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FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date;

Title: 'An Act requiring adjustment to ...

contracts... when prevailing ... wages increase."

Sponsor:  Representative Donley, et al.

Requestor

EXPENDITURES/REVENUES:
OPERATING

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS.CLAIMS
MISCELLANEQOUS
TOTAL OPERATING 0.0

FY 93

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: None

0L —V* *Q . L J &
Preparelﬂ by: Randy Carr. Acting Dlrectorvv gj

House Labor & Commerce

(Thousands of Dollars)
FY 94

00

0.0

BILLNO : MB 528

Department Affected:  Labor
BRU:  Labor Standards & Safety
Component:

Wage & Hour
COMPONENT SERIAL NO. 345

FY 95 FY 96 FY 97 FY 98

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

Phone : 269-4900

Division: Labor Standards & Safety ~ #

Date: 313192

Approved by Commissionen CIW. Mahlen -

Agency: Department of Labor

D %te: 313192

Distribution (by preparer): Lagislative Finence, Legislative Soonsor, Requestor, OMB, & Impacted Agency(ies)-

Rev 1/7/91
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STATE OF ALASKA BiLL NO. CSHB 528 (L&C)
1992 LEGISLATIVE SESSION

Revision Date:  march 11, 1992 Deportment Affected:  Adnanistra. .on
Xitde: An Act: relating do adjustment: of BRLj: General Services
certain contracts for public ... Component: Leases

Sponsor:  ponley,
Requestor: House Labor & Comnerce COMPONENT SERIAL NO. 8

EXPENDITURES/REVENUES: (Thousands of Donors)

OPERATING FY 93 FY %4 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES -0- -0- -0- - o  -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL -0- -0- -0- -0- -0- -0-
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- o -0- -0- -0- -0-
LAND & STRUCTURES ~y -0- n -0- -0- -0-
GRANTS, CLAIMS -0- -0- -0- -0- -0- -0-
MISCELLANEQUS -0- -0- -0- -0- -0- -0-
TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE
FUND SOURCE: -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER - - - 0 - e
FUND SOURCE: 0 0 0 0 0 0
TOTAL -0- -0- -0- -0- -0- -0-
POSITIONS:

FULL-TIVE -0- -0- -0- -0- -0- -0-
PART-TIME -0- -0- -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -0- -0- -0-

Estimate of current year impact:  none.
ANALYSIS: (Attach a separate page if necessary.)

This bill would increase or decrease the amount owed a contractor if wage rates
changed during the construction of a public works. It has no anticipated impact to
the leasing program that can be foreseen at this time.

J —
Prepared By.  Anne McCord, Director /_ Phone:  465-2250
Division: General Services Date:  wmarch 11, 1992
Approved by Commissioner: Nancy Bear Usera
Agency: Administration Dato:
Distrituion oy pr@Ee): Lag. Fin, ! pected Agpo/lien).
Rav 10/7/91 Pagp | OF 1
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THE ALAFKA CHAPTER Of THE AMIOC 1ATED OENFRAL CONTRACTORS

IT HAS LONG WEEN AN ESTABL!CMND PUBLIC POLICY OP THE FEDERAL
GOVERNMENT AND THE fJTATL: OF AI.AEKA THAT LABOR ON PUBLIC PROJECTS!
SHOULD BE PAID AT THE PREVAILING LABOR RATE. IN COMPLYING WITH
THAT POLICY IT HAS BEEN AN FSTAUL IEHKD PRACTICE THAT THE
PREVAILING RATE'.i IN EFFECT AT THE START OF A J09 REMAIN IN EFFECT
UNTIL THE JOB I« COMPLETE

HOUSE BILL 52* WOULD MODIFY THE CURRENT PRACTICE FOR HfATE OF
ALASKA PROJECT? MY Rf.OUIRING THAT CHANGES IN THE PREVAILING FATE!
DURING the couphe of the project bi; incorporated into existing
CONSTRUCTION PROJECTS. THE ADDITIONAL COST OF COMPLiANON WITH
THIS PROPOSED PRACTICE WOULD BE ALLOWED TO THE CONTRACTOR AS A
MODIFICATION TO THE CONTRACT AMOUNT,.

HOUSE BILL 528 INCORPORATES A BELIEF THAT A WORKER SHOULD BE PA;tC<
THE PREVAILING WAGE IN EFFECT AT THE TIME THE WORK It PERFORMED..
NOT AT THE RATE 'N EFFECT AT THE TIME THE CONTRACT BETWEEN THE
CONTRACTOR AND THE STATE OF ALASKA WAS SIGNED AGO SUPPORTS THIS
NEW POLICY SO LONG AS THE MODIFICATION IN PREVAILING WACEQO IB
REFLECTED IN A MODIFICATION OF THE CONTRACT AMOUNT 10 THAT THE
INCREASED COLTS ARE PASSED THROUGH TO THE PUBLIC ENTITY
RHSFONLIILF POP THE PROJECT

AUC WOULD RECOMMEND THAT A NUMBER OF ADDITIONS BE CONSIDERED TO
THE CURRENT RILL FIRST. WE WOULD RECOMMEND THAT THE STATE
PUBLISH A LIST OF PREVAILING WAGES AT CERTAIN PKEDETERMINED TIMES
<» «. QUARTERLY. StMI-ANNUAt.LY, OR ANNUALLY) AND THAT CHANGLIS
BECOME EFFECTIVE WHEN PUBLISHED. SECOND, WE WOULD RECOMMEND THAT
T/HHE BILL INCLUDE AN EFFECTIVE DATE OF OCTOUFR 1, 1»01 TO COINCIDE
WITH THE DEPARTMENT OF LABOR'S LATEST MOOIFI CATION3 TO THE
PREVAILING RATES THIRD, THE AGENCY RESPONSIBLE FOP THE PROIJECT
SHOULD BE CHARGED WITH THE RESPONSIBILITY OF NOTIFING THE
CONTRACTOR OF THE NEW PREVAILING RATES. THESE CHANGES COULD BE
MADE AT A MINIMAL COST TO THE STATE AND WOULD PROVIDE AN ORDERLY
PROCEDURE FOR PROCESSING CHANGES IN THE FUJURL.

THANK YOU FOR GIVING ME THE OPPORTUNITY OF COMMENTING ON THIS
BILL.



Department of Transportation
and Public Facilities

POSITION
PAPER

BILL NO: HB 528 APPROVED:
TITLE: Public Works Contracts/Wage DATE: March 2,1992
Increases

The department opposes this legislation.

The bill as written would make the state and its political subdivisions
responsible for increased labor costs when there is an increase in prevailing
wage rates. This isa major shift in state policy. Presently a contractor is
assigned the risk and responsibility for any increase in the costs of the
construction. These increases may be for materials, fuels, transportation and
a variety of other items including labor.

The contractors, individually and collectively through their trade associates,
have a great influence on the prevailing wage rates. The contractors also
determine the productivity of the labor force by setting the crew size,
assignment of equipment, and hiring and firing practices. We do not believe
it is appropriate to make the state and its political subdivisions responsible for
increases in costs, due to an increased wage rate, which the contractors control
in part.

For bn MIHHB— — — — — M—

DOT POSITION PAPER & FISCAL NOTE



STATE OF ALASKA DILI.NUMBER: HB 528
1992 LEGISLATIVE SESSION
FISCAL NOTE
Revision Date:  2/18/92 , Department Affected:  DOT&PF
Title: "An Act requiring adjustment to certain contract for public ~ HRU:  Statewide Engineering &
construction when prevailing rates of wages increase.” Operations Standards

Sponsor: Dthor & Commerce. Stale Affairs, Finance Component: Fn?eer. & Operations Stand.
Requestor Component Serial Number: 54
EXPENDITURES/REVENUES: (Thousandsof Dollars)
OPERATING FY93 FY94 KY95 FY96 FY97 FY98
PERSONAL SERVICES 0 0 0 0 ( 0
TRAVEL 0 0 6 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES n 0 N 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND& STRUCTURES 0 ) 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCF.LIANEQUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0
CAPITAL 1.647 1.647 1.647 1.647 1.647 M7
REVENUE ! o 1 0 0 o 1 o0 1
FUNI)INO:  (Thousands of Dollars)
GENERAL FUNDS 329 329 329 329 329 329
FEQE.RAI.FUNDS 1.318 1.318 1318 1318 1.318 1,318
OTHER ( 0 0 0 0 0
TOTAL FUNDING: 1.647 1.647 1.647 1.647 1.647 1.647
POSITIONS
FULL-TIME 0 ) 0 0 0 0
PART-TIME 0 0 0 0 ) 0
TEMPORARY ) 0 0 0 0 ()
Hslimate of current year impact:
ANALYSIS: (Attach aseparate page if necessary)

Prepaivd by:  I.men Rasmussen. Chief. DifcC Phone:  465-2951

Division: Engineering and Operations Standards. Date:

Approved by Commissioner: _ Phone:  465-5900

Frank G. Turpin
Agency.  Department of Transportation and Public Facilities Date:

I 3-Iriluitmn Hv Preparer:

REV 2/7/91
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STATE OF ALASKA (in.LNUMBER: HB 528
1992 LEGISLATIVE SESSION

ANALYSIS (com, from uatte h:
Fiscal Note Analysis for HB 528

Program Description:

The proposed hill would require on all state and its political .subdivisions public works constructions
projects that they include a contract provisions that the amount owed to the contractor under the
contract shall be adjusted if an increase in the wage rales required by AS 36.05 ( the little Davis-Bacon
Act) causes the wages to paid to a class of workers on the contract to increase; the adjustment must be
based on the actual additional cost incurred because of the change of wage rates.

This is a major shift in state policy. Presently by contract provisions the contractor is assigned the risk
and the responsibility for the increased costs associated with any wage rate increases.

Background Information which Relates in this Fiscal Note:

Inall DOT & PF construction contracts the state prevailing wage rates are made a part of the contract.
The prevailing wage rates that are in effect at the time of the bid opening are attached to the advertised
contract. The statutes and regulations requires a contractor to pay the prevailing wages that arc in
effect during each pay period which means the contractor is responsible and bears the risk of any
increases in the prevailing wage rales. AS 36.05.010 states in pari "The current prevailing rate of
wages loreach pay period is that contained in the latest determination of prevailing rate of wages
issued by the Department of Ixibor before the end of the pay period."

On a federally assisted construction project the federal prevailing wage are also made on part of the
contract along with the state prevailing wage rates. A contractor is required to pay which ever wage
rale is the highest. Therefore, even on a federally assisted project if the slate prevailing wage rates
increase and is therefore higher than a federal prevailing wage rate the contractor is responsible for the
higher prevailing wage rate.

Analysis and Assumptions:

I) In calendar year 1991 DOT &PF awarded 5228.687.005 in construction contracts by the
competitive scaled bidding process. For estimation purposes it will be assumed that the award
amount will remaining constant. This is a conservative approach because with the recent
passage of the new transportation bill the total award amount of construction contract should
rise.

21 The labor percent of any construction contract will vary widely depending the type of
construction. The labor cost is usually a higher percent for highway "dirt" project and much
lower for a building project but for estimating purposes 4(K? can he used as a good general
average for all construction projects

31  Determining a good estimate for the annual increase of wage rate and the effect on the project
costs is very difficult to predict. Presently a contractor in preparing a hid will account for the
possibility of an increase in wage rates. Under the proposed hill the State would assume that
risk so theoretically the state should receive lower bids hut will require an adjustment at the end
of the contract. The adjustment, for estimatin%1 purposes only, is assumed to he 50'T of the
increase {3.6'/) that state employee received this is year.

Animal adjustment icosis»

REV 2/7/91 Page 2 of 1



4)  Allhough there would ho sonic administrative costs they have not been estimate because they
would be adsorbed with the normal construction engineer costs. The administrative cost would
be those costs in determining the actual increases and making the contract modifications to
make the payments to a contractor.

5) For construction projects in calendar year 1991 approximately 80% of the amount awarded by
the competitive sealed bidding process were for federally assisted projects.

REV 2/7/91 Page 3 of 1



217 Second Street. Suite 200 mJuneau. Alaska 99801 mTei (907)586-1325. Fax (907)463-5480

March 26, 1992

TO: Gone Kubina, Chair, and Members
House State Affairs Committee
FROM: Scott A. Burgess, Executive Dlrecto™MN~~~N
RE: HB 528 - Requiring adjustment to contracts for public construction when

prevailing rates of wage increase

The Alaska Municipal League is opposed to HB 528, which would extend the burden
already placed on local government finances by existing provisions of Title 36 on the
application of prevailing wage rates to local government construction projects. The League
and its members, 118 municipalities of all sizes around the state, support "amendments to
Title 36, the Public Contracts Code, to permit local governments to establish their own
notice, reporting, local hire, and prevailing wage requirements and methods for local
construction” (1992 Policy Statement, VLA.8). They do not support any legislation that
would put further restrictions on their local autonomy.

The imposition of prevailing wage rates for local government construction projects
unnecessarily increases the costs of doing business for Alaska’s municipalities, and the
provisions of HB 528 would intensify the existing burden placed on municipalities by the

provisions of AS 36.

The prevailing wage rates established by the Department of Labor do not adequate'/ reflect
prevailing wage rates inthe communities. When local governments are forced to pay these
(generally higher) wage rates, projects end up costing significantly more than they would
have if local wage rates had been applied, as the success of municipal “force account”
projects has shown. Requiring urban-based prevailing wages is often a deterrent to local

hire.

Local governments are not against paying fair wages, but the wages and reporting
requirements should be set by local ordinance and wages agreed to in a contract should
hold throughout the course of the project. Requiring an increase in the amount paid to the
contractor because the Department of Labor has determined that the prevailing wage in
some other part of the state has changed places an unfair burden on public bodies, which
budget carefully and depend on the integrity of contracts. Such increased or unanticipated
costs are figured into a bid under normal business practices.

The League opposes HB 528 and any other efforts by the state to impose unfunded
mandates, or restrictions on local autonomy, on Alaska's municipalities.

cc: Representative Dave Donley

C92TEST2:HB528.326

Member of the National League of Cities and the National Association of Counties



217 Second Street. Suite 200 * Juneau. Alaska 99801 mTel (907)586-1325. Fax (907)463-5480

March 4, 1892
TO: David Finkelstein, Chair, and Members
House Labor and Commerce Committee
FROM: Scott A. Burgess, Executive
RE: HB 528 - Requiring adjustment to contracts for public construction when

prevailing rates of wage increase

The Alaska Municipal League is opposed to HB 528, which would extend the burden
already placed on local government finances by existing provisions of Title 36 on the
application of prevailing wage rates to local government construction projects. The League
and its members, 118 municipalities of all sizes around the state, support "amendments to
Title 36, the Public Contracts Code, to permit local governments to establish their own
notice, reporting, local hire, and prevailing wage requirements and methods for local
construction™ (1992 Policy Statement, VILA8). They do not support any legislation that

would put further restrictions on their local autonomy.

The League also "opposes any legislation that unduly restricts local government
operations”" and repetitive and unnecessary regulation by state agencies because such
regulation can result in increased costs to the public {1992 Alaska M unicipal League Policy
statement, VIA1). The imposition of prevailing wage rates for local government
construction projects unnecessarily increases the costs of doing business for Alaska's
municipalities, and the provisions of HB 528 would intensify the existing burden placed on
municipalities by the provisions of AS 36.

The prevailing wage rates established by the Department of Labor do not adequately reflect
prevailing wage rates in the communities. When local governments are forced to pay these
(generally higher) wage rates, projects end up costing significantly more than they would
have if local wage rates had been applied, as the success of municipal “force account"
projects has shown. Requiring urban-based prevailing wages is often a deterrent to local

hire.

Local governments are not against paying fair wages, but the wages and reporting
requirements should be set by local ordinance and wages agreed to in a contract should
hold throughout the course of the project. Requiring an increase in the amount paid to the
contractor because the Department of Labor has determined that the prevailing wage in
some other part of the state has changed places an unfair burden on public bodies, which
budget carefully and depend on the integrity of contracts.

The League opposes HB 528 and any other efforts by the state to impose unfunded
mandates, or restrictions on local autonomy, on Alaska’s municipalities.

cc. Representative Dave Donley
C92TEST2:HB528.3G4

Member of. of Counties

AML POSITION PAPER



R epresentative D ave D onley

ALASKA STATE LEGISLATURE 3111 “C” STREET, SUITE 40
DISTRICT ELEVEN ANCHORAGE, ALASKA 99503
SfcAF A (907) 561-7629 (FAX) 562-4376

" _LASH IANDINIIS «BENTZLV «RIRI IM@))>CHESTER IREEK HEATHER MIALXIWS «1.ISCOL.NPARK «MIDTOWN NORTLISTAR
MRTHV(K)T)  KOMIli mROOSEVELT P\RK « SPFNARD « (HIOVI"SON « UTINACIAIN « WIN"PEMERE « WOODLAND PARK

MEMORANDUM

CHAIRMAN
ILDICIARY COMMITTEE

VICE CHAIRMAN

REGULATION REVIEN COMMITTEE

MEMBER
RULES COWMITTEE
LABOR AND COMMERCE COMMITTEE
TO: Members of the State Affairs Committee
FROM: Representative Dave Donley*"

Chair, House Judiciary Committee

RE: HB 528, an act to require adjustments to certain contracts

for public construction when prevailing rates of wages

increase

DATE: March 24, 1992

Thank you for hearing HB 528, an act torequire adjustments to

certain contracts for public construction when prevailing rates of

wages increase.

The intent of HB 528 is to promote fairness to contractors on public

works projects and help insure that working Alaskans receive the
appropriate prevailing wages.

This bill amends contract requirements for public works projects.
Specifically, it requires state and political subdivisions to include a
provision that the state will adjust the amount it owes a contractor

the prevailing wage required to be paid to a class of workers on the

project changes. This assures payment of the appropriate wage
in a manner that is fair to employers.

This legislation has the support of both the AFL-CI10 and the

Associated General Contractors.

Thank you.

DD/jmn

if

rate



R epresentative D ave D on1ley

ALASKA STATE | EGISLATURE 211 C' STREET. SUTE
DISTRICT F.LEYEN ANCHORAGE. ALASKA'W\EDR
SFATA ‘MIT. 361-"f)29 IFAV 502-43TA
AA - INESyKENTZENe iivCHM)oi)« i Blifc s QTHER miiAin iwas ...boikN pRk ¢ am RmA-
T 00 NG - Mg . VR* m  “V.FOS + "RMIMIN + ISIEMLRL » HttiLIND 'HR
CHAIRMAN
It DIOMY COMMTTEE
MEMORANDUM VICE CHAIRMAN
RECCLANON REVIEWCOMMITIU
MEMBER
RULES COMMIYTEE
JABOR SM) COMVERCE COMMITTEE
ro: Members ol the House Labor and Commerce Commiitce
FROM: Representaiive Dave Donley Ip
Chair, Mouse Judiciary Committee
RE IIB 528. an act to require adjustments to certain contracts
tor public construction when prevailing rates of wages
Increase
DATE: March 5, 1992

Thank you for hearing HB 528, an act to require adjustments to
certain contracts for public construction when prevailing rates of

wages increase.

The intent of HB 528 is to promote fairness to contractors on public
works projects and help insure that working Alaskans receive the

appropriate prevailing wages.

This bill amends contract requirements for public works projects.
Specifically, it requires state and political subdivisions to include a
provision that the state will increase the amount it owes a contractor
upward if the prevailing wage required to be paid to a class of
workers on the project increases. This assures payment of the
appropriate wage rate in a manner that is fair to employers.

This legislation has the support of both the AFL-CIO and the
Associated General Contractors.

Thank you.
DD/jmn
JUNEAU OFFICE

iDuring Legislative Session tanuary thr0<ufgh May!

I1"D ROY V TT?VCAT” it id"s 00Q1T . nn-— Z «on»



R epresentativ e D ave D on1ley

ALASKA STATE LEGISLATURE 3111 “C" STREET, SUITE 450
DISTRICT ELEVEN ANCHORAGE, ALASKA 99503
SEATA (9071 561-7629 (FAX) 562-4376
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MJIRHIWIHip ¢« KDMIG » RIKIMVELT PARK ¢ sPfNARD < IHIOMI'MIN « TVRNAIAIN - WINDEMKRF. « WOODLAND PARK

CHAIRMAN

IL'DK IARV COMMITTEE
MEMORANDUM VICE CHAIRMAN

KECUUTI10N REVIEW COMMITTEE

MEMBER

RULtS COMMITTEE
LABOR AND COMMERCE COMMITTEE

TO: Representative Gene Kubina
Chair, State Affairs Committee

FROM: Representative Dave Donley
Chair, Mouse Judiciary Committee

MB 528, an act to require adjustments to certain contracts
for public construction when prevailing rates of wages
increase

DATE: March 12, 1992

| am writing to request that you please calendar HB 528 before your
com mittee.

The intent of HB 528 is to promote fairness to contractors on public
works projects and help insure that working Alaskans receive the
appropriate prevailing wages.

This bill amends contract requirements for public works projects.
Specifically, it requires state and political subdivisions to include a
provision that the state will increase the amount it owes a contractor
upward if the prevailing wage required to be paid to a class of
workers on the project increases. This assures payment of the
appropriate wage rate in a manner that is fair to employers.

This legislation has the support of both the AFL-CIO and the
Associated General Contractors.

Thank you.

DD/jmn

JUNEAU OFFICE
(During Legislative Session January through Mav)

P.0. BOX V, JUNEAU, ALASKA 998J1 (907) 465-3892 (PAX) 463-5661 *<Ss2> =«
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House State Affairs Committee

Representative Gene Kubina, Chair SUBJECT OF MEETING:
HB 171-Relating to Prohibit Sealing of Certain Court

Records
HB 528-Relating to Public Works Contr/Wage Increases
HB 404-Relating to Filing Deadline for Certain Candid

DATE:ApriI 1. 1992 PLACE: capitol Room //102 *HB 564—Rel?ting to Salaries for Non-Covered State
’ Employees
HB 565-Relating to Approp: Contr. Settlement Costs
DO YOU WANT WHAT SUBJECT/
NAVE REPRESENTING  BUSINESS/PERSONAL MAILING ADDRESS ZIP (H PHONE (W) PHONE TOTESTIFY? WHICH BILL?
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House State Affairs Committee

Representative Gene Kubina, Chair SU
HB 420-Relating

HB 528-Relating
HB 565-Relating
HJR 3 -Relating
SB 185-Relating

BJECT OF MEETING:
to Contracting for Care of Prisoners
to Public Works Contr/Wage increases
to Approp: Contract Settlement Costs
to Change Terms of Rep"s to 4 Years
to Legislative Ethics

DATE March 27, 1992 PLACE: Capitol Room /7102 Confirmation Hearing for Nancy BearJJsiira---------
DO YOU WART WHAT SUBJECT/
NAME REPRESENTING  BUSINESS/PERSONAL MAILING ADDRESS ZIP WHICH BILL?
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