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ACTI ON NARRATI VE
3:18:10 PM

CHAIR KURT COLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:18 p.m Representatives Col ver,
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LeDoux, Tilton, Hughes and O son were present at the call to
order. Representative Josephson arrived as the neeting was in
pr ogr ess.

HB 46- WORKFORCE | NVESTVENT BOARD VETERAN MEMBER

3:18: 36 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 46, "An Act relating to nenbership in the Al aska
Wor kforce | nvest nent Board."

3:18: 50 PM

REPRESENTATI VE DAN SADDLER, Al aska State Legislature, stated
that this bill wll inprove the Al aska Wrkforce Investnent
Board’'s ability to inprove enploynent prospects for an inportant
and growi ng segment of the state’s workforce, by adding a seat
to represent veterans.

REPRESENTATI VE SADDLER read from the foll owi ng sponsor statenent
[original punctuation provided]:

The Al aska Wbrkforce Investnment Board (AWB) is a 25-
menber board charged with hel ping unenpl oyed Al askans
find jobs, and helping current workers upgrade skills
find better jobs. Board nenbers represent business,
i ndustry, education, organized |abor, state governnent
and comruni ty-based service organi zati ons.

However, there is no representation specifically for
veterans, who represent a significant and grow ng
segnment of Al aska s popul ation. Al aska is honme to nore
than 73,000 veterans, and boasts the highest per-
capita veteran population in the nation. Each nonth
about 320 service nenbers separate from service at
Alaska’s three main mlitary facilities: Joint Base
El mendorf Richardson, Eielson Air Force Base, and Ft.
Wai nwri ght .

Polls show 80 percent of these new veterans would | ove
to remain in Alaska, but only 20 percent do. The
inability to find a good job plays a significant part
in the state’s loss of these highly trained, civic-
m nded i ndividuals and their famlies.
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Having a veterans’ seat on the AWB wll help the
board devel op workforce devel opnent policies to neet
this group’s significant needs. It will help provide a
pool of well-trained enployees for Al askan enpl oyers.
And it wll help veterans transition from uniforned
service, close any skills gap, find work and remain in
Al aska as productive citizens. | would appreciate your
support for House Bill 46.

3:20: 58 PM

REPRESENTATI VE HUGHES asked for further clarification on the
definition of veteran in AS 43. 20. 048.

REPRESENTATI VE SADDLER answered that veteran is a person who has
been honorably discharged from the arned forces of the United
States, including the U S. Arny, the US. Navy, the US. Mrine
Corps, the US. Ar Force, the US. Coast @uard, the Al aska
Territorial Guard, the Alaska Arnmy National Guard, the Al aska
Air National Guard, or the Al aska Naval Mlitia.

3:22: 05 PM

CHAI R OLSON opened public testinony on HB 46.

3:22:21 PM

JOSIE WLSON, Training Mnager, CH2M Hill, spoke in support of
HB 46 and a specific role on AWB [Al aska Wrkforce |nvestnent
Board] for a veteran. She stated that her conpany enploys

veterans, noting that 9 percent of its enployees are veterans,
10 percent of its construction enployees are veterans, and 12
percent of Point Thonmson's enpl oyees are veterans. She stated
that CH2M Hill participates in the Hero-to-H red program (H2H)
that provides additional education and support necessary to
transition veterans into the workforce. She offered her belief
that this specific bill will help bridge the gap and CH2M Hi ||
supports it.

3:24:23 PM

GREG CASHEN, Deputy Conm ssi oner, Departnent of Labor &
Wor kf orce Devel opment (DLWD), stated that he oversees the AWB
[ Alaska Workforce Investnent Board] and fornerly served as the
executive director of AWB for five years.

3:24: 59 PM
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REPRESENTATI VE HUGHES stated that the AWB has five public
menbers and approximately 73,000 veterans reside in Alaska. She
asked whether any veterans have served on the board since
approximately 10 percent of Al askans are veterans.

MR. CASHEN offered that the AWB chair is a veteran, but he was
not certain about the other nenbers. He said that the
departnment representative oversees the Enploynent Security
Division which has veteran representatives at its job centers

t hroughout the state. In addition, the departnent has a
statewi de veterans' coordinator. He suggested the departnment
has pretty good representation for veterans' services within the
depart nent. Further, the state job centers give veterans

priority service, such that they go to the front of the line for
services for training and ot her reenpl oynent benefits.

3:26:22 PM

REPRESENTATI VE HUGHES appreciated that information. She al so
appreciated the sponsor was not increasing the size of the
board, but was using one of the slots for public nenbers.

3:26:45 PM

CHAIR OLSON, after first determning no one wi shed to testify,
cl osed public testinmny on HB 46.

3:27: 03 PM

REPRESENTATI VE HUGHES noved to report HB 46 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 46 was reported from the
House Labor and Commrerce Standing Committee

3:27:35 PM

The commttee took an at-ease from3:27 p.m to 3:29 p.m

HB 47- PERS CONTRI BUTI ONS BY MUNI CI PALI TI ES

3:29: 15 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 47, "An Act requiring each nunicipality with a
popul ati on that decreased by nore than 25 percent between 2000
and 2010 that participates in the defined benefit retirenent
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plan of the Public Enployees' Retirenent System of Alaska to
contribute to the system an anount cal cul ated by applying a rate
of 22 percent of the total of all base salaries paid by the
muni cipality to enployees of the nmunicipality who are active
menbers of the system during a payroll period; reducing the rate
of interest payable by a municipality with a population that
decreased by nore than 25 percent between 2000 and 2010 that is
delinquent in transmtting enployee and enployer contributions
to the defined benefit retirenent plan of the Public Enployees'
Retirement System of Al aska; giving retrospective effect to the
substantive provisions of the Act; and providing for an
effective date." [Before the committee was CSHB 47( CRA) ]

3:29: 35 PM

REPRESENTATI VE NEAL FOSTER, Al aska State Legislature, introduced
hi msel f and his staff, Paul LaBolle.

3:29:46 PM

PAUL LABOLLE, Staff, Representative Neal Foster, Alaska State
Legi sl ature, stated that HB 47, Section 1 would reset the 2008
Public Enployees Retirement System (PERS) floor to 2012 for
communities that have lost nore than 25 percent of their
popul ation and are paying less than they would have in fiscal
year (FY) 2008. It specifically excluded Atka, which was the
only conmunity whose popul ati on dropped by nore than 25 percent,
but whose salaries are above the 2008 fl oor. He said that
Section 2 of the bill wuld change the interest rate on
del i nquent paynents from 1.5 tinmes the actuarial assuned rate of
return or 8 percent to sinply the actuarial rate of return or 8
percent for communities that make paynents to the PERS system

under the "2008 floor"™ and not wunder current salaries. He
indicated that if they pay under ~current salaries, the
obligation will be unchanged on delinquent paynents. He said

Section 3 would provide a retroactive clause that goes back to
2009.

3:31: 27 PM

REPRESENTATI VE LEDOUX asked whether the fiscal note was a zero
fiscal note.

MR. LABCOLLE explained that the fiscal note [Retirenment and
Benefits dated 4/3/15] was indetermnate due to the actuarial
loss versus a real loss and an estimate of annual |oss and
assuned rate of returns. He referred to page 2 of the fisca

HOUSE L&C COW TTEE -7- April 6, 2015



note that provides an estimate of the yearly loss. The estimate
starts in fiscal year (FY) 16 at $131,000 and fall each year FY
21, $85, 000. He pointed out that the estimate |eaves out the
bi ggest part of the fiscal note, which is the retroactivity
cl ause. He referred nenbers to page 2 of the letter from the
actuarial, [David H Slishinshy, ASA], which indicates $999, 000
for FY 16, for a total of $1.13 mllion in FY 16. He said that
the remai nder of the years are unchanged since the retroactivity
clause would be closed out by then. In response to
Representative LeDoux he clarified that the FY 21 ongoing cost
i s $85, 000.

3:33:25 PM

REPRESENTATI VE COLVER requested a review sunmary  of t he
actuarial letter.

3:33: 53 PM

M KE BARNHI LL, Policy Analyst, Ofice of the Director, Ofice of
Managenent & Budget (OWB), Ofice of the CGovernor, deferred to
the Chief Financial Oficer for the Division of Retirenment &
Benefits to explain the fiscal note.

3:34: 13 PM

KEVIN WORLEY, Chief Financial Oficer, Central Ofice, D vision
of Retirement & Benefits, Departnent of Adm nistration (DOA),
referred to page 2 of the fiscal note, stating that one |line was
for ongoing and the other for retroactive figures.

3:34:29 PM

MR. WORLEY explained that retroactive represents revenue from
2008-2015 that the PERS retirement system would not have
collected as a result in the change in salary. For exanple, the
department will waive difference between the salaries and the
actual payroll for the Cty of Gal ena.

MR. BARNHILL explained that the way that works is that the
actuarial has already treated them as actuarial |osses for those
years and has built in the losses for those years into the
actuarial rate setting for FY 08, FY 09, FY 10, FY 11, FY 12, FY
13, and FY 14. He characterized it as "water under the bridge"

since it was figured into the unfunded liability so going
forward it's already built into the rate setting the actuary has
done. The state has been paying for that through additiona
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state assistance contributions to the extent that the state had
a net actuarial loss with the sum total of all the actuari al
| osses in a particul ar year.

3:36: 02 PM

REPRESENTATI VE HUGHES asked whether the $999, 000 was the "water
under the bridge."

MR. BARNHI LL answered yes.

REPRESENTATI VE HUGHES recalled that it seened like the City of
Galena's rate of $131,000 had been $150,000 or $160, 000. She
asked for further clarification on why the ongoing figures were
only $131, 000.

MR. BARNHILL referred to Appendix "A" on page 3 of fiscal note
analysis fromthe actuarial, which shows that the Cty of Glena
had gross salaries in FY 08 of $1.5 nmillion and $765,000 for FY
12. He said that the figures represented 22 percent of $1.5

mllion, which was the bill the division sent to the Gty of
Gal ena since FY 08. However, what the Cty of Galena actually
paid was 22 percent of their current payroll, or sonething |ess

than 22 percent of $1.5 million. Wat has happened since FY 08
was that the city's salary base reset to a lower level and it
has been going up each year. Thus in FY 12 the anmount was
$765,000 and in FY 14 it was over $866, 000. The actuary is
predicting that in FY 16-18, the Cty of Galena' s salary base
will continue to creep up and as creeps up to the FY 08 salary
level, it gets smaller each year, which is reflected in the
fiscal note.

3:38:24 PM

REPRESENTATI VE HUGHES asked whether the dim nishnment of revenue
sharing was taken into account in this analysis.

MR. BARNHI LL was not sure he foll owed the question.

3:38: 39 PM

REPRESENTATI VE HUGHES referred to the revenue sharing the state
gives back to local communities, which will be reduced each
year .

MR. BARNHILL related his wunderstanding that she was asking
whet her the actuarial took into account the resources avail able
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to the Cty of Galena for its salary base to continue to go up
m ght be less. He surmsed that the actuarial did not take that
into account, but just |ooked at the trend. He offered to
contact the actuarial and report to the commttee.

3:39: 20 PM

REPRESENTATI VE COLVER asked whether the bill resets the floor to
June 30, 2012 for nunicipalities who decreased by 25 percent in
the last two census reports.

MR. BARNHI LL answered yes.

REPRESENTATI VE COLVER asked how this affects comunities that
are close to that asked whether it would that take care of them

or just the Cty of Gal ena.

MR. BARNHI LL answered these are conmunities inpacted by the

bill. For instance, if a community |oses population in the
future, this bill would not inpact the comunity.
3:40: 29 PM

REPRESENTATI VE CCOLVER related his understanding that this bil
would reset and wite off bad debt that has accrued on the
hi gher payrolls at 22 percent of the inputed payrolls at the FY
2008 | evel. He further understood that ongoing costs are
reflected on page 2 of the fiscal analysis. He asked whet her
the departnment's fiscal note was indetermnate. The fisca
anal ysis shows $131,000 in FY 16 and $122,000 in FY 17.

MR. BARNHI LL answered that sonme actuarial conplexity exists. He
stated that the table on page 2 represents |ost enployer
contributions to the PERS [Public Enployees Retirenent Systeni.
Wen the state doesn't collect the revenue from enployers it
would normally collect, it is treated as an actuarial |oss,
which is added to the existing unfunded liability and anortized
over a 25-year period. For exanple, the $131,000 in FY 16 would
be capitalized as additional unfunded liability, which would be
of fset against all the other actuarial gains and |osses for the
year. The remaining nunber, if positive goes against the prior
unfunded liability, and if negative, it is added to prior
unfunded liability and anortized. Al'l things being equal, if
the actuarial loss to FY 16 was $131, 000, t he amount added to
state assistance - that the state pays on behalf of al

participating enployers wuld be a fraction of $131, 0000,
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probably in the range of $25,000 to $30,000 per year in extra
state assi stance.

3:42: 43 PM

REPRESENTATI VE COLVER asked whether a |arge percentage of the
unfunded liability was due to generous retirement conmtnents a
few years ago that now are showing up as the true cost.

MR. BARNHI LL answered that he could discuss this matter at
| ength; however, he summarized that the causation of the
unfunded liability was a product of investnent |osses that were
not contenpl ated and actual projections that were badly wong.

CHAI R OLSON asked whether those were the nortality tables that
wer e used.

MR. BARNHI LL answered it had nmore to do wth health cost
projections in 1990s calculated 4.5 percent for FY 1999 but the
actual costs for FY 1999 was 20 percent. He acknow edged t hat

the nortality tables will be a big challenge since nedical
science is doing amazing things to cure disease. He expected
that people will |ive |onger. He said that in the npbst current

set of actuarial valuations, the actuarial has recommended sone
addi tional conservative nunbers in terns of nortality, which was
adopted by the Alaska Retirenent Managenent Board |ast year.
Again, as the state noves forward in tinme, the state anticipates
t he actuaries wi | | bring an addi ti onal conservative
recommendations with respect to nortality projections.

3:44: 54 PM

REPRESENTATI VE HUGHES rel ated her understanding that the fisca
note was indetermnate, but the actuarial has provided figures
on the fiscal note. She said the $131, 000 would be anortized so
it would really be $20,000-25,000 cost to the state this year
Further the $1 mllion that has was considered "water under
bridge." She asked whether it was a $150,000 cost to the state.

MR. BARNHI LL said that was very nearly the anpunt. Al'l things
being equal that's what it would be; however the state never
gets an 8 percent investnent return. For exanple in FY 14, the
investment return was over 18 percent, which resulted in a net
actuarial gain. He was unsure what wll happen in FY 16, since
the investnent nmarkets could return nore than 8 percent and that
could offset the actuarial |oss. He suggested that in view ng
the scale of investnent returns, it wll be very easy to w pe
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out $131,000 in actuarial |osses. He predicted that 8.2 percent
could conpletely wipe it out or 8.0105 percent. He cautioned to
take these figure with "a grain of salt."”

3:47:10 PM

CHAIR OLSON, after first determning no one wished to testify,
cl osed public testinony on HB 47.

3:47:37 PM

REPRESENTATI VE COLVER said that if the state was going to expect
communities to be viable, given declining state assistance, that
it was very troubling they would be charged so nmuch when they
had to reduce the budget. He said that sonething has to be
done, that cities need to be viable and continue to operate. He
agreed it was a difficult problem He offered his belief that
this bill seens to be a reasonable solution, noting that the 8.2
percent return would result in no cost to the state.

3:49: 09 PM

REPRESENTATI VE HUGHES conmented that she cringed at thought of
i ncreasing the unfunded liability, but in considering the smnal
anount per year or that if the state has a good year that the
$131, 000 woul d be wi ped out. She said she felt nore confortable
now t hat she better understands the fiscal note.

3:49:45 PM

REPRESENTATI VE LEDOUX suggested that if the |egislature doesn't
do this sonme places may "turn off lights and give the keys
back." She suggested that just as bankers consider the terns of

the loan, and if collecting nmeans driving the borrower into
bankruptcy and the bank gets nothing, this approach probably
makes sense fiscally to the state and the smaller comunities.
3:50: 24 PM

CHAI R OLSON t hanked the sponsor for providing what appears to be
nore accurate information than the conmttee has had in the
past .

3:50: 36 PM
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REPRESENTATI VE HUGHES reiterated that understanding the fisca
note was val uabl e. Further, she offered her belief that this
was the fair and right thing for the communities.

3:51: 08 PM

REPRESENTATI VE HUGHES noved to report the proposed comittee
substitute, CSHB 47(CRA), out of commttee wth individual
recomendati ons and the acconpanying fiscal notes. There being

no objection, CSHB 47(CRA) was reported fromthe House Labor and
Commerce Standing Conmitt ee.

3:51: 30 PM
ADJ OURNMENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
3:51 p.m
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