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REPRESENTATI VE OLSON, Chair

House Labor and Commerce Committee

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Commented on HB 155 as chair of the House
Labor and Commerce Committee, sponsor.
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ED SNI FFEN, Assistant Attorney Ceneral
Depart ment of Law (DQL)

Anchor age, AK

POSI TI ON STATEMENT: Supported HB 87.

ACTI ON NARRATI VE

5:01:55 PM

CHAIR DENNI S EGAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 5:01 p.m Present at the call to
order were Senators Davis, G essel, Menard, and Chair Egan.

HB 155- PUBLI C CONSTRUCTI ON _CONTRACTS

5:03: 08 PM
CHAI R EGAN announced the first order of business to be HB 155,
sponsored by the House Labor and Commerce Conmittee.

SENATOR PASKVAN j oi ned the comm ttee.

5:04: 05 PM

JENNI FER SENETTE, staff to Representative dson, chair of the
House Labor and Commerce Conmittee, briefed the committee that
during the G eat Depression, Congress enacted a federal statute,
the Davis Bacon Act, which prescribed that m ni mum wages nust be
paid to construction workers when they worked on federal public
construction contracts. Subsequently state |egislatures enacted
simlar |laws, which cane to be known as little Davis Bacon Acts
(LDB). Alaska's LDB is found in Title 36 and it applies to
public construction contracts wunder $2,000. This limt was
nodel ed after the limt of the federal Davis Bacon Act that was
set in 1935. Currently, if a public construction contract 1is
over $2,000, workers nust be paid at the prevailing wages for
that job. A project under $2000 would not be subject to LDB
requirenents.

She said the reason there is a threshold at all for LDB projects
is due to the recognition that sonme projects are sinply too
small to justify the substantial admnistrative burden that is
associated with LDB conpliance. Right now, if a project is under
$2,000 it can be conpleted wthout jumping through the hoops
like certified payroll, reporting requirenents and filing with
the Departnment of Labor. The problem is that in Al aska,
especially rural Alaska, it's hard to find a public construction
project that is under $2,000. The federal $2,000 limt was based
on a workforce that was highly nobile and on communities that
are easily accessible. In Al aska, transporting materials and
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nmobilizing a workforce is costly and logistically challenging.
So, even if you have what everyone else would consider a snmall
project, like filling pot holes or repairing a guard rail, it
woul d probably cost nore than $2,000 in rural Alaska - nmaking it
t he equi val ent of not having a threshold at all.

Raising the threshold can also be seen as an economc
devel opnment issue, because the rigidity of LDB conpliance often
di scourages smaller local firnms from even submtting bids. In
rural areas, this often neans that workers have to be inported
from around the states to do a job that could have been done
locally. Raising the threshold wll open opportunities to
smal l er contractors who otherwi se mght not have the experience
or the wherewithal to deal with LDB conpliance. Inflationary
pressures would also justify a significant increase, she added.

5:07:56 PM

MS. SENETTE said 19 other states have thresholds that are nuch
hi gher than $2,000 and of these states the average is about
$108, 000.

She said this bill has been in the works for two years and this
$25,000 trigger was the result of a collaborative effort between
several unions, the state and the Al aska Municipal League (AM).
This is the amobunt the affected parties have indicated that they
can all live with. The sponsor has never believed this to be an
anti-union issue, but rather an antiquated statute issue and
raising the threshold to $25,000 | argely addresses that.

5:09: 18 PM

M5. SENETTE said that section 1 has the $25,000 limt and the
remai ni ng sections can be described as slightly nore technical
and maki ng everything consistent with the title.

5:10: 28 PM

SENATOR MENARD remarked that if $108,000 is the average, what
can you get done for $25,000! And said she is tired of doing
| egi slation that doesn't nmake the difference it needs to make.

M5. SENETTE responded that they started out hearing at the
begi nning of session from nunicipalities throughout the state
and they cane up with a large nunber of $300,000 that probably
would have topped all of the other threshold anounts.
Representative O son knew such a large junp may not get the
support it needs to nove forward. That's how they arrived at the
original nunber which was $75,000. Subsequently, the affected
parties cane to this conprom se. Although no one is especially
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pl eased with this nunber, they have heard that sonme people have
said the $25,000 will help. Fairbanks, for instance, can do
projects for under $25, 000.

5:13:13 PM

REPRESENTATI VE OLSON clarified that the $108,000 was skewed by
one state that was at $500,000 and he could make a wvalid
argument on everything from $25,000 up to $108,000, but
basi cally, AML wanted $50,000. A couple of weeks after the bil
came out he was approached by the AM. and two union
representati ves who wanted to work on a conpromse and this is
what they thought everyone could live with. This figure neets
and exceeds inflation. There is also less involvenent with the
Departnent of Labor and Workforce Devel opnent (DOLWD) that has a
trigger for projects above $25, 000.

SENATOR PASKVAN asked on page 3, line 1, the change from "shal "
to "nmust", is that a different standard?

M5. SENETTE responded that a drafter said this change was
necessary, but it doesn't change the standard.

SENATOR PASKVAN said that was interesting - as long as it
doesn’t change the standard.

SENATOR G ESSEL asked if he heard from any non-profits that also
do projects about the $25,000 limt.

REPRESENTATI VE OLSON responded that the bill will only apply to
governnent al subdi vi sions - boroughs and the State of Al aska.

SENATOR G ESSEL asked if this would not apply to non-profits at
Eagl ecrest or building a playground at a nunicipal park wth
vol unt eers.

REPRESENTATI VE OLSON replied the only volunteer situations |ike
that would have been that a couple of nunicipalities that have
built playgrounds with volunteers, which is not paid |abor, so
it wouldn't be accounted into the limt.

SENATOR G ESSEL said that is true, but a non-profit mght be
raising funds to do sonething. Is he saying that a non-profit
woul d not be affected?

REPRESENTATI VE OLSON replied that non-profits are not affected.
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SENATOR PASKVAN said he always understood LDB applied to the
state and the political subdivisions created by the state,
meani ng the nmunicipalities.

REPRESENTATI VE OLSON added that Fairbanks is perfect exanple
where they have 108 road service areas down from 140. They have
smal | jobs that are over $2,000 and under $25,000. This can work
in other parts of the state, but Fairbanks has notabl e vol une.

5:19: 50 PM

KATHY WASSERVAN, Executive Director, Alaska Minicipal League,
agreed that they started with a goal of $50,000, but got a Iot
of push back from the unions, and it didn't seem to be going
anywhere. The two union representatives approached her and they
di scussed what they could all live with. They all wal ked out of
the room at the end equally unhappy, so they felt they had cone
up with sonething that would work

5:21:26 PM

BARBARA HUFF- TUCKNESS, Director, Governnental and Legislative
Affairs, Teansters Local 959, said they supported HB 155. She
said she is one of the two union representatives who discussed
this issue. She added, however, some coments on the inpacts to
workers who were worried about where the noney for these
construction projects wll cone from Theoretically, it 1is
coming out of the workers pockets and that was part of the
di scussion. The inflation issue becane the inportant factor in
actually establishing the new figure. They wll continue to
nmonitor the effects to see if it does anything different with
respect to the econony. It was a tough round of negotiations,
she sai d.

SENATOR MENARD asked how | ong the $2, 000 has been in place.
M5. HUFF- TUCKNESS replied since 1935.

5:24:09 PM

DON ETHERIDGE, Alaska AFL-CIO, said they had a lot of
negotiations over this, but supported HB 155. He was curious
about the "shall" and the "nust" and contacted their attorneys
who were "happy with it." He talked to the Departnment of Labor
and Wor kforce Devel opnent (DOLWD) and they said it didn't change
anything, too. He said they have all taken a "pretty good
whi ppi ng" fromtheir constituents along the way.

5:25:32 PM
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SENATOR PASKVAN noved to report HB 155 [CSHB 155(L&C)], version
D, from conmittee with individual recommendati ons and attached
fiscal note(s). There were no objections and it was so ordered.

5:26:11 PM
At ease fromb5:26:11 PMto 5:28:22 PM

HB 87- ANTI TRUST VI OLATI ON PENALTI ES

5:28: 22 PM
CHAI R EGAN announced the next order of business would be HB 87
[ CSHB 87(L&C) was before the committee].

5:28:48 PM

REPRESENTATI VE HOLMES, co-sponsor of HB 87, said this nmeasure
sinmply raises the penalties that can be inposed for anti-trust
violations in this state (price fixing and nonopoly behavior) up
to a maxi mum of $50 million. The current penalties are capped at
$50,000 for a corporation. It also increases the penalty to a
Class C felony and allows the departnment to collect civil
penalties. These are nostly found in nmulti-state actions such as
price fixing anong drug conpanies or conputer chip manufacturers
where a $50,000 penalty is not even a slap on the wist for
sone.

She explained that the Al aska Departnment of Law goes into these
actions, but it doesn't have the ability to inpose higher fines
and that gives them very little bargaining power. This was
developed with the chair of the House Labor and Comrerce
Comm ttee and the Departnment of Law as a collaborative effort.

CHAI R EGAN obj ected to take questi ons.

5:30: 05 PM
SENATOR MENARD asked the effective date.

REPRESENTATI VE HOLMES replied that is has no actual effective
date and so it would go into effect 90 days after being signed
by the governor.

5:30: 34 PM

ED SNI FFEN, Assistant Attorney General, Departnent of Law (DAL),
said he supported HB 87 as this neasure wuld give the
departnent another enforcenent tool to recover nore noney for
the state in some of the anti-trust cases they get involved in.
They have been in multiple cases in the recent past where if
Al aska had stronger penalty provisions, they would have |ikely
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recovered nore noney for the state. This will help them in that
regard.

SENATOR MENARD asked how nmany cases of anti-trust violations
occur over the period of one year in the State of Al aska.

5:31:42 PM

MR. SNI FFEN replied that not too many conpanies are actually in
the State of Al aska, but the departnent gets involved in about
two or three a year, nostly in connection with nulti-state cases
to pursue, for instance, phar maceut i cal manuf acturers or
conmputer hardware manufacturers or other entities that sell
products in Alaska. In the 10 years he has been in this position
with the departnment, they have had at |east a couple dozen anti -
trust cases where this kind of penalty provision would have
applied and woul d have nade a difference in sonme of them

He said the departnment is also contenplating sone other cases
going forward where this kind of provision would help wth
enforcement efforts.

SENATOR MENARD asked in those two or three cases are they ever
repeat of f enders.

MR. SNIFFEN replied generally not. Mst of the cases he has
dealt with are first time offenders. The conduct itself has been
repeated it seens, but with different defendants. An exanple
m ght be price fixing in the pharmaceutical arena where he has
seen abuses between generic drug manufacturers and branded drug
manuf acturers colluding to keep generic drugs off the market.
That is a pattern that has been around for several years, but
they usually catch different defendants doing it.

SENATOR PASKVAN t hanked Representative Hol nes and Representative
A son for this nmeasure. It's good for Al askans.

CHAI R EGAN cl osed public testinony.

SENATOR PASKVAN noved to report CSHB 87(L&C) from commttee with
i ndi vi dual recommendations and attached fiscal note. There were
no objections and it was so ordered.

5:34:52 PM

Finding no further business to conme before the conmmittee, Chair
Egan adjourned the neeting at 5:35 p. m
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