HOUSE FI NANCE COWM TTEE
May 05, 2003
9:16 A M
TAPE HFC 03 — 76, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 9:16 A M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze
Representative Ji m Wi taker

VEMBERS ABSENT

Representative Ri chard Foster

ALSO PRESENT

Representati ve Harry Cr awf or d; Randy Ruar o, Staff,
Representative Bill WIIlians; Josh  Appl ebee, Staff,
Representative Tom Anderson; Geg O Caray, Comm ssioner,
Department  of Labor and Workforce Devel opnent; G ay
Mtchell, D rector, D vision of Labor Standards and Safety,
Depart ment of Labor and Workf orce Devel opnent

PRESENT VI A TELECONFERENCE

None
SUMVARY

HB 155 An Act relating to the submssion of payroll
information by contractors and subcontractors
perform ng work on a public construction contract;
and providing for an effective date.

CS HB 155 (FIN) was reported out of Commttee with
"individual recommendations” and with a new fi scal
note by the Departnent of Labor and Wrk Force
Devel opnent .
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HB 216 An Act relating to nunicipal taxation of refined
fuel products.

HB 216 was HEARD and HELD in Committee for further
consi derati on.

#HB155
HOUSE BILL NO. 155

An  Act relating to the submssion of payr ol |
i nformation by contractors and subcontractors
performng work on a public construction contract; and
providing for an effective date.

Co-Chair Harris MOVED to ADOPT work draft #23-GH1119\S,
Craver, 5/1/03, as the version of the bill before the
Comm ttee. There being NO OBJECTION, it was adopt ed.

GREG O CLARAY, COW SSI ONER, DEPARTMENT OF LABOR AND
WORKFORCE  DEVELOPMENT, provided an overview of t he
di fferences between the bills. He pointed out that the only
change had been made to Page 2, Line 26, and that section
was deleted. It addressed “lease hold inprovenents” and was
controversi al

GRAY M TCHELL, DI RECTOR, DI VISION OF LABOR STANDARDS AND
SAFETY, DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT,
offered to answer questions regarding the fiscal note.

Co-Chair Harris noted that the bill would raise revenue for
the State, however, he asked if it would be costing the
State nore noney for those contracts.

Comm ssioner O Claray replied that was correct. There would
be a small increase in costs to cover those contract costs.
Prior to the bill, the State was “eating” that cost through
the general fund budget. He thought that it amounted to
about 1% of the contract price. It will be a “pure revenue
generator” and in the Mirkowski Adm nistration term nol ogy,
it acts as a “user fee”. Prior to this time, the Departnent
had not been charging contractors for investigation and
conpliance of the certified payroll for the mninmm wage
rate. The legislation has those that use the service pay
for the services.

Co-Chair Harris pointed out that the bill places a user fee
on contractors. He questioned if any of those funds would
be available for further training and/or retraining
di spl aced workers. Comm ssioner O Claray replied there was
no noney allocated for that concern. The Admnistration is
not “warm and fuzzy” about program receipt authority. He
referenced other special funds such as the Wrker's Conp
Saf ety Fund.
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Representative Croft asked which fiscal note woul d acconpany
the bill.

Comm ssioner O O aray responded that the correct fiscal note
indicates a $2.5 nmillion dollar change in revenue with a

t ot al gener al fund source of $53.9 dol l ars for
reclassification of a position within that Departnent, who
will receive the on-line and hard copy certified payroll.

He added that the position wuld be changed to an
accounting-tech position.

Representative Witaker referenced the fiscal note in the
amount of $2.5 nmillion general fund dollars generated per
year. He asked if that fee would be paid by contractors or
through the State contracts. He accessed that through the
preparation of the bids, each contractor would include that
cost and woul d be essentially charging the State nore noney.

Comm ssioner O O aray advi sed that the noney would cone from
a larger “pot”. There is a cap on each of the fees with no
nore than $5,000 per public contract. Representati ve
Whitaker inquired if the federal dollar anount would be
reduced for the charges. He requested further explanation.

Comm ssioner O Claray addressed the “relativity” of that
anount . He used the exanple of building a road, a project
in the amount of a $20 mllion dollars, and then adding the
$5,000 fee to that job. Prior to the proposed |egislation,
the Legislature was funding positions, which were being used
to investigate and enforce Title 36 |aws. That noney was
comng directly from the general fund. Through the
| egi sl ation, t hose f unds woul d cone from federal
construction dollars.

Co-Chair Harris inquired what the $2.5 million dollars was
intended to be used for. Comm ssioner O Claray explained
that it was his plan to replace the entire general fund
budget for the Division of Labor Standards and Safety and
that amount woul d adequately cover those costs. However ,
the Governor has submtted several user fees and position
revenue generating legislation and that HB 155 was i ncl uded
in those pieces.

Representative Croft MOED to ADOPT Anendnent #1, #23-
GH1119\S. 1, Craver, 5/5/03. (Copy on File).

Co-Chair WIlianms OBIJECTED.

Representative Croft acknow edged that there had been “good
work done” dividing up responsibilities of the general
contractors and the sub contractors. The way current
| anguage reads, the Departnent could wthhold an anount
sufficient to pay what needs to conpensate for enforcenent.
If a one-sub contractor was underpaying their worker, the
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difference would be the “hamer that you have”, in
opposition stating that they had not properly filed or paid.
Then the entire paynent could be wthheld until that was
remedi ed. Representative Croft stated that the entire
paynment should be subject but rather that he would like to
see them have the right to wthhold against the prine.
Amendnent #1 addresses that concern.

Comm ssioner O Claray responded that the Departnent had
dealt wth the Associated Ceneral Contractors (AGQ)
regardi ng the conprom se. He indicated that the Departnent
woul d be nore confortable |eaving the |anguage as is. He
acknowl edged that an “aggressive approach to control would
happen” with sone of the changes proposed.

Aroll call vote was taken on the notion.

I N FAVOR: Croft, Joul e, Mses
OPPCSED: Stoltze, Whitaker, Chenault, Hawker, Meyer,
Wllians, Harris

Representative Foster was not present for the vote.
The MOTI ON FAI LED (3-7).

Representative Croft MOVED to ADOPT Anendnent #2. (Copy on
File).

Co-Chair WIliams OBIJECTED.

Representative Croft explained that the anendnent would
delete the definition of contractor, as there currently is
an adequate definition in statute. Additionally, it would
gi ve the Comm ssioner of the Departnment of Labor & Workforce
Devel opnent the authority to receive the noney as program
recei pts for running that Departnent. Representative Croft
acknowl edged that the Adm nistration does not |like the idea
of programreceipts, noting that he had spoken to the Cheryl
Frasca, O fice of Managenent and Budget, regarding a reform
of that idea. He added that those fees are as good as “any
other” to have as programreceipts.

Comm ssioner O Claray reiterated that under the direction of
the Ofice of Mnagenment and Budget and the Governor's
O fice, he would not support the anendnent.

Representati ve Croft reiterated t hat t he fee was
appropri ate.

Aroll call vote was taken on the notion.

I N FAVOR: Croft, Joule, Mses, Harris
OPPCSED: Wi t aker, Chenault, Hawker, Meyer, Stoltze,
WIIlians
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Representati ve Foster was not present for the vote.
The MOTI ON FAI LED (4-6).

Representative Wi taker referenced Page 2, Section 2, asking
how many primary contracts there had been per year, which
would apply to that section. Comm ssioner O d aray
responded around 1,000 contracts.

Representative Witaker commented that if there were that
many, how would the fiscal note work. M. Mtchell
explained that they had provided a five-year average wth
approximately 1,000 projects per year. The average val ue of
t hose projects was roughly $250, 000 per project and which is
how the $2.5 nmillion dollar fiscal note cane to be.

Co-Chair Harris pointed out that the bill called for a 1%
contract price not to exceed $5,000 dollars. Representative
Whitaker replied that he was now confortable with the
nunber .

Vice-Chair Meyer MOWED to report CS HB 155 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so noved.

CS HB 155 (FIN was reported out of Conmttee wth
“individual recomendations” and with a new fiscal note by
t he Departnent of Labor & Wbrkforce Devel opnent.

#HB216

HOUSE BILL NO 216
An Act relating to nunicipal taxation of refined fuel
pr oduct s.

Co-Chair Harris MOVED to ADOPT work draft #23-LS0822\U,
Cook, 5/4/03, as the version of the bill before the
Comm ttee. There being NO OBJECTIQON, it was adopt ed.

JOSH APPLEBEE, STAFF, REPRESENTATI VE TOM  ANDERSON,
acconpani ed Randy Ruaro to the table.

RANDY RUARO, STAFF, REPRESENTATI VE BI LL WLLI AMS, noted that
changes had been nmade to Section 3, which addresses the
“scope” of the bill. The previous version was broad and the
| anguage needed to be narrowed so that the bill would
prohibit tax on both sale transfers of fuel refined within
t he boundaries of the borough. He stated that the previous
version created issues across the State wthin the
muni ci palities. He clainmed that the proposed version was
accept abl e.
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Representative Croft questioned the changes. M. Ruaro
stated that the entire Section 3 had been rewitten to
precl ude taxes on whol esale transfer of fuel refined within
t he boundari es of a borough.

Representative Croft noted that |anguage from the "Q
version would be deleting fuel used in the aircraft and

leaving in the wholesale transfer portion. M. Ruaro
replied that the initial difference was in regard to what
the prohibition actually could apply to. In the previous

“Q version, it would apply to any borough around the State,
whereas, the current version allows it to be limted to
bor oughs where the prohibition applies. He added that in
the previous version, fewer boroughs could apply. That
| anguage is |isted on Page 1, Lines 11 & 12.

Co-Chair Harris asked if the bill dealt with an increase to
the fuel tax. M. Ruaro responded that the bill does not
| evy a fuel tax.

Representative Joule inquired why woul d the Legi sl ature want
to renove a tool from the nunicipalities. He thought that
section would "hurt" the nunicipalities. M. Ruaro
clarified that it had been a policy decision. He noted that
M. Cook had addressed the idea in a previous comittee
heari ng. Representative Joule understood that the bill’s
| anguage currently only affects a few areas in the State.

Representative Croft advised that the policy was nore

| ogical than that. It currently states that the “only
boroughs that can not access the tax, would be the ones that
have the refinenment in their district”. He commented that
it would be best to indicate only boroughs that actually
refine it, could tax it. By passing the "U' version,
Fai rbanks could not tax but every other nunicipality could.
Representative Croft warned that there wll be problens

wWithin the nultiple jurisdictions.

Representative Witaker agreed with Representative Croft’s
interpretation. In response to Representative Joule’s
concerns, he admtted that he too had concerns. He believed
that it would be chall enged and overturned. The concl usion
is that the only tax that remains in place would be the ones
i nposed within the boundaries of the borough. He noted, a
broader statew de concern is that by allowng a borough to
tax, then the transfer of goods becones essentially a
“restraint of trade”. He believed that would create
problens for the State. He added that the |egislation does
have significant nmerit. Representative \Witaker agreed with
t he concerns voiced by Representative Croft.

M. Ruaro referenced the May 29th, 2002, letter received

from attorney, M. Avrum G oss, regarding the ability of
successive jurisdictions to tax. The version of the bill
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does not give authority to the successive jurisdictions to
i npose a tax. (Letter in Packet). He reiterated that in
the proposed bill, that question would be |eft unanswered.

Representative Croft noted that it would renove the right
that municipalities know they have and | eave the right that
we are not sure they have. He did not understand the “fix”.

Co-Chair WIllians noted that he would like to hold the bil
in Commttee until some of the questions have been answered.

Co-Chair Harris noted that the "Q" version deals with turban

powered aircraft. He asked why that had not been in the
proposed version. M. Ruaro replied that section of the
"Q version was part of a tax that would occur outside
borough boundaries and have refineries in them The

committee substitute was changed to apply only to boroughs
with refineries within their boundari es.

Co-Chair WIllians noted that HB 216 would be HELD in
Commttee for further consideration.
#

ADJ QURNVENT

The neeting was adjourned at 9:58 A M
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