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HOUSE BI LL NO. 290
"An Act relating to nenbership in the Conprehensive Health
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- MOVED CSHB 290(L&C) OUT OF COWM TTEE

HOUSE BI LL NO 504
"An Act relating to the wages of people working in the fisheries
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- HEARD AND HELD

HOUSE Bl LL NO. 443
"An Act retroactively extending the application and |icensing
deadl i nes and anending the effective date of certain provisions
relating to regulation of persons who practice tattooing and
per manent cosnetic coloring or body piercing; and providing for
an effective date."
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HOUSE JO NT RESCLUTI ON 38
Relating to urging the United States Congress to pass terrorism

risk protection |egislation.
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HOUSE L& C COW TTEE -1- March 25, 2002



PREVI QUS ACTI ON

BILL: HB 290
SHORT TI TLE: COVMPREHENSI VE HEALTH | NSURANCE ASS' N
SPONSOR( S) : REPRESENTATI VE( S) ROKEBERG

Jrn-Date Jr n- Page Acti on
01/ 14/ 02 1951 (H PREFI LE RELEASED 1/ 4/02
01/ 14/ 02 1951 (H READ THE FI RST TI ME -
REFERRALS
01/ 14/ 02 1951 (H L&, FIN
01/ 30/ 02 (H L&C AT 3:15 PM CAPI TOL 17
01/ 30/ 02 (H Heard & Held
01/ 30/ 02 (H M NUTE( L&C)
02/ 01/ 02 (H L&C AT 3:15 PM CAPI TOL 17
02/ 01/ 02 (H Heard & Held
02/ 01/ 02 (H M NUTE( L&C)
03/ 22/ 02 (H L&C AT 3:15 PM CAPI TOL 17
03/ 22/ 02 (H Heard & Held
M NUTE( L&C)
03/ 25/ 02 (H L&C AT 3:15 PM CAPI TOL 17
BILL: HB 504

SHORT TI TLE: WAGES FOR WORKERS | N FI SHERI ES
SPONSOR(S): RLS

Jrn-Date Jr n- Page Action

03/ 15/ 02 2547 (H READ THE FI RST TI ME -
REFERRALS

03/ 15/ 02 2547 (H L&C

03/ 25/ 02 (H L&C AT 3:15 PM CAPI TOL 17

W TNESS REG STER

KATI E CAMPBELL, Actuary L/H

Di vision of |nsurance

Department of Comrunity & Econom c Devel opnent

PO Box 110805

Juneau, Al aska 99811-0805

POSI TI ON STATEMENT: Revi ewed the changes enconpassed in CSHB
290, Version J.

BOB LOHR, Director

Di vi si on of |nsurance

Departnent of Community & Econom c Devel opnent
3601 C Street, Suite 1324
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Anchor age, Al aska 99503-5948
POSI TI ON STATEMENT:  Answer ed questi ons.

John George, Lobbyi st

Anerican Famly Life Assurance Conpany (AFLAC)

3328 Fritz Cove Road

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified in support of the prem se behind
HB 290.

DON EHTERI DGE, Lobbyi st

Al aska State Anmerican Federation of Labor and Congress of
I ndustrial Organizations

710 WOt h Street

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified in opposition to HB 290.

LI NDA SYLVESTER, Staff

to Representative Kott

Al aska State Legislature

Capi tol Buil ding, Room 204

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified on behalf of the sponsor of HB
504, the House Rules Standing Conmmttee.

STEPHANI E MADSEN, Vi ce President

Paci fi c Seaf ood Processors Associ ati on

213 Third Street

Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of HB 504.

ED FLANAGAN, Conmi ssi oner

Depart ment of Labor & Workforce Devel opnent

PO Box 21149

Juneau, Al aska 99802-1149

POSI TI ON STATEMENT: Testified in opposition to HB 504.

ACTI ON NARRATI VE

TAPE 02-43, SIDE A
Number 0001

CHAIR LISA MJRKOMNSKI called the House Labor and Commerce
St andi ng Comm ttee neeting to or der at 3: 20 p. m
Representatives Hal cro, Myer, Kott, Rokeberg, and Crawford were
present at the call to order. Representati ves Mirkowski and
Hayes arrived as the neeting was in progress.
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HB 290- COVPREHENSI VE HEALTH | NSURANCE ASS' N

VICE CHAIR HALCRO announced that the first order of business
woul d be HOUSE BILL NO 290, "An Act relating to nmenbership in
t he Conprehensive Health I nsurance Associ ation.”

Number 0047

REPRESENTATI VE KOTT noved to adopt Version 22-LS1150\J, Ford,
2/ 28/ 02, as the working docunent. There being no objection,
Version J was before the committee.

REPRESENTATI VE ROKEBERG, Al aska State Legislature, testified as
the sponsor of HB 290. He explained that HB 290 changes the

met hod of spreading the prem um Under the current Al aska
Conmpr ehensive Health |Insurance Association (ACH A, the small
nunber of private health insurance conpanies underwite

i ndi vidual and very snmall group plans that aren't eligible for
the Enpl oyee Retirenment and Incone Security Act of 1974 (ERI SA).
These private health insurance conpanies make the $3 mllion per
annum assessnents based on the anmount of premuns they wite in
the state. Version J changes the nethodology to a covered |ives
nmet hod of spreading the costs of the ACH A program and defines
maj or medi cal benefits in order to capture a broader degree of
peopl e. Representative Rokeberg directed attention to the
Di vision of Insurance's March 13, 2002, docunent entitled, "CSHB
290 (Version J) Analysis of Change in Assessnent Fornula.”

Number 0233

KATI E CAMPBELL, Actuary L/H, D vision of Insurance, Departnent
of Community & Economic Developnment (DCED), testified via
t el econf erence. Ms. Canpbell explained that Version J does a
couple of things. As nentioned by the sponsor, the major change
is the change from a prem um base to a nunber of covered |ives
base. Version J also increases the nenbership of the ACH A
program to include any self-funded plans as allowed under
federal |aw. To the extent that plans can be accessed, those
plans would be nenbers of the ACH A program Al so, the
definition of major nedical was expanded a bit from what is in
current law. She pointed out that the March 13, 2002, docunent
fromthe division illustrates how the fornula woul d change. She
directed attention to page 4 of the docunment, which includes an
exanple of the inpact of the new fornmula for sonme of the
insurers and nenbers of ACH A This exanple utilizes data
captured in 2000. The caveat is that the infornmation is only as
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good as the information provided by the insurers. She poi nted
out that Premera Blue Cross is the largest insurer and currently
pays about 50 percent of the assessnent. If the fornula [base]
is changed to the nunber of covered lives, it's disbursed nore
broadly because the State of Alaska is covered under the ACH A
program and thus wll pick up a fairly large portion of the
assessnment, and therefore it's distributed nore broadly by the
i nsurers because of the |arger nunber of insured |lives conpared
to the premumthe insurer would wite.

REPRESENTATI VE ROKEBERG hi ghli ghted the change in the CS that's
related to the ability to nmake an assessnent against the stop
|l oss insurance that the self-insureds sonetines purchase; this
nmethod allows the risk to be spread through a |arger nunber of
peopl e. Representative Rokeberg inforned the commttee that the
State of Alaska isn't an ERISA group, the state didn't join
ACHI A because they becane self-insured. However, this
| egi sl ati on would bring the state back in.

Nunber 0524

VICE CHAIR HALCRO estimated that under [Version J] the State of
Al aska's contribution to ACHHA would anpbunt to $690, 000. He
inquired fromwhere that noney woul d cone.

REPRESENTATI VE ROKEBERG answered that it could conme from the
i ndi vi dual wunder the current |anguage of the I|egislation. He
announced that he has a proposed anmendnent if the conmttee
wi shes to change it such that the state would pick up that
portion.

VICE CHAIR HALCRO recalled concern that several of the |abor
organi zations, through collective bargaining, had the ability to
becone sel f-insured. He asked if including these self-insureds
woul d brush up agai nst coll ective bargai ni ng.

REPRESENTATI VE ROKEBERG replied that he didn't think so,
al t hough he noted that he isn't a |abor |aw expert. He inforned
the commttee that there are a snmall nunber of bargaining units
that were paying small prem um assessnents under [the current
formula], alnost 1 percent. Under the current draft, the state
woul d pay a baseline amount and the individuals would pay the
difference. Representative Rokeberg infornmed the commttee that
the calculation against the 260,000 Ilives anounts to
approximately $.86 a nonth per covered life, which he viewed as
a small amount to finance this inportant program
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REPRESENTATI VE ROKEBERG sai d:

And contrary to sone popular belief, even nenbers of
the State ... well not necessarily the State, but nost
other unions -- the State wouldn't apply because they
woul d always have our state coverage. But, in the
i nstance where other people that are comng in now,
all of them would have the opportunities to becone
ACH A nenbers if ... it was such that they could not
provide insurance in an affordable nmanner under their
exi sting contract.

REPRESENTATI VE ROKEBERG enphasi zed that there are benefits to
t hese people. Furthernore, he remnded the commttee that
w thout [ACHI A] the [state] would jeopardize its primacy under
the federal |aw because of the Health Insurance Portability and
Accountability Act (H PAA). Representative Rokeberg pointed out
that several other states have gone wth this nethod as a way to
cover the cost of the pool nore equitably. There have been
suggestions to use the permanent fund dividend (PFD) or other
tax methods to do this.

VICE CHAIR HALCRO inquired as to who will pay the $690, 000 that
the state will have to contribute to ACH A Is there any
problemw th what is being done with this |egislation, he asked.

Number 0857

BOB LOHR, Director, Division of Insurance, Department  of
Community & Econom c¢ Devel opnent, testified via tel econference.
M. Lohr answered that he didn't believe there is any problem
W th [ npl ement ati on] of this | egi sl ation, whi ch he
characterized as a good piece of |egislation. He related his
belief that the |egislation broadens the base of the assessnent
of the ACHH A program Wth regard to who pays, M. Lohr said
that ultimately the enpl oyee pays because typically an enpl oyer
for the state is going to pass the costs to the enployee, which
is the case with private insurance conpanies. He highlighted
that under the current situation, the cost is passed through to
private insurers only, which is why 1 percent is specified.
Therefore, a program such as enconpassed in HB 290 woul d broaden
the base of assessnent to lower it to the range of six-tenths of
a percent.

REPRESENTATI VE MEYER rel ated his understanding then that all the

enpl oyees at say Carr's Safeway wll pay nore into their plan
under this |egislation.
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MR. LOHR explained that such would only be the case if Carr's
chooses to use stop loss insurance as a conponent of their
strategy to control the risk of high cost health insurance for
i ndi viduals. Therefore, if the anbunt of clains in a given year
exceeded a certain threshold, then stop loss insurance would
kick in. Wthout the use of stop loss insurance, the entity
woul dn't be included. M. Lohr highlighted that this nethod has
been found perm ssi bl e under ERI SA.

REPRESENTATIVE MEYER said that he hoped [the [|egislation]
doesn't penalize one group in an effort to hel p another.

MR. LOHR responded that he didn't believe that to be the case.
He reiterated his belief that the legislation would broaden the
base of assessnment as far as is possible under federal law in
order to nore fairly distribute the burden of the uncovered
expenses of ACH A

REPRESENTATI VE CRAWFCORD infornmed the conmttee that one of the
| arge self-insured unions, which contend that this legislation
will double the cost of their stop loss insurance each year.
This particular union is considering dropping its stop |oss
insurance if this legislation passes, which would result in the
pool getting snaller.

MR. LOHR deferred to the nunmbers [provided] by Ms. Canpbell [in
the March 13, 2002, docunent].

Number 1130

JOHN GEORGE, Lobbyist, Anerican Famly Life Assurance Conpany
(AFLAC), began his testinmony by informng the conmttee that
AFLAC is a major underwiter of supplenental benefit insurance
pol i ci es. He explained that supplenental benefits offer very
narrow i nexpensive coverage. He announced AFLAC s support of
this 1egislation. The current fornmula for ACH A assessnents
assess insurance conpanies based on their entire prem um base,
not just the major nedical prem uns. The current definition
specifies that a Medicare supplenent policy is a nmgjor nedical
policy, and AFLAC wites four of those. The assessnments for
those are $25,000-$30,000 a year. M. George pointed out that
the burden of this social problem shouldn't be placed on the
backs of the enployees of small enployers, which is where it
falls because those are the folks who purchase major nedical
i nsur ance. M. George related that [AFLAC] believes spreading

HOUSE L& C COW TTEE -7- March 25, 2002



the costs of this social problemis fair and the right thing to
do.

MR, GEORCGE turned to the Division of Insurance's projections
that AFLAC wites 14,500 lives while AFLAC believes that 5,000
lives will fall under this definition. M. George expressed the
need to change the definition of "major nedical" to exclude the
limted benefit policies that AFLAC provides. He explained that
AFLAC s belief that its assessnment should be nuch l|ess than
$30,000 a year based on the four major nedical policies it
wites. M. George suggested that the definition of mjor
medi cal should return to the definition [that already exists].
It doesn't seem fair to pay [the sane as the nmjor nedical
policies] for those policies that aren't major nedical policies.
M. CGeorge concluded by saying that the concept of spreading the
burden across a much broader segnment and to include nore than
just small enployers and their enployees is |audable.

Number 1324

REPRESENTATI VE ROKEBERG pointed out that the D vision of
Insurance's estinmates predict that [under this |egislation]

AFLAC wi || pay substantially nore than it's now. Representative
Rokeberg said he wunderstood that AFLAC would |ike to change
that. Notw thstanding that, he asked, would AFLAC still support

the | egislation.

MR, CGEORCE clarified that the Division of Insurance was unable
to determne which policies were on an expense base and which
were on another base. M. Ceorge reiterated AFLAC s belief that

there are about 5,000 policies. Still, overall the bill has
positive effects. He announced that AFLAC would offer 100
percent support if the definition of [major nmedical] was changed
to its [existing] definition. In further response to

Representati ve Rokeberg, M. CGeorge said that going to a base of
covered lives is the nost fair way to address this.

REPRESENTATI VE ROKEBERG noted his disappointnent that there are
only 260,000 [covered |ives].

Number 1419

DON EHTERI DGE, Lobbyist, Alaska State Anerican Federation of
Labor and Congress of Industrial Organi zations (AFL-CI O,

informed the commttee that the AFL-CIO s trustees still oppose
this legislation because nost of them view it as an additional
cost on their nenbers. In fact, if it is an expense that is
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passed through to the nenbers, the public enployee groups wll
renegotiate the issue. Al though the organization is fully
supportive of the idea, the organization believes the costs
should be spread to everyone in the state, not just to those
fortunate enough to have i nsurance.

REPRESENTATI VE ROKEBERG rel ated his understanding that the AFL-
ClO is synpathetic, but is concerned that there would be inpacts
to existing contracts as well as the future cost to the
menber shi p.

MR. ETHERI DGE replied yes.

REPRESENTATI VE ROKEBERG surmised then that the AFL-CIO would
suggest | ooking to the general fund or general taxation rather
t han have a prem umor covered |lives assessnent.

MR. ETHERI DGE replied yes. He nentioned that even $1 could be
taken from everyone's PFD in order that everyone pays, including
t hose t hat aren't i nsur ed. I n further response to
Representati ve Rokeberg, M. Etheridge confirnmed that AFL-ClI O s
board recognizes that perhaps one or two of the nenbers nay
benefit from this pool. However, the AFL-CIO s nenbership wl|
be covered by the plans that it has now.

REPRESENTATI VE ROKEBERG noted his di sappointnent that organized
| abor has taken this position.

VICE CHAIR HALCRO, determning that there was no one else to
testify, closed public testinony.

REPRESENTATI VE ROKEBERG noted that the conmmttee packet includes
two anendnments.

Nunber 1592

REPRESENTATI VE ROKEBERG noved that the conmttee adopt Anendnent
J.2 [22-LS1150\J. 2, Ford, 3/22/02], which reads as follows:

Page 1, line 2, follow ng "Association":
Insert "; and providing for an effective date"

Page 4, following line 12:
I nsert new bill sections to read:
"* Sec. 9. The uncodified law of the State of
Al aska is anended by addi ng a new section to read:
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TRANSI TI ON. (a) Until January 1, 2003, the
Conmprehensive Health Insurance Association shal
determ ne nenber assessnents under AS 21.55.220(c) as
that provision existed before the effective date of

this Act.
(b) Not wi t hst andi ng AS 21.55.220(f), enacted by
sec. 6 of this Act, information required to be

reported under AS 21.55.220(f), enacted by sec. 6 of
this Act, nust initially be reported to the director
of insurance by Septenber 30, 2002.

* Sec. 10. The wuncodified law of the State of
Al aska i s anended by addi ng a new section to read:
TRANSI TI ON: REGULATI ONS. The director of

i nsurance may i medi ately proceed to adopt regulations
necessary to inplenent the changes nmade by this Act.
The regul ati ons t ake ef f ect under AS 44.62
(Adm ni strative Procedure Act), but not before the
effective date of the statutory change.

* Sec. 11. This Act takes effect immedi ately under
AS 01.10.070(c)."

The conmittee took an at-ease from3:50 p.m to 3:54 p.m
REPRESENTATI VE CRAWFORD obj ect ed.

REPRESENTATI VE ROKEBERG expl ai ned that the amendnent establishes
a transition period and requires that all the reporting required
by this nmust report to the director of the Division of |Insurance
by Septenber 30, 2002, in order to determ ne the correct anount
of covered lives. He noted that the current nandatory insurance
reports have deadlines in April.

REPRESENTATI VE CRAWFORD wi t hdrew hi s obj ecti on.
There bei ng no objection, Amendnent J.2 was adopt ed.

REPRESENTATI VE ROKEBERG turned attention to Amendnent J.1 [22-
LS1150\J. 1, Ford, 3/22/02]. He explained that under the current
draft enployees would pay about $.96 a nmonth or potentially $2
per famly a nonth. Amendnment J.1 would result in the state
"eating it" [paying it] and thus those costs are shifted to the
general fund. This anendnent would create a fiscal note.

Nunmber 1708

REPRESENTATI VE ROKEBERG noved that the conmttee adopt Anendnent
J.1, which reads as foll ows:
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Page 4, following line 12:
Insert new bill sections to read:
"* Sec. 9. AS 39.30.095(b) is anended to read:
(b) After obtaining the advice of an actuary, the

comm ssioner of admnistration shall determne the
anount necessary to provi de benefits under
AS 39.30.090, 39.30.091, and 39.30.160 and, subject to
(e) and (g) of this section, shall set the rate of
enpl oyer contribution and enployee contribution, if
any. Wth noney in the fund, the commi ssioner of
adm nistration shall pay prem uns, cl ai ns, and

adm nistrative costs required wunder the insurance
policies in effect under AS 39.30.090 and 39.30.160,
or required wunder self-insurance arrangenents in
ef fect under AS 39. 30.091.

* Sec. 10. AS 39.30.095(e) is anended to read:

(e) Notwi thstanding (b) of this section and
subject to (g) of this section, the rate of enployer
contribution to provide hospital, surgical, dental
audi ovisual, and other nedical care benefits under
AS 39.30.091 is $515 nmonthly beginning July 1, 2000;
$575 nmonthly beginning July 1, 2001; and $630 nonthly
beginning July 1, 2002, for the follow ng enployees
and officials:

(1) enpl oyees in the executive branch of
the state governnent, including the governor and
| i eutenant governor, who are not nenbers of a
collective bargaining wunit established wunder the
authority of AS 23.40. 070 - 23.40. 260 (Public
Enpl oynment Rel ations Act);

(2) officials and enployees of t he
| egi sl ative branch of state governnent under AS 24,

(3) enpl oyees in the judicial branch of
state governnent, including magistrates and other
judicial officers, who are not nenbers of a collective
bargaining unit established under AS 23.40.070 -
23.40. 260 (Public Enploynment Rel ations Act).

* Sec. 11. AS 39.30.095 is anended by adding a new
subsection to read:
(9) In setting the rate of «contribution by an
enpl oyer and enployee wunder (b) and (e) of this
section, the comm ssioner may increase the anount of
the enployer contribution under (e) of this section
and may exceed the anount set in that subsection, but
may  not increase the anount of the enpl oyee
contribution if the anpbunt necessary to provide
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benefits under AS 39.30.090 and 39.30.160, or for a
sel f-insurance ar r angenent under AS 39. 30. 091,
increases as a result of an assessnent against the
state as a nmenber of the Conprehensive Health
| nsurance Associ ati on under AS 21.55.220."

REPRESENTATI VE MEYER obj ect ed.

REPRESENTATI VE ROKEBERG reiterated that Amendnent J.1 would be
paid by the state rather than the individual enployee.

REPRESENTATI VE CRAWFORD related his belief that the |egislation
attenpts to bring in everyone.

REPRESENTATI VE ROKEBERG cl arified that Amendnent J.1 speaks only
to the state [enployees]. He pointed out that the |egislature
can establish the terns and conditions of the health program
established by the state governnent. This decision would be
made by a private enpl oyer as well.

VICE CHAIR HALCRO surmsed that Amendnment J.1 would include
those who aren't covered by collective bargaining, nenbers of
t he executive, legislative, and executive branches.

Number 1789

REPRESENTATI VE CRAWFCORD specified that his concern is in regard
to the self-insureds who have already bargained for a contract
and al ready receive a set anount fromthe enpl oyers.

REPRESENTATI VE ROKEBERG suspected that those enployers would
have to pay for [the increase] until the end of the contract.

REPRESENTATI VE CRAWORD predicted that all the enployers he
deals with wll say that they bargained for an established
anount per hour and that's all they wll pay. Therefore, he
predicted that it would cone out of the pool of premuns that
are available. He said he wasn't sure how [the nopney] could be
obtained fromthe enployers until the end of the contract.

REPRESENTATI VE ROKEBERG renarked, "W'd pass a law and they
woul d have to pay." He said he didn't think the enployers could
assess the enployees if in a sharing basis under an existing
contract.

REPRESENTATI VE CRAWORD asked if Representative Rokeberg was
going to anend the | anguage in order to assess the enployers.
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REPRESENTATI VE ROKEBERG reiterated that Amendnment J.1 does that
for the State of Al aska, which is the only group the |egislature
can legally control.

REPRESENTATI VE CRAWFORD surm sed then that the legislature can't
assess enployers through l|egislation, other than the State of
Al aska.

REPRESENTATI VE ROKEBERG di sagreed and said that is what is being
done [with this legislation]. However, whether to pass the cost
on to enployees is the decision of the enployer, he suspected.

REPRESENTATI VE CRAWORD expressed the need to know how that
woul d be handl ed because if an enployer has a contract then the
enployer is only liable for that until the end of the contract.

REPRESENTATI VE ROKEBERG speci fi ed, "He's i abl e to hi s
enpl oyees, but not to the State of Alaska if we pass this bill."

Nunber 1891

REPRESENTATI VE MEYER related his view that this is a direct cost
of doing business. He posed a situation in which the owner of a
rental car business decides to pass on the increased cost in
i nsurance to the consunmer via increased rental costs.

REPRESENTATI VE ROKEBERG agreed wth Representative Meyer's
anal ysi s.

REPRESENTATI VE MEYER renarked that Representative Rokeberg has
been opposed to such in the past.

REPRESENTATI VE ROKEBERG said that unless the funding source for
ACHI A is changed, the entire programis going to be jeopardized.

REPRESENTATIVE MEYER inquired as to the fiscal note were
Amendnent J. 1 to pass.

REPRESENTATI VE ROKEBERG estimated that the fiscal note would
amount to $690, 000 per the Division of I|nsurance, which assunes
inclusion of all the retirees.

REPRESENTATI VE MEYER said he could appreciate Representative

Rokeberg protecting the state nenbership. However , he
questi oned why ot her nenbershi ps shouldn't be protected as well.

HOUSE L& C COW TTEE -13- March 25, 2002



REPRESENTATI VE ROKEBERG rel ated that the legislature's arm only
extends so far.

Nunmber 2006

A roll call vote was taken. Representatives Kott, Rokeberg,
Hayes, and Halcro voted for the adoption of Amendnent J.1.
Representatives Meyer and Crawford voted agai nst the adoption of
Amendnent  J. 1. Therefore, Amendnent J.1 was adopted by a vote
of 4:1.

REPRESENTATI VE HAYES requested an explanation in regard to what
t he amendnents actually acconplish

REPRESENTATI VE ROKEBERG expl ai ned that the amendnents provide a
transition period and shift the cost of this to the state
adm nistration versus to the state enployees. He noted that
this legislation wll probably receive a fiscal note now
Represent ati ve Rokeberg enphasized that he introduced the bill
to generate discussion with regard to the needs of ACH A and
what needs to be done in Alaska [in order] to ensure that Al aska
has an insurance program that works in this state. Wt hout an
insurer of last resort many won't have i nsurance. He stressed
that the federal governnent requires that Al aska have sone sort
of single-payer type system like ACH A and wthout such a
program the state would |l ose prinmacy in the regulation of health
insurance in the state. In conclusion, Representative Rokeberg
asked for the conmttee's support of the bill

REPRESENTATI VE HAYES infornmed the committee that he may have a
conflict [of interest] because his conpany nay be inpacted by
this | egislation.

Nunber 2137
REPRESENTATI VE CRAWORD appl auded Representative Rokeberg for

attenpting to do this, which he believes needs to be done.
However, there are a nunber of enployers who choose not to

provide insurance and who wll not be inpacted by this
| egi sl ati on. Representative Crawford expressed the need to
bring in those enployers who aren't providing insurance. Wth

regard to contracts already in effect, Representative Crawford
said he didn't see how any extra charge could be passed [on to
anyone] until the end of the contract. Therefore, he predicted
this would be an area waiting for |awsuits. He questioned how
t hi ngs woul d proceed when there is an existing contract.

HOUSE L& C COW TTEE -14- March 25, 2002



REPRESENTATI VE MEYER echoed Representative Crawford's sentinents
with regard to Representative Rokeberg's work on this mtter.
He suggested that perhaps the sinplest way to deal with this is
to withdraw $1 from each individual's PFD. Representative Myer
poi nted out that businesses have been hit hard this year with an
increase in the mninmum wage and unenpl oynent conpensati on. He

expressed concern that enployers will be reluctant to pass this
cost on to their enployees and thus will pass the cost on to the
consuners. Therefore, there is the potential to raise the cost
of goods in the state. He reiterated that he applauded

Representative Rokeberg's efforts, but nmentioned that [this
| egi sl ation] doesn't seemto be the appropriate vehicle.

VICE CHAIR HALCRO remarked, "W're treading on sone very
dangerous ground here." He pointed out that |[|abor wunions,
through collective bargaining, have been given permssion to
self-insure and [through this legislation] the state is going to
beconme involved in their policy. Furt hernore, adoption of
Amendnment  J.1 basically exenpted the legislature and its
enpl oyees, the executive branch, and the judicial branch from
paying this out of their own checks and thus the state will have
to come up with $690, 000.

The committee took a brief at-ease at 4:11 p.m in order to
return the gavel to Chair Mirkowski .

Number 2319

REPRESENTATI VE HALCRO noved to report CSHB 290, Version 22-
LS1150\J, Ford, 2/28/02, as anended out of comittee wth
i ndi vidual recomendations and the acconpanying fiscal note.
There being no objection, CSHB 290(L&C) was reported from the
House Labor and Conmerce Standing Committee.

HB 504- WAGES FOR WORKERS | N FI SHERI ES

TAPE 02-43, SIDE B

CHAI R MURKOWSKI announced that the next order of business would
be HOUSE BILL NO 504, "An Act relating to the wages of people
working in the fisheries business.”

REPRESENTATI VE KOIT, Chair, House Rules Standing Conmttee,
Al aska State Legislature, testified as the sponsor of HB 504

He informed the commttee that the packet should include a
commttee substitute (CS) for the commttee' s consideration.
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Nunber 2272

REPRESENTATI VE MEYER noved to adopt Version 22-LS1595\L, Craver,
3/ 25/ 02, as the working docunent. There being no objection,
Version L was before the committee.

REPRESENTATI VE KOTT recalled his remarks at a neeting regarding
an increase in mnimm wages for all Al askans. He recalled
specifying that increasing the mninmum wages for all Al askans
woul d harm the fishing industry, primarily the processors. This
| egislation attenpts to provide processors the ability to reduce
the m ni mum wage equal to a fair value associated with room and
board. Representative Kott directed attention to AS 23.10. 055,
whi ch houses a nunber of exenptions that don't include [the
fishing industry], which he estimated to be an oversight.
Representative Kott enphasized that this |legislation doesn't
seek conplete exenption from the [Al aska Wage and Hour Act],
rather it attenpts to carve out a small niche for the seafood
processing industry. Representative Kott informed the commttee
that when the original statute was passed the departnent was
allowed to adjust the m nimum wage, although it was never done.
In the current state of affairs for the fishing industry, this
matter needs to be addressed.

CHAI R MJURKOWABKI related her wunderstanding that although other
industries provide room and board, this legislation doesn't
intend to expand this [mninmum wage adjustnent] to other
i ndustri es.

REPRESENTATI VE KOTT agreed that there is no intent to expand
this beyond the fishing industry. He pointed out that other
industries that provide room and board, such as mning and
| oggi ng, often pay well above the m ninum wage. Furt her nore,
there is a provision in regulation that allows the [enployer] to
approach the departnent in order to adjust the wage for the food
and |odging, although that wage can't fall below the mninum
wage.

Nunmber 2056

LI NDA SYLVESTER, Staff to Representative Kott, Alaska State
Legislature, testified on behalf of the sponsor, the House Rul es
Standing Conmttee. M. Sylvester explained that Version L adds
a new section to the Al aska Wage and Hour Act. However, it
doesn't tanper with AS 23.10.085. Ms. Sylvester pointed out
that when the Fair Labor Standards Act was enacted it included
an exenption for fishery processor workers. However, the Al aska
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Hour and Wage Act in 1959 didn't include the aforenentioned
exenption. There doesn't seem to be any indication that there
was an intention to exenpt the rural areas.

MS. SYLVESTER directed attention to AS 23.10.085(c), which reads
as follows: "(c) The regulations may permt deductions by an
enpl oyer from the m ni num wage applicable under AS 23.10.050 -
23.10. 150 to enpl oyees for the reasonable cost, as determ ned by
the director on an occupation basis, of furnishing board or
|l odging if board or lodging is customarily furnished by the

enpl oyer and wused by the enployee.” This | anguage cones
directly from the federal Fair Labor Standards Act. The
enabling regul ati ons, 8 AAC 15.160, which says "(a) AS 23.10.085
(c) does not |imt the right of an enployer and enployee to
enter into a witten agreenent to provide for deductions of
nonetary obligations of an enployee.” Furthernore, 8 AAC

15.160(a) specifies that [an enployer] can't negotiate a wage
that falls below the mninum wage. Moreover, 8 AAC 15.160(d)
specifies the foll ow ng:

(d) Nothing in (a) of this section prohibits
deductions from earnings, based on a witten
agreenent, to reinburse an enployer for the reasonable
cost of furnishing board and | odging, if

(1) alternative public board and | odgi ng
facilities are accessible to the worksite and the
enpl oyee has declined to use such facilities;

(2) the board and lodging facilities of the
enpl oyer are customarily furnished by the enployer and
used by the enpl oyees; and

(3) the cost to the enployee for the use of the
enpl oyer's board and lodging facilities, is reasonable
and wi thout profit to the enpl oyer.

M5. SYLVESTER continued by pointing out that 8 AAC 15.160(f)
specifies that the director wll make the determ nation
regarding the cost of board and lodging based on 29 CF. R
531.3-531.5 and 531.29-531. 35, which provide the definitions of
all the ternms in the [related] statutes and regulations. Ms.
Sylvester informed the <conmttee that the departnent s
unwilling to renmove 8 AAC 15.160(g) (1) because without it there
is no indication that the enployee has voluntarily accepted the
room and board as an adjustnment to their wage. She then turned
attention to Title 29, Chapter 8, Sec. 203(m [Section 3(m] and
pointed out that it speaks very generally with regard to how the
fair value [for the room and board] is determ ned. She
interpreted the intent of the Fair Labor and Standards Act and
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the Alaska Hour and Wage Act as to allow an enployer who
provi des room and | odging to consider a fair value for that room
and board [and factor it in] the wage paid. However, with the
pendi ng increase in the mninum wage, the seafood processors are
unable to absorb the costs of room and board. This |egislation
attenpts to correct the inability of some rural processors to
factor in the costs of room and board.

REPRESENTATIVE KOIT clarified t hat this | egi sl ation IS
i ndependent of the legislation increasing the mninmm wage.
Regardl ess of the outcone of the m ninum wage, the [processors]
are in a depressed situation.

MS. SYLVESTER noted that during the work on the m ninum wage,
she received many phone calls requesting exenptions. Oten it
seened that there was nothing to offer. However, this situation
with the [processing industry] is unique because this industry
has been part of Alaska's fabric since before the turn of the
Twentieth Century, not to nention that this industry was
factored in wth the federal regulations. Recently, the
industry was precluded and in the current environnent, the
industry needs the statutes to return to the original intent
that allowed these renote processors to operate under their
uni que situations. In closing, M. Sylvester pointed out that
enpl oyees of the processing industry are akin to mgratory
wor kers, both of which don't require nuch education or training.
These positions can be filled with individuals off the street
while offering practical [enploynent].

CHAIR MJRKOAMBKI noted the hour and announced that HB 443
woul dn't be taken up today.

Number 1490

STEPHANI E MADSEN, Vice President, Pacific Seafood Processors
Association, informed the conmittee that the Pacific Seafood
Processors Association has been in existence since 1914. Thi s
associ ation represents shore-side throughout the state as well
as three nother ship operations in the Bering Sea. Ms. Madsen
stated the association's support for this |legislation, which she
characterized as critical for the seafood processing industry.
Ms. Madsen pointed out that the European wunion has very
stringent inport requirenents, and those requirenents have

increased as has their concern for food safety. The European
union is one of the largest markets for canned sal non. As of
Decenber 1, 2003, [the processors] wll no longer be able to
fill cans that they currently owmn. Fromthat point in tinme, the
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can coating wll have to be changed. Furthernore, since the
Septenber 11, 2002, tragedy, food has been of particular
interest with regard to ensuring that it's tanper proof.
Therefore, the Food and Drug Adm nistration (FDA) has provided
| engt hy gui dance docunents with regard to educating enployees
and ensuring that products are tanper proof. Along wth the
af orenentioned, the industry is trying to adapt to a gl obal
mar ket, which neans that [Al aska] needs to be cost-conpetitive.
Every increnent that is added to the cost is an increnent that
prevents the industry from being a cost-conpetitive producer in
the global market place. Ms. Madsen stressed that this
[inability to reduce wages based on the room and board that's
provi ded] does place the industry over the edge. The cumul ative
effect is disastrous for the industry. This legislation nerely
offers an expansion of what is already authorized. She poi nted
out that there are sone seafood processors that Ilived in
communities with facilities that are accessible to the work site
and have traditionally charged enpl oyees for room and board, as
determ ned by the departnent. Those processors typically pay
hi gher than the m nimum wage and thus were able to deduct that
room and board from the wage. However, the situation has
drastically changed and the industry is faced with trying to
internalize increased costs. She expressed hope that there
would be consideration for those renote operators who have
historically provided room and board by allow ng the deduction
for the room and board even if it falls below the m nimum hourly
rate and the overtinme |evel. Ms. Madsen highlighted that there
are two tests: the mninum wage hourly rate and overtinme. She
mentioned the costs associated with transportation, and pointed
out that transportation costs can be deducted if the wage

doesn't fall below the mninmm wage requirenent. Ms. Madsen
noted that the commttee packet should include a letter from
Trident Seafoods. 1In closing, Ms. Madsen infornmed the commttee

that [seafood] is the state's nunber one export and [the seafood
processing industry] is the largest private enployer in the
state and the second | argest taxpayer in the state.

Nunber 1232

REPRESENTATI VE HAYES inquired as to who would determ ne what
woul d be considered the reasonabl e cost or fair nmarket val ue.

M5. MADSEN deferred to the conm ssioner of the Departnent of

Labor & Workforce Devel opnent. She pointed out that AS
23.10.085 directs the division director to have oversight on
[determ ning the reasonable cost or fair market value]. She

related her understanding that the current practices involve
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either producing a detailed analysis of the conpany's costs,
which would be reviewed by the departnment, or wutilizing the
standard federal allowance of $10 a day. Customarily, the
seaf ood processors have chosen a reasonabl e standard approved by
the departnent, and that standard ranges from $12-$15 a day.

M5. MADSEN, in response to Representative Myer, answered that
traditionally the enployer provides room and board. She
mentioned that services such as laundry are also offered by the
processor. She explained that if a seafood processor has public
facilities accessible to the wirk site and those seafood
processors nake a deduction on their enployee's room and board,
then those processors have the option to live in conmpany housing
or find alternative housing. The difficulty is in the places
where no public facilities are accessible. In further response
to Representative Meyer, M. Madsen agreed that |egislation such
as this is inportant in order to be conpetitive in today's
seaf ood nmarket. She stressed that the seafood industry is in
conpetition with seafood from around the world as well as every
ot her protein source.

Nunmber 0938

REPRESENTATI VE CRAWFORD surmised that the seafood industry is
also in conpetition with other industries for workers. He asked
if the industry felt that it [could conpete] for workers if say
$15 a day was withdrawn for room and board. He also inquired as
to whether workers have to pay for their room and board on days
when there is no work.

M5. MADSEN highlighted that the market drives what is paid. She
noted that Alaska conpetes with Wshington and California as
well as with other processors. Therefore, M. Madsen inforned
the commttee that [seafood processors] are nervous about
chargi ng enployees for sonething that has been received in the

past . She noted that those enployees at the mninum wage are
entry level enployees and thus can becone enployed with no
education or work experience. She reiterated that the narket

woul d drive the wage and what can reasonably be deducted.

REPRESENTATI VE CRAWFCORD asked if it would be better to have a
| evel playing field rather than having one [conpany in a
particul ar area] deduct nore than anot her.

M5. MADSEN agreed that it would be nice to have a level playing

field, although it probably isn't practical because of price
di fferences.
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CHAI R MURKOWBKI restated Representative Crawford' s question wth
regard to whet her an enpl oyee woul d be charged room and board on
days in which the enpl oyee has no work.

M5. MADSEN related her belief that this situation currently
exists and probably varies from plant to plant. Ms. Madsen
informed the commttee that seafood processors often use the
room and board deduction as an incentive for enployees to
conplete their contract. When such an incentive is offered,
upon conpletion of a contract an enployee's room and board
deduction is reinbursed. This type of information would be in
t he agreenent signed by the enployee prior to going to work.

CHAIR MJURKOWSKI nentioned horror stories she has heard wth
regard to enployees who don't speak English well and because of
room board, and transportation charges end up owing the

conpany.

M5. MADSEN clarified that such situations probably occur on a
catcher processor because those enpl oyees are paid by crew share
and thus an enployee could end up owi ng the boat. Ms. Madsen
mentioned that it's in the enployer's best interest to keep the
enpl oyee working and thus [plants] often have enpl oyees painting
or doing various other "work™ when no fish are com ng through
t he pl ant.

Number 0552

ED FLANAGAN, Comm ssioner, Departnent of Labor & W rkforce
Devel opnent (DLVD) , announced the departnent's strenuous
opposition to HB 504. Comm ssi oner Flanagan submtted that the
| anguage [in statute and regulation] was witten such that
seaf ood processing enpl oyees were covered by the Al aska Wage and
Hour Act, including overtinme and m ni num wage. The excl usions
were for the piece-work or crew share exenptions. Comm ssi oner
Fl anagan said that he found the discussion with regard to the
definitions found in the Federal Labor Standards Act irrelevant.
The statute allows [the departnent], absent regulation or
statute, to utilize definitions and determ nations found in the
Federal Labor Standards Act. To say that the state can't differ
from the Federal Labor Standards Act is incorrect. Conmi ssioner
Fl anagan turned to the 1959 legislation that clearly specifies
that the departnment "may" develop regulations to allow for sone
deduct i ons. Hi storically, the department practice has been not
to allow the [room and board] deduction for renote site
enpl oyers where the housing is provided for the conveni ence of
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the enployer. The regulation basically codified the practice in
1985.

COW SSI ONER FLANAGAN sai d:

| find it a little chilling to talk about the place of

certain people or workers and what they're here for

... -- basically to be guest workers or sonething.

"Il push the envelope as far as anybody on trying to
use every legal neans to give preference to Al askan
wor ker s. But once workers are in our state and
wor king, we don't distinguish between them on the
protections they're entitled to wunder state |aw,

i ncl udi ng m ni nrum wage.

COWM SSI ONER FLANAGAN refuted the notion provided in the sponsor
statenent with regard to college students working in canneries.
Comm ssi oner Fl anagan highlighted the work that has been done to
encourage Alaskan hire in this industry. He inforned the
commttee that Alaskan enploynment in this industry has risen
from 24 percent of workers in 1995 to 30 percent [in 2002]. The
wages |[paid to Alaskans] have risen from 36 percent to 45
percent. Comm ssi oner Fl anagan expressed enpathy for the
industry and the challenges it faces. However, there wll be
canneries that won't operate this year and that doesn't have
anything to do wth the mninm wage. Comm ssi oner Fl anagan
pointed out that those workers receiving close to the mninum
wage don't benefit when the prices are good, although the
fisherman, the processor, and the | ocal comunity does.
Comm ssi oner Flanagan related that these workers are naking 25
percent less in real dollars than they were 15 years ago. "To

have the brunt of the hardship that the industry is facing
be borne by the |lowwage workers, | think, is unconscionable,"”
he sai d.

COWM SSI ONER FLANAGAN related his belief that the lack of an
effective date was inadvertent because if this passes next
nonth, it would take effect four to six nonths before there is a
m ni rum wage increase, if there is one. Therefore, an enployer
could utilize this [legislation before the mninmm wage

i ncrease] . Conmm ssioner Flanagan charged that [were this
exenption granted] other industries would line up to receive an
exenption from the onerous m ninmum wage. Wth regard to the

anenities of laundry, television, and overtinme, Comm ssioner
Fl anagan stressed that these workers are working 80 hours a
week. Therefore, these workers receiving mninum wage may have
a little tine to eat, sleep, watch a little television, and do
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| aundry -- all for the sumof $715 a week with the increase. He
di scussed the difference in the canps from subsistence |evel
housing to the year round facilities.

TAPE 02-44, SIDE A

COW SSI ONER FLANAGAN discussed the "recruitnent crunches”
during which the canps offer to pay transportation and as the
recrui tment beconmes nore difficult paynent for things such as
room and board are offered as incentives. He noted that the
processors [near cities] usually pay higher wages than those in
the renote sites paying near the mninum wage. To start
excluding people before the mninmum wage is even raised, is
[ i nappropriate], he rel ated.

Number 0179

REPRESENTATI VE KOTT asked if Comm ssioner Flanagan was fam liar
with the "Davis brothers case" [Davis Brothers, Inc., a Ceorgia
Corp Plaintiff/Appellant v. Raynond Donovan, Secty of Labor, et
al.], a federal case in which the courts held it reasonabl e that
enpl oyers coul d deduct board [from an enpl oyee's wage].

COWM SSI ONER FLANAGAN answered that he believes that such is
al l oned under federal |aw, although he said he wasn't famliar
wi th the case.

REPRESENTATI VE KOIT said that this legislation, to a large
extent, mrrors what is in federal |[aw Representative Kott
turned to the statute passed in 1959 in which the l|egislature
specified that the regulations to be pronulgated may permt
deductions. He expressed confusion with regard to why [in 8 AAC
15.160] (d)(1) was included when it was specifically [left out]
of the statute.

COWM SSI ONER  FLANAGAN related his understanding that the
departnent, through 26 years, had chosen not to pronulgate
regul ati ons. Rat her, the departnment had a policy that it would
recogni ze deductions, but not in renote sites. Cearly [8 AAC
15.160] (d)(1) differentiates between a renote site and one
where alternative housing is avail able. Commi ssi oner Fl anagan
indicated that this my have been a situation in which a
regul ation was based on policy, and therefore the regulation
codified the policy. The statute is permssive in regard to
whi ch regul ations the departnment could promul gate. "We're just
being consistent with interpretation,” he said. Wth regard to
differences between the federal and state |aw, Conmm ssioner
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Fl anagan said that Al aska's |level of renote enploynent makes it
entirely appropriate for the state to have different standards
than the federal governnent.

REPRESENTATI VE KOIT agreed that the statute is perm ssive.
However, he said he believes that the legislature's intent was
noving in the opposite direction. Representative Kott asked if
the departnent has the ability to enter the non-renpte sites and
make adj ust nents.

COWMM SSI ONER FLANAGAN deferred to Richard Mastriano, Director,
Division of Labor Standards & Safety, DLWD, wth regard to
enf or cenent . However, he noted that depending upon the wages
paid, the fees may be nom nal enough that m ninum wage isn't an
i ssue.

CHAI R MURKOWBKI announced her intention to hold HB 504 and bring
it back before the commttee on Wdnesday, March 27, 2002.

ADJ OQURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
5:10 p. m
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