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#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 agreenments entered into by the
state; and providing for an effective date."

11: 05: 13 AM

Co-Chair Neuman MOVED to ADOPT the proposed conmttee
substitute for HB 379, Wrk Draft (29-LS1647\E). There
bei ng NO OBJECTIQN, it was so ordered.

11: 06: 00 AM

REPRESENTATI VE CHARI SSE M LLETT, SPONSOR, explained the
changes in the conmttee substitute (CS). She reported that
in Section 10 a progressivity elenent was added. The
enpl oyee received a percentage of the pay increnment based
on the average price per barrel of oil. She listed the
f ol | owi ng:

25 percent of the pay increnent at $60-$69. 99/ bbl .
50 percent of the pay increnment at $70-$79. 99/ bbl .
75 percent of the pay increnent at $80-$89. 99/ bbl .
100 percent of the pay increnent at $900/bbl. or nore

Representative MIlett explained that the title was changed
and the word "reducing" was added to reflect the change. In
addition, the effective date was also changed to July 2,
2016 in order to honor the contracts that had al ready been
negot i at ed.

Vi ce-Chair Saddler asked for clarity about the neaning of
average. He deduced that the applicable price of oil was
the average for the entire year. Representative Mllett
responded in the affirmative.

Co- Chair Neunman spoke to the simlar situation during the
| ast fiscal year; the state was facing huge deficits due to
the falling price of oil and reduced revenue. He noted that
t he discussion focused on ensuring jobs for Al askans as the
departnental budgets were reduced. He wondered whether
securing state jobs was "the thought process behind the
bill."
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Representative MIllett answered in the affirmative. She
referred to Representative Gara's comments from the
previ ous neeting regardi ng enpl oyee norale. She thought the
progressivity aspect of the CS provided "hope and
opportunity” for enployees in increased wages when the
price of oil rose and state revenues increased. She spoke
to the "difficulty" of providing "pay raises" in a
"downturn econony"” and the state’s $4 billion deficit. She
preferred securing state jobs versus paying pay increases.

REPRESENTATI VE CRAI G JOHNSON, SPONSOR, reported that sone
of the revenue generating bills "had zero growh" factored
in. He ascertained that "at zero growh and a 2 percent or
3 percent increase in wages the only option was to reduce
enpl oyees.” He believed that it was not an appropriate tine
to grow governnment and that the bill "fit" wth other
measures that were currently proposed while "preserving
state workers."

Representative MIllett added that the legislation was not
changi ng the geographical pay differentials (geo diff) in
small rural communities or other areas of the state. She
reported that Barrow received a 60 percent geo diff, None
received a geo diff of 50 percent, Juneau's was 5 percent
and Fairbanks received 3 percent. She felt that maintaining
the geographical pay differentials was a "fair way of
savi ng state enpl oyees."

Co- Chair Thonpson nentioned that Representative Pruitt was
i n attendance.

11:11:17 AM

Co- Chair Neuman asked whether the CS affected any of the
contracts that had been approved. Representative Mllett
relayed that the effective date change protected the
contracts that were ratified. She added that any contracts
negotiated after the effective date of the bill were
af f ect ed.

Representati ve Kawasaki asked what the revenue was at $60
per barrel of oil. Co-Chair Thonpson remarked that the
answer depended on the anmount of production.

Representative Johnson answered that the sponsors had not

done cal cul ati ons and was uncertain an accurate fiscal note
was possi bl e.
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Represent ati ve Kawasaki asked why the specific figures were
used in the progressivity provision. He wondered whether
t he nunber s wer e arbitrary. Representati ve Johnson
responded that he wanted to be "sinplistic." Representative
Kawasaki questioned whether the intent was that as state
revenue increased nore noney was available for step
i ncreases. Representati ve Johnson responded in t he
affirmative. He commented that he supported the $95 bbl.
cut off but agreed wth previous concerns raised from
conmittee nmenbers. He referenced the revenue forecast that
projected higher oil revenue in 2022 and wanted to prevent
enpl oyees from feeling that they would never receive a
raise. Representati ve Kawasaki observed t hat state
enpl oyees did not have the ability to affect the price of
oil. He felt enployee performance was not connected to the
price of oil. He asked for comments. Representative Johnson
stated that salaries were not tied to oil but were
connected to revenue. He nentioned that enployees receiving
pay increases in the face of a $4 billion deficit was
"difficult for people in the private sector." He spoke
about the system being flawed and wanted a "true nerit
system"™ Currently, enployees received an automatic pay
raise as long as they did not receive a negative
evaluation. He was in favor of a merit system that only
rewar ded exenpl ary work.

11:16:12 AM

Representative Kawasaki agreed that it was worth re-
examning the nerit system He suggested that if a
| egislator agreed with the premse of the bill that the
state could not afford things like pay increases in an
econom ¢ downturn it should also apply to "other big
payouts like oil tax credits in Cook Inlet."

Co-Chair Thonpson clarified that oil credits was not the
subj ect of the bill.

Representative Gara understood the concept of rewarding
excell ence and endorsed revising the nerit pay system
However, he wanted to focus on the provisions in HB 379. He
referred to the progressivity provision in Section 10. He
asked what per cent age t he pay i ncrenents wer e.
Representative MIllett answered that the pay increnments
were 3.25 percent. Representative Gara clarified that at
$60/bbl. of oil a step increase was approximtely .08
percent as a quarter of 3.25 percent. He concurred that
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$60/ bbl. o0il was not forecasted until 2021 and a price
above $67/bbl. was not forecasted until 2026. He cal cul at ed
that in the absence of cost of l|iving allowances (COLAs)
that were also elinmnated, over the next ten years
enpl oyees would average pay increases far less than 1
percent. He felt that the result affected enployee's
decisions to |leave state enploynent. Representative Ml ett
responded that the state's unenploynent rate "tripled" over
the last year. She did not believe that gaining enploynent
in the private sector was possible. She discussed the
economc crisis and the attenpts to renedy the situation
including instituting taxes that would inpact the econony.
She believed that the state could not afford to provide pay
raises at a tinme the state was cutting services. She spoke
to the difficulty of explaining the situation to her
constituents. She observed the private sector and the
actions it was taking to remain in business.

11: 22: 21 AM

Representative Gara agreed that nerit raises should be
| ooked at in ternms of performance rather than automatic
raises. He maintained that the state would have difficulty
retaining and attracting enployees with less than a 1
percent nerit increase over 8 years. He stated that parts
of the private sector were still providing nmerit increases.
Representative Johnson referred to one enmnil he had
received. The individual took a 50 percent decrease in pay
then recently lost her job altogether. He remarked that the
scenario was currently the "environnent™ in the private
sector. The private sector did not offer automatic pay
increases. He reiterated his desire for a nerit system
based on performance. However, the bill addressed the
"automatic" systemthat was currently in place.

Representative Mllett indicated that the state offered
stability, a "robust" health care plan, a good working
environment, and paid | eave. She believed the bill offered
nore job stability by providing nore noney for enployees
She thought that state enploynent was very desirable and
hi ghly covet ed.

Representative Johnson renm nded the comrittee that future
contract negotiations would deal with other types of pay
increases. He noted however, that the "automatic raises"”
would be "off of the table.” Representative Gara renarked
that differing views on the bill were evident. He
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referenced the Departnment of Adm nistration (DOA) data that
two categories of enployees started at bel ow market wages.
He viewed the bill as a deterrent to attracting and
retai ning professional enployees. He believed that the best
way to solve the issue was to cone together and adopt a
fiscal plan. He voiced that the answer was to raise
revenue.

Co- Chair Thonpson agreed with adopting a fiscal plan but

thought that the bill was also a step in addressing the
deficit.
11: 29: 15 AM

Representative Johnson interjected that part of why people
wor ked for the state was due to the benefit package.

Vi ce-Chair Saddl er remarked that the bill was "conmon sense
legislation.” He appreciated that the bill did not affect
currently negotiated contracts and favored that the bill
was linked to state revenue. He thought that norale would
be worse if a person was unenployed. He referenced the
fiscal note that projected roughly $31 mllion in savings.
He wondered whether the sponsors had any data related to
t he equi val ent amount of state enployees in job reductions.

Co- Chair Thonpson remarked that a revised fiscal note that
addressed the changes in the CS was forthcom ng.

Representative Johnson offered that the average state
sal ary was $66 thousand per year.

Representative WIson asked what the price per barrel was
that the current budget was based on. Representative
Johnson replied that the budget was based on $110.
Representative WIson asked whether entry |evel enployees

could still be pronoted. Representative MIllett responded
in the affirmative and added that the geographic
differential was still intact as well as the possibility

for future union negotiated raises.

Representative WIson asked about the mandatory furlough
days for state enployees. Representative Mllett replied
that mandatory furlough anpbunted to 5 days. Representative
W son asked whether the 5 day furlough was still in effect
with passage of the bill. Representative Johnson answered
in the affirmative. Representative WIson thanked the
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sponsors for offering the legislation. She favored that the
bill was predicated on the price of oil. She asked what
woul d happen if the effective date of the bill was July
1st. Representative Johnson replied that the contracts that
were negotiated but not ratified would be included in the
| egi sl ati on.

Co-Chair Thonpson reported that <currently there were 4
contracts that had been ratified and were funded in the
budget. Other contracts were presently being negotiated and
woul d be affected by the |egislation.

11: 35: 56 AM

Representative Gattis stated that she was "disappointed"
about the timng of the bill’s introduction. She agreed
W th honori ng t he ratified contracts t hat t he

adm nistration negotiated that included reductions. She
referenced emails from state workers asking what pay cuts
the legislature enacted for thenselves. She asked for the
record what the legislature's pay cuts were. Representative
Johnson stated that the House of Representative reduced
staff, mandated furloughs, and reduced office accounts. He
relayed that a board controlled legislator's salaries and
commented that the legislator rebuffed its |last recommended
salary increase. Representative Gattis «clarified that
|l egislators had not received pay raises and either
decreased staff pay or elimnated positions. She stressed
that legislators were leading by exanple and took nany
reductions. She asked whether there had been a study about
whet her state salaries were conpetitive. She advised that
the state perform a wage conparison study. Representative
MIllett spoke to her work experience in DOA and
acknowl edged that job studies were done but was not aware
of any current studies.

11:41: 11 AM

Representative Gattis stated that the job conparison should
not only focus on entry |evel positions but consider higher
| evel positions. She cited emnils she received stating the
belief that higher |evel positions were over conpensated.
She believed that the bill forced an evaluation of the
state's enpl oynent system

Co- Chai r Thonmpson relayed that the | ast time the
| egislators received a pay increase was in 2008 and
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additionally did not receive any nerit pay or step
i ncreases.

Representati ve Minoz asked how many contracts had not been
approved and how many enployees were affected by the bill.
Represent ati ve Johnson did not know t he answer.

Co- Chai r Thonmpson reiterated that 4 contracts were
ratified.

Representative Minoz asked Representative Johnson to
estimate how many enployees would be affected based on
information he had access to. Representative Johnson
responded that approximately 15 thousand enployees were
affected by the bill. Representative Munoz wondered whet her
partially exenpt enployees were included in HB 379.
Representati ve Johnson responded in the affirmative.

Representative Guttenberg worried that the bill treated all
enpl oyees the sane. He offered that the Court System did
not control how many people it had to serve and had al ready
taken significant reductions. He related that state
troopers were notivated to |eave state enpl oynent after the
state invested in their training which was expensive. He
observed that state enployees were unfairly criticized and
many were doing nore with less. He noted that the Permanent
Fund Corporation recently lost a highly paid enployee to
the private sector for triple the salary who had nade the
state "a lot of noney." He believed that people only | ooked
at his salary and not his value as an enployee. He voiced
that deep reductions were already enacted, state enployees
were working harder with less, and that state services were
threatened. He pointed out that the public did not know the
extent of the cuts. He suggested that there were parts of
the econony that renmained unaffected by the state's fisca
situation. He concluded that the |egislation was not equa
across the board. Representative MIllett replied that the
state’s pay was not equitable because there were 14
different bargaining units. She was also hearing about
peopl e leaving state service for jobs in the private sector
but questioned the wvalidity of the hearsay and wanted
accurate data. She thought the governnment conpeted with the
private sector for enployees. She thought renoving nerit
pay was equitable due to the bargaining unit's ability to
negoti ate on behal f of the enpl oyees objectives.
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Co- Chair Thonpson recogni zed the presence of Representative
St ut es.

11:51: 26 AM

Representative Johnson was unsure how to draft |egislation
that singled out any group of enployees without violating
laws. He felt the legislation was the nost equitable way to
address the nerit pay issue. He relayed that the Pernmanent
Fund Corporation was not included in the bill. He pointed
out that trooper retention was always problematic and was
often due to job location. He was unsure that pay was
al ways the guiding principle for retention.

Representative Cuttenberg related that he had worked as a
union menber his entire life. The different bargaining
units were not related to the equity issue he discussed. He
clarified that he was speaking to what happened when al
pay adjustnents were renoved. The <courts had already
tightened their belts considerably and now they were being
asked to tighten them nore. He had seen nany people take
private sector jobs after being trained by the state. He
was referring to the wequity between departnments and
positions and all of the enployees asked to do nore wth
| ess.

11:55:18 AM

Vice-Chair Saddler noted that he had asked about the
concessions made with the bargaining units and discovered
that they anobunted to $6 mllion. He had yet to hear the
total value of the concessions conpared to the tota
payroll. He did not believe the unions had given up nuch
He thought the legislation represented a comobn sense
approach to an "unprecedented" drop in revenue while
preserving state jobs.

Representative Gattis spoke to the geographical difference.
She referenced that the Cold Foot Canp enpl oyees received
37 percent above the base salary and the geo diff was 50
percent in King Cove, Dead Horse, and King Sal non and was
60 percent in Kotzebue. She believed that the differential
"made up the difference."” She conmented that people choose
jobs for many different reasons and pay was not always the
main driver. She thought people needed to know that the
geographical differentials remined and had not been
renoved in the |egislation.

House Fi nance Conmmittee 9 04/ 23/ 16 11: 04 A M



11:59: 07 AM

Representative Gara recognized that the bill was a neasure
to address the budget deficit. However, he disagreed wth
t he sponsors about the bill. He enphasized that the state
enployed <child protective workers, troopers protecting
comunities, and many other workers doing "inportant"” state
work. He asked whether the sponsor felt that the state
woul d be able to retain the "best people" for the types of
jobs he described under the bill. Representative MIllett
voi ced that she wanted to retain as many state workers as
possible with the bill. She restated that the contracts
that had been negotiated in the current year would be held
harm ess. She voiced that the bill did not renove COLAs.
The unions could negotiate a cost of living increase in the
future as well as other pay adjustnents. She could not say
that one state worker was of nore value than another. She
val ued state workers and acknow edged that "people rely on
state governnment." She hoped to stop nerit raises versus
having to lay off nore state enpl oyees. She enphasi zed that
the | egislation saved jobs.

Co- Chair Thonpson asked whether there were further coments
fromthe sponsors.

Representative Johnson thanked the commttee for hearing
the | egislation.

12: 05: 01 PM

Represent ati ve Kawasaki asked whether the sponsors exam ned
Governor Palin's exam nation of salary and wage i ncreases
or the subsequent study in 2009 that reconmended doubling
the salary of |egislators.

GRACE ABBOIT, STAFF, REPRESENTATI VE CHARI SSE M LLETT,
responded that there had been nultiple discussions about
automatic nerit raises but was uncertain about everything
that was considered. Representative Kawasaki renenbered
that nost current legislators were in office when the bil
that created the existing pay system was introduced and
voted for it. He wondered whether Adm nistrative O der 237
that laid out the context for the salary increases was
researched while crafting the bill.

ROBERT ERVI NE, STAFF, REPRESENTATIVE CRAI G JOHNSQON, st ated
that there had been sone discussions raised in his office
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regardi ng Governor Palin's pay increases that had "gone too
far™ and the bill was an attenpt to remedy and propose a
path forward. Representative Kawasaki recounted that in
2007 the state experienced nearly 16 percent enployee
“"turnover." He relayed that the discussion focused on
retention and that training cost roughly one half of the
cost of an annual salary. He referenced the study from 2007
t hat concluded the federal governnent paid 24 percent nore
in COLAs and that the state needed to be nore conpetitive
as an enployer and "could do better." He felt that the bill
di scounted the discussions concerning recruitnment and
retention and that the bill "mght harm recruitnment and
retention"” efforts. M. Abbott agreed about the inportance
of recruitnment and retention and believed the study was

accurate at the tine. She opined that the bill addressed
the present situation and reflected the different
environnent of the state. She thought the bill attenpted to

address what the state coul d afford.

Vice-Chair Saddler asked whether the current fiscal note
that reported a savings of $18 million in FY 17 and $12.6
mllion in FY 18 were applicable to the CS. M. Abbott
answered in the affirnative.

12:10: 08 PM

Representative Gara referred to tw fiscal notes for the
bill. He indicated that he viewed one fiscal note that
reported $18 mllion in savings and $12 mllion in future

years and another that reported $30 mllion in savings. He
wondered which fiscal note applied. M. Abbott stated that
to the best of her know edge the fiscal note was conpounded
and deferred to OVB for the answer.

Co- Chair Thonpson directed Representative Gara to | ook at
t he anal ysis on page 2 of the executive branch fiscal note.

Representative Gara asked for clarification regarding
Sections 2 through 9 of the |egislation.

M. Ervine explained that Sections 2 through Section 9
referred to the $90 progressivity provision applied to the
vari ous state enployees. Section 2 applied AS 39.27.011(h)
and Section 3 repealed the statute as necessary, which
conti nued in the sanme manner t hr ough Section 9.
Representative Gara renmined confused about Sections 2
t hr ough 9.
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Ms. Abbott clarified that the Sections were crafted to
reflect both circunstance where the price of oil was bel ow
$90/ bbl . and when the price rose above $90/bbl.
Representative Gara nentioned that Section 10 was easily
understood. He wondered whether Sections 2 through 9 were
conform ng provisions for Section 10. M. Ervine responded
that Sections 2, 4, 6, and 8 were conformng statutes and
Sections 3, 5, and 7 repealed Sections 2, 4, 6, and 8 when
the price of oil was above $90/ bbl .

12: 15: 26 PM

Representative Edgnon asked whether the intent |anguage in
the bill "conported" wth the progressivity provision in
Section 10. M. Abbott indicated that the intent |anguage
did conport because of the new effective date change.

Representative Edgnon pointed to the sentence on page 1,
line 10 and read:

.oil for sale on the United States Wst Coast for an
entire fiscal year is $90 or nore, ...

Representative Edgnon offered that the |anguage did not
conformto Section 10.

M. Ervine referred to Section 1, line 8 and read:
.pay increnents be fully or partially suspended...

M. Ervine related that the fragnent was the "operative"
conform ng | anguage. Representative Edgnon thought that the
| anguage was not conformng to Section 10. M. Ervine
shared that he held conversations wth Daniel Wyne,
Attorney; Legislative Legal Services (LAA), who confirned
that the | anguage was "appropriate.”

Representative WIson thought that job seekers considered
other factors besides pay. She stated that many businesses
did not offer health insurance and retirenment benefits. She
commented that the legislation posed a difficult decision

She believed that state enployees worked hard and "did a
good job." The decision had nothing to with workers not
performng, but the fact that the state "had to put its
house in order." She recommended readjusting the entire
state enploynent system She thought it was the correct
time to inplement the current |egislation. She cautioned
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the University and "others"” not included in the |egislation
that the legislature would closely examne its contracts.
She wanted to get the state's "house in order" before
asking her constituents for "other revenue." She hoped the

bill passed out of conmttee today in light of the state's
deficit.

12:19: 57 PM

Representati ve Minoz had concerns with the bill because it

was not a universal approach. She agreed that the nerit pay
system should be reexam ned. She thought that perfornmance
was the best way to judge nerit increases. She felt that
the legislation was separating state enployees into two
categories; those that received the pay increnents such as
teachers at M. Edgeconbe Hi gh School and the GCeneral
Governnment Unit and those that did not such as correctional
of ficers and public safety enpl oyees.

Co-Chair Thonmpson nmaintained that each bargaining unit
negotiated on its own behalf and the outconme never created
equi ty anong bargaining units.

Representati ve Gattis favored t he | egi sl ation and
referenced Representative Kawasaki's remarks about the
Pal i n Adm ni stration i npl enenti ng t he nmerit syst em

currently in place. She remnded the committee that under
the Palin Adnministration the price of oil was $140/ bbl. She
reported receiving emails from state enployees who felt
"deval ued” by the legislation and related that no cuts were
easy for legislators. She shared a personal story from a
constituent and thought the bill ensured that everyone was
"pitching in."

Representative Gara agreed that everyone needed to pitch
in. However, "hundreds"” of state jobs were already
elimnated which created a "ripple effect" through the
econony. He observed that state workers already "pitched
in." He thought there were better ways to save $30 million
than elimnating state enployee pay raises. He suggested
that without pay raises the state would | ose good peopl e at
a cost of community safety and child protective services.
He relayed his wife's job experience in the private sector
as an exanple. She received pay freezes occasionally but
only for up to one year and would nost |ikely seek other
enploynment if a pay freeze lasted 10 years. He asserted
that there were better ways to reduce the deficit. He noted
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that over 6000 corporations were exenpt from paying state
corporate taxes. He suggested that closing the |oophole
alone would raise $50 nmillion to $100 million in revenue
according to a 10 year old Departnment of Revenue (DOR)
study. He could not support the legislation and argued t hat
there were "smarter" ways to save noney than to elimnate
merit pay for 10 years. He reported that there were other
fiscal plans that were not being discussed. He agreed wth
t he sponsors regardi ng engaging in discussions on inproving
the nerit system

12: 28: 28 PM

Representative CQuttenberg clarified that when he was
talking about fairness he was not talking about the
different bargaining wunits or classifications of state
enpl oyees. He was talking about the current bill not
recogni zing that some state entities already "tightened its
belt.” He did not believe "in placing nore of the burden
and an wunfair burden" on the shoulders of the state's
enpl oyees and did not believe the bill was adequate to
address the fiscal crisis.

Vi ce-Chair Saddl er commented that norale was a probl em when
a high performng state enployee sees a perceived |ow
perform ng state worker also receive nerit pay. He thought
it was appropriate that in the future the |egislature
rewarded workers via a "true nerit system" The clear
| i nkage between nerit and performance would inprove state
productivity and norale. He referred to a comment nmade by
t he DOA Conm ssioner, Sheldon Fisher's testinony that state
wor ker pay exceeded inflation by 11 percent and rose to 31
percent with the addition of the COLA. He believed the bill
was a "good deal"™ and was "common sense |egislation”
because it preserved jobs and allowed for the reinstatenent
of nmerit pay as revenues inproved.

12:32:17 PM

Representative Kawasaki reported that there had been
several studies in the late 2000's which concluded that the
state was not a very good enployer due to salary and
benefits and that the state could inprove its status as a
conpetitive enployer. He restated the data regarding
turnover in 2006. He elaborated that the cost of training
and turnover were a burden on the state and created
"incredible challenges.” He relayed hearing testinony by
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agencies that reported difficulty in recruitnent and
retention and characterized state enploynent as a "training
ground" for better enploynment in the private sector. He
furthered that Conm ssioner Fisher testified that "overall"
the state's "cash conpensation” was bel ow market value for
prof essi onal and new enployees. He agreed that there were
sonme enployees that earned above narket values due to
longevity and tier status which he opined "should be
appl auded." He remarked that public testinony was heard in
commttee on a previous Friday norning when state enpl oyees
were diligently working. He reported receiving "a lot" of
emails from public enployees. He noted the $12 mllion in
savings reported in the fiscal note. He thought the bill
"brought out" people that "denonized" l|egislators and its
work as well as state enployees and despi sed government. He
believed the situation was a "shanmeful reflection" of the
consequences of actions such as introduction of the HB 379.
He stated that if the legislature continued to "degrade
nerit and |ongevity and continued to "denonize" the state's
public enployees it would be difficult to hire and retain

good workers. He also remarked that the bill linked public
enpl oyee nmerit with the price of oil, which the enployees
had "nothing to do wth." He suggested I|inking other
expenditures to the price of oil. He felt that the deficit

was the legislators "fault"™ and not the fault of state
enpl oyees. He felt "badly that the |egislature was pushing
the bill through.”

Co- Chair Thonpson di scouraged Representative Kawasaki from
speaki ng on behalf of the sponsors. Representative Kawasaki
clarified his remarks and asserted he was relaying his
experience  of the consequences  of introducing the
| egi sl ati on. He believed "folks" were netaphorically
"beating up" public enployees and it was "shanmeful ."

Co-Chair Neuman did not agree with his remarks regarding
beati ng up public enpl oyees.

Representative Kawasaki restated that he had received
emails that were disparaging public enployees and felt that
it was "shanmeful."

12:39: 15 PM
AT EASE

12:41:31 PM
RECONVENED
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Represent ati ve Kawasaki continued that the bill sent a "bad
nmessage” to state enployees at a tinme when the state
depended on their work "nore than ever"™ and that state
workers contributed to mking the state "great." He
strongly opposed the bill.

12:42:22 PM

Representative Edgnon did not think the legislation was ill
founded. He believed that the discussion was appropriate in
l[ight of the state's fiscal situation. He understood the
need for the legislation. He also determned that the
| egislation mght have deep ramfications. He viewed the
di scussion less about nerit pay and nore about the
universal nmerit and enployee conpensation system of the
state. He felt that he was unable to decipher all of the
"moving parts” in a systemwth different tier status, etc.
He noted that the enployees in the crimnal justice system
were already working l|longer hours with |ess support. He
reported observations regarding fiscal inpacts and reported
t esti nmony from Comm ssi oner Fi sher regar di ng t he
departnments absorbing additional personnel costs through
attrition and retired enployees and not addi ti onal
appropriations. He reflected on the overall inpact of the
bill and considered rural state enployees who "never seem
to catch up" in defiance of the geographic differentials.
He nentioned the "double edge sword" that described the
"exponential" effect on rural areas when the price of oil
rose. He viewed the legislation as a major policy change
and thought it needed further consideration and proper
vetting. He did not support the bill that only "touched the
outer edges” of a larger policy and was only quickly
eval uat ed.

12:47:17 PM

Co-Chai r Neuman stated that he Dbelieved that t he
| egi slation was not a pay cut, but rather a pay freeze. He
acknowl edged the hard work of state workers and voiced that
the legislature respected state enployees. He related his
personal work experience. He thought of the bill as a neans
of trying to protect workers rather than |Iying off
enpl oyees. He endorsed regulation reform and believed it
woul d reduce enployee workload by shrinking enforcenent
duti es. He nmaintained that deci sions around budget
reductions were very difficult but necessary in the face of
the fiscal crisis and large deficits. He stressed that the
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| egi sl ature had reduced its budget. He thought about cause
and effect and noted the inportance of paying attention to
effects like state troopers leaving state enploynent. He
viewed the legislation as beneficial but asserted that
adjustnents could be made if the effect was negative. He
coommented that the state's econonmy was "slow ng down." The
| egislature had to deal with the current fiscal crisis and
the |egislation was another difficult decision that was on
t he table.

12: 53: 12 PM

Co- Chair Thonpson asked whet her nmenbers had any anendnents.
Representative Gara noved Conceptual Amendnent 1.
Representative WI son obj ect ed.

Representative Gara expl ained Conceptual Anendnent 1:

He stated that the amendnent was "delete all material" and
requested nore information about the bill and the state’'s
salary system He did not possess an "accurate picture" of
how the system worked. He had "suspicions” that anyone
woul d receive nerit pay wthout working hard. However, he
t hought it was worth |l ooking at how the state handled nerit
pay. He wondered whether the issue interfered with the
rights to collective bargaining. He did not believe that
the bill "gets it right." He explained that the conceptua
amendnent requested nore information and called for a
review in order to construct a fair system The information
was not currently available. He believed the departnent
could undertake a study wthout the anmendnment and felt a
study and nore di scussion was warranted.

Representative Gara W THDREW Conceptual Amendnment 1

12:57:35 PM
AT EASE

12:58: 07 PM
RECONVENED

12: 58: 12 PM
AT EASE

House Fi nance Committee 17 04/ 23/ 16 11: 04 A M



12:59:41 PM
RECONVENED

Co- Chair Neunman explained that he held a discussion wth
the sponsors who agreed wth the second part of
Representative Gara's conceptual anmendnent that requested
further "study to devise a nerit pay system that properly
awar ded performance and recognized the public intent in
effective recruitnment and retention with a study prepared
by Decenber 31, 2016 for the legislature.” He felt that a
study was appropri ate.

1: 00: 42 PM

Co-Chair Neurman offered the amendnment as Concept ual
Amendnent 2.

Representative WIson objected to Conceptual Amendment 2.
She had no problem with requesting a study. However, she
objected to the latter half of the amendnment that requested
to "devise a nerit pay system that properly awarded
performance and recognized the public intent in effective
recruitnent and retention.” She believed the |anguage
contained a "policy call"™ for the legislature to decide.
She Dbelieved that the anmendment as currently witten
authorized DOA to devise the nerit pay system

Co-Chair Neuman agreed wth Representative WIson. He
delineated that his intent was to send a nessage to the
adm ni stration to conduct the study by next year.

Co- Chai r Neuman W THDREW Anmendnent 2.

Vice-Chair Saddler MOED to REPORT CSHB 379 out of
comittee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note(s).

Representati ve Munoz bj ect ed.
Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Saddler, WIlson, Gattis, Neuman, Thonpson
OPPCSED: Edgnon, Gara, CGuttenberg, Kawasaki, Minoz

The MOTI ON PASSED ( 6/ 5).

CSHB 379 was REPORTED out of commttee with a "do not pass”
recommendation and wth a fiscal inpact note by the
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Legislature, a fiscal inmpact note by the Al aska Judicia
System and a fiscal inmpact note by the Executive Branch.

ARECESSED TO THE CALL OF THE CHAIR

#
ADJ OURNIVENT

1: 04: 30 PM

The neeting was adjourned at 1:06 p. m
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