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COW TTEE CALENDAR

CONFI RVATI ON HEARI N&( S) :

Regul at ory Conmi ssi on of Al aska

Nor man Rokeberg - Anchor age

Board of Marine Pilots

Hans Antonsen - Ketchi kan

Al aska Wirkers' Conpensation Board

Ronal d Nal i kak - Anchor age

Board of Pharnacy

Taryl G essel - Eagle River

- CONFI RMATI ON(S) ADVANCED
HOUSE BI LL NO. 32
"An Act providing for the issuance of one business |icense for
multiple lines of business; and providing for reissuance of a
business license to correct a m stake on the license."

- MOVED CSHB 32(L&C) OQUT OF COW TTEE
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HOUSE BI LL NO. 150
"An Act extending the unenploynment contributions for the Al aska
techni cal and vocational education program”

- MOVED CSHB 150(L&C) OUT OF COMM TTEE

COW TTEE SUBSTI TUTE FOR SENATE BI LL NO. 52(L&C)

"An Act providing that portable electronics insurance is not a
service contract; providing that a portable electronics
manuf acturer's warranty or extended warranty is not regul ated as
I nsur ance; rel ating to portabl e el ectronics I nsur ance;
authorizing the director of insurance to issue a I|imted
producer license to a portable electronics vendor for the sale
of portable electronics insurance; and relating to authorization
and training of enployees and representatives of a vendor to
transact portable electronics insurance; and providing for an
effective date."

- MOVED HCS CSSB 52(L&C) OUT OF COMM TTEE

HOUSE BI LL NO. 121

"An Act relating to the exam nations, board, |oans, records, and
| obbying contracts of the Alaska Conmerci al Fishing and
Agricul ture Bank; and providing for an effective date.™

- MOVED HB 121 OQUT OF COW TTEE

HOUSE BI LL NO. 152

"An Act requiring certain enployers who ternminate participation
in the defined benefit retirement plan or the defined
contribution retirenent plan of the Public Enployees' Retirenent
System to make contributions related to past service liability
and pay termination costs; repealing a requirenent that
enpl oyers who term nate partici pation in t he defi ned
contribution retirement plan or the defined benefit retirenent
plan of the Public Enployees' Retirenent System pay for a
term nation cost study; and providing for an effective date."

- HEARD & HELD
HOUSE BI LL NO. 169
"An Act relating to the authority of the Regulatory Conm ssion
of Alaska to regulate the production and distribution of
t el ephone directories.”

- BILL HEARI NG CANCELED
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PREVI QUS COW TTEE ACTI ON

BILL: HB 32
SHORT TITLE: LINES OF BUSI NESS ON BUSI NESS LI CENSE
SPONSOR('s): REPRESENTATI VE(s) COSTELLO, HUGHES

01/16/ 13 (H) PREFI LE RELEASED 1/7/ 13
01/ 16/ 13 (H READ THE FI RST Tl ME - 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/ 20/ 13 (H) L&C AT 3:45 PM BARNES 124
03/ 20/ 13 (H) Schedul ed But Not Heard
04/ 03/ 13 (H) L&C AT 3:15 PM CAPI TOL 106
04/ 03/ 13 (H) -- MEETI NG CANCELED - -

04/ 05/ 13 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 150
SHORT TITLE: TECHNI CAL/ VOCATI ONAL EDUCATI ON PROGRAM
SPONSOR(s): REPRESENTATI VE(s) NEUVAN

03/ 01/ 13 (H) READ THE FIRST TIME - REFERRALS
03/ 01/ 13 (H) L&C, FIN

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

04/ 03/ 13 (H) -~ MEETI NG CANCELED - -

04/ 05/ 13 (H) L&C AT 3:15 PM BARNES 124

BILL: SB 52

SHORT TI TLE: PORTABLE ELECTRONI CS | NSURANCE
SPONSOR(s): SENATOR(s) COGHI LL

02/ 13/ 13 (S) READ THE FI RST TIME - REFERRALS
02/ 13/ 13 (S) L&C

02/ 26/ 13 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 26/ 13 (S) Heard & Hel d

02/ 26/ 13 (S) M NUTE( L&C)

03/ 21/ 13 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
03/ 21/ 13 (S) Moved CSSB 52(L&C) Qut of Committee
03/ 21/ 13 (S) M NUTE( L&C)

03/ 25/ 13 (S) L&C RPT CS 1DP 4NR NEW TI TLE

03/ 25/ 13 (S) DP:  DUNLEAVY

03/ 25/ 13 (S) NR. OLSON, M CCl CHE, STEDMAN, ELLIS
04/ 02/ 13 (S) TRANSM TTED TO (H)

04/ 02/ 13 (S) VERS| ON:  CSSB 52( L&Q)

04/ 03/ 13 (H) READ THE FIRST TIME - REFERRALS

04/ 03/ 13 (H) L&C
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04/ 05/ 13 (H L&C AT 3:15 PM BARNES 124

BILL: HB 121
SHORT TITLE: COWMERCI AL FI SHI NG & AGRI CULTURE BANK
SPONSOR('s): REPRESENTATI VE(s) FEI GE

02/ 15/ 13 (H) READ THE FI RST TIME - REFERRALS
02/ 15/ 13 (H) L&C, FIN
04/ 05/ 13 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 152
SHORT TI TLE. PERS TERM NATI ON COSTS
SPONSOR(s): REPRESENTATI VE(s) THOVPSON

03/ 04/ 13 (H) READ THE FI RST TIME - REFERRALS
03/ 04/ 13 (H L&C, FIN
04/ 05/ 13 (H L&C AT 3:15 PM BARNES 124

W TNESS REG STER

NOCRVAN ROKEBERG, Appoi nt ee

Regul at ory Comm ssi on of Al aska

Anchor age, Al aska

POSI TI ON STATEMENT: As appointee to the Regulatory Conm ssion
of Al aska, testified during the confirmation hearing.

KONRAD JACKSQON, Staff

Representative Kurt O son

Chair, House Labor & Comerce Committee

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: During the confirmation hearing, testified
on behalf of the House Labor & Comrerce Commttee, chaired by
Representative Kurt O son, for which he is staff.

MARY SCHLOSSER, St aff

Representative Ma Costello

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: On behal f of Representative Costello, joint
prime sponsor of HB 32, answered questions and outlined the
changes in the proposed conmttee substitute (CS), Version Y.

DON HABEGER, Director

Division of Corporations, Business & Professional Licensing
( DCBPL)

Departnment of Commerce, Conmunity & Econom c Devel opnment ( DCCED)
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Juneau, Al aska
PCSI TI ON STATEMENT:  Answered questions during the discussion of
HB 32.

REPRESENTATI VE SHELLY HUGHES

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified and answered questions as one of
the joint prinme sponsors of HB 32.

CATHY TILTON, Staff

Representati ve Mark Neuman

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified on behalf of the sponsor of HB
150, Representative Mark Neuman

REPRESENTATI VE MARK NEUMAN

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified and answered questions as sponsor
of HB 150.

KONRAD JACKSQN, Staff

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON  STATEMENT: On behalf of the House Labor & Conmerce
Comm ttee, which Representative Kurt O son chairs, explained the
changes in the proposed commttee substitute (CS) for HB 150,
Version N

JUDY WALGENBACH, Program Director

Amundsen Education Center/ New Frontier Vo-Tech Center

Sol dot na, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 150.

CHRI S REI TAN, Superi ntendent

Gal ena School District (GSD)

Gal ena, Al aska

POSI TI ON STATEMENT: Testified in support of HB 150.

FRED VI LLA, Associ ate Vice-President

Wor kf or ce Prograns

University of Al aska Fairbanks (UAF)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 150.
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RYNNI EVA MOSS, St af f

Senat or John Coghi |

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Testified on behalf of Senator Coghill,
pri me sponsor of SB 52.

KARI NORE, Intern

Senat or John Coghi |l |

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified on behalf of Senator Coghill,
prime sponsor of SB 52.

STEPHEN MCDANI EL

Asurion Wreless |Insurance

Tal | ahassee, Florida

POSI TI ON STATEMENT: Testified during the discussion of SB 52.

M CHAEL PASCHALL, Staff

Representative Eric Feige

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified on behalf of Representative Eric
Fei ge, sponsor of HB 121.

LELA KLI NGERT, President

Al aska Comrerci al Fishing and Agricul ture Bank (CFAB)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 121.

JANE W PI ERSON, Staff

Representative Steve Thonpson

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified on behal f of Representative Steve
Thonmpson, sponsor of HB 152.

LUCI NDA MAHONEY, Chief Fiscal Oficer (CFO

Muni ci pality of Anchorage (MA)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 152.

LUKE HOPKI NS, Mayor

Fai rbanks North Star Borough (FNSB)
Fai r banks, Al aska
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PCSI TI ON STATEMENT: Testified in support of HB 152.

SALLI E STUVEK, Director

Human Resour ces

Fai r banks North Star Borough (FNSB)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 152.

KATH E WASSERVAN, Executive Director

Al aska Muni ci pal League (AM.)

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 152.

ACTI ON NARRATI VE
3:20:31 PM

VICE CHAIR LORA REINBOLD called the House Labor and Conmerce
St andi ng Committee nmeet i ng to or der at 3: 20 p. m
Representatives Josephson, Saddler, Herron, and Reinbold were
present at the call to order. Representatives Chenault and
MIllett arrived as the neeting was in progress.

CONFI RVATI ON HEARI NG&( S) :
Regul at ory Conmi ssi on of Al aska
Board of Marine Pilots
Board of Pharmacy
Al aska Wrkers' Conpensation Board

3:21:13 PM

VI CE CHAIR REINBOLD announced that the first order of business
woul d be confirmation hearings for the Regulatory Conm ssion of
Al aska, Board of Marine Pilots, Board of Pharmacy, and the
Al aska Workers' Conpensati on Board.

3:22: 04 PM

NOCRVAN ROKEBERG,  Appointee, Regulatory Comm ssion of Al aska
(RCA), stated that his primary goal as a nenber of the RCA wll
be to nake an imediate and lasting contribution to the RCA by
bringing his experience working in the private sector as a snall
busi nessman in Al aska for 40 years, as a state legislator for 12
years, and his reputation and conduct as a lifelong Al askan.
The RCA inpacts each Al askan every day of their lives wth
oversight of its infrastructure, he said.
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3:23: 26 PM

REPRESENTATI VE JOSEPHSON recalled a bill before the |egislature
that would create a small dianeter gasline fromthe North Sl ope
to Nikiski that would change sone of the oversight for the RCA
He asked whether M. Rokeberg has a position on this.

MR. ROKEBERG answered that this project is a major issue before

the state. He currently is and will continue to be a nenber of
the RCA, [if confirnmed] and as such is not at |iberty to speak
to any issues that will come before the RCA In fact, the RCA

has been nmonitoring the pending legislation, HB 4, and while he
can't speak for the comm ssion, he offered his belief that the
RCA has a role in the oversight of all pipelines under its
current statutory reginme, which will continue with the pending
bill. He said the nature of a contract carrier would represent
a new concept in Al aska; however the Federal Energy Regul atory
Comm ssi on (FERC) oversees contracts in the Lower 48.

3:25: 00 PM

REPRESENTATI VE JOSEPHSON recalled as a former legislator, M.
Rokeberg twi ce sponsored legislation to create an electric
consuner's bill of rights. He asked if those bills passed.

MR. ROKEBERG answered no; however, he did introduce a consumer's
bill of rights for health insurance that passed, but not one for
utility custoners.

3:25: 48 PM

REPRESENTATI VE JOSEPHSON, recalling that as a legislator M.
Rokeberg was focused on wutility regulation |egislation, asked
M . Rokeberg to discuss his philosophy of regul ation.

MR. ROKEBERG replied that the purpose of regulation is to align
private and in Alaska's case, the service providers' behavior
with the public interest. The public interest is a conposite of
the economc efficiency, political accountability, and public
expectations of fairness and problem solving. In essence, he
said that is basically his understanding of regul atory
over si ght. Recently, part of his daily routine has been to
become educated on RCA nmatters since the position of
conmi ssioner is very demandi ng and conpl ex.

3:27: 00 PM
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REPRESENTATI VE SADDLER inquired as to what special skills M.
Rokeberg will bring to the job, which gaps he wll fill, or
pl aces that he wll provide conplenentary skills.

MR. ROKEBERG answered the current RCA is conprised of a group of
peopl e possessing strong | eadership. He characterized the
conmmi ssioners as people with sharp mnds and an excellent |ega

backgr ound. He offered his belief that he will bring |ong-term
experience in the private sector due to his business background.

He noted that he had a successful career in real estate
brokerage and developnment and also served 12 years in the
| egi slature where he focused in the House Labor & Commerce
Standing Committee on many utility issues. He said he also
chaired working groups on the Railbelt Energy Gid Authority
heari ngs through the Al aska Power Authority (APA) as well as on
the Integrated Regional Plan after he left the legislature.
Thus, he has kept abreast of issues and been part of the
sol uti on. He acknowl edged the legislature is currently seeking
to resolve major challenges.

3:28: 44 PM
VI CE CHAI R REI NBOLD asked about the conposition of the RCA

MR. ROKEBERG answered that three l|lawers and nenbers of the
Al aska Bar Association serve on the RCA He said that although
he and Comm ssioner Pickett are the non-lawers on the RCA, they
both have private and public experience and a broad spectrum of
experi ence. He also did not mind - if the Vice Chair so chose
to do so - being called the honorific "Representative" since he
is very proud of his service in the |egislature.

3:29:48 PM

REPRESENTATI VE CHENAULT comrended M. Rokeberg for putting his
name forward as he brings a diverse background beyond the
| awers. He said he will support him

MR. ROKEBERG appreciated that his |aw nmaking experience versus
being an attorney brings a different perspective to his role
He said he is pleased the governor has confidence in him and
w th Representative Chenault's support.

3:31:19 PM

REPRESENTATI VE CHENAULT related that the legislature will deal
with the policy issues and the RCA can handle the RCA s issues.
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MR. ROKEBERG answered that is a point well taken.
3:31: 35 PM

VI CE CHAIR REINBOLD thanked him for service to the legislature
and for being willing to serve [on the RCA]. As chair of the
Joint Commttee on Adm nistrative Regulation Review Commttee,
Vice Chair Rei nbold said she looks forward to better
understanding the process and expressed hope that some
i nprovenents coul d be nade.

3:32:17 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Chair, House
Labor & Conmmerce Standing Committee, Alaska State Legislature,
on behalf of the House Labor & Comrerce Standing Commttee,
referred to a draft nenorandum dated April 5, 2013, from the
conmttee to the Chief Cerk listing the appointees and the
board or comm ssion to which they have been appoi nted. He said
that all of the committee nenbers have had an opportunity to
review the resunmes and have expressed no further concerns wth
the qualifications of any of the appointees. He read the
foll ow ng names of t he appoi ntee's to t he specified
boar d/ comm ssi on:

Board of Marine Pilots
Hans Ant onsen

Al aska Workers' Conpensation Board
Ronal d Nal i kak

Board of Pharmacy
Taryl G essel

Regul at ory Conmi ssion of Al aska
Nor man Rokeber g

MR. JACKSON rem nded nenbers that signing the reports regarding
appointnments to boards and comrissions in no way reflect
i ndi vi dual nenbers' approval or disapproval of the appointees,
and that the nomnations are nerely forwarded to the full
| egi slature for confirmation or rejection.

VICE CHAIR REINBOLD, after first determning no one else w shed
to testify, closed public testinmony on the confirmation hearing.
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3:34:12 PM

REPRESENTATI VE CHENAULT noved to advance the confirmations for
the aforenentioned nanmed appointees referred from the House
Labor and Commerce Standing Conmittee to the joint session of

the House and Senate for consideration. [He noted that each
menber’s signature on the commttee’s report in no way reflects
the nmenber’s vote during the joint floor session]. There being

no objection, the confirmati ons were advanced.
The conmttee took an at-ease from3:34 p.m to 3:35 p.m

HB 32- LI NES OF BUSI NESS ON BUSI NESS LI CENSE

3:35:37 PM

VI CE CHAIR REINBOLD announced that the next order of business
woul d be HOUSE BILL NO 32 "An Act providing for the issuance of
one business Ilicense for nmultiple lines of Dbusiness; and
providing for reissuance of a business license to correct a
m stake on the license."”

3:35:51 PM

MARY SCHLOSSER, Staff, Representative Ma Costello, Al aska State
Legi slature, speaking on behalf of one of the joint prine
sponsors of HB 32, Representative Costello, stated that under

current law a separate business license is required for each
line of business or business activity. This bill would allow
conpanies with nultiple lines of business to obtain only one
business Ilicense for their oper ati ons. After further
consultation with the departnent, the sponsor agreed to changes
enbodied in the proposed comittee substitute, i ncl udi ng
changing the |lines of business to trade, service, profession, or
activity throughout the bill, she said.

3:36: 53 PM

REPRESENTATI VE CHENAULT noved to adopt the proposed commttee
substitute (CS) for HB 32, |abeled 28-LS0192/Y, Martin, 3/19/13,
as the working docunent. There being no objection, Version Y
was before the conmttee.

3:37:22 PM

M5. SCHLOSSER, continuing her review of Version Y, pointed out
that on page 1, line 13, the |anguage, "primary and secondary
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trade, service, profession, or activity" was inserted. Thi s
| anguage, she explained, was crucial to the departnment to |ower

the fiscal note. On page 2, line 8, a new subsection was added
to allow reissuance of a business |icense wthout additional
f ees. Additionally, on page 2, line 13, the grace period for

the timefrane in which the departnent retains the business nane
in the database was shortened from the 90-day grace period

previously considered to 30 days. This goal of the bill, she
specified, is to nake it possible to |license the business rather
than Iimt it to the line of business. She characterized this
bill as a business-friendly bill as the sponsor wants to make
Al aska friendly to business. She suggested this bill mght help
Al aska's rankings in terns of business-friendly states. She

rem nded nenbers of a CNBC poll that ranked Al aska 47th out of
50 and a Forbes poll that ranked Al aska as 42nd in the nation.

VI CE CHAI R REI NBOLD obj ected for the purpose of discussion.

3:39: 29 PM

DON HABEGER, Director, Division of Corporations, Business, and
Pr of essi onal Li censi ng (DCBPL) , Depar t ment of Conmmer ce,
Community, & Econom c Devel opment (DCCED), said he appreciated
the sponsor's willingness to work through the issues.

3:40: 13 PM

REPRESENTATI VE CHENAULT referred to the fiscal note and reasons
the fiscal note changed, including that the departnent wants to
be able to capture the old business licenses. He asked for
clarification on the specific change in the fiscal note.

MR. HABECGER responded that one of the big drivers is the anount

of data the database can handl e. The original bill would have
required the departnment to nmaintain a nunber of Ilines of
busi ness. He recalled the maxi mum nunber is about 11 |ines of
business wth subcategories under it. He suggested the

recording and tracking was rather burdensone and the departnent
anticipated increased costs to maintain the database. However,

once the requirement to track was limted to the primary and
secondary business, which is subsequently printed on the
license, it reduced the effort necessary to nmintain the

dat abase and the departnment could acconmpdate the needs of the
statute.

3:41:46 PM
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REPRESENTATI VE JOSEPHSON said he supports this bill. He asked
whet her the cost would be under $10, 000.

MR. HABEGER answered yes. While the proposed CS wll still
require sone changes to the database, the division already has
the primary and secondary nethodology in place to track the
i nformation. These changes are not as cunbersone as tracking
multiple lines of business, which he has been advised include up
to 19 lines of business. He concluded that using the tracking
currently in place will reduce the cost to inplenment the bill.

3:42: 40 PM

REPRESENTATI VE SHELLY HUGHES, Al aska State Legislature, as a
prime joint sponsor of HB 32, offered her support for HB 32.
She said that it is inportant to streanline the process such
t hat one business nanme and one business |icense nmakes sense, in
particular for the small busi ness owner who has linited margins.
Hence, if the state can help by allowng themto put their noney
into expanding their businesses rather than paying |icense fees,
then this is a good thing.

3:43: 53 PM

VICE CHAIR REINBOLD, after first determ ning no one else w shed
to testify, closed public testinony on HB 32.

VI CE CHAI R REI NBOLD renoved her objection.
3:44:10 PM

REPRESENTATI VE CHENAULT noved to report the proposed committee
substitute (CS) for HB 32, |abeled 28-LS0192\Y, Martin, 3/19/13,
out of conmmttee wth individual recomendations and the
acconpanying fiscal note and letter of intent. There being no
objection, CSHB 32(L&C) was reported from the House Labor and
Commerce Standi ng Conmitt ee.

The commttee took an at-ease from3:44 p.m to 3:46 p. m

HB 150- TECHNI CAL/ VOCATI ONAL EDUCATI ON PROCGRAM

3:46: 35 PM

VI CE CHAIR REINBOLD announced that the next order of business
woul d be HOUSE BILL NO 150 "An Act extending the unenpl oynent
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contributions for the Al aska technical and vocational education
program "

3:46:42 PM

CATHY TILTON, Staff, Representative Mirk Neuman, Al aska State
Legi sl ature, speaking on behalf of the sponsor, Representative
Neurman, explained that HB 150 relates to the Alaska Techni cal
and Vocational Education Program (TVEP), which was created in
2000 under AS 23.15.840 and sunsets on June 30, 2014. This bill
will extend the sunset date. The TVEP was created to provide
financial assistance and support facilities throughout the state
for technical and educational prograns for industry-specific
training. In 2008, a bill passed that updated the TVEP by
creating a vocational education account conprised of funds
coll ected from unenpl oynent insurance contributions at a rate of

.15 percent. These funds are then allocated according to the
statute, which is illustrated in a flow chart in nenbers'
packets entitled, "State of Alaska Tax Flow Chart". In 2008
the wunenploynent rate in Alaska was 50 percent above the
national average. Figures recently released by the state

Departnment of Labor & Wirkforce Devel opnent (DLWD), relate that
the unenploynment rate in Al aska for Decenber 2012 was at 6.6
percent, while the national average was at 8.1 percent. In
fact, Alaska has maintained a |lower than national average rate
for 46 nonths, which is a good indicator that the technical and

vocational training prograns work. From 2006-2011, 63 percent
of youth who graduated from Al aska's high schools attended sone
col | ege. In part, the TVEP program works since it allows youth
to train in their local comunities and also |live and work where
they were raised. In 2012, DLWD tracked nearly 18,000 training
program students as they noved into the work force. The

departnment discovered that 67 percent of the students who
conpleted the program had salaries and enploynent in the fourth
guarter. Additionally, these participants earned 29 percent
nore during that time [as conpared to those not in the prograni.

3:49:16 PM

M5. TILTON pointed out Al aska's workforce is an agi ng workforce.
As the baby boonmers retire a lack of skilled workers and
tradesnen exist to neet the growi ng demand for replacenents. |In
2008, 9.9 percent of construction workers and 11.8 percent of
m ning and | ogging workers were between the ages of 55-65. As
this group retires the state will need skilled tradesnen to fil

their spots. The Anchorage Daily News (ADN) on March 21, 2013,
reported that the U S. is not producing enough qualified workers
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to neet the needs of the nmining and energy sectors, which is
another reason to continue wth these vocational education
trai ni ng prograns.

REPRESENTATI VE MARK NEUMAN, Al aska State Legislature, speaking
as the sponsor of HB 150, stated that this is a great program
with federal funds for vocational education prograns. He asked
menbers for their support.

3:50: 45 PM

REPRESENTATI VE SADDLER noved to adopt the proposed comittee
substitute (CS) for HB 150, |abeled 28-LS0599\N, M schel
4/ 4/ 13, as the worki ng docunent.

VI CE CHAI R REI NBOLD obj ected for the purpose of discussion.
3:51:11 PM

REPRESENTATI VE SADDLER asked the sponsor to identify the nost
ef fective vocational education training program

REPRESENTATI VE NEUMAN replied it would depend on the university

or job skills a student would like to pursue. He related that
this program funds a nultitude of vocational education prograns,
such as nursing, m ni ng, heavy equi pnent, construction,

electricity, and al nost every trade.
3:51: 50 PM

VICE CHAIR REINBOLD referred to the fiscal note and asked for
clarification.

REPRESENTATI VE NEUVAN directed attention to the explanation
attached to the $5.4 nmillion fiscal note. He then explained the
fiscal note is an estimte since the state is unsure of the
anount of the program s funding.

VICE CHAIR REINBOLD asked whether the fiscal note represents
growh or if the program has been steady.

REPRESENTATI VE NEUMAN answered that the program has been fairly
st eady. Unfortunately, as |ess people are working, |ess noney
goes into this program He explained the programincreased from
approxi mately .10-.15 percent six years ago once the core of the
fund had grown to a point where additional funds could be
di stributed for vocational education w thout affecting the core.
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3:53: 35 PM

REPRESENTATI VE CHENAULT conmented that he supports workforce
devel opment and vocational education training. He wondered if
sone of the funds should be spent in K-12 or if additional
funding should be applied to the K-12 sector. He expressed an
interest in having high school students consider vocational
education as an option rather than waiting until students are of
college age. He said he likes the bill, but he thinks the state
needs to do nore in the education system at an earlier tinme to
pronot e vocati onal educati on.

VICE CHAIR REINBOLD stated she previously lived in a country
that pronoted vocational education and it was fascinating to see
ki ds choose a coll ege path or vocational path in 9th grade.

3:54:46 PM

REPRESENTATI VE CHENAULT asked for an explanation of the changes
in the proposed conmittee substitute (CS) for HB 150, Version N

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi slature, on behalf of the House Labor & Commerce Standing
Conmttee, Representative Kurt dson, Chair, explained the
changes in Version N Referring to page 1 line 6, he pointed
out that the inmmediate effective date would change from 2014 to
2024 to help prevent any |apse in funding for the funding.

REPRESENTATI VE NEUMAN interjected that he wanted to address
HB 150 this year to avoid any | apse in funding.

VICE CHAIR REINBOLD renoved her objection. [No further
objection was stated and the commttee treated Version N as
before it.]

3:56:12 PM

JUDY WALGENBACH, Program Director, Amundsen Education Center/ New
Frontier Vo-Tech Center, began by thanking the nenbers for the

TVEP funding, which allowed expansion of the prograns. For
i nstance, now there is a professional nedical coding program on
the peninsula, which is a national certification. The average
salary students receive ranges from $13-$15 per hour with
benefits. She then pointed out that the Al aska Conm ssion on
Post - Secondary Education just approved an Internet Technol ogy
network technician program which wll allow the center to
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attract nore students from the village. The center also
provi des support to assist students as they transition in from
the villages to the program the center hopes to obtain nore
residential housing for students. She indicated the center has
been assisting students seeking new careers. A new facility was
donated to Amundsen Education Center this fall and TVEP enabl ed
the center to have adequate teaching staff as it expands its
program She reported the TVEP grant has been a great benefit
to the organization and the center appreciated being awarded a
grant to cover operating expenses.

VI CE CHAI R REI NBOLD renmarked that she understood that the nunber
of nmedical codes will increase from 10,000 to over 100, 000 under
the [ new proposed] federal |aw.

3:58:17 PM

CHRIS REITAN, Superintendent, Galena School District (GSD)

spoke in support of HB 150. He explained that the GSD uses the
TVEP funding to build a bridge program primarily for rural
Al aska Native students, for long-term post-secondary training
opportunities. The GSD has a high school boarding school where
students are engaged in one of the career and technica

education prograns. Further, students can transition into a
post-secondary program For exanple, the TVEP funds support the
GSD s aviation program and students can transition and obtain
their private pilot's license and instrunmentation certification
in Galena, and then nove on to nore advanced training at the
university level. Additionally, students can work toward
cosnetol ogy certification, primarily at the high school level to
obtain hours and then transition into Galena's fifth year post-
secondary program These TVEP funds have been hugely inportant
to Galena, in terns of building prograns that high school
students can use to begin working towards certification. Upon
graduation students can nove into post-secondary certification
prograns, which are relatively short-term prograns [due to the
vocational technical training they receive in Glena]. He said
GSD is in full support of HB 150. He offered his belief that
this funding has created a great nodel in Galena to offer post-
secondary education and training to high school students, which
allows themto nove on to final certification upon graduation

REPRESENTATI VE SADDLER remarked that he was part of a trip that
the Comunity and Regional Affairs Standing Conmttee took |ast
year to Gl ena. He said he was very inpressed by the auto shop
and avi ation technology program He offered his support for the
bill, in part, to assist Galena in its continued efforts.
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4:01: 07 PM

FRED VI LLA, Associ ate Vice-President, Wor kf orce  Prograns,
University of Alaska Fairbanks (UAF), stated that UAF has over

200 workforce developnent prograns in three areas, including
pre-col |l ege prograns to connect youth with career pathways; the
certificate degree and occupational endorsenent; as well as

prof essi onal devel opnment of students across the state wth
priority areas for economc and comunity devel opnent, career
pat hways, and hi gh demand jobs. He related that the UAF program
uses the TVEP noney as one-time funds to Kkeep technol ogy
current, startup funds for prograns that neet the imed ate
needs of enployers in the regions and across the state through
grants or other resources until sustainable sources of funding
are found. The office inplenents the program using a
conparative process with the wuniversity canpuses that aligns
with the state priorities as identified by the Wrkforce
| nvestnent Board and use the TVEP's rules and guidelines to

devel op proposals. Then the proposals are vetted through the
provost and the chief academc officers of each university to
ensure the program neets the canpus priorities. The UAF' s

review commttee includes representatives from each university
and the Departnment of Labor & Workforce Devel opnent (DLWD). He
characterized this effort as one that uses the state perspective
to help prevent duplication of prograns.

4:03: 38 PM

MR.  VILLA offered his belief that all of the educational
training prograns are associated with industry standards and
criteria or certificates. For exanple, in the pre-college area,
the robotics program has gone statewde and is alnobst viral at
this point. The robotics program hel ps introduce kids to the
fun and creativity of robotics, but may also generate interest
in nmore students becom ng engineers. The dual credit tech-prep
program and t he pr of essi onal devel opnent j our neyman
apprenticeship program allows credit for prior learning for
associ ate degrees by using experience students obtained during
t he journeyman trai ning. He pointed out that high demand areas
are prograns in health, mning, and a mning core drilling
program - which is an apprenticeship program The new m ne
training offered in Juneau and in the oil and gas sectors are
process technology provided in partnership with the Pipeline
Trai ning Center. He offered his belief that this funding has
been critical funding and w sely used by the wuniversity. He
t hanked nenbers for their tine.
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VICE CHAIR REINBOLD renarked that the robotics progranms have

just started at the high school in her district. She said she
al so loves the science, technol ogy, engineering, and math (STEM
program as well. She said after listening to the testinony on

wor kf orce devel opnent, she believes the philosophy and training
is aligned with the needs of Al askans.

VICE CHAIR REINBOLD, after first determning no one else w shed
to testify, closed public testinony on HB 150.

4:05:54 PM

REPRESENTATI VE SADDLER noved the proposed conmttee substitute
(CS) for HB 150, | abeled 28-LS0599\N, M schel, 4/14/13, out of
conmmttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 150(L&C) was
reported fromthe House Labor and Commrerce Standi ng Comrittee.

The commttee took a brief at-ease.

SB 52- PORTABLE ELECTRONI CS | NSURANCE

4:08:27 PM

VICE CHAIR REINBOLD announced that the next order of business
would be the CS FOR SENATE BILL NO 52(L&05) "An Act providing
that portable electronics insurance is not a service contract;
providing that a portable electronics manufacturer's warranty or
extended warranty is not regulated as insurance; relating to
portable electronics insurance; authorizing the director of
insurance to issue a |imted producer license to a portable
el ectronics vendor for the sale of portable electronics
insurance; and relating to authorization and training of
enpl oyees and representatives of a vendor to transact portable
el ectronics insurance; and providing for an effective date."

4:08:40 PM
RYNNI EVA MOSS, Staff, Senator John Coghill, Alaska State
Legislature, informed the <conmittee that Senator Coghill's

staff, Kari Nore, is a student from Gonzaga University serving
as an intern through the University of Alaska Southeast (UAS).
Ms. Nore drafted and researched the bill, prepared docunents,
and has been presenting the bill to conmttees.
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KARI NORE, I ntern, Senat or John  Coghill, Al aska State
Legi sl ature, introduced herself.

4:09: 29 PM

REPRESENTATI VE CHENAULT noved to adopt the proposed House
commttee substitute (CS) for SB 52, I|abeled 28-LS0461\Q
Bai |l ey, 4/5/13 as the working docunent.

VI CE CHAI R REI NBOLD obj ected for purpose of discussion.

4:09: 49 PM
M5. NORE stated that this bill wuld establish portable
el ectronic insurance under AS 21. This bill would attenpt to

bring structure to the electronics insurance market and protect
consuners by adding portable electronic insurance not included
under a service contract, but regulated through the D vision of
| nsur ance. Section 2 wuld add a new subsection, AS
21.03.021(g), to clarify that Title 21 does not apply to a
portable electronics nmanufacturer's warranty or ext ended
warranty. Section 3 would add a citation to reflect the
addition of the portable electronic insurance that is outlined
in Section 4. Section 4 would add a new paragraph (8) [to AS
21.27.150(a)] to allow the state's director, D vision of
| nsurance (DA), to issue a portable electronics limted
producer license to a vendor that sells or offers portable
el ectroni cs insurance. The license would cover the vendor and
enpl oyees for all locations in the state where the vendor sells
the products. The enployees do not have to be licensed so |ong
as they are not solely conpensated based on the sale of
i nsur ance. The vendor would have a training program and wll
mai ntain a registry, she said.

4:11:09 PM

VB. NOCRE related that Section 5 would define portable
el ectronics insurance, list the materials that nust be presented
to the consuner in  witing, define the procedure for
nodi fication of the terms of the insurance, define the
procedures to termnate the insurance, and list the types of
devices that wll be covered under portable electronics

i nsurance. Section 6 would provide an effective date of January
1, 2014, to allow the DO tinme to conplete installation of a new
software program for data entry. This wll prevent the bil
fromhaving a fiscal inpact, she said.
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4:12:18 PM

REPRESENTATI VE SADDLER, referring to Section 3, asked for
clarification as to whether the enployees who are not solely
conpensat ed have to be |icensed.

M5. NORE referred to page 5, line 29, which read:

(1) t he enpl oyees or aut hori zed
representatives are not conpensated based primarily on
the nunber of custonmers enrolled for coverage;
however, an enployee or authorized representative my
recei ve conpensation for activities under the license
that is incidental to the enployee's or authorized
representative's overall conpensation

MS5. NORE expl ained that the enployees will receive salaries, and
the vendor can offer a bonus if they choose to do so. Thus
this bill does not nmandate it.

4:13: 32 PM

REPRESENTATI VE SADDLER asked if an enployees are conm ssioned

the salaries are not conpensated based primarily on the nunber
of customers enrolled for coverage. He asked whether this is
solely for salaried enployees or if it wuld also apply to
conmi ssi on sal es.

M5. NORE related her understanding that this bill would apply to
sal ari ed enpl oyees.

REPRESENTATI VE SADDLER remarked it woul d be easier to nmanage.
4:13: 53 PM

M5. NORE explained that on page 2, line 2, of CSSB 52(L&C)
portabl e electronics was included as tangi bl e personal property;
however, through discussions, the sponsor decided this was
unnecessary since portable electronics were already considered
as personal property. Therefore, Version O does not include the
| anguage "including portable electronics"” on page 2, lines 2 and
8.

4:14:57 PM

M5. NORE pointed out that originally the |anguage on page 10,
line 10, of CSSB 52(L&C) read: "a service contract governed by
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AS 21.03.021(e);" which was found to be confusing. Thus, the

| anguage was reworded in Version O to read: "(i) A service
contract described in AS 21.03.021 (e);" in order to clarify it.
VICE CHAIR REINBOLD renoved her objection. [No further

objection was stated and the commttee treated Version O as
before it.]

4:15:46 PM

STEPHEN MCDANI EL, Asurion Wreless |Insurance Services [Asurion],
said he is available to answer questions. He stated that
Asurion is a provider of this portable electronics insurance and
works with wireless carriers to provide this protection program
to custoners. He stated he is here in support of the bill.

4:16: 34 PM

REPRESENTATI VE SADDLER asked whether he could describe the nost
commpn | osses.

MR. MCDANI EL answered he was unsure, but probably damage to the
device from dropping it, which is from his personal experience.
He said the program woul d cover physical danage, |oss, and theft
of the devices.

VICE CHAIR REINBOLD, after first determ ning no one else w shed
to testify, closed public testinony on SB 52.

4:17:45 PM

REPRESENTATI VE CHENAULT noved to report the proposed House
commttee substitute (CS) for CSSB 52(L&C), | abel ed 28-LS0461\Q
Bail ey, 4/5/13, out of commttee with individual recomendations
and the acconpanying fiscal notes. There being no objection,
HCS CSSB 52(L&C) was reported from the House Labor and Conmerce
St andi ng Comm ttee.

The commttee took an at-ease from4:18 p.m to 4:21 p.m

HB 121- COVMERCI AL FI SHI NG & AGRI CULTURE BANK

4:21: 03 PM
VICE CHAI R REI NBOLD announced that the next order of business

would be HOUSE BILL NO 121, "An Act relating to the
exam nations, board, |oans, records, and |obbying contracts of
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the Alaska Commerci al Fishing and Agriculture Bank; and
providing for an effective date."

4:21: 08 PM

M CHAEL PASCHALL, Staff, Representative Eric Feige, Al aska State
Legi slature, speaking on behalf of the sponsor of HB 121

Representative Feige, stated that HB 121 pertains to the
Conmer ci al Fishing and Agriculture Bank (CFAB), which he
characterized as a great success. The program was started 21
years ago with an initial investment of $32 million from the
state, with the provision that the state would be rei nbursed for
the noney put into the bank. The statutes initially created by
the enabling legislation nade the CFAB independent of all the
ot her banking rules. Thus a specific set of statutes regul ates
one bank, which is a private bank, operating as a cooperative

however, the CFAB does not fall wunder existing banking |aws.
The CFAB's board desires to change the operation slightly so it
can better serve its menbers and custoners, he rel ated.

4:22:34 PM

REPRESENTATI VE M LLETT said she has a potential conflict since
one of her famly nenbers is a fishernman.

REPRESENTATI VE SADDLER obj ect ed.
4:22:56 PM

MR. PASCHALL offered to provide a sectional analysis of the
bill. Section 1 would adjust the |ending power of the bank by
elimnating the borrowing limts on certain types of loans. It
al so would renove the residency requirenment for certain types of
capital loans if the facility is located within the state as

well as expand the types of loans that may be given to
nonmenber s. Section 1 would also make |oans available for
certain tourism operations and for operations dedicated to the
devel opnment or exploitation of natural resources. Section 2

would add commercial agriculture to the current provision
thereby allowi ng |oans to nonnenbers for conmercial fisheries in
certain areas. Section 3 would change the dollar limtation on
| oans to nonnenbers from $25,000 to $50, 000. Section 4 would
increase the debt to capital ratio from8 percent to 25 percent.
Section 5 is conform ng | anguage pertaining to bank exam nations
added in Section 7, and it also would correct a typographica
error in statue. Section 6 would allow the bank to nake
available a list of those eligible to serve on the board of
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directors of the loan to those nenbers eligible to vote.
Section 7 would provide that the Departnent of Conmerce,
Communi ty, and Econom c Devel opnent (DCCED) shall audit the bank
at |east once every 36 nonths, which is a standard practice in
the industry. Section 8 would repeal AS 44.81.020(f), which
sets director conpensation, and AS 44.99.030(a)(2), which
prohi bits | obbying by the bank. Section 9 would delay the audit
established in Section 7 wuntil one year after the effective
dat e. Finally, Section 10 would establish an imediate
effective date.

4:25:01 PM

REPRESENTATI VE JOSEPHSON, referring to pages 3 and 4, he asked
whet her the CFAB has $35 million in assets.

MR. PASCHALL deferred to the bank to answer. He said there was
an initial investnent by the state, which was $32 mllion and
was repaid to the state by the bank through its earnings through
t he repurchase of stock in the bank.

4:26:21 PM

REPRESENTATI VE JOSEPHSON asked how stiff the conpetition for
avai |l abl e funds is today, w thout HB 121.

LELA KLINGERT, President/CEO, Alaska Comercial Fishing and
Agricul ture Bank (CFAB), answered that she was unsure whether he
was referring to conpetition in the industry for |oans.

REPRESENTATI VE JOSEPHSON asked whether the CFAB issues a finite
anmount of | oans.

MS. KLINGERT related that the $35 million previously nmentioned
equals the total loan volunme or the amount of |oans that are
out standi ng. She expl ai ned that CFAB borrows from CoBank, which
is a national cooperative bank headquartered in Denver. For
every |oan CFAB nakes, CoBank w || advance funds. For exanpl e
for every $100 in loans that CFAB issues, CoBank woul d advance
$80, and the remai nder would cone from CFAB' s capital

4:28: 03 PM

REPRESENTATI VE JOSEPHSON asked how nuch capital CFAB has that is
not out standi ng.

MS. KLI NGERT answered approxi mately $20 mllion.

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



4:28:15 PM

REPRESENTATI VE JOSEPHSON asked how much conpetition exists for
the $20 mllion in CFAB |oans and whether sufficient applicants
for the | oans are sinply not avail abl e.

M5. KLINCGERT answered that the entire amount of the $35 million
has been lent, which represents CFAB's $20 million plus the $15

mllion from CoBank. She explained that through that process,
CFAB could lend another $70 mllion using CFAB' s capital as
| ever age. She was wunsure of the specific conpetition in

guestion and whether he was referring to conpetition wth other
banks.

REPRESENTATI VE JOSEPHSON offered that he is curious why CFAB
woul d extend |oans to corporations and individuals who are not
Al askans. If there is not much interest in loans in Al aska,
t hat woul d answer his question, he said.

M5. KLINGERT replied that the demand is not in extending |oans
to nonresidents. First, that portion of CFAB loans is limted

In fact, loans would not be opened to all nonresidents for any
reason since loans would be limted only to those with a
facility located in Al aska, such as a fishing lodge or if a
party wanted to acquire the |odge structure. She expl ained that
CFAB's typical borrower nay be one that is not attractive to
commercial banks, and thus CFAB would create alternative
fi nanci ng.

4:30: 28 PM

REPRESENTATI VE CHENAULT answered that CFAB |oans may not be as
attractive as ones from regular comercial |enders. He asked
whet her CFAB |l ends at a higher rate than a normal |ender or if
CFAB has options on setting interest rates on | oans.

M5. KLI NGERT answered that the interest rates other banks charge
vari es. She offered her belief that from a conpetitive
standpoint, if CFAB contenplated a |loan that a commercial bank
wanted to make, the commercial bank would likely be in a better
position to offer a |lower rate than CFAB.

REPRESENTATI VE CHENAULT surmsed that is CFAB's opportunity to

take into consideration the applicant's credit worthiness and
ability to repay the | oan.
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MS. KLI NGERT stated her agreenent.
4:31:49 PM

REPRESENTATI VE JOSEPHSON asked whether CFAB has made loans to
smal | er busi nesses, fishing enterprises such as Trident
Seaf oods, |arge m ning conpanies, or |arger corporations.

MS. KLI NGERT answered that CFAB is typically not a place that a
| arge operation such as Trident Seafoods or a large nmne would
seek financing, but in theory CFAB could issue that type of
| oan. However, CFAB's size limts its dealings with |larger
conpani es, which would tend to concentrate the risk in one type
of | oan and not be w se.

VICE CHAIR REINBOLD, after first determ ning no one else w shed
to testify, closed public testinony on HB 121.

4:33:16 PM

REPRESENTATI VE CHENAULT noved to report HB 121 out of committee
with individual recomendations and the acconpanying fiscal
not e. There being no objection, HB 121 was reported from the
House Labor and Commrerce Standing Commttee.

The committee took an at-ease from4:33 p.m to 4:36 p.m

HB 152- PERS TERM NATI ON COSTS

4:36:18 PM

VI CE CHAIR REI NBOLD announced that the final order of business
woul d be HOUSE BILL NO 152, "An Act requiring certain enployers
who termnate participation in the defined benefit retirenent
plan or the defined contribution retirement plan of the Public
Enpl oyees' Retirenent System to make contributions related to
past service liability and pay termination costs; repealing a
requi renent that enployers who termnate participation in the
defined contribution retirement plan or the defined benefit
retirement plan of the Public Enployees' Retirement System pay
for a termnation cost study; and providing for an effective
date."

4:36: 33 PM

JANE PI ERSON, Staff, Representative Steve Thonpson, Al aska State
Legi slature, speaking on behalf of the sponsor of HB 152,
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Representative Thonpson, said the state's termnation studies,
laws, and regulations make it difficult and nore expensive for
muni ci pal enployers to deliver their prograns and services by
requiring an enployer that termnates participation of a
departnment group or other classification of enployee to pay a
series of actuarially-determ ned costs. The municipalities are
wor ki ng toward noderni zing and standardi zing job classifications
and although that may result in fewer job classifications, it

may not necessarily result in fewer enployees. Current | aw
unnecessarily requires termnation studies and costs for such
actions. The nmunicipalities really need the operationa

flexibility to effectively nanage and deliver prograns and
services while continuing to contribute toward paying off their
debts associated with the Public Enployees' Retirenment System
( PERS) . Paying off the unfunded PERS liability is predicated
upon a stable and reasonably growing systemw de salary base
Systemwide salaries for defined contributions and defined
benefits have increased by $325 million or 18.6 percent over the
base salary floor, which was established in 2008 by Senate Bil
125 in the 25th legislature. As a result, contributions for the
unfunded liability have increased at a rate greater than the
actuarially assumed annual growth rate of 4 percent. This bil
would maintain the PERS contribution floor while enployers nust
pay whichever is greater, 22 percent of their current conbined
defined benefit and defined contribution salary base or an
anount based on their total payroll for the period ending June
30, 2008.

4:39:28 PM

M5. PIERSON said HB 152 would replace the requirement for
termnation studies wth forrmula driven partial termnation
cost, as follows: 20 percent flexibility for enployers whose
total payroll is greater than $5, 000,000, which is 93 percent of
enployers in FY 12; 50 percent flexibility for enployers whose
total payroll is between $1-$5 million, which was 6 percent of
enployers in FY 12; and the study would not be applicable for
enpl oyers whose total payroll is less than $1, 000,000, which was
1 percent of enployers in FY 12. Using the data that is readily
avai |l abl e, the anount by which an enployer's term nated sal ari es
are calculated to exceed the 20-50 percent threshold would be
applied to the current past service contribution rate, which is
currently 24.19 percent, and would then be paid annually until
the unfunded PERS liability is paid off.

4:40: 24 PM
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M5. PIERSON provided a brief sectional analysis of the bill.
Section 1 would retain the mninmum requirenent for enployers to
make contributions based on 22 percent of the greater of their
current salary base or the salary base as of 6/30/2008
regardl ess of termnation participation fromthe defined benefit

pl an. Section 2 would place the requirenent for termnation
costs studies perforned by the actuary with term nation costs
determned via formula as follows: partial term nation

threshol ds, based on 20 percent for enployers whose total
payroll is greater than $5,000,000 and 50 percent for enployers

whose total payroll is greater than $1-5 mllion; [term nation
costs] are not applicable for enployers whose total payroll is
under $1 mllion. Section 2 would establish a rolling-tier

period for which costs from partial termnations would be
determned, it use readily available data, and establishes the
formula for determning term nation costs. Thus any term nated
sal ary beyond the threshold of 20-50 percent would be applied to
the current past service contribution rate and be paid annually
until the past service liability is paid in full. The formul a
is sinple and does not require any consultant fee. She
explained it would be an anmount by which an enployer's salary
base exceeds its salary base from two years prior by 20-50
percent, depending on the current salary base level nultiplied
by the past service contribution rate multiplied by the total
years to pay down the total unfunded Iliability. For exanpl e,
$100,000 nmultiplied by 24 wuld equal $24,000 annually
nmultiplied by 30 years woul d equal $720, 000, she said.

4:42:18 PM

M5. PIERSON related that Sections 3, 4, and 5 correlate to
Section 2, but pertain to the defined contribution plan.
Section 6 would repeal |anguage requiring a termnation study
for an enployer that requests termnation from the plan

al together, but such an enployer would still be subject to the
base fl oor. This would also annul the regulation that covers
the calculation of termnation cost studies. Sections 8 and 9

would add applicability retroactively to allow enployers to
di sconti nue any paynents after the effective date of the act in
which an enployer would not have had to pay if a new fornula
were in place after June 30, 2008. The last section, Section
10, woul d add the effective date.

4:43: 07 PM

REPRESENTATI VE JOSEPHSON asked for clarification on the anount
of the fiscal note.
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M5. PI ERSON answered that the fiscal inpact is $6,772,000 for FY
14 and continues to FY 19 in the amount of $7,462,000. She
acknow edged this bill has quite a hefty fiscal note.

4:44: 20 PM

REPRESENTATI VE JOSEPHSON asked whether the fiscal note is
indefinite until the term nated enpl oyees are deceased.

M5. PIERSON answered that it would be indefinite until PERS and
the Teachers Retirenent System (TRS) of $11 billion in unfunded
liability is paid off.

4:44: 53 PM

REPRESENTATI VE JOSEPHSON asked whether this would add to the $11
billion.

M5. PIERSON clarified that it would not add to the $11 billion
but rather would be a shift away from municipalities to the
state.

REPRESENTATI VE JOSEPHSON asked whether sone nunicipalities have
instituted plans to stay on top of these obligations while
ot hers have not.

M5. PIERSON rel ated her understanding that every municipality is
now required to adhere to sane standards, but sone have not been
able to pay their portion of the unfunded liability.

4:45: 38 PM

REPRESENTATI VE JOSEPHSON noted that he filed a bill that would
increase revenue sharing to nunicipalities; however, he
expressed concern. He recalled that in 2008 or 2010 the

| egi slature devised a plan that was curative and supposed to
solve this problem

M5. PIERSON replied that in 2008, the state discovered the

actuarial figures were not accurate. At the time a base rate
was put on all municipalities and termnation studies were
requi red when an enpl oyee is term nated. However, she recalled

a scenario in which the Minicipality of Anchorage (MA)
transferred its weatherization departnment to another [municipal]
agency and al though no enployees were actually term nated, the
MOA still had to pay termi nation costs and studies.
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4:47:15 PM

LUCI NDA MAHONEY, Chief Fiscal Oficer (CFO, Minicipality of
Anchorage (MOA), stated at the tine termnation studies were
i npl enented in 2008, there was a concern that enployers m ght
contract out municipal positions to avoid the 22 percent PERS
cost, thus shrinking the PERS base needed to pay off the
unfunded liability. As Ms. Pierson indicated this has not
happened, she said. In fact, since 2008, on a systemw de
basis, the salaries have increased by $325 million, which is at
a rate which is higher than what the actuary uses in determning
and calculating the unfunded liability. In essence, the fear
that initiated the change in statute in 2008 has not
mat eri al i zed. As the CFO of the largest city in Alaska, it is
inmportant the MOA has flexibility to manage its workforce. For
exanple, the MOA may not receive a state or federal grant, and
if so, may need to lay off enployees when the federal grant is
not received. Additionally, the MO may transfer enployees
within job classifications and a job classification may no
| onger be used, which would also trigger a termnation study;
however, the MOA has been standardizing many of its job
classifications, which may not result in fewer enployees, but
may result in fewer cl assifications. Ther ef or e, t he
af orenentioned could trigger a termnation study and cause the
MOA to unnecessarily pay into the program She asked nenbers to
consider this bill since municipalities, such as the MDA and
very small cities, are being punished for creating efficiencies
to noderni ze t he workf orce.

4:51:12 PM

REPRESENTATI VE JOSEPHSON questioned whether this legislation
woul d be necessary, if the admnistration had not introduced
Adm nistrative Oder (AO 37 in early February.

MS. MAHONEY answered that the bill has no effect on AO 37

REPRESENTATI VE JOSEPHSON questioned whether the MOA would stil
need to cover sonme of the prior PERS if some of the MA
muni ci pal workforce is privatized as the MOA will not have the
sal ary base.

M5. MAHONEY answered that if the MOA were to privatize any
portion of workforce, the bill would ook to the sliding scale
pr oposed. For exanple, the MOA would consider the average two
years' worth of salaries and if the change is greater than 20
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percent, the MJA would pay for that conponent of the PERS
termnation study and would pay the liability until 2030. In
brief, this bill recognizes the goal of nunicipalities to
continue to contribute to help bring down the unfunded
l[tability. However, the MOA has suggested a sharing of the cost
depending on triggers and the size of the community.

4:53: 20 PM
LUKE HOPKINS, Mayor, Fairbanks North Star Borough (FNSB)

offered the FNSB's support for HB 152. He acknow edged that the
unfunded liability needs to be paid off and agrees to fairly

sharing these obligations. However, in considering the PERS
term nation aspect based on the nunber of enployees, the salary
floor is inportant. He pointed out that the salary has
i ncreased about 19 percent and the termnation study, |aw, and
regul ati ons have created uni nt ended consequences, whi ch
adversely inpact nunicipalities with regard to managing their
wor kf or ce. He offered his belief that this bill, wth its

sliding scale, would be a fair and equitable nethod to continue
to pay the FNSB's portion of the debt as it has done each year
He reiterated support for HB 152.

4:54: 57 PM

SALLI E STUVEK, Director, Human Resources, Fairbanks North Star
Borough (FNSB), stated that HB 152 is a positive bill that
addresses serious concerns wth the existing statutes relating
to the triggering of termnation studies. Managenent  of
muni ci pal enployees is dynamc and fluctuates based on service
needs. She said that flexibility is necessary, based on
prograns and services that are offered. For exanple, the FNSB
m ght need to hire additional |ibrarians based on public demand,
but may need fewer lifeguards this year. This type of

flexibility is critical for efficient delivery of services. She
offered her belief that tying the need for a termnation study
to the base salary makes nore sense than tying it to the
classification, departnent, or division. As Ms. Mahoney
testified earlier, the FNSB shares concern about the |ack of
flexibility. She thanked nenbers for consideration of HB 152.

4:56: 14 PM
KATH E WASSERMAN, Executive Director, Alaska Minicipal League
(AML), stated the AML is in support of HB 152. She enphasi zed

the main thing is to get this topic on the table. She rem nded
the commttee that the AML represents all 162 nunicipalities in
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the state who feel the repercussions from this statutory

structure. Accordingly, the biggest outconme is mnunicipalities
cannot nmanage their personnel. For exanple, [term nation costs]
affect small nunicipalities, such that if a nunicipality has
four enployees and the population decreases or finances are
reduced and one person is placed in l|ayoff status, it wll

trigger a termnation study. Under AS 39.35, this neans the
muni ci pality nust pay term nation costs over the long termuntil
the liability is paid off. This could take up to 25 years and
represents a huge expense for a small conmunity. For this
reason, the state needs to find a solution to work with the
muni ci palities to resolve this issue. She acknow edged this nay
not be easy, since the unfunded liability represents an $11
billion shortfall; however, the termnation study provision
adversely inpacts all communities and prevents them from
managi ng their personnel. In fact, some nunicipalities have
decided not to lay off enployees since they can't afford the
out come, which seens backwards. She remarked that it has taken
her many years to get to the point of fully understanding this
issue since it is conplicated.

4:58: 30 PM

REPRESENTATI VE JOSEPHSON understood this bill raises two issues.
First, it raises the issue of the cost of term nation studies
and second, it raises the issue of the even greater cost of
funding vested liability for those enpl oyees not on payroll.

M5. WASSERMAN answer ed yes. In further response, she said the
obligation is not based on the individual, but on the position
that no |onger exists. For example, this first came to the

AM.'s attention when a municipal fire chief position was changed
to an energency nedical services director, but the person was
retained by the nmunicipality, yet the change triggered a
term nation study since the position was dissol ved.

[ HB 152 was hel d over.]

5:00: 21 PM

ADJ OQURNNMENT

There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
5:00 p.m
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