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Pal mer, Al aska

POSI TI ON STATEMENT: Testified as nomnee to the position of
Chief Admnistrative Law Judge for the Ofice of Admnistrative
Heari ngs.

M KE BARNHI LL, Deputy Director

Depart ment of Adm nistration

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to SB 30.

REPRESENTATI VE TAMM E W LSON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Sponsor of HB 310.

M KE COONS, Regional Director

Citizen Initiatives

Pal ner, Al aska

POSI TI ON STATEMENT: Expressed concerns about the current form of
HB 310.

ACTI ON NARRATI VE

9: 06: 59 AM

CHAIR FRED DYSON called the Senate State Affairs Standing
Commttee neeting to order at 9:06 a.m Present at the call to
order were Senators Gessel, Coghill, Welechowski, and Chair

Dyson.

[ NOTE: The call to order occurred prior to the start of the
recordi ng. ]

HB 217- DR. WALTER SOBOLEFF DAY

CHAI R DYSON announced the consi deration of HB 217.

9:07:51 AM

SASHA | VAN SOBOLEFF, representing hinself, said that as Dr.
Sobol eff's son his task was to polish the cross and clean the
church, oftentinmes while his friends played baseball across the
street. He related that in the summer he would spend time with
his father in Tenakee and one tine John D. Rockefeller and
famly stopped by for a visit. It was clear that the man that he
knew as Dad did many things and touched many lives. At the age
of 20 he was seeking education to better the people he touched.
He concluded that it's an honor to have the opportunity to speak
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in support of setting aside Novenber 14 as Dr. Walter Sobol eff
Day.

9:13:43 AM

WALTER SOBOLEFF JR., representing hinself, said he couldn't add
anything to what his brother, Sasha, said in support of setting
asi de Novenber 14 as Dr. Walter Sobol eff Day.

9:14:19 AM

KI MBERLY STRONG Al aska Native Sisterhood Conmittee Wnan, said
she served at ANB and ANS Grand Canp a nunber of years under the
tutel age of Dr. Soboleff. He perfornmed the nmarriage cerenony for
her nmother and father and led the comunity of K ukwan in
Christianity. He was nore than a Presbyterian mnister; he was a
| eader in Alaska. His heart was very nmuch with the people he
served. She said she had the privilege to visit him in Tenakee
when she was running for public office. He invited her in and
gave her advice, just as he did to her opponent a little later.
He wasn't a person to choose sides; he encouraged everyone to do
the best they could and inprove their community. The hours of
dedi cation he gave to the state are countless. She asked the
commttee to support setting aside Novenber 14 as Dr. Wlter
Sobol ef f Day.

9:18: 36 AM

SUSETTNA KI NG representing herself, said she is originally from
Angoon, Al aska. Her parents were friends with Dr. Soboleff and
his wife, and he always had tinme to talk to the kids. During one
visit he asked if any of the kids wanted to offer the prayer
before dinner. She said a very fast prayer and after dinner Ms.
Sobol eff said it was a good thing she volunteered because
everyone would still be praying if her husband had offered the
prayer. She related a story about telling himshe didn't enter a
Fourth of July race because she had always won in the past. Wen
he asked her what she would have done if soneone had beat her,
she told him she probably would have cone back the next year to
try and beat them He told her it's always good to let others
win so they feel good about thenselves. She didn't understand
that advice until years later.

M5. KING said she last interacted with Dr. Sobol eff when she had
a leadership role at the ANB/ ANS Convention in Ketchikan. They
di scussed what she'd learned and he told her that she was there
for a reason; it wasn't by mstake. In every interaction he nade
peopl e feel better and want to do better, she said.

9: 24: 24 AM
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PAULETTE MARINO  nenber, Alaska Native Sisterhood and past
president of ANS Sitka Canp 4, said that honoring Dr. Sobol eff
sends a nessage to Juneau, Southeast, the nation, and the world.
This recognition will lift a spiritual |eader who has guided
many people on many different paths. Young children and el ders
will see Novenber 14 as a tine to celebrate their conmunion with
their heavenly father, their famlies, their people, and the
human race. I t wi || also provide an opportunity for
introspection, to stand straighter, to nake good decisions, to
be kind, and to challenge oneself intellectually. She concluded
that it's an honor to speak in support of setting aside Novenber
14 as Dr. Walter Sobol eff Day.

CHAIR DYSON rel ated his interactions with Dr. Sobol eff.

SENATOR COGHI LL thanked the famly and the others who offered
encour agi ng testinony.

9:34: 40 AM

SENATOR G ESSEL noved to report HB 217, |abeled 28-LS0932\U,
from commttee wth individual recomendations and attached
fiscal note(s).

CHAIR DYSON announced that, wthout objection, HB 217 is
reported out of the Senate State Affairs Standing Comm ttee.

9: 35: 03 AM
CHAI R DYSON at ease.

CONFI RVATI ON HEARI NGS
Al aska Public Defender Agency
Ofice of Adm nistrative Hearings

9:36:49 AM

CHAIR DYSON announced the next order of business wll be
confirmation hearings. He asked M. Steiner why he wants to
continue to serve as the public defender for the State of
Al aska.

QUI NLAN STEI NER, Appoi ntee, Public Defender Agency, said that
he's the director of the agency and if he's confirnmed this wll
be his third four-year appointnment. His entire |egal career has
been spent working for the Public Defender Agency and in public
service. The work is rewarding; one notivation is working to
ensure the fairness and credibility of the crimmnal justice
system Working on behalf of indigent defendants is conpelling
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and needs to be attended to on a daily basis. He offered to
answer specific questions.

9: 38: 38 AM

CHAIR DYSON said he's enjoyed working with him and if he sees
any barriers in the process that make it difficult to acconplish
his mssion and indigent people from getting justice, the
commttee would Iike to know

SENATOR COGHI LL expressed appreciation for M. Steiner's work.

9:40: 09 AM

CHAIR DYSON asked Ms. Frederick to tell the commttee about
herself and why she wants to serve as Chief Admnistrative Law
Judge.

9:40: 45 AM

KATHLEEN FREDERI CK, Appointee, Chief Admnistrative Law Judge

Ofice of Admnistrative Hearings, said she applied for the
position because it is a good fit wth her background and
experience. She related that she's been an attorney for 30 years
and has handled a wide range of civil matters. She was attracted
to the position because she enjoys the challenge of nastering
new areas of law. She noted that she has also litigated cases
for over 20 years before admnistrative agencies and in state
and federal courts so she's famliar wth the adjudicative
process. On behalf of clients she has drafted and reviewed
| egislation and while she was a commissioner with the Al aska
Public Ofices Commssion (APOC) she becane famliar wth
rewiting statutes. She is famliar with the executive branch
ethics and has experience wth the adjudicative side of
adm ni strative proceedi ngs.

IVS. FREDERI CK said she's had nmanagenent and supervisory
experience and has held various board positions in years past.
There's a nediation conmponent of this position and she's been
involved in nediation for about 15 years, initially as an
attorney. She received a nediation certificate from Pepperdi ne
University and was a contract mnmediator for the Alaska Court
System for three years. She said she's also raised two children
as a single nother and nanaged a busy |aw practice, which neans
she's had to hone her tine-managenent skills. Wth regard to
personal characteristics, she said she's hard working and takes
pride in her work. Finally, she said she is attracted to the
position because it appears to be challenging. It is an honor to
be appoi nted by Governor Parnell.
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9:44: 41 AM

CHAI R DYSON asked her to let him know if she sees things that
are within the commttee's purview that can help the process. He
expressed hope that she'd get satisfaction from the job and go
honme some days knowing that the world's a little better because
she did her job. He thanked her for being wlling to serve.

CHAIR DYSON stated that in accordance with AS 39.05.080 and AS
46.64. 010, the Senate State Affairs Conmttee reviewed the
following and recommends the appointnents be forwarded to a
joint session for consideration. This does not reflect an intent
of the nenbers to vote for or against the confirmation of the
i ndi vi dual during any further sessions.

There was no objection and the names were forwarded.

SB  30- TEACHERS & PUB EMPLOYEE RETI REMENT PLANS

9:46: 00 AM

CHAI R DYSON announced the consideration of [SB 30].

9:46: 15 AM

M KE BARNHI LL, Deput y Comm ssi oner, Depart ment of

Adm nistration, noted that this norning he submtted responses
to questions the commttee had previously. He asked the chair
how he would Iike to proceed.

CHAI R DYSON asked himto reiterate the questions that were asked
and summari ze the answers.

MR. BARNHILL reviewed the followng commttee questions and his
witten answers:

1. What is the long-term expectation of growh in the defined
benefit plans?

A. The Al aska Retirenent Managenent (ARM Board has adopted
t he i nvestnent earnings assunption of 8 percent per year.

1.b. What will the defined benefit plans look like if the
State received an average of 4 percent, 6 percent, and 8
percent return on its investnents?

A. The assunption is that the returns are long-term At
the, The FY2012 actuarial valuations assume an 8 percent
rate of return and show an wunfunded liability of $11.9
billion. That valuation will be updated at the end of Apri
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when the ARM Board considers the FY2013 actuari al
val uations. The expectation is that the unfunded liability

will remain about the sane.

If the assuned rate of return is decreased to 4 percent,
which sonme consider a "riskless rate of return,” the
unfunded liability would imediately double to roughly $24
billion.

If the assuned rate of return is 6 percent, the unfunded
[iability would be about $18 billion

MR. BARNHILL explained that the assunmed rate of return
assunption has the greatest inpact of any of the many actuaria
assunptions that are used to calculate the actuarial valuation
every year

9:49: 54 AM
2. What is the nost current breakdown of costs between
heal thcare and other pension costs for Alaska's retired
publ i c enpl oyees?

A. For both the PERS and TRS retirenent systens, the
pension unfunded liability is 69.4 percent and healthcare
liability is 30.6 percent. The FY2013 conprehensive annua
financial (CAF) report shows that for PERS the pension
benefits were just over $599 nmillion and the health
benefits were just over $370 mllion. For TRS the pension
benefits were just over $380 mnmillion and the health
benefits were just about $121 mllion.

3. Please provide a graph with two trend lines, one being the
snooth rate of return conpared to a trend showng the
fluctuations in Alaska's historic rates of return.

A In the first chart the blue line shows the fairly
volatile rate of return across a period ranging from 1989 -
2014. The red line shows a rolling five-year annualized
return. From the late 1980s through 2000 the returns trend
from 16 percent down to 8 percent. In 2001 the |ine drops
in response to the dotcom collapse and then trends up and
down again for the 2009 recession. Over the |ast couple of
years the five-year return has started back up towards the
assuned rate of 8 percent. The next two charts show PERS
TRS returns versus the S&P 500 over the same tine period

The trend tracks fairly closely, primarily as a result of
t he pension funds' 60-70 percent investnent in equities.
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Page 3 shows the 75 year chart on the S&P 500. The bl ue
line shows the annual return and is the nost volatile. The
green line shows a five-year rolling return and the red
line shows the ten-year rolling rate of return

4. If the investnent rates go down, would the system proposed
in SB 30 provide lower risk for the state than the current
defined contribution plan?

A. The plan may not pencil out fiscally if the return is
| ess than 8 percent.

5. If one tier of the defined benefit plan took a
di sproportionate anmobunt from the retirenent plan, how woul d
this affect the other defined benefit tiers?

A. The unfunded liability is conputed as the cost to each
of the defined benefit tiers. Thus, if PERS Tier | consuned
a disproportionate amount of the resources, the system as a
whole would reflect an unfunded liability. One way this
could happen is if the nortality assunptions proved to be
incorrect and Tier | retirees lived |longer than projected
| f an experience study by the actuary showed that people
were living |onger than expected, there would be an update
to the nortality table and a corresponding unfunded
liability for the systemwould be added to the val uati on.

Wuld the defined contribution tier be affected?

A. No.

6. WII the unfunded liability decrease with nore enpl oyees in
t he systen?
A. The unfunded liability is conmputed with respect to every
enpl oyee so addi ng new enpl oyees will have no inpact. A new
tier of defined benefit enployees may or may not neet or
exceed actuarial assunptions but it won't inpact the
existing unfunded Iliability associated with the current

nmenbers of the plan.

7. What nunber does the admnistration wuse to calculate
i nvest nent returns?

A. Eight percent.
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8. Please provide a graph that shows the effect of SB 30
enpl oyee and enpl oyer contri buti ons.

A. The chart (with yellow bars) is nodeled on the previous
version of the bill, Senate Bill 121. The actuari al
calculations are sonewhat stale and both the nodel and
cal cul ati ons probably warrant updating.

9:57.:56 AM

SENATOR W ELECHOWSKI asked if the bill has a positive or
negative fiscal note when using the actuary and ARM Board
assunption of an 8 percent investment return.

MR. BARNHILL replied the admnistration's fiscal note 1is
indeterminate, primarily because it reflects the inherent
uncertainty in any defined benefit plan. He credited the sponsor
for going to great lengths to elimnate certain types of
uncertainty, particularly with respect to healthcare costs, but
continued to assert that it isn't possible to elimnate risk
with respect to all of the assunptions. He cited the assuned 8
per cent i nvest ment ear ni ngs, nortality assunpti ons, and
inflation as exanpl es.

10: 00: 02 AM

SENATOR W ELECHOWSKI pointed out that fiscal notes are prepared
all the tinme when all the variables aren't known. He cited the
price of oil as an exanple. He asked if the fiscal inpact to the
state is positive or negative, using all the assunptions that
the actuary and the ARM Board used.

MR. BARNHI LL conceded that the actuary letter indicates a short-
term savings over "the first X years" under the assunptions that
go into the bill.

SENATOR W ELECHOWSKI asked how nuch.
MR BARHILL replied it's $68.9 mllion.

CHAIR DYSON asked if there is a discernable difference in
recruitnment and retention of PERS and TRS enpl oyees since the
State adopted the defined contribution plan.

MR. BARNHILL said he would provide the trend data that was
prepared for Senator Gessel and the conmttee could draw its
own conclusions. The State of Alaska hasn't done an enpl oyee
nmovenent report since the end of FY2011 but those numbers didn't
show an increase in enployee termnations subsequent to FY2007
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when the defined contribution plan was adopted. They showed a
smal | decrease in people leaving the state, but that could be
due to the nationw de economc recession. Al aska experienced
fairly high rates of enployee turnover prior to the closing of
the defined benefit plan and he believes that's the nature of
Al aska.

CHAI R DYSON asked if the state has a formal process for | ooking
at trends and analyzing the efficacy of the salary and benefits
progr am

MR. BARNHILL replied there is an informal process where the
State is constantly being asked to evaluate the fairness of its
sal ary schedul es and pension benefits. He segued to highlight
the benefits of the existing PERS Tier 1V defined contribution
pl an. The enpl oyee contributes 8 percent of their inconme into an
account that they control and the PERS enployer contributes 5
percent. There is also the Supplenmental Annuity System (SBS) in
which the enployee contributes 6.13 percent and the enployer
matches that contribution. The conmbined total comes to a
contribution rate of 25.26 percent of an enployee's salary. In a
defined contribution system enployees are expected to stay
enpl oyed for 30-35 years. That's not unreasonable; it's a norna
working career. He submtted that testinony suggesting fewer
years isn't reasonable because it's not possible to build a
sustai nable retirenent plan on a 20-year car eer. Wth
conmpoundi ng, 35-40 years of contributions to a defined
contribution pension plan add up to a secure retirenent.

MR. BARNHI LL described the array of investnent options that the
ARM Board and the Division of Treasury put together as
phenonenal. Under the U S. Departnment of Labor regulations,
defined contribution enployees default into a target date fund
that's based on their age. The funds are professionally managed
and have |ow admnistrative and investnent expenses. For
exanple, the 2040 Target Date Fund charges 0.26 percent, which
is far less than the adm nistrative costs paid to the investnent
managers in the defined benefit plan. An enployee who renains
enpl oyed by the State of Alaska for 30-40 years may build up a
defined contribution of over $1 mllion, assuming an 8 percent
rate of return. Adding in the SBS roughly doubl es that anount.

10: 09: 42 AM
CHAI R DYSON commented that the defined contribution also all ows
portability.

MR. BARNHI LL agreed.
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10: 10: 43 AM

CHAI R DYSON stated he would hold SB 30 in commttee. Although he
didn't believe that the bill would pass this year, he said he
was inpressed with the efforts that were put forth to nake it
happen.

HB 310- U. S. CONSTI TUTI ONAL CONVENTI ON DELEGATES

10: 11: 32 AM
CHAIR DYSON announced the consideration of HB 310. [CSHB
310( STA) AM was before the commttee for the first hearing.]

10: 11: 52 AM
At ease from10:11 a.m to 10:13 a. m

10: 13: 42 AM

REPRESENTATI VE TAMM E W LSON, Al aska State Legislature, Juneau,
Al aska, sponsor of HB 310, introduced the |egislation speaking
to the foll ow ng sponsor statenent:

HB 310 defines the process of delegate selection and
duties of delegates selected to represent the State of
Al aska at a Convention of the States called under
Article V of the Constitution of the United States.
When a Convention of the States is called, the Al aska
State Legislature shall by a joint resolution appoint
del egates, alternate delegates and an observer to the
convention. All delegates wll serve their state
w t hout conpensation. Before the convening of the
Convention of the States, the state legislature wll
provide instructions to del egates, alternate del egates
and observer by joint resolution regarding the topics
to be discussed and voted upon. Each delegate and
alternate delegate wll be sworn in and wll
faithfully discharge all of the duties provided by the
Al aska State Legislature. The legislature can recall
any selected delegates or observer at any tine and
appoint a new delegate, alternate delegate or an
observer by joint resolution. Votes cast by del egates
that are outside of the scope of the provided
instructions by the Alaska State Legislature are
considered ultra vires and void. Delegates who casts
or attenpts to cast non-authorized votes is subject to
i mredi ate replacenent by an alternate delegate and is
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guilty of a class C felony and may be punished as
provided in AS 12.55.

REPRESENTATIVE T. WLSON related that the anmendnment that was
made on the House floor renoved the felony charges for any
del egate who didn't follow the legislature's instructions.
Furt her nor e, there wll be just tw delegates and the
conpensation isn't determ ned.

10: 16: 40 AM
CHAI R DYSON asked whi ch version was before the comittee.

REPRESENTATIVE T. WLSON replied it's version C A She noted
that nost states that intend to send delegates to a convention
of the states have passed a bill to that effect. She posited
that the nobst inportant part is for each legislature to
determ ne whether they want the delegates to talk about all
three topics, offer suggestions, or submt anendnents for the
del egates to consi der.

SENATOR W ELECHOWSKI asked if appointing two delegates is the
st andar d.

REPRESENTATIVE T. WLSON offered that having just two del egates
makes it easier to realize who is following the instructions.
That nunber was inserted by the House State Affairs Conmittee.

SENATOR W ELECHOWBKI questioned | ocking in the nunber.

REPRESENTATIVE T. WLSON said she isn't tied to the nunber, but
there doesn't seemto be a standard. Regardless of the nunber of
del egates, each state gets just one vote, she said.

10: 20: 59 AM

CHAI R DYSON pointed out that in order to get to a convention,
there has to be convergence on the subject. H's understanding is
that the state wouldn't be excluded dependent on the nunber of
del egates it sends.

REPRESENTATI VE T. W LSON agr eed.

CHAI R DYSON commented on the two or three groups in the nation
working on this process and his goal of ensuring that Al aska is
in the queue no matter what happens.

REPRESENTATIVE T. WLSON added that the bill specifies two
del egates and two al t ernates.
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SENATOR W ELECHOWEKI asked if she had any conment on the emai
M ke Coons sent highlighting subsection (d) on page 2, lines 8-
12, that abdicates state sovereignty.

REPRESENTATIVE T. WLSON said that M. Coons indicated that he
would call in today and explain his position if didn't agree
with the language in the bill.

10: 24: 23 AM

M KE COONS, Regional Drector, Citizen Initiatives, Palner,
Al aska, said he supports the intent of HB 310, but the |anguage
on page 2, lines 8-12 abdicates state sovereignty and
potentially makes the convention a deliberative body and opens
the door for large states to make the rules. He al so questioned
the intention of the instructions on page 2, lines 13-17, and
noted that OChio, Mchigan, and Georgia have passed a call for a
convention of the states to propose the single topic of a
bal anced budget anendnent.

He said he has no problem with codifying the crimnal aspect of
a delegate who violates their oath, but this bill is just one
part of the issue. To nmintain the sovereignty of the State of
Al aska, it nmust have a delegate resolution that not only binds
the del egates, but also ensures that under Article 4, Section 4
of the U S. Constitution that there is one state one vote,
| anguage that lays out the rules of the convention in advance

and any pre-approved anendnent. He reported that Citizen
Initiatives is working to be the facilitator to the state
| egislatures as to the resolution and anmendnent so that a
majority of the states have the same |anguage prior to the
convention. He noted that he sent the CGCitizen Initiatives
proposed delegate resolution, which wll ensure a safe,
efficient, and conci se conventi on.

CHAI R DYSON asked if passing the bill in this |egislature would
precl ude addressing his concerns and suggesti ons.

MR. COONS answered that it wouldn't preclude a change in the
future. He added that the Citizen Initiatives resolution would
further define how the convention would be run; if 26 states
pass the same or a simlar delegate resolution they would
control the convention. This would prevent the nore popul ous,
| i beral states from running rough shod over the states with |ess
popul ati on.

CHAI R DYSON cl osed public testinony and solicited a notion.
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10: 29: 33 AM

SENATOR G ESSEL noved to report CS for HB 310(STA) AM | abel ed
28-LS0991\C. A, from commttee wth individual recomendations
and attached fiscal note(s).

10: 29: 49 AM
CHAI R DYSON announced that w thout objection, CSHB 310(STA) AM
is reported fromthe Senate State Affairs Standing Conmtt ee.

10: 29: 54 AM

There being no further business to cone before the commttee,
Chair Dyson adjourned the Senate State Affairs Standing
Comm ttee hearing at 10:29 a.m
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