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ROCKY KNUDSEN
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POSI TI ON STATEMENT: Testified in oppositi
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PCSI TI ON STATEMENT: Testified in opposition to HB 313.

ACTI ON NARRATI VE

3:21:14 PM

CHAIR KURT COLSON called the House Labor and Commrerce Standing
Commttee neeting to order at 3:21 p.m Representati ves O son,
LeDoux, Tilton, Hughes, Colver, and Josephson were present at

the call to order. Representative WIson also was present.

HB 188- PERSON W DI SABI LI TY SAVI NGS ACCOUNTS

3:21: 32 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 188, "An Act relating to financial accounts for
persons with disabilities; relating to financial institutions;
relating to property exenptions; relating to securities; and
providing for an effective date."

3:22:14 PM

REPRESENTATI VE HUGHES noved to adopt the proposed committee
substitute (CS) for HB 188, |abeled 29-LS0787\E, Bannister,
3/9/16, as the working docunent. There being no objection,
Version E was before the comm ttee.

3:22: 37 PM

KIM SKIPPER, Staff to Representative Saddler, Al aska State
Legislature, informed the conmttee the main change to HB 188
from the original version to Version E was that the Departnent
of Revenue would run the program instead of the Departnent of
Commerce, Community & Econom ¢ Devel opnent. Furt her changes
are: broader |anguage has been added related to changes in
federal authorizing law, allows DOR to contract wth other
states to join a consortium and share admnistrative tasks;
allows DOR to have an equal vote in the request for proposal
(RFP) process; allows DOR to contract with its own financial
institution under certain conditions. She paraphrased from the
foll ow ng sectional analysis [original punctuation provided]:

Sec. 1: Ctes this as the Alaska ABLE Act Savings
Pr ogram Act
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Sec. 2: Creates a new chapter 65. Alaska Savings
Program for Eligible Individuals

Sec. 06.65.010: Program authorized. Authorizes
Al aska ABLE savings program in the Departnent — which
is the Alaska Departnment of Revenue. Allows it to
i npl enent and adm ni ster the program under the Federal
ABLE Act .

Sec. 06. 65. 020: Cener al depart ment duti es.
Qutlines the duties of the departnment in inplenenting
and adm ni stering the program

Sec. 06.65.030: Modification of program G ves
the Departnment authority to nodify the program in
accordance to any federal |aw changes

Sec. 06.65.040: Additional departnment powers.
Al ows departnent to set fees for program transactions
and services and also develop marketing plan to
pronote the ABLE program

Sec. 06. 65. 050: Contracting aut hority;
procurenent exenption. Allows departnment to contract
with a person to assist in inplenenting the program
provide services, join other states to obtain or
provi de services for i npl enent ati on, join a
cooperative effort wth other states to provide
services for the program that could include investnent
and record-keeping services. Allows state to join with
ot her states to allow an Alaska resident to
participate in a program in another state under
federal authorizing law and for an outside state to
participate in a programin this state. |If contracting
with another state, AS 36.30 (Procurenent Code) will

not apply.

Sec. 06. 65. 060: | nvestnent oversight: Allows the
departnment to oversee and approve selection of
i nvest ment nanagers and advisors for the program and
to oversee all investnent disclosures and regulatory
filings related to programinvestnents

Sec. 06. 65. 070: Fi nanci al contractor obligations:

outlines duties/obligations of the selected financial
contractor(s)
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Sec. 06. 65. 080: Addi ti onal audi ts: Al'l ows t he
departnment to order an audit of the contractor’s
financial operation and position in addition to annual
audit if the departnment has reason to be concerned

Sec. 06.65.090: Contract termnation; non-renewal.
G ves departnent authority to not renew a financial
contract. If so it would take custody of the program
accounts and transfer them to another financial
contractor that offers simlar program accounts

Sec. 06.65.100: Eligible individuals. Describes who is
eligible to participate in the program

Sec. 06. 65. 110: Representati ve of eligible
i ndi vidual s. Describes who may act as a representative
of the eligible individual who is a mnor or |acks
deci si on- maki ng capacity

Sec. 06.65.120: Program account ownership. States that
the owner of the program account is the designated
beneficiary.

Sec. 06.65.130: Nunber of program accounts. Allows
only one program account per designated beneficiary
under federal authorizing |Iaw

Sec. 06.65.140: Program account application: Qutlines
department procedures for program account applications
and information to be collected in that process

Sec. 06.65.150: Program account establishnent fee.
Al'lows financial contractor to charge a nonrefundabl e
to establish program account. That fee to be
determined in the contract with the financial
contractor.

Sec. 06. 65. 160: Program account contri butions.
Qutlines how a person can nmake a contribution, the
l[imt authorized by federal |law, allows departnment to
reject or withdraw a contribution that exceeds that
annual limt or maxi mum limt est abl i shed by
authorizing law or if designated beneficiary is not
eligible, and that financial contractor nust report
contributions to the IRS.
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Sec. 06.65.170: Limted investnment direction. Linmts
to tw the nunber of tines a program account
i nvest nent can be changed.

Sec. 06.65.180: Change of designated beneficiary.
Allows a designated beneficiary or representative to
change beneficiary of an account to another eligible
individual in the famly.

Sec. 06.65.190: Distribution for qualified expenses.
States that withdrawals from the program accounts may
only be used for qualified expenses for the designated
beneficiary.

Sec. 06.65.200: Rollover distribution. Subject to
federal |aw governing rollovers, a distribution froma
program account can be nade to the sane designated
beneficiary or another eligible individual in the
famly, and the timeframe for that to be done.

Sec. 06.65.210: Statenments. Requires that statenents
re: program accounts be issued 4 tines a year at tinmes
established by the departnent and that the program
cont ract or provi de rel ated i nformation at t he
departnent’ s request.

Sec. 06.65.220: Preparation and filing. In addition to
other reports a financial contractor shall prepare and
file statenents required under state and federal |aw
and ot her agenci es.

Sec. 06. 65. 230: Separate accounti ng. Requires a
financial contractor to provide separate accounting
for each program account.

Sec. 06. 65. 240: Annual fee. Allows a financial
contractor may charge an annual fee for maintenance of
a program account.

Sec. 06.65.250: Use as security. Prohibits a program
account from being used as security for a | oan

Sec. 06.65.260: Exenption fromcreditor clainms. States

that a program account is exenpt from a claim by a
creditor
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Sec. 06.65.270: No state obligation. Declares that the
program does not create an obligation of the state

departnent, or any agency to guarantee the return of
principal or pay interest on the principal in a
program account

Sec. 06. 65. 280: Confidentiality. Specifies t hat
program account information is confidenti al

Sec. 06.65.290: Exchange of information. Allows the
Department to exchange information with the Departnent
of Health and Social Services and other state agencies
to determ ne whether an individual is eligible

Sec. 06.65.300: Treatnment wunder neans test prograns.
Specifies the program account anounts  nust be
disregarded in determning eligibility for neans-
tested prograns

Sec. 06.65.310: Deposit from permanent fund dividend.
Al l ows deposits to program accounts from the permanent
fund divi dend

Sec. 06.65.320: Program expense fund. Establishes
program expense fund and describes it purpose and
operation

Sec. 06.65.330: Medicaid clains: Allows that the state
may file a claim against the program account of a
beneficiary who dies.

Sec. 06.65.340: CGoverning |law. Establishes federal |aw
as governing to the extent of any conflict with state
| aw

Sec. 06.65.350: Regulations. Requires the departnent
to adopt inplenenting regul ations

Sec. 06.65.360: Annual report. Requires the departnent
to evaluate the program each year and file an annua
report on or before the start of each legislative
sessi on beginning in 2018

Sec. 06.65.390: Definitions.

Sec. 3:
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AS 09.38.015(a): Creates an exenption for anpunts in a
program account

Sec. 4: AS 36.30.850(b): Adds ABLE program account
oversight as a responsibility of the Comm ssioner of
Revenue

Sec 5. AS 40.25.120(a) is anended to <create an
exception to public inspection for nanes, addresses,
and ot her program account identifying information

Sec. 6 AS 45.55.990(32): Excludes program accounts
fromthe definition of “security”

Sec. 7: AS 47.07.055: Allows the state to file a claim
agai nst the designated beneficiary’ s program account
after the individual dies

Sec. 8: Transition

Requires the Departnent to file its first report on
the program on or before the first day of the Second
Regul ar Session of Thirtieth Alaska State Legislature
(2018)

Sec. 9: Transition

Allows the Departnment to adopt regulations, but not
bef ore t he effective date of t he provi si ons
aut hori zing the Al aska ABLE savi ngs program

Sec. 10: Effective Date
Section 9 takes effect imediately

3:32:46 PM

REPRESENTATI VE JOSEPHSON returned attention to proposed Section
06.65.180 [text previously provided], and questioned why
accounts should be transferred from the designated beneficiary
to anot her nmenber of the famly.

M5. SKI PPER deferred to | egal counsel for Autism Speaks.

3:33:42 PM

STUART SPI ELMAN, Senior Policy Advisor and Counsel, Autism

Speaks, stated that this provision is consistent with federa
law that provides for rollovers between affected [qualified]
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famly nmenbers. It is not uncomon that individuals wth
disabilities have affected fam |y nenbers.

REPRESENTATI VE JOSEPHSON returned attention to proposed Section
06.65.260 [text previously provided], and asked whether a
di sabl ed person can enter into a contract that is lawful, and if
so, whether the contract is attachable in the case of a dispute.

MR. SPIELMAN advised this is another provision in the federa

I aw. An individual with a disability is presuned to be
conpetent in nost states; however, such as in bankruptcy |aw
that protects one's housing, there are certain protections for
assets.

REPRESENTATI VE LEDOUX directed attention to proposed Section
06. 65. 260 [text previously provided], and pointed out that the
account can hold up to $400,000, which is a significant
exenption, and presunming that individuals with disabilities can
enter into contracts, she expressed her concern.

CHAIR OLSON opined that nost accounts would be for |ower
anmount s.

REPRESENTATI VE LEDOUX agreed, but the exenption includes those
who do have $400, 000, and she suggested a cap at a | ower |evel.

3:40: 33 PM
The committee took an at ease from3:40 p.m to 3:43 p. m
3:43: 12 PM

MR. SPIELMAN, in response to Representative LeDoux, said he
would respond in witing to the question as to whether states
coul d reduce the cap.

REPRESENTATI VE HUGHES directed attention to proposed Section
06. 65.160 [text previously provided], and asked whether excess
funds nust be returned to the designated beneficiary.

M5. SKI PPER said correct.
REPRESENTATI VE HUGHES directed attention to proposed Section
06. 65. 310 [text previously provided], and asked for the purpose

of including a provision that allows for the deposit of a
per manent fund di vi dend.
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M5. SKIPPER stated the sponsor intended "to just Ilike the
col | ege savings plan, to have a check-off box"; however, at this
time beneficiaries would follow the procedure for a direct
deposit.

3:45: 40 PM

CHAIR OLSON, after ascertaining no one else wished to testify,
cl osed public testinony,

[ HB 188 was hel d over.]
3:46: 16 PM
The committee took an at ease from3:46 p.m to 3:48 p. m

HB 337- MARI JUANA TAXES; EXCESS POSSESSI ON; BONDS

3:47:52 PM

CHAI R OLSON announced that the next order of business would be
HOUSE BI LL NO 337, "An Act relating to taxes on marijuana.”

3:48:13 PM

REPRESENTATI VE HUGHES noved to adopt the proposed comittee
substitute (CS) for HB 337, |labeled 29-LS1490\H, Nauman
3/ 10/ 16, as the working docunent.

CHAI R OLSON obj ected for discussion purposes.
3:48: 32 PM

KALYSSA MAILE, Staff to Representative LeDoux, Alaska State
Legi slature, sponsor, informed the commttee there are two
substantive changes in the proposed CS for HB 337. The first
change is on page 2, |lines 14-20, which read:

Sec. 43.61.050. Admnistration and enforcenent of
tax. (a) Each marijuana cultivation facility is
primarily liable for the payment of the excise taxes
on marijuana sold and shall furnish a cash or surety
bond of $5,000, payable to the departnent and approved
by the Departnment of Law. |If a marijuana cultivation
facility fails to pay the tax to the state, the
marijuana cultivation facility forfeits the bond, and
the Marijuana Control Board shall suspend the
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marijuana cultivation facility's license until paynent
i s made.

M5. MAILE said in response to public testinony, the $5,000
bondi ng requirement was changed to a cash or surety bond. The
second change is on page 3, line 7, which read:

Sec. 4. This Act takes effect immediately under AS

01. 10. 070(c) .
M5. MAILE said this section would ensure that the bill would be
signed into | aw before licenses for marijuana establishnents are
i ssued.

REPRESENTATI VE  JOSEPHSON has  heard that there are 200
applications for commercial narijuana operations, and he asked
when the applications would be accepted or rejected.

M5. MAILE deferred to the Departnent of Commerce, Comunity &
Econom c Devel opnent .

3:50:17 PM

CHAIR OLSON renoved his objection, and without further
obj ection, Version H was before the conmttee.

REPRESENTATI VE HUGHES opined that the tax for excess marijuana
isreally a penalty or a fine.

REPRESENTATI VE LEDOUX responded that the anmount would be the
same anount as though the business had registered.

REPRESENTATI VE HUGHES maintained that a penalty 1is nore
appropriate, as she is unfamliar with a civil tax.

3:52: 07 PM

CHAI R OLSON reopened public testinony. After ascertaining no
one wi shed to testify, public testinony was cl osed.

REPRESENTATI VE JOSEPHSON returned attention to page 2, lines 6-
13, which read:

Sec. 43.61.040. Tax for Excess Marijuana. A person who
is not registered under AS 17.38 and who is found to
be in possession of marijuana plants in excess of the
anount of marijuana plants authorized for personal use
in AS 17.38.020(2) is subject to the tax on the
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marijuana plants possessed in excess of the anount
authorized for use in AS 17.38.020. The tax due under
this section is $50 for each ounce or partial ounce of

marij uana possessed. When deternmining the weight of
marijuana for purposes of this section, the departnent
shall wuse the aggregate weight calculated under AS
11. 71. 080.

REPRESENTATI VE JOSEPHSON questioned the use of "not" registered
i nstead of "registered or unregistered."”

REPRESENTATI VE LEDOUX explained that when a person is not
regi stered, "personal use doesn't cone into play."

[ HB 337 was hel d over.]
3:54: 27 PM
The conmttee took an at ease from3:54 p.m to 3:56 p. m

HB 313- PUBLI C CONSTRUCTI ON CONTRACTS WAGE RATES

3:56:18 PM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO 313, "An Act relating to the public construction
contracts, including the application of prevailing wage rates."

3:56: 56 PM

KONRAD JACKSON, Staff to Representative O son, Alaska State
Legislature, Chair of the House Labor and Commerce Standing
Comm ttee, sponsor, infornmed the conmttee HB 313 nmakes a m nor
change to the Little Davis-Bacon Act threshold that public works
contracts nust neet before they quality for prevailing wages.
The bill raises the threshold from $25,000 to $75, 000. M.
Jackson provided a brief history of the law, noting that during
the Geat Depression Congress enacted the federal Davis-Bacon
Act of 1931 that decreed prevailing wages are to be paid to
construction workers on federal public works contracts;
thereafter, nobst states enacted a simlar law, known as the
Little Davis-Bacon Act, for the sane purpose. Alaska's Little
Davi s- Bacon Act (LDBA), found in AS 36.05, was set at $2,000 in
1935, and was raised to $25,000 in 2011. The reason for a
threshold is that sonme LDBA projects are too small to justify
the admnistrative work needed to neet LDBA conpliance.
Currently, a project under $25,000 can be conpleted w thout LDBA
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requi renents of a certified payroll, reporting to the Departnent
of Labor & Wbrkforce Devel opnment (DLWD), and filing with DLWD
In Alaska, a limted road system and difficulties wth access
add to the cost of construction, bringing many jobs over the
$25,000 limt. He said the federal limt is based on easy
nmobi | i zation; in fact, sonme other states have no threshold, and
of 19 states with thresholds higher than $25,000, the average
threshold is $140, 000.

4:01:45 PM

CHAIR OLSON wurged for a brief discussion of a forthcom ng
amendnent to the bill.

MR. JACKSON said a forthcomng anendnment would reduce the
proposed limt from $75, 000 to $50,000. The proposed anendnent
al so changes an account in the general fund, created under AS
44.31.025, from the building safety account to the building
safety and wage protection account. Further, the anendnent
changes the percentage of the workers' conpensation insurance
premuns that are paid to the D vision of Insurance, Departnent
of Conmmerce, Community & Economi c Devel opnent, but are deposited
with DLWD, from 1.82 percent to 2.7 percent.

REPRESENTATI VE HUGHES asked for the inflation equivalent to the
$25,000 limt.

CHAIR OLSON offered that in 2011, the 1938 nunber - after adding
a factor for inflation - was roughly equivalent to over
$100, 000. The average of all of the participating states was
$150, 000, with the highest at $300,000 in 2010 or 2011. He said
the sponsor's intent was to find a limt to "fit Al aska."

REPRESENTATI VE LEDOUX asked for the present equivalent of
$25,000 in 2011 doll ars.

CHAI R OLSON was unsur e.

REPRESENTATI VE JOSEPHSON referred to the burdens of filing,
reporting, and the certification of payroll. He asked, "Is that
the, the true target of the bill, or is it about paying workers
| ess to save school districts and other entities nore?"

4:05:13 PM

MR. JACKSON responded that the ultimte effect of raising the
threshold "is nore bang for the public construction dollar,” by
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elimnating the burdens. He gave an exanple from his personal
experience that his wages at a construction conpany were $18 per
hour, which went up to over $30 with benefits when working on a
public construction project.

REPRESENTATI VE JOSEPHSON rel ated that the state has dramatically
reduced the capital budget; he surmsed that the bill is partly
an outfall of the budget crisis, and questioned whether the bil
is "sort of a de facto tax on the worker."

MR JACKSON said he did not consider the bill a tax.

REPRESENTATI VE LEDOUX asked whether the bill is supported by the
Al aska Muni ci pal League (AM).

MR. JACKSON responded that AML will not take a position on the
bill; however, the sponsor has heard that nunicipalities are
saving on construction projects since the previous increase to
$25,000, and has received letters of support from school
districts, municipalities, and a hospital.

CHAI R OLSON added that the bill is not on AML's priority list at
this tinme.

4:09: 38 PM

REPRESENTATI VE COLVER asked for information on the fee that is
charged to public construction projects for the admnistration
of certified payrolls.

VR. JACKSON directed attention to the bill's fiscal not e
| dentifier: HB313- DOLVWD- WHA- 02- 18- 16.

REPRESENTATI VE COLVER clarified that he was referring to a
policy that is in place: when a conpany is awarded a public
construction contract, it has to pay DLWD - on a certain fee
structure - to admnister a certified payroll.

MR. JACKSON pointed out the fiscal note showed a |loss to DLWD of
$125, 000, based on the current iteration of the bill which has a
$75, 000 t hreshol d.

REPRESENTATI VE HUGHES inquired as to why other states have much
hi gher threshol ds.

MR. JACKSON advised that Maryland has the highest threshold at
$500, 000, and ot her states have none.

HOUSE L&C COW TTEE - 16- March 16, 2016



CHAI R OLSON acknow edged Representative WIson's contribution to
the forthcom ng anendnent.

REPRESENTATI VE LEDOQUX asked for an estimate on how nuch the bil
woul d save the state.

MR. JACKSON restated that the fiscal note reflects a loss to
DLWD of $125,000 [docurent not provided]; with the adoption of
the forthcom ng anendnment "that nunber radically changes in the
other direction.” Also, the estimate woul d depend on the nunber
of affected construction projects.

CHAIR OLSON added that road service areas are affected,
particularly in the Fairbanks area.

4:13:55 PM

REPRESENTATI VE LEDOUX observed that the bill is supposed to help
cities and boroughs, but the commttee has not received letters
of support fromcities and boroughs.

CHAI R OLSON said letters of support are forthcom ng.

REPRESENTATI VE HUGHES acknowl edged the bill may be seen as a tax
on workers; however, the threshold levies a tax on |[ocal
entities, cities and boroughs, and school districts. She opined
that states that do not have thresholds can get nore done,
therefore, for state projects, that would be a tax on the people
of Al aska.

CHAIR COLSON recalled that four or five years ago, one or two
union contractors testified in favor of "the bill," saying that
they were losing noney because of the work involved in a
certified payroll.

MR. JACKSON pointed out 18 states do not have prevailing wage
| aws.

CHAI R OLSON opened public testinony on HB 313.

4:17: 34 PM

CHRIS DIMOND stated he is a 15-year nenber of Carpenter's Loca
1281 and was speaking on his own behalf in opposition to HB 313.

The bill would only benefit unscrupulous contractors who would
not pay highly-skilled workers a fair wage. Raising the limt
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of the Little Davis-Bacon Act sinply provides nore inconme to
contractors and renoves skilled |abor from projects. Wthout a
prevailing wage |aw, contractors hire those who are unskilled,
desperate, and willing to work for |ess. This is a disservice
to the state: 1.) unskilled and untrained workers raise the
cost of projects because of shoddy work, there is an increase in
accidents and deaths because of the lack of training, and there
are exaggerated mmintenance costs as a result of the initial
work perfornmed by unskilled workers; 2.) highly-trained nen and
wonen are put out of work by renpving honest contractors from
bi ddabl e projects. M. Dinond said increasing the Little Davis-
Bacon Act to $50,000 will reduce 17 percent of the jobs he
perfornms, which is a huge cut to his famly and to contractors
who bid on smaller projects. Hs training and certifications
enable himto earn a fair and |ivable wage, and thus contribute
to the state and the community through paying taxes and
spendi ng; cutting wages does not save noney, and he asked that
the commttee not pass the proposed | egislation.

4:20:17 PM

MAX M ELKE, Business Manager, Plunbers and Pipefitters Local
262, infornmed the commttee his local represents 100 nenbers
t hroughout Sout heast Al aska. He said HB 313 is not a worker-
friendly bill even with a threshold of $50,000. M. Melke said
he represents many snmall contractors and recalled that during
times of recession, the small jobs "kept us going." Presently,
approximately 30 percent of jobs are less than $50,000, and the
budget deficit | oons. Over the last 12 years, 30 apprentices
have gone through the training center and are working; the
trai ning center program costs $300,000 per year and has students
from all over  Sout heast, and graduates a highly-skilled
wor kf or ce. He stressed that smaller jobs are inportant to the
towns in Southeast, and acknow edged that he supports aspects of
the bill.

4:23:28 PM

M KE STURROCK said Island Contractors is a small business and 20
percent of its work is snaller projects that require certified
payrol | . He said certified payroll is already part of his job
and is not hard to do on projects from $500, 000, down to $1, 000.
The certified payroll fee is 1 percent paid to the Departnent of
Labor & Workforce Developnent with a cap at $5,000. M.
Sturrock expressed his support for noving 1 percent nore of the
service fees to the departnment, but raising the threshold of the
Littl e Davis-Bacon Act does not hel p workers or wages.
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CHAIR COLSON advised that the fees are being transferred to
enf or cenment . He stated that there were no conplaints when the
[imt was increased to $25,000, with the exception of an out-of-
state contractor.

MR. STURRCCK restated that his business does certified payrol
on all projects, and he does not support the bill.

4:27.23 PM

PAUL GROSSI said was he was speaking on behalf of the Al aska
State Pipe Trades and the Ironworkers. He said the
organi zations he represents oppose the bill because it would

| oner the wages of enployees in general, which would hurt the
| ocal econony because |ower wages nean |ess spending noney.

Also, the bill would elimnate the local hire provisions of the
Littl e Davis-Bacon Act, thus nore contractors would hire workers
from out-of-town and from out-of-state, and |ocal noney would
| eave the state. He encouraged the legislature to not increase
the problem of noney leaving the state, because it is bad for
t he econony and for working people.

REPRESENTATI VE HUGHES questioned whether l|ocal hire includes
communi ties, or just instate [Al aska].

MR. GROSSI answered that enployers usually hire within the |oca
comunity first.

REPRESENTATI VE HUGHES further inquired as to the federa
requi renent of instate hire.

MR. GROSSI explained that the Little Davis-Bacon Act is a state
| aw.

4:29: 59 PM

RCDNEY HESSON said he was representing the Internationa
Brot herhood of Electrical Wrkers Local 1547, and is president
of the Juneau Building Trades Council. He stated that the
organi zati ons he represents oppose HB 313.

4:31:15 PM
KIRK PERI SI CH, Southeast Representative, Carpenters Local 1281,

said he also represents Piledrivers and MIlIwights in the
Sout heast area. He expressed his opposition to HB 313, and said
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the bill has some good aspects, but raising the threshold does
not help workers and does not help contractors, except for those
who are trying to break the rules. In fact, the bill elimnates
certified payrolls and ways to track contractors who nay abuse
the system Al aska has "sonme of the weakest subcontractor
| anguage,"” and raising the threshold may encourage an influx of
nore contractors who would not pay the prevailing rate. M.
Perisich restated his position on the bill.

4:33:50 PM

DAVE REAVES stated his opposition to HB 313. He pointed out
that the previous increase was just five years ago and this is a

100 percent increase. M. Reaves has been informed that
construction costs do not decrease, but enployee wages are
| onered, sone below the poverty Iline. He supported previous

testinony in opposition to the bill.

CHAI R OLSON comrented that he represents everybody in the state
and was asked to revisit this matter. He noted that he has
wor ked extensively with DLWD on various issues over a |ong
period of tine.

4:36:45 PM

VWAYLON KNUDSEN stated he was strongly opposed to the bill. He
recalled that the change in 2011 was originally to be $75, 000.
Al t hough the discussion has been directed toward snall projects,
$75,000 is a threshold that captures 26 percent of all state
projects - he was unsure of the percentage that fall under
$50, 000 - and swi ngs the door open to outside contractors. \V/ g
Knudsen urged the conmttee to vote against the bill.

4:38: 37 PM

KEVI N POVEROY, Busi ness Manager, Labor's Local 942, said he also
serves as Road Service Area Conmm ssioner for the Fairbanks North
Star Bor ough. M. Poneroy spoke against HB 313, which is an
effort to cut construction costs by putting the burden on
Al askan craftsnen and craftswonen to earn |ess. He referred to
numer ous studies that |owering workers' wages would all ow states
and municipalities to build nore schools [studies not provided].
He pointed out that |abor accounts for about 18 percent to 23
percent of a project's cost, thus clains that not paying
prevailing wages will cut the cost of the project by 20 percent
to 30 percent are inaccurate. Further, another study showed
that the inpact of higher wages on cost is conpensated by the
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positive effects on productivity and quality [study not
provi ded] . M. Poneroy referred to a bid study that indicated
the differences in nmean square foot cost were small, none, or
even cheaper [study not provided]. Prevailing wage |laws require
that construction workers on public projects be paid the wages
found by DLWD to prevail for simlar work in the locality, along
with provisions to require Alaska-hire and the utilization of
apprentices from a federally registered apprenticeship program
however, | oweri ng t he t hreshol d woul d elimnate t hese
provisions. He listed the various aspects of a contract bidding
process, and questioned why workers' wages are always | ooked at
first to cut costs. M. Pomeroy urged the commttee to allow
workers to continue to bring efficiencies, productivity, and
qual ity.

4:43: 50 PM

LARRY TALBERT, Business Manager, Local 367, Plunbers and
Steanfitters, expressed his strong opposition to HB 313. He
said he respects l|legislators who deal with difficult issues. The
Little Davi s- Bacon Act guar ant ees fair conpetition by
establishing a |ocal wage standard that contractors nust pay on
public projects, which provides a level playing field, rather
than rewarding those who slash workers' wages in order to wn
bi ds. The Act also protects the state from fly-by-night
contractors who provide inferior work. M. Tal bert supported
previ ous testinony, and stressed that increasing the threshold
would lower the wages of hardworking nen and wonen who are
hanpered by | egislation such as HB 313.

4:46: 14 PM

ROCKY KNUDSEN stated that the bill would put noney in the pocket
of the enployer that should be paid to enployees in wages and

benefits. Smal | state contracts often come from state grants
Wi t hout vigorous conpetitive bidding, and the noney is there for
wor kers' wages. M. Knudsen said he worked in construction

until retiring in 1975, and advised that his retirenent was paid
for by his wage package; however, others did not nake enough
noney to save for retirenent. He opined the bill is about
"keeping the workers hungry, so the enployers can reap the
profits.”

4:48: 34 PM

BRANDON CALCATERRO informed the commttee he has lived in Al aska
for 28 years and graduated from the University of Al aska
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Anchor age. He lives with his wife and three daughters and his
famly enjoys a high quality of life. M. Calcaterro said he is
opposed to HB 313 because when workers are paid the prevailing
wage they are 8 percent nore likely to have health insurance,
which is inportant for a community's norale, and are 4 percent
nore likely to have a retirenent plan, which allows for a nore

positive lifestyle. Financial stress is a leading factor in
failed marri ages, donestic violence, and is detrinmental to young
chi |l dren. Construction workers in prevailing wage states earn

17 percent nore, and thus have nore options for their famlies.
M. Calcaterro stated that everybody suffers when nei ghbors need
public assistance, and urged the committee to support a high
quality of life in Al aska.

4:50: 32 PM

SUZANNE MCCARTHY, Spokesperson, Al aska Laborers Training School,
stated her opposition to HB 313. Ms. MCarthy referred to
previ ous testinony about the burdens of paperwork and agreed
with the facts that these costs are not directly related to the
cost of the workers' wages. She advised that prevailing wages
do not affect wages for construction managers, supervisors, and
others who are paid a rmuch higher wage; in fact, the burden is
on the young nmen and wonen who are working construction. The
Al aska Laborers Training School provides students with skills to
be conpetitive, and they are highly trained and qualified,

thereby saving project costs. In addition, | ocal hire
strengthens the econony, helps mnorities, helps close the
income gap and - during a tinme of economc stresses - snall

projects statewide are inportant. Al though construction work is
transitory, workers are professionals and should be paid as
such.

4:53: 54 PM

JULIUS MATHEW advi sed the commttee on the followi ng effects of
raising the threshold on prevailing wage in Al aska: on
construction workers and their famlies: nore construction

workers and their famlies would depend upon public assistance,
and would lack health care or retirenment benefits; nore
construction workers would slip below poverty line; the norale
of the workers and their famlies and how they feel about |iving

in Alaska; on the econony: considering the $3.8 billion state
budget deficit, taking noney out of the hands of residents is a
bad busi ness deci sion; on construction aspects: | abor cost is

a small part of the total cost of a project; reducing the wage
does not increase bidding conpetition; higher wages attract
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hi ghl y-skill ed workers and hi gher production and safety. A 2015
study |ooked at the adverse economc inpact of repealing
prevailing wage law in West Virginia [study not provided]. M.
Mat hew said construction workers in states that have a
prevailing wage |aw have a higher average incone than those in
states that have not, and he listed the different wages in other
states, concluding that reducing the prevailing wage in the
state is not in the best interest of Al askan construction
wor ker s. He provided statistics from Wsconsin that indicated
construction workers are expected to fall below the poverty
line, rely on food stanps, l|ose health insurance, and |ose
enpl oyer - provi ded pensi ons. He cautioned that workers without
pensi on plans end up depending upon the state at the tine of
their retirement. M. Mathew strongly opposed HB 313.

4:57: 43 PM

CHAI R OLSON announced public testinony woul d remai n open.

[HB 313 was hel d over. ]

4:58: 03 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
[4:58] p.m
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