HOUSE FI NANCE COW TTEE
March 20, 2008
1:56 p. m

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 1:56:54 PM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representative Les Gara

Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Bill Thomas Jr.

MEMBERS ABSENT

Representative John Harris
Representati ve M ke Hawker
Representative Mary Nel son

ALSO PRESENT

Representative Mke Kelly; Don Etheridge, Alaska State
AFL/ C1 O Rebecca Logan, President, Associated Builders and
Contractors Associ ation; Krista Crum Chi ef  Financi al
Oficer, Northern Industrial Training; M. Barbara Huff
Tuckness, Director of Governnental and Legislative Affairs,
Teansters Local 959.

PRESENT VI A TELECONFERENCE

M ke Sanmson, Chairman of the Board, Associated Builders and
Contractors & President, Sanmson Electric, Anchorage &
Fai r banks; Jef f Robi nson, Di vi si on Manager , Kl ebs
Mechani cal, Anchorage; Bill Meade, Attorney, Turner and
Meade, Anchor age.

SUMVARY
HB 391 An Act relating to project |abor agreenents.

HB 391 was HEARD and HELD in Committee for further
consi derati on.

HOUSE BILL NO 391

An Act relating to project |abor agreenents.
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REPRESENTATI VE M KE KELLY, Sponsor, explained that when the
Al aska Gasline I|nducenment Act (AG A was introduced I ast
year, it had no project |abor agreenent (PLA) requirenent.
As the Act noved through conmttee, it picked up a PLA

requi renent, and then a collective bargaining PLA
requirenent. The collective bargaining PLA causes a
chal l enge for non-union contractors. House Bill 391 was

i ntroduced to address that.

Representative Kelly pointed out that when non-union
conpanies are enployed on PLA projects, workers are
conpelled to pay union dues and make union health, training
and pension contributions into plans that are different than
the plans with their non-union enployer. These contri butions
may have little or no long-term benefit to the workers
because they may not be enpl oyed | ong enough to nmeet vesting
requirenents for the wunion plan. In addition, for the
duration of the project contributions are not nmade into the
enpl oyee’ s regular pension plan, and if contributions were
required to be made to maintain that plan, the enployer
woul d be required to doubl e-pay for expensive benefits.

2:01: 44 PM

Representative Kelly stated that he did not intend to
criticize labor contracts. In his experience lor contracts
are excellent. Hs intention is to level the playing field.
House Bill 391 says that if Al aska mandates that a project
be <covered by collective bargaining PLA, then it is
appropriate for the State to ensure the PLA contains
adequat e safeguards to ensure non-uni on workers benefit from
the pension contributions they nake. He wanted to put as
many Al askans to work as possible, whether union or non-
union. The bill states that any collective bargaining PLA
mandated by the State nust permt enployees who are not
covered by a local collective bargaining unit to execute a
“Benefits Election Declaration.” The Declaration would all ow
enpl oyees the option to have fringe benefit paynents and/or
contributions nmade on their behalf to either the enployer’s
exi sting benefits program or to the applicable union trust
f und.

Representative Kelly described an additional provision that
had been added in the last commttee of referral: Wthin
seven days of request, the enployee nust be provided with a
notice conparing the wunion plan wth non-union plan
benefits, so that the enpl oyee can nmake an i nformed choi ce.

2:04: 31 PM

Representative Crawford related a personal story about his
wor k history. He described benefits he would receive for the
rest of his I|ife because of excellent defined benefit
pension plans from union jobs. Wen he was young he could
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not inmagi ne being older and wanted an annuity plan that he
had easy access to. He was grateful that he had been
conpelled to invest in a pension plan. He thought the bil
woul d help younger workers nmake that sanme investnent in
their futures.

2: 07:49 PM

Representative Kelly clarified that the bill was addressing
non- uni on conpanies with enployees that want to work on the
pipeline. If a worker has tine invested with a contractor
and intends to return to that contractor after the pipeline
project, the bill would permt them to protect and add to
their primary plan during the years on the pipeline. They
al so have the choice to invest in the union piece. The point
is the freedomto nmake the deci sion.

Representative Crawford said a good portion of his
retirement comes from the pipeline years, short as they
were. He wondered if the proper tine to make a decision
about |ong-term benefits is during a worker’s younger years.
Younger people seem to prefer the cash annuity, but they
tend to take it out before they are retired. He thought the
bill would jeopardize the | onger termbenefit.

2:12: 52 PM

Representative Kelly agreed that young workers were not
always in the right franme of mnd to nake long-term
decisions. He intended the bill to give workers sone counsel
on the long-term effects of the decisions. He referred to
some of the problens associated with the previous pipeline
project, sonme of which have been addressed. The situation is
still not perfect for non-union contractors, but the bill
woul d hel p.

2:15: 36 PM

Vice-Chair Stoltze wondered where rural workers who do not
have the sane opportunities to work on long-term projects
fit into the picture. Representative Kelly replied that
sonmeone froma rural community who works on a short project
for a contractor or sub-contractor is unable to vest.

Representative Gara noticed that the bill is witten to
apply to any PLA in Alaska. He did not support the bill for
reasons simlar to Representative Crawford's; however, he
wondered if the Sponsor would accept restricting the bill to
PLAs connected with the gas pipeline project. Representative
Kelly said that would not be his preference because the
provisions in the bill would only be triggered in state-
mandated collective bargaining PLAs. He thought it
preferable to |leave the |anguage the way it is because if
| @ A does not work, another project mght have the sane
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issues. He did not see risk in tying the provision to other
proj ect s.

2:20: 14 PM

Representative Crawford explained how benefits work in the
uni on nodel. Wien a worker dies, all the noney paid in goes
back into the pension trust fund. Because of the fund, other
wor kers can draw out for a longer tinme. In a 401(k) plan,
the noney is gone once drawn out. He gave exanples of rural
workers who work in many short stints and build up good
retirements through a defined benefit pension plan. Ohers
have 401(k) plans but run into tough times and draw the
nmoney out, and then the retirenment is gone. He did not want
the State to give people a way out of defined benefits. Two
or three years on the pipeline could result in nore |ong-
| asting benefits than a 401(k) accumulated during the rest
of a work life.

2:24: 28 PM

Representative Kelly asserted that it was not necessarily
nore secure to have a defined benefit plan than a defined
contribution plan. He referred to the unfunded PERS
l[iability. He thought there would be no unfunded liability
wi th defined contribution plans. He acknow edged that there
is less threat of an unfunded liability now

Co- Chair Meyer opened public testinony.

DON ETHERI DGE, ALASKA STATE AFL/ClI O, spoke in opposition of
HB 391 and mnmade sonme clarifications regarding previous
di scussion. He pointed out that the unions to do not get any
of the trust funds. They go to the different trusts, whether
health, training, or pension. |If soneone |eaves before
getting vested, the contributions stay with the trust, not
the union. Locals do their best to nmake sure workers are
vested and don’t | ose their noney.

M. Etheridge explained that in earlier testinony, AFL/CIO
had stated that they were not opposed to the bill but wanted
to see sone anendnents that would make sure the plans were
equal for the covered as well as the non-covered units. He
said AFL/CI O had determned that it was tinme to oppose the
| egi sl ati on.

M. Etheridge was concerned that the |anguage in the bil
will cause legal problens with the federal Enploynent
Retirement Inconme Security Act (ERISA) provisions. The
unions are commtted and willing to negotiate in good faith.
Al employees working wunder the PLA wll have better
benefits than what exists in the non-union sector at this
time.
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2:31: 04 PM

Representative Kelly reveal ed that he had not known AFL/Cl O
woul d oppose the bill if the plans were not the sane. He did
not think it was practical to say that a non-union
contractor that has been in business for twenty or nore
years could make that happen. He did not think it would be
wor kabl e to put the plans together. M. Etheridge responded
that under the PLA the wage package would have to be the
sane.

REBECCA LOGAN, PRESI DENT, ASSQOCI ATED BUI LDERS AND
CONTRACTORS ( ABC) ASSCOCI ATI ON, spoke in support of the bill.
She said ABC had actively pursued not having PLA | anguage in
AG A and were disappointed to see it included. They thought
HB 391 cleanly addressed their issues. The worker has a
choice to stay wth current enployer’s plan or nmake
contributions to the union plan. She thought that was fair.

Representative Gara queried her as to ABC s interest in the
bill. Ms. Logan said that ABC has |ong fought project |abor
agreenents in any form One of the issues with PLAs that
they struggle with nost is fringe contributions to union
pensi on pl ans.

Representative Gara wondered what was at stake economcally
for ABC if workers had one plan or the other. M. Logan
responded that ABC wanted to see all workers treated fairly.
She described a scenario of an Al askan conpany that would
very likely be working on a gas pipeline project, Udel hoven
Olfield System Services. In the scenario, Udel hoven woul d
sign an agreenent. They would have enpl oyees who have been
wor ki ng for them for decades with existing benefit packages.
When Udel hoven signs a | abor agreenent |ike that, then the
enpl oyees traditionally would be required to nake the
pension contributions to a union plan. The bill would allow
them to choose.

Representative Gara asked if under the provision there would
be a cost to the enployer. M. Logan replied that there
woul d be an economic inpact if the bill does not pass. A
conpany like Udel hoven would face neking duplicate
contributions for the termof the project.

2:36: 37 PM

Representative Crawford asked for clarification regarding
the duplicate contributions. M. Logan replied that the
| abor agreenment would determine the anount of the
contribution. A conpany |ike Udel hoven would be bound to
make the negotiated contribution. For that enployee for that
project they nmake a contribution based on the terns of the
contract. Wthout the legislation in place, they would make
it to the union pension plan and m ght al so have to maintain
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contributions to their own plan on behalf of the sane
enpl oyee.

2:39: 29 PM

Representative Crawford asked, for sake of discussion, if
t he amount negotiated in the PLA was $5.50, but Udel hoven’s
plan stipulated they pay $4.00, what would happen to the
difference. Ms. Logan did not answer the question.

2:42: 12 PM

KRI STA CRUM CHI EF FI NANCI AL OFFI CER, NORTHERN | NDUSTRI AL
TRAINING (NIT), spoke in support of HB 391. In 2007 they
trained over 800 Al askans, both union and non-uni on peopl e.
She described an experience of being enployed by a union

When the position was term nated, she was not vested, so she
will not get those contributions. She thought all workers
shoul d have the right to chose where the funds go.

2:44: 32 PM

M5. BARBARA HUFF TUCKNESS, DI RECTOR OF GOVERNMENTAL AND
LEG SLATI VE  AFFAI RS, TEAMSTERS LOCAL 959, spoke in

opposition to the bill. Teansters 959 is strongly for
enpl oyee choice and agrees with the concept of choice in HB
391. One of the reasons they are opposed to the bill is

because benefits are a mandatory subject of collective
bargaining. She is paid to represent union workers and
ul ti mately non-uni on workers, because the better benefit and
wage packages they are able to negotiate in a collective
bargai ning agreenment nakes everything better for all
wor ker s.

Ms. Huff Tuckness explained that the nmgjority of non-union
contractors do not have the same overhead as union
contractors with respect to wage and benefit packages. In
fact, ABC is on record fighting the prevailing wage,
sonet hi ng Teansters has fought to increase.

Ms. Huff Tuckness referred to litigation in relation to the
pipeline thirty years ago because of changes in |egislation
at the state level. She enphasized that all pension and
heal th benefit plans are governed under ERISA State |aw
cannot be inconsistent with the federal |aw.

Ms. Huff Tuckness said that ABC is trying to get |aws
changed so they can provide benefits to their particular
contractors through this process and they use the unions and
they use the big enployers as exanpl es.

Ms. Huff Tuckness thought the public conversation was
i nportant.
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Ms. Huff Tuckness maintained that HB 391 says potential sub-
contractors for the gas pipeline do not have to trust the
contract negotiations with the unions. The big oil conpanies
will be ultimately responsible for negotiating the PLA with
union representatives who know and understand enployee
i ssues. Those non-union contractors should be required to
provide a benefit plan. Her concern is litigation resulting
from changing a particular term under AQJA, but also
attenpting to legislate on a state |level what is already
mandatory subjective bargaining under a federal l|aw. The
communi cation that matters in contract negotiations is at
the table, not in |egislation.

2:54: 59 PM

Ms. Huff Tuckness descri bed concerns that HB 391 woul d be at
odds with the ternms and conditions of the existing AGA
| egislation as well as ERI SA.

Representative Gara asked if she thought HB 391 would all ow
a selection between a defined benefit plan and a defined
contribution plan. Ms. Huff Tuckness replied that she reads
the bill as providing the sanme expectations for wunion or
non-uni on regarding benefit packages. Representative Gara
asked if passed what would it do in ternms of benefit
packages that would be nade avail able to an enpl oyee.

Ms. Huff Tuckness reiterated the centrality of negotiations
in collective bargaining.

2:59: 03 PM

Representative Thomas described a friend who took his
retirement out of the State and noved it in order to get a
better return. He asked if a retiring state enployee can
take their benefit package with them M. Huff Tuckness said
that under the old system the enpl oyee could take benefits
with them and continue to get credit. It is no |[|onger
transferrabl e under the current system

Representati ve Thomas asked how nmany people she thought
woul d work the planned pipeline. Ms. Huff Tuckness said that
at the peak of the previous pipeline, Teansters Local 959
al one represented well over 25,000 enpl oyees. Representative
Thomas wonder ed how many of those people left their noney in
the retirenent account because they |eft and went el sewhere.
Ms. Huff Tuckness replied that she could not answer that but
could find nunbers.

3:02:26 PM

Representative Thomas stated that he favored the bill. He
does not support PLAs. He appreciated the ability to work
flexibly and still have sonething to show for that tine.
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Ms. Huff Tuckness stated that many people attenpt to get
vested. It is a choice to get that vesting.

3:03:51 PM

Representative Crawford thought the key was to negotiate at
t he begi nning of the pipeline so that everyone who works the
pipeline gets the benefit of what they paid in. The five
year vesting can be adjusted now.

3:05:47 PM

Representative Gara said although he supports defined
benefits, he thought the best argunent on the other side is
t hat when sonmeone works for a few years without intending to
vest, he doesn’'t want them wal king away with no retirenent
or defined contribution. M. Huff Tuckness enphasized the
enpl oyee’ s choice to wal k away. She responded that if there
are other opportunities, they could nove from one job to
anot her, which is not unusual in the construction industry.
They may wal k away, but they do not |ose their vestnent
option and can cone back later and work until they are
vest ed.

Representative Gara asked if the benefit plan could be
transferrable in circunstances where an enployee worked a
job with one union and then transferred to another job wth
another union. M. Huff Tuckness replied that the plans
would be different. Representative Gara reiterated his
support of defi ned benefits. He t hought defi ned
contributions worked best for those nmaking nore noney and
defined benefits worked best for those who nake | ess.

3:09: 38 PM

Representative Thomas asked how many workers Teansters 959
represented three years after the pipeline and how many
currently. M. Huff Tuckness replied that currently they
represent approximately 7,500 people across the state.

3:11: 58 PM

M KE SAMSON, CHAI RVAN OF THE BOARD, ASSOCI ATED BU LDERS AND
CONTRACTORS & PRESI DENT, SAMSON ELECTRIC, ANCHORAGE &
FAI RBANKS (Testified via teleconference), noted his support
for HB 391. He pointed out that Sanson offers two pension
plans, one of which is a defined contribution. For
electricians currently, the fringe benefit is $17.83 per
hour for pension, training and health. Samson contributes
the entire $17.83 into the defined contribution for every
hour worked. CQutside of a union program this contribution
noney i s considered wage. The noney is 100% vested with the
first dollar that goes into it; the worker can draw on it at
any time. There is also a profit sharing pension plan, with
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401(k), 50 cents on the dollar with 3% cap. He noted that
they are 100% behind their workers and pay for 75% of
wor kers’ health insurance outside of the fringe package. He
t hought the bill is about choice, not negotiation. Once the
negotiations wth AG A are conplete, the fringe package
woul d have to conply with ERISA. If a conpany has an ERI SA
approved pension plan, then the workers should be able to
choose to put their noney in that.

M. Sanson was disappointed in the shortsightedness of
official vote taken | ast year when coll ective bargai ni ng was
inserted in the PLA | anguage.

3:16:42 PM

Representative Gara asked about the non-defined benefit plan
cap at 3% M. Sanson described the 401(k) plan, which was
previ ously not capped; nowit is capped at 3%

JEFF ROBI NSON, DI VI SI ON MANAGER, KLEBS MECHANI CAL, ANCHORAGE
(Testified via teleconference), stated that PLAs place an
unfair financial disadvantage on the workers on a project
who have not previously been part of a collective bargaining
agreenent. He thought forcing workers to make contri butions
to a benefit plan, knowing they would not receive it, was
unet hical. An enployee could stay five years and be vested,
but he thought the nmajority probably would not do that.
Kl ebs Mechanical nmakes contributions to benefit plans
rangi ng from $27,000 to $36, 000 annual | y per worker. Wrkers
cannot afford to nmake annual contributions in that anmount to
plans that will never benefit them

M. Robinson said Klebs would never sign a PLA because of
t he har dshi ps t hat woul d place on the workers;
unfortunately, smaller conpanies may decide to go with a
PLA, which would put their workers at a disadvantage. |f
they had to contribute to the union plan, they would see
none of it if they didn't stay |ong enough to becone vested.
He was concerned about rural workers who work short stints.
The biggest non-union contribution vehicle is the 401(k);
however, another option approved by ERI SA is the Individua
Retirement Account (IRA) or Roth IRA. The enpl oyee woul d be
able to contribute to the plan if the enployer did not have
one. The enployee can walk away and that noney is always
t here.

M . Robi nson spoke to Representative Crawford’ s description
of his union benefits, but stated that there are good and
bad plans. Sonme plans put workers in jeopardy in their |ater
years. The bill gives the worker a choice.

3:22:30 PM
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Representative Crawford stated that the conpany-sponsored
pension plans that are in trouble did not have a set anount
that they had to contribute on the worker’s behalf each
year. The building trades are in good shape. They have a
mul ti pl e enpl oyer wel fare association. He did not know of a
conpany that would be working on the pipeline that was in
trouble. The anount of noney for the plan is set by hour and
i nvested w sely.

M. Robinson had heard that some pension funds were in
jeopardy. He referred to Departnent of Labor statistics that
uni on nmenbership is declining from 26% in 1977 to at 13.3%
in 2007 Uni ons.

Co- Chair Meyer thought there was risk in all plans.

Bl LL MEADE, ATTORNEY, TURNER AND MEADE, ANCHORAGE (Testified
via teleconference), spoke in support of HB 391. He
negoti ates col |l ective bargaining agreenents. He thought the
bill ensures the enployee the opportunity to get sonething
fromthe pension contributions made under nmandated PLAs. The
State is conpelling a PLA. Many enpl oyees make contri butions
to union pension plans and never see a penny of it.

3:27: 06 PM

PUBLI C TESTI MONY CLOSED

Vice-Chair Stoltze wanted quantifiable information regarding
how many people don’t end up vesting and what that adds up
to.

Representative Gara voiced his skepticism regarding defined
contribution plans for people who are not maki ng hi gh wages,
because that translates to |ess noney put away. If they
retire in a good stock market, it mght be good, but
retiring in a bad stock market could be bad.

Representative Kelly responded that the purpose of the bill
is for the enployee to be able to choose, not to address
defined contribution or defined benefit. He related his
experience with the effects of the unfunded liability. He
poi nted out that nation-w de, seven out of eight people are
not union. In Alaska three out of four workers are not
union. He intends HB 391 to protect those people now that
the State has the collective bargaining PLA | anguage.

3:36:16 PM

Vice-Chair Stoltze said he would |ike to have Conm ssioner
Bi shop from Departnent of Labor and Wrkforce Devel opnent
testify and clarify sonme issues related to the |Iaw. Co-Chair
Meyer agreed. He asked about the stance the Adm nistration
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was taking on the issue. Representative Kelly replied that
t hey are remaining neutral.

HB 391 was HEARD and HELD in Commttee for further
consi derati on.

ADJ OURNVENT

The neeting was adjourned at 3:37 PM

House Fi nance Conmmittee 11 03/20/08 1:56 P. M



