ALASKA STATE LEG SLATURE
HOUSE LABOR AND COVMERCE STANDI NG COW TTEE
May 11, 2002
6:25 p. m

MVEMBERS PRESENT

Representative Lisa Miurkowski, Chair
Representative Andrew Hal cro, Vice Chair
Representati ve Kevin Meyer
Represent ati ve Nor man Rokeberg
Representative Harry Crawford
Representati ve Joe Hayes

VEMBERS ABSENT
Representati ve Pete Kott
COW TTEE CALENDAR

CS FOR SENATE BILL NO. 252(RLS)

"An Act renam ng the Al aska Human Resource |nvestnment Council as
the Alaska W rkforce Investnent Board and relating to its
menbership; relating to repaynent on prom ssory notes for work-
related itens paid for by grant programs; extending the
termnation date of the state training and enploynent program
relating to enploynment and training activities; and providing
for an effective date.”

- MOVED CSSB 252(RLS) QUT OF COW TTEE

PREVI QUS ACTI ON

BILL: SB 252
SHORT TI TLE: EMPLOYMENT AND TRAI NI NG PROGRAM BOARD
SPONSOR(S): RLS BY REQUEST OF THE GOVERNOR

Jrn-Date Jr n- Page Action

01/ 22/ 02 2003 (S) READ THE FI RST TI ME -
REFERRALS

01/ 22/ 02 2003 (S) L&C, FIN

01/ 22/ 02 2003 (S FN1: (LWF); FN2: (LWF); FNS:
(LWF)

01/ 22/ 02 2003 (S GOVERNOR S TRANSM TTAL LETTER

02/ 14/ 02 (S L&C AT 1:30 PM BELTZ 211

02/ 14/ 02 (S) Heard & Held

HOUSE L& C COW TTEE -1- May 11, 2002



02/ 14/ 02
04/ 18/ 02
04/ 18/ 02
04/ 18/ 02
04/ 25/ 02
04/ 25/ 02

04/ 25/ 02
04/ 26/ 02
04/ 26/ 02

04/ 26/ 02
04/ 26/ 02
04/ 26/ 02
05/ 02/ 02

05/ 02/ 02
05/ 02/ 02

05/ 02/ 02

05/ 02/ 02
05/ 02/ 02
05/ 06/ 02

05/ 06/ 02

05/ 06/ 02

05/ 06/ 02
05/ 06/ 02
05/ 08/ 02
05/ 08/ 02
05/ 08/ 02
05/ 08/ 02
05/ 10/ 02

05/ 10/ 02
05/ 10/ 02
05/ 10/ 02
05/ 10/ 02
05/ 10/ 02

05/ 10/ 02

05/ 10/ 02
05/ 10/ 02

HOUSE L& C COW TTEE

2972
2972

2972

2972
2972

3173

3173

3173

3173
3173

3293

3294
3294
3297
3298
3298

3298

3298
3299

(S)
(S)
(S)
(S)
(S)
(S)

(S)
(S)
(S)

(S)
(S)
(S)
(S

(S)
(S)

(S)

(S)
(S)
(S)

(S)
(S)

(S)
(S)
(S)
(S)
(S)
(S)
(S)

(S)
(S)
(S)
(S)
(S)

(S)

(S)
(S)

M NUTE( L&C)

L&C AT 1:30 PM BELTZ 211
Heard & Held

M NUTE( L&C)

L&C AT 1:30 PM BELTZ 211
Moved CS(L&C) CQut of

Comm ttee

M NUTE( L&C)

L&C RPT CS 5DP NEW TI TLE
DP: STEVENS, AUSTERMAN,

DAVI S, LEMAN,

TORGERSON

FN1: (LWF); FN2: (LWF);

FN3: (LWF)

FIN AT 9: 00 AM SENATE FI NANCE
532

Heard & Held

FIN AT 4: 00 PM SENATE FI NANCE
532

Moved CS(FIN) Qut of

Comm ttee

M NUTE( FI N)

M NUTE( FI N)

FIN RPT CS 2DP 5NR 1AM NEW
TI TLE

NR  KELLY, HOFFMAN, OLSON,
W LKEN,

WARD, AM DONLEY; DP:
AUSTERVAN, LEMAN

FN4: (LWF); FN5: (LW)

FN6: (LWF); FEN7: (LWF)

RLS AT 9: 30 AM FAHRENKAMP 203
M NUTE( RLS)

M NUTE( RLS)

M NUTE( RLS)

RULES TO CALENDAR W CS 5/ 10
NEW Tl TLE

FN4: (LWF); FN5: (LW)

FN6: (LWF); FN7: (LW)

READ THE SECOND TI ME

RLS CS ADOPTED UNAN CONSENT
ADVANCED TO THI RD READI NG
UNAN CONSENT

READ THE THI RD TI ME CSSB
252( RLS)

PASSED Y19 N1

EFFECTI VE DATE(S) SAME AS

May 11, 2002



PASSAGE

05/ 10/ 02 3321 (S) TRANSM TTED TO (H)

05/ 10/ 02 3321 (S) VERSI ON:  CSSB 252( RLS)

05/ 10/ 02 (9 RLS AT 9: 30 AM FAHRENKAMP 203

05/ 10/ 02 (S) M NUTE( RLS)

05/ 11/ 02 3510 (H) READ THE FI RST TI ME -
REFERRALS

05/ 11/ 02 3510 (H L&C, FIN

05/11/02 (H FIN AT 1:30 PM HOUSE FI NANCE
519

05/ 11/ 02 (H -- Recessed to call of Chair

05/ 11/ 02 (H L&C AT 0: 00 AM CAPI TOL 17

W TNESS REG STER

MARY JACKSON, Staff

to Senat or John Torgerson

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented SB 252 on behalf of the sponsor,
Senat or Tor gerson

MARK M CKELSON, Assistant Director

Job Training & Wrk Readi ness

D vision of Enploynent Security

Depart ment of Labor & Workforce Devel opnent

PO Box 25509

Juneau, Al aska 99802-5509

POSI TI ON  STATEMENT: During hearing on SB 252, answered
questi ons.

REBECCA NANCE GAMEZ, Deputy Comm ssi oner

O fice of the Conm ssioner

Depart ment of Labor & Workforce Devel opnent

PO Box 21149

Juneau, Al aska

POSI TI ON  STATEMENT: During hearing on SB 252, answered
guesti ons.

PAT DAVI DSON, Legislative Auditor

Di vision of Legislative Audit

Legi sl ative Budget and Audit Conmttee

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: During hearing on SB 252, discussed the
governor's discretionary fund.

HOUSE L& C COW TTEE - 3- May 11, 2002



JAMES WAKEFI ELD, Chair

Bal ance of State W rkforce | nvestnent Board

17325 Pt. Lena Loop Road

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified in support of SB 252.

LI NDA HULBERT, Vice Chair

Al aska Human Resources | nvestnent Counci

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of SB 252.

DON ETHERI DGE, Lobbyi st

Al aska AFL-CI O

710 W 9th Street

Juneau, Al aska 99801

PGSI TI ON STATEMENT:  Provi ded coments on SB 252.

ACTI ON NARRATI VE

TAPE 02-74, SIDE A
Number 0001

CHAIR LISA MJRKOMNSKI called the House Labor and Comerce
St andi ng Comm ttee neeting to or der at 6: 25 p. m
Represent ati ves Miurkowski, Halcro, Meyer, Rokeberg, and Crawford
were present at the call to order. Representative Hayes arrived
as the nmeeting was in progress.

SB 252- EMPLOYMENT AND TRAI NI NG PROGRAM BOARD

CHAI R MURKOWSKI announced that the only order of business would
be CS FOR SENATE BILL NO 252(RLS), "An Act renam ng the Al aska
Human Resource Investnent Council as the Alaska W rkforce
I nvestnent Board and relating to its nenbership; relating to
repaynment on prom ssory notes for work-related itens paid for by
grant prograns; extending the termnation date of the state
training and enploynment program relating to enploynment and
training activities; and providing for an effective date."

Number 0063
MARY JACKSON, Staff to Senator John Torgerson, Alaska State
Legislature, informed the conmttee that this is the governor's

| egislation brought forward to extend the State Training
Enpl oyment Program (STEP). She noted that Senator Torgerson had
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requested an audit of the STEP and after going through the
audit, a nunber of amendnents have been offered to the
| egi sl ati on throughout the process. She explained that the
audit found that there was a problem wth reporting, which the
depart ment under st ands. Probably the nost difficult issue had
to do with the conpetitiveness of the program Ms. Jackson
pointed out that STEP is paid for by a diversion from the
Unenpl oynment | nsurance Trust Fund. The entire point of STEP is
to train people in order to avoid unenploynent. The theory, she
explained, is that nore people working results in nore being

paid into the trust. Therefore, the trust beconmes nore sol vent
and draws can be taken to train people. In that context, unions
provi de training prograns. However, there was concern that

| anguage in the original legislation restricted private entities
from conpeting in certain areas and thus the Senate Finance
Standi ng Conm ttee elimnated that |anguage.

M5. JACKSON pointed out that initially recommendations were for
a one-year extension. The audit recomended four years, but the
current legislation specifies tw years. By next year, there
are a nunber of reports, as specified on page 28 of CSSB
252(RLS), that the Departnment of Labor & Workforce Devel opnment
nmust provide to the Ilegislature. She highlighted the sixth
report and stated that the issue is whether all enployers should
pay into the STEP. Currently, the State of Al aska doesn't pay
into the STEP, although its enployees would be eligible to use
t he program

Nunber 0475

CHAIR MURKOASKI turned attention to the fifth report, the status
of the governor's discretionary fund.

M5. JACKSON said that the governor's discretionary fund "is no
nore." On page 13, the audit report specifies that in 1999 the
STEP Plan action steps identified the creation of a governor's
discretionary fund for statewide activities. The aforenentioned
was surprising, especially since STEP was supposed to be for
training and grants were to be available. Al though it was
determned that the governor's discretionary fund wasn't
[utilized], the audit pointed it out.

CHAIR MURKOWSEKI noted that the commttee packet includes a one-
page docunent [from Senator Gene Therriault's office] discussing
the governor's discretionary fund. The docunent explains where
the set aside funds were used. The docunent says, "I think we
are getting a little bit of a dodge from the departnent about

HOUSE L& C COW TTEE - 5- May 11, 2002



any continued use of set-aside funds into FY 02. Mybe this is
a question that they should be asked at the Senate Labor and
Commerce conm ttee neeting.”

M5. JACKSON related her wunderstanding that the matter was
resol ved. She enphasized that the STEP is supposed to be the
program of |ast resort.

Nunber 0671

REPRESENTATI VE MEYER requested that M. Jackson explain the five
different fiscal notes.

M5. JACKSON explained that the state doesn't pay anything for
this program the funds cone through the Unenpl oynent | nsurance
Trust Fund. There are no general funds (GF) used for the STEP.

M5. JACKSQN, in response to Representative Rokeberg, confirned
that the provisions that are repealed serve as basically a
sunset provision so that the departnent wll return to the
| egislature in three years. She highlighted that the departnent
has to report to the legislature within ten days of the Twenty-
Third Legislature on the questions raised in the audit.

REPRESENTATI VE ROKEBERG asked if the Senate considered the
gquestion raised in the audit regarding the participation of
organi zed | abor in the STEP.

M5. JACKSON replied yes and reiterated that was the reason for
the anmendnent made by the Senate Finance Standing Committee on
page 17 of the | egislation.

REPRESENTATI VE ROKEBERG poi nted out that on page 15 of the audit
it says, "W acknow edge that unions are a valuable partner in
trai ning Al askans. However, given that unions have a funding
source for training through their dues collection process, we
question how DLWD [Departnent of Labor & Wrkforce Devel opnent]
and AHRIC [Alaska Human Resources Investnent Council] ensure
that STEP funding is not being used by unions to supplant rather
than | everage.™ He ventured to say that 99 percent of the
private business people in the state who are paying the
[majority] of this tax would be very upset if they knew they
were funding union apprenticeship prograns. Representati ve
Rokeberg expressed <concern wth the aforenentioned. He
questioned why he [as a private business owner] would pay,
subsi di ze, organized |abor out of his gross receipts to do
training [for unions].
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M5. JACKSON said that was exactly the issue that was discussed
at length with the departnent. The issue ties in with the
departnent's better reporting and t racki ng and dat a
requirenents.

Nunmber 0953

CHAI R MURKOWBKI pointed out that the only entity involved in the
report is DLWD. She asked whether there has been any di scussion
regarding input outside of DLW because she didn't want the
report to be totally biased wth DL\WD s perspective.

M5. JACKSON related her thought that it mght be appropriate to
ask the Alaska Chanber of Commerce to read [the report] and
coment . She was sure that many of the private industry
councils and private businesses would be willing to conme forward
[and comrent] .

CHAIR MURKOWBKI remarked that she wasn't sure that including
input outside of DLMD would require an anendnent to the
| egi sl ati on.

Nunmber 1126

REPRESENTATI VE CRAWFORD informed the conmttee that the STEP
allows [unions] to bring people in from the Bush to obtain
trai ni ng. The reason this noney goes toward uni on
apprenticeship prograns is because those prograns are in place
and deliver the training to those in need of jobs. Although the
STEP may be the program of last resort in sone areas, the
individuals, no matter their |ocation, receive good training.
The STEP is necessary for those who don't have the sane
advantages to those |ocated in Anchorage or Fai r banks.
Representative Crawford took exception to Representative
Rokeberg's earlier comment that he, as a businessman, is
subsidi zing rich unions. Representative Crawford said, "Those
are the training prograns that are in place. W're just trying
to get people to work; it's not to put ... anybody ... out of
busi ness. "

REPRESENTATI VE ROKEBERG asked if the departnent keeps a
breakdown of the geographic location of the training offered in
the state.

Nunber 1290
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MARK M CKELSON, Assi st ant Director, Job Training & Work
Readi ness, Division of Enploynment Security, Departnment of Labor
& Wor kforce Devel opnent, explained that the departnent has done
a yearly evaluation through research and anal ysis. I n response
to Representative Rokeberg, M. M ckelson said he believes that
in 2002 approximately 45 percent of the resources were spent in
t he Anchorage and Mat anuska Susitna Vall ey region.

REPRESENTATI VE RCOKEBERG commented that it was good and was a
real inprovenent from the 15 percent he renenbered from four
years ago. He asked if the reason behind the increase is
because the departnent is being responsive to where the job
needs are.

MR. M CKELSON expl ained that the allocation for STEP is based on
several factors, including the rate of unenploynent, the nunber
of people who file, et cetera. It's based on the residence of
t he unenpl oynent insurance claimants, he specified. In further
response to Representative Rokeberg, M. Mckelson clarified
that the STEP fund is split between |ocal areas designated under
the Wbrkforce Investnent Act: the Anchorage WMat-Su Consortium
and the bal ance of the state. Funds for training are generally
let through two channels, one of which 1is an areaw de
conpetitive request for proposal (RFP). The ot her nethodol ogy
is called individual referral in which eligible clients cone
into one of the departnents one-stop offices around the state
and could be referred to preexisting training. Therefore, there
are large grants and individual grants. Most years there has
been close to full wutilization and expenditure, although there
have been years in which it was |ess.

REPRESENTATI VE ROKEBERG asked if in years of surplus extra
training prograns in Kotzebue and (indisc.) were funded.

Nunber 1465

REBECCA NANCE GAMEZ, Deputy Conm ssi oner, Ofice of the
Comm ssioner, Departnent of Labor & W irkforce Devel opnent,
clarified that those were funded through sone |apse funds and an
addi tional diversion. She further clarified that it was a
separate appropriation under a different Senate bill

REPRESENTATI VE ROKEBERG inquired as to the rationale of funding

organi zed labor's apprenticeship prograns vis-a-vis other
progr ans.
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M5. GAMEZ directed attention to page 150 of the audit report,
which contains a statenent with which the departnent doesn't
fully concur. She echoed Representative Crawford's earlier
coorments that the STEP funds obtained by the unions aren't
necessarily used for training; nuch of it is used for trave
expenses. Therefore, the wunions can offer training in rural
Al aska, such as Bethel and None.

Nunmber 1556

CHAIR MJURKOWSKI returned to the issue of the governor's
di scretionary fund and its current status.

M5. GAMEZ related that a couple of years ago AHRIC wanted to
direct nore funds toward certain occupations. Therefore, AHRIC
directed the activities. At that tinme, AHRIC was |located in the
Ofice of the Governor. Currently, AHRIC is located in the
departnent, although it isn't a division of the departnent. At
this point, there has been no action by AHRIC to have those
[di scretionary] funds avail abl e.

Nunmber 1656

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Legislative Budget and Audit Commttee, Alaska State
Legi slature, said she believes that nuch of the STEP was neant
to parallel and cover areas not covered by the fornmer federa

Jobs Training Partnership Act (JTPA) program which included a
nunber of restrictions and the governor's discretionary fund.
Under JTPA a snall pool of noney was exenpted in order to allow
those funds to be used on priorities identified by the governor.
Wien the STEP was established, the JTPA concept of the governor
being able to identify particular areas that needed training
dol lars was continued. During the audit, the auditors had a
difficult time trying to identify what the governor's
di scretionary fund was spent on because the departnment didn't
track it. Ms. Davidson said that the notion that there was a
pool of noney that was available for the governor to spend is a
bit of a m sconception.

REPRESENTATI VE ROKEBERG asked if there were funds that were
unaccounted for.

M5. DAVIDSON replied no and reiterated that it was difficult to
determ ne whether funds would be identified as part of the
governor's discretionary expenditure as opposed to any other
expenditure nade for the STEP.
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Number 1790

JAMES WAKEFI ELD, Chair, Balance of State Wrkforce |nvestnent
Board, inforned the commttee that the board, which consists of
over 50 percent private sector nenbers, strongly supports SB
252. This program has been around since 1989 and has trained
over 18,000 Al askans. There are nmany success stories. For
exanple, the Cty of Hyder has put half of its eligible work
population to work through a STEP program M. Wakefield
highlighted that the program doesn't tap G- dollars. Wth
regard to the joint apprentice progranms using the funds, M.
Wakefield said that it has provided rural Alaskans the ability
to obtain training in fields that allow them to work near their
home in rural Al aska. The board would like to see a pernanent
program he rel ated.

Nunmber 1905

LI NDA HULBERT, Vice Chair, Alaska Human Resources Investnent
Council, encouraged the commttee to pass SB 252.

DON ETHERI DGE, Lobbyist, Alaska AFL-CI QO inforned the commttee
that not all the STEP funds the unions use are for the union's
menber shi p. Many of the STEP funds are used to train rural
Al askans for things such as installing and maintaining water
| i nes.

REPRESENTATI VE ROKEBERG asked if unions are having difficulties
recruiting apprentices.

MR. ETHERI DGE answered that for sonme tinme there wasn't a |ot of
apprenticeship drive due to the lack of work. Now that the work
has i ncr eased, i nt er est in apprenticeship prograns has
increased. He explained that the nunber of apprentices that are
accepted is adjusted according to the amount of work avail abl e.

REPRESENTATI VE ROKEBERG related his belief that |aborers would
be particularly well-suited to participate in short-term
speci ali zed training. He asked if M. Etheridge had an exanple
of situations in which STEP funds had been wused for the
af or enent i oned.

MR. ETHERI DGE responded that quite a bit of that is being done

in the Northern region. Instructors are being sent out
frequently to teach people how to install and maintain water and
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sewer |ines. The | aborers and operators work together on these
proj ects.

REPRESENTATI VE ROKEBERG remarked that he believes such uses of
the fund are good and he didn't object to those. However, he
reiterated his objection to the funds being used to subsidize
the apprenticeship prograns. Representati ve Rokeberg said he
thinks it's a good goal, particularly for outreach progranms, to
obtain mnorities and nenbers from outlying areas. However ,
using STEP funds for travel offsets tax dollars that should
bel ong to an organi zation [such as the AFL-CI (.

MR. ETHERI DGE noted that a lot [of the funds] aren't used for
the apprenticeship program He informed the committee that
during a recent training session in Mtlakatla, a |arge group of
| ocal s were trained to perform hazardous waste cl eanup. Qut of
the dozen fol ks trained, [the union] received one nenber.

Nunmber 2163

REPRESENTATI VE CRAWORD added that over the |ast several years,
the ironworker's union has taken in 10-20 apprentices each year.
However, this year [the ironworker's union] has taken in over 50
apprentices and is actively looking for nore. Representati ve
Crawford knew that [the ironworker's union] has applied for sone
of these [STEP] funds in order to have folks cone into the
school in Anchorage. He clarified that none of the [STEP] funds
have ever been used for the ironworker's apprenticeship program
al t hough the funds have been used to get people [to a |ocation]
where they can be trained.

M5. DAVIDSON, in response to whether the Legislative Audit
Di vision has any outstanding concerns, pointed to the follow ng
two itens. Ms. Davidson clarified that the Legislative Audit
Division wasn't |ooking for outreach to a particular segnent of
t he Al askan wor kforce. However, the STEP program can be used to
fund training for unenployed, under enployed, and people whose
job may be ending due to economc conditions. The STEP program
could use an outreach program for the under enployed or the

soon-to-be unenpl oyed. In fiscal year 2001 over $800,000 was
allowed to |lapse and at the end of fiscal year 2001 there was an
unexpended bal ance of funds in the amount of $2.4 nmillion. The

concern surrounds STEP and diverting enployee portions of
unenpl oynent insurance taxes; the idea to keep people from
drawi ng unenpl oynent and to increase the wage base. |In general

the STEP program is neant to revenue expenditure neutral.
Therefore, the concern with regard to the |apsed noney is that
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if the noney isn't being spent, then the benefits aren't being
creat ed. Ms. Davidson explained that STEP works because the
enpl oyee's portion is a set percentage while the enployer's
percentage is a percentage plug whatever it talks to bal ance the

fund. To the extent that benefits aren't received from the
program there will be an increased benefit on the enployer's
portion.

TAPE 02-74, SIDE B

M5. DAVIDSON said that the division wanted to highlight that
spending the noney, performng the outreach, and creating the

benefits is a continuing goal of the program Ms. Davi dson
turned to the issue of displacing federal and possibly private
training funds. The division couldn't say that [the STEP
program was di spl aci ng because t here wasn' t enough
docunentation to denonstrate that these were supplenental funds
rather than suppl anting. She nentioned that perhaps the

aforenentioned is a matter of docunmentation, which the agency
could resol ve. Ms. Davidson pointed out that during the audit
the federal JTPA program changed to the Wrkforce |Investnent Act
(WA) program and nmany of the rules |oosened. For instance,
i ndustry-specific training is now allowed under the federa
pr ogram Therefore, the division [wanted to be sure] that the
vendors, the grantees, the municipalities, and balance of the
state analyzed the clients to nmake sure that the training
prograns couldn't be funded by the federal program before going
to the STEP program Al though the division didn't really see
t hat happeni ng, the expectation is that the information and data
collection and reporting being sought wll provide the
i nformati on necessary to nake the aforenenti oned assessnent.

REPRESENTATI VE ROKEBERG noted that there is an organization in
the state that endeavors to establish nonunion apprenticeship
prograns. He asked if the audit reviewed that.

MS. DAVIDSON said that the audit didn't focus on that, although
an anmendnent nade in the Senate Finance Standing Conmttee which
elimnated that concern. Therefore, regardless of whether a
training program is union or nonunion, the program would be on
the sane playing field when applying for a grant.

Number 2219
REPRESENTATI VE MEYER noved to report CSSB 252(RLS) out of

commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, it was so ordered.
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ADJ OQURNMVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
7:15 p.m
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