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SENATE BI LL NO. 26

“"An Act relating to the Al aska Pernmanent Fund Corporation, the
earnings of the Al aska permanent fund, and the earnings reserve
account; relating to the nental health trust fund; relating to
deposits into the dividend fund; relating to the calculation of
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date."

- HEARD & HELD
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BILL: SB 26
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PENN R. PFI FFNER, Chai r nan

Taxpayer's Bill of R ghts (TABOR) Conmittee
Lakewood, Col orado

PCSI TI ON STATEMENT: Testified in support of SJIR 2.

BARRY POULSON, Eneritus Professor of Econom cs
Uni versity of Col orado
Boul der, Col orado

POSI TI ON STATEMENT: Testified in support of SIJR 2 with added

provi si ons.

MATTHEW M TCHELL, Senior Research Fell ow
Mercatus Center at George Mason University
Arlington, Virginia

POSI TI ON STATEMENT: Testified in support of SIJR 2 and provided

suggestions on fiscal policies.

CHRI STA MCDONALD, St af f

Senat or M ke Dunl eavy

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Reviewed the CS for SB 48.

PAT HOLMES, representing self
Kodi ak, Al aska
PCSI TI ON STATEMENT: Testified in support of SB 48.

BRANDY JOHNSON, representing self and famly
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified in support SB 48.

DAVI D PRUHS, City Council Menber
Cty of Fairbanks, Al aska
PCOSI TI ON STATEMENT: Testified in support of SB 48.

PAULA JOHNSON, representing self and famly
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in support of SB 48.

KATH E WASSERMAN, Executive Director
Al aska Muni ci pal League
Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 48.

SUSAN HECKS, Executive Director
Sout hern Regi on Enmergency Medical Services Unit
I nc.
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Di vi sion of Public Health

Al aska Departnent of Health and Soci al Services
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 48.

ACTI ON NARRATI VE

3:32: 47 PM

CHAIR M KE DUNLEAVY called the Senate State Affairs Standing
Commttee neeting to order at 3:32 p.m Present at the call to
order were Senators G essel, WIson, Egan, Coghill, and Chair
Dunl eavy.

SB 26- PERM FUND: DEPOSI TS; DI VI DEND; EARNI NGS

3:33:26 PM
CHAI R DUNLEAVY announced the consi deration of SB 26.

3:33: 37 PM
CHAI R DUNLEAVY cl osed public testinony for SB 26.

3:33:41 PM

SENATOR G ESSEL noved to report SB 26, version 30-GS1690\A, from
commttee with individual recommendations and attached fiscal
not e(s).

CHAI R DUNLEAVY asked if there were objections.

3:33: 55 PM
SENATOR W LSON announced t hat he obj ect ed.

CHAI R DUNLEAVY asked if he wi shed to speak to his objection.

SENATOR W LSON answered yes. He noted that "not wanting to do
harm to the local econony" was addressed by econom sts in other
presentations. He asserted that he could not in good conscience
pass SB 26 due to the devastating effect a reduced permanent
fund di vidend has on the | ocal econony.

CHAI R DUNLEAVY asked Senator WIlson if he nmintained his
obj ecti on.

SENATOR W LSON answer ed yes.
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SENATOR G ESSEL asked Chair Dunleavy to clearly articul ate what
the conmttee was voting on.

SENATOR EGAN concurred with Senator G essel

CHAIR DUNLEAVY clarified that the commttee was voting on
whether to nove SB 26 out of commttee. He noted that Senator
W son had objected and nmai ntai ned his objection.

SENATOR G ESSEL asked if a "yes" vote neant to nove the bill and
a "no" vote neant not to nove the bill.

CHAI R DUNLEAVY answered correct.

SENATOR EGAN asked if he <could still sign the bill "no
recommendati on. "

CHAI R DUNLEAVY answer ed yes.
He asked for a roll call vote.

A roll call vote was taken. Senators G essel, Egan, and Coghill
voted in favor of nmoving SB 26 and Senator WIson and Chair
Dunl eavy voted against it. Therefore, the notion to nove SB 26
fromcomittee passed by a 3:2 vote.

CHAI R DUNLEAVY announced that SB 26 noved from the Senate State
Affairs Standing Commttee.

3:35: 53 PM
At ease.

SJR 2- CONST AM  APPRCPRI ATION LIM T

3:37:42 PM
CHAI R DUNLEAVY called the commttee back to order. He announced
t he consi derati on of SJIR 2.

He welconed invited testinmony and announced that M. Penn
Pfiffner from the TABOR Foundation will be the first to address
the committee. He detailed that M. Pfiffner is a state
representative from Colorado's |egislature and has served for
ei ght years. He detailed that M. Piffner's major bills included
the enhanced sentences for dangerous pedophiles, the state's
full restitution policy, repealed the capital gains tax
revi sion, created perfornmance-based pay for state enployees, and
wote major deregulation bills. He added that M. Pfiffner has
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taught college economcs part-tine for 13 vyears, earned a
master's degree in finance from the University of Colorado, and
currently serves as the chairman of the TABOR Conmittee and its
si ster organi zation the TABOR Foundati on.

3:38:49 PM
PENN R PFI FFNER, Chairman, Taxpayer's Bill of Rights (TABOR)
Comm ttee, Lakewood, Colorado, testified in support of SIJR 2. He

opined that SJR 2 will receive pushback from people who want to
see bigger and bigger government wthout restriction. He
suggested that SIR 2 be recognized as a spending limtation

rather than a repeat of Colorado's TABOR He pointed out that
Colorado's TABOR is nore anbitious with a larger reach. He noted
the differences between TABOR and SJR 2 as fol |l ows:

* SJR 2 is state-only where Colorado's TABOR has a
restriction on every |level of governnent.

e SIJR 2 has no restriction of debt.
* SJR 2 has 14 exceptions.

e SJIR 2 is silent on the rebate of taxes that are coll ected
above the cap.

* SJR 2 does not have el ection provisions.

He remarked that resetting a spending cap with SIJR 2 makes a
great deal of sense because there is not nmuch point of having a
cap that is ineffective.

3:41:13 PM

He contended that Alaska's effective appropriations cap wll
mrror that of Colorado's positive experiences. He said the
overarching concept is to strike a healthy balance between
famly budgets and public goods which results in citizens and
el ected officials asking the right questions. He opined that
having a good spending limtation forces people to ask questions
that are related to prioritizing within a given budget rather
than trying to fund wild dreans. He set forth that the val ue of
everyone living within a budget extends to government with smart
and fair neasures that limts taxes and expenditures linmtations
such as SJR 2.

He said Colorado has seen a very successful econony and noted
that the state did not have a successful econony before 1992. He
stressed that he was not suggesting causation as nmuch as
recogni zing that some of TABOR s opposition clainmed that it
woul d damage the state's econony. He pointed out that Col orado
has a roaring econony.

SENATE STA COW TTEE - 6- March 2, 2017



MR. PFIFFNER noted that Colorado has program stability by
recogni zing the natural inclination for governnent to grow too
fast in good tinmes and to over prom se and set up the base that
is far too high when fiscal challenges cone. He said Col orado
has seen its fiscal crises limted, especially when conpared to
states such as California and Illinois, states that have grown
their budgets imensely and then had to adjust to fiscal
chal | enges.

3:44:21 PM

He addressed typical challenges to governnment limtation where
budgets and K-12 spending will be damaged. He disclosed that
Col orado's fiscal and spending policies have conpared favorably
to its neighboring states. He added that naysayers have said
Col orado does not have enough noney, but noted that Colorado is
one of four states that spends nore on a local basis than on a
stat e basi s.

3:.47. 43 PM

He addressed SJR 2 and opined that sone things have been done
that he thought would help gain support and allow citizens to
understand the nmeasure better. He opined that there really is no
i ssue about rebasing to a lower Jlevel. He disclosed that
Col orado has dealt with a troubling aspect through the courts to
its voter approval requirenent for new taxes where "fees" are
used. He said SJR 2 avoids the "fee" problem He added that
states with successful expenditure limtations place them in
their constitution and SJIR 2 does that. He summarized that SIR 2
takes the right step as a good and effective neasure.

CHAI R DUNLEAVY stated that he wanted to contrast what Col orado
has done and what SJR 2 tries to acconplish. He asked if
Col orado' s TABOR exi sts on both state and | ocal | evels.

MR. PFI FFNER answered correct. He pointed out that Colorado's
TABOR pertains beyond what Chair Dunleavy queried. He detailed
that Col orado has nore than 3,400 special districts, nostly for

road, water and sewer, in addition to library and cenetery
districts.
3:51:42 PM

CHAI R DUNLEAVY noted that SIJR 2 strictly pertains to state
spending. He asked if in Colorado, any type of revenue neasure
nmust be voted on by the people.
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VR. PFI FFNER  descri bed Chair Dunl eavy' s guery as an
overstatement. He explained that new taxes, sunsetting taxes and
an increase in tax rates nust be approved by voters, but fisca
policy nodifications that do not result in an increase in
revenues are exenpt. He added that pension plan funding and
itenms that deal with fees are al so exenpt.

CHAI R DUNLEAVY asked if the same guidelines apply to local and
district levels as well.

MR. PFI FFNER answered correct. He detailed that |ocal districts
specify their need for nore debt or raising taxes and pointed
out that |ocal neasures have passed nore than 80 percent of the
tine.

3:54: 24 PM

BARRY POULSON, Eneritus Professor of Economcs, University of
Col orado, Boul der, Colorado, testified in support of SIJIR 2 with
added provisions. He detailed that he is also an advisor to the
Anerican Legislative Exchange Council (ALEC). He disclosed that
Chair Dunl eavy asked himto address Col orado's "Taxpayer Bill of
Ri ghts" (TABOR) and experience with "Tax and Expenditure Limts"
(TEL) in other states.

He expl ained the Colorado's history with TELs as fol | ows:

e Colorado was one of the first states to introduce a TEL in
the 1970s.

e Colorado's TEL in the 1970s was not effective because state
| egi sl ators chose to exenpt mmjor parts of the budget from

alimt.
e Colorado's spending was not constrained in the 1980s and
the state was a lot Iike California where government

spendi ng grew nore rapidly than the private econony.

e Colorado's TABOR constitutional anendment initiative was
enacted in 1992.

He said TABORs turned out to be one of the npbst effective tax

and spending |imts in the country through substantive
constraints and procedural constraints. He detailed that
substantive constraints |limt the growh of spending by any
jurisdiction to the sum of inflation plus population growmh. He
added that any revenue above the limt nust be rebated to

taxpayers. He specified that procedural <constraints require
voter approval for any increase in taxes, tax-base, or increase
in debt.
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He disclosed that Colorado's TABOR resulted in surplus revenue

in the late 1990s where over $3 billion was rebated to
t axpayers. He added that the TABOR set the stage for significant
tax reductions at all levels of governnent where Col orado ended

up with one of the best business tax climates that resulted in
the state experiencing the second highest rate of economc
grow h of any state in the country.

3:58: 27 PM

MR. POULSON detailed that Colorado ran into problenms with TABOR
in 2001 when the state experienced a sharp recession with an 18
percent fall in revenue that resulted in the "ratchet effect”
where surplus revenue was rebated to taxpayers prior to the
state fully recovering from the recession. He disclosed that a
referendum in 2005 resulted in a tinmeout for TABOR from 2005
t hrough 2009 and TABOR was applied again in 2010. He pointed out
that Colorado's econony recovered well from its recession and
the state is now growing nore rapidly than nost other states. He
opined that Colorado's positive tax climte has been a
significant factor in the state's rapid recovery and economc
growt h

He addressed procedural limts in TABOR regardi ng voter approva
for increased taxes, tax-base, and debt at all Ilevel of
governnent. He said for two decades, Colorado citizens have been
voting on hundreds of neasures proposing increased taxes and
increased debt. Measures at the nunicipal |evel have passed
about 50 percent of the tinme, but at the state |evel taxpayers
have been nore stringent. He disclosed that only two m nor-tax
increases and a debt increase have been approved over the past
two decades. He set forth that citizens have been able to
constrain the growmh of government significantly at all levels
and especially at the state |evel because of both the procedural
l[imts and the substantive limts in TABOR

He reiterated that he serves as advisor to ALEC and disclosed
that nodel legislation for tax and spending limts was drafted
by ALEC using Colorado's TABOR as a nodel. He detailed that
refinements were nade in ALEC s nodel legislation to include
providing for an energency fund and a capital fund via surplus
revenue. He added that additional surplus revenue is rebated or
of fset by tax cuts.

4:02: 39 PM

He opined that Alaska's TEL is poorly designed and as a result
the limt has increased nore rapidly than state revenue so the
TEL never constrains anything. He said a TEL nust be carefully
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designed to achieve a desired result. He concurred with M.
Pfiffner that SIJR 2 appears to be a well-designed tax and
spending limt that will be nmuch nore effective than the TEL
that Al aska currently has in place. He opined that inposing the
[imt on appropriation based on population growmh and inflation
will constrain the growh of state spending very effectively in
addition to providing a nuch nore stable spending growh over
t he business cycle. He said Al aska, |ike many energy states, has
revenue volatility that results in spending volatility. He said
SJR 2 is an inportant step in the right direction. He added
Al aska's energency fund and capital construction fund should
al so assist in what the state is attenpting to achieve.

4.:04: 27 PM
MR. POULSON addressed problens that Al aska m ght expect with SJIR
2 as follows:

e TELs often put pressure on the state to fund prograns with
f ees.

« SIR 2 only constrains spending at the state |evel.

He suggested that the state address "fees" by having a very
strict definition of user fees and distinguish user fees from
taxes so that the state is sure to only restrict tax revenues
and expenditures. He added that wunfunded mnandates should be
limted by the state on |ocal governnents and suggested that the
restriction be included in SIR 2.

He recounted that he has suggested in the past that Al aska
| egi slators consider requiring a procedural limt that would
require voter approval for increased taxes and debt. He noted
that he has been told that his suggestion was a step too far. He
said legislators should reconsider his voter-approval suggestion
as either part of SIR 2 or as separate legislation. He asserted
that the procedural limts that require voter approval for
i ncreased taxes and debt have proven to be very inportant in
Col orado and other states. He opined that the procedural limts
really do allow citizens to determ ne how much government they
want and how nuch they are wlling to finance in terns of
government spending. He pointed out that outside of the US.,
citizens of Switzerland have been voting on increased taxes and
debt for nore than a century and they have created one of the
strongest fiscal systens in the world.

4:07:50 PM
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CHAI R DUNLEAVY asked that M. Poulson explain how TABOR has
either negatively or positively inpacted Colorado's private
econony.

MR. POULSON replied that he often answers Chair Dunleavy's
question by contrasting Colorado and California. He explained
that Colorado and California had very simlar governnent
spending patterns in the 1980s where government spending grew
much nore rapidly than the state econony; in fact, both states
i ntroduced tax and spending limts. He disclosed that California
gutted their tax and spending limts by shifting nmany state
progranms and expenditures off budget to avoid tax and spending
limts. California ultimtely experienced a continued rapid
growt h of governnment spending where the state ended up with high
deficit and debt |evels where their econony has underperforned
over the last two decades conparted to Colorado. He said his
experience is that with an effective tax and spending limt in
pl ace, Al aska can create a better business-tax climate with the
right incentives created for business investnent and growth, a
scenario that Colorado continues to do due to the success of
constrai ni ng governnment grow h.

4:09:57 PM

CHAI R DUNLEAVY asked if Colorado's inproved business clinmate is
due to businesses not having to worry about a predatory tax
regi e.

MR, POULSON answered vyes. He disclosed that Colorado's tax
clinate rates anmong the top-ten states in terms of business
climate. He opined that TABOR allows citizens to decide how nuch
taxes they are wlling to pay, how much spending they are
willing to incur, and how mrmuch governnment they want and are
willing to pay for.

CHAI R DUNLEAVY asked M. Poul son to address Col orado's debt and
how it relates to having TABOR in pl ace.

4:12: 33 PM
MR, POULSON admitted that the state has figured out a way around
debt limts. He explained that Colorado's original constitution

prohi bited any new debt wthout citizen approval. He detailed
t hat state and |ocal governnments have used non-general
obligation debt; for exanple, certificates of participation
designate a specific revenue stream to pay off debt and the
courts have ruled that the debt is not a general obligation debt
and therefore not subject to the TABOR |imt or to the origina
constitutional Iimt. He said Colorado has not necessarily
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constrained debt in the way that many mght anticipate, but the
state has limted debt conpared to what would have occurred
without TABOR He revealed that Colorado has proposed five
different neasures over the last two decades to increase debt
and only one neasure has passed. He remarked that TABOR has been
i nportant, but has not been  100- percent successf ul in
constrai ni ng debt.

4:14: 06 PM

CHAIR DUNLEAVY asked M. Poulson if TABOR s restraint on
Colorado's growh of government has placed nore noney in
citizen's pockets and encouraged new busi ness devel opnent.

MR, POULSON answered yes.

CHAI R DUNLEAVY pointed out that SJR 2 is not based on ALEC s
nodel legislation, but rather a nodification of the existing
constitutional amendnent that has been in place in Al aska since
1982 and reaffirmed in 1986. He reiterated that the amendnent
was a result of increased governnment spending when the state
started to receive large sunms of oil revenue in the 1970s;
however, the fornmula would require $10 billion in unrestricted
general funds to hit the Iimt. He said the idea is to revisit
the constitutional anendnment to reflect today's new realities to
restrain government's growth and encourage investnent from other
i ndustries. He enphasized that the discussion on SJR 2 wll
conti nue.

4:16:22 PM

MATTHEW M TCHELL, Senior Research Fellow, Mercatus Center at
George Mason University, Arlington, Virginia, testified 1in
support of SJR 2 and provided suggestions on fiscal policies. He
di sclosed that the Mercatus Center has been studying fiscal
policies and institutions that govern them for several years. He
detailed that the Mercatus Center has consulted decades of peer-
reviewed academic research in addition to their own analysis
usi ng conprehensive data sets and the best enpirical techniques
t hat are avail abl e.

He set forth that there are three | essons to concentrate on:

1. Rules matter and rules are often a better alternative to
everyday politics:

e Sustainable solutions to budget problens require
i nstitutional change versus short termrenedies.

e Institutional change:
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» Changes to the rules that shape the political
| egi sl ati ve and budgeti ng process.

» States with good institutions or good rules are
nore |ikely to make good budgetary deci sions.

2. Rule details make a big difference and snall changes can
set states on very different paths:

e Characteristics that make for a good tax and
expenditure limt (TEL):

» Effective TELs have a statistically significant
effect on state spending as neasured by per
capi ta spendi ng.

> Effective TELs target spending rather than
revenue. Al aska's TEL targets spending.

> Effective TELs |imt budget growmh via formula
that | ooks at the sum of inflation and popul ation
gromh. Alaska's TEL is focused on inflation and
popul ati on grow h.

> Effective TELs are codified into t he
constitution, as is Alaska's.

> Effective TELs require a super majority or public
vote to be overwitten, as is Alaska's. A lot of
states have tax and expenditure limts that can
sinmply be overwitten with sinple magjority vote.

> Effective TELs prohibit wunfunded nmandates to
| ower governnents, Alaska' s does not.

> Effective TELs imediately refund any revenue
collected nore than taxpayers' |imts, Alaska's
does not. Returning noney does not provide the
state with a chance to spend as well as giving
people sone "skin in the game" in ternms of tax
and expenditure limts.

e Use an appropriate base by picking a year that is
nei t her extraordinarily hi gh in revenue,
extraordinarily tight, or a recession year. The base
shoul d be founded on a year where spending was deened
prudent. The base should not be "just the previous
year" in order to avoid the "ratcheting effect."
Alaska's TEL is based on 1981 and the Legislature
shoul d make sure the year is appropriate.

3. Alternative rules for fiscal budgeting other than tax and
expenditure limts:
e Item reduction vetoes are effective. States that have
item reduction vetoes spend l|less. Alaska has item
reducti on vet oes.
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e Separate spending and taxing functions into two
separate commttees in each chanber. States wth
separate taxing and spending conmittees spend between
$300 and $400 | ess per person and tend to spend nore

prudently.
4:26: 48 PM
MR. M TCHELL noted that there are sone rules that do not always
work the way people think they will. He pointed out that states

that have biannual budgets spend significantly nore than states
t hat have annual budget cycles. He detailed that states with an
annual budget cycle spend $120 | ess person per year.

CHAI R DUNLEAVY asked M. Mtchell to identify a "nobdel state”
that have separate taxing and expenditure commttees that seens
to work well.

MR. MTCHELL replied that Arizona, Colorado, Utah, and Nevada
have separate taxing and spending comm ttees.

4:29: 06 PM
CHAI R DUNLEAVY held SJR 2 in comm ttee.

4:29: 26 PM
At ease.

SB 48-1NS. FOR DEPENDS. OF DECEASED FI RE/ POLI CE

4:30: 03 PM
CHAI R DUNLEAVY called the commttee back to order. He announced
the consideration of SB 48, and noted that the bill has a

commttee substitute (CS)

4:30:11 PM
SENATOR G ESSEL noved to adopt the work draft CS for SB 48,
version O

CHAI R DUNLEAVY obj ected for discussion purposes.
4:30: 31 PM
CHRI STA MCDONALD, Staff, Senator M ke Dunleavy, Al aska State

Legi sl ature, Juneau, Alaska, reviewed the CS for SB 48. She
summari zed the changes fromthe CS as foll ows:
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e Changed the term "police officer" to "peace officer"” in
order to extend the benefits to probation and correctiona

of ficers.
e Consistently uses the term "mgjor nedical" throughout the
bill's work draft.

e Changed the annual deadline for the commssioner to
determ ne the anobunt of noney sufficient to pay premuns to
Decenber 15.

 Elimnates the gap of coverage by renoving the requirenent
for the surviving dependent having to apply to the
commi ssioner. After the date of death of a peace officer or
firefighter, the conmssioner wll have 30 days to
determ ne continued eligibility.

* Requires annual determnation of continued eligibility by
the comm ssioner. The conmm ssioner may require a surviving
dependent to provide relevant information to determ ne
continued eligibility.

e Carified the term year-round by replacing it wth,
"Fulltime position for which the state or nunicipality paid
or expected to pay the enployee for 12 nonth each year."

» Established that a surviving spouse beconmes permanently
ineligible for prem um paynents upon receiving 10 years of
prem um paynments, becoming eligible to receive nmajor
medi cal insurance, or by reaching the age of 65, whichever
of those cone first.

* Renobved the word "immediately" to «clarify that the
muni cipality nmay elect to participate in the fund at any
tinme.

* Expanded the definition of "firefighter” to, "An enployee
of the state or nunicipality whose primary duty is to
performfire suppression services."

* Replaced the definition of "police officer" with a new
definition for "peace officer."

4:32: 37 PM
CHAI R DUNLEAVY renoved his objection and announced that the CS
was adopted w t hout objection.

SENATOR COGHI LL, sponsor of SB 48, explained that the CS is a

result of trying to find ways to bring the bill in consistent
| anguage; for exanple, the wuse of the terns, "nedical" and
"major nedical,” the two ternms have different neanings. He

specified that "major nedical" was coverage w thout eye care and
dental care.
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He opined that the care should be continuous, but wth
[imtations. He said he did not know if 10-year eligibility is
perfect, but determned that the period is consistent across the

US as well as being used in a previous bill. He added that he
did not want the youngsters caught up in the 10-year limtation
by providing eligibility wuntil age 26 or if insurance is

obtained froma j ob.

SENATOR COGHILL asserted that the legislation allows for the
best way to provide imediate care. He renmarked that he was
di sturbed when he heard that the nonth a trooper died his famly
found out that they were w thout health insurance.

He provided additional details on SB 48 as foll ows:

 The presunption is ~coverage is provided until t he
commi ssioner determines that there is an eligibility
problem an easier determnation for a conmmssioner to
make.

* Expands to correctional officers because they transport
dangerous crimnals to and fromjail.

 Allows municipalities to figure out a way to retroactively
pick up those that previously had the unfortunate
circunstances found in the bill.

* Requires the comm ssioner to annually tell the Legislature
what is in the fund.

e The fund rolls over and grows rather than being swept back
into the Constitutional Budget Reserve (CBR); however,
appropriation is up to the Legislature.

* Annual review by the conm ssioner determ nes continued
eligibility due to marriage, turning 65, or hitting the 10-
year mark. The review by the conm ssioner is a way to make
sure that there is communication

e Changed eligibility from year-round enployee to fulltine
enpl oyee. Providing coverage for a person that does
dangerous, fulltime work for 5 nonths or 8 nonths is
appropri ate.

He summari zed as fol |l ows:

It's a little different approach then what the other
body is doing, but I'mtrying to stay independent and
just think through, "Ckay, if I was a mayor and | had
to hire them how would | deal wth this thing?"
because what we are doing is we are actually paying a
prem um for sonebody to get an extended benefit, which
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| think is entirely appropriate, but it should have

sone limtations and I'm trying to decide the best
l[imtations that we can do and still make sure that
people are being taken care of well, it's just a way

to honor people the best way we can.

4:38: 44 PM

SENATOR G ESSEL noted that in section 1, page 3, lines 6-9, the
sentence says, "On the day enployee's death, the enployee was
enployed by the state or a nmunicipality that was elected to
participate in a permanent fulltinme position for which the state
or nunicipality paid or expected to pay the enployee for 12
nmonths each year." She asked if an individual worked in a
seasonal position for only four nonths that had an unfortunate
| oss of life would be eligible.

SENATOR COGHI LL clarified that a permanent-fulltine enployee
woul d be covered. He noted that he would verify if a pernanent
enpl oyee that worked seasonally woul d be covered.

SENATOR WLSON conmmented that he appreciated the change from
"police" to "peace officer" so that correctional and probation
of ficers are included.

SENATOR COGHI LL expl ained that the focus is on people who are in
unpredi ctabl e and dangerous circunstances to nake sure famlies
are not left high and dry. He conceded that fallen firefighters
or troopers have other benefits, but health care was a dramatic
enpty spot. He expl ained that he was made aware when the w fe of
a fallen trooper, constituents of his, was left |anguishing. He
said he nmade a commtnent to do whatever he could to find the
best way to nove forward. He explained that the coverage is
outside of the Public Enployee Retirenent System (PERS) because
the coverage cannot actuarily work in Alaska. He said the good
news is the state has too few people, but the bad news is there
are people that need coverage and the state nust nmake sure they
are taken care of. He specified that the fund allows both
muni ci palities and the state to add into the fund that can be
drawn out immediately to pay the premuns for health care

4:42: 31 PM
CHAI R DUNLEAVY opened public testinony for SB 48.

4:43: 23 PM

PAT HOLMES, representing self, Kodiak, Alaska, testified in
support of SB 48. He asked that Fish and Gane field-staff be
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considered for coverage as well. He disclosed historica
fatality records for Fish and Gane field-staff.

4:46:45 PM
BRANDY JOHNSON, representing self and famly, Fairbanks, Al aska,
read the follow ng statenment in support of SB 48:

| am testifying in support of SB 48 on behalf of
mysel f, ny three daughters, ny deceased husband, Scott
Johnson, surviving famlies of past and future |ine-
of -duty state troopers as well as |aw enforcenent
officers in the State of Al aska.

On May 1, 2014, ny husband, Scott Johnson and Gabe
Rich were nmurdered while in the performance of their
job in Tanana, Alaska. Scott's job was that of a
sergeant with the Al aska State Troopers, he had worked
as a state trooper for over 21 years with a total of
over 23 years vested in the public enployee's
retirement system He could have retired wth 20 years
of service; however, Scott and | decided that he
should work another 5 years to gain the nedica
benefits for our famly after the 25-year mark as a
Tier Il enployee, it was while trying to obtain this
prom sed benefit goal that Scott was anbushed and
killed. Scott would have retired this past October
with nmajor nedical benefits for hinself and our
famly.

| had asked the state troopers assisting ne after
Scott was killed if ny famly still had health
insurance, | initially was told that | was set for
life by one lieutenant; however, that was not the
case. | was later told that ny famly's benefits would
expire at the end of the nonth. | was disappoi nted and
angry, ny choices were to pay $1,150 per nonth for the
retirement, mmjor nedical health care that he would
have received in a year and a half at no cost as a
retirenent benefit, or $1,700 for full-coverage
[ Consolidated QOmibus Budget Reconciliation Act]
(COBRA). What is frustrating is the person who shot ny
husband to death and his father, who desecrated ny
husband's dead body, while incarcerated have nedical
care available at no cost to them as their famlies
al so have free health care. | felt Scott's last three
years of service were all for nothing.
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Scott always took his responsibilities very seriously
to protect the people of Alaska. | believed upon his
death the state would also take responsibility to now
take care of his famly; graciously, the State of
Al aska has these two and a half years until the gap in
law could be resolved. Qur famly has paid the price
for this benefit. W have paid into the PERS
retirement system W have paid with the endl ess call-
outs whether it be K-9, [Special Enmergency Reaction
Tean] (SERT), or one of the many other specialized
enmergency responses Scott was involved with; this is
called, "To give of yourself for the sake of others."

| am here today asking for your support of SB 48; this
bill is nore than what I have advocated the
Legislature for as a health benefit. SB 48 provides
full-coverage health insurance that takes care of
young surviving famlies that need the well-child
check-ups. The retirenent health-care plan was not a
|l ong-term solution; it was a band-aide so to say and a
safety net in case of a major-nedical energency. SB 48

will ensure that another surviving spouse does not
have to experience what | have; they wll have the
assurance that their children will be taken care of if

there was a heal th energency.

| would like to state nmy concern over one word in the
| egislation, the word is "may" on page 3, line 27. As
a surviving spouse, | wouldn't want to hear "may el ect
to participate.” | have been left wondering about so
much in regard to life. By <changing one word to
"shall" would provide a great sense of security and
confort to past and future surviving spouses.

Thank you for your tinme and your consideration of this
i mportant |egislation.

4:50: 36 PM
SENATOR COGHI LL noted that Ms. Johnson had referenced the bill's
ol der version prior to the CS.

SENATOR G ESSEL pointed out that the [|anguage M. Johnson
referenced was on page 4, line 6.

4:51:47 PM

DAVID PRUHS, City Council Menber, City of Fairbanks, Al aska,
testified in support of SB 48. He shared that the City of
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Fai rbanks also had a tragedy with the passing of Oficer Brandt
where his insurance termnated immediately. He disclosed that
the Gty of Fairbanks took it upon itself to fund M. Brandt's
famly's insurance for 2016, 2017, and nost likely in 2018. He
noted that he did not review the CS for SB 48. He said he was
concerned about unfunded mandates to the Cty of Fairbanks and
possi bly for carrying the cost of insurance to the Brandt famly
through 2038. He asked that he have an opportunity to neet
privately with Senator Coghill to find a solution. He added that
the City of Fairbanks is talking about having a specific
insurance policy in its contracts with police officers to have
their insurance premuns funded throughout the life of their
spouses and for children up to the age of 26.

SENATOR COGHILL replied that SB 48 is not a nandate. He
explained that the bill has an opt-in for nunicipalities that
allows for a retroactive "look back." He detailed that the fund
is managed by the state, but the rnunicipalities would have to
fund. He suggested that M. Pruhs reviewthe bill's CS

4:54: 14 PM
PAULA JOHNSON, representing self and famly, Fairbanks, Al aska,
read the followi ng statement in support of SB 48:

Good afternoon, ny nane is Paula Johnson. Scott was ny
brother in-law for alnmpbst 22 vyears until he was
murdered in the line of duty in Tanana, Al aska on My
1, 2014. Upon Scott's death, he was past his 20 years
with the state and could have retired prior to May 1,
2014. Prior to Scott's passing, he stood in his house
in a personal conversation and told ne he is choosing
to put the extra five years in so he could retire with
full nedical benefits for his famly. Scott prided
hinmself in taking care of his famly being the sole
wage earner so Brandy could stay honme and raise their
three girls, this was very inportant to him and
Brandy. If Scott had not died in the line of duty on
May 1, 2014, he would have already retired and his
famly woul d have full nedical benefits. To fund SB 48
is the right thing to do for the famly of slain
of ficers.

4:55: 45 PM

KATH E WASSERMAN, Executive Director, Alaska Minicipal League,
Juneau, Alaska, testified in support of SB 48. She said AM
appreciates that the bill is not an unfunded mandate. She noted
t hat many nunicipalities are behind in their wor ker'' s
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conpensation bills and new bills will sinply not be paid. She
opined that every nunicipality seens to have had a police or
firefighter tragedy, but have "stepped up to the plate" and in
turn made communi ties stronger.

4:57:56 PM
SUSAN HECKS, Executive Director, Southern Region Energency
Medi cal Services Unit (EMS) Council, Inc., Dvision of Public

Health, Alaska Departnment of Health and Social Services,
Anchorage, Al aska, testified in support of SB 48. She expl ai ned
that the State of Alaska is divided into seven-EMS regions and
t he Southern Region EMS Council is one of the seven. She stated
that she was representing the seven regions. She added that the
EMS Regi onal Coordinators/Directors support SB 48 in addition to
her testinony. She stated that she supported the definition
change of "firefighter," but remarked that there was one aspect
mssing from the bill regarding EMS personnel. She explained
that there are many EMS personnel who are not firefighters, but
they are also exposed to the sanme dangerous situations. She
asked that EMS personnel be included in SB 48.

5:00:49 PM
CHAIR DUNLEAVY stated that he would hold SB 48 for future
consi deration, and public testinony would remain open.

5:01: 34 PM

There being no further business to cone before the committee,
Chair Dunleavy adjourned the Senate State Affairs Standing
Commttee at 5:01 p. m
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