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"An Act relating to a tax credit for corporate incone taxes paid
for qualified research and developnent expenditures; and
providing for an effective date."

- Moved CSHB 118(L&C) OQUT OF COW TTEE

HOUSE Bl LL NO. 122

"An Act relating to naturopaths and to the practice of
nat ur opat hy; establishing an Al aska Naturopathic Medical Board;
aut hori zing nedical assistance program coverage of naturopathic
services; anmending the definition of 'practice of medicine ; and
providing for an effective date."

- HEARD & HELD
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01/ 24/ 11 (H READ THE FI RST TI ME - REFERRALS
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02/ 18/ 11 (H) L&C AT 3:15 PM CAPI TOL 106

02/ 18/ 11 (H Heard & Held

02/ 18/ 11 (H) M NUTE( L&C)

02/ 25/ 11 (H) L&C AT 3:15 PM BARNES 124

02/ 25/ 11 (H Schedul ed But Not Heard
03/11/11 (H L&C AT 3:15 PM BARNES 124

BILL: HB 122

SHORT TITLE: NATURCPATHS
SPONSOR(s):  MUNCZ

01/ 26/ 11 (H) READ THE FIRST TIME - REFERRALS
01/ 26/ 11 (H) L&C, HSS, FIN

02/ 28/ 11 (H) L&C AT 3:15 PM BARNES 124

02/ 28/ 11 (H Heard & Hel d

02/ 28/ 11 (H) M NUTE( L&C)

03/ 09/ 11 (H L&C AT 3:15 PM BARNES 124

03/ 09/ 11 (H) Heard & Hel d

03/ 09/ 11 (H) M NUTE( L&C)

03/ 11/ 11 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 155

SHORT TI TLE: PUBLI C CONSTRUCTI ON CONTRACTS
SPONSCR(s) : LABOR & COMVERCE

02/ 11/ 11 (H) READ THE FIRST TIME - REFERRALS
02/ 11/ 11 (H) L&C

02/ 25/ 11 (H L&C AT 3:15 PM BARNES 124
02/ 25/ 11 (H) Heard & Hel d

02/ 25/ 11 (H) M NUTE( L&C)

02/ 28/ 11 (H L&C AT 3:15 PM BARNES 124
02/ 28/ 11 (H) Heard & Hel d

02/ 28/ 11 (H) M NUTE( L&C)

03/ 07/ 11 (H) L&C AT 3:15 PM BARNES 124
03/ 07/ 11 (H) Heard & Hel d

03/ 07/ 11 (H) M NUTE( L&C)

03/ 09/ 11 (H) L&C AT 3:15 PM BARNES 124
03/ 09/ 11 (H) Heard & Hel d

03/ 09/ 11 (H) M NUTE( L&C)

03/ 11/ 11 (H L&C AT 3:15 PM BARNES 124

W TNESS REG STER

CURTI S THAYER, Deputy Comm ssi oner
Departnment of Commerce, Conmunity & Econom c Devel opnment ( DCCED)
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Juneau, Al aska
POSI TI ON STATEMENT:  Testified and answered questions during the
di scussi on of HB 118.

JOHANNA BALES, Deputy Director

Tax Division, Anchorage Ofice

Depart ment of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of HB 118.

Bl LL POPP, President; Chief Executive Oficer

Anchor age Economnmi ¢ Devel opnent Corporation (AEDC)
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 118.

DAN VH TE

Associ ate Vice Chancell or of Research

Uni versity of Al aska Fairbanks (UAF)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 118.

ALLAN JOHNSTON, Vi ce-President

Wedbush Morgan Securities

Co- Presi dent/ Chi ef Encouragenent O ficer;

The Entrepreneurs and Mentors Network, Inc.

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 118.

TOM GOODE
Honmer, Al aska
POSI TI ON STATEMENT: Testified in support of HB 122.

KATY SHERI DAN, Physi ci an; Menber

Al aska Acadeny of Fam |y Physicians ( AKAFP)

Sol dot na, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 122.

MARI ON GRANDHOME, Physi ci an

Fam |y Practice Physician

Bet hel , Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 122.

DON ETHERI DGE
Lobbyi st

Al aska State AFL-CI O
Juneau, Al aska
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PCSI TI ON STATEMENT: Testified in opposition to HB 155.

BRETT ALLI O Manager

| nt ernati onal Brotherhood of Electrical Wrkers (I BEW 1547
Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 155.

BENJAM N STEWART
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified during the discussion of HB 155.

SHAWN TUFFORD
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 155.

LI NDSEY HI LL, Menber

Carpenters Local 1243

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 155.

ROBI N KELLY, Menber

| nt ernati onal Brotherhood of Electrical Wrkers (I BEW 1547

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 155.

PHI LI P ROBERTSON
Wasill a, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 155.

DAVI D RU Z
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 155.

DI ANA RUHL, Menber

| nternati onal Brotherhood of Electrical Wrkers (I BEW 1547
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 155.

LARRY TALBERT, Menber

Pl umbers & Pipefitters

Pal mer, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 155.

PAT FALON, Menber

Laborers Local 341

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 155.
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DAVI D MCALLEN, Menber

I nternational Brotherhood of Electrical Wrkers (IBEW 1547;
St at ewi de Tr ai ni ng Coor di nat or; Al aska  Joint El ectrica
Apprenticeship & Training Trust (AJEATT)

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 155.

JOHN SWORTFI GUER, Menber

Laborers Local 942

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 155.

ERI C SLAY
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 155.

JUSTI N JACKSON, Member

Carpenters Local 1281

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 155.

RAYMOND DELL, Menber

Car penters Local 2247

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 155.
ACTI ON NARRATI VE

3:18:42 PM

CHAIR KURT COLSON called the House Labor and Commrerce Standing
Commttee neeting to order at 3:18 p.m Representatives 0 son

Thonmpson, MIler, and Saddl er were present at the call to order

Representati ves Chenault and Johnson arrived as the neeting was
i n progress.

3:19: 00 PM
The committee took an at-ease from3:19 p.m to 3:25 p. m
3:25:50 PM

CHAIR OLSON restarted the neeting after experiencing technica
difficulties.

3:26: 09 PM
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HB 118- RESEARCH AND DEVELOPNMENT TAX CREDI T

3:26: 25 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 118, "An Act relating to a tax credit for
corporate income taxes paid for qualified research and
devel opnent expenditures; and providing for an effective date."

3:27: 00 PM

CURTI S THAYER, Deputy Conm ssioner, Department of Comrerce,
Community & Econom c Devel opnent (DCCED), stated that innovation
can be expensive and tine consum ng. It can also spark a chain
reaction of investnents and capital that spills over into every
sector of our econony. Forty other states have recognized that
by establishing a tax credit for research and devel opnent in
addition to denonstrating economc benefits, gives them a
conpetitive advantage over Al aska. This bill, HB 118, would
address this issue by establishing a 20 percent tax credit for
qualified research and devel opnent conducted by corporate
t axpayers in Al aska. In effect, the research and devel opnent
t ax credit woul d stinul ate private sect or i nvest nent
entrepreneurial activity, and business expansion in Al aska. It
would bring opportunity and sustain |long-term benefits to
Al aska's econony. This bill would allow Al aska corporations to
receive a 20 percent tax credit, not to exceed $10 mllion per
t axpayer, per tax year. The research and devel opnent activities
or the enployee payroll nust take place in Al aska. In a recent
colum in the Juneau Enpire, University of Al aska Fairbanks
Chancel | or Brian Rogers recognized tangible benefits to
i ncentivize honmegrown research and devel opnent. He paraphrased
M. Roger's comments that the Governor's proposal on research
and devel opnment tax credit has the potential to significantly
boost Alaska's economc developnent in Al aska. Chancel | or
Rogers has | ong recogni zed the value of partnering the know edge
and expertise of wuniversity researchers wth the needs of
comunities and private businesses across the state. The
University of Al aska has a robust research program that has |ed
to technology developnent in areas directly relating to the
needs of the state's econony including energy, engineering,
geophysi cs, petroleum mning, health sciences, and agriculture.

M. Rogers explained how UAF's newy created office of
intellectual property and commercialization could augnent these
efforts and facilitate new partnerships that wll work to

HOUSE L&C COW TTEE - 6- March 11, 2011



commercialize intellectual property technology created by UAF s
efforts.

3:29:38 PM

MR. THAYER conti nued. The UAF' s efforts will offer a strong
conplement to the Governor's proposal. In nost states a healthy
private research and devel opnment sector work in tandem wth
university research. This has not been the case in Al aska since
very little research and devel opment has occurred in Al aska.
The research and developnent tax credit could change this
dynami c. | ndependent research and devel opnent could create a
ripple effect that benefits nore than just the businesses
i nvol ved. He referred to a 2005 Federal Reserve Bank of
Cl evel and study which exam ned economic drivers for state per
capita incone. The study indicated the greatest factors related

states' innovation and workforce devel opnent. A research and
devel opnent tax credit would incentivize innovation and
contribute to specialized work forces. In turn this would | ead

to an entrepreneurial activity business expansion in the state
that would bring jobs and econom c opportunity to Al askans.

MR. THAYER related that the bill's details indentify the kind of
research which would qualify for the research and devel opnent
tax credits. He said it is nore inportant to ook at other
states to review how investing research and devel opnment has
enhanced their "business friendly" environment and hel ped them
mai ntain a conpetitive edge. He stated that Virginia has been
at the top of Forbes ten best states for business ranking since
it has recogni zed that pronoting science and technol ogy research
and devel opnent has had a positive effect on its econony. He
pointed out that North Caroline has also been honored by the
site selection conmttee in nine of the past 10 years. Over the
years, North Carolina has provided tax incentives to encourage
research and devel opnent and increase technology investnents.
The state has remained consistent with its support of research
and devel opnent tax credits. He said that North Dakota was the
only state which showed growth through the recent recession and
has been high ranked in business climate polls. Research and
devel opnent tax credits are of the tools in its tool box. He
concluded that it is time to place Al aska on equal footing with
other states. This bill, HB 118, has the capacity to create job
opportunities for Alaskans, and spur growmh for Alaska's
busi nesses. It's good for the econony. It's good for Alaska's
famlies and it needs to be part of Alaska' s econom c tool box
when Alaska is trying to recruit businesses to Al aska.
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3:31: 57 PM

MR. THAYER referred to a PowerPoint presentation in nenbers'
packets.

3:32:40 PM
REPRESENTATI VE SADDLER asked whether the oil and gas industry

sector would benefit or to identify which industry would nost
benefit fromthe research and devel opnent tax credits.

MR. THAYER related that the bill was nodeled after a federa
research and devel opnent program

3:33:14 PM

JOHANNA BALES, Deputy Director, Tax Division, Anchorage Ofice,
Departnment of Revenue (DOR), answered that could this bill is
targeted for corporations. al and gas conpanies are
corporations and corporate inconme taxpayers. I n sone instances
the oil and gas corporations could receive oil and gas
production tax credits as well as a corporate inconme tax credits
for the same expenditures, but only in wvery limted
ci rcunst ances. She reiterated that the oil and gas credit on

t he production tax side are very limted.
3:33:59 PM

REPRESENTATI VE SADDLER related his understanding that the oil
and gas corporation inconme tax «credit and research and
devel opment tax credits could overlap, but it is not l|ikely or
woul d happen infrequently.

M5. BALES answered yes. She said that oil and gas would not be
al l oned any exploration credit or the research and devel opnent
tax credits on exploration activities. However, another oil and
gas credit pertains to capital inprovenments which may allow for
depreciation on the capital inprovenents if the equi pnent being
depreciated is used for research and devel opnment. Thus, the
research and developnment tax credits could apply but only in
very limted circunstances.

REPRESENTATI VE SADDLER asked which industry sector would nost
i kely take advantage of the program

MS. BALES related that the oil and gas corporations could avai
thensel ves of the program to offset their corporate incone
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taxes, but the governor's intent and focus is to bring in new
i ndustries, such as the md to larger size nmulti-state
corporations who could use the research and devel opnent tax
credits. She reported that 34 other states offer research and
devel opment tax credits. The state hopes to bring in new
industry to Alaska and this is the first step to incentivize.

REPRESENTATI VE SADDLER poi nted out that she identified the size
of the industry that may benefit fromthe program He asked for
further clarification on the type of industry.

VB. BALES answered the program would |ikely target the
t echnol ogy-based industries since that is the focus on the
federal side.

M5. BALES commented that one area the state has had some success
in the past is cold region research. She related that Al aska is
ideally situated and suited for this type of research

3:36: 31 PM

REPRESENTATI VE M LLER asked whether a single conpany would
qualify for four or six tax credits for the same work.

MR. THAYER answer ed no. This bill would apply to new research
and devel oprent and would reach beyond what has been budget ed.
He pointed out HB 118 contains a "look back" provision for three
years on the records to identify new research and devel opnent
for a conpany.

REPRESENTATI VE M LLER rel ated his understanding that there woul d
not be any possibility for tax credit or rebate to develop an
existing oil field. In the neantine the oil corporation would
be conducting research to renove heavier oil. He asked whet her
both credits woul d apply.

MS. BALES referred to page 2, line 8 of HB 118. This provision
provi des that a person nay not claima credit under this section
for qualified research and devel opnent expenditures which were
either deducted in the calculation of tax liability or utilized
for any other credits. Thus, if the corporation was allowed
another corporation inconme tax, noting that credit is for
corporate incone tax, the tax credit could not be wutilized
anywhere el se. The expenditures are not allowed to also be
deducted and used in the calculation of any other credit against
corporate incone tax, she said.
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3:38: 53 PM

REPRESENTATI VE SADDLER asked for an estimate of how well this
investnment tax credit has worked federally.

MR. THAYER responded that the federal research and devel opnent
tax credits have been in place for over 20 years. The federa
program keeps getting extended. He reported that a bill is
currently pending. He pointed to other states, such as North
Carolina, have successfully used this to bring in Caterpiller,
Inc. which provided 1,250 new jobs in North Carolina. He
suggested that the state should also review Virginia s aerospace
industry since Alaska is trying to expand its Kodiak Launch
facility and Ft. Geeley with respect to potential mssile
def ense.

3:39: 58 PM

REPRESENTATI VE THOWPSON noved Anmendnent 1 | abeled 27-GH1951\ A 1,
Bul | ock, 2/17/11, which read as foll ows:

Page 2, line 12:

Fol | owi ng "year,":

Insert "if three or nore taxpayers claim the
credit authorized wunder this section during the
i mredi ately preceding year,"

Del ete "names"

| nsert "nunber"

Page 2, lines 16 - 25:

Del et e "Not wi t hst andi ng AS 40. 25. 100 and
AS 43.05.230, a taxpayer claimng the credit under
this section consents to

(1) the public disclosure of its nane and
status as a beneficiary of the credit;

(2) inclusion of the anobunt of the credits
granted to it under this section and the nunber of
enpl oyees conducting the research and devel opnent for
which it clains the credit in the cunulative total
calculated by the department for reporting purposes;
and

(3) report on the inpact of the credit on
research and devel opnent for each year that the credit
is clainmed."

CHAI R OLSON obj ect ed.
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3:40: 27 PM

MR. THAYER expl ai ned the purpose of Anmendnent 1 is to protect
confidentiality of the taxpayer. 1In response to Chair O son, he
related that the anendnent was necessary due to a drafting
error, which was discovered by the Departnent of Revenue (DOR).

CHAIR OLSON renoved his objection. There being no objection,
Amendnent 1 was adopt ed.

3:42: 36 PM

BILL POPP, Pr esi dent ; Chi ef Executive Oficer, Anchor age
Econom ¢ Devel opnent Corporation (AEDC), stated that Alaska is
in significant conpetition with other conmunities and other
st at es. He pointed out that the AEDC conpetes daily with over

4,000 econom c devel opnent organizations. In the "world of
incentives" a targeted incentive can be powerful to attract
homegrown investnents. He explained the AEDC has worked on

research and devel opnent projects for industries, including the
cool supply chain, autonotive, renewable energy, mlitary
t echni cal , avi ation, life science, bi ot ech, and nedical
i ndustri es. This type of tax credit can be beneficial for
projects often caught in the "valley of death”™ or in the early
start-up phases in which conpanies attenpt to go beyond the
initial concept phase and nove to the prototype phase. Another
important part of the research and devel opnent tax credit 1is
that the credits can help attract research and devel opnent

venture capital. This is a very difficult proposition in Al aska
and the tax credit can not only leverage the noney the credit
will be applied against, but could generate additional funds

which go beyond that by reducing the risk for the venture
capitalists to beconme involved in the research and devel opnment
startup. He urged support for HB 118.

3:45: 05 PM

DAN WHI TE, Associate Vice Chancellor of Research, University of
Al aska Fairbanks (UAF), stated that he has been charged to | ead
the Ofice of Intellectual Property and Commercialization at the
University of Al aska Fairbanks. The UAF's goal is to nove
technology from the university to the private sector. Appl i ed
research and developnent wused in the private sector gives
busi nesses a conpetitive advantage in the global market. The
critical link in economc devel opnent is enhanced when
busi nesses can invest in the research and devel opnent itself.
This bill would allow the state to provide a significant
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incentive to businesses to take advantage of ener gi ng
opportunities. This bill would contribute to the university's
m ssion to conduct research and development as well as to help
nove research and devel opnent forward in the private sector for
| ong-term econom c devel opnment. He offered his belief that this
woul d be particularly true if this bill results in businesses
and industry funded research at the UAF since this could bridge
the two and |l ead to econom c diversification for the state.

ALLAN JOHNSTON, Vice President, Wdbush Mrgan Securities,
stated that he is a very strong supporter of the tax credit. He

offered his belief that the tax credits will not be the solution
but represents another tool. Currently, the biggest hurdle in
Alaska is how to build a culture of enpowernent. This bill

represents an investnment for tonorrow. He said it seenms like
just yesterday when Ken Thonpson who was President of ARCO
Al aska, Inc. ran television advertisenents depicting a female
engi neer with a tubular water separator. She indicated that the
technol ogy saved the industry over $100 nmillion dollars. He
described the pride that cones from changing things within the
community instead of waiting for things to happen. Currently,
Al aska seens to be waiting for things to happen. He highlighted
the collective inportance of research and developnent tax

credits to help enpower people to nake changes. He
characterized this bill as a good start. He stated that he wll
al so work to support other tools |like the ones this bill offers,
as wel | .

3:48: 55 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 118.

REPRESENTATI VE JOHNSON remarked that it is about tine. Al aska
has been lacking in research and devel opnent. He offered his
belief that Al aska has lost intellectual property due to a |lack
of opportunities for research. He reiterated that it is about
time.

REPRESENTATI VE JOHNSON noved to report HB 118, as anended, out
of comittee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal notes. There being no objection, the CSHB
118(L&C) was reported from the House Labor and Commerce Standi ng
Comm ttee.

3:49: 32 PM
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The committee took an at-ease from3:49 p.m to 3:53 p. m

HB 122- NATURCPATHS

3:53:13 PM

CHAI R OLSON announced that the next order of business would be
HOUSE BILL NO 122, "An Act relating to naturopaths and to the
practice of naturopathy; establishing an Al aska Naturopathic
Medi cal Board; authorizing nedical assistance program coverage
of naturopathic services; anending the definition of 'practice
of nmedicine'; and providing for an effective date."

3:53: 34 PM

TOM GOCDE stated he has been treated by a Naturopathic Doctor
(ND) for the past eight years and expressed his preference for

the naturopathic approach to nedicine. He related that
scientific research has been discovering the role nutritional
deficiencies plays in disease. The ND is one who has

extensively studied nutrition whereas 50 percent of nedical
schools do not require any nutritional courses to graduate as a
nmedi cal doctor (MD). The other 50 percent of nedical schools
only require one senester in nutrition, he said. The ND uses
prescription drugs as a last resort, but if all else fails and
they are necessary he would prefer the drugs were prescribed by
his ND. He related a scenario in which he went to the doctor

but was treated by a physician's assistant. He finds it ironic
t hat physician assistants can treat and prescribe drugs whereas
NDs cannot. He suggested an independent board consisting of

skilled NDs should govern the ©practice of Nat ur opat hi c
prof ession in Al aska.

3:55:17 PM

KATY SHERI DAN, Physician; Menber, Al aska Acadeny of Famly
Physi ci ans (AKAFP), stated she is a lifelong Al askan who has
practiced famly practice nmedicine in Soldotna for 15 years and
al so represents the AKAFP today. She identified three areas she
woul d address, including patient safety, issues raised during
the prior hearing, and the future of health care in Al aska. She
advi sed that the AKAFP opposes HB 122, primarily due to concerns
for patient safety and quality of care in Alaska. She recalled
in nmedical school the saying, "You won't meke the diagnosis if

you don't think of the disease.”" He expressed concern with the
limted training that Naturopaths receive especially in disease
process and treatnment of chronic disease. She said it is one
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thing to optimze health with nutrition and exercise but it is
another to be ruling out serious disease and planning treatnent
for chronic problens. Wile she would be the first to admt
that allopathic nedicine does not have all the answers and
conplenmentary and alternative nedicine also have a place, she
thought this bill goes too far to enpower naturopaths to
practice beyond their training. She referred to a graph in
menbers' packets that shows the different in training between
fam |y physicians and naturopaths. She pointed out that famly
physician's training is simlar to pediatricians and internists,

who also practice primary care nedicine. She expressed
significant concern since the bill would allow naturopaths to
prescri be nedications, perform preventative and screening
physicals, all of which are opportunities to identify diseases
and develop protocols for preventive care for patients. She
related that the lack of hours of education in disease process
and chronic disease managenent limts the naturopaths' ability

to provi de conprehensive care.

3:58: 08 PM

DR. SHERI DAN offered her belief that HB 122 would conpron se
health care in Al aska. She recalled earlier testinony on the
bill suggesting that other states have simlar bills pending to
allow for NDs to prescribe nedicine. She clarified that only
ei ght states have policies for prescribing and only for natura
substances pursuant to a physician's protocol. Several states

do allow NDs with "birth privileges" to admnister sone that
deliver can prescribe pitocin and antihenorrhagic drug drugs

pursuant to protocols. In fact, only a few states allow
prescription ability for NDs and then only wth Ilimted
gui del i nes. She recalled testinony that naturopaths focus on

preventive care. As a famly physician, she spent considerable
hours of training and continues to provide many hours providing
preventive care counseling and education for her patients. She
recalled testinony that sone patients did not have good
experiences with allopathic nedicine, but she did not think this

is the norm The future of health care and the concept of
health care hones necessitate the care that nust be given when
consi dering dispensing rights. She stressed the inportance of

considering what constitutes a quality provider to provide ful
spectrum health care hone needs. She enphasized that enpowering
health who are only qualified to care for a portion of a
person's health and not necessarily all aspects could set
ourselves up for reduced levels of health care honmes for the
future. She urged nenbers to exam ne who they would want caring
for their famlies.
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DR. SHERI DAN sunmari zed that the AKAFP strongly oppose the bil
as witten primarily on the basis of patient safety and quality
care issues and for the future of health care systens that wll
be established for the health care delivery systemin Al aska.

4:01:43 PM

REPRESENTATI VE M LLER asked how much training a nedical doctor
has i n pharmacol ogy or prescribing drugs in the market.

DR. SHERI DAN answered that the nunber of classes in nedical
school addressing pharmacology and nedications varies but
medi cal school al so addresses diseases and nedications.
Physicians frequently address nedical nmanagenment during their
resi dency, experience, and continuing education. She related
that nedications continually change in health care so MDs nust
keep current on the latest nmedications and potential side
effects. She reported that nedical doctors nust have 50 hours
of continuing education each year to keep their nedical |icense
current and spend a large portion of their time reviewng
medi cat i ons.

4:03:15 PM

REPRESENTATI VE M LLER asked for clarification on the source of
information that MDs use to keep current on nedications.

DR. SHERIDAN related that the sources of information physicians
use varies but many physicians use electronic sources and pocket
information with the |atest downl oads. Many physicians confer
wi th pharmaci es and keep current on medications through ongoing
continui ng education. She also perforns research at the bedside
using technology since nedications continually change. She
concluded that the reality is that physicians spend a |ot of
ti me addressing nedications.

4:04:47 PM

REPRESENTATI VE M LLER asked where the "body of information
resi des" and whether that information would also be available to
all MDs or NDs.

DR. SHERI DAN answered probably nuch of +the information is
avail able to the public. Many MDs subscribe to UpToDate, which
is an electronic scientific information resource. However, she
stressed the inportance that the person reading the information
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nmust have sone understanding of how a nedication works on the
body or on a particular disease process. Some of this
information can be pretty difficult and challenging to
under st and, she sai d.

REPRESENTATI VE M LLER asked for clarification on the source of
i nformati on.

DR. SHERI DAN answered that sone scientific forum called
"UpToDat e" collects and conpiles it.

4:06: 28 PM

REPRESENTATI VE SADDLER asked for clarification on the current
standard of care for MDs and NDs in society. He asked how this
woul d change under the bill.

DR. SHERI DAN answered that would happen through peer pressure.
She related a scenario in which in which soneone has a stroke in
Sol dotna and ends up in the hospital. The standard of care
woul d be that the physician would perform an appropriate stroke
wor k up, including disease nodifying treatnent for that patient,
depending on the findings. If the patient resides in a nore
renmote place in Alaska it may be that the standard of care may
al so be different. She explained that some communities may have
certain tests readily available or not available, such as a CAT
scans. Thus, the standard of care depends on the resources
available in a community and the other physicians avail abl e.

DR. SHERIDAN el aborated that if someone did not provide the
standard of care, nechanisns are available in the hospital to
review and address the matter. She stated that NDs are not |ay
m dwi ves. I n Sol dotna, sone people practice mdw fery and their
standards may be different from physicians delivering babies in
hospital settings. She highlighted her concern that if NDs are
enpowered to prescribe and provide preventive screening the
standard may be |lowered since the NDs may provide a different
| evel of care. She said she has observed this happen with |ay
m dwi ves since treatnment is given that would not be considered
nedi cally appropriate by Ms, but the physicians have limted
recourse over mdw fery practice. She said, "That's a very
serious concern of those of us practicing nedicine, especially
in smaller comunities in Al aska."

4:09: 20 PM
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REPRESENTATI VE SADDLER related his understanding that the
standard of care is a conmunity-based descriptive rather than an
obj ecti ve standard.

DR. SHERI DAN agreed. She stated that Anmericans have devel oped a
| evel of care based on television and the Internet so they have
expectations for a higher level of care. However, it can be
community dependent, she said.

REPRESENTATI VE SADDLER asked whether the standard of care as
practiced by NDs would be factored in to the overall standard of
care and woul d possibly tend to dilute the level of the standard
of care.

DR. SHERI DAN agreed that woul d be the AKAFP' s concern.

4:10: 23 PM

MARI ON GRANDHOVE, Physician, Famly Practice Physician, related
that she wanted to echo Dr. Sheridan's comments. She stated
that she is speaking in opposition to HB 122. She expressed
concern about pati ent safety. She said, "We  support
supervi si on. W support naturopaths but we also strongly
believe in aligning nmedical providers' scope of practice
appropriately to their training." She indicated that
naturopaths and famly physician's training are different in
volune and substance. The average famly physician has

conpleted approximately 21,000 hours of training prior to
practice whereas naturopaths have only conpleted approxinmtely
6, 000 hours. The typical famly physician has had five years of
clinical practice in the clinic, hospital, and energency room

ordering, interpreting labs and X-rays, perform ng procedures,
and prescribing nedication. The typical naturopath spends a
year or less in clinical training, which is necessarily focused
on naturopathic treatnents. She questioned whether they have
experience to safely order intravenous therapy or |V therapy or
X-rays. This bill would |eave the door open to prescribing
medi cati ons which she also questioned. She related that her

specific concerns surround pre-enploynent school and workpl ace
physi cal s, since soneone wthout adequate training could mss
risks. She highlighted that bus drivers and pilots may have
deficits in vision or hearing or |owblood sugar caused by
di abetes or seizures from an uncontrolled seizure disorder. She
poi nted out that school sports physicals nmust eval uate students
for heart disease before sports participation. She remarked on
the tuberculosis outbreak in Southwest Al aska and questioned
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whether NDs could identify these risks for personal and public
safety.

4:12:42 PM

DR. GRANDHOMVE stated that she received five years of training in
|V therapy. She related that starting Vs, prescribing 1V
t herapy, has serious potential and could easily kill a person by
giving IV saline solution at too high a concentration or too
fast a rate. She referred to a letter from the Osteopaths in

menbers' packets that indicated 93 percent of the public prefer
the term physician to be limted to licensed nedical doctors.
She indicated that it is critical patients know the
qualifications of the person treating them She concl uded by
stating that traditional and naturopathic practices can be
conpl ementary can coexi st. However, it is critical for public
safety that all providers are appropriately limted to the scope
of practice consistent with their training.

4:13: 35 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 122.

[HB 122 was hel d over.]

4:13:55 PM

The commttee took an at-ease from4:13 p.m to 4:15 p. m

HB 155- PUBLI C CONSTRUCTI ON CONTRACTS

4:15:52 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 155, "An Act relating to public construction
contracts."

4:16:13 PM

DON ETHERI DGE, Lobbyist, Alaska State AFL-CIO stated that the
AFL-CIO is opposed to HB 155 in its current form He rel ated
that he has been working wth the sponsor's office for
solutions. The topic of the threshold has been "hamrered on" so
he will cover another aspect. He also related that the AFL-
ClOs mgjor concern is the definition of "maintenance" since it
could be expanded to cover from Fairbanks to anywhere in the
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country. The rate could be zero but could circunvent the Little
Davi s- Bacon rates by defining the work as "nmai ntenance.”

4:18:10 PM

MR. ETHERI DGE recall ed Representative Tamme WIson's testinony
with respect to the road service areas (RSAs). He expl ained he
serves on the Juneau Docks and Harbor Board and the process they
use to issue a "tinme and materials" contract is a simlar to the
ones the RSAs use since the contractor my perform sone
el ectrical work today and need plunbing tonorrow. He offered
his belief that the issue that has caused the RSA' s concern is
that the project costs are added together and put it under one
contract instead of issuing separate contracts.

4:18:55 PM

MR. ETHERIDGE related that he has held conversations with many
nonuni on contractor friends who are not testifying today because
they don't want to |ose their jobs. He indicated his friends
have related that they are able to wirk due to the smal
residential renodels between construction seasons but nonunion
workers also count on Little Davis-Bacon (LDB) wages to keep
"their heads above water." He also recalled earlier testinony
on prevailing wages. He reported the first prevailing wages in
Al aska were established in 1960 based on the 1959 changes to | aw
and at the tine the average wage was $5 per hour. Currently the
prevaili ng wages average $50 per hour, which is a ten-fold junp.
Using those figures, he extrapolated the threshold would be
$20, 000, based solely on the wage changes.

4:20:40 PM

CHAIR OLSON recalled reviewing research on the prevailing wages
for 1935 which indicated a range for the prevailing wages from
$.50-$1. 50 per hour. He reiterated the last tinme the threshold
was changed was in 1935.

MR. ETHERI DGE pointed out 1960 was the year when the Al aska
prevailing wage went into effect.

CHAIR OLSON agreed that his office has been working with a
nunber of the stakehol ders, i ncluding unions, muni ci pal
organi zation, and sever nunicipalities. He reported progress is
bei ng nade. He agreed the crux of the issue is the definition
of mai nt enance.
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MR. ETHERI DGE agr eed. He hoped for a reasonable solution that
woul d work for everyone.

4:22:35 PM

REPRESENTATI VE SADDLER inquired as to whether he could give him
a rough idea, a "gut feeling" of the amount of construction in
Al aska is subject to the LDBA and for the anount perforned
out si de the act.

MR. ETHERIDGE offered his belief that the LDBA projects would
include a mnimm of 65-70 percent of the public construction
contracts, but the figure would not include honebuil ding or hone
renodel s.

4:23:39 PM

REPRESENTATI VE M LLER recall ed working construction year round
on the East Coast. He asked for an estimate of a |ong
construction season in Al aska.

MR. ETHERI DGE pointed out that he worked as the business agent
for the |aborers union. He indicated the construction period
ran from md-April to the beginning of Septenber. He offered
that sone work such as high-rise construction could be done year
round. He offered his belief that nost of the crews were back
in the hall by the md to the end of Septenber and by end of

April.

REPRESENTATIVE M LLER related his understanding that the
construction season |asts about seven nonths and workers are
working to nmake a year's worth of wages during that tine.

MR. ETHERI DGE answer ed yes.
4:25:16 PM

BRETT ALLI O WMnager, |International Brotherhood of Electrical
Wrkers (IBEW 1547, agreed it is not a union versus nonunion
issue but the issue relates to all of Al aska's workers. He did
not think the issue of contractors comng in from Lower 48 would
be based on a set dollar anount. He pointed out that
contractors come to Alaska to work on big chain stores and since
they are already nobilized would be nore likely to bid on other

| obs. He indicated that the cities, state, and nunicipalities
currently enploy naintenance people to perform snow renoval,
brushi ng, and street cleaning. He recalled that in Juneau the
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docks & harbors nmmintenance work is contracted out. He
suggested that the definition of construction includes
mai ntenance it my not be necessary to have a separate
definition for maintenance.

4:29: 07 PM

BENJAM N STEWART stated that as a retired union enployee he
feels like he is in the shadow of death anpong friends. He said
that he has been a Teanster, an operator, a |aborer, but
currently is a road service area (RSA) chairman. He pointed out
that his RCA has 92 lots in his service area which collect
$24,000 in taxes. The road service area (RSA) saved nobney to
get the road paved, but only one contractor bid under LDBA
wages. He would like to see the threshold raised. He did not
see many larger |ocal construction conpanies bidding on the
borough service area jobs. He recalled that approximtely 107
different service areas exist in Fairbanks. He pointed out that
not all are taxed as high as his service area. He offered that
he cannot obtain a bid for asphalt or diesel since prices have
substantially increased in the past three or four weeks. He
recalled that a |load of gravel used to run $150 for D1 gravel
but under LDBA provisions it is costing nearly $500 per l|load so
many service areas do not tax thenselves enough to cover
mai nt enance. He said, "We're one of the luckier service areas.
At the sane time, | don't |like to see ny brothers here out of
wor k, but when you' ve got a service area and you need service
work done it's not al ways sonme new construction, it's
mai ntenance. | think that's where a ot of the problens cone in
hand. " He added he plans to travel to Juneau to personally
di scuss this issue.

4:32:30 PM

SHAWN TUFFORD stated that he is an Al askan resident and
construction worker. He related he researched what happens when

LDBA |laws are basically "repealed." He cited his source for
prevailing wages and governnment contracting costs from the
Institute of Social and Econom c Research (ISER) 2008. The

report concluded that an overwhelmnmng preponderance of the
literature shows that prevailing wage regul ati ons have no effect
on the cost to governnment on contracted public works projects.
Wrkers on prevailing wage contracts tend to be higher skilled,
better trained, and are |less prone to serious and fatal injuries

on the job site. Prevailing wage regulations contribute to
enhanced tax revenues and higher wages support consuner
spendi ng. Prevailing wage regulations discourage unscrupul ous
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contractors who typically cheat on payroll taxes, enploy a |ow
skilled workers and skirt health and safety requirenments on the
job site. Prevailing wage regulations also help expand
apprenticeship training prograns which enrich the comunity by
offering avenues for residents to secure good paying mddle
cl ass | obs. Renoving prevailing regulations and thereby
| onering wage and benefit standards shifts substantial costs
onto taxpayers by pushing workers into requiring nore subsidies
in health care, housing, and other social services. It also
di spl aces or di m ni shes m ddl e cl ass j obs t hat have
traditionally supported |local consumer spending which hurts
| ocal busi ness. In response to Chair A son, he stated he would
forward copies of the reports to the conmttee.

4:36: 02 PM

LI NDSEY HILL, Menber, Carpenters Local 1243, testified in
opposi tion.

4:36: 56 PM

ROBI N KELLY, Menber, International Brotherhood of Electrical
Wrkers (IBEW 1547, stated that he is representing hinself, his
famly, and his future. He joined the construction industry
since he saw a future in it but that future is unclear with the
proposed adjustnent to the LDBA s threshold. He thought the
effect would be to allow the | owest bidding contractor to bring
a labor force from the Lower 48 and pay them a non-conpetitive
wage. He thought to do so would jeopardize not only his future
but the future of every hard-working Al askan.

4:37:35 PM

PHI LI P ROBERTSON stated he has been enployed in the construction
i ndustry for over twenty years as a project supervisor. Many of
the projects he has overseen under $75,000 have been under LDBA
wages. He predicted that lowering the threshold would have the
effect of lowering the standard of I|iving, and reducing workers
wages would also reduce the anmount of taxes they pay. He
pointed out that with the short construction season in Al aska
that workers need to nmke as much noney in Alaska during the
summer. He asked the commttee who would benefit fromthe bill.

CHAIR OLSON answered that the nunicipalities and boroughs have

requested the bill. He pointed out that the threshold has been
amended down to $50,000, which has not been changed since 1935.
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The prevailing wage in 1935 was $.50 to $1.50 and the threshold
has not been reviewed in 71 years.

4:39:31 PM
MR. ROBERTSON was still unsure who would benefit. He asked
whet her commttee nenbers are willing to take a pay cut of 30-40

percent if he is going to be expected to do so if he cannot earn
prevailing wages.

CHAIR OLSON rel ated that the conmittee is not in the position to
debate but nobst nenbers took a pay cut when they decided to run
for office.

4:40: 08 PM

DAVID RU Z rel ated that he has been a construction worker for 29
years. He stated he is here to testify in opposition to HB 155
and the effect it will have on Alaska Statutes, Title 36. He
asked nenbers to |l eave this |aw al one and do not anmend it.

4:41: 01 PM

DI ANA RUHL, Menber, International Brotherhood of Electrical
Wrkers (IBEW 1547, stated that she believes this bill wll
have a negative effect on working famlies in Al aska whether
they are union or nonunion. She offered her belief that this
woul d have a negative effect in communities. She indicated with
a lower threshold on the LDBA wages, the state will lose the
mechani sm that encourages and enforces local hire. She
predi cted Al askans will see nore noney |leaving the state for out
of state workers. The residents of Alaska would al so have |ess
ability to provide for famlies. This proposed change to the
threshold could potentially cost nore if lower skilled workers
are used to performthe work and the work ends up needing to be
redone. She expressed her concern about public safety with the
mai nt enance | anguage changes as part of this bill.

4:42: 20 PM

LARRY TALBERT, Menber, Plunbers & Pipefitters, urged nenbers to
oppose this bill. He expressed concerns that this house bill as
currently witten would have a drastic effect on Alaska's
workers. He related a scenario in which the Atwood Building in
Anchorage had to undergo a donestic water replacenent project.
The project would be exenpt from the LDBA requirenents under the
definition of maintenance even though the overall estimte would
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be in excess of $1 mllion since it would be considered to bring

the structure up to its original condition. He al so thought
this bill would open the floodgates for out of state contractors
to the detrinment of Alaskan contractors and workers. He

concl uded by urging nmenbers to oppose the bill.
4:43: 59 PM

PAT FALON, Menber, Laborers Local 341, stated that he is a
concerned citizen who has worked in the construction industry
for 21 years. He said he has raised his famly in Al aska by
working in construction. He also felt blessed that wage and
safety was inportant to his enployers. He urged nenbers to vote
against this bill. He offered his belief that this bill would
only invite out of state nore out of state contractors who are
not famliar wth Alaska's construction environnent. He
suggested that the out of state contractors would have unskilled
work force working on projects which could endanger the public,

i ncl udi ng school children. He urged nenbers not to change the
t hreshol d. He stated that this is not a union or nonunion
i ssue. There is not any reason to "reinvent the wheel." He
concl uded by asking nmenbers to | eave the bill al one.

4:45:16 PM

DAVID MCALLEN Menmber, International Brotherhood of Electrical
Wrkers (IBEW 1547; Statewide Training Coordinator; Al aska
Joint Electrical Apprenticeship & Training Trust (AJEATT),
stated that he is testifying first and forenost as a lifelong
Al askan. He offered that he is the statewide training director
for the AJEATT, which is the largest apprenticeship in Al aska.
He said, "W hear a |ot about fiscal responsibility and we hear
about wi se use of state resources.” He offered his belief that
paying a fair prevailed wage is a good use of our resource. He
related the 125 enployers he represents provide their workers

with a decent wage. He pointed out that these enployers
dedicate $.65 of their prevailing wage rates to training and
safety training. In Alaska he represents 400 workers in the
el ectrical trades who receive an education from a self-funded
self-reliant program He indicated his bargaining unit has
decided providing this training is an appropriate use of the
noney. Collectively journeynen and apprenticeship enployees

have elected to pay for cross training and safety training. He
said he thought this was a w se use of our human resources. He
summari zed testinony earlier in the week from small conmunities
concerned about paying $22 per hour of their finite resources.
He enphasized his belief that $22 per hour does not represent a
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livable wage and workers are also consuners who buy cars and
groceries in comunities. He highlighted that cheaper is not
al ways better. He did not think the state would be doing the
right thing to seek cheaper |abor when it is the public entities
that should pay a livable wage and reinvest in our comunities.
He spoke in opposition to HB 155.

4:48: 28 PM

JOHN SWORTFI GUER, Menber, Laborers Local 942, stated his adamant
opposition to HB 155. He related the LDBA is a Depression Era
piece of Ilegislation, which provided a tool to ensure that
workers a fair wage and provide contractors an opportunity to
bid conpetitively on local governnent projects. He did not
understand the notivation to strip wages worker's wages are
barely keeping up. He thought that to "tinker" with this in the

surplus econony is an affront to workers in Alaska. In response
to Representative MIler, he acknow edged the bill originated in
the 1930s to prevent outside workers from taking opportunities
away from | ocal workers. In further response to Representative
MIller, he agreed the current econony does feel depressed. He
pointed out the numerous foreclosures. He characterized the
times as fairly perilous. Wrker invests in their comunities

and the social integrity of conmunities should not be toyed with
nor should the livelihood of workers.

4:51:01 PM

ERI C SLAY stated that he is a second generation Al aska Native

H s parents noved to Fairbanks in 1955. He predicted that if
this bill passes wages wll plummet for wunion and nonunion
wor kers and he may not be able to afford the high cost of |iving
in this state. He did not think nonunion bids would drop
significantly, just enough to win the bid. He offered his
belief that workers will receive half the pay. The extra noney
woul d be kept by the contractor. He thought out of state
contractors would win bids. He questioned whether some would
even be Anerican citizens. He enphasi zed that the funds should
stay in Alaska, noting Al aska has resisted the effects of the
recession since the noney stays in the state. He said, "Qur
state is strong because of our |abor and our state is strong
because we keep our noney in our state.” He asked if anyone in
the legislature is against hiring Al askan workers or having a
strong econony and if so voiced that if anyone does they do not
belong in this position.

4:52:45 PM
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JUSTIN  JACKSON, Menber , Carpenters Local 1281, spoke in
opposition to HB 155. He stated that opponents have devel oped
many argunents against the Davis-Bacon Act including increasing
the dollar threshold claimng it is harder to admnister

expensi ve, and unnecessary. He offered his belief that these
argunents are fal se. He said that paying workers a prevailing
wage 1is not expensive but paying workers a |low wage is
expensi ve. He stated that |owwage |owskilled workers often

take longer to perform work and are not as skilled because they
usual ly have not been trained as well as higher paid workers
whose work often may need to be redone. Low wage workers nust
sonetinmes rely on governnent assistance to provide for their
famlies. They also contribute less to the econony since they
purchase less and pay less in taxes to local and state

gover nnent . He asked how a |aw could be unnecessary when it
requires contractors to pay their workers that are prevailing in
the local area. He quoted U.S. Senator Robert L. Bacon,
Republ i can, New York, when he proposed his first prevailing wage
bill in 1927 as saying: "It is highly desirable, of course

that the federal and state building program should not tend to
have the effect of upsetting |abor wages and | abor conditions in
any conmunity." He related his understanding that this is what
HB 155 would do. The LDBA fulfills the intent to protect |oca
| abor standards by helping to ensure the preservation of a
community's general welfare. He related these are the reasons
for his opposition to HB 155. In response to Representative
Saddl er, he answered that he researched U S. Senator Bacon on
the Internet.

4:55: 09 PM

RAYMOND DELL, Menber, Carpenters Local 2247, stated that the
effects of HB 155 would adversely affect the quality of life for

all Alaskans and their famlies actively involved in the
construction trade. He predicted that this bill would allow
cheap outsourced Ilabor to be earned in Alaska and spent
el sewher e. He offered his belief that Al askan carpenters are
skilled whether they are union or nonunion workers and demand a
high wage to offset the higher cost of living in Al aska. | t

also provides the basis for providing the wage scale for
nonuni on wor kers. The prevailing wage laws are a testanment to
t hose who provide the know edge and skill that built the state's

infrastructure, including schools, governnment, and highways.
Additionally, the LDBA wages offset the |ack of insurance and
retirement for nonunion workers. He also stated that the LDBA

encourages hiring skilled |I|aborers and encourages youth to
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beconme skilled-trades workers. He further stated that
construction workers average wages are $578 week, $30,058 per
year. He pointed out that people claim the Davis-Bacon results
in discrimnatory hiring practices and |ower wages. The
University of Uah studied nine states that repealed its LDBA
| aws, which showed a mmjor decrease in mnority enrollnment for

apprenticeship prograns from 20 to 12.5 percent. The sane study
showed a 15 percent increase in serious injuries after the LDBA
was repeal ed. Additionally, the study showed a 12 percent
increase in "lost work"” days which is nagnified in Al aska due to
its shorter construction season. H gher wages translates to
hi gher production and | ower costs. He concl uded by saying that

hi gher wage states with LDBA built highways for 18 percent |ess
t han | ow-wage st ates.

4:58:48 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 155.

[ HB 155 was hel d over.]

4:59: 24 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:59 p.m
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