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Learn how Providence Health Plans can
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service, a broad network of health care providers,
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a 24-hour nurse advice line and worksite wellness tools.
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forward
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effect of all
sectors.
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JOIN AOI

Experience the opportunity to unite
with other business leaders to affect
the business climate in Oregon. AOl is
comprised of large and small members
from all business classifications in
Oregon that create a voice listened to
by legislators and regulatory agencies.
It has been that way for over 113 years.

Contact: members@aoi.org,
503-588-0050 ext: 701

AOI Business Viewpoint is written for
high-expectation business leaders
who believe the business environment
of Oregon affects decision making

for their organization’s strategies and
profitability.
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MISSION MEMBERS

AOIl MISSION MEMBERS

AOI Mission Members actively support and embody the AOI Mission: To promote prosperity and the highest

quality of life for all Oregonians by advancing Oregon business. By being an AOI Mission Member, these companies
and their employees express a belief in the free enterprise system and encourage the economic vitality of Oregon.

The AOI Mission Member's generosity helps the entire Oregon business community. If you would like more information
about becoming an AOI Mission Member, please contact AOl www.aoi.org, members@aoi.org or 503-588-0050.
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Unpredictable: Which company’s workers will need workers’comp

Predictable: Where you can get it for the best value

For over 20 years, AOI has teamed with SAIF to make Oregon a safe place to
work and offer qualified members workers’ comp discounts ranging from 2%
t016% through the AOl CompSAFE program.

Then there’s the added member benefit of the advocacy AOI does to improve
the Oregon business climate. Great discounts. Advocacy for your business.
Powerful reasons to be an AOl member.

Powerful reasons to contact your business insurance agent, SAIF Corpora-
tion (888-598-5880) or servicecenter@saif.com. Ask about AOl CompSAFE. Or,
contact 503-588-0050 if you need information about AOI membership.

A0l COMPSAFE /Kj AROCHIED

INDUSTRIES

Tipping the balance sheet in your favor 1149 Court Street NE
Salem OR 97301

503.588.0050
WWW.a0i.org




HOWARD WERTH

AOI Chairman of the Board
CFO and Treasurer,
Leupold & Stevens, Inc.

This is my first opportunity,
since my election at the AOI An-
nual Meeting late last year, to
write the Chairman’s Message
in the AOI Business Viewpoint
magazine. Being elected Chair
of Oregon’s oldest, largest, state-
wide comprehensive business
association is, | admit, a bit daunt-
ing. Looking back at my prede-
cessors it struck me that each
was an impressive, hardworking
leader who seemed to be just the
right person at just the right time.
They have done a wonderful job.
Although I can only hope to be as
effective, | promise you | will be
just as dedicated.

There will be future AOI Busi-

CHAIRMAN'S LETTER

Our Time of Promise

ness Viewpoint articles dealing
with the many issues facing the
business community, but | want
to share a broader view in my
first message. | believe Oregon’s
business community, and AOI
members specifically, are enter-
ing into a time of great promise
and opportunity. We have faced
hard times, economically and
politically, but we learned valu-
able lessons. As a result, the busi-
ness community has begun the
process of growing into the most
powerful force in the state for
prosperity and change. We can-
not afford to lose this momentum.
To keep it going, to build on it, will
take three things: commitment,
unification, and mobilization.
Perhaps it was Measure 66/67,
or the difficulties of the 2009 Leg-
islative Session, or the prolonged
and deep recession, or maybe
it's just the right time, but I sense
that the people of Oregon’s busi-
ness community are committed
to change. For certain, some of
this is the “I'm as mad as Hell and
I'm not going to take it anymore”
kind of change. But | believe it is
more than simply wanting things
to stop getting worse. It is much
more positive. There is a com-
mitment to make things better
—better for business, better for
schools, better for our children.
The time has come. No area of
Oregon’s economy better reflects

that the time has come than our
manufacturing sector. As the arti-
cle in this issue describes, manu-
facturing in Oregon takes tenac-
ity. From that tenacity, comes the
commitment to address the chal-
lenges to make Oregon better.

Unifying the business commu-
nity has been a high priority of
past Chairs and | intend to make it
mine, also. AOI works in close co-
operation with nearly every other
significant business organization
in the state. We now have repre-
sentatives of local Chambers on
our Board, and we have initiated
business  community-building
programs such as the Prosperity
Project. If you visit Salem during
the legislative session, you will
find that our AOI office is some-
thing pretty close to an unofficial
Capitol annex for the business
community. The meeting rooms
are booked—with AOI often act-
ing as a convener and coordina-
tor. We go through an enormous
amount of Boyd's Coffee.

This is great progress, but we
are only partway there. Thou-
sands of businesses, large and
small, need to be told how they
can become the key to their own
success—by their unifying with
others in the business commu-
nity—especially through AOI.

But most crucial, is mobiliza-
tion. In short, action wins the day.
We have made great strides, as

witnessed by members willing
to participate in AOI policy com-
mittees, contact legislators, and
contribute to the AOI PAC—now
one of the largest business PACs
in the state. But if there is one les-
son we must always remember,
it is this: if we don't put actions
behind words, we court disaster.

One of my priorities will be
to encourage every member to
take some action to contribute
to our efforts. Everyone can do
something. The fact that you are
a member helps immensely. Busi-
ness people can also contribute
to an AOl-endorsed candidate or
the AOI PAC, respond to requests
to contact legislators and we can
all encourage our colleagues at
the local barbecue or club to find
out more about AOI. Believe me,
there will be ample opportunities.

Last, and most important, |
want to thank you for being an
AOI member. Large or small, your
business has joined with 1,600
others, comprising tens of thou-
sands of Oregonians who believe
we can unite to unleash the pow-
er of free enterprise. | believe you
are the promise for Oregon, and
the promise looks bright.

Serwdd 0. LS, o5
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Giving back
“It's important to me that Leatherman give back to the community by providing jobs and contributing to our local economy.”
- Tim Leatherman, founder Leatherman Tool Group

Photo by L.E. Baskow

AOQI Business Viewpoint Q12011 /Page 8




MANUFACTURING

MANUFACTURING IN
OREGON TAKES TENACITY

Meeting the challenge with hard work and higher ed

By Greg Eiden

Oregon stands at a crossroads. Crushing un-
employment lingers. The state faces multiple
financial crises. Funding higher education
continues to be a major challenge. And it’s all
within a tax structure that many manufacturing
concerns consider tough on business, if not
flat-out anti-business.

Even in that milieu, Oregon’s manufacturing
industry is not only fighting for its life, it's dig-
ging in and working to expand sales and yes,
jobs.

However, state trends show it will be 2018
before we're close to the 2008 levels for manu-
facturing jobs.

Manufacturing firms doing business in
Oregon also face a problem companies are en-
countering nationwide: Labor cost disparities
are so high they’ve driven many manufactur-
ers to ramp up production outside the U.S.

Global labor costs

u.s. $32.36
Singapore $18.77
Korea $16.27
Taiwan $8.68
Mexico $4.04
China $1.80-$3.09
Philippines ~ $1.68

Cheaper labor, however, comes with a price.
Defects and delays, and even stolen trade se-
crets are big problems.

Why, then, are many manufacturers stick-
ing it out, and doing business in Oregon?

Oregon Employment Forecast

Total payroll employment
Education & health services
Leisure & hospitality
Manufacturing

2008 2018

1,765,900 1,926,200
219,500 269,300 (+23%)
173,100 194,600 (+12%)
195,400 190,100 (-3%)

Source: Oregon Employment Department, Oregon Labor Trends, December 2009

A Commitment To Oregon

Jake Nichol, President and CEO of Leather-
man Tool Group, Inc., believes in the strong
commitment to keep their manufacturing
business in Oregon that he and founder Tim
Leatherman have made. For them, producing
in Oregon is a priority.

Of course some of the difficulties, such as
labor costs, won't go away and must be ad-
dressed. As China becomes better able to pro-
duce costs with increased quality, the issue is
exacerbated. The Leatherman management
team has worked hard to deal with that labor
cost gap, and has even created lower price
point products to address it.

“Leatherman is always working on new
ways to do what we do in Portland and
keep a competitive price. We introduced the
Wingman multi-tool to show we can create
quality products priced to compete with
those produced in China, while doing much
of the engineering, assembly and manufac-
turing here in Oregon,” Nichol said.

Such commitment to quality, hard work and
innovation are attributes Oregon manufactur-

ers must continually demonstrate to compete
in today’s challenging environment.

Oregon Pride, And Innovative Thinking,
Yields Higher Quality

Howard Werth, CFO of Leupold & Stevens,
Inc., points to the ongoing quality and work-
manship of Oregon workers as a necessary
component of the overall Leupold business
model. The precision and ultra-high qual-
ity of Leupold products simply demands hu-
man interaction, and a high-degree of quality
control. “Much of the machining of aluminum
tubes is done in Oregon, as well as engineer-
ing and corporate functions,” Werth said.
Leupold manufactures rifle and spotting
scopes, as well as binoculars.

Crimson Trace Corporation (CTC) President
Lane Tobiassen notes similar needs in the pro-
duction of his company’s grip-activated laser
sight products for the firearms market. “With
our laser sight products, improved technol-
ogy won't replace many of our production
functions that require very hands-on manual
skills. They require dexterity and judgment

AOI Business Viewpoint Q1 2011 /Page 9
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Leupold & Stevens believes the ongoing quality and workmanship of Oregon workers is a necessary component of the overall Leupold

business model. Photo courtesy of Leupold & Stevens

that’s just not possible with mechanical as-
sembly,” Tobiassen said.

Advanced technologies applied where they
make sense, however, are leading Crimson
Trace and others down a more productive path.

Technology Breeds Efficiency,
Which Ultimately Yields Jobs

Smarter manufacturing strategies and ad-
vanced technologies used by many of Oregon’s
key manufacturing concerns lead to better
efficiencies. It helps them expand their capa-
bilities, sometimes through the use of lean
processes and systems.

According to Nichol, several things are cen-
tral to the Leatherman lean process.

Workflows are better organized. Waste is
found and promptly eliminated. Lead-time
reductions help get products to market faster.
And, it is critical to effectively teach and train

people.

Tobiassen said that being more efficient in
manufacturing, through common parts us-
age, better planning and precise supply tim-
ing, often leads to fewer hours needed to
achieve the same output.

“Better productivity has enabled us to move
assembly jobs from surrounding areas into
Oregon. For example, we eliminated 200 sub-
contractor jobs elsewhere and moved those
functions here!” Tobiassen said.

Along with advanced technology, such re-
finement in Oregon manufacturing efficiency
may seem to require fewer jobs, but, it could
be argued, may ultimately lead to more job
creation. These other job creations come in
the form of vendors and contractors needed
to manufacture many of the parts Oregon
manufacturers use in their more efficient, up-
dated processes.

For example, Leupold’s Werth observed that
in order to accommodate a business spike
from, say, a new military contract, it could lead
to outsourcing products in the local area and
using temporary workers to quickly fill inven-
tory needs.

Such overflow “outsourcing’, or trickle down
manufacturing jobs, were also mentioned by
Tobiassen. “Take the example of the mold
companies we use,” he said. “They are local.
Crimson Trace relies on the assistance of these
local companies for raw materials. As we grow,
they grow.”

Possible Training Program
Inspired By Germany

Jake Nichol also likes to talk about the
Oregon Manufacturing Workforce Strategy to
“create industry-specific and regional based
centers” of manufacturing activity across the

AOI Business Viewpoint Q1 2011/ Page 10



“Better productivity has enabled
us to move assembly jobs from
surrounding areas into Oregon.
For example, we eliminated 200
subcontractor jobs elsewhere and
moved those functions here.”

— Lane Tobiassen , President, Crimson Trace Corporation (CTC)

state and leverage resources and
share best practices. Its particular
focus is on being proactive, pro-
moting education and counter-
ing negative opinions and a per-
ceived lack of a trained workforce.

Not afraid to tackle the need
for more well-educated and well-
trained workers head-on, Nichol
is intrigued by the many high
quality tool-and-die makers and
engineers BMW consistently turns
out in Germany. “They continually
make progress in engineering and
machinist training,” Nichol said.
“I could see Leatherman starting
such an apprenticeship program.”

While there has been a call for
better state funding for education
and workforce training, in some
ways industry has taken the mat-
ter into their own hands.

Top Minds Needed:
Industry Invests In Our Future

Oregon has an opportunity
to take the lead, rather than lag
behind, when it comes to devel-
oping a world-class workforce.
If innovation and new product
development at companies like
Leatherman, Leupold and Crim-
son Trace are going to continue to
drive success, they’ll need more
access to a well trained, highly
educated engineering force.

“A more vibrant state econo-
my begins with a more robust,

trained, educated workforce
Werth commented.

Tobiassen said that finding the
right engineers to fuel growth
is tough. “Every year, recruit-
ing seems to take longer. It's not
as much of a challenge finding
skilled workers as it is finding
talent on the engineering side...
the talent’s there, it's just been
more difficult”

Toward that end, many of
Oregon’s top manufacturing firms
have co-funded a successful in-
ternship program to create intern-
ships and help develop top-flight
engineers.

Multiple Engineering
Co-Op Program (MECOP)

The hub of the education/
training wheel serving Oregon
manufacturers just may be the
Multiple Engineering Co-op Program
(MECOP). It embraces engineering
and management students from
Oregon State University, Oregon
Institute of Technology and Port-
land State University.

Program director Gary Petersen
said“We recently helped place more
than 420 students in engineer-
ing internships with many of the
state’s top manufacturing firms.”

“It's an atypical internship. The
biggest winners are the students.
But the second winner is industry,
with a pool of talent that can be

v
How many lawyers
does it take

The answer is one. Or as many of us
as you need to meet your objectives.

At Hershner Hunter you will have direct,
efficient access to an individual attorney
in one of our many specialized practice
areas. And when you need to, you can
draw on the breadth and depth of one of
the area's largest and most respected
business law firms. Whether you're a small
start-up or a growing area employer, an
individual or a multi-national corporation,
we practice law the way you do business:
with the big picture in mind and an eye on
the bottom line.

Keep going and keep growing. And leave
your legal issues to us.

541-686-8511
www.hershnerhunter.com

HERSHNER HUNTER
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“A more vibrant state economy begins with a more robust, trained,

educated workforce.” —Howard Werth, CFO and Treasurer, Leupold & Stevens, Inc.

Manufacturing pay premium in Oregon was 34% over annual compensation averages for the rest of the Oregon workforce, according to the
National Association of Manufacturers’ calculations. Photo courtesy of Leupold & Stevens
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depended on," Petersen continued.

The goal: turning out the highest quality en-
gineers possible for the Northwest workforce.

With turnover being a huge expense for
most companies, internship and training pro-
grams such as MECOP have proven invaluable,
both to the students, and to the manufactur-
ing sector.

Education: The Foundation
of Manufacturing Growth

“The only way we'll compete in the U.S. is to
outthink the rest of the world," said Fred Vetter,
VP of Manufacturing at Oregon Freeze Dry.

To do that, Oregon must expand the ways
it can accommodate and train the engineers
and technicians of tomorrow. “MECOP has
been wonderfully successful. It shows how
business and industry have effectively taken
the lead,” Vetter pointed out.

And while degreed engineers are a huge
need, it's outstripped by growing demand
for technicians, machinists, tool-and-die op-
erators and maintenance professionals. “To
be successful, every engineer needs a dozen
good technicians,"Vetter believes. He has been
instrumental in helping develop that technical
savvy. With his help, Linn-Benton Community
College developed an innovative program to
help educate the kinds of technicians required
to enable technology.

The Linn-Benton Community College pro-
gram is called Mechatronics (the word is from
a combination of “mechanics” and “electron-
ics”). Still in its infancy, Mechatronics is the
type of program that needs to be nurtured
and encouraged with state support. It's sym-
bolic of the type of positive thing Oregon
needs to be known for, rather than the dearth
of negative feelings surrounding the state
business climate.

Tax Structure: Barrier to Business,
Ammo For Other States?

Fueled by the fact that Oregon passed the
toughest water purity laws in the nation and
tax Measures 66 and 67, neighboring states
have been particularly emboldened to try and
poach manufacturing businesses from Oregon.

Howard Werth wonders what message we

MANUFACTURING

send business with Oregon’s tax structure, and
its incumbent difficulties.”You have to wonder
‘what are we telling people here?’ At times it
feels like a very mixed message,” he said.

The actual tax implications unleashed by
the passage of Measures 66 and 67 was per-
haps overshadowed by the way it has embold-
ened neighboring states. Since their passage,
aggressive administrations in other states
frequently come knocking on the doors of Or-
egon business.

Werth said, “We want to retain Oregon jobs,
versus folding to the pressure to move out of
state” And that pressure has been relentless,
particularly from Idaho, Washington, Tennes-
see and Kentucky.

His belief is that confusion associated with
the passage of the tax measures could have
been stemmed somewhat with better commu-
nications from government about what pro-
grams mean, and what the implications truly
are, both for individuals and manufacturers.

“Really, we need better ongoing communi-
cation with the public at large from the state,
Werth noted.

Charting a Proactive Course for Growth
At this point, what the new Kitzhaber ad-
ministration will do to incent the growth of

Jake Nichol,
President

and CEO of
Leatherman
Tool Group, Inc.,
believes

“We need to let
free enterprise
work. Don’t
encumber
business with
excessive
government
regulation.”

manufacturing is unclear. Early indications are
that he may continue pursuits of green energy
initiatives. But some wonder if we're ready for
that kind of investment.

“Green industry incentives are okay, but
only if there are enough customers demand-
ing their products. Front-end tax abatements
are fine, but just be sure that on the back-end
there are enough customers to justify it," Tobi-
assen said.

Regardless of which way Oregon’s tax struc-
ture or state incentive programs are headed,
manufacturers seem to be in agreement on
what'’s needed now.

M Education funding for engineering pro-
grams

B Expanding technical training programs and
education

B Ongoing efforts to make tax-structures
more business friendly

Noting the way government tends to be-
come over-involved in business, Jake Nichol
had one final request that summed up how
many manufacturers feel: “We need to let free
enterprise work. Don't encumber business
with excessive government regulation.”

AOI Business Viewpoint Q1 2011 /Page 13



BUSINESS PLAN

Governor
Kitzhaber
redoubled his
commitment to
jobsin a Febru-
ary 16 meeting
with manufac-
turers on Swan
Island.

OREGON BUSINESS PLAN

Something feels different this time

By Jeremy Rogers

When leaders gathered on December 13,
2010 for the 8th Oregon Leadership Summit,
something was different than in years past.
There was little sugar-coating, and private
and public sector leaders sounded remark-
ably similar when discussing what is needed
to address Oregon’s economic and budget-
ary woes. This was a far cry from the previous
year when the Summit didn't happen, in part
because business and elected leaders were
sparring over the tax increases on the January
2010 ballot.

One reason for the greater sense of unity
was the work that went into putting this year’s
Business Plan and Summit together. Patrick
Reiten, this year's OBP Chair, led nearly 20
meetings with business and community lead-
ers up and down I-5, U.S. Highway 97, Eastern
Oregon and the Coast. Duncan Wyse of the
Oregon Business Council and Jay Clemens
from AOI helped facilitate.

At the Summit, Governor-elect John Kit-
zhaber described Oregon’s current path as
“death spiral” He embraced the Oregon Busi-

ness Plan goals of 25,000 new jobs per year
and per capita income above the national
average by 2020, and offered ideas to rede-
sign the way we deliver public education in
order to meet the demands of the 21st cen-
tury economy with the scarce dollars we have
available. The Governor also announced his
intent to meet with Business Plan leaders, la-
bor leaders and key legislators in advance of
the Legislative session to begin taking action
on the Oregon Business Plan job creation ini-
tiatives.

AOI Business Viewpoint Q1 2011/Page 14



Just over two months later, the level of focus
and collaboration remains strong. This year, on
January 11, Governor Kitzhaber met with the
Business Plan Steering Committee, including
AOI President Jay Clemens, and other public
and private leaders to prioritize a first set of
actions, including promoting biomass energy,
supporting the Oregon Innovation Plan, launch-
ing an initiative to retrofit Oregon schools,
making more industrial lands quickly available,
and taking a fresh look at the water withdrawal
policy on the Columbia River for Eastern Ore-
gon agriculture. All of these were key recom-
mendations of the Oregon Business Plan.

The Governor redoubled his commitment
to jobs in a February 16 meeting with manu-
facturers on Swan Island. At that meeting the
Governor announced details of his plans for a
capital gains rollover for Oregonians who re-
invest those gains in Oregon companies, and
rolled out industrial lands legislation with Sen-
ate Transportation and Economic Develop-
ment Committee Chair Lee Beyer.

The Legislature is also moving forward on
the jobs front: legislation to fix the removal-
fill permit process for linear transmission and
transportation facilities is moving forward in
the House.

The Senate has already passed legislation to
reconnect to the federal tax code.

The focus on jobs and business climate is-
sues is refreshing, but progress isn't limited to
the jobs front: Governor Kitzhaber's budget is
equally impressive. The Governor’s budget is
based on revenues available, and makes no
mention of cuts to “current service levels! The
Governor has proposed long overdue reforms
to the state’s education system, including the
creation of an Education Investment Board
that would help direct investment across the
Pre-K-20 continuum, replacing the lobby-driv-
en silo approach we have today. The Gover-
nor’s budget would move the Superintendent
of Public Instruction from an elected position
overseeing the Department of Education to a
“Chief Investment Officer” in the Governor’s
office overseeing the Pre-K-20 budget.

So far these education reform ideas have
been received well, at least in the Senate. The

BUSINESS PLAN

Senate Education and Workforce Develop-
ment Committee, led by Chair Mark Hass and
Vice-Chair Frank Morse, have passed a series
of bills that support the Governor’s vision. This
includes the adoption of the Oregon Business
Plan 40-40-20 education goals, and reforms
that allow students to move more seam-
lessly at their own pace between high school
and college courses. The Committee has also
heard bills on making the Superintendent of
Public Instruction a Chief Investment Officer
in the Governor’s office, and for providing the
Oregon University System more flexibility to
meet its goals.

Warning: Before anyone gets too optimistic,
it'simportant to recognize that it is still very ear-
ly in the session. The real debate over the bud-
get has not begun, and we still have two more
revenue forecasts before the Legislative session

ends. The March forecast shows revenues
down $100 million from the assumptions built
into the Governor’s budget. There are also a lot
of bills out there that are bad for business.

Still, there is something clearly different
this time. The Governor’s budget was well re-
ceived by Republicans in both houses, Demo-
crats are helping to lead the charge on issues
like industrial lands, and there is even traction
on a proposal to build a more robust rainy day
fund drawing from the best Republican and
Democratic ideas.

How long will the honeymoon last? It's not
clear, but maybe the “Great Recession” has
done more than make us poorer—perhaps it
has also made us wiser.

GUIDING EMPLOYERS THROUGH
LAWS AND REGULATIONS

Compliance and legal requirements can seem like a

maze. Don't get backed into a corner. Consult with us.

Good Advice for Good Employers

RRAN LIEBMAN,

A T T O R N E Y §

503.228.0500

* BARRAN.COM
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WORKFORCE

ARE YOU IN

COMPLIANCE WITH NEW
EMPLOYMENT PROVISIONS?

Employers should immediately incorporate
these new laws into their policies and practices

By Jean Back

Changes to the Fair Labor Standards Act
(“FLSA") that require employers to provide
lactation breaks to nursing mothers and new
regulations for the Genetic Information Non-
discrimination Act (“GINA”) could catch some
employers by surprise. The FLSA's new lacta-
tion break requirements may surprise some
employers because it applies to employers
who do not fall under Oregon’s lactation provi-
sion. The new GINA regulations may also sur-
prise some employers because the regulations
require employers requesting medical infor-
mation for legal purposes to include a specific
warning not to provide genetic information.
This article will highlight these recent changes.

1. New FLSA Lactation Provision

The Patient Protection and Affordable Care
Act (“PPACA"), which took effect on March 23,
2010, amended the FLSA to require that em-
ployers provide “reasonable break time for an
employee to express breast milk for her nurs-
ing child for one year after the child’s birth each
time such employee has need to express the
milk” This new break time is unpaid and ap-
plies only to nonexempt employees. Employ-
ers must provide a location other than a bath-
room that is shielded from view for employees

The FLSA’s new lactation break requirements
may surprise some Oregon employers.
Dreamstime photo

to express breast milk. This location can be an
empty office, or a corner of a room with screens
or other devices that provide privacy. This new
provision applies to all employers with up to 50
employees unless the employer can establish
undue hardship in supplying the break. It ap-
plies to all employers who have more than 50
employees with no undue hardship defense.
Oregon also has a lactation break provision
that applies only to employers with 25 or more
employees. Oregon’s provision applies to non-
exempt employees, and to employees who are
exempt under the administrative, professional,
or executive exemptions. Oregon’s provision
requires that employers provide lactation
breaks for 18 months from the child’s birth, as
opposed to the one-year federal rule. Oregon’s
law requires two 30-minute rest breaks in an
8-hour period, in addition to a 30-minute meal
break, whereas the federal version requires
breaks as needed. In Oregon, the 30-minute
lactation break can be combined with the paid
10-minute rest break, leaving 20 minutes of
unpaid break time. Employers must apply the
provisions of each law that is most favorable
to the employee. For most employers with 25
or more employees, this will mean applying
the Oregon provision. But employers with less
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than 25 employees must provide
the federal break rules unless an
undue hardship exists.

2. The New GINA Provision

Title Il of GINA applies to all
employers with 15 or more em-
ployees and prohibits the use of
genetic information in employ-
ment decisions, restricts employ-
ers from requesting, requiring, or
purchasing genetic information,
and strictly limits the disclosure of
genetic information.

Under the EEOC's proposed
rules, the acquisition of genetic
information resulting from an
inquiry about an individual’s cur-
rent health status would be con-
sidered inadvertent if the request
was lawful. But, the final rules,
effective on January 11, 2011,
provide that employers must
warn the employee or health care
provider not to supply genetic in-
formation in response to a medi-
cal inquiry, such as one under
FMLA or the ADA. The method of
providing the warning must be
“reasonably necessary” to ensure
that the warning is understood by
employees or doctors submitting
health-related information to the
employer. The final rule provided
the sample of a legally sufficient
warning:

“The Genetic Information Non-
discrimination Act of 2008 (GINA)
prohibits employers and other en-
tities covered by GINATitle Il from
requesting or requiring genetic
information of an individual or
family member of the individual,
except as specifically allowed by
this law. To comply with this law,
we are asking that you not provide
any genetic information when re-
sponding to this request for medi-

WORKFORCE

cal information. ‘Genetic Informa-
tion" as defined by GINA includes
an individual’s family medical his-
tory, the results of an individual’s
or family member’s genetic tests,
the fact that an individual or anin-
dividual’s family member sought
or received genetic services, and
genetic information of a fetus car-
ried by an individual or an individ-
ual’s family member or an embryo
lawfully held by an individual or
family member receiving assistive
reproductive services.”

Providing this general warning
in an ADA or FMLA policy may
suffice, but the EEOC guidance
on the final rule suggests that the
best way to provide this notice is
to include it in every request that
an employer makes for medical
information for example, under
FMLA or the ADA. As a result,
savvy employers will provide this
notice in cover letters to employ-
ees with every medical certifica-
tion request under OFLA, FMLA,
and the ADA. It also is advisable to
include the warning in any policy
that requires that the employee
provide verification of the medi-
cal need for absence.

Don't be caught off-guard by
these new important provisions.
Employers should immediately
incorporate these new laws into
their policies and practices.

Jean Back is an attorney at
Schwabe, Williamson & Wyatt and
focuses her practice in the areas of
labor and employment and gen-
eral litigation. Jean can be reached
at jback@schwabe.com.
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Great service - no charge
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* List openings 24/7
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WorkSource Oregon is an
equal opportunity program.
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HOW TO LOWER THE RISK
OF A BAD HIRE

Oregon’s National Career Readiness Certificate (NCRC)
helps by verifying a job applicant has important
foundational skills in place and is ready to work.

By Dave Williams

Oregon is at a critical stage in recovery.
Hiring is beginning to pick up. In the next year
alone, an anticipated 30,000 jobs will open
across a wide range of industries. With six un-
employed Oregonians for each job vacancy,
matching the right applicant to each job is
going to take time. Employers, small business
owners in particular, will be challenged to deal
with a larger than usual pool of applicants and
a smaller than usual ability to absorb the cost
of a bad hire. Oregon’s National Career Readi-
ness Certificate (NCRC) is one tool that helps
by verifying a job applicant has important
foundational skills in place and is ready to
work.

At NW Natural, I've faced many of the same
questions about the NCRC that other employ-
ers will have: Does it work? Will | be able to
meet my hiring goals without limitations? Is it
for my company? For us, the answer to all these
questions has been “yes.” As the Oregon Work-
force Investment Board chair, and as chair of
Oregon’s NCRC Implementation Committee, |
also see the value of the NCRC in its role as a
workforce development tool for Oregon.

I know the NCRC works; the NCRC provides
in-depth documentation of skills. NW Natu-
ral has utilized the certification assessments

to guide internal promotions for years, and
we now prefer that all job applicants have an
NCRC. The certificate validates applied foun-
dational skills in reading, applied math and lo-
cating information. Certificates are awarded at
the levels of Bronze, Silver, Gold and Platinum.
Higher levels indicate readiness for a greater
percentage of jobs.

The NCRC doesn’t just help employers. It
can also serve as an important tool for job ap-
plicants. If a job candidate has earned a Silver
certificate and the job they are seeking needs
Gold level skills, they know where they need
to work to increase their skills. Many people

have said earning an NCRC gave them great-
er confidence in what they have to offer an
employer. Anything that helps unemployed
workers regain confidence in their skills is es-
pecially valuable during this time of high un-
employment and intense competition.

In my experience, when used as a hiring
preference, the certification only has upsides.
We have improved our hiring and retention
rates. If a new employee doesn't succeed, it's
not because they don't have the foundational
skills to learn the job. And, notably, the NCRC
hasn't gotten in the way of meeting, and ex-
ceeding, our goals for a diverse workforce.
There is no cost to prefer applicants with a cer-
tificate and it doesn't create any restrictions
on hiring. It's important to recognize that the
NCRC doesn’'t work in a vacuum. When it's
preferred as one of many other factors, it be-
comes a valuable data point when reviewing
applicants.

Is Oregon’s NCRC going to work for every
employer? One of the benefits of having
local workforce experts involved in designing
and delivering Oregon’s NCRC is that they can
speak to the unique needs of an area’s employ-
ers and help determine if the NCRC is right for
an organization. To provide consistent access
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to NCRC services, the statewide network of
WorkSource Oregon (WSO) centers serve as
the front door to the NCRC. Any employer
or individual calling or coming into any WSO
center will receive assistance to access local
NCRC services.

The NCRC is being used nationally by small,
medium and large employers across a variety
of industries. Both union and non-union com-
panies have found the NCRC a valuable tool. At
Northwest Natural, about 70 percent of ourem-
ployees belong to the Office & Professional Em-
ployees International Union (OPEIU) Local 11.
We have our labor partner’s support in using
the assessments and the NCRC because their
main interest is the success of their members.

I'm optimistic about the potential the NCRC
has in Oregon as a tool for workforce devel-
opment. Oregon’s NCRC is being guided by a
strong partnership of public and private lead-
ers. The state’s leading business associations

EDUCATION

and alliances endorse Oregon’s NCRC in light
of its value to Oregon’s diverse business com-
munity. We're not early players in this game,
so we can look at the experiences of over 30
other states and shape Oregon’s program to
best fit our goal for the NCRC—to increase the
number of skilled and work-ready Oregonians
and make it easier for employers to find them.
I'm encouraged by the range of employers
that are signing on to prefer job applicants
with a certificate. Even if an employer is not
ready to hire, getting set up to give preference
to applicants with an NCRC can help the pro-
cess move faster when the time comes.

In the short run, a growing pool of work-
ready Oregonians with documented skills can
positively influence Oregon’s ability to recover
and compete in the global market. In the lon-
ger term, | envision Oregon’s NCRC will have
a more direct tie to economic development
as a tool we can use to promote the state as

Unpredictable: Health care rates
Predictable: How you can continue to offer coverage

work-ready. The number of certified work-
ready residents becomes one of the selling
points to attract businesses along with quality
of life and our strong sense of community. It's
a quantifiable metric that employers can use
to gauge their opportunities to establish or
expand a presence in Oregon.

Recovery is going to take time. Providing
employers with as many tools as possible to
hire the right person will help us establish and
maintain growth and productivity. | am ex-
cited to offer Oregon’s NCRC as one of these
tools.

For more information, including success sto-
ries from Oregon employers utilizing Oregon’s
NCRC, and to find a local NCRC representative,
visit www.OregonNCRC.org

Dave Williams is Vice President of Utility
Services for NW Natural.

AOI HealthChoice helps businesses, with fewer than 100 employees, get the leverage of a large
buying group for health, dental and vision health insurance programs. Available only to mem-
bers of Associated Oregon Industries, AOI HealthChoice is offered through service-oriented AOI
HealthChoice Appointed Agents. Contact your insurance agent. Or, for the names of appointed

agents in your area, call the managing general agent, AKT Benefit Advisors, at 877.588.0002

or visit www. aoihc.aoi.org.

Let your company benefit from the affordability of an AOI HealthChoice program.
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CHOICE

Tipping the balance sheet in your favor

ESPE

ASSOCIATED
OREGON
INDUSTRIES
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503.588.0050 www.aoi.org
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OREGON LEGISLATURE IS OPEN
... BUT FOR BUSINESS?

There are practical signs of a new
political environment, yet ...

The 76th Legislative Assembly
convened February 1 and opened
with a number of bills that cover
labor, employment, taxes and
health care issues of interest to
the business community. AOl and
the AOI Public Policy Councils are
deeply engaged in these Legisla-
tive issues. Here's the Quarterly
Report:

EDUCATION AND
WORKFORCE
POLICY COUNCIL
Chair: Margaret Kirkpatrick,

NW Natural

AOI Policy Manager: Betsy Earls,
Vice President and Counsel

The Education Committee is
working on proposals that would
remove the Oregon University
System from its current state
agency status. Because the OUS
is governed by the Legislature as
a state agency, universities have
very little control over their own
budgets and programs. Creating
a separate entity would provide
much needed autonomy, both in
academics and budgets.

Several bills have been intro-
duced on this subject. AOI is
working with legislators and oth-
er business associations to pro-

vide the best possible support for
passage of such a bill.

EMPLOYMENT
PRACTICES

POLICY COUNCIL
Chair: Eileen Kunze, A-dec, Inc.
AOI Policy Manager: J.L. Wilson,
Vice President, Government Affairs

Employment Law Update

The most significant employ-
ment-related issue of the past
week was a legislative vetting
of HB 2038, which conforms Or-
egon’s expression of milk in the
workplace law to new federal
mandates contained in the 2010
federal health care reform law.

The new federal law is consid-
erably more stringent. Under the
federal law, an employer must
provide a reasonable rest period
to express milk each time the em-
ployee has a need to express milk.
The new federal regulations ap-
ply to even small companies with
fewer than 25 employees, and no
company with more than 50 em-
ployees may apply for an undue
hardship exemption.

AOI understands that federal
supersedes state law, and that
generally, state conformity with
federal law is advantageous for

employers because it allows for
ease of administration. But AOI
expressed disappointment that
Oregon tends to gravitate to em-
ployment regulations thatimpose
the greatest possible burden on
employers.

However, since the new federal
nursing mother regulations are
contained in the federal health
care reform law, which is currently
undergoing several federal court
challenges, AOI is pressing for an
amendment which would repeal
HB 2038 if the new federal health
care law is struck down by the
courts.

ENERGY AND
ENVIRONMENT
POLICY COUNCIL
Co-Chairs: Greg Miller, Weyerhaeuser
Company; Sania Radcliffe, Portland
General Electric

Water and Cleanup Co-Chairs: Tom
Lindley, Perkins Coie, LLP; Susan
MacMillan, URS Corp.; Air & Energy
Co-Chairs: Tom Wood, Stoel Rives, LLP;
David Like, Hampton Affiliates

AOI Policy Manager: John Ledger,
Vice President

Oregon’s Gas
Cap & Trade Program Coming
to Your Fuel Tank

Although not too widely
known, the 2009 Oregon Legis-
lature told the DEQ to consider
mandating ways to reduce green-
house gases (GHG) from the trans-
portation sector. The result is an
Oregon Gas Cap & Trade system
coming to fuel tanks through-
out the state within the next few
years.

Aside from your personal car,
the biggest risk is to Oregon truck-
ing operations. Oregon gas and
diesel would have to be custom
blended in Washington, increas-
ing the price along with the use of
corn ethanol. In the end, the big
winner may be lowa.

The  proposal, advancing
through the DEQ rulemaking
process, creates a system of de-
creasingly available credits - each
credit representing a unit of fuel-
produced GHG. Over time, the al-
lowable emissions (credits) would
be forced down, but could be sold
or traded between fuel suppliers
as they move to lower the “car-
bon intensity” of their operations.
Hydrogen, electricity, and natural
gas are cited as examples of mov-
ing to low carbon fuels. But, in
practice, corn ethanol is the pre-
dictable option.

The damage done by increased
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fuel costs is supposed to be offset
by the increase in yet more “green
jobs,” this time related to ethanol
production. Given that cellulosic
ethanol is still in a developmental
stage, and the refineries that pro-
duce and blend fuels are in Wash-
ington, it's unclear why the new
ethanol plants would be built in
the Beaver state.

Linear Permitting—
Can You Dig it?

In a sign of the new political
environment in Salem, the House
Business Committee passed a
new linear pipeline project bill
out of committee on a stunning
8-0 vote. The legislation address-
ing the issue of linear pipeline
projects has been historically con-
tentious. The fact HB 2700 passed
unanimously out of a House com-
mittee signifies that legislators
appear to have a sense of urgency
about economic development,
investment and job creation.

The existing definition of “ap-
plicant” for purposes of applying
for a removal-fill permit currently
holds up linear infrastructure proj-
ects our economy badly needs.
HB 2700 fixes the statute to allow
linear projects to move through a
rational, defined process. It aligns
the Division of State Land's ap-
plication process for a removal-
fill permit with the application
standard for other state permits.
HB 2700 could put thousands of
people back to work by allowing
affected infrastructure projects to
move forward.

These are projects our state
needs to move out of this reces-
sion and includes:

B Roads and highways
B Underground utilities
B Renewable energy projects

QUARTERLY REPORT

Unlike two years ago, the Oregon Legislature moved with decisive action to reconnect the Oregon
income tax law to federal law to let businesses claim certain tax benefits for investing in new equipment.

B Water and sewer projects
B Maintenance of existing roads
and utilities
Without HB 2700, developers
of these projects could be forced
to condemn property simply to
apply for a removal-fill permit. HB
2700 is a simple fix to remove this
barrier and ensure the law works.
AOI testified in favor of the bill
as amended.

FISCAL POLICY
COUNCIL

Chair: Neil Nelson, Siltronic
Corporation

AOI Policy Manager: J.L. Wilson,
Vice President, Government Affairs

Major Tax Issues Begin
to Take Shape in 2011
Oregon Legislature

The House and Senate Revenue
Committees are holding public
hearings on key issues while the

framework of at least one major
proposal is being vetted by sever-
al business groups, including AOI.

Rainy Day Fund & Kicker. A
new tax deal being discussed
might give Oregon businesses
hope for a stable reserve fund,
state spending limits, and a cut
in the capital gains tax rate. Sena-
tors Frank Morse (R-Albany) and
Ginny Burdick (D-Portland) have
introduced SJR 26, which man-
dates that the Legislature fund a
Rainy Day Fund from two differ-
ent sources - up to 3 percent of
General Fund revenues and half
of the personal kicker.

The measure would also redi-
rect the corporate kicker into a
permanent savings account dedi-
cated to Oregon’s higher educa-
tion system. There is also consid-
eration of including permanent
capital gains tax relief as part of
the package.

Most business groups, includ-
ing AOI, are willing to discuss
such a proposal, but not in isola-
tion. AOI and other groups are
interested in a comprehensive
package that includes long term
state budget reform, permanent
capital gains tax relief, extension
of key tax credits and other items
critical to investment and job cre-
ation.

Key Tax Credits. The Legisla-
ture is setting the stage for review
of several key business tax credits
that must be affirmed by the Leg-
islature in order to continue. Of
particular concern to AOI is the
Research & Development (R&D)
Tax Credit. Governor Kitzhaber
recommended extension of this
tax credit in his formal budget,
and AOI will work in the Legisla-
ture to make a case for its exten-
sion. Also of note, Governor Kit-
zhaber, displaying a little political

AOI Business Viewpoint Q1 2011/ Page 21



QUARTERLY REPORT

gamesmanship, is endorsing an
expansion of the Film Production
other significant tax changes.

Oregon Businesses Now
Reconnected to Federal Tax
Code. Thanks to some last min-
ute maneuvering by AOI, other
business groups, and a group of
courageous legislators, Oregon
companies can now enjoy the
federal business tax incentives
passed by Congress last Decem-
ber. Because of Senate Bill 301,
Oregon’s business community is
now permanently connected to
the federal tax code on key issues
such as accelerated “bonus” de-
preciation and increased Section
179 expensing allowances. This is
a tremendous victory for Oregon
businesses - the first such pro-
business victory of the 2011 legis-
lative session.

But it didn't come easy.

The Legislature was well on its
way to passing Senate Bill 301
when it was discovered that Or-
egon businesses were not auto-
matically connected to the federal
tax code as was widely assumed.
The bill had already passed the
Senate and was nearing a vote in
the House when this mistake was
discovered.

Instead of immediately fixing
the mistake, many Democrats in
the House wanted to keep the
mistake in place. Why? Because
not allowing Oregon compa-
nies to take advantage of bonus
depreciation and increased ex-
pensing would garner the state
$93 million in “windfall” revenue.
Democrats in the House Revenue
Committee blocked initial at-
tempts to fix the problem.

However, when SB 301 reached
the House floor for a vote, Repub-
licans offered an alternative ver-

sion of the bill which included re-
connecting Oregon’s businesses
to the federal tax code. This alter-
native version, known as a“minor-
ity report,’was the bill that passed
the House. It passed 41-19. The
Senate quickly followed suit and
passed the bill 30-0.

SB 301 was a significant vic-
tory for business. AOI has long
advocated the policy of keeping
Oregon’s tax code connected to
the federal tax code, especially for
key job-creating business tax pro-
visions such as accelerated depre-
ciation and increased Section 179
expensing.

After being disconnected from
the federal code for two years due
to the 2009 legislature, Oregon
businesses were anticipating be-
ing reconnected again and had
been planning on investments
related to these federal tax incen-
tives for purchasing capital equip-
ment.

The Legislature chose wisely
and ultimately restored the in-
tent of reconnecting Oregon’s
business community to business
tax incentives designed to help
spur capital investment and job
creation. Along the way, the Leg-
islature also helped restore some
credibility with the business com-
munity.

HEALTH CARE
POLICY COUNCIL
Chair: John Worcester, Evraz Oregon
Steel Mills

AOI Policy Manager: Betsy Earls,
Vice President and Counsel

New mandates. AOIl is con-
cerned about any new mandates;
several health insurance man-
dates made their first appearanc-
es this quarter. The new federal

health reform law requires states
that mandate benefits beyond
what the federal government
deems “essential” will have to pay
the cost of covering those ben-
efits, if they are required for plans
sold in the exchange.

To the extent that state require-
ments are more stringent than
the federal mandated essential
benefits, the state must decide
whether to extend them to the
exchange population. If so, no fed-
eral subsidy dollars may go to pay
for additional state-level mandated
benefits.

If Oregon elects not to apply
any mandates to the exchange
population, but still requires the
traditional market to include
them, adverse selection will occur
between the markets. Premiums
in the traditional market will be
higher than exchange premiums,
leading those who need specific
benefits to buy traditional cover-
age instead of exchange-based
products and causing premiums
to spiral and destroy the tradition-
al market.

Thus, instead of adding new
mandated benefits to the books,
Oregon should take a step back
and carefully evaluate the current
list of mandates.

OREGON RETAIL
POLICY COUNCIL
Chair: Leanne Musket, J.C. Penney
Company, Inc.

AOI Policy Manager: Betsy Earls,
Vice President and Counsel

The Retail Council is facing a
wide variety of issues this session,
from typical business concerns to
more retail specific proposals. The
two specific proposals of concern
are the plastic bag ban and the

product stewardship plan.

The plastic bag ban as written
would prohibit the provision of a
single use plastic check-out bag
at check-out. Retailers would still
be able to offer paper bags, but
would be required to charge at
least 5 cents per bag. Alternative-
ly, reusable check-out bags could
be provided for sale or offered free
of charge. AOI generally opposes
product bans of any type, on the
basis that better approaches are
available.

The product stewardship bills
follow the model paint product
stewardship legislation passed
last session. Producers of the
product to be regulated (includes
manufacturers and owners of
house brands) would be required
to form a product stewardship or-
ganization to collect and properly
dispose of the product. Producers
would pay fees to DEQ, on top of
fees needed to run the program,
for DEQ to regulate them. AOI
is categorically opposed to any
additional product stewardship
programs in Oregon, until those
already in existence are fully func-
tional and can be evaluated.

AOI Public Policy Councils give
member companies a voice in
establishing the direction of AOI as
your association pursues a broad-
based, long-term public policy
agenda for businesses in Oregon.
A member Chair, steering com-
mittee and an AOI Policy Manager
comprise each Policy Council.
Keep current on Public Policy and
AOI activities at www.aoi.org/

publicpolicy.
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With so many fresh, indigenous ingredients, it's little wonder Oregon is a haven for
culinary arts and world class restaurants. But every chef worth his or her salt has
at least one story that includes a sharp knife, a slick floor, or a hot grill. As experts
in safety, we've helped restaurant owners make simple changes to avoid injuries

that lead to workers' comp claims. We're Oregonians, and this is our life’s work.
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LOOKING FOR AN INSTANT-ON FOR ENERGY SAVINGS?
Lighting upgrades and lighting controls are the best first
step to energy savings for your business. Your investment in
high-efficiency lighting can generate big energy savings, put
your business in a positive light and create a more productive
environment for customers and employees. Cash incentives
from Energy Trust of Oregon mean your investment in
efficiency can pay dividends in as little as two years.

For information about cash incentives, talk with your
lighting contractor. Energy Trust can also refer you to

a qualified trade ally contractor. Call us at 1.866.368.7878
or visit www.energytrust.org.

Serving customers of Portland General Electric,
Pacific Power, NW Natural and Cascade Natural Gas.

Trust

of Oregon




