for reauthorization of the
Al aska Regi onal Devel oprment O gani zati ons (ARDORs) was requested
by several chairs of individual ARDORs. She explained that the
ARDCORs do not sunset but wll sinply end. Currently, the ARDORsS
are scheduled to end on June 30, 2013. She related that HB 71
woul d extend the end date until 2018. During review of the
program it was discovered that an audit has never Dbeen
conduct ed, which should be done for performance sake.
Additionally, the conmttee substitute, Version U would change
the end date wuntil 2016, which would follow the projected
conpl etion date of the proposed audit.

8:14: 23 AM

KRIS CURTIS, Legislative Auditor, Legislative Audit D vision,
Legislative Affairs Agency (LAA), stated that she believes 2016
is appropriate date, which would allow the division tinme to
conplete an audit. She suggested the audit would start in
January or possibly earlier.

REPRESENTATI VE HERRON agreed an audit is needed since the
program hasn't been audited in 25 years, but also because the
ARDOR program should be reviewed for possible consolidation.
Currently, 12 ARDORs exist, but he suggested that several ARDORs
are under perforners. Therefore, he concluded that a fewer
nunmber of ARDORs nmay be beneficial to the overall health of the
or gani zati on.

8: 15: 58 AM

REPRESENTATI VE M LLETT echoed Representative Herron's comments.
She infornmed nenbers that she has served on the Departnent of
Commerce, Community & Econom c Developnent's (DCCED) finance
subcomm ttee this |egislative session. She reported that the
state spends $807,000 per year for 12 ARDORs, which amounts to
$62, 000 per ARDOR Some ARDORs are prolific and operate
effectively, including the Anchorage Economc Devel opnent
Corporation (AEDC), Sout hwest Al aska  Muni ci pal Conf er ence
( SWAMO) , and Sout heast Conference ARDORS. However, she
guestioned what other ARDORS, such as D llingham Cordova,
Juneau, Bethel, and None, are doing wth the $62,000 they
receive. The aforenentioned nmakes her frustrated, she rel ated.
Upon reviewing the aforenentioned successful ARDORs, she found
them to be structured with significant engagenent with private
sector econom c devel opnent groups. She opined that at sone
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point the state should not continue to fund - at $800,000 per
year - functions that can be done by the private sector.
Furthernore, there is duplication of effort since the state
already has the Departnment of Commerce, Community & Econonic
Devel opnment ( DCCED) . Representative MIllett relayed that while
she understands the reasons to devel op the ARDORs, she is unsure
the current programis effective.

8:17:49 AM
CHAI R OLSON asked whether the audit woul d address these issues.

M5. CURTIS answered yes; the auditors would take the concerns
expressed today under consideration when requesting the special
audi t . She related that the request would be put forth and
audited - typically on a first conme, first audited basis. She
said the auditors would review the legislative intent of the
program and review the comrittee's concerns when the request is
drafted.

REPRESENTATI VE JOSEPHSON noted that he also sits on the DCCED s
finance subcommittee and reported that the ARDOR budget has been

cut. Thus, the programw || have to fight for its survival.
8:18: 58 AM
CHAIR COLSON renobved his objection. There being no further

objection, the proposed committee substitute (CS) for HB 71,
| abel ed 28-LS0288\U, Martin, 2/22/13, was adopt ed.

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 71.

8:19:41 AM

REPRESENTATI VE M LLETT reiterated her concern regardi ng whether
the program is effective and if these organizations need the
$62, 000 per year for each ARDOR to survive. Wth regard to
spending the funds to maintain the program while the audit
occurs, she suggested that each ARDOR could cone before the
committee - one by one - to articulate any acconplishnents. In
fact, she related that she has attenpted this assessnment wth
some ARDORs during which she has heard each ARDOR echo its role
as essentially what she has viewed as DCCED s function.
Ther ef or e, the ARDORs seem like a large duplication in
government, she reiterated. Representative MIlett stated that
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al t hough she does not object to noving the bill from commttee,
she woul d reconmend t he program sunset.

CHAI R OLSON asked if she would like to hold the bill further.

REPRESENTATI VE M LLETT answered no; that she can voice her
opinion on the House floor and wll discuss the bill further
wi th ot hers.

8:22: 01 AM

REPRESENTATI VE  JOSEPHSON related that while the finance
subconm ttee decided to cut the ARDOR program funding - as
mentioned earlier - there was not any testinony or inclination
by the chair, Representative Costello, to end the ARDOR program
He agreed wth Representative Mllett t hat this is a
conversation for the House fl oor.

REPRESENTATI VE HERRON of fered that the ARDOR program - given the
right circunstances - is very inportant to the state. He did
not think the departnment has the boots on the ground to really
generate localized efforts that do contribute. He said he wll
defend the ARDOR program except for the underperforners, which
clearly exist. Thus the consolidation and better use of state
funding is probably appropriate.

CHAIR OLSON related the bill has a further referral to the House
Fi nance Commi tt ee.

8:23:38 AM

REPRESENTATI VE REI NBOLD noved to report the proposed comittee
substitute (CS) for HB 71, |abeled 28-LS0288\U, Martin, 2/22/13,
out of commttee wth individual recomendations and the
acconpanying fiscal not es. There being no objection,
CSHB 71(L&C) was reported from the House Labor and Commerce
St andi ng Comm ttee.

8:24: 07 AM
The conmmttee took an at-ease from8:24 a.m to 8:26 a.m

HB 84- M LI TARY TRAI NI NG CREDI T/ TEMP. LI CENSE

8:26:40 AM
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CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO 84 "An Act relating to applying mlitary
educati on, trai ni ng, and service credit to occupational
licensing and certain postsecondary education and enploynent
training requirenents; providing for a tenporary occupational
license for qualified mlitary service nenbers; and providing
for an effective date.”

KIM SKIPPER, Staff, Representative Dan Saddler, Al aska State
Legi sl ature, speaking on behalf of the sponsor, Representative
Saddl er, stated that HB 84 relates to mlitary training credit

and tenporary |icensing. The goal of HB 84 is to help
separating service nenbers transition quickly and effectively
into the workforce. Each year, approxinmately 1,200 service

nmenbers separate from mlitary service in Al aska. Anericans in
the mlitary service receive world class training, education,
and experience during their time in uniform which are assets
that should not be lost to them or Alaska's conmunities. Thi s
bill asks the Departnment of Commerce, Community & Economc
Devel opnent (DCCED), Division of Corporations, Business and
Prof essional Licensing (DCBPL), the University of Al aska (UAA

and the Departnent of Labor & Wrkforce Devel opnent (DLWD) to
evaluate mnmlitary training and education and assign civilian

credit where appropriate, wthout conprising current |icensing
standards. This bill would inprove the probability of veterans
finding jobs by accelerating the state's |icensing process and
early education credits. Service nmenbers often experience
delays and lost opportunities qualifying for |licenses and
acadenm c credit, even though they have the applicable training
and experience. As of July 2012, 19 states have enacted
legislation and over 30 states are considering simlar
legislation in 2013. She related that this bill concept
originated last legislature by forner Representative Bil

Thomas, who introduced a simlar bill. She expl ained that
factors such as budget cuts and federal sequestration wll see
nore veterans seeking civilian |obs. The state has an

obligation to find ways to give veterans opportunities to
| everage their mlitary experience into academc credit, job
certification, or vocational training credits. She concl uded
that bills such as HB 84 help nmake that happen to everyone's
benefit.

8:29:22 AM

CHAI R OLSON asked about the fiscal notes.
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MS. SKIPPER answered that the effective date of HB 84 is
12/ 31/ 2013. The DCCED s fiscal note of $137,000 is for the
DCBPL to neet requirenents of the bill.

8:29:47 AM

REPRESENTATI VE JOSEPHSON, referring to page 2, subsection (b),
asked if the commttee should be concerned about the required
experience, degree, or diploma or certificate |isted.

M5. SKI PPER responded that the certification or credits require
substantial equival ence. Thus any substantially equival ent
experience, training, or academ c credits can be considered for
licensure. She deferred to the DCBPL to expand on this.

8:30:48 AM

REPRESENTATI VE JOSEPHSON referred to subsection (c) [on page 2,
lines 22-24] and inquired as to the expedited procedure for
i censure.

M5. SKI PPER answered that this subsection would give veterans a
priority for licensure to speed up the licensing process.

8:31: 27 AM

REPRESENTATI VE REI NBOLD said she thinks HB 84 is a good bill
She stated that the U S. has already paid for the training for
the mlitary with federal tax dollars so it only nakes sense to
transfer the experience. She commended the bill.

8:31:59 AM

REPRESENTATI VE HERRON asked whether a new board woul d be created
[in the DCCED. ]

M5. SKIPPER answered no; but to neet the effective date 11
affected boards would need to schedule neetings and review the
requirenents. She deferred to the departnent to nore fully
respond.

8:32:43 AM
SARA  CHAMBERS, Pr of essi onal Li censing Operations Manager,
Di vision of Corporations, Business, and Professional Licensing

Departnment of  Commerce, Community & Econom c Devel opnent
(DCCED), introduced herself.
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8:33:26 AM

REPRESENTATI VE HERRON said he supports the bill. He then asked
whet her HB 84 coul d ask existing boards to acconplish the tasks.

M5. CHAMBERS answered that nany boards don't neet frequently
enough to review the requirenents for equivalency or propose
regulations to articulate the equivalency to staff to properly
adm ni ster |icensure. She estinmated an additional neeting for
each of the effected boards in order to deliberate and work
t hrough the regul ati ons process. She said an additional handful

of prograns the division admnisters wll also be affected.
Thus, part of the fiscal note includes the cost of adopting
regul ations and properly noticing all |icensees.

8:34:40 AM

REPRESENTATI VE HERRON asked the House Finance Conmittee to
review the fiscal note.

8:34:52 AM
CHRI S CHRI STENSEN, Associate Vice President, State Relations,

University of Alaska (UA), read from prepared testinony, as
fol | ows:

For the record, | am Chris Christensen wth the
University of Al aska. I’m here today to talk about
Section 2 of the bill, which directs the University's

president to adopt policies and procedures to award
credit for mlitary training, education, and service
time. VWiile the bill hasn’'t yet becone law, |I'm
pleased to tell you that the university 1is in
conpliance with this nandate.

|I’d like to begin by noting that the wuniversity is
coommitted to offering quality educational experiences
to active mlitary, veterans, and their dependents.
@ Jobs, which is a mgazine and web portal that
exists specifically to serve mlitary nenbers in their
transition back to civilian |life, has designated both

UAA and UAF as “mlitary friendly schools”. Only 15
percent of all the coll eges, uni versities, and
vocational schools in the country have earned this
di stinction. He said this is probably one of the

reasons that the Departnent of Defense (DOD) 1is
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pushing this |egislation nationw de. It's actually a
pretty sad comentary on education in the Lower 48 -
that so few schools actually get this designation

The web portal guidetoonlineschools.com which bills
itself as the nobst conprehensive authority on distance
education has last year put out a list of the nopst
mlitary-friendly online colleges in the country, and
we're proud that the University of Alaska was ranked
nunber five. As the entity that made that rating
possi bl e by your support, we think you should be very
proud of that also.

8:36: 37 AM

MR. CHRI STENSEN continued to read prepared testinony as
follows [original punctuation provided]:

|’m based in Anchorage so while | wrk for the
statewide system | am nost famliar wth UAA That
canpus has close to 2,000 active duty mlitary and
veteran students, which is close to 10 percent of the

student body. After winning the mlitary friendly
designation three years in a row, UAA didn't just rest
on its laurels. Last year, it formed a Mlitary and
Veteran  Student Task Force which is currently
inventorying all the existing services that we
provi de: prograns, academ c and adm ni strative
policies, and recomrendi ng inprovenents. Last year

UAA opened a Mlitary & Veteran Student Resource
Center in the student union to act as an on-canpus
central service point for mlitary and veteran
students and their famlies. The UAA is one of just
11 schools in the entire country selected by the US
Department of Veterans Affairs to participate in the
“Vet Success on Canpus” program which places full-tinme
V. A. coordinators on canpus to work with our resource
center servicing the mlitary veteran students and
their famlies.

In the short time |I’ve been with the university, the
single issue | have heard about the nobst is transfer
of credit. This is a subject that arouses great
passion, and mlitary transfer credit is just one
pi ece of this bigger issue.
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The Board of Regents has adopted a witten policy that
t he canpuses nust accept in transfer as nuch credit as
is appropriate to a student's new degree and
graduation requirenents. Al three canpuses have
establ i shed transfer credit policies designed to give
maxi mum credit for courses and training taken
el sewhere, including in the mlitary.

8:38:16 AM

MR. CHRI STENSEN continued to read prepared testinony as
follows [original punctuation provided]:

W do believe that awarding appropriate credit for
mlitary training is one of the wuniversity's core
responsibilities and another way we can show our
commtnment to our mlitary and veteran students.

Wiile testifying last year [on simlar |legislation] |
di scovered there are trenmendous m sconceptions about
what the university is doing, which is why | wanted to
testify today, M. Chair.

Transfer credit processes at the university are

managed at the canpus |level, although there is
necessarily a great deal of uniformity in the system
Al t hree canmpuses transfer credit based on
recommendations made by “ACE,” which is the acronym
for the “American Council of Education.” ACE has had
an agreenent with the Departnent of Defense (DOD)
since the end of Wrld War |l to review mlitary
training and experience for the award of equival ent
college credits. Its recomendations on equivalent

college credits are utilized by thousands of colleges
and universities across the country.

8:38:35 AM

MR. CHRI STENSEN continued to read prepared testinony as
follows [original punctuation provided]:

Each of UAA's three canpuses actually has witten
agreenents with the defense departnment to use the ACE

recommendat i ons. Qur three canpuses are also nenbers
of the SOC consortium “SOC’" stands for the “service
menbers' opportunity colleges.” This is a consortium

of over 1,000 colleges and universities across the
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country that enroll mlitary, veterans, and dependents
in special degree prograns, both on-canpus and through
di stance learning. |Its purpose is to let the mlitary
menbers actually get degr ees, i nstead of j ust
accunmul ate credits as they nove from base to base.
The UA has signed witten agreenents with the other
menbers of the consortium to, anong other things,
follow specific guidelines to ease transferability of

credit. For exanple, a mlitary students working on
an associate's degree at UAA only need three UAA
credits to earn the degree. UAA will accept all of

the rest of the credits from other schools in the SOC
consortium

UAA is currently accepting approxinmately 51 credits on
average from mlitary students at any of the
regionally accredited mlitary institutions, such as
the Conmmunity College of the Air Force, the Service
Academ es, and others. At UAF, a mlitary student can
use approximately 30 credits of typical training for
the Bachelor of Energency Managenent Degree, or 90
credits for a General Studies BA that doesn't require
satisfying particular major requirenents.

Nei ther UAA nor UAF has any limtation on the nunber
of mlitary transfer credits that they wll award.
They used to, but they ve done away with it in the
past few years, as part of our continual process to
review the systemand nake it better.

| could go on - but the bottomline, M. Chair - while
| don’t have figures for the entire system UAA al one
awards over 21,000 hours a year of mlitary transfer
credit for training, for education, and even for tinme
spent in the service, and the nunber is increasing

every year. As of this year, approximately 99.5
percent of the students who requested mlitary
transfer credits received those credits. Al aska is

widely known to service nenbers as a state that
wel comes and appreciates the mlitary and | think that
Al aska’s university, as denonstrated by our existing
policies reflects those prevailing social val ues
pretty accurately.

|'d be happy to answer any questions that nenbers may
have.
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8:41:40 AM

REPRESENTATI VE REI NBOLD characteri zed this effort as
out standi ng. She asked whet her he does his own foll ow up.

MR. CHRI STENSEN said he would foll ow up personally.

REPRESENTATI VE REI NBOLD said she asks this question because sone
agencies did not provide the information requested to the
finance subcommttees. She recalled that M. Christensen
testified that an online publication attributes UAA as being
mlitary friendly and rated nunber five. She asked for nore
information on the publication. Additionally, she requested
information on the SOC program She thanked the UAA for working
on making it possible to transfer credits since this is a "hot
button” issue for her as well as for others. She appreci ated
the effort and sees the wuniversity as noving in the right
direction.

8:42: 55 AM

CHAIR OLSON pointed out that several mlitary veterans serve on
the committee. He also offered his appreciation for the bill.

8:44: 04 AM

MARK SAN SOUCI, Regional Liaison, Mlitary Famlies for the
Nort hwest; Deputy Assistant Secretary of Defense for Mlitary
Fam |y and Conmunity Policy, U'S. Departnent of Defense (DOD),
related his support for HB 84. He noted he has been watching
and listening to testinmony on this bill. He agreed with Ms.
Ski pper's outline and concurs with M. Christensen's conments.
He then provided sone abbreviated comments from his witten
testinmony submtted to the commttee.

MR. SAN SOQUCI said two years ago, the U S. Departnent of Defense
began asking states to give separating service nenbers credit so
that they may not be held back from finding enploynent or
finishing a degree. As Representative Reinbold remarked, the
trai ning has been paid for through federal taxes. Last year the
| egi sl ature passed identical language in a bill introduced by
Representative Thomas, but the bill |anguished on the Senate
floor and died on the last |egislative day. He acknow edged the
| anguage in this bill was ever so close in passing. He reported
that the DOD is nmaking efforts due to the unenploynent rate -
primarily in Septenber 2012 - of over 736,000 unenployed
veterans, the jobless rate for post 9/11 veterans at 9.9
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percent, and an unenploynent rate of 18.1 percent for young male
veterans ages 18 to 24.

MR. SAN SOQUCI echoed Ms. Skipper's testinmony that in the past
two years, about 25 states enacted new laws to help grant
veterans credit towards licensing and/or academ c credit. Thus
far in 2013, 30 states are in the process of considering simlar
| egislation. He said he appreciated the |egislature considering
HB 84, which only seeks to obtain academ c and training credit

where credit is due and does not ask for direct licensure if it
is not equivalent. In cases in which the regulatory agency or
board determ nes partial credit, it wll still save tinme and
noney.

8:46: 48 AM

MR. SAN SQUCI said another point to consider is that the nore
credit given to a veteran towards licensing or a degree or
certification, the nore school slots can be nade available to
civilians, especially in prograns where there nmay be waiting
lists. The Departnent of Defense (DOD) recognizes that if it is
going to ask credentialing bodies to evaluate mlitary training

and experience it nust also be easier for them to do so. In
that respect, the DOD is working feverishly with the US.
Departnment of Labor to link service transcripts of mlitary
occupati ons Wi th civilian to private sect or i censure
requi renents, while also asking state regulatory authorities in
six pilot states - Washington, Illinois, Maryland, New York,
Virginia, and Colorado - to review select mlitary occupations
to determne whether the training and experience are sufficient
to be wuseful in rendering licensing credit in a given

occupati on.
8:.47.33 AM

MR. SAN SQUCI noted one point M. Christensen did not nention is
that as of March 1, 2013, the DOD has also worked with the
respective mlitary services to <create a joint service
transcript, or JST, which wll be a common purple transcript -
generic to all mlitary services for uniformty. The JST will
be an official tool designed to ease the burden of translating
one service's coding and course descriptions and training to
anot her . He anticipated this will streamine and standardize
the process to evaluate credits.

8:48: 53 AM
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The commttee took an at-ease from8:48 a.m to 8:51 a.m
8:51: 21 AM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 84.

8:51:47 AM

REPRESENTATI VE REI NBOLD noved to report HB 84 out of committee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 84 was reported from the
House Labor and Commrerce Standing Comrttee.

HB 76- UNEMPLOYMENT; ELEC. FI LI NG OF LABOR | NFO

8:55: 24 AM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO. 76 "An Act relating to electronic filing of
certain information with the Department of Labor and Workforce
Devel opnent; relating to surcharges, rate increase reduction,
prohibition on the relief of certain charges, the unenpl oynent
trust fund account, and the offset of certain unenploynent
conpensation debt wunder the Al aska Enploynent Security Act;
relating to the definition of 'covered unenpl oynent conpensation
debt' in the Alaska Enploynment Security Act; and providing for
an effective date."

8:55:37 AM

DI ANNE BLUMER, Commi ssioner, Departnent of Labor & W rkforce
Devel opnent, introduced herself and other departnental staff
present .

8:57: 00 AM

BRYNN KEI TH, Acting Deputy Comm ssioner, Departnent of Labor &
Wor kf orce Devel opnment (DLWD), stated that HB 76 does four
t hi ngs. First, it would allow for the electronic filing of
reports and docunments. Second, it will inprove the departnment's
ability to recoup fraudulent wunenploynent insurance paynents.
Third, it would adopt mnor changes to bring the departnment into
conformance with federal law that governs the unenploynent
I nsurance program Fourth, it would change how unenpl oynent tax
rates are set in order to keep nore noney in the hands of
Al aska's enployers and enployees, and to keep noney circul ating
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t hrough the econony while protecting the integrity of the trust
fund.

8:57:49 AM

PAUL DI CK, Director, Enploynment Security D vision, Departnent of
Labor & Wbrkforce Developnent (DLWD), offered to provide a
section by section analysis of the bill, with brief comentary
on each section. He explained that Section 1 would add a new
section authorizing the conm ssioner the wuse of electronic
filing nethods in place of paper, which is a neasure to
noderni ze the division and is an efficiency neasure for the
state. Section 2 would authorize the legislature to appropriate

funds to the Unenploynent Trust Fund, in conjunction wth
Sections 5 and 6, which will be covered | ater.
8:59:18 AM

MR. DICK stated that Section 3 would conform to federal |[aw,
whi ch essentially wll pr ohi bi t relief of char ges to
rei nbursable enployers, which are governnental agencies for
whi ch the departnent processes their benefits and charge them
back for the benefits the departnment paid out. He highlighted
that this section would apply to enployers with a repeated
pattern of failure for wuntinely response to the division's
request. He contrasted the nunber of governnental enployers,
200 governnental enployers, with the 18,000 private enployers
and noted that the division has not had any specific issues with
governmental enployers responding to requests. Section 4 would
repeal and reenact AS 23.20.290 (f), replacing a table nethod
for determ ning unenploynent insolvency adjustnents with a nore

preci se calculation nethod. As part of the tax rate, the
Unenpl oynment Insurance (U) trust fund solvency adjustnent
exam nes the fund's solvency in conparison to wages. Thi s

basically would collapse the table into verbiage and would take
the calculation from tenths of a percent to hundredths of a
per cent . Section 5 would authorize the comr ssioner to
elimnate or reduce increases in unenploynent insurance (U) tax
rates. This would only apply to given years within the tax
rate, conditional upon another neasure of solvency - the average
high cost nmultiple - or the neasure of solvency calculated by
t he u. S. Depart ment of Labor Enpl oynent and Training
Adm nistration. The rate would be calculated at 0.8 or greater.
This section is intended to provide U tax relief to enployers
during tines when the econony is in recession, deferring the
taxes to subsequent years when the econony is growing and
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healthy and pertains only to years in which the tax rate is
bei ng i ncreased.

9:02: 04 AM

MR DICK informed the comnmttee that Section 6 would bring the
state into conformty with federal law [Public Law 112-40] by
renoving the departnment's authority to waive collection of a
penalty established due to m srepresentation. Section 6 also
would require a mnimum of 30 percent of the U penalties
collected due to msrepresentation to be deposited to the U
Trust Fund. He reported that currently, those funds from
penalties are deposited in the general fund. This federal |aw
conformty would dictate that 30 percent of the penalties be
deposited to the U Trust Fund, which benefits the fund' s
bal ance and can help mtigate tax increases for enployers.
Section 7 would authorize the departnent to participate in an
of fset program called the Treasury O fset Program Currently,
21 states participate in the program This would becone anot her
tool to aid the departnment in collections, he said. The
depart nment already offsets liabilities through the PFD
garni shment program  This would expand this effort and be very
beneficial to the state since it would give the departnment the
authority to offset federal inconme tax refunds from out-of-state
peopl e who are out of jurisdiction and fromwhomit is difficult
to collect.

MR. DICK noved on to Section 8, which would anend AS 23.20.520
by adding a new paragraph to define "covered enploynent

conpensation debt" in accordance with the federal statutes
definition. Section 9 would amend the state's uncodified |aw
speci fying that AS 23.20.279, Section 3 of this bill, applies to
overpaid benefits established after Cctober 21, 2013 - the date
which ties into federal law that requires enactnent of the
conformty provision by that date. Sections 10-12 pertain to

effective dates and the authority to adopt regul ations.

9:04: 28 AM

REPRESENTATI VE JOSEPHSON referred to a chart in nenbers' packets
entitled, "Unenploynent Insurance Trust Fund Balances and
Benefits Paid/ Taxes Collected 2005-2012." He conpared the

actual fund bal ance on Septenber 30, 2012, to what would have
occurred if HB 76 had been in effect. Although the differences
from 2005 to 2010 are marginal as there is wvirtually no
difference in the net balance for the first five years.
However, then a marked change occurs. He asked for an
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explanation of the change. For exanple, in 2009 the fund

bal ance for the departnent was $319 nmillion, but under HB 76
would be $313 mllion, but last year the figures are $264
mllion versus under this bill $189 mllion. He asked the

reason for the significant disparity that begins in 2010.

M5. KEITH replied that there are a lot of noving parts in these
cal cul ati ons. Not only would the division suspend all of the
tax increases during these periods, but the division has a
sol vency adjustnent, which allows the departnent to increase or

decrease to a certain degree. Additionally, the division has
penalties that flow into the fund. She reiterated that |ots of
nmovi ng pieces affect the calculations. She characterized the
figures at the end of 2012 as a cunulative result. She

suggested it mght be helpful to go back some additional years
to provide an extended period to better view the overall effect.

MR. DICK added that in 2009 the US. went into a recession and
the division sees the effects of cost increases during these
years, which resulted in increases in rates in the last three
years. The chart reflects the cunmulative rate increase for each
of those years, which results in a further decline in the
bal ance. He added that with HB 76, which is essentially a tax
deferral program the trust fund will work its way up to the
targeted rate of 3 percent over the years when the econony is
growi ng and rates would have been going down. He described this
as a concept for tax deferral and in the subsequent years,
assunmng the state is beyond the recession and the econony is
growing. One of the nmoving parts in the overall formula of the
tax rate is benefit costs conpared to wages. Thus, as nore
peopl e are enployed, the enploynent rate decreases and the costs
decrease and normally the division would experience a tax
decrease. However, because of the trust fund factor working its
way up to a targeted rate, the tax increase is essentially
deferred i nto subsequent years.

9:09: 36 AM

REPRESENTATI VE JOSEPHSON i nquired as to the naxi num unenpl oynment
benefits in Al aska.

MR. DI CK answered that the naxi num unenpl oynent benefit is $370
per week and the mni mum anmount is $56 per week.

REPRESENTATI VE JOSEPHSON asked how that conpares wth other
states' benefits.
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MR. DI CK responded that Alaska is approximately in the m ddle of
the pack. He offered that some states pay unenpl oynent benefits
of $550 so Al aska naybe a bit above the m ddl e.

REPRESENTATI VE =~ JOSEPHSON  asked whet her t he Unenpl oynent
| nsurance Trust Fund has ever been insol vent.

MR DICK replied no, adding that the U trust fund has never
been i nsol vent since statehood.

9:10: 49 AM

REPRESENTATI VE JOSEPHSON asked whether the current system all ows
for peaks and valleys that is boom and bust cycl es.

MR. DICK answered yes; the current system allows a solvency

adj ust nent . As the econony weakens the U Trust Fund bal ance
will typically decrease, which then reverses wth economc
upsSw ng. He acknow edged the fluctuation and referred to the

table in nenbers' packets entitled, "Al aska Departnent of Labor
& Workforce Developnent Enploynent and Security Division

H storical Average Conmbined U Contribution Rates, Rate d ass
10," which ranges from4.84 to |low of 1.65. The rates fluctuate
bet ween years and if one were to overlay a chart of the econony,
the rel ati onship would be visible, he said.

9:12:10 AM

REPRESENTATI VE JOSEPHSON related his wunderstanding that the
current system allows for sone departnental flexibility, to
increase or decrease, in ternms of the enployee and enployer
rates.

MR DICK clarified that the rates are established through a
formula in statute, and thus the departnment does not have any
di scretionary at this tine.

REPRESENTATI VE JOSEPHSON asked what the federal governnent does
in the event the state under collects and a greater demand for
unenpl oynment exi sts.

MR. DI CK answered that the federal governnent has guidelines for
reviewi ng trust funds. First of all, penalties are not inposed
for becomng insolvent; however, the federal unenpl oynent
programrequires states to continue to pay U benefits. As many
as 32 states have had to borrow to pay these benefits and have
had to subsequently repay the federal government with interest.
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9:13: 50 AM

REPRESENTATI VE JOSEPHSON asked how the other states becane
i nsol vent and how does Al aska avoid it.

MR. DICK responded that although he is not famliar wth
programs or systenms in other states, he believes the issue has
been driven by the econony and recessions in those states. For
exanple, California currently owes $10 billion and M chigan al so
has substantial debt. He reiterated that he has not studied the
i nterplay between the system and their econom es.

REPRESENTATI VE JOSEPHSON related his understanding that Al aska
is one of 18 states that have never been in an insolvency
situation.

MR. DI CK answered that is correct.

9:14: 48 AM

REPRESENTATI VE REI NBOLD remarked that the electronic filing is a
great idea. This bill helps Al aska be federally conpliant and

busi nesses be sustainable. She commented that Alaska is not
doing so well conpared to other states wth respect to
conpetition. She said there isn't any cost to the departnent
and it seens as though it will streamine the process and nake

things nore efficient. She thanked M. Dick for bringing this
forward

9:15:41 AM

REPRESENTATI VE CHENAULT referred to Section 5 of the bill, which
will give the commssioner a lot |leeway in suspending all or
part of the unenploynent rates. He asked whether there is any

concern with the ability to adjust .3 percent yearly regardl ess
of the unenpl oynment rates.

MR. DICK answered that currently the structure is such that the
U Trust Fund sol vency adjustment can only increase or decrease
by .3 percent per year. Section 4 would renpove the .3 percent
decrease aspect. Therefore, the departnment would still have the
ability to inplement a .3 percent increase, which is intended to
provi de protection to enployers, to stair step, and in years of
increase to increase the rate. He informed the commttee that
the departnent believes the .3 percent limtation on decreases
should be elimnated when the econony recovers to allow
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enpl oyers nore tax relief, get nore noney in the econony, and
hel p the econony grow even nore.

9:17:21 AM

REPRESENTATI VE CHENAULT asked who pays the federal governnent
unenpl oynment benefits.

MR, DICK answered that the federal benefits the division pays
out is 100 percent reinbursed by the federal governnent.

9:18:14 AM

DON ETHRI DGE, Lobbyist, Alaska State AFL-CIO said that the
Al aska AFL-ClI O supports the fraud protection neasures in HB 76,
but does not support Section 5. He expressed concern that the
changes in Section 4 add politics into a fornula-driven process
that has worked for nany years. After all, Al aska is solvent
and doesn't have to go to the federal governnent for noney.
Currently, state and federal budget cuts are being discussed,
including cuts to the capital budget. Construction trades
depend on unenpl oynent benefits during the winter to avoid going
to the Lower 48 for work. He concluded that politics is the
wong way to go to address [the U tax rates]. He asked the
commttee to consider adjusting the calculations if the formula
needs adjusting and encouraged the comrittee not to introduce
politics into the equation.

9:20:34 AM

REPRESENTATI VE M LLETT requested clarification as to how M.
Et heridge believes politics play a role in this rather than
view ng the anmount of wunenploynent collected as an economc
deci si on. She said she did not view Section 5 as politicizing
t he novenent of the unenpl oynent rate.

MR. ETHRIDGE answered that if the comm ssioner is naking the
decision, the pressure would be on the conm ssioner to reduce
t he unenpl oynent rate, whether or not it is viable to do so.

REPRESENTATI VE M LLETT disagreed that there would ever be a
scenario in which the DLMWD conmmi ssioner woul d place the U Trust
Fund in jeopardy. In fact, she suggested the effect would be
the exact opposite in that the reduction [of U taxes under the
bill] would cone at a tinme when the econony needs adjustnent.
She maintained it isn't always about politics, but rather what
is best for the econony and the enployee. She mai ntai ned that

HOUSE L&C COW TTEE - 23- March 5, 2013



neither the conm ssioner nor the governor would put Alaska's
unenpl oynment benefits at risk.

MR. ETHERIDGE said he hoped that would be true, but he
mai nt ai ned hi s concerns.

9:23: 06 AM

PAUL CGROSSI, Lobbyist, Alaska State Pipe Trades UA Local 375;
| ronwor ker Managenent Progressive Action Cooperative, said he
shares the sane concerns [as M. Etheridge]. He characterized
the bill as basically a housekeeping bill, the vast majority of
whi ch he supports, to help the departnent performits job better
and better conply wth federal requirenents. However, he
expressed concern over Section 5 of HB 76. He explained that
the formula was put into place over 30 years ago and was
designed by David Teal, the [legislative fiscal analyst in the]
Legi sl ative Finance Division. Thus far it's worked perfectly
wi t hout any insolvency - for over 30 years. |In the good tines,
he predicted the proposed changes wll work well and assist
enpl oyers. However, in bad tinmes it could lead to underfundi ng
and should the econony take a drastic downturn, it could lead to
i nsol vency or add to the possibility of insolvency.

MR. GROSSI explained that the formula has a three-year | ook back
period with various parts to the forrmula designed to |essen the
i ncrease and decrease in taxes to enployers and enpl oyees. Thus
the fornmula is designed to level out the peaks and vall eys. He
expressed concern that [HB 76, Section 5] could add additiona

risk. He related that his clients have enployers and his
[clients] want the enployers to get the benefits; however, he
was unsure how nmuch benefit [Section 5] would nean. He

estimated that it would probably range from $30 to $40 annually
per enployee, which isn't significant but could help. However
if the fornula is such that it is currently overfunding the [U

Trust Fund], he suggested changing the formula. In fact, David
Teal is still available and no one knows the formula better than
him he said. He cautioned against placing this decision in the
hands of one person. Granted, he said he trusts the new DLW

commi ssioner and does not believe anyone would intentionally
harm the fund, he pointed out that predicting what wll happen
to the econony next year is difficult.

9:27:21 AM

MR. GROSSI maintained that if the fornula is overfunding [the Ul
Trust Fund], then the legislature should review the fornula

HOUSE L&C COW TTEE - 24- March 5, 2013



since it is the legislature's job to do so and not the job of
the DLWD conmi ssioner. The legislature determ nes funding so if
a problem with the formula for the U Trust Fund exists, the
| egi sl ature should address it and not place the fund at ri sk.

MR. GROSSI brought up another point that would help enployers.
He said that if the [U Trust] fund becomes insolvent, the
federal government wll need to step in to ensure that
unenpl oynent benefits are paid; however, the state would be
required to reinburse the federal governnment the funds,
including interest. In fact, it really would be the enployers
who would be charged since the U tax being withheld is the
enpl oyers' noney. Thus, while the legislature is trying to help
enployers wth this bill, it ultimtely may put enployers at
risk. He urged nenbers to thoroughly review this bill.

CHAIR OLSON said the conm ssioner acted appropriately by
bringing this issue to the conmttee in the formof a bill.

9:29:19 AM

REPRESENTATI VE M LLETT rel ated her understanding that M. G ossi
trusts David Teal, and asked if M. Gossi would rather M. Teal
make the adjustnents. Representative MIllett opined that the
formul a doesn't need to be rewitten; HB 76 nerely requests the
latitude to make a small adjustnment to the formula. She
guestioned whether the concern is with the DLW comm ssioner
maki ng the adjustnent. She suggested that [Section 5] does not
make a significant request nor would anyone ever want to ever
make the fund insolvent. Wile the increment and the benefit to
enpl oyers might be mninmal under the bill, it seens like a w se
thing to consider when the econony is bad. She asked again
whether M. Gossi's objection was specifically to the DLW
comm ssioner making the decision and if he believes the
| egislative finance analyst is the nore appropriate person to
make the determ nation

MR. GRGsSI clarified that he trusts the current DLWD s
comm ssioner, but he enphasized again that the fornula has

wor ked. Therefore, if the fornmula needs to be adjusted, it
should be reviewed. "It's not David Teal," although he
obviously designed is a good system that has never experienced
i nsol vency. Al though California and other states have had

problems wth insolvency, Al aska has not, even though the
econony suffered severe downturns such as the one during the
m d- 80s. In fact, the system survived the m d-80s. He
hi ghlighted that the good thing about this fornmula is that it
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considers the [U Trust] fund, the nunber of enployees, plus a

whol e ganbit of factors, and determines what is needed. He
suggested if the formula needs m nor changes to keep it working
effectively, it could occur while still giving enployers a
br eak.

9: 32: 34 AM

CHAIR OLSON reiterated it is wthin the comm ssioner's purview
to nake this decision, but he did not believe this function is
in M. Teal's current job description.

9:32:49 AM

REPRESENTATI VE HERRON, referring to page 3, lines 23-26,
guestioned whether the issue or concern with Section 5 is wth
the "in whole" language and if it should be |imted to "in
part".

MR, CGROSSI responded that he doesn't know. He suggested that
the review did not need to be limted to M. Teal, but perhaps
the actuaries and M. Teal <could review the fornmula and
determine whether it needs to be changed to give enployers

relief. However, it should be done in such a way that doesn't
put the fund at risk. After all, chances are - especially
during the good times - the changes would be fine, but if

overfunding is the issue, it seens as though that adjustnent
could be nmade through the fornmula, which could then suffice for
anot her 30 years. He agreed he does not have the solution to
this issue, but reiterated that it seens the actuaries and M.
Teal could review the formul a.

9:35:10 AM

REPRESENTATI VE HERRON, after <considering the coments and
reading Section 5, suggested the conmttee should consider
deleting the "in whole" |anguage from Section 5, but keep the
"in part" | anguage with side boards.

CHAI R OLSON i ndi cated he does not intend to nove HB 76 today.
9:36: 05 AM

REPRESENTATI VE M LLETT referred to a letter in nenbers' packets
from the National Federation of Independent Business (NFIB)

dated January 18, 2013, from which she read the follow ng
statenment: "House Bill 76 revises the contribution requirenments
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to keep the trust fund solvent and allows the comm ssioner the
authority to elimnate or reduce increases in unenploynent
insurance tax rates when the fund is fully funded, based on
standards to ensure the actuarial soundness of the unenpl oynent
trust fund.” She then asked if M. Gossi agrees or disagrees
with the statenent.

MR. GROSSI answered he agrees with the intent. He maintai ned
his concern about the wuncertainty of whether the fund wll
remai n sol vent. He recalled M. Etheridge indicated the future
is unknown. In fact, none of us knows the future. He expressed
concern that if the [U trust fund] is reduced and the state
experiences a downturn in the econony, it would harm enpl oyers.
He suggested Representative Herron's concept would at |east make
it less of a possibility and is nmoving in right direction.

9:38: 27 AM

REPRESENTATI VE M LLETT pointed out that the voice of snal
busi nesses, the NFIB, is saying they support the bill, while the
uni ons express fear that the conm ssioner - who is very aware of
the state of the fully funded U [trust fund] not being able to
make a small adj ust nment . "It baffles nme," she said.
Representati ve MIllett remar ked that it seens like a
contradiction between the union and small business owners, who
woul d be nost affected.

MR, CGROSSI noted that he also represents snmall enployers and
also wants to help small enployers, but wants to avoid
unintentionally harmto themor the fund.

REPRESENTATI VE M LLETT suggested perhaps he was worried about
negl i gence.

MR. GRCOSSI answered that he would characterize his concern not
as pertaining to negligence but due to a | ack of know edge.

9:40: 00 AM

CHAI R OLSON offered his belief that the conm ssioner's goal and
the one he stated are simlar. He suggested the conm ssioner
has the best interests of the state at hand.

REPRESENTATI VE REINBOLD said this is the first time she has
heard insinuations and mstrust and she found the undercurrent
as inappropriate. She also said she knows the conm ssioner, who
has a reputation of working well wth |abor. She said she was
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unsure if the concern is that wunder the current conm ssioner
that insolvency would result. She highlighted that the NFIB
| etter speaks loud and clear in its support of HB 76, and added
that the state needs to support its snmall businesses.

9:41:17 AM

REPRESENTATI VE JOSEPHSON, with due respect to his colleagues,
sai d he was puzzl ed by Representati ve Rei nbol d and
Representative MIllett's comments, who indicated they seem to
find differences between nmnanagenent and |abor as shocking. He
said, "I don't find it shocking. It's the history of humanity.
It goes back to the guilds in the 1700s. O course there is a
di fference. | woke up know ng that. | take his - M. Gossi's
- coments as just being concerned about sonme enployers who he
represents ...."

CHAIR OLSON interjected that this mght be best under conmmttee
comment s. He remarked he's appalled that sonmeone mght think a
political decision is occasionally made in this building.

9:42:16 AM

COMWM SSIONER  BLUVER said that although HB 76 lists the
conmm ssi oner of the Departnment of Labor & Workforce Devel opnent
(DLWD) as the decision-maker, she cannot imagine the decision
would be nmde in a vacuum She stressed the inportance of
considering the best interests of the state and highlighted that
the current governor would not want to put the state in the
position of borrow ng from the federal governnent. She offered
her belief that sideboards on the bill exist that defines when
t he decision can be nmade, in conjunction with the actuary. Thus
the decision would not be made in a vacuum and would not be
harnful to businesses in the state. She concluded that all who
know this adm nistration know that wouldn't be the case.

9:43: 32 AM

DOUG HOLMES, President, National Foundation for Unenploynent
Conmpensati on and Workers' Conpensation, stated he al so serves as
the president of UWC, an organization that nonitors unenpl oynent
insurance policy and law at the federal and state |evel. He
provided his background, including his service as a U
adm ni strator, legal counsel, and Secretary of the Council for
the Ohio system He retired from state service and becane
presi dent of the national organization. He related he watches
t hese issues closely and often consults with states on sol vency
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efforts related to unenploynent insurance. He referred to
Sections 4 and 5 of HB 76 and offered to provide his perspective
on how Alaska fits relative to other states and the federal
gui del i nes. He indicated that Alaska is in a good place in
terms of solvency of the U trust fund.

9:45: 36 AM

MR. HOLMES, with regard to Section 5, explained that the .08
high cost nmultiple equates to about $230 million so even if
Al aska dropped to .08 it would still have $230 million in the U

trust fund, which would be a fairly good balance given the
state's benefit payout history. He offered his belief the risk
of insolvency is mninmal or non-existent and suggested that it
seened reasonable to place the review with the conmm ssioner and
actuary, which would provide sonme flexibility and enable the
state to respond.

MR. HOLMES said one issue that arises in each state is
determ ning the appropriate trust fund bal ance and the inpact on
the ability to keep noney in the state to use for job creation
or to reduce the cost of enploynent. He acknow edged this is a
judgnment call; however, Alaska's unenploynment tax rate per
enpl oyee as a percent of total wages is relatively high conpared
to other states. He al so suggested the U trust fund [bal ance]
is high. Hence, it seens |ike an appropriate tinme to consider
flexibility and the |anguage in Section 5 is suitable, doesn't
place the state at risk, and would give the state flexibility.
Additionally, the interest rate being provided for the U trust
fund bal ance is about 2.5 percent and the interest is applied to
the U Trust Fund itself; these are dedicated dollars that are
part of the federal unified budget and can't be used for other
purposes so sonme restriction exists. Further, the nore noney
deposited to the U Trust Fund may inprove the overall solvency,
but it is only maintained in federal unified budget and can't be
used for other purposes.

9:48: 29 AM

MR. HOLMES summarized that Alaska is in good shape in terns of
the U Trust Fund as a percent of total wages and the average
hi gh cost nultiple. Even if the fund dropped to the .08 rate
the U Trust Fund would still have a bal ance of $230 million.

9:48: 59 AM

[HB 76 was hel d over. ]
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9:49: 25 AM
The commttee took an at-ease from9:49 a.m to 9:53 a. m

HB 74- Al DEA: LNG PRQIECT; Dl VI DENDS; FI NANCI NG

9:53: 28 AM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 74 "An Act relating to developnent project
financing by the Alaska Industrial Developnent and Export
Aut hority; relating to the dividends from the Al aska Industria
and Export Aut hority; authorizing the Alaska |Industrial
Devel opnent and Export Authority to provide financing and issue
bonds for a liquefied natural gas production system and natura
gas distribution system and providing for an effective date."

9:53: 35 AM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), Departnment of Commerce, Community & Econom c Devel opnent
(DCCED), informed the conmittee that her PowerPoint presentation
will wupdate the commttee on the proposal to bring Iliquefied
natural gas (LNG to the Fairbanks area. She said HB 74 would
devel op a catalyst and financing package with the strength of
the Al aska Industrial Devel opnent and Export Authority (Al DEA)
to provide lowcost North Slope natural gas and propane to
I nterior Al aska. Thi s package provides an opportunity for the
project to happen, but passage of HB 74 does not necessarily
mean the project would nove forward since numerous assunptions
have been nade and lots of work is happening to determne
feasibility. This presentation will show the status of the
project devel opnment and where a significant difference can be
made with the financing package to provide |ower cost heating
fuel to Interior residents. She reiterated the project provides
the catalyst and gives AIDEA additional tools, although she
noted HB 74 is primarily a financing package [slides 2-3]. She
described the LNG project as one that would help build out the
LNG to Interior Alaska by trucking gas to consuners while
assuring the private sector is used as much as possible. The
natural gas would be liquefied on the North Slope and trucked to
Interior Alaska and propane would be delivered to the Interior

Al though the initial phase would serve Fairbanks and the North
Pol e area, gas would also be nmade available for other parts of
Interior Alaska. The LNG would be stored and degasified in the
Interior and the distribution system would be built out to
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provi de natural gas for heating. Additionally, the distribution
system would lay the foundation when a gas |ine cones to
Interior Alaska and the LNG custoners could transition to have
their gas distributed fromthe pipeline [slide 4]. Ms. Fisher-
Goad pointed out the LNG trucking value chain [slide 5]. The
AEA and AIDEA have been working to develop the proposed LNG
proj ect . In fact, AIDEA has worked with the proposers and sent
a letter of interest out to help develop the package and
initiate the due diligence.

9:57:36 AM

M5. FI SHER- GOAD expl ai ned what's been happening with the cost of
heating fuel and what this project could do to nmake a
significant difference for nmany custonmers in Interior Al aska
[slide 6]. She explained the graph, noting fuel oil is roughly
$4 per gal and this project proposal has the whol esal e LNG cost

at approximately $3.50 per thousand cubic feet (Mf). Thi s
figure was based on information from project proponents who
anticipate natural gas contracts wll be available from the

North Slope to provide gas at that price. She expl ained that
the blue part of the graph is the liquefaction plant, the green
part of the bar charts is trucking, and the yellow portion is
the regas storage and distribution portion which brings natura
gas to the home. Thus, this graph denonstrates the cost savings
in using natural gas versus fuel oil, which could reduce costs,
which start at $4, by nearly 50 percent for Interior residents.
She referred to an earlier question by the commttee, which was
to ask why an electricity future wouldn't be considered as an
alternative. She turned to slide 7, entitled, "Heating Energy
Supply Conparison,”™ which shows that electricity costs would
need to be $.04 - $.06 per kilowatt per hour (kWh) in order to
be conpetitive. She said she appreciated the economst's
devel opment of the slide since it denonstrates the heating costs
for electricity in Fairbanks is currently at $.22 per kW. She
pointed out the significant difference between electricity and
fuel oil costs, which also denonstrates the reason AIDEA is
considering the LNG trucking proposal to Fairbanks.

10: 00: 11 AM

M5. FISHER-GOAD turned to plant use and expansion which begins
to discuss the startup costs in district [slide 8. The initial
plant would be a 9 billion cubic feet (Bcf) plant that would

provide 4.5 Bcf for space heat, 2.0 Bcf for electricity, and 2.5
Bcf for industrial use. At start up, the eligible customers are
estimated at 7,800 LNG and 1,800 propane custoners. As the
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di stribution system expands, the LNG plant would serve 15,900
LNG and 2, 700 propane custoners.

10: 01: 01 AM

MS. FI SHER- GOAD di scussed the capital cost breakdown [slide 9].
The estimated cost of the LNG plant is $220 million, with the
regas, storage, and redistribution for a total startup cost of
$425 mllion. She explained that the estimates are based on
proj ect proponents who devel oped this project |ast year. Thi s
concept is not a new concept, but is one that has developed in
the past few years to provide an affordable fuel source to the
Fai rbanks area. She reiterated that these assunptions are being
vetted and the due diligence is starting with M. Leonard' s team
on the technical discussion of the project.

10: 02: 09 AM

M5. FISHER-GOAD then turned to [slide 10] wth regard to
househol d heating savings, which conpares the current nonthly
fuel oil costs in the Interior with the potential range of fue

oils with the natural gas future. She highlighted that this
denonstrates AEA's mission to reduce the cost of energy for
Al askans. The aforenmentioned coupled with the fact that AlDEA
is the devel opnent financing agency for the state results in a
very good marriage of sister agencies to develop a project to

help pursue gas for Interior Al askans. There would also be
significant savings in heating costs if LNG can be trucked to
Fai rbanks at this point. Furthernore, changing fromoil heat to
LNG also provides a reduction in the uncertainty of the price
[slide 11]. She pointed out that there is a direct correlation
bet ween crude oil prices and fuel oil prices. 1n 2008, Al askans
usi ng diesel fuel began to see a significant increase in heating
costs. O course, Interior Alaska and rural Al aska are the
colder parts of the state. Wth the LNG future, the sw ng
between low and high prices is reduced. However, as crude
prices fl uctuat e, a signi ficant di fference exi sts.

Additionally, use of natural gas can reduce overall em ssions,
whi ch has been a significant concern in Interior Alaska [slide
12]. Thus natural gas could help increase public health
benefits substantially.

10: 04: 55 AM

M5. FI SHER- GOAD noved on to the long-term use of LNG [slide 13].
She recalled concern was raised in terns of what would happen to
the infrastructure as a pipeline is devel oped. However, all the
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existing entities can be served by the pipeline, including the
exi sting space heating and electrical generation, she said. The
pipeline would replace the trucking system however, the
| iquefaction plant is noveable and could continue to serve areas
in which a pipeline would not serve. Thus AEA and Al DEA believe
a real significant industrial developnment can be done post
pi pel i ne. Additionally, this can assist with further expansion
of rural Alaska river system and highway system in order to
continue to supply LNG and propane to other areas of the state.

10: 06: 28 AM

CHAI R OLSON asked for the project's tinefrane.

M5. FISHER-GOAD projected that if everything pencils out and
AIDEA is able to develop the financing package that it would
like, first gas would flow into the systemin the last quarter
of 2015 [slide 14].

10: 07: 06 AM

TED LEONARD, Executive Director, Alaska Industrial Devel opnent
and Export Authority (AIDEA), Departnent of Comrerce, Conmunity
& Econom c Devel opnent (DCCED), stated that HB 74 woul d provide
aut horization for AIDEA to participate in the financing through
two separate streans of funding. One stream would be AIDEA's
direct financing of $275 million to the project through Al DEA' s
i ssuance of $150 nmillion in bonds. The rate on the direct
financing would be the bond rate plus 25 basis points that Al DEA
wi Il have for managing the project. The second revenue stream
woul d be direct financing of $125 mllion at 3 percent, which is
set in statute [from the Sustainable Energy Transm ssion and
Supply Fund established |ast year] [slide 14-15]. Additionally,
the Governor's proposed FY 14 capital budget proposes another
$50 million in general fund dollars for the purpose of reducing
direct costs to consuners in Interior Alaska. This would be an
equity investnment by the state using sone type of public-private
partnership (P3) agreenent.

10: 08: 24 AM

MR. LEONARD explained the funding sources for the initial
di stribution system build out total s $355 mllion.
Addi tionally, based on existing statutes, credits can be used in
distribution and production phases. More specifically, the

credits are available for providing LNG storage. He antici pated
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LNG storage on the North Slope and in Fairbanks for
regasi fication.

10: 09: 22 AM

MR. LEONARD highlighted the potential financing tools potentia
finance options for initial build out [slide 16]. The financing
AIDEA is requesting for the initial distribution system build
out would consist of $425 mllion with communities and utilities
providing full financing for the expansion of a 9 Bcf to a 13.5
Bcf plant. He described the funding, which includes a direct
loan for the production facility for $125 mllion, wth the
general fund appropriation providing the investnment for the
equity portion for the state, wth funding including the storage
credit. In order for the project to work, private investnent
must occur, estimated at approximately $70 million of the $425
mllion.

10: 10: 43 AM

MR. LEONARD explained the different costs to bring gas to
Fai rbanks, excluding the distribution system [slide 17]. He
detailed the interest at $.25 for the $10.28 per Mf. The

principal on the loan would be $.46 per Mf; and the return on
equity would be $.21 per Mf. He pointed out that the majority
of the cost to bring gas to Fairbanks is in the trucking, the
natural gas contract, and a small anmount of actual operations
[as depicted on the colored bar graph on the right of the
slide.]

10: 11: 34 AM

MR. LEONARD related the project tineline and mlestones [slide
18] . He explained that the feasibility stage is currently
happeni ng, from February to August 2013. The plant and storage
is anticipated to start in June 2013, wth gas delivery
anticipated in the last quarter of 2015. The build out of the
di stribution system would happen in 2014-15. He reported that
AIDEA and AEA have had a team in Fairbanks neeting wth
proponents - the project sponsors. Last week three days of
nmeetings were held. AIDEA has two engineering firnms on board to
begin anal yzing the two turnkey proposals from project sponsors,
including HDR, Inc. and M, LLC He advised that MEl is an
expert on building liquefaction plants and to date the conpany
has bui | t approxi matel y 300 pl ant s around the world.
Additionally, AIDEA also has financial advisors who have begun
to review the financial feasibility of the plant, which wll
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continue through June 2013. He reiterated the goal to have
first gas delivered during the last quarter 2015.

10: 13: 15 AM

REPRESENTATI VE REINBOLD recalled Fairbanks households would
convert to gas. She asked for an estinate of the time frane and
t he approxi mate cost per household for conversion.

M5. FISHER-GOAD estimated that the costs would range from $300
to $500 per househol d. However, due to the significant annua
savings AIDEA believes sonme incentives exist for conventional
financing to help handle the necessary conversion costs. Si nce
AIDEA is currently working through the due diligence, she did
not anticipate Fairbanksans to do so until due diligence is
conpleted and when the project and cost-savings figures are
proven up.

10: 14: 58 AM

REPRESENTATI VE REI NBOLD asked for clarification on the private
investment of $70 mllion as part of the potential finance
opti ons.

MR. LEONARD answered that noney would cone from the project
sponsors, which is likely going to be one of the utilities.
Additionally, on for storage side the investnment would cone from
the various wutilities investing in the distribution system
i ncludi ng Fairbanks Natural gas, and the new utility, Interior
Gas Uility. He pointed out that this type of project is one in
which AIDEA is currently involved; as AIDEA invests its noney,
the project sponsor is also expected to invest, which creates a
conbination of funds to perform the build out and the project
construction.

10: 16: 19 AM

REPRESENTATI VE REINBOLD, referring to the nopveable facility,
asked where the facility would nove and the cost to nove it.

CHAIR OLSON al so asked whether the LNG facility would be skid
mounted or if it would be dismantled and rebuilt.

MR. LEONARD answered that he doesn't have the cost to nove the
facility; however, it is a nodular facility. It is built in
parts and constructed so it would be noved in the sane way.
One possibility would be to nove it to Fairbanks next to the
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proposed pipeline and "it would be a custonmer to utilize... gas
comng off the pipe to make LNG " which would be trucked to
m ning operations, for exanple. He noted the Anbler mne is
scheduled to cone on line in 2019 and other m nes have i ndicated
a preference for LNG if possible. Further, the LNG would be
trucked down the Richardson Hi ghway; however, he does not
currently have the cost for that trucking. He related this
woul d be part of the due diligence undertaken by the agency. He
offered his belief that the cost of noving the plant would not
be a significant cost for the plant.

10: 18: 08 AM

REPRESENTATI VE CHENAULT said he noticed one slide did not
include trucking capital. He asked whether any estinate
existed. He anticipated it would be reasonabl e but wondered why
the trucking estimtes were not included.

M5. FI SHER- GOAD answered that trucking is obviously a part of

cost to get to Fairbanks. The financing that wll be mnmade
avai l able by AIDEA and the potential $50 mllion would not be
used in the devel opnent of the trucking cost. She related her

understanding from discussions wth the utility proponents
mentioned earlier that the trucking portion would be contracted
with a conmpany to provide this service. She agreed the cost
exi sts, but the financing package would not be used to finance
t he trucking cost.

10: 19: 47 AM

REPRESENTATI VE CHENAULT conmmented that although he understands
the need for the project and supports the project, he has sone
qguesti ons. He asked whether AIDEA is considering any financing
di stribution for other communities.

MR. LEONARD answered yes; that under the SETS program Al DEA has
been contacted by small conmunity outside of Anchorage for an
air gas propane system and distribution system for it. He
related that AIDEA is beginning to receive requests through the
SETS program

10: 21: 12 AM

REPRESENTATI VE CHENAULT related that the state funded a gas
pi peline to Homer, which will be repaid, in part, through an
assessed fee on rates. However, Honmer has assessed its

[ property owners] in the ampunt of about $3,900 per parcel in
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order to get a gas distribution system He was curious as to
whet her other communities have contacted Al DEA as he anticipated
other communities wll expect to have distribution systens and
ask for funding. Therefore, he expressed hope the state is
ready and willing to assist other communities in that endeavor
Representative Chenault then said he hoped to nove the bill
forward once questions are answer ed.

10: 23: 08 AM

REPRESENTATI VE JOSEPHSON remarked this seened inexpensive
considering the alternatives. He recalled one slide would serve
15,000 custoners; however 100,000 reside in the Fairbanks North
Star Borough. He asked how this would serve the additional
85, 000 peopl e.

MR. LEONARD answered that instead of people the nunber of
custoners is estinated. He said a full build out is estimted
to serve 19,000 custonmers, although currently there are 22,000
to 25,000 total wunits.

10: 24: 14 AM

REPRESENTATI VE =~ JOSEPHSON  asked  about $105 million for
di stribution system and asked whether that refers to trucking
not retrofitting homnes.

MR LEONARD answered that the $105 million distribution is to
get the pipeline to the neighborhoods and the mains to the
nei ghbor hoods. After the mains are conpleted, a hookup from
Fai rbanks Natural Gas or 1GQU - which is estimated from the main
to the house at $300 to $500 per household - would need to
happen.

[HB 74 was hel d over. ]

10: 25: 16 AM

ADJ OURNVENT

There being no further business before the commttee, the House
Labor and Commerce Standing Conmttee neeting was adjourned at
10: 25 a. m
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