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HOUSE BI LL NO. 271

"An Act relating to limtations on overtine for registered
nurses in health care facilities; and providing for an effective
date."

- MOVED HB 271 OQUT OF COW TTEE

HOUSE Bl LL NO. 286

"An Act anending the manner of determning the royalty received
by the state on gas production by directing the comm ssioner of
natural resources to accept, wunder certain circunstances, the
transfer price of the gas if established by transfer price order
of the Regulatory Comm ssion of Alaska; and providing for an
effective date."

- MOVED HB 286 OQUT OF COW TTEE
SENATE BI LL NO. 137
"An Act providing that an institution providing accommovbdations
exenpt from the provisions of the Uniform Residential Landlord
and Tenant Act my evict tenants w thout resorting to court
proceedi ngs under AS 09.45.060 - 09.45.160."

- MOVED HCS CSSB 137(L&C) OUT OF COW TTEE
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"An Act prohibiting the inposition of nunicipal sales and use
taxes on state construction contracts and certain subcontracts;
and providing for an effective date.”

- MOVED SB 158 OQUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 271

SHORT TITLE: LIM T OVERTI ME FOR REG STERED NURSES
SPONSOR(S): REPRESENTATI VE(S) W LSON

04/ 15/ 05 (H) READ THE FIRST TI ME - REFERRALS
04/ 15/ 05 (H) L&C, HES, FIN

04/ 30/ 05 (H) L&C AT 1:00 PM CAP| TOL 17

BILL: HB 286
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BILL: SB 137
SHORT TITLE: EVI CTIONS FROM UNI'V. STUDENT HOUSI NG
SPONSOR(S): SENATOR(S) SEEKI NS

03/ 08/ 05 (S) READ THE FI RST TIME - REFERRALS
03/ 08/ 05 (S) L&C, JUD

03/ 22/ 05 (S) L&C AT 1:30 PM BELTZ 211

03/ 22/ 05 (S) Heard & Hel d

03/ 22/ 05 (S) M NUTE( L&C)

03/ 24/ 05 (S) L&C AT 2:00 PM BELTZ 211

03/ 24/ 05 (S) Moved SB 137 Qut of Conmittee
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04/ 13/ 05 (H READ THE FI RST Tl ME - REFERRALS
04/ 13/ 05 (H L&C, JUD

04/ 22/ 05 (H L&C AT 3:15 PM CAPI TOL 17

04/ 22/ 05 (H <Bi || Hearing Postponed to 4/25>
04/ 25/ 05 (H L&C AT 3:15 PM CAPI TOL 17

04/ 25/ 05 (H Heard & Held

04/ 25/ 05 (H M NUTE( L&C)
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04/ 15/ 05 (S) DNP: OLSON

04/ 15/ 05 (S FIN AT 9: 00 AM SENATE FI NANCE 532
04/ 15/ 05 (S) Moved SB 158 Qut of Committee

04/ 15/ 05 (S) M NUTE( FI N)

04/ 21/ 05 (S) TRANSM TTED TO (H)

04/ 21/ 05 (S) VERSI ON: SB 158

04/ 22/ 05 (H READ THE FI RST Tl ME - REFERRALS
04/ 22/ 05 (H L&C, FIN

04/ 29/ 05 (H L&C AT 3:15 PM CAPI TOL 17

04/ 29/ 05 (H -- Meeting Canceled --

04/ 30/ 05 (H L&C AT 1: 00 PM CAPI TOL 17
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REPRESENTATI VE PEGGY W LSON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of HB 271.

REBECCA BOLLI NG RN, President

Al aska Nurses Associ ation

Ket chi kan, Al aska

POSI TI ON STATEMENT: Testified in support of HB 271.

DAVE W LLI AVS, Project Coordinator
Departnent of Health and Social Services
Juneau, Al aska

PCSI TI ON STATEMENT: Testified on HB 271.

KATHLEEN GETTYS, RN, President

Provi dence Regi stered Nurses Bargaining Unit;
Del egat e, Anmerican Nurses Association

Anchor age, Al aska

POSI TI ON STATEMENT: Urged the commttee's support of HB 271.

DI ANE O CONNEL
Al aska Nurses Associ ation
Anchor age, Al aska

POSI TI ON STATEMENT: Urged the conmttee's support of HB 271.

LONNI E HOSLEY (PH), RN
(No address provi ded)
POSI TI ON STATEMENT: Testified in support of HB 271.

CAROL W DVAN, RN
(No address provided)
POSI TI ON STATEMENT: Testified in support of HB 271.

GREY M TCHELL, Director

Di vision of Labor Standards & Safety

Depart ment of Labor & Workforce Devel opnent

Juneau, Al aska

POSI TI ON  STATEMENT: During hearing of HB 271
questi ons.

REPRESENTATI VE RALPH SAMUELS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of HB 286.

JI M PCSEY, Ceneral Manager
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Muni ci pal Light & Power
Anchor age, Al aska
POSI TI ON STATEMENT:  Provi ded specifics on HB 286.

KATE @ ARD, Commi ssi oner/ Chair

Regul at ory Conmi ssion of Al aska

Departnent of Comrerce, Community, & Econom c Devel opnent

Anchor age, Al aska

POSI TI ON STATEMENT: Testified that HB 286 is in keeping with
the agreenent RCA had when M.&P purchased the Beluga River
Fi el d.

MARTI N SCHULTZ, Audit Section

Division of Ol and Gas

Departnent of Natural Resources

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 286.

ANDY LEI VAN

Muni ci pal Light & Power

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 286.

JOE M CHEL, Staff

to Senat or Ral ph Seekins

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Expl ai ned the changes enconpassed in HCS
CSSB 137, Version F.

SENATOR CHARLI E HUGE NS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of SB 158.

DAVI D LANTZ, General Manager/ Omner

D nond El ectric;

Board Menber, National Electrical Contractors Association -
Al aska Chapter

(No address provided)

POSI TI ON  STATEMENT: During hearing of SB 158, wurged the
committee to level the playing field regarding what's taxed on a
state project throughout the state.

DENI SE M CHELS, Mayor

City of None
Nome, Al aska
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POSI TI ON STATEMENT: Testified in opposition to SB 158.

DEBORAH GRUNDMAN, St af f

to Senat or Huggins

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: O fered additional information on SB 158.

KATHI E WASSERNVAN

Al aska Muni ci pal League

Juneau, Al aska

POSI TI ON STATEMENT: Testified in opposition to SB 158.

ACTI ON NARRATI VE

CHAI R TOM ANDERSON cal | ed the House Labor and Conmerce Standing

Commttee neeting to order at 2:15:49 PM Represent ati ves
Ander son, Lynn, Crawford, and Cuttenberg were present at the
call to order. Representatives Kott, LeDoux, and Rokeberg

arrived as the neeting was in progress.

HB 271-LIM T OVERTI ME FOR REG STERED NURSES

CHAI R ANDERSON announced that the first order of business would
be HOUSE BILL NO 271, "An Act relating to limtations on
overtime for registered nurses in health care facilities; and
providing for an effective date."

REPRESENTATI VE PEGGY WLSON, Al aska State Legislature, sponsor
explained that HB 271 prohibits mandatory overtime for nurses
because it causes significant problens for both patients and

health care workers. "Forcing nurses to work beyond their
regularly scheduled shift has been linked to increased error
rates in providing patient care; it's also increased injury

rates for both patients and health care workers,"” she stated.
For health care workers, the abuse of mandatory overtinme has
been associated with unhealthy weight gain, increased use of
al cohol and tobacco, and lower levels of functional ability.
Representative WIson highlighted that for nurses, errors and
m stakes can cause life-threatening situations for both the
patient and the nurse. Furthernore, errors and ni stakes can
lead to lawsuits that could result in the loss of |icense and
increases in malpractice insurance rates. "The evidence is very
strong that prolonged work hours and fatigue effect worker
performance, " she stated.
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REPRESENTATIVE WLSON infornmed the commttee that the U S.
Department of Health and Human Resources authorized the
Institute of Medicine to study nurse work hours and health care
errors. The study provided conpelling evidence supporting the
belief that nurses working |ong hours have an adverse effect on
patient safety. Representative WIson highlighted that the
study estimated that between 44,000-98,000 hospital deaths can
be attributed to nedical errors each year. She said that
mandatory overtine is a serious contributing factor to sone of
these errors. The study, she related, reconmmends that al
overtime should be curtail ed altogether.

2:18:46 PM

REPRESENTATI VE WLSON infornmed the conmttee that when nurses
had to work shifts longer than 12 hours, the risk of naking an

error was three tinmes higher. Furthernore, working overtine
increased the odds of nmking at |east one error, regardl ess of
the length of the originally scheduled shift. Mor eover, about

12 percent of the absences reported by a random sanple of
Canadi an nurses was directly correlated to overtine.

REPRESENTATI VE W LSON poi nted out that mandatory overtine is one
of the mmjor factors causing nurses to |eave the profession.
However, in the face of a severe nursing shortage, nurses need
to be kept at the bedside. She inforned the conmttee that
surveys have shown that the exodus of various health care
provi ders and [other support staff] is directly attributable to
difficult working conditions, including inadequate staffing,
mandatory overtinme, and insufficient conpensation.

2:19: 51 PM

REPRESENTATI VE WLSON specified that HB 271 won't prohibit
nurses from working overtinme, although it wll discourage an
enpl oyer from assigning mandatory overtime. Furthernore, the
|l egislation wll prohibit an enployer from threatening or
retaliating against a nurse who refuses to work overtine. She
noted that 10 states have already enacted |egislation
prohi biting mandatory overtine and another 20 are in the process
of doing so. Representative WIson concluded by enphasizing
that this is not an overtinme issue but rather a safety issue for
both patients and nurses.

CHAI R ANDERSON turned attention to the fiscal note for a Wage &

Hour Investigator |, which he assunmed would cover the state's
nur ses.
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2:21:18 PM

REPRESENTATI VE LYNN inquired as to what happens in an energency
situation in which a nurse becones sick, but no one wll
vol unt eer. He asked if mandatory overtinme could be required in
that situation.

REPRESENTATIVE W LSON pointed out t hat there are five

exenptions, which include the aforenentioned situation. The
exenptions are listed on page 2, lines 14-20.
2:23: 04 PM

REPRESENTATI VE ROKEBERG turned attention to the exenption
allowing a nurse to voluntarily work overtime. He asked if that
could be problematic in ternms of what's voluntary and what's
not .

REPRESENTATI VE W LSON related her belief that the nurse would
know whet her she can handl e additional hours and how many. I n
further response to Representative Rokeberg, Representative
Wlson said that parts of HB 271 are based on statutes from
ot her states.

2:24: 47 PM

REBECCA BOLLING RN, President, Alaska Nurses Association,
informed the commttee that the Alaska Nurses Association
represents over 6,000 registered nurses in the state. She
related her support for HB 271. M. Bolling turned attention to
the national nursing shortage, which is expected to be of
greater proportions than those of the past. She reviewed the
many reasons for the nursing shorting, included the grow ng
el derly popul ati on, fewer individuals choosing a nursing career,
and the growing trend of nurses planning to and |eaving the

pr of essi on. Many surveys have docunented that as many as 20
percent of nurses are planning to |leave the profession within
the next five years. She echoed Representative WIson's

comments regarding the reports from surveys that nurses are
| eaving the profession primarily due to working conditions,
siting mandatory overtine as one of the top reasons for

di ssati sfaction. Furthernore, mandatory overtine has been
associated with poor health of the nurse and nobst certainly
causes famly, marital, and childcare problens. Mor eover,

mandatory overtime contributes to poor quality of care and
m st akes that can and do have di sastrous results.
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M5. BOLLING said that the answer to the nursing shortage isn't

mandatory overtime, rather it wll wrsen the shortage by
driving away nore nurses. She noted that other states have
tackled this issue. She also noted that nurses do suffer

retaliation from enpl oyers when they refuse overtinme hours, and
therefore legislation to ban mandatory overtine for registered
nurses (RNs) is inportant. Ms. Bolling, in conclusion
appl auded the effort to protect the profession of nursing in
Al aska and the safety of the state's patients by noving forward
on HB 271.

2:29:09 PM

REPRESENTATI VE GUTTENBERG inquired as to how this |egislation
woul d apply to nurses performng adm nistrative work as opposed
to direct care.

M5. BOLLING related her belief that it wouldn't apply to those
nurses doing admnistrative work primarily because those are
contracted services that are salary positions. Staff nurses are
paid on an hourly wage and are inpacted by mandatory overti ne.

2:30: 05 PM

REPRESENTATI VE LEDOUX drew attention to the exenption for a
critical access hospital, and inquired as to what it is.

REPRESENTATI VE W LSON opined that there are only five hospitals
in the state that are critical access hospitals, including the
hospitals in Wangell, Petersburg, and Cordova. Those hospitals
are located in areas in which the popul ati on has decreased, but
the federal governnent has provided help in order to continue to
provi de services because without the hospital there would be no

access to health care. There was an indication that the
definition of "critical access hospital" is specified in the
U. S. code.
2.:32:27 PM

REPRESENTATI VE LEDOUX expressed concern for hospitals with a
limted nunber of enployees because she surmsed that such a
hospital would be nost Ilikely to force unwanted overtine.
Therefore, the exenption would seem to undo the good intention
of the | egislation.
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REPRESENTATI VE W LSON noted that in talking with nurses and the
Al aska Nurses Association, she gathered that the only facilities
maki ng people work overtine are the Al aska Psychiatric Institute
(APl'), some of the Pioneers' Hones, and within [the Departnent
of ] Corrections.

[Due to a technical difficulty, the commttee took a brief at-
ease. |

2:34:51 PM

DAVE W LLI AMS, Project Coordinator, Departnment of Health and
Social Services (DHSS), informed the conmttee that he 1is
representing the pioneers’ and veterans' hones. M. WIIlians
stressed the inportance of RNs, w thout which the pioneers' and
vet erans' hones cannot work. He noted that the departnent has

found difficulty in finding RNs to even interview for all of the
shifts and locations, there are six different hones to staff.
Therefore, when a facility is short, it asks for volunteers
first. He related his inpression that generally the requests
for volunteers satisfy the need, although that's not always the
case.

MR, WLLIAMS surmsed that under HB 271, nore attention would
have to be paid to be sure that [the first request was for

vol untary overtine]. Therefore, he surmsed that whether the
overtime was mandatory or voluntary would need to be recorded in
some fashion. M. WIlianms said that he should be able to

provide the commttee with a fiscal note next week after he has
time to check with each admnistrator regarding the anount of
voluntary and mandatory overtine. He commented that if there is
a need to request mandatory overtine, but [the admi nistrator] is
not allowed to do so [under HB 271] then an alternative would
have to be sought. He nentioned the possibility of contract
nursing, which is already being used. The aforenentioned woul d
probably be reviewed for the fiscal note. However, he noted
that contract nurses aren't easily found, and in fact locally
contract nurses are now being hired from Canada. M. WIIlians
concluded by stating that the nationwide shortage of RNs is
quite a chal |l enge.

2:38: 34 PM
REPRESENTATI VE GUTTENBERG asked if the RN shortage is mainly

[attributable] to salaries and benefits or are there nerely not
enough trained people in Al aska.
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MR WLLIAVMS said that he couldn't speak to the cause of the
shortage, although he agreed with earlier statenents regarding

peopl e not choosing [nursing] as a line of work. Al t hough
hi gher wages could attract nore people, it's such a shortage
that there will still be difficulty finding RNs. In further

response to Representative GQuttenberg, M. WIlians said that he
didn't know the conpensation differential between the state and
the private sector

2:39: 18 PM

REPRESENTATI VE CRAWFORD inquired as to whether M. WIIlianms had
data regarding the average anount of overtinme hours an RN would
work in [the pioneers' and veterans' hones].

MR. WLLIAMS replied no, although he offered to provide that to
the conmttee as it will be utilized for the fiscal note.

2:40:40 PM

KATHLEEN CGETTYS, RN, President, Providence Registered Nurses
Bargaining Unit; Delegate, Anerican Nurses Association, echoed
earlier testinony regarding the concern the Alaska Nurses
Associ ation and the American Nurses Association has regarding
the inpact of nmandatory overtine. Bot h organi zati ons, she
related, believe that the elimnation of mandatory overtine is a
critical success factor in efforts to inprove the quality of
health care and conditions for nurses. Therefore, both
organi zati ons oppose the use of mandatory overtine as a staffing
t ool . Overtinme, whether mandatory or voluntary, is the nost
common nethod used to cover staffing insufficiencies. In fact,
sone enployers have described mandatory overtinme as a staffing
nodel. She noted the various states in which nandatory overtine
was the central 1issue in RN strikes. "Strictly limting
mandatory overtinme for nurses is a critical step in inproving
the quality of health care and reducing nedical errors,"” she
opined. She reiterated the findings of the study Representative
W son discussed earlier. "Unlike many industries where public
safety is a concern, health care is exenpt from regul ations
which Iimt the use of overtine as a staffing tool" she pointed
out. She questioned why one would want a nurse to provide care
for soneone when it has been clearly illustrated that |ong
wor ki ng hours increase the |ikelihood of medical errors.

M5. CETTYS stated that APl is placed at a disadvantage in

recruiting nurses due to working conditions and bel ow average
sal ari es. However, APl can't turn away patients and can't deny
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hospi talization. She noted that APl has |ost nunerous nurses.
The conbi nation of nmandatory overtinme and working short has |eft
nurses with no other option than to seek other enploynent
opportunities. Therefore, M. Gettys concluded by urging the

| egi sl ature to prohi bit mandat ory overtine, whi ch she
characterized as unethical, in Al aska.
2:46: 17 PM

REPRESENTATI VE ROKEBERG inquired as to how the RNs |abor
agreenent deals with nandatory overtinme at Providence Hospital

M5. GCETTYS specified that RNs [at Providence Hospital] are
covered by a collective bargaining agreenent in which nandatory
overtinme isn't used. However, there are situations in which a
case in the operating roomruns long. Providence Hospital has a
| arge pool of nurses and it takes great effort to find soneone
to replace that nurse in the aforenenti oned situation.

2:47. 24 PM

DI ANE O CONNEL, Al aska Nurses Associ ation, informed the
commttee that nmany organi zati ons have worked on devel oping the
| anguage in HB 271, including the Laborers Local 341

representing the nurses at Anchorage's Regional Hospital, the
Teansters representing nurses |located in Kodiak and Honmer, and
the Al aska State Enployee's Association for APl and ot her nurses
enpl oyed by the state. Ms. O Connell wurged the commttee's
support for HB 271.

2:48:. 44 PM

LONNI E HOSLEY (PH), RN, infornmed the commttee that she has been
a nurse for over 20 years and currently works at API. She said
that she fully agrees wth the statenments of her peers. She

expressed hope that the commttee would [forward] HB 271, which
she said she supports.

2:49: 18 PM
CAROL WDMAN, RN, infornmed the conmittee that she, too, is an
enpl oyee of APl and has been forced to work overtinme. She urged

the coonmttee to pass HB 271.

2:49: 58 PM
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REPRESENTATI VE GUTTENBERG referred to page 3, line 10, and
inquired as to what happens if a conplaint alleging a violation
isn't filed with the comm ssioner within three busi ness days.

GREY M TCHELL, Director, D vision of Labor Standards & Safety,
Department of Labor & Workforce Devel opnent (DLWD), assunmed t hat
it would be the departnent's failure and the case wouldn't be
pursuabl e at that point.

REPRESENTATI VE ROKEBERG asked if testinony earlier indicating
that health care workers are exenpt from the Al aska Wage & Hour
Act is correct.

MR. M TCHELL answered that there is an exenption for nost health
care enployees such that those enployees who provide nedical
services to patients and are enployed by an over night hospital
are exenpt from the Alaska Wage & Hour Act. Adm ni strative
enpl oyees aren't included nor are <clinics and physician's
of fices.

CHAI R ANDERSQN, upon determ ning no one else wished to testify,
cl osed public testinony.

2:52: 06 PM

REPRESENTATI VE GUTTENBERG urged Representative WIson to review
his earlier question [regarding the failure of the conm ssioner
to file a conplaint within the specified tine].

REPRESENTATI VE KOIT noted that he too is concerned with the
provi sion addressing the failure to file a conplaint. If it's a
failure from the departnment, then he wasn't sure that it should
restrict the conplaint from proceeding. Representative Kott
then turned to the fine inposed on state facilities that are
found not to be in conpliance. He surmsed that the fine
remtted by the state facility would be from the general fund
dollars it receives and thus the fine would be general fund
dollars that would be deposited back in the general fund.
However, that's not clear in the |egislation. Therefore, he
requested that the sponsor review that issue.

2:54: 00 PM
REPRESENTATI VE LEDOUX noved to report HB 271 out of commttee

with individual recomendations and the acconpanying fiscal
notes. There being no objection, it was so ordered.
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HB 286- VALUE OF ROYALTY ON GAS PROD./ TAX CREDI T

CHAI R ANDERSON announced that the next order of business would
be HOUSE BILL NO 286, "An Act anending the manner of
determining the royalty received by the state on gas production
by directing the conm ssioner of natural resources to accept,
under certain circunstances, the transfer price of the gas if
established by transfer price order of the Regulatory Comm ssion
of Al aska; and providing for an effective date."

REPRESENTATI VE RALPH SAMUELS, Al aska State Legislature, sponsor,
explained that HB 286 is housekeeping legislation that was

brought forth by Minici pal Light & Power (M&P). The
| egi slation addresses the method for determning the royalty
received by the state [on gas production]. The Departnent of
Nat ural Resources (DNR) calculates the royalty value based on a
contract between M.&P and Shell. Then M.&P bought an interest
in the Beluga Rver Field from Shell and DNR agreed to allow the
rate as if the contract were still in place. The aforenentioned

contract expires in 2005. Therefore, HB 286 would allow DNR to
use the gas transfer price set by the Regulatory Conmm ssion of
Al aska (RCA) much |ike DNR used for the contract price for the
gas.

2:55:45 PM

JIM POSEY, GCeneral Manager, Municipal Light & Power, specified
that HB 286 allows a matrix of calculations for the price that
M.&P pays royalty on to be first done through the RCA If that
rate is sufficient for royalty purposes, then it passes nuster
for DNR However, if DNR determnes later that the royalty
value is lower, then a second nmatrix through the DNR process is
utilized in order to establish a royalty for the gas M&P uses
to run its turbines. M. Posey echoed Representative Sanuels'
earlier coment that HB 286 is a housekeepi ng neasure that keeps
two conpeting agencies from having concurrent jurisdiction.

2:57:37 PM

KATE A ARD, Commi ssioner/ Chair, Regulatory Conmm ssion of Al aska,
Department of Commerce, Community, & Economic Devel opnent
(DCCED), infornmed the conmttee that the RCA has reviewed the
statutory revision, which 1is in Kkeeping wth the RCASs
understanding of its responsibilities in terns of opining on the
transfer price on an annual basis. There is no additional cost
to the RCA for this |egislation because it's part of the process
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ordered in WI9636, the docket when M.&P purchased the Beluga
Field; order 39 describes the methods for cal cul ati ng.

2:58: 22 PM

M5. G ARD, in response to Representative Rokeberg, explained
that the fornula takes the actual cost of production |ess the
sales, which is then multiplied by a margin. The margin for
[ML&P] is 1.6, which is M&s debt service coverage ratio.
Therefore, the calculations are based on the actual production
costs.

MARTIN SCHULTZ, Audit Section, Dywvision of Ol and Gas,
Department of Natural Resources, related DNR s support of HB
286. He infornmed the commttee that when DNR determ nes royalty
val ue under state l|eases, it reviews either the contract price
t he producer receives for the gas or what other producers in the
same area receive. The aforenentioned is referred to as "the
hi gher of" conparison in which the state is entitled to the
hi gher of those two val ues. He explained that AS 38.05.180(aa)
allows a producer that sells to a gas or electric utility to
have royalty val ue certainty.

3:00: 00 PM

MR, SCHULTZ said that HB 286 would expand the coverage of AS
38.05.180(aa) to include a transfer price that a producer
receives on gas deliveries to an affiliated gas or electric
utility. Therefore, it's consistent with the current statute
and DNR supports the | egislation.

3:00: 37 PM

ANDY LEI MAN, Municipal Light & Power, related M& s support of
HB 286.

3:01: 02 PM
REPRESENTATI VE ROKEBERG noved to report HB 286 out of commttee
with individual recomendations and the acconpanying fiscal

notes. There being no objection, it was so ordered.

SB 137-EVI CTI ONS FROM UNI'V. STUDENT HOUSI NG

CHAI R ANDERSON announced that the next order of business would
be SENATE BILL NO 137, "An Act providing that an institution
provi ding accommobdations exenpt from the provisions of the
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Uni form Residential Landlord and Tenant Act may evict tenants
Wi thout resorting to court proceedings under AS 09.45.060 -
09. 45.160."
3:01:33 PM

REPRESENTATI VE KOTT noved to adopt HCS CSSB 137, Version G as
t he wor ki ng docunent .

The commttee took a brief at-ease.

3:03: 01 PM

CHAI R ANDERSON obj ect ed.

REPRESENTATI VE KOTT then noved to adopt HCS CSSB 137, Version
24-LS0739/F, Kurtz, 4/27/05, as the working docunent. There

bei ng no objection, Version F was before the commttee.

JCE MCHEL, Staff to Senator Ralph Seekins, Alaska State
Legi slature, explained that in order to allay sonme concerns the

word "institution" is no longer included in the title or
t hroughout Version F. Furthernore, Version F only applies to
student housing at the University of Al aska. In response to

Representative Lynn, M. Mchel confirnmed that the references to
nur si ng honmes and hospitals were renoved.

REPRESENTATI VE ROKEBERG comented that the title and the act
seemto be at odds. He suggested that perhaps there is a syntax
error.

3. 04: 36 PM
CHAI R ANDERSON opi ned that he believes it's correct.

REPRESENTATI VE ROKEBERG specified that his concern is wth
regard to the title Ilanguage "without resorting to court
proceedi ngs under" specific statute that is civil procedure.
However, in order to evict soneone, [the landlord] has to use
the civil procedures.

CHAI R ANDERSON inquired as to the possibility of deleting the
| anguage: "W thout resorting to court proceedings under AS
09.45.060 - 09.45.160." on page 1, line 3.

REPRESENTATI VE ROKEBERG said that he wouldn't make a big deal
about it, which he characterized as bad syntax, because the
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| egi slation has been inproved. He suggested that the next
committee of referral review the incongruence between the
| anguage in the title and the body of the |egislation.

3:07:19 PM

REPRESENTATI VE LEDOUX inquired as to how a student can be
evi cted without going through a formal eviction procedure.

MR MCHEL noted that there is a |long appeals process when the
student is renoved from student housing. The nmain goal of this
| egislation is that once that process is conplete, the student
can be renoved, which usually means that the |ocks are changed.
The legislation neans that the university wouldn't have to go to
court to obtain a court order to forcible renove the student.

3:08: 09 PM

REPRESENTATI VE LEDOUX pointed out that in one of the cases that
she was aware of, the university didn't go to court to evict the
[ student]. Instead, the troopers were called and the court
sinply dismssed the m sdeneanor conpl ai nt agai nst [the
student]. Representative LeDoux said that she wasn't opposed to
noving the legislation, but she said she wasn't sure that it
solved the problem desired. She opined that even under this
| egislation, a court would probably still say that sonebody
couldn't be convicted of a crimnal offense wthout sone sort of
due process.

3:09:23 PM

REPRESENTATI VE ROKEBERG sai d that he agrees with the |egislation
as well as Representative LeDoux. He said that the problemw th
the landlord tenant law is that if "it's not for rent, you have
to go through like 30 days to mtigate the situation." He
maintained that the title still doesn't seem to fit the
| egi sl ati on.

3:10:13 PM

CHAI R ANDERSON rem nded the commttee that SB 137 was assignhed
to this committee because of the |andlord-tenant aspect of
commer ce. He related his wunderstanding that the commttee
concurs with the concept [of the legislation], although there
may be a problem with the title. Therefore, he suggested that
the aforenentioned be discussed with Legislative Legal and
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Research Services before it's heard in the House Judiciary
St andi ng Conmi ttee.

3:10: 44 PM

REPRESENTATI VE KOTT noved to report HCS CSSB 137, Version 24-
LSO739\F, Kurtz, 4/27/05, out of conmmttee wth individual
reconmendati ons and the acconpanying fiscal note. There being
no objection, HCS CSSB 137(L&C) was reported from the House
Labor and Comerce Standing Committee.

3:10: 57 PM
The comm ttee took a brief at-ease.

SB 158- MUNI TAX ON STATE CONSTRUCTI ON CONTRACTS

3:11: 47 PM

CHAI R ANDERSON announced that the final order of business would
be SENATE BILL NO 158, "An Act prohibiting the inposition of
muni ci pal sales and use taxes on state construction contracts
and certain subcontracts; and providing for an effective date."

SENATOR CHARLIE HUGA NS, Alaska State Legislature, sponsor
began by saying that SB 158 represents the interest of the

citizens of Al aska. This legislation will maintain what nost
believe is already the case. He posed a situation in which
there is a state airport project for $8 mllion. In the

process, a subcontractor is subjected to a 5 percent sales tax
on that subcontractor's $400,000 contract, which anmounts to
about $21, 000. However, that wasn't the process when the
subcontractor bid on the project. In discussions with folks
about this, [subcontractors] didn't view the aforenentioned
scenari o as appropriate and even inquired as to how nuch [ noney]
a comunity wants from them Therefore, SB 158 has been
i nt roduced.

SENATOR HUGA NS informed the committee that SB 158 doesn't

preclude taxation on the equipnment |leased in the |ocale. He
enphasi zed that this legislation isn't about "rural™ or "urban"
areas but rather about how the state does business. In a nornal
year, the state has about $350-$400 mllion worth of
construction contracts. If the state doesn't take action
simlar to what's enconpassed in SB 158, an unstabl e environnent
wll be created. He informed the commttee that he has an e-

mail from the Al aska Muinicipal League (AM.) that indicates that
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comunities using a certain law firm have a policy of collecting
sales tax from subcontractors doing business in the comunity,
regardl ess of the funding source.

3:15:43 PM

SENATOR HUGGE NS said that when talking with state agencies, it
was foggy at best regarding the state's position on taxing
authority. This legislation clarifies the aforenmentioned and
provi des a predictabl e busi ness environnent.

3:16:17 PM

CHAI R ANDERSON noted that his research has determned that the
i npact of [such taxation practices] is de mnims, although he
acknowl edged that it adversely inpacts the Cty of None. He
asked if there is a way to grandfather in current infrastructure
where there are taxes, or would that defeat the purpose of the
| egi sl ati on.

SENATOR HUGA NS indicated that from his conversations wth
average Al askans, the question is how nuch is enough. Senat or
Huggins enphasized that [allowng the current situation to
continue] will drive up the cost of contracting and w Il cost
all Al askans. In response to Chair Anderson, Senator Huggins
said, "Wiere we're going out to enhance that comunity, that to
reach out and carve noney out of that and drive up the price of
contracting is not right."

3:17:39 PM

REPRESENTATI VE CRAWFORD i nquired as to what the contract was for
that cost the subcontractor in the earlier exanple $21,000 in
t axes.

SENATOR HUGGE NS expl ained that it was an electrical contract for
$400,000 and the community inposed a 5 percent tax on that.
Senat or Huggins reiterated that such a practice isn't right.

REPRESENTATI VE CRAWORD posed a situation in which a
[ subcontractor] had a contract to construct a fence at an
ai rport. If that [subcontractor] mscalculated the anount of
fenci ng necessary and purchased the remainder of the fencing in
the location of the construction, would that [subcontractor] be
charged the sal es tax.
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SENATOR HUGGE NS replied yes. In the case that pronpted this
| egi sl ation, the electrical conpany spent just shy of $80,000 in
the community on things from hotel roons to rental cars and paid
tax on those itens. The |legislation doesn't [change that].

3:19: 28 PM

SENATOR HUGE NS, in response to Representative LeDoux, clarified
that even under SB 158 the [subcontractor] in Representative
Crawford' s exanple would pay the tax on the fencing purchased in
the location of the construction. In further response to
Representative LeDoux, Senator Huggins informed the commttee
that at |east two boroughs or cities, Sand Point and None, have
levied the tax [on a state contract] at |east once. Both those
comunities are advised by the sanme law firm He nentioned that
Unal aska nmay potentially be the third such community. Senat or
Huggi ns remarked that the specific comunities aren't inportant
because w thout sonething like SB 158, this business practice
will spread throughout the state. He noted that in the Senate
only three nenbers didn't agree with this | egislation.

3:20:46 PM

REPRESENTATI VE LEDOUX rel ated her wunderstanding that a city or
borough can't tax the state.

SENATOR HUGE NS answered that it's not clear. Al t hough the
state assessor would agree that a city or borough can't tax the
state, he would include a "but" clause. Therefore, SB 158

clarifies the situation.

3.21:23 PM

REPRESENTATI VE LEDOUX i nquired as to how this occurs now.

SENATOR HUGA NS specified that the city or borough nerely taxes
the subcontractor. He reiterated that SB 158 is about the
peopl e of Al aska and whether the desire is to increase the price
of contracting or establish a nechanism such that across the
state purchases at the | ocation of the project would be taxed.
3:22:50 PM

REPRESENTATI VE LEDOUX inquired then as to how this legislation
is different fromthe current practice.
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CHAIR ANDERSON clarified that Senator Huggins is delineating
between tangible items [such as the purchase of nails] and
providing a service [the subcontractor's work].

3:23:31 PM

SENATOR HUGA NS explained that in the exanple with the airport,
the contract was to fix the airport to a standard the comunity
woul d |ike. Wen [the subcontractor] purchases sonething in the
community, there would be a tax on that purchase.

REPRESENTATI VE LEDOUX surm sed then that under SB 158 if the
subcontractor was l|ocated in the conmunity and sold his/her
services to soneone, not to a contractor on a state project, in
the community, then there would be a sales tax. However, the
subcontractor who sells his/her services to the contractor on a
state project would not be taxed, even if the subcontractor is
| ocated in the community. Representative LeDoux specified:

You could have a contractor cone in from Anchorage

for exanple, but then they hire sonebody from ... None
to be the subcontractor on it. Now normally, if that
subcontractor were selling to anybody else in None
there would be a tax on that. So, how would this be

different, then?

SENATOR HUGA NS expressed his desire that both contractors and
subcontractors for the state would be taxed [for itens
purchased] and not be penalized by the Ilocation of their
busi ness.

3:25: 45 PM

REPRESENTATI VE ROKEBERG said that he finds the concept of
potential double taxation very conpelling and thus he expressed

his support of SB 158. However, Representative LeDoux makes a
good point in regard to whether there is a definition of
subcontractor in statute. Furthernore, he questioned whether

there is a distinction between the service conponent of a
subcontractor and a supplier of materials that would be taxable
in the local municipality. Represent ati ve Rokeberg opi ned that
there is the desire to avoid the double taxation, but the
| egi sl ation shouldn't be used to avoid the paynent of | ocal
taxes that would occur wunder normal circunstances for the
purchase of an item
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SENATOR HUGGE NS agreed that there will be a tax on materials
purchased in a comunity.

REPRESENTATI VE ROKEBERG posed a situation in which the supply of
materials is subcontracted out.

SENATOR HUGGE NS specified that materials aren't exenpt.
3.27:35 PM

REPRESENTATI VE ROKEBERG returned attention to the earlier
hypot heti cal regarding the fencing project, and inquired as to
the tax ramfications if the subcontractor nerely supplied the
mat eri al .

SENATOR HUGA NS said that he didn't know.
3:29: 25 PM

REPRESENTATI VE GUTTENBERG related his wunderstanding that the
contractor isn't taxed, but the subcontractor is taxed for the
total value, regardless of services. He then asked if all
subcontractors are taxed, regardless of the location of the
busi ness.

SENATOR HUGGE NS reiterated t hat this [ taxation on
subcontractors] wll spread throughout the state if nothing is
done. However, he agreed that there should be assurances that
there shouldn't be a way to circumavigate [appropriate |ocal
taxation]. Senat or Huggins said that he would obtain an answer
for Representative Quttenberg.

REPRESENTATI VE GUTTENBERG inquired as to whether this is a new
practice or ordinance.

SENATOR HUGGE NS specified that this is a new practice.
3:32: 00 PM

DAVID LANTZ, General Manager/Omer, Dy nond Electric; Board
Menber, National Electrical Contractors Association - Al aska
Chapter (NECA), informed the commttee that he bid the None
project in August 2001 and perforned the work in 2002. He noted
that Dinond Electric had done work on the Nonme airport over the
course of the last 15 years. During those 15 years, the tax had
never been an issue because by definition it's a retail sales
t ax. Di nond El ectric purchased sone $75,000 worth of services
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and goods in the city and paid taxes on those. The conpany al so
paid the sales tax on the gross amount of the subcontract, and
therefore Dinond Electric was double taxed on the portion paid
on the itens and services purchased in the city. M. Lantz
highlighted that it wasn't until 2002 that [the Cty of None]
applied the sales tax to Departnent of Transportation & Public
Facilities projects, and thus there was a change in the [city's]
interpretation of howto apply the tax.

3:34: 26 PM

MR. LANTZ opined that Dinond Electric was caught by surprise
with the change, and therefore the conpany paid sonme $20,000 in
taxes as well as another $10,000 or so in attorney fees to
resolve the issues. As a NECA board nenber, M. Lantz inforned
the conmttee that research discovered that there were other
i nstances, beyond the None project, in which the [double]
taxation occurred. M. Lantz expressed the need to have a known
playing field with regard to what's taxed on state projects in
communities across the state.

3:36:51 PM

REPRESENTATI VE GUTTENBERG asked if, in a normal bid docunent for
a state project, [the subcontractor] would receive all of the
taxation policies that woul d apply.

MR. LANTZ, drawi ng on his 20 years of working on state projects,
that subcontractors worked under the assunption that they, as
well as the general contractor, were not subject to sales tax.
Therefore, it hasn't been an issue on state projects because in
practice state projects have been exenpt fromthe sal es tax.

3:37:53 PM

REPRESENTATI VE LEDOUX surm sed that the real problemis that M.
Lantz's conpany was caught between the changes made between 2001
and 2002. Therefore, if the subcontractor now knows, she
inquired as to how difficult it would be to check with the
comunities regarding taxation just as they would check fuel and
mat eri al prices.

MR. LANTZ said that he didn't want to see communities changing
their mnd about taxation [between the tinme a project is bid and
the work is perforned].

3:39:13 PM

HOUSE L& C COW TTEE -23- April 30, 2005



REPRESENTATI VE ROKEBERG asked whether the general contractor
paid a tax as well as M. Lantz.

MR. LANTZ expl ained that the general contractor didn't pay a tax
on its contract, although he did pay taxes on the |ocal services
purchased in the comunity. Several subcontractors received
bills fromthe city.

3:39: 54 PM

REPRESENTATI VE CRAWFORD asked whether a private contractor in
the City of Nonme would be charged sales tax on the total anpunt
of a non-state contract.

MR. LANTZ related his belief that tax-exenpt status has only
been applied to state contracts and thus contractors pay | ocal
taxes on private work in the Gty of None.

3:40: 48 PM

DENI SE M CHELS, Mayor, City of Nome, noted that the committee
shoul d have a copy of her three-page letter in opposition to SB
158. This legislation, she opined, wunfairly restricts the
city's ability to raise revenues for services. She inforned the
committee that nost of the revenue received by the Gty of None
is through property and sales taxes. However, 40 percent of the
property in None is exenpt, yet those [residents] use the city's
services |like everyone else. When contractors work in the
comunity, they too wuse the <city's services. Ther ef or e,
collecting a sales tax on the subcontractors helps pay for the
use of those services. Mayor M chel s pointed out that whether
or not to charge the sales is an option. She indicated that
| arger communities don't apply the sales tax in this way because
they have a | arger tax base.

MAYOR M CHELS highlighted that the rules of engagenent differ in
each community, and in fact the state request for proposals
reconmends contacting the |ocal governnent regarding possible
fees. She then turned attention to the recent |ack of munici pal
revenue sharing, which she indicated was a [contributing factor]
for the City of Nome in 2004 to raise its sales tax from 4
percent to 5 percent in order to help offset the rising
operating costs for the conmunity. Mayor M chels said that
taking away this taxation option would hurt the Gty of None.
She informed the commttee that the contractor is exenpt from
the sales tax [on state projects] and obtains a building permt
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that provides tax-exenpt status on purchases in the town. The
subcontractor can also apply for a building permt.

3:44:12 PM

REPRESENTATI VE ROKEBERG i nquired as to whether the tax exenption
for a general contractor is in the Gty of Nome's |ocal
or di nance.

MAYOR M CHELS indicated that it's state | aw.

DEBORAH GRUNDMAN, Staff to Senator Huggins, Alaska State
Legislature, pointed out that due to the state's sovereign
immunity, the state is inmune from taxation except when it has
expressly been waived by the state. Nothing in statute waives
the state from taxation, she said. Therefore, the problemis:
"there's a contract and a subcontractor is tied right to that,
defined as an entity to whom the contractor sublets part of the
contract." Practices such as in None raise the price of
construction projects.

3:45:30 PM

REPRESENTATI VE ROKEBERG returned to the earlier nention that a
subcontractor could apply for a building permit in order to
recei ve an exenption fromthe sales and use tax.

MAYOR M CHELS clarified that the holder of the building permt
would not have to pay tax on the supplies purchased in town.
She noted that nost contractors and subcontractors ship in their
materials to None.

3:46:10 PM

REPRESENTATI VE ROKEBERG surmised then that Mayor M chel s
believes that the issue of double taxation could ve been avoided
if the subcontractors had applied for a building permt. He
inquired as to the fee for a permit on a $400, 000 contract.

MAYOR M CHELS answered that the fee is based on a percentage of
t he project.

3:46: 41 PM
KATH E WASSERMAN, Al aska Municipal League (AM.), related that

AML is opposed to SB 158, which is outlined in a letter that
should be in the commttee packet. Ms. Wasserman said that
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AM.' s mai n concern IS t hat t he | egi sl ature and t he
adm ni stration, through various actions, have made it clear that
municipalities will have to survive on their taxing ability.
She related that AM. believes that taxing decisions should be
|l eft to those at the l|ocal |evel.

REPRESENTATI VE CRAWORD inquired as to how M. Wasserman felt
about the sane construction dollars being taxed tw ce.

3:49: 01 PM

M5. WASSERMAN, recalling her experience as a contractor, said
that when she wasn't [working] on a state project, she paid
sales tax on her contract as well as the services she incurred
while in the community. Ms. Wassernan highlighted that in many
comunities there are state buildings that aren't taxed at all,
while the state receives the sane services as all the property
taxpayers in the community.

3:49: 52 PM

SENATOR HUGGE NS characterized this practice [of t axi ng
subcontractors on state projects] as being viewed as revenue

sharing by those comunities using it. However, he indicated
that doing so drives up the price of contracting. Therefore
Senator Huggins opined that it's a sinple question. Senat or

Huggi ns suggested that people could be charged for the use of
the local services, but "don't go after the contractor" [because
either way they pay for the services used]. He rem nded the
conmmittee that SB 158 would create a stable environment and
contain the price of contracting.

3:52:32 PM
REPRESENTATI VE KOIT announced that he has a conflict in voting
because SB 158 could potentially inpact hi s busi ness

envi ronnent .

CHAI R ANDERSON said that Representative Kott would be required
to vote.

3:53: 02 PM

REPRESENTATI VE GUTTENBERG said that he's torn between both sides
of this issue.
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CHAIR ANDERSON said that although he, too, is torn, the
| egi sl ati on should nove forward. He also recognized the dil emma
that municipalities face with budgeti ng.

3:54: 28 PM

REPRESENTATI VE CRAWFCRD opined that there are two questions
her e. One is whether there should be nunicipal assistance and
revenue sharing and the other is whether state projects should
be taxed by a nunicipality. He noted that he believes in
muni ci pal assi stance and revenue sharing, but that's not what SB
158 is about. He recalled testinony that the |ocal conmmunity

benefits when the state spends state dollars in a community, and
therefore he opined that those dollars shouldn't be taxed.
Representative Crawford concluded by announcing that he would
advance SB 158.

3:55:11 PM

REPRESENTATI VE LEDOUX said that she wouldn't hold up the
| egi sl ati on. However, she reiterated that she has sone serious
problenms with it because she didn't see any difference between
the state having a contractor and the nunicipality taxing the
subcontractor or a private individual.

REPRESENTATI VE LYNN noved to report SB 158 out of commttee with
i ndi vidual recommendations and the acconpanying zero fiscal
note. There being no objection, it was so ordered.

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

Labor and Commerce Standing Conmittee neeting was adjourned at
3:56: 21 PM
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