HOUSE FI NANCE COWM TTEE
April 11, 2002
8: 48 AM

TAPE HFC 02 — 81, Side A
TAPE HFC 02 - 81, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 8:48 AM

VEMBERS PRESENT

Representative El don Mul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft
Represent ati ve John Davi es
Representative John Harris
Representative Bill Hudson
Representati ve Ken Lancaster
Representative Carl Mses
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Ri chard Foster

ALSO PRESENT

Representative Pete Kott; Kathy Hansen, Executive Director,
Sout heast Al aska Fi shernmen’ s Al li ance, Juneau; Don
Et heridge, AFL-CIO, Juneau; Darryl Tseu, Inland Boatnen's
Union of the Pacific, Juneau; Barbara Huff Tuckness,
Teansters Uni on, Juneau; Leo S. Brown, Honer.

PRESENT VI A TELECONFERENCE

Ji m Sanpson, Fairbanks; Leo S. Brown, Honer; Sue Aspel und,
Executive Director, Cordova District Fi shermen United,
Cor dova.

SUMVARY

HB 287 "An Act relating to the exenption of comerci al
fishing entry permits fromclainms of creditors, to
| oans to satisfy past due federal tax obligations
of commercial fishing entry permt holders, and to
| oan origination charges for |oans nade by the
comercial fishing loan program to refinance a
debt obligation; and providing for an effective
date."
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HB 504 "An Act relating to the wages of people working in
the fisheries business.”

#hb504

HOUSE BILL NO. 504

"An Act relating to the wages of people working in the
fisheries business.”

Representative Hudson MOWED to ADOPT proposed committee
substitute 22-LS1595\S, 4/10/02. There being NO OBJECTI ON
it was so ordered.

REPRESENTATI VE PETE KOTT, SPONSOR, spoke to the changes nade
in the conmttee substitute. The conmttee substitute would
requi re departnental approval for charges [by an enpl oyer
engaged in the fisheries business for board and | odging]
over $15 dollars a day. He explained that the flat $15
dollar a day rate is lower than the rate currently being
used by a processor in Petersburg.

KATHY HANSON, EXECUTIVE DI RECTOR, Al aska Southeast Al aska
Fi shernen’ s Al liance testified in support of t he
| egi sl ation. She stressed that the |egislation would assist
the comrercial fishing industry. She nmaintained that nost
wor kers would pay nore than what they are charged if they
had to pay for their own food and | odgi ng. She asserted that
commercial fishermen would have to pay the cost if the
| egislation is denied. She thought that nost fishernen are
currently earning | ess than the m ni num wage.

DON ETHERI DGE, AFL-CI O, JUNEAU stated that the union's main
concern is that |ower level positions do not |ose their
i ncone. He observed that budget cuts would affect the | owest
pai d enpl oyees first.

DARRYL TSEU, | NLAND BOATMEN S UNION OF THE PACI FI C, JUNEAU
spoke against the l|egislation. He observed that Southeast
Al aska processors are already allowed to deduct for housing.
He expressed concern that workers would not have enough
noney to return to their hones.

BARBARA HUFF  TUCKNESS, Dl RECTOR, LEQ SLATI VE AFFAI RS
TEAMSTERS LOCAL 959, JUNEAU testified in opposition to the
| egi slation. She noted that she spoke on behalf of the
approxi mate 7,000 nmenbers around the state. The Teanster's
mssion is to organize the unorganized and represent all
workers to assure fairness and dignity in the work
environment. She quoted the wunion's Secretary/Treasurer,
Jerry Hood: “What is negotiated today can be |egisl ated away
tomorrow wth a stroke of a pen.”

Ms. Tuckness maintained that the legislation is "one of the

nost blatant instrunents of oppression to cone before this
| egislature in a while." She enphasized that the fishing
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industry is a multi billon dollar industry. Many of the
workers are from out of state or out of country. She
stressed that they should not be treated wth any |Iess
dignity and respect than Al askan [North] Slope workers who
live in Conpany accommobdati ons.

Ms. Tuckness referred to coments that the bill corrects an
inequity in current regulation. She observed that under
current regulation if an enployee is working in an area in
the state, for exanple Ketchi kan, which would have avail abl e
housi ng an enpl oyer could charge for their room and board.
In this situation the enployee could choose to go el sewhere.
If there are not alternative living quarters then the
enpl oyer cannot charge the enpl oyee.

Ms. Tuckness referred to a fish processor's website and
noted that nost of the work available is called slimng or
cleaning fish. The environnent is wet, cold and drafty.
Slimng and other processing jobs require standing in one
spot doing the same task for 16 or nore hours a day, 7 days
a week in peak season. There also are periods of tinme when
no work is available. The living quarters on a processing
plant hold 4 to 12 people per room Recreation is |limted
and there is usually no shore tine.

Ms. Tuckness asked nenbers to reject the bill and send a
nmessage to all workers in this state, including those on
processing plants, that all workers deserve to be treated
with dignity and respect and conpensated fairly, no matter
how neni al the work they perform She quoted quote President
George W Bush: “As we think what is possible, we nust al so
think what is right.” She nmaintained that support of the
| egislation only brings the old conpany town nentality to
the state of Al aska.

JIM SAMPSON, FAIRBANKS testified via teleconference in
opposition to the legislation. He noted that he is one of
the prinme sponsors of the mninum wage petition. He
mai nt ai ned that HB 504 woul d deny thousands working in the
fishing industry the increase that nmany Al askans support. He
mai ntai ned that HB 504 is an anti-worker bill

Representative Hudson MOVED to ADOPT Anmendnent 1 on line 7
of page 1: insert “paid day worked.” He observed that the
enpl oyee coul d accrue costs on days when they aren't working
due to a downturn. He explained that, in order to have noney
deducted from an enpl oyee, the enployee would have had to
wor K.

Representative Croft questioned if the legislation would
apply to renote and non-renpte sites. Representative Kott
clarified that the legislation would apply to both renote
and non-renote sites. He maintained that exi sting
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contractual relations between an enpl oyer and enpl oyee woul d
be i npact ed.

Representative Kott thought that the enployee and enpl oyer
woul d be damaged by the anmendnent because of the change in a
contractual agreenent. He pointed out that if an enpl oyee
wor ked one-quarter of an hour that they would be getting
paid for that day. There are no limtations included in the
anmendnent . It would be difficult from an accounting
st andpoi nt .

Representative Hudson stated that the intent would be that
the enployee work an 8 hour paid day. If the enployee
recei ved an 8-hour paid day, then the enployer would be able
to take the $15 dollars or the agreed upon anount. The
provi sion woul d be negotiated up-front with the enpl oyee and
create a standard to address the | ow end enpl oyee during the
times that they are not naking noney. He clained that the
anendnment would find the m ddl e ground.

Aroll call vote was taken on the notion to adopt Amendnent
1.

I N FAVOR: Hudson, Lancaster, Mbses, Bunde, Davi es
OPPQOSED: Harris, Wiitaker, Croft, WIIlians

Co-Chair Mil der and Representative Foster were absent from
the vote.

The MOTI ON PASSED (5-4).
Representati ve John Davi es W THDREW #1a.

Representative John Davies MMNED to ADOPT Anmendnent #2.
Vi ce-Chair Bunde OBJECTED. Representative Davies explained
that the anmendnent would elimnate the imrediate effective
date. No effective date would be specified. The bill would
becone effective after 90 days.

Vice-Chair Bunde thought that it wuld elimnate the
possibility of the legislation being used in the current
summer season. Representative Kott agreed that the effective
date change would take away the opportunity to use the

provisions of the bill in the up com ng sal non season. He
stressed that there is a problemin the industry today, and
enphasi zed that the bill should not be tied to the m ninum

wage. The intent is to help an ailing industry.

Representative John Davies acknow edged problens in the
fishing industry but did not want to see the industry hel ped
by balancing the books on the backs of the workers. He
pointed out that the effected workers are being paid a
m ni rum wage and that in renote areas there is a tradition
of providing housing. He maintained that a worker's wages
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could be cut in half [with the provisions under the
| egi sl ation]. He spoke in support of fixing the fundanental s
probl ens and basic econom cs of the industry, "not bal ance
t he books on the backs of the workers.™

Co-Chair WIlIlians questioned what would happen if the

processors went away. "Then where will these m nimum wage
peopl e go for work? Where does a fisherman take his fish to
get processed? That is a problem we are having today". He

mai ntai ned that the industry is on its knees and the intent
is to help.

Representative Lancaster asked what would happen if an
enpl oyee is maki ng nore than the m ni num wage.

Representative Kott replied that the Ilegislation would
di sall ow penetration below m ninum wage. He observed that
the legislation would not apply to the mning industry or
ot her industry that pay well above m ni nrum wage.

Representative John Davies pointed out that the |egislation
i npacts people on the really Iow end of the wage schedul e.
He noted that it would help the industry if workers worked
for nothing, but enphasized that there nust be a bal ance.
There is a mninumwage that is fair to pay people; the bil
allows the mninmum wage to be penetrated and the effective
conpensati on dropped.

Aroll call vote was taken on the notion.

I N FAVOR: Lancaster, Mses, Croft, Davies, Harris
OPPQOSED: Hudson, Wi taker, Bunde, WIIians

Co-Chair Mil der and Representative Foster were absent from
the vote.

The MOTI ON PASSED (5-4).
Representati ve John Davi es W THDREW Anmendnent #3.

Representati ve John Davies MOVED to ADOPT Anendnent #4. Co-
Chair WIIlianms OBJECTED.

Representative John Davies explained that the amendnent
woul d provide that charges for room and board could only
take place when alternative public board and | odging
facilities are available and the enployee has declined to
use those facilities.

Representative Kott stated that the amendnent would mnim ze
the bill. He enphasized that the |egislation addresses the
regul ations and states to the departnent that they wongly
interpreted the statues. "Now we are trying to nmarry up the
statue with the regulation by correcting a wong by nmaking
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the statutes right." He thought that the anmendnent woul d go
against the intent of the legislation. He pointed out that
alternative lodging facilities do not exist in renote areas.

Representative Davies agreed that his intent 1is in
opposition to the sponsor's. He nmaintained that the existing
practice, which several departnents of |abor over several
adm ni strati ons have uphel d, should be put into statute.

Representative Lancaster pointed out that the |egislation
does not speak to renote work sites.

HB 504 was held till later in the neeting.
#hb287
HOUSE BI LL NO. 287

"An Act relating to the exenption of comrercial fishing
entry permts from clains of creditors, to loans to
satisfy past due federal tax obligations of commerci al
fishing entry permt holders, and to |loan origination
charges for |oans made by the commercial fishing |oan
program to refinance a debt obligation; and providing
for an effective date."

REPRESENTATI VE DREW SCALZI, SPONSOR, spoke in support of the
l egislation. He noted that recent developnents in |[|aw
require a clear statenent of the principle enbodied in the
original Limted Entry Act to clarify that limted entry
permts are not property subject to the clainms of creditors.
The long-term crisis facing the Al aska sal non industry due
to dramatic increases in world salnon production coupled
with equally dramatic reductions in salnon prices nake this
principle all the nore inportant. If Al aska fishernen are
forced out of the water because creditors take their limted
fishing privil eges, everyone in Al aska | oses.

Representative Scal zi observed that the bill would extend
the existing tax obligation |oan program portion of the
comercial fishing |oan program now scheduled to sunset.
The bill also continues the Division of Investnents existing
| oan program for satisfying past due tax obligations. It
keeps the sane linmt of $30,000, but allows an individual to
apply for a secured |oan under the program nore than once
and renoves the one-half percent refinancing fee. The bil
does not alter any current claim exenptions, but sinply
strengthens and clarifies the exenptions.

Representative Scal zi referred to page 7, section 5(e): "An
entry permt is not property; an entry permt constitutes a
use privilege that my be nodified or revoked by the
| egi sl ature w t hout conpensation. " He not ed t hat,
"commercial fishing privileges granted under this chapter,
including entry permts, are exenmpt from «clains of
creditors, including clainms wunder AS 09.38.065 and AS
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45.29.408." The provision in section 7 pertains only to the
Commercial Fisheries and Agricultural Bank, Division of
Commerci al Fishing Loans and the Child Support Division.

In response to a question by Representative John Davies,
Representative Scalzi clarified that the |egislation does
not change the status of limted entry permts. Permts
would still be purchased or sold. The | egislation
strengthens the state's position that the permts are not
property. Federal |egislation by Senator Stevens would have
the sanme affect on the federal level if adopted.

Representative John Davies questioned if the Interna
Revenue Service would be inpressed by the argunent that it
is not property if permts are still being purchased and
sold. Representative Scalzi noted that the Conmerci al
Fi sheries Entry Conm ssion suggested the |anguage. He noted
that the federal governnent has tried to seize Al askan
permts w thout success. Wiile the federal governnment could
seize a permt they could not obtain any value out of the
seizure since the state of Alaska retains the transfer
rights.

Vice-Chair Bunde maintained that the permts anmount to
property and maintained that the state of Al aska woul d not
take permits w thout conpensation.

Represent ative Scal zi enphasi zed that fishing privileges are
harvest rights. It’s in the state’s best interest to control
the harvest capabilities of the resource. The state wants to
retain control for biological managenent. |f anyone could
seize the permts it wuld take away the state’'s ability to
manage the fisheries.

LEO S. BROMW, HOVER, testified via teleconference in support
of the legislation. He spoke in support of the refinancing
| anguage, which would allow fisherman to take advantage of
|l ow interest rates w t hout refinancing costs. The
| egi sl ati on woul d be a proactive step to help people in the
i ndustry.

SUE ASPELUND, CORDOVA FI SHERMEN UNI TED, CORDOVA, testified
via teleconference in support of +the |legislation. She
mai ntai ned that the fishing industry needs the protections
contained in HB 287 in order to survive in the unprecedented
mar ket and resource chall enges. Loss of a commercial fishing
permt strips away the permt holder's primary neans of

making a living. In sonme areas access to a commercial
fishery may be the only access to a livelihood for a
resident. She spoke in support of provisions regarding the
refinancing fee. The legislation is another tool in the

fishernmen's box to maximze flexibility in their response to
the economic crisis that faces the industry. The Commerci al
Fi shing Revol ving Loan programis critical to fishernen.
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KATHY HANSEN, SOUTHEAST ALASKA FI SHERMEN S ALLI ANCE, JUNEAU
noted that the Alliance supports the |egislation.

Co-Chair Mul der provided nenbers with proposed commttee
substitute, work draft 22-LS1106\O, Ut ernohle, 4/10/02 (copy
on file). He explained that the proposed conmttee
substitute would retain the exenption of comercial entry
permts from clains and creditors. The proposed conmttee
substitute would renove provisions pertaining to the
refinance charges and focus on the Division of |nvestnents.
It would require the Division of Investnments to adopt the
sanme standards offered by SEAFAB. There are currently two
state | oan prograns: SEAFAB and the Division of |Investnents.
He mai ntained that there should be consistency wthin state

policy.

HB 287 was heard and HELD in Committee for further
consi derati on.

#hb504

HOUSE Bl LL NO. 504

"An Act relating to the wages of people working in the
fisheries business.”

Representative John Davies reiterated his notion to ADOPT
Amendnent 4.

Representative Croft explained that the anendnent would
place into statute the |ongstanding practice of the state,
under 8 adm nistrations, and the regqulatory schene that has
been followed for at |least 15 years. He mmintained that the
amendnent recogni zes that there is sonething different about
renmote sites.

TAPE HFC 02 - 81, Side B

Representative Croft stressed that there is a difference
bet ween having alternatives and not having alternatives. He
pointed out that legislators are paid a per diem rate and
mai ntained that there is a trenendous difference between
wor ki ng i n Petersburg and Chigni k.

Representative John Davies noted that Amendnent 4 would be
concept ual

In response to a question by Representative Lancaster,
Representative Davies explained that if an enployee is in a
pl ace where there are alternatives and they decline to use
the alternative, but live in enployer provided housing, then
t he enpl oyer can charge a fee. If the enployee is in a place
where there are no alternatives the enployer could not
charge a fee.
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Vice-Chair Bunde concluded that no renote or floating
processor would be able to take advantage of the provisions
of the bill

Representative Hudson noted that he opposed the anendnent,
as it would “neutralize” the proposed draft. H's support of
the legislation was intended to aid marginal fish processors
in renote areas with the on-set of the com ng m ni nrum wage.
He pointed out that provisions already exist in regulation
Representative John Davies responded that the adoption of
the legislation would renove the regul atory provisions.

Representative Kott spoke against the amendnent. He
mai ntained that the regulation was inconsistent with the
statute and enphasized that there is a separation of power
i ssue.

Represent ati ve John Davi es di sagreed that there is sonething
wrong [between the regulation and statute] or that there is
a separation of powers. He felt that the regulations
correctly interpret the statute.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies, Mses
OPPQOSED: Bunde, Harri s, Hudson, Lancast er, Wi t aker,
WIllians, Ml der

Represent ati ve Foster was absent fromthe vote.
The MOTI ON FAILED (3-7).

Representati ve Hudson MOVED to report CSHB 504 (FIN) out of
Commttee with the acconpanying fiscal note.

Representative Witaker OBJECTED. He noted that a m ninmum
wage bill was passed to confirmto the will of the people.
House Bill 504 would mtigate the action of the m ni rum wage
| egi sl ati on.

Representative Hudson anended his notion to include a zero
fiscal not e. Representative John Davies OBJECTED. He
mai nt ai ned that there would be a need for auditing. Co-Chair
Mul der argued in support of a zero fiscal note.

Representative Davies acknow edged that there would not be
as nmany conplaints or audits J[under the committee
substitute], but enphasized that there would still be sone
increase in required work as the result of the bill

Representative Croft argued in support of the departnent's

fiscal note. He did not think that the changes woul d reduce
the need for the fiscal note.
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Representati ve Hudson observed that the departnent issued a
justification for a $70 thousand dollar fiscal note and at
| east one new wage and hour investigator position would be
necessary to conduct audits. He observed that the bill was
anended to a set fee and concluded that audits would not be
necessary.

Representative Lancaster expressed concern that the bill is
t oo broad.

Vice-Chair Bunde stressed that people "vote wth their
feet". He did not think the legislation would be onerous on
wor kers and pointed out that the workers would not have the
option of a job if the industry were gone.

Representative John Davies maintained that the problem wth
the legislation is that it gets ride of, or reduces the
m ni rum wage for this class of workers. He observed that the
majority of Alaskans support a mnimm wage and have
indicated that it should be increased.

Co-Chair WIlliams acknow edged the comments nmade by
Represent ati ve John Davi es, but enphasized that the proposed
bill attenpts to “fix” the fishing industry. He observed
that there are people in the industry that cannot find a
mar ket for their fish

Aroll call vote was taken on the notion to MOVE HB 504 from
Committee.

I N FAVOR: Bunde, Hudson, Lancaster, Mulder, WIIians
OPPQOSED: Mbses, Wiitaker, Croft, Davies, Harris

Represent ati ve Foster was absent fromthe vote.
The MOTI ON FAI LED (5-5).
HB 504 renained in Conmttee.

#
ADJ QURNVENT

The neeting was adjourned at 9:56 A M
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