HOUSE FI NANCE COW TTEE
April 6, 2017
1:35 p.m

1: 35: 47 PM

CALL TO ORDER

Co-Chair Foster called the House Finance Commttee neeting
to order at 1:35 p.m

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Representati ve Paul Seaton, Co-Chair
Representative Les Gara, Vice-Chair
Representative Jason G enn
Representative David Guttenberg
Representative Scott Kawasaki
Representative Dan Otiz
Representative Lance Pruitt
Representative Steve Thonpson
Representative Cathy Tilton
Representative Tanm e WI son

VEMBERS ABSENT

None

ALSO PRESENT

Paul Labolle, Staff, Representative Neal Foster; Kevin
Wr | ey, CFO -Division of Reti r ement and Benefits,
Departnent of Admnistration; Kathie Wsserman, Executive
Di rector, Al aska  Muni ci pal League, Anchor age; Laura
Stidol ph, Staff, Representative Adam Wol; Heather Fair,
Chi ef of Ri ght - of - Wy, Depart ment of Transportation;

Representative Scott Kawasaki, Sponsor; Kaci Schroeder,
Assistant Attorney General, Crimnal Division, Departnent
of Law; Representative Zach Fansler, Sponsor; Pal ona

Har bour, Admin Services Director, Departnent of Labor;
Jerry Burnett, Deputy Conm ssioner, Treasury Division,
Departnent of Revenue.

PRESENT VI A TELECONFERENCE
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Jon Korta, Mayor , Cty of Gal ena, Gl ena; Shanda
Huntington, City Mnager/Cerk - Cty of Glena, G@Glena;
Hilary Martin, Legislative Legal, Juneau.

SUMVARY
HB 47 MUNI Cl PAL PERS CONTRI BUTI ONS/ | NTEREST

HB 47 was HEARD and HELD in commttee for further
consi derati on.

HB 127 CRIM CONV. OVERTURNED: RECElI VE PAST PFD
HB 127 was HEARD and HELD in committee for
further consideration.

HB 131 RELOCATI ON ASSI STANCE FOR FED. PRQJ/ PROG

HB 131 was HEARD and HELD in committee for
further consideration.

HB 141 AK WORKFORCE | NVESTMENT BQARD; FUNDS

HB 141 was REPORTED QUT of Conmittee with a "do
Pass" recomendation and with three new fiscal
i nmpact notes from Department of Labor and
Wrkforce Developnment and with two previously
public fiscal notes: FN1 (EED) and FN4 (UA)

Co- Chair Foster reviewed the agenda for the day.

#hb47
HOUSE BI LL NO. 47

"An  Act requiring certain nunicipalities wth a
popul ation that decreased by nore than 25 percent
bet ween 2000 and 2010 that participate in the defined
benefit retirement plan of the Public Enployees’
Retirement System of Alaska to contribute to the
system an anount calculated by applying a rate of 22
percent of the total of all base salaries paid by the
muni ci pality to enployees of the municipality who are
active nenbers of the system during a payroll period,
authorizing the admnistrator of the defined benefit
retirement plan of the Public Enployees' Retirenent
System of Alaska to reduce the rate of interest
payable by certain nunicipalities that are delinquent
in transmtting enployee and enployer contributions to
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the retirenent plan; and providing for an effective
date."

Co-Chair Seaton invited Co-Chair Foster to join his staff
at the table to present his bill.

1: 38: 02 PM

PAUL LABOLLE, STAFF, REPRESENTATIVE NEAL FOSTER, read the
sponsor statenent:

HB 47 seeks to correct an unintended consequence of
the PERS “salary floor” established in SB 125 of the
25t h Legi sl ature.

SB 125 changed the PERS system from a nultiple
enpl oyer plan to a cost share plan. It transferred the
individual liability of the 160 PERS enployers and
consolidated it so that all the enployers share in
that liability.

SB 125 also created what is commonly referred to as
the 2008 salary floor. This requires enployer's
contribute 22% of annual salaries or 22% of FY08
sal ari es, whi chever is greater. The floor was
instituted to ensure that the system could not be
“ganed” by di scouragi ng enployers fromrepl aci ng PERS
enpl oyees wth contract hires to reduce their base
contribution to the system

Sonme nmunicipalities have found thenselves under the
2008 floor through no fault of their own. A large
change in population results in a reduced tax base

which affects the services a city can provide. As that
financial reality drives a city to downsize, current
| aw exacerbates this problem by keeping their PERS
contribution at the 2008 level. This bill targets the
comunities whose popul ation has dropped by nore than
25% si nce the previous census.

HB 47 will address this issue in two ways:

1. Establish a new floor of FY 2012 for comunities
whose popul ation decreased by nore than 25% between
2000 and 2010.

2. Allows the PERS administrator to negotiate penalty
interest rates on delinquent paynents.
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HB 47 does not intend to repeat the “2008 floor”
debate but to correct one  of the unintended
consequences caused by the arbitrary line that debate
creat ed.

| urge your support of this |legislation.

1: 40: 22 PM

Representative WIson asked whether the bill opened the
Public Enployees' Retirenent System (PERS) and Teachers
Retirement System (TRS) to liability issue. M. Labolle
responded that the bill would "slightly add to the unfunded
l[tability," but elimnated "future exposure" because the
gual i fication peri od was during a past census.
Representative WIson deduced that the nunicipalities

contribution would be reduced due to decreased popul ation

but the state remained liable for the retirees, which
represented the initial increase in liability. M. Labolle
responded in the affirmative.

1:41: 25 PM

Representative Otiz asked M. Labolle to provide an
exanpl e of how the legislation wirked. M. Labolle used the
exanple of a fish processing plant that closed in a village
causing sone residents to nove away. He assuned that the
villages 22 percent contribution rate was $150 thousand,
and the 2008 floor was $100 thousand. After the plant
closure, the villages 22 percent of gross salaries dropped
to $80 thousand, but the village was still statutorily
required to pay the $100 thousand floor. He continued that
if the village continued to pay the gross salaries, but was
unable to pay the floor anount, the renminder of the
di fference was considered a delinquent paynment subject to a
statutory 12 percent interest rate that accrued each year
He related that the state and nunicipality did not have
options to mtigate the debt due to statute. The state was
bound by law to charge the 12 percent assessnent and
i ndebted nmunicipalities could not declare bankruptcy or
di ssolve. Representative Otiz surmsed that the bill
"nmoved the floor to a |later date, which would presumably be
a | ess burdensonme floor" when the popul ation decrease was
factored in. M. Labolle responded in the affirmative.

Co-Chair Foster pointed out that the situation M. Labolle
provi ded was hypothetical. He indicated the commttee would
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hear testinony from a real situation in Galena where the
mlitary base cl osed.

1:44: 47 PM

Representative Genn referred to an email from the Division
of Retirements and Benefits {Jim Puckett, Division Director
(copy on file)] listing the communities that between 2000
and 2010 lost 25 percent of their population as; St.
CGeorge, Glena, and Pelican. He asked for confirmation. M.
Laboll e responded that 5 comrunities qualified, but only
the three Representative Genn nentioned were affected. He
noted that Atka was already paying above the floor. 1In
addition, the community of Anderson had zero active PERS
eligible enployees [St. George was al so |isted.]

Representative WIlson wanted to understand the fiscal note.
She reported that the state was required to pay $129
thousand in the FY 2017 Supplenental Budget bill and an
additional $121 thousand in 2018.

Co- Chair Seaton asked M. Worley to cone to the table.

1: 47:17 PM

KEVIN  WORLEY, CH EF FINANCI AL  OFFI CER, DIVISION OF
RETI REMENT AND BENEFI TS, DEPARTMENT OF ADM NI STRATI ON
explained that the figures were estimates from the actuary
based on the reduced floor that shifted the renaining
l[iability to the state. Representative WIson asked whet her
the state was required to deposit the stated anmounts in the
PERS and TRS funds. M. Wrley responded that the figures
woul d be an additional state contribution for PERS only.

Co- Chair Seaton asked whether the fiscal note satisfied the
statutory requirenent that an actuarial analysis was
required. M. Wrley responded in the affirmative.

1:49: 19 PM

Co- Chair Seaton OPENED Public Testinony.

1:49: 35 PM

JON KORTA, MAYOR, aTy OF GALENA, GALENA (via
tel econference), spoke in favor of HB 47. He read from a
prepared statenent:

House Fi nance Conmmittee 5 04/06/17 1:35 P. M



M/ nane is Jon Korta. | am the myor of Galena,

Alaska. | would like to thank the commttee for taking
time today so that | may explain the inportance of
HB47 for communities |like Galena that have seen

significant popul ation decreases in the |ast decade.

As you may know, the Galena Forward QOperating Location
was closed by the United States Air Force. As part of
t he BRAC process, the Galena FOL closure was effective
Cctober 1, 2010, but had been in process for four
years. The Air Force base was the main source of
enpl oyment for Galena residents. Not surprisingly, the
base closure resulted in a reduction of t he
popul ation. In 2000, Galena had 675 residents. 1In
2010, 470 residents, representing a 30% decline.
Gal ena was again struck by hardship in spring of 2013
when ice dammed the Yukon River and inundated the
City, leading to a disaster declaration.

The 2008 “Floor” established by the current |aw exists
to prevent a nmunicipality from gam ng the PERS system
by contracting out work previously perfornmed by
muni ci pal enployees in order to avoid making ongoi ng
contributions to PERS. The «current mninmm PERS
contribution is based on the level of salaries that
existed in 2008. This purpose does not account for
Galena’s situation. It was not intended, nor does it
contenplate, nunicipalities wth sharply declining
popul ations. HB 47 does not change the PERS policy,
but rather recogni zes nuance.

The anmendnent affects only conmmunities that suffered a
m ni mum 25% decline in population between 2000 and
2010, like Galena. To put that in perspective, the 25%
threshold would represent the loss of 75,000 people
from Anchorage or 8,000 people from Juneau. Wiat woul d
happen to Fairbanks if the Borough’s popul ation
declined by 30,000, while at the sane tinme seeing the
cl osure of Eielson and Fort Wainwight? The demand for
muni ci pal admnistrative and public services would
decline sharply; so would the nmunicipality's ability
to provide these services having lost the region’s
econom ¢ driver.

HB 47, which noves the floor year from 2008 to 2012
for the <comunities that experienced these huge
| osses, does not provide a “loophole” allow ng Gal ena
or any other comunity wth a simlar population |oss
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bet ween 2000 and 2010 to “game” the system now or in
the future. The 2008 floor for these communities is
replaced with a 2012 floor. Galena’s budgeted payrol
for FY 2015 is above the 2012 anmount for 17 enpl oyees.

Galena’s circunstances are not a result of any choice
the city made. The base closure and concomtant |oss
of close to 1/3 of the city’'s population was entirely
involuntary. The relationship between a declining

popul ation and declining payroll is clear: fewer
residents = fewer public enployee = Ilower public
payroll. Based on the 2008 floor, Galena is required

to pay an anount owed by a city substantially I|arger
than al ena. Galena’s required PERS contribution
approaches half of the City's entire payroll.

Galena’s FY 2008 salary total was $1,513,365.19 for 36
enpl oyees. Therefore, @Glena’s annual mninmm PERS
contribution is $332,940. In FY 2012 Galena’ s payrol
was $765,776 for 17 enployees. That is the year this
anendnent woul d nove the floor to for cities that saw
a 25% decrease in population between 2000 and 2010
Under the 2008 floor, @Glena’ s annual mninmm PERS
contribution is nearly half of the Gty s entire
payrol | costs.

For Galena, the difference in PERS contributions
bet ween the 2008 “floor” and FY 2012 actual payroll is
$164,000. This difference will continue going forward
creating an ever-increasing obligation. By statute,
any anount unpaid accrues interest at 12% This ever-
increasing obligation adds to an already stressed
situation. The City's financial situation was so
severe in FY 2011 that it required a low interest |oan
t hrough the Al aska Muinicipal Bond Bank to deal with a
severe cash flow crisis that was preventing them from
being able to secure fuel for heat and electricity.
Sinply put, if Galena cannot pay its bills, the lights
go out in Gal ena.

The 2008 Floor is, overall, a sound piece of
| egislation, furthering sound policy, but it does not
account for all situations. It does not account for

cities t hat have suffered massi ve popul ati on
contractions. This amendnent furthers the underlying
policy goals of the regulatory structure: It helps
ensure that municipalities are able to continue
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contributing to PERS, while recognizing that a city
cannot, and should not, have to make the contribution
of a city that has a significantly |arger population.
Recogni zing that Galena is not the same city it was
before the base closed and 30% of its popul ati on noved
away is sinply good policy, policy that helps ensure
that Galena continues to contribute to PERS and that
the Iights stay on.

Recogni zi ng t he reality of sharply decl i ni ng
popul ations is a worthy anendnent and is just plain
fair.

Thank you for your time this norning. | would be happy

to answer any questions you may have.

1: 56: 13 PM

SHANDA HUNTINGTON, CITY MANAGER/ CLERK - CITY OF GALENA,
GALENA (via teleconference), read a prepared statenent:

My nane Shanda Huntington and | am the city mnanager
for Galena, Alaska. Before serving as the city
manager, | served as the city clerk for 6 years. | was
also born in Galena, grew up there, and raised ny
children in Galena. | would like to follow up on Mayor
Korta’s testinobny wth information relating to
Gal ena’ s popul ation decline, the base closure, and the
effects on city payroll and finances.

As Mayor Korta said, the air force base officially
closed in 2010, following a multi-year drawdown. 1In
1990, before base realignnent, Galena s popul ation was
847. (Galena has always been a small city and the base
was the driver of economic activity. According to the
2000 census, the nunber of residents, which does not
include all of the Air Force personnel, was 675. That
nunber had dropped to 470 with the 2010 census. 205
people may not sound like a lot, but it represents a
30% decrease in the city’s resident popul ati on between
the two censuses. 30% of residents noved away, but the
decline in the city’'s economc activity was much
greater. Wthout the base, the decline in demand for
city services was disproportionate to the population
decr ease.
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For FY 2008, the current floor year, Galena s salary
total was $1,513,365.19 for 36 enployees. Therefore,
Gal ena’ s annual m ni num PERS contribution is $332, 940.
In FY 2012, the anended floor year, Glena s payrol

was $765,776 for 17 enpl oyees. Between FY 2008 and FY
2012, Galena’s payroll was cut in half, reflecting the
decrease in population and 1in economc activity.
Galena’s current annual mninmum PERS contribution of
$332,940 is nearly half of the City's FY 2012 tota

payroll costs. Alowing a floor year of 2012 for
cities that experienced a drastic decrease in
popul ati on changes Gal ena’ s annual m ni mum

contribution to $168, 940.

For Galena, the difference in PERS contributions
between the 2008 floor and FY 2012 actual payroll is
$164,000. This difference will continue going forward
creating an ever-increasing obligation. By statute,
any anount unpaid accrues conpounded interest at 12%
This ever-increasing obligation adds to an already
stressed situation. The Cty’'s financial situation was
so severe in FY 2011 that it required a |ow interest
| oan through the Al aska Muinicipal Bond Bank to deal
with a severe cash flow crisis that was preventing us
from being able to secure fuel for heat and
electricity. Sinply put, if Glena can't pay its
bills, the lights go out in Gl ena.

Reasonably adjusting the floor year for severely
i npacted cities does not nean that the cities wll pay
the mninmm anount only. Mdifying the floor vyear
changes @Glena’s mninmum annual contribution from
$332,940 to $168,940; the actual contribution may be
hi gher. For FY 2013, Galena would in fact pay nore
than that anended mninmum For FY 2013, Galena added
one enployee, for a total payroll of $895, 784.53. For
FY 2013, Galena’s contribution would have been above
the 2012 fl oor by approxi mately $30, 000.

HB 47 sinply recognizes that reality of drastic
popul ati on decreases experienced by sone Al aska
cities, using a clearly defined netric: a 25% decrease
i n popul ation according the 2000 and 2010 censuses.

The base closure has been very difficult for Galena
As previously noted, Galena required a |low interest
| oan through the Al aska Muinicipal Bond Bank to secure
fuel for heat and electricity in FY 2011. In the |ast
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several years, Galena s finances have stabilized and
there are even indicators of recovery after the
catastrophic decline. W cannot say what wll happen
to Galena’s population long-term but we believe that
we have turned a corner in terns of population and
finances.

The Cty of Galena is adjusting to a new reality
followng the base closure and loss of 30% of the
popul ation. This legislation is one part of that
adjustnent. | becane city nanager during a difficult
period for the Cty. Qur finances have stabilized
somewhat over the |ast several years. Requiring the
City of Galena to pay to PERS a contribution owed by a
much larger city weakens Glena, and threatens its
ability to provide any contribution to PERS. W are

cautiously optimstic that the Gty wll becone
stronger and even grow over tine. If and when Gl ena
becones the city it was in 2008, the city wll be
required to nake a PERS contribution conmensurate with
that size and payroll, and will do so gladly, but it’'s

not that <city right now and the oversized PERS
contribution inhibits it from becom ng so.

Recognizing the reality of drastically declining
popul ations is a matter of sinple fairness. The
anmendnent recognizes this and ultimately pronotes the
goals of PERS: ensuring that Alaska nunicipalities
continue to contribute their fair share to the system

| would like to thank the commttee for taking tine
today so that | may explain the inportance of this
amendnent for communities |ike Galena that have seen
significant popul ation decreases in the | ast decade.

2: 02: 58 PM

KATH E WASSERMAN, EXECUTI VE D RECTOR, ALASKA MJUNI Cl PAL
LEAGUE, ANCHORAGE, spoke in support of HB 47. She reported
that the |eague had been working on the issue for severa
years. She was the previous nayor of Pelican, Al aska. She
rel ayed an exanple when the local cold storage facility was
purchased by Kake Tribal, subsequently went bankrupt
resulting in the city's 2008 floor dramatically decreasing
due to population |loss. She enphasized that the 12 percent
assessnment was incredibly high. She voiced that in sone
instances nunicipalities fall into a situation where they
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could never get out of the debt. The |eague offered its
full support of HB 47.

2:06:10 PM

Representative Quttenberg wondered about the ability to
collect what a city owed for a liability. He related a
prior conversation with Mchael Lanb, [Interim Executive

Director and Chief Fi nanci al Oficer, Al aska Energy
Aut hority, Department of Commerce, Conmunity and Econom c
Devel opnent] who was "instrunental" in a prior settlenent

agreenent. He relayed that M. Lanb stated a comunity
woul d never be able to pay off its indebtedness to PERS. He
stated that communities were paying through a fornula, but
it was unknown whether the paynents were underpaynents or
over paynments. He asked whether the statenment was accurate.
Ms. Wasserman responded in the affirmative. She spoke of a
historical arbitrary percentage that had been decided
between the |eague and the Senate Finance Conmittee. She
acknow edged that some communities mght be overpaying, and
sonre were |ikely wunderpaying. Representative QCuttenberg
commented that the purpose of the bill was to ensure that
paynents could continue and were made nore affordable. M.
Wassernman explained that the bill did not provide relief
fromthe liability, but sinply noved the floor and adjusted
the interest. The municipality still owed the principal of
t heir past debt.

2:09: 04 PM

Representative Pruitt asked whether M. Wssernman expected
ot her cities comng to the legislature requesting
adjustnents in the future. M. Wisserman replied in the
negative. She explained that wages continued to increase,
and the floor issue will likely resolve itself in the
future. She deened that it would be very difficult to
revert further than 2008 due to inflation. Representative
Pruitt comented that the nunicipalities were asking the
state to take on nore of its burden. He wondered if the
rest of the |eague's nenbership was supportive of the bill.
Ms. Wassernman thought the other nenber comunities were
supportive. However, every nunicipality was waiting for the
state to address the "termination studies and the PERS
floor,"” which were the larger issues. She clained that the
|l egislation was only a tenporary fix for comunities that
were in a desperate situation. She was still working on
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additional legislation to provide a nore permanent fix for
the | arger issues.

2:12:51 PM

Co- Chair Seaton CLOSED Public Testinony.

Co-Chair Foster indicated anendments were due on the
foll ow ng Monday by 5:00 PM

HB 47 was HEARD and HELD in commttee for further
consi derati on.

#hb131
HOUSE BI LL NO. 131

"An  Act relating to relocation assistance for
federally assisted public construction and inprovenent
projects and prograns; and providing for an effective
date."

2:13: 17 PM

LAURA STI DOLPH, STAFF, REPRESENTATI VE ADAM WOOL, read from
a prepared statenent:

In front of you is House Bill 131 “Federal Relocation
Assi stance Prograns/Projects” which will bring Al aska
into conpl i ance Wi th Feder al | aw concer ni ng

rei nbursenent for relocation expenses incurred by
i ndi vidual s or businesses that were displaced due to a
federal | y-funded hi ghway, bri dge, or facilities
project. Alaskans deserve to be fairly conpensated in
these circunstances. HB131 w Il also protect Alaska’s
500+ mllion dollar annual allocation of Federal
H ghway Adm nistration funding by bringing the state
into conpliance.

In 2012, Congress relaxed the eligibility criteria and
i ncreased the nmaxi mum rei nbursenent limts for State’s
rel ocation assistance paynent prograns when they
passed their transportation authorization and funding
bill, the Mving Ahead for Progress in the 21st
Century Act, aka MAP-21. Prior to MAP-21, the paynent
rates had not been changed for 30 years.
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These changes went into effect October 1, 2014.
Unfortunately, Al aska Statute continues to reflect the
nore stringent eligibility criteria and the smaller
maxi mum rei nbursement limts.

During the second half of the 29'" Al aska Legislature,
this inconsistency between state and federal |aw was
nearly fixed. Language simlar to HB 131 was proposed
and passed the House unani nously. It passed through
the Senate State Affairs and Senate Finance. However
the bill was held in Senate Rul es and never cal endared
for a Senate floor vote.

HB 131 assures Alaskans that their Legislature wants
them to be conpensated the sane as a resident of any
ot her state.

Thank you for the opportunity to present this bill on
behal f of the House Transportation Conmm ttee. Heather
Fair, the Departnment of Transportation & Public
Facilities’ Statewde R ght-of-Way Chief, is here to
answer any questions you nmay have.

* Property acqui sition and therefore t he
subsequent  di splacenment of individuals and
relocation of their hones/businesses is the
exception, not the norm Qur engi neers work
hard to design projects in a manner such that
we do not encroach upon private property.

* Rel ocation assi st ance paynent s are
rei mbur senent s for act ual , docunent ed
relocation expenditures. |If a party does not
have the neans to relocate thenselves up front,
there is a hardship programthat will help with
t he cost.

» The new paynent anounts created in federal |aw
are maxi mums;

 The paynents we do nmake are a mx of
approximately 91% federal funding and 9% state
f undi ng.

2:15:42 PM

Representative WIson asked whether the federal governnent
al so conpensated for the |lost property. M. Stidolph
indicated that the bill only dealt with relocation costs.
Representative WIson asked whether the federal governnent
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addressed property |oss under another conponent of the
program Ms. Stidolph deferred to the Departnent of
Transportation and Public Facilities (DOT) for the answer.

2:17: 02 PM

HEATHER FAI R CH EF OF RIGHT- O WY, DEPARTMENT  OF
TRANSPORTATI ON, asked for clarification of the question.
Representative WIson asked whether the federal governnent
had a program that paid fair market value for displaced
property owners. Ms. Fair answered in the affirmative. She
indicated that the federal governnent placed the guidelines
in the "Uniform Act." She noted that MAP-21 updated the
Uniform Act specific to relocation. The departnent net
federal requirenents via state statute to conpensate for
acqui sition of property separate from relocation

Representative WIson asked whether the state was currently
in conpliance with federal acquisition regulations. M.
Fair responded in the affirmative.

2:18: 21 PM

Vice-Chair Gara commented that the cost of the relocation
conpensation was absorbed when the legislature funded
capital projects. He asked whether the higher conpensation
rate warranted an indetermnate fiscal note. M. Fair
replied that the state contributed roughly 9 percent to the
federal governnment's 91 percent contribution on federal
projects. She shared that the departnent tried to mnimze
impacts on Alaskan famlies, businesses, and farns when
designing projects. The departnent had run sone nunbers on
known projects and determned that the state's share
equal ed about $12 thousand.

Representative Pruitt noticed that the fiscal note was
retroactive to 2014. He wondered about the fiscal aspect of
the retroactivity. M. Fair answered that the state's
contribution was less than a "few thousand dollars"” in
retroactive paynents. She was uncertain whether the state
had paid the recipients or if the noney was set aside.
Since the state was currently out of conpliance with NAP-
21, the state was not able to nake the paynents and conply
with state | aw at the sane tine.

Representati ve Otiz wonder ed to what ext ent t he
| egislation renedied a potential problemin the future. He
asked whether a significant anount of people in the past
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had access to relocation benefits. M. Fair responded that
the bill affected | ess than 12 peopl e.

Vice-Chair Gara asked whether the bill increased the nunber
of people eligible for conpensation. M. Fair responded
that the legislation increased eligibility because the
federal governnent “"relaxed" the requirenents. However,
currently the eligibility in Alaska did not increase.

2:22:09 PM

Representative WIlson surmsed that the state would owe
nore noney for the retroactive paynents, even if the anount
was small. M. Fair responded that she was correct.
However, she reiterated that she was uncertain whether the
retroactive paynents were nade because, so few people were
af f ect ed.

Representati ve Kawasaki wanted to challenge the zero fisca
note. He referred to the docunment in the nenbers files
titled "DOT&PF s Proposed Bill for Relocation Assistance
Program Conpl i ance” (copy on file). He nentioned several of
the increases listed in the docunment that included:

| ncreases maxi mum r eest abl i shment expense paynent

from $10, 000 to $25, 000

| ncreases nmaxi num anmount of the fixed paynent for
nonr esi dential noves from $20, 000 to $40, 000

| ncreases nmaxi mum purchase price differential for
honeowners from $22,500 to $31, 000

Represent ati ve Kawasaki thought that the increases "seened
like a lot." He recognized that the state’'s share was
roughly 9 percent but thought the anount could add up for
future projects. He asked her to speak to the potential
cost increases of projects in the future. He thought
recipients woul d request t he hi ghest | evel of
rei nbursenent. M. Fair responded that the reinbursenents
wer e based on actual expenses. She agreed that if a project
DOT was wunable to redesign had high inpacts, it was
possible that the state's 9 percent share could be costly.
She determned that it was inpossible to know regarding
projects that were 3 to 5 years away from construction. She
stressed that the departnment always endeavored to mnimze
i npacts.

2:24: 49 PM
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Co- Chair Foster OPENED Public Testinony.
Co- Chair Foster CLOSED Public Testinony.

Co-Chair Foster requested that anendnents be submtted by
Monday at 5:00 pm

HB 131 was HEARD and HELD in commttee for further
consi derati on.

#hb127
HOUSE BI LL NO. 127

"An Act relating to a permanent fund dividend for an
i ndi vi dual whose convi ction has been vacat ed,
reversed, or di sm ssed,; and relating to t he
calculation of the value of the permanent fund
di vidend by including paynment to individuals eligible
for a permanent fund dividend because of a conviction
t hat has been vacated, reversed, or dismssed."

2:26: 33 PM

Representative WIlson referred to page 1, line 10 and read
the foll ow ng:

.individual's conviction is vacated or reversed, and
(1) the charges on which the conviction was based are
| ater dism ssed; or

(2) the individual is retried and found not guilty.

Representative WIson wondered whether the |anguage neant
that if a conviction had been nerely vacated a person was
not eligible under the bill.

REPRESENTATI VE SCOTT KAWASAKI, SPONSOR, relayed that the
bill was not necessarily introduced to address the
Fai rbanks Four. He voiced that the bill was intended to
addr ess anyone who was wrongful |y convi cted and
incarcerated and was denied the ability to receive a
Per manent Fund Dividend (PFD). He deferred any questions
regarding the Fairbanks Four to the Departnment of Law. He
noted that he had a copy of the agreenent between Attorney
General Craig Richards and the individuals known as the
Fai r banks Four.
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Representative WIson believed that the Fairbanks Four
would not be eligible under the bill. She cited previous
testinmony from the individual nenbers of the Fairbanks Four
who testified in favor of the bill.

2:29: 25 PM

H LARY MARTI N, LEG SLATI VE LEGAL, JUNEAU (via
tel econference), did not know the answer to the question.

Representati ve Wl son repeated the question.

KACI SCHROEDER, ASSI STANT ATTORNEY  GENERAL, CRI M NAL
D VISI O\, DEPARTMENT OF LAW replied that the Fairbanks
Four would fall under the bill because the convictions were
vacated, and the charges were dism ssed. Representative
Wl son asked for verification that all the charges against
the Four were disnmissed. M. Schroeder replied in the
affirmati ve.

Representati ve Thonpson asked about the difference between
overturned, dism ssed, and vacated. M. Schroeder answered
that all the judgenents were vacated in the case of the
Fai rbanks Four. She added that vacated and reversed neant
to annul. The words were used interchangeably.

2:32: 31 PM
Representative Quttenberg pointed to page 1, line 10 after
the word "reversed" in the bill and asked if the comma was

considered an Oxford comma that separated the clauses. M.
Schroeder replied in the affirmative.

Representative Pruitt asked how many people were eligible

under the provisions in the bill. M. Schroeder did not
have the data. She believed the bill sponsor had the exact
nunbers. Representative Pruitt spoke of a previous

situation when the governor had the ability to pardon
peopl e. He wondered whether previously pardoned people had
the ability to <claim their dividend. MVs. Schr oeder
responded that the bill did not include pardons. She
deferred the question to the Departnment of Revenue.

Representati ve Kawasaki relayed the difficulty to obtain
data regarding the issue and that DOL did not track the
i nformation, however, he discovered that the Court System
produced sone data for a simlar bill in the 29th
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| egi slature. He reported that the nunber showed that 19 to
23 individuals between the years 2011 and 2015 were
el i gi bl e.

Representati ve Pruitt bel i eved t hat t he bill was
retroactive to 1982 at the start of the PFD distribution.
He wondered if the sponsor had any idea how many
individuals would be eligible since 1982. He also asked
whet her t he bill provi ded for i nt erest accrual

Representati ve Kawasaki answered that the bill did not
contain a provision applying interest to the retroactive
paynents. He added that DOR would determ ne the value of
the PFD for each year the individual applied for and DOL

would decide eligibility. The bill provided for an
application period of 120 days after the bill was signed
into [|aw Representative Pruitt asked  whet her t he
appropriations would cone out of the Earnings Reserve
Account (ERA) of the Permanent Fund. Representati ve

Kawasaki answered that the noney would be paid from a
specific "Reserve for Prior Year Dividend Liabilities." He
explained that DOR established the reserve account for
ci rcunstances when prior year dividends were owed, which
was why the fiscal note was zero

2:38: 30 PM

Representative Pruitt comrented that prisoners PFDs were
applied to health care costs or victins conpensation and
the funds were already spent. He asked whether any future
"conflicts" mght arise from the issue that the funds were
al ready spent and used noney from the reserve account for
conpensation. Representative Kawasaki thought it was a
policy call. He believed that a person who went to jail and
was wongfully convicted was a victim He contended that
the legislation was for the wongfully convicted.
Representative Pruitt wanted to understand any ancillary
fiscal effects of the bill. He agreed that if a person was
wrongfully convicted their |ife was disrupted. He wanted to
ensure that the reserve fund would be the absolute source
of the reinbursenment funding. Representative Kawasaki
reiterated that the issue was a policy call. He believed
that when a person was placed in jail and wongfully
convicted the state owed the victins sonmething. He pointed
out that the individual was denied the benefit of applying
for the PFD.
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Representative Pruitt requested that DOR answer the
guestion. He merely wanted to understand the fisca
ram fications fromthe bill.

2:41:45 PM

JERRY BURNETT, DEPUTY COWM SSIONER, TREASURY DI VI SI ON,
DEPARTMENT OF REVENUE, responded that in 1982 the
incarcerated population in Alaska could apply for a PFD
until sonmetime in the 1990s so the retroactivity did not go
back that far. He confirnmed that the noney would be paid
for out of the Reserve for Prior Year Dividends, which was
cal cul ated each year on a statistical basis. He thought the
nunmber of people the legislation would affect was "not
significant relative to the anobunt of nobney reserved each
year." He delineated that the reserve funding was used to
pay for situations such as upheld appeals from the Ofice
of Administrative Hearings, Conmssioner's Ofice, or by
the Courts. He reiterated that the bill wuld cover an
"insignificant" nunber of people relative to the total
nunber of appeal s.

Vice-Chair Gara did not see a provision for notifying
soneone who was released from wongful i ncarceration
included in the bill. He thought 120 days was a short
period of time for people who were trying to piece their
lives together after release. He felt that a year was
fairer. Representative Kawasaki replied that the previous
committee engaged in discussion over the time period but
did not want to offer an anmendnent to |engthen the anount
of tinme. He announced that he would honor the will of the
committee. Vice-Chair Gara comented that he wanted the
sponsor to decide whether to offer the amendnent.

Co- Chair Foster asked nenbers to submt their anmendnents by
5:00 pm Monday, 10, 2017.

HB 127 was HEARD and HELD in commttee for further
consi derati on.

#hb141
HOUSE BI LL NO. 141

"An Act relating to allocations of funding for the
Al aska Workforce Investnent Board; and providing for
an effective date."
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2:46:42 PM

REPRESENTATI VE ZACH FANSLER, SPONSOR, rem nded t he
cormittee that the bill was a funding nmechanism for
technical and vocational education prograns set to sunset
on June 30, 2017. He furthered that HB 141 included a five-
year renewal extending it through June 30, 2022. He noted
that during the prior hearing several questions were asked.
He had distributed a nenbo with answers in response to
commttee nenber questions [Meno "House Bill 141 Questions”
(copy on file)].

Representative WIson asked about the constitutionality of
a private school receiving sonme of the funding.

2:49: 53 PM

PALOVA HARBOUR, ADM N SERVICES DI RECTOR, DEPARTMENT OF
LABOR, was not aware of any constitutional restrictions or
violations. She referred to the neno and noted that the
answers listed the federal requirenents regarding use of
the fund and specified that there were no federa

requi renents regarding use of enployee contributions to
unenpl oynent progranms. She rem nded commttee nenbers that
the state requirenents were statutes enacted by the
| egi sl ature. Representative WIson asked whether private
schools were required to neet state standards to qualify
for the funding. M. Harbour was wunable to answer the
guestion but renenbered that the [|ist of eligible
recipients were placed in state statute. Representative
Wl son commented that there were certain restrictions on
uses of general funds for education. She deened that since
t he fundi ng was gener at ed by unenpl oynent f unds,
restrictions regarding type of institution did not apply.
Ms. Harbour responded that the funds becane designated
state general funds.

2:51:46 PM

Vice-Chair Gara asked whether the bill covered the same
training institutions at the sane anmobunts as in years prior
to the sunset. Representative Fansler replied that the sane
10 institutions would receive the sane anmount of funding
they received in prior years. Vice-Chair Gara commented
that the Constitution did stipulate that private funds were
prohibited for wuse for public education. He was not
concerned about any constitutional issues over the funding.
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Co-Chair Foster asked Vice-Chair Gara to review the bill's
fiscal notes.

2:53:17 PM

Vice-Chair Gara reviewed the fiscal notes for HB 141. He
noted the new Departnent of Labor and Workforce Devel opnent
(DLWD) fiscal inmpact note appropriated for Enploynent
Training Services in the anount of $408 thousand in
desi gnated general funds (DGF). He cited the new Depart nent

of Labor and W rkforce Developnent fiscal inpact note
allocated to Wrkforce Developrment in the armount of $4.2
mllion DG-. He reported that another new Departnent of
Labor and Wor kf or ce Devel opnment fiscal not e was

appropriated to the Alaska Vocational Technical Center
(AVTEC) in the amount of $2 nmillion DG-. He turned to the
previously published fiscal notes: FN4 (UA) for the
University of Alaska in the amount of $5.3 nillion DG- and
a previously published fiscal notes: FNL (EED) for the
Depart ment of Education and Early Devel opnent in the anount
of $478 thousand DGF.

2:56: 02 PM

Co-Chair Seaton MOVED to report HB 141 out of Conmttee
wi th individual reconmendations and the acconpanying fiscal
not es.

There being NO OBJECTION, it was so ordered.

HB 141 was REPORTED OUT of Commttee with a "do Pass"”
recommendation and with three new fiscal inpact notes from
Departnment of Labor and Workforce Devel opnent and wth two
previ ously published fiscal notes: FN1 (EED) and FN4 (UA).

Co-Chair Foster reviewed the agenda for the foll ow ng day.

Co-Chair Foster recessed the neeting to a call of the chair
[ Note: the neeting never reconvened].

#
ADJ QURNVENT

2:58:42 PM

The neeting was adjourned at 2:58 p.m
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