HOUSE FI NANCE COWM TTEE
April 21, 2016
8:33 a.m

8:33: 09 AM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Commttee
nmeeting to order at 8:33 a.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Represent ati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Quttenberg
Representative Scott Kawasaki
Representative Cathy Minoz
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

None

ALSO PRESENT

Representative Craig Johnson, Sponsor ; Representati ve
Chari sse Mllett, Sponsor ; Rober t Er vi ne, Staff,
Representati ve Craig Johnson; G ace Abbot t, Staff,

Representative Charisse Mllett; Leslie Ridle, Deput y
Comm ssi oner, Departnent of Admnistration; Kate Sheehan,

Director, Division of Personnel and Labor Relations; Jim
Duncan, State Enployee, Association; Jake Metcalf, PSEA
Local 803, Juneau; Curtis Thayer, Al aska Chanber, Juneau;

Vince Beltram, Alaska AFL-CI O Juneau; Representative Dan
Otiz; Representative Louise Stutes.

PRESENT VI A TELECONFERENCE

Kel si  Pulczinski, Self, Anchorage; Elisha Wugh, Self,
Anchorage; M ke Coons, Self, Palnmer; Ryan MKee, Self, Mat-
Su; Kinberly Rudge-Karic, Self, Kasilof; Nathan Lockwood,
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Sel f, Kenai; M chael Jesperson, Sel f, Anchor age; Davi d
Nees, Self, Anchorage; Carl Kancir, Self, Anchorage;
Cryst al Nor man, Sel f, Anchor age; David Boyl e, Sel f,
Anchor age; Jereny Pri ce, Aneri cans for Prosperity,
Anchorage; Delice Calcote, Self, Sutton; Alicia Hughes,
Self, Juneau; Bob Fassino, Self, Wsilla;, Sybille Castro
Self, N kiski; David Landry, Self, Anchorage; M ke WMason,
Self, Anchorage; Daniel Hamm President of AK Republican
Assenbl y, Pal ner.

SUMVARY
HB 379 STATE EMPLOYEE & OFFI CER COVPENSATI ON

HB 379 was HEARD and HELD in committee for
further consideration.

Co- Chair Thonpson rel ayed the agenda for the day.

8:33:49 AM

#hb379
HOUSE BI LL NO. 379

"An Act elimnating pay step increases and pay
increnents for certain state enployees; relating to
col l ective bargaining agreenents entered into by the
state; and providing for an effective date."

8:34:56 AM

REPRESENTATI VE CRAI G JOHNSON, SPONSOR, stated that it was
senseless to appropriate “pay raises” during a fiscal
crisis and hoped that future layoffs could be avoided by
elimnating step increases. He enphasized that pay was not
being cut and the legislation only targeted pay increases
for el i m nation. He believed the action was the
"responsible thing to do." He pointed out that many people
in the private sector were |losing jobs and no one received
automatic raises. He commented that the bill ensured that
future contracts would be negotiated w thout pay increases
and applied to every state worker. He indicated that the
reducti on was not permanent and when the state's econony
recovered nerit increases would be reintegrated into pay
based on the price of oil. He noted "overwhel m ng" public
response for the bill.
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8:37:51 AM

REPRESENTATI VE CHARI SSE M LLETT, SPONSOR, enphasized that
she appreciated state workers and admtted they were the
"backbone workforce for the state of Alaska and kept
government running snoothly." She explained that nerit
increases would be frozen until oil prices increased or
fiscal stability was secured and that the bill was not
removing the statute regarding nerit increases. She
mentioned that this was one of many other solutions that
had been evaluated through the legislative process. She
listed the budgetary options that had been weighed by the
| egislature that included new resource taxes and tax
i ncreases, incone taxes, and restructuring the permanent
fund. She comented that at a tinme when the state was
| ooking at revenue increases the state could not justify
merit increases that were nerely based on an annual date
rather than nerit. She explained that nerit increases were
reinstated when a trigger of $90 per barrel for the price
of oil was reached. She declared that the bill was a
reflection of the "drastic" budget difficulties the state
was facing. She clainmed that the private sector was |ying
off workers and decreasing wages making the state’'s nmerit
increases were hard to explain to her constituents. She
cited Conm ssioner Fisher's [Comm ssioner of the Departnent
of Administration] testinmony reporting that the average
wage for a state worker was $64 thousand per year. She
recounted that in 10 years the state had provided 63
percent increases based on Cost of Living Al lowance (COLA)
and nerit raises. The recent |abor contracts elimnated the
CCOLA but the nerit increases, which were an automatic 3.25
percent to 3.75 percent, increase each year. She thought it
was a “judgenent call” to |ook at the issue. She wanted to
retain her ability to “look her constituents in the eye”
and say “she had done everything she could” before
instituting taxes or restructuring permanent fund reserves.
She agreed with the governor that every option was on the
table and all options should be discussed. She indicated

that the bill only affected contracts going forward and in
the first year the savings were $18 nmllion and up to $30
mllion in the second year. She believed the bill was the

"right thing to do."
Co-Chair Thonmpson indicated that Representative Minoz,

Representative Pruitt, and Representative Gara joined the
nmeet i ng.
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8:43:32 AM

Vice-Chair Saddler wondered whether the constitution
mandated a system of nmerit increases. Representati ve
MIllett responded that the constitution mandated a merit
system but was not specific.

Representative Kawasaki asked why the bill was introduced
as "By t he House Rul es Comm ttee by Request . "
Representative Johnson stated that the nmmjority caucus
requested the legislation. He offered to renobve "hy
request."” Representative Kawasaki asked about the | abor
contracts that have been negotiated in the current year.
Representative Ml lett responded that she wanted to see the
contracts honored and believed they were “negotiated in
good faith” and offered to change the effective date of the
bill to July 2, 2016 to accommpbdate the contracts. Future
contracts would be subject to the bill.

Representative Johnson interjected that currently the bill
woul d i npact the contracts but he also wanted the state to
“keep its word.” He also understood the effective date
woul d have to be changed.

Representative Kawasaki ref erenced an opinion from
Legislative Legal Services addressed to Co-Chair Thonpson
that discussed the constitutionality of the |Ilegislature
"getting involved" in negotiating |abor contracts and coul d

be seen as an "inpairnent of contracts.” He asked the
sponsor to addr ess t he constitutionality of t he
| egi sl ati on. Representative MIlett di sagr eed wth

Legislative Legal's interpretation and thought that the
| egislature had the right to freeze wages witten in
statute and that the nerit systemwould remain in statute.

Representative Johnson thought that the legislature's
ability to either reject or accept a contract was not
interference in contract negotiations.

8:48:12 AM

Represent ati ve Kawasaki referenced Title 43 that dealt with
oil and gas tax credits. He relayed that the statute
authorized the legislature to withhold paynent of oil and
gas taxes going forward due to lack of f undi ng.
Representative MIllett comented that his discussion was
not germane to the bill.
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Representative Gara revealed that he read the entire
hi story of the Alaska Constitution and pointed out that the
merit pay principle existed to ensure the state hired
peopl e based on nerit and not political connections. He was
not sure the Constitution related to merit increases. He
asked whether the intention of the bill was to freeze nerit
raises and step increases until the price of oil was $90
per Dbarrel. Representative MIllett specified the words
"merit rai ses" and answer ed in t he affirmati ve.
Representative Gara requested clarity about what type of
pay was being elimnated.

Representative Johnson replied that the bill included step
increases and nerit pay. He believed that nerit pay
rewarded and enployee for exenplary work. He stated that
currently the state granted the nerit increase to any
enpl oyee unless he received an unsatisfactory evaluation.
Representative Gara questioned whether the intention of HB
379 was to elimnate merit increases and step increases.
Representative MIllett clarified that step increases were
merit increases. Representative Gara asked whether school
district teachers were inpacted by the bill. Representative
Johnson stated that teachers would not be affected.

Representative Gara stated that according to the Departnent
of Revenue (DOR) forecasts the price of oil was not
anticipated to reach $90 per barrel in the next ten years;
therefore, there would be no nerit or step increases. He
wondered how not granting any raises and possibly COLA' s
for ten years would affect enployee norale. Representative
Johnson stated that it was the House Finance Commttee's
bill. He suggested that terns were negotiable and the
sponsors would be receptive to a balanced conprom se. He
remnded the commttee that COLA's were negotiated via
contracts. He restated that the sponsor's did not want to
interfere with contract negotiations and was specifically
targeting nerit increases. He "did not want to |eave any
stone unturned.” He offered that the proposed mning and
fish tax revenues anounted to the pay increases.

8:55:31 AM

Representative Gara stated that the information from the
Department of Adm nistration (DOA) regarding state sal aries
reported below nmarket salaries for professional enployees
and new enployees typically received |ow pay. He spoke to
the negative inpacts of not being able to notivate
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enpl oyees to remain enployed in the state due to |ower
wages and elimnation of pay increases for up to 10 years.
He wondered how the state would be able to mintain a
talented workforce. Representative MIllett responded that
the state had just |ost 65 percent of its incone and shared
his concern. She believed elimnating increases would save
state jobs and cited |abor statistics that the state
recently laid off 37 enployees out of a 24thousand nenber
wor kf orce. She suggested that the private sector oi
conpanies were laying off enployees at higher rates. She
under st ood wor kpl ace noral e but thought that having "a job"
was preferable to unenploynent. She cited the governor's
statenent in regards to the fiscal crisis that everyone
needed to "pull the rope.” She discussed the |ost revenue
due to low oil prices and the devastating effects on the
state's budget that was the factors for drafting the bill.
She enphasized and reiterated that 65 percent of the
state's income was lost. She relayed her constituent's
grievances regarding state enployee  nerit i ncreases.
Representative Gara pointed out that the |legislature failed
to adopt a fiscal plan, which caused the problem He
t hought that the legislation came from a "perspective" of
not taking action on a fiscal plan. He wanted |egislators
to conpromi se and adopt a plan in order to alleviate the
fiscal problem

9:01: 31 AM

Representative WIson asked whether the geographi cal
difference for state salaries was affected by the bill.
Representative MIllett responded in the negative but
t hought that was worth exam ning since the last study was
published 11 years ago. Representative WIson stated that
enpl oyee advancenent wth the resulting wage increases

through contract negotiations were still al | owabl e.
Representative MIllett responded in the affirmative. She
stated that the bill did not prevent an enployee from being

pronoted. Representative WIson asked whether only the
governor could issue a hiring freeze. Representati ve
MIllett responded in the affirmative and noted a hiring
freeze was done through executive order. She was not
certain whether the legislature could legally enact a
hiring freeze. Representative WIson thanked the sponsors
for introducing the legislation. She wanted to clarify that
the bill did not affect recently negotiated contracts.
Representative Johnson stated that the |egislation affected
the contracts that had not been ratified and he wanted to

House Fi nance Conmmittee 6 04/ 21/ 16 8:33 A M



change the effective date of the bill to exenpt recently
negotiated contracts. He restated the inportance of the
state "keeping its word" in honor of enployees and their
service. He thought the legislature had the ability to
freeze enployees wthin its own Dbranch but not the
executive branch.

Co- Chair Thonpson asked whether the nunber of outstanding
negotiated contracts was 4. Representative Johnson was
uncertain but knew t hat the contracts included a
"substantial nunber of enployees.™

9: 06: 06 AM

Representative Gattis asked when the automatic nerit
increases were put into statute. Representative Johnson was
uncertain but did not think the increases existed since
st at ehood.

Representative Gattis voiced that state salaries had been
"tweaked" or adjusted over the years. She contended that
she struggled with the notion of the "legislature keeping
its word." She el aborated that the adm nistration
negotiated the contracts and the legislature ratified the
contracts and surmsed that it was "not our word it's their
word." She relayed from personal experience receiving 50
percent pay cuts when enployed in the private sector and
t hought the ability "to have a job" was nost inportant. She
appreciated the bill.

9:10: 18 AM

Representative Minoz nentioned that the nerit increases
were established in 1960. She wondered whether the nerit
system had ever been suspended before. Representative
Johnson was unsure. Representative Minoz asked whether the
suspension applied to the University or the Permanent Fund
Corporation. Representative Johnson did not believe so.
Representative Minoz referenced testinony stating that 41
positions had been renoved from the budget. She had asked
Comm ssi oner Fisher and he reported nore than 700 enpl oyees
were affected and requested nore accurate data reporting
for the record. Representative Johnson questioned whether
t he nunber included vacant positions cut or actual |ayoffs.

Representative MIllett noted the sensitive nature of the
i ssue. She neant no disrespect to state enployees and was
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| ooking for ways to keep the state workforce whole. She
suggested that the choice was between foregoing a pay raise
or getting furloughed or laid off. She stated that the bill
woul d affect everyone in state enploynent. She reported
that as she examned all of the cuts the state faced
enpl oyee salaries had to be exam ned. The "intent was to
keep the backbone of state workers whole."

Co-Chair Thonmpson voiced that the issue was not only
sensitive but enotional as well.

Representative Johnson referred to a coment nmade by
Representative Gara about a fiscal plan and 1|ikened the
plan to a puzzle. He thought it was necessary to put pieces
of the puzzle together to develop a plan. Adjusting nmerit
increases was only one piece of the puzzle that could
conplete the plan but by itself would not fix the problem
He voiced that $30 mllion in savings was not an
insignificant anmount of noney.

9:16:45 AM

ROBERT ERVI NE, STAFF, REPRESENTATI VE CRAIG  JCOHNSON,
introduced hinself and offered to discuss the sectional
anal ysis (copy on file).

Representati ve Edgnon remar ked on t he governor's
presentation from the previous day regarding spending down
savings in the absence of a fiscal plan. He recognized the
need to have the conversation based on the fiscal crisis.
He also viewed the bill from another aspect which was the
t roubl esome ef f ect on rural conmmuni ti es and t he
difficulties of recruiting and retaining state enployees.
He spoke to generalized statenents regarding considerable
job loss in the private sector in Al aska. He expressed
doubt that job loss was universal and noted areas of the
private sector and federal jobs that were flourishing in
the state. He wondered whether the sponsors researched the
dynam c between recent job losses and gains and if there
was a cause and effect relationship between recruitnment and
retention of enpl oyees.

9:20:12 AM

GRACE ABBOIT, STAFF, REPRESENTATI VE CHARI SSE M LLETT,
agreed with Representative Edgnon's prem se and answered
that the research had not been done. She cited headline
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news and business's press releases indicating the |oss of
jobs. The legislation was an attenpt to be responsive to
the sponsor's observations of a "general tenor" and
“initial econom c outlook” as well as comunication from
constituents and remarked that they had not exam ned
anyone's "bottom line." Representative Edgnon contended
that had not inplied that the sponsors scrutinize every
business’s "bottomline" in the state. H's question was
about the different analysis for different industries. The
econony was nmade up of sectors and macroecononi c anal ysis
and Departnment of Labor (DLWD) information on economc
trends were available. He understood nany jobs were being

elimnated within the oil industry and was |ooking for
anal ysis presenting the "big picture.” He was attenpting to
bal ance t he i nterest bet ween t he difficulties of

recruitnent and retention in rural areas and the econom c
difficulties in the private sector.

9:23: 04 AM

Vice-Chair Saddler wanted to clarify "m sstatenments” that
were made in the press and by commttee nenbers in regards
to Conmi ssioner Fisher's statenments. He contended that
Comm ssi oner Fi sher had reported that entry |evel
"educated" state workers were paid higher than "norma
mar ket wages" but at the higher ranges professionals were
paid less than "market" salaries.” He understood that state
enpl oyees were given 3.5 percent raises each year for their
first 5 vyears of state enploynent subsequently they
received a 3.25 percent nerit increase every two years
unl ess a negative evaluation was issued. He cited previous
testinmony stating that an enployee's nerit increase was
based on an evaluation and she would receive retroactive
conpensation if the satisfactory evaluation was |ate. He
stated that the "two systens resulted in a higher pay than
inflation" and in addition, enployees received COLA s which
counted for inflation. He reported that state "wages were
31 percent higher than inflation" in conbination with the
five year raises, step increases, and COLS s conbined. He

nmentioned that the state's total payroll was $1.2 billion

He asked whether the sponsors calculated "what the $30
mllion fiscal note represented in terns of reduced raises
for the $1.2 billion in total payroll.” M. Ervine deferred

to the adm nistration for the answer.

9:25:19 AM
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Representative Gara understood that Vice-Chair Saddler had
certain points he wanted to nmke, but felt that his own
points were not m sst at ement s and shoul d not be
characterized as such

Co- Chair Thonpson noted that DOA would testify later in the
nmeet i ng.

Vice-Chair Saddler believed that he had the "right to ask
that the words be taken down and verified."

9:26: 03 AM
AT EASE

9:42: 49 AM
RECONVENED

Representative CGuttenberg mentioned that comments had been
made about the private sector. He declared that the private
sectors bottom |line was profit driven and the state's
bottom line delivered services which was a "critical"
endeavor. He exenplified the court system as an entity that
determined the correct level of services and had taken
nmeasures to absorb the reductions. He believed the state
had asked public enployees to do nore with less and that
t he budget reductions over the last few years’ inpacted
enpl oyees, the public sector, cut progranms, and elim nated
positions. He wondered whether the sponsors considered the
"non-econom c" inpacts to the state. M. Ervine thought
that the current bill was trying to address the [|oss of
services by not elimnating jobs.

Ms. Abbott thought that there were non-econom c inpacts
resulting from the legislation such as norale and that
prioritizing the inpacts was a policy call.

Co- Chair Thonpson cautioned against asking staff policy
guestions. Representative Guttenberg agreed and voiced that
he was asking for analysis regarding non-econom c inpacts
and not for a value judgenent of the bill.

9:48: 13 AM

Representative Gara referred to page 5 of the previous
day's Power Poi nt presentation titled: "2016 Labor
Contracts"™ [April 19, 2016] (copy on file). He pointed to
the slide titled: "Cash Conpensation” and read: "Hi gher
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range professional enployees tend to be below narket and
new enpl oyees tend to be below nmarket." He noted that the
statenents related to sal aries and asked for concurrence.

LESLI E RI DLE, DEPUTY COW SSI ONER, DEPARTMENT OF
ADM NI STRATI ON, answered in the affirmative. She el aborated
that the professionals being referred to represented
professions |ike attorneys, doctors, and troopers wth
special training. New enployees tended to be paid bel ow
mar ket but the benefits helped bring their salaries up to
mar ket | evel s.

Representati ve Gara wondered whether the troopers were part
of the high range professional enployees. M. R dle was
uncertain but replied that sone troopers had specia
training and the state was conpeting with |ocal police
departnments wthin and out-of-state. She would need to
research further for an accurate answer.

Co-Chair Neuman referred to the salaries of the deputy
conmi ssioners and noted the $250 thousand sal ary including
benefits for the Deputy Conm ssioner of the Departnent of
Fish and Gane (DFG. He wondered whether the salary was
above or below the standard for deputy comm ssioners. M.
Ridle was not famliar with deputy conm ssioner salaries.
She did not know whether there was an across the board
standard for deputy conmm ssioners.

Co- Chair Neuman asked where it conpared to conpensation in
the private sector. Ms. R dle responded that she had worked
in city and federal jobs and her state conpensation was "on
par" with those salaries. Co-Chair Neuman wanted to nmake
the point that sonme state enpl oyees nmade exceptionally high
wages and that the pay scal e shoul d be reexam ned.

9:53: 33 AM

Representative WIson asked what state enployees were
excluded from the legislation. Ms. R dle stated that the
University and exenpt agencies were not included in the
bill. Representative WIson asked her to list the exenpt
agenci es.

KATE SHEEHAN, DI RECTOR, DI VISION OF PERSONNEL AND LABOR
RELATI ONS, DEPARTMENT OF ADM NI STRATION, relayed that sone
exenpt agencies followed the state pay plan set in statute
through policy and sone had their own pay plan.
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Representative WIlson reiterated her request. M. Sheehan
woul d provide nore information. Representative WIson asked
what happened when a retired person re-entered state
enpl oyment. Ms. Sheehan replied that a person rehired into
a permanent position could receive the sane step placenent
based on "creditable" state service if the individual was
returning to the same position. Representative WIson asked
whet her the person would also receive their retirenent. M.
Sheehan responded that the retired person entering a
permanent position would not receive retirenent and the
sane scenario applied to a non-pernmanent position allowed
the person to collect retirement but not receive a salary
based on creditable state service.

Representative GQuttenberg wondered whether there was a
tangi ble benefit to the state for granting |ower paying
positions pay increases. He voiced that the inference was
that the state was just handing enployees noney. M.
Sheehan  deduced that salary increases helped wth
recrui tnment and retention.

9:57:34 AM

Vi ce-Chair Saddl er asked whether Ms. Ridle would expect to
have nore or fewer applicants for state jobs at a tinme of
hi gher private sector unenploynment. M. Ridle surmsed that
she expected to have nore applicants. Vice-Chair Saddler
asked whether fewer people would apply for state jobs and
nore enployees |leave state jobs if the legislation was
adopted. Ms. Ridle had not analyzed recruitnment in depth
and could not answer the question. Vice-Chair Saddler asked
whet her the division knew of any studies pertaining to
"where pay fits into enployee norale.” M. Ridle renarked
that the state had not done any specific studies on
enpl oyee norale and anecdotally thought that people who
enjoyed their job and felt adequately conpensated tended to
have good norale. Vice-Chair Saddler was |ooking for
scientific evidence that denonstrated a |ink between pay
and enpl oyee noral e.

Representative WIson thought that sone of the questions
should be directed to the conmm ssioner and were policy
guesti ons.

Vi ce-Chair Saddl er asked whet her MVB. Ri dl e felt

"i nadequate” to answer his questions. M. R dle thought
that he was asking specifically for Al askan studies. She
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agreed that there were studies that showed that norale was
af fected by conpensati on and wor ki ng conditions.

Representative Pruitt was curious about exit interviews. He
wondered  whet her state enployees had been surveyed
regardi ng enploynment satisfaction. M. R dle stated that
the state did performexit interviews upon request.

Ms. Sheehan stated that the state did not survey its
enpl oyees but was considering a systemthe City and Borough
of Juneau (CBJ) used to performa simlar enployee study.

10: 02: 16 AM

Representative Kawasaki referred to the previous question
about nerit pay ever being suspended. Ms. Ridle replied
that a simlar wage freeze had not been mandated in the
previous 20 years. Representative Kawasaki noted that the
state personnel act, Title 39 contained the nerit principal
from Article 7, Section 6 of the Alaska constitution. He
wonder ed about the inpact on enployees if DOA abandoned the
merit principle and there was a situation where one
enpl oyee earned nerit pay and the other did not and both
were capped at the sane level of pay. Ms. Ridle clarified
that the nmerit principle related to hiring, granting wage
increases, and firing based on nerit and he was referring
to merit step increases. She further clarified that his
question was whether the state would be in conflict with
the merit principle if merit step increases were not
rewar ded. Representative Kawasaki responded in the
affirmative. Ms. Ridle responded that attorney consultation
was needed to answer the question. Representative Kawasak

hypot hesi zed a situation where two people, hired at the
sane tinme; one person performng well and the other
perform ng poorly but neither received nerit pay. He asked
whether the scenario would affect norale. M. R dle
believed it woul d.

Co-Chair Thonpson asked legislators to stick to questions
regarding the provisions in the bill and not seek opinion.

Representative Gara hypothesized that the state's oi

forecast showing that the price of oil would not rise to
$90 per barrel in 10 years was correct. He recapped that
the amount was the trigger to restate nerit increases. He
asked whether it would be difficult for retention and
recruitment if the state went 10 years w thout paying nerit
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increases. Ms. Ridle thought that it would be difficult to
mai ntain  higher |evel prof essional enployees under a
simlar scenario.

10: 07: 34 AM

Representative Gattis stated she was thinking about raises
in particular. She received a legal opinion and relayed
that "in sone instances prior |egislatures have not funded
salary increases mandated by state collective bargaining
agreenents and such action was upheld by the Al aska Suprene
Court." In addition, the legal opinion noted that in the
past the legislature had not appropriated increases and
that it had not happened since 1985.

Co- Chair Thonpson OPENED public testinony.

10: 09: 07 AM

KELSI PULCZI NSKI, SELF, ANCHORAGE (via teleconference),
supported HB 379. She thought freezing "automatic pay
increases was absolutely reasonable” relative to the
state's current economc situation. She related the
difficult economc conditions in the private sector and its
consequences. She opined that the private sector had "skin
in the gane" through cost cutting nmeasures and |ayoffs and
t hought the sanme should apply to the state’s workforce. She
t hanked the commttee and urged nenber's support for the
bill.

10: 11: 02 AM

ELI SHA WAUGH, SELF, ANCHORAGE (via teleconference), spoke
in favor of HB 379 and believed the bill was a "positive
step” in creating a sustainable budget. He cited Departnent
of Labor estimates that 2,300 oil and gas industry workers
had been laid off in the last 12 nonths. He renarked that
the bill was freezing pay increases and was a "reasonabl e”
measure. He encouraged legislators to make the necessary
t ough deci sions and urged passage of the bill.

10: 12: 30 AM

M KE COONS, SELF, PALMER (via tel econference), supported HB
379. He recommended elimnating the state's unfilled
positions that would save the state an "estimated $7
mllion in savings." He enpathized with state workers and

House Fi nance Committee 14 04/ 21/ 16 8:33 A M



felt they were hard workers but felt that they had to have
"skin in the ganme." He urged the conmttee to elimnate
duplicate executive positions in addition to freezing wage
i ncreases.

10: 14: 17 AM

RYAN MCKEE, SELF, MAT-SU (via teleconference), supported
passage of HB 379. He stated that the private sector had
lost jobs and it was time for the state to nake
adjustnments. He noted that the bill did not cut pay and was
“just a freeze on raises" until the econony recovered. He
believed that it was "absurd®" to "increase taxes on oil
conpanies"” at a tinme of oil industry layoffs in order to
"finance a pay raise for state enployees.” He urged the
commttee to pass the legislation as soon as possible.

10: 15: 34 AM

KI MBERLY RUDGE- KARI C, SELF, KASILOF (via teleconference),
opposed HB 379. She nentioned her experience as a seasona
state enployee since 1978. She felt that passage of the
bill would "renmove an incentive to attract and retain
gualified enployees.” She spoke to her experience as a
seasonal enployee and observed supervisors and seasonal
workers quit for nore lucrative federal and private sector
jobs that offered better opportunities for advancenent. She
spoke to the time investnment in new hire training and the
disruption in projects and |lack of consistency that
resulted from non-retention. She indicated that nerit
increases had greatly inpacted her decision to remain in
her seasonal position. She I|isted sone seasonal state
positions and felt they offered vital services for the
state.

10: 18: 00 AM

NATHAN LOCKWOOD, SELF, KENAI (via teleconference), opposed
the legislation. He reported that he worked for the state
in the Public Defender Agency. He spoke to the issue of
noral e and stated that pay increases nade a huge inpact on
noral e and enpl oynent satisfaction; nuch nore than |ighting
or ventilation. He understood the public's conparison
between the state and private sector and voiced that
"everyone in Alaska was feeling the pain of the budget
crisis." He felt that the bill created a greater divide
between the public and private sector and thought that the
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| egislation "pitted" on against the other. He believed that
the perception that the public sector was "not doing
anything”" in response to the fiscal crisis was a "fallacy."
He related that in his office three attorney positions were
cut and consolidations, cost cutting neasures, and
furl oughs were inposed. He stressed that the Ilegislature
should start generating revenues and solve the problem
rather than solving the fiscal crisis by "passing the hurt
on to public enployees” in order to placate the private
sector. He suggested that efforts should be made to educate
the public about the cost cutting neasures that were
enact ed.

10: 20: 40 AM

M CHAEL JESPERSON, SELF, ANCHORAGE (via teleconference),
supported HB 379. He opined that a 3.5 percent autonatic

"cost of living" pay increase was not a pay cut. He nade
conparisons wth the private sector. He stated that
"turnover" was a common occurrence and that the bill should

not affect retention. He relayed that the Al aska Chanber of
Commerce reported that the state would save $70 million by
elimnating the pay increases and felt that would help
of fset revenue neasures. He urged the conmttee to support
the bill.

10: 22: 08 AM

DAVI D NEES, SELF, ANCHORAGE (via tel econference), supported
HB 379. He spoke to his experience of receiving a 6 year
pay freeze in his job as an educator in the Anchorage
School District. He noted that the freeze "contributed to a
noral e decline but guaranteed"” that jobs stayed intact. He
listed sone nunicipalities that froze pay during the fiscal
crisis in the 1980's. He urged nmenbers to support the bill.

10: 23: 20 AM

CARL KANCI R, SELF, ANCHCORAGE (via teleconference), spoke in
favor of HB 379. He discussed cuts to Social Security
checks and believed that state wages should also be cut.
He referenced testinony that characterized the savings from
the legislation as a "drop in the bucket" but suggested
t hat many drops added up. He thanked the committee for its
tine.

10: 25: 17 AM
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CRYSTAL  NORMAN, SELF, ANCHORAGE (via teleconference),
supported the bill. She had worked as a contractor for
Conocophillips, had received a raise, had it taken away,
and eventually lost her job. She believed that the bill
woul d not affect job retention in a job market full of job
seekers. She supported the legislation in an effort to help
bal ance the budget before "passing taxes on to the private
sector."

10: 26: 39 AM

DAVI D BOYLE, SELF, ANCHORAGE (via tel econference), spoke in
favor of the legislation. He thought that "all Al askans
must sacrifice and share in the pain" during the fiscal
crisis. He did want public sector enployees receiving mnerit
i ncreases when the private sector was lying off enployees
and reducing benefits. He felt that the state's nerit pay
system was broken due to the fact that 95 percent of
enpl oyees received it. He discussed the difficulties the
fiscal crisis inposed on senior citizens. He noted the
salary and benefit package for (Alaska State Enployees
Associ ation (ASEA), the largest public enployee union, and
voiced that he would rather have "fewer enployees standing
in the unenploynment |ine" and get paid |ess. He thanked the
commttee and urged support of HB 379.

10: 29: 00 AM

JEREMY PRICE, AMERICANS FOR PROSPERITY, ANCHORAGE (via
tel econference), expressed strong support for HB 379 and
opined that the bill was long overdue. He expressed his
appreciation of state enployees. However, he did not
support automatic nerit increases and stated that the bil
"would save $70 million to $75 mllion that would not cone
out of taxpayer pockets.” He urged nenbers to support the
bill.

10: 30: 44 AM

DELI CE CALCOTE, SELF, SUTTON (via teleconference), relayed
that she had worked for over 8 years for the Al aska
Comm ssion on Post-Secondary Education in Anchorage and
supported the bill. She discussed her workload and | earned
that she had been replaced by 6 people over the years since
she left. She referenced the conmmssion's current
adm ni strative costs of $15 mllion. She suggested that the
| egislature review the state's corporations and conm Ssions
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and apply the pay freeze to them She urged support for the
bill.

10: 33: 02 AM

JI'M  DUNCAN, EXECUTI VE DI RECTOR, ALASKA STATE EMPLOYEE
ASSCClI ATI ON, shared that he was previously the conm ssioner
of DOA and served as a legislator for 24 years. He stated

that "the way the bill was witten really changed the rules
of the gane after the game was over." He did not believe
the bill was a good piece of l|legislation. He reported that

negotiations were engaged in "good faith" and contracts
were witten this year with no costs at the request of the
| egislature. The contracts took further steps and accepted
addi ti onal reductions in order to <contribute to the
solution for the fiscal crisis. He noted that the contracts
contained a zero cost of living adjustnent for three years,
decrease in enployer health insurance contributions,
mandatory furlough hours, and |anguage that nmanagenent
coul d reduce travel costs. He declared that state enpl oyees
had "stepped to the plate.” He detailed that nerit steps
had been in place since 1960 and had never been frozen.
Merit steps were not a part of nonetary ternms of the
contract and were built into the base budget, and were
funded due to turnover. Under Governor Palin they were
changed to "pay increnents" and were previously known as
"l ongevity steps.” He elucidated that nerit steps and pay
increments were established as a way to retain and recruit
guality enployees. He felt elimnation of both would be a
"maj or step backward for the state.” He strongly opposed
t he | egislation.

M. Duncan interjected that ASEA |ost 400 nenbers over the
| ast year due to layoffs.

10: 36: 55 AM

JAKE METCALF, EXECUTIVE DI RECTOR, PUBLIC SAFETY EMPLOYEE
ASSCClI ATI ON, PSEA LOCAL 803, JUNEAU, reported that PSEA
represented state troopers, court service officers, airport
police and fire fighters, and sone nunicipal ©police
departnents. He strongly agreed with M. Duncan. He stated
that recruitment and retention was a serious issue and that
muni ci pal police departnments were in conpetition with the
state in recruitnment to state troopers. He relayed that
currently the Anchorage Police Departnent was recruiting
for police officers and he heard that 15 to 20 Al aska State
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Troopers were applying due to better pay and no travel
requirenents. He informed the conmittee that the state
invested $300 thousand to train state troopers over the
first five years of state service. He suggested that the
state would becone the training ground for nmunicipal and
other state police forces with passage of the bill. He
believed that nerit pay was a fair way to ensure rewards
for good service and that nost police departnents in the
country offered nerit pay. He revealed that under the PSEA
contract nerit pay was not automatic and issued for "above
aver age" eval uations. He opposed the |egislation.

10: 39: 35 AM

CURTI S THAYER, ALASKA CHAMBER, JUNEAU, spoke in favor of HB
379. He offered that he also was a previous conm ssioner of
DOA. He was aware of the value of state enployees but felt
that it was unfair to grant autonmatic wage increases when
ot her sectors of the econony were "handing out pink slips."
He reviewed a list of reductions the private sector was
engaged in. He thought HB 379 allowed state enployees to
keep their jobs.

10:42: 25 AM

VINCE BELTRAM, ALASKA AFL-CIO JUNEAU, spoke against HB
379. He cited Representative Johnson's statenment that the

bill was sonmething the mgjority caucus was working on all
session. He believed that introducing the bill on the
ninety-first day of session was "an exanple of terrible
public process. " He al so referenced Representative

Johnson's remarks that HB 379 was introduced as a
bargai ning chip for budget negotiations. He thought it was
unconscionable to treat state enployees as "bargaining
chips." He conpared the legislation's "$18 mllion" in
savings to the "$775 mllion" in oil tax credits issued in
FY 17. He pointed out that he was previously the executive
director of the largest apprenticeship program in the
state, and I|ikened the process of journeyman apprentice
advancenent to a full wage over 5 years to public
enpl oyees. He viewed step increases as a "progression” to
full wage. He comrented that step and nerit increases were
cost neutral as new enployees replaced retired enployees
and absence of them "stifled incentives for performance."
He quoted DOLWD statistics reporting the loss of 1,800 jobs
since COctober, 2014 and that the state lost 1,400 jobs over
the sanme tine period wth the possible loss of 1000 nore
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jobs. He noted that 20 percent to 30 percent of oil and gas
workers lived out-of-state and did not contribute to the
Al askan econony. He furthered that "it boggled his mnd
that the "State Chanber of Comrerce" supported a bill that
cut the wages of the people that patronized chanber
menber's businesses. He urged the conmttee to oppose the
bill.

10: 44: 55 AM

ALI C A HUGHES, SELF, JUNEAU (via teleconference), strongly
opposed HB 379. She remnded the comrittee that state
workers were also part of the l|egislature's constituency.
She believed that a "small state tax" would generate
revenues and ensured that the "public and private" sectors
woul d share the burden. She spoke to her experience as a
state enployee and valued her ability to serve the state.
She relayed that she had gone to the negotiation neeting

with the unions. She had encouraged the contract
negotiating commttee to share in the burden. She felt that
the bill was a divisive nove and a "betrayal"” and that

state workers "did their part" by taking furlough days,
cutting enployer health contributions, and accepted a zero
COLA. She suggested generating nore revenue rather than
keeping the state "anchored to oil" and inposing the
current legislation. She felt that the bill "targeted"
state enpl oyees. She opposed the |egislation.

10: 47: 49 AM

BOB FASSINO SELF, WASILLA (via teleconference), opposed
the legislation. He did not think the |egislation was "well
t hought out" and done at the last mnute. He spoke to the
necessity of nerit increases for public safety, correction
officers, and public enployee retention. He supported
raising revenue through taxes, oil tax reform and
restructuring the Permanent Fund Di vi dend.

10: 48: 53 AM

SYBI LLE CASTRO, SELF, NI KISKI (via teleconference), opposed
HB 379. She shared that she was a fornmer police officer and
believed that public safety and correctional officers
deserved regular nerit increases. She related that she was
the nmother of a handicapped adult and spoke to the
reduction in social services in her comunity. She
commented that she was already feeling the pain from budget
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cuts and that "the elderly and the needy" were suffering
the nost from budget cuts. She felt that everyone in the
state should stick together through the fiscal crisis. She
offered that firefighters, police officers, and troopers
were inportant positions. She suggested reducing the anount
of the merit increases but not elimnating them conpletely.

10: 50: 47 AM

DAVI D LANDRY, SELF, ANCHORAGE (via teleconference), spoke
against HB 379. He reported that he was a construction
contractor in the private sector. He referenced the
sponsors and ot her testifier's frequent statenents
regarding state workers having "skin in the gane." He felt
that state workers would have skin in the game" just Iike
everyone else" when taxes were inposed. He remarked that
state workers reaped rewards or suffered consequences from
what ever condition the econonmy was in. He thought the bil
was "a side show' and it was "laughable" to say that the
bill would help save state jobs. He thought the problem
could be solved with passage of +the governor's fiscal
reform plan. He urged conmttee nenbers to vote agai nst HB
379.

10: 52: 40 AM

DANI EL HAMM  PRESI DENT OF ALASKAN REPUBLI CAN ASSEMBLY,
PALMER (via tel econference), spoke in favor of the bill. He
stated that the public sector realized that "you don't
rai se labor costs during a deficit." He supported the bil
because every possi bl e budget reduction should be enact ed.

10: 53: 25 AM

M KE MASON, SELF, ANCHORAGE (via teleconference), spoke
against HB 379. He relayed his work experience as a nanager

of a multimllion dollar Al askan business and 1|ifelong
Al askan. He called the neasure "ludicrous" and stated that
the bill "did nothing to resolve the very serious and dire

econonmi ¢ circunstance" the majority in the |egislature had
pl aced the state in through "short-sighted® actions. He did
not think the bill would fix what he considered a
"structural budget problent and would "degrade" state
services. He urged instituting an incone tax that would
"offset a PFD grab." He opined that "draconian cuts" would
not fix the problem but that raising revenue and supporting
t he governor's fiscal plan woul d.
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10: 55: 29 AM

Co- Chair Neuman CLOSED public testinony.

Co-Chair Thonpson indicated that he was setting the bill
aside. He told conmttee nenbers that anmendnents were due
by 5:00 PM on Fri day.

HB 379 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT

10: 56: 05 AM

The neeting was adjourned at 10:56 a.m
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