M NUTES
SENATE FI NANCE COW TTEE
May 02, 2002
9:11 AM

TAPES

SFC-02 # 85, Side A
SFC 02 # 85, Side B

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 9:11 AM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senator Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Lyda G een

Senator Gary W/ ken

Senat or Donal d 4 son

Senat or Lyman Hof f man

Senator Loren Leman

Also Attending: REBECCA NANCE GAMEZ, Deputy Conm ssi oner,
Department of Labor and Workforce Devel opnent; RONALD E. HULL,
Director, D vision of Enploynent Security, Departnent of Labor and
Wor kf or ce Devel opnment; PAT DAVI DSON, Legislative Auditor, D vision
of Legislative Audit; M CHAEL SH FFER, Program Coordi nator, Al aska
Wor kforce Investnment O fice, Departnment of Labor and Workforce
Devel opnent

Attendi ng via Tel econference: From Anchorage: LI NDA HULBERT, Al aska
Human Resource | nvestnent Council; EDEN LARSON, Associ ated Buil ders
and Contractors of Alaska; MARY E. SH ELDS, Anchorage/ Mat- Su
Wrkforce Investnent Board; MANO FREY, Alaska AFL-CIQ MKE
ANDREWS, Director, Al aska Wrk Partnerships | ncorporated

SUMVARY | NFORMVATI ON

SB 252- EMPLOYMENT AND TRAI NIl NG PROGRAM BQARD
The Conmittee heard testinony from the Departnment of Labor and

Wor kf or ce Devel opnment, the Division of Legislative Audit, and took
public testinony. Three anendnents were considered and two were
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adopted. The bill was held in Conmttee.
HB 451- MUNI Cl PAL BOND REI MBURSENMENT

Schedul ed but not heard.

#sb252

CS FOR SENATE BILL NO. 252(L&0)

"An Act renam ng the Al aska Human Resource | nvestnent Counci
as the Al aska Wrrkforce Investnent Board and relating to its
menbership; relating to repaynment on pronmi ssory notes for
work-related itenms paid for by grant prograns; extending the
termnation date of the state training and enpl oynent program
relating to enploynent and training activities; and providing
for an effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.

REBECCA NANCE GAMEZ, Deputy Comm ssioner, Departnent of Labor and
Wor kf orce Devel opnent informed the Coormttee that since 1989, the
State Training and Enploynent Program (STEP) has trained 13,000
Al askans, hel ped devel op new jobs through workforce devel opnent,
and assisted in reduci ng unenpl oynent insurance cl ains.

Ms. Gamez stated that communities all over Al aska have benefited
fromthe STEP program She inforned the Commttee that STEP awards
training grants on a conpetitive basis to various entities as well
as awarding training grants to individuals. She contended that STEP
is a highly successful programw th 85.9 percent of the individuals
who conpleted the program in the year 2000 obtaining work. She
added that training program participants mght also qualify for
i ncreased earnings due to their acquisition of new skills.

Ms. Ganez noted that the Departnment of Labor and Workforce
Devel opnent views this legislation as containing both inprovenents
to, and problens for, the STEP program She stated the Departnent
agrees with the |anguage addressing controlling admnistrative
costs of STEP as it would provide performance incentives; would
reduce conplex program calculations therefore increasing
efficiency, would provide for accountability of additional
reporting costs; and woul d establish a baseline for eval uations.

Ms. Ganez voiced however, that the Departnent would prefer an
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admnistrative cost cap of 20 percent of the prior year
expenditures instead of the proposed 15 percent. She el aborated
that a 20 percent cap woul d provi de adequate adm nistrative fundi ng
for sub-grantees, would allow the Departnent to provide incentives
for sub-grantees, and would be aligned with cost definitions in the
recently enacted Workforce Investnent Act therefore providing for
further efficiencies.

Ms. Ganez continued that the Departnment supports a four-year
reaut hori zation of STEP instead of the proposed two-year sunset
aut hori zation. She noted that the D vision of Legislative Audit
report [copy on file], dated March 6, 2002, al so recomends a four-
year reauthorization. She conveyed that the four-year tinefranme
woul d provide efficiency by enabling staff to devel op the program
rather than being required to defend the program She warned that a
two-year reauthorization would reduce program alignment with other
wor kf or ce devel opnent prograns in the State.

Ms. Ganmez stated the Departnment woul d prefer inproved participation
in the program She noted that training prograns that are |onger
than a year produce a higher return on earnings than shorter-term
pr ogr ans.

Ms. Ganmez asked the Conmittee to consider renoving the
rei nbursenent | anguage for support services fromthe bill because
it would not be cost effective for the Departnment to adm nister the
| oan program and would also erode the relationship between the
program s participants and their caseworkers. She suggested instead
that program participants seek funding support elsewhere. She
stated the Departnent currently expends between $35, 000 and $40, 000
annual ly in support services for tools, safety equi pnent and the
li ke, and estimtes are that devel oping a tracking and collection
system woul d be nore expensive.

Senator Ward referenced the letter dated May 2, 2002, from M chae
Sanson, President of Sanson El ectric and nenber of the Associ ated
Bui | ders and Contractors Legislative Affairs Conmttee [copy on
file] that accuses the STEP program of favoring the funding of
union training prograns over non-union training prograns even
t hough both entities pay an unenploynment tax to fund the program

AT EASE 9:18 AM/ 9:23 AM

Senator Ward continued that both union and nonunion noney is
contributed to fund the STEP program and that either entity could
apply for the STEP funding; however, he understood that unions
receive nore of the funding because they have nore aggressively
pursued it. He contended that M. Sanson’s letter is contrary to
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this assunption as it inplies that non-union people are being
deni ed access to the fund.

RONALD E. HULL, Director, Division of Enploynment Security,
Department of Labor and W rkforce Developnent inforned the
Conmittee that STEP is funded froma snall percentage of the total
unenpl oynent tax collected from people enployed in the State. He
stressed that STEP grant funding is not determ ned by union or non-
uni on status.

Senator Ward restated that both union and non-union enployees
contribute to the STEP plan through their enployer.

M. Hull explained that an enployer collects the tax from the
enpl oyee and remts the tax to the State.

M. Hull infornmed the Commttee that funding m ght be denied to
non-uni on prograns in the event of a conflict with the non-conpete
clause as defined in State statute. He furthered that unions m ght
al so be better organized in witing and applying for STEP grant
fundi ng; however, he stressed that STEP grants are allotted to both
uni on and non-union entities.

Senator Ward asked if the information in M. Sanson’'s letter is
i ncorrect.

M. Hull explained that grant applications are received in response
to the Departnent’s request for proposals (RFP) announcing that
grant noney is avail able. He shared that applicant grant requests
m ght range between $300,000 and $5 nillion; however, there m ght
be only $3 mllion available in the program He stated the
Depart ment undertakes a process to deternm ne “which projects are
the best.” He believed that the grant referred to in M. Sanson’s
|l etter was denied due to the non-conpete clause in State statute.

Senator Ward asked if sone projects are deni ed because fundi ng has
been allocated to other grants.

M. Hull affirmed this occurs as the STEP program has a limted
anount of noney available for grants. He detailed sone of the
nonetary anounts requested by various grant applicants.

Senator Ward asked if there is a flaw in the way the STEP grants
are distribut ed.

M. Hull stressed there is “no probleni with the program award

process and that the “the STEP program has never been used to
i npede or pronote organi zed | abor.” He continued that in sone rural
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areas of the State where union training prograns are offered, non-
uni on individuals often attend without any obligation to join the
uni on.

Senator Wl ken remarked that the Exhibit 10 Chart on page 27 of the
audit report illustrates “the problem” He stated Exhibit 10
portrays that STEP expenditures for private non-union training
decreased $200,000 while the expenditures for wunion training
“increased dranmatically” between the years 1997 and 2001. He stated
this informati on supports M. Sanson’s contention that the increase
i n expenditures for union backed progranms referred to as “jointly
adm ni stered apprenticeship prograns i s squeezing out the private
training group.” Senator WIken stressed this situation needs to be
addressed before further action is taken on this bill

Ms. Ganez referred the Conmittee to a Departnent of Labor and
Wor kf orce Devel opnent letter included in the audit report, dated
April 24, 2002 [copy on file] addressed to Senator Ben Stevens,
Chair of the Labor and Commerce Comm ttee, which explains how STEP
grant awards are determ ned. She read a portion of the letter as
fol | ows.

The distribution of STEP awards across vendor categories is
consistent with the type of workforce readiness training
identified by the Al aska Hunan Resource |nvestnent Counci
(AHRI C) . STEP provides industry-specific and job-link
classroomtraining, often |less than one year in duration and
offered by a wide variety of training vendors. The nore
narromy defined vendor categories sinply have fewer
represented, and as such, have fewer awards relative to the
fundi ng. The difference between the categories does not change
dramatically until FYO1l when the Minicipality of Anchorage
renewed previous awards to Union vendors. The Bal ance of State
(all of Alaska except for the Municipality of Anchorage and
the WMat-Su Borough) released an RFP that was aggressively
responded to by Union training providers. Over FY97 to FYO1,
113 grants were awarded. O those, 52 were awarded to uni on or
| abor related organi zations. Successful proposals addressed
mar ket conditions, provided training through either a job-
| i nked cl assroom or industry-specific training, and submtted
a budget that nmet the limted available admnistrative
resour ces.

Ms. Ganmez infornmed the Commttee that the Departnent’s letter also
i ncludes a chart | abeled Exhibit A that presents a summary of the
STEP training grants awarded between 1997 through 2000. She stated
t hat non-union grants total ed $3, 323,025 and union grants total ed
$1, 207,675 for total awards of $4, 530, 700.
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Senator W/ ken asked why the Departnent’s Exhibit A summary differs
fromthe union and non-union award summary reflected in Exhibit 10
of the audit.

PAT DAVI DSON, Legislative Auditor, Division of Legislative Audit,
informed the Committee that the Departnent of Labor and Wbrkforce
Devel opnent figures did not incorporate the Mnicipality of
Anchor age vendor grantees.

Ms. Davidson continued that further discrepancy is the result of a
categorization difference, and exanpled that the D vision of Audit
has identified The Center for Enploynent Education vender as a
uni on because it is affiliated with the Teansters Union although,
t he Departnent does not recognize it as such.

Senator W/ ken opined that the Audit’s Exhibit 10 is nore inclusive
than the Departnent’s Exhibit A

Ms. Davidson concurred, and noted that Appendix C on page 57 of the
audit report identifies the various training vendors and whet her
the Division categorized themas private, public, or union.

AT EASE 9:37 AM 9:40 AM

M CHAEL SHI FFER, Program Coordi nator, Al aska Wrkforce |nvestnent
O fice, Departnment of Labor and Workforce Devel opnent stated his
office adm nisters the State Trai ning and Enpl oynent program and
confirmed that the Departnment recogni zes the Center for Enploynent
Education as a non-profit entity even though it was established by
the Teansters Union. He explained that the Center operates as a
non-profit independent entity; whereas, the training prograns
identified by the Departnent as union are directly operated by the
| abor organi zati ons.

Co- Chai r Kel l'y voi ced support for t he uni on/ non-uni on
determ nations as specified in the audit.

M. Shiffer voiced disagreenent with the auditor’s classification
of the Center as operated by a union.

Co-Chair Kelly opined that nost people would recogni ze the Center
as a Teanster organi zation.

Ms. Ganez expressed that the auditors report took nonths to

conpil e; however, the Departnment had a relatively short tine to
reviewit.

SFC- 02 (6) 05/ 02/ 02



Co-Chair Kelly announced his support for wusing the findings
presented in the audit, but acknow edged the Departnent’s efforts
and conpetency in addressing issues the audit raised.

Senator W1 ken voiced his concern that non-uni on workers are being
“squeezed out” of training programopportunities. He referenced the
Associ ated Builders and Contractors’ (ABC) position paper titled
“Equal Access to Training in Alaska” [copy on file] that is
included with M. Sanson’s letter. The paper, he stated, contends
that the ABC has applied for nodest funding for prograns for the
past three years, but “lost points” during the review process of
the requests because one of the criteria for the point systemis
that the program should have the support of organized |abor. He
stressed that because the ABC would not receive support from
organi zed | abor for its prograns, the criteria is biased. Senator
Wl ken informed the Cormittee that M. Sanson’s letter suggests
that to address this concern, “the non-conpete clause” in AS
23.15.652(a)(2) should be elimnated to avoid placing, “a non-union
programin second position just because they do not have support of
organi zed | abor.”

M. Hull responded that this discussion “is getting bogged down in
the details.” He stated that whether the audit nunbers or the
Department’ s nunbers are used, the fact is that | ess than half of
the funding was allotted to organi zed | abor. He stated that funding
for training prograns is also available from “a variety of
different avenues” including such entities as the Denal
Conmi ssi on, and he asserted that the problemis not as significant
“as people are led to believe.” He noted that the Departnent’s
staff provides grant-witing assistance to non-union entities.

Senator Wlken reiterated that it appears the bill "automatically
puts a request for a non-union training program in a second
posi tion” because the | anguage in Section 16, subsection (2) states
atraining entity is eligible for the grant request if it “does not
replace or conpete in any way wth a jointly admnistered
apprenticeship program?’”

M. Hull responded, “that is correct, it does.”

Senator W/ ken opined, “at the very start, a non-union effort takes
second position to a union effort.” He asked whether a non-union
program request would receive points in the review process if a
uni on organi zation voi ced support of the program

M. Hull responded, “it’'s in statute, so it wuldn't be
consi dered.”
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Senator W/ ken asked how the deletion of this |anguage from the
bill, as suggested by the ABCin M. Sanson’s letter, would affect
t he program

M. Hull replied that as long as the grants for the training
prograns are awarded conpetitively, the deletion of the |anguage in
Section 16(2) would not have any effect. He stated that union
prograns “are generally nationally certified training prograns”
whi ch makes the review of the program easier on the Departnent.

Co-Chair Kelly asked whether the review process awards points to a
request containing a nationally certified program

M. Hull responded that the State does not require prograns to be
nationally certified; however, this issue is a consideration under
the federal Wrkforce Investnent Act (WA).

Co-Chair Kelly inquired again whether national accreditation is a
factor in the scoring process for a training programrequest.

Ms. Ganez inforned the Commttee that the WA replaced the Job
Training Partnership Act, and noted that this bill’s Section 42
i ncorporates the provisions of the Act into the bill under U S. C
2801 — 2945.

M. Shiffer inforned the Commttee that WA conpels State agencies
provi ding job-training services through the WA funding source to
identify qualified and approved training providers. He stated that
one of the elenents of this is the encouragenent of nationally
recogni zed skills standards.

Co-Chair Kelly concluded that, as a result of WA stipulations, the
Departnent could award points in its review of a grant request for
prograns that are nationally accredited.

Co-Chair Kelly stated being nationally accredited would give union
grant requests a “leg up;” however, he noted WA provisions have no
i npact on the how the Departnent adm nisters the review process
concerning Section 16(2) that Senator WIken has identified
regardi ng the non-conpete | anguage.

M. Shiffer stated this is correct.

Senator W/ ken contented that the deciding factor in awarding a
training grant should be the quality of the program the facility,
the progranmis history, and the nethodology. He stressed that
whether the program is wunion or non-union should not be a
consi derati on.
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Senat or W1 ken supported renoval of the | anguage in Section 16(2)
fromthe bill if it would result in “taking the union/non-union
i ssue out of the equation.”

Co-Chair Kelly concurred.

Ms. Davi dson suggested the Committee renove the | anguage in Section
16(2) pertaining to jointly adm nistered prograns and retain the
| anguage referring to federal governnent training prograns or other
existing training progranms, as STEP should ideally be a funding
source of “a training of |ast resort.”

AT EASE 9:52 AM 10: 01 AM

Amendnment  #3: This anendnent deletes “jointly adm nistered
apprenticeship prograni in Section 16, subsection (2). The anmended
| anguage reads as foll ows.

(2) its activities do not replace or conpete in any way with a
federal ly approved or any other existing training prograns.

Senat or W1 ken noved for adoption of Anmendnent #3.
Co- Chai r Donl ey obj ect ed.

Senator Wl ken offered a notion to anmend Anendnent #3. He requested
the words “apprenticeship prograni be retained in Section 16,
subsection (2). The | anguage woul d therefore read as foll ows.

(2) its activities do not replace or conpete in any way with a
federally approved apprenticeship program or any other
exi sting training prograns.

Senator W1l ken explained that deletion of the words “jointly
adm ni stered” would renmove the preference for union prograns in the
bill, and “would not affect how the STEP nonies are distributed to
training prograns in Al aska.”

Co-Chair Donley objected to the anendnment to the anendnent. He
voi ced approval of “the idea of managenent and |abor working
together in these kind of training prograns.”

Aroll call was taken on the notion to anend t he anmendnent.

IN FAVOR. Senator G een, Senator Lenan, Senator Ward, Senator
W ken, Co-Chair Kelly
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OPPCSED: Senat or Hof f man, Senator O son, Co-Chair Donl ey

ABSENT: Senat or Aust er man

The notion to anend the amendnent PASSED (5-3-1)

The anendment was AMENDED.

Aroll call was taken on the notion to adopt the amended anendnent.

IN FAVOR: Senator Leman, Senator Ward, Senator W /I ken, Senator
G een, Co-Chair Kelly

OPPCSED: Senat or Hof f man, Senator O son, Co-Chair Donl ey
ABSENT: Senat or Austerman

The notion PASSED (5-3-1)

Anmendnent #3 was ADOPTED as anended.

Amendrent #1: This anmendnment changes the |imt on admnistrative
expenses from 15 percent of the program expenses of the prior year
to 20 percent of the program expenses of the prior year.

Senat or Hof f man noved for adoption of Anendnent #1 and requested
the Departnent to conment on the anmendnent.

Co-Chair Kelly objected for discussion.

M. Hull inforned the Commttee that the Departnment supports the
anendnent, as it would afford the Departnment an opportunity to
stabilize costs, account for additional expenses incurred by
reporting requirenents in the bill, and fund sone prograns which
could not provide their services at the 15 percent cap on
adm nistrative |evel.

Ms. Davidson stated the audit revealed that the Departnent was
interpreting and adm nistering the 15 percent cap on admnistrative
expenses as 15 percent of the overall grant instead of 15 percent
of the program s expenses. She inforned the Commttee the audit
further revealed that some awarded grants were not being fully
expended; therefore, the grantees were collecting nore than the 15
percent of the expenditures.

Ms. Davi dson expressed that the focus of the audit was “to tie”

this percentage to actual expenses not the total anount of the
grant.”
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Senator WIken asked M. Davidson to further explain the
information on page 23 of the audit report, under the section
titled “Cost of Adm nistering STEP,” that indicates admnistrative
costs of the programfrom FY97 through FYO1l range from 21 percent
to 24 percent. He stated these nunbers indicate that the program
has been out of conpliance with the current 15 percent limt of the
| aw pertaining to program adm ni strative costs.

Ms. Davidson responded that there has been a difference in the
“nature of applying the percentage, as there was a difference of
opi nion between the Departnent and the Division of Legislative
Audit in the understanding of whether the limt was on the anpbunt
appropriated or actually spent.” She explained that the audit
reflects the Division of Legislative Audit’s interpretation of the
statute.

Ms. Davidson clarified that this bill clearly defines the intent of
the percentage as 15 percent of prior year expenditures. She
continued that changing the percentage to 20 of expenditures woul d
all ow the Departnent to operate at approximately the sane | evel at
whi ch they have been operating.

Ms. Ganez contended there is “a conflict in State statute”
regarding the interpretation of adm nistrative costs. She expl ai ned
that the chart on page 156 of the audit report reflects the
di screpancies that result fromthis conflict as it depicts both the
percentages of admnistrative costs based on the Departnent’s
interpretation of the intent of the statute as well as the D vision
of Legislative Audit’s interpretation. She explained that the audit
vi ewed data gathering as an admnistrative cost of the STEP program
whereas the Departnent views data gathering as a program expense
not an adm nistrative expense because it is a federal requirenent
for the unenploynent insurance trust fund from which the STEP
programis funded.

Senator Leman asked the |level of expenses incurred by data
gat heri ng.

Ms. Ganez stated the chart on page 156 of the audit report
i ndi cates the Departnent’s admi nistrative expenses as being in the
13 to 14 percent range for FY99 through FYOl1l. She furthered that
the inclusion of the costs for data gathering would increase the
nunbers to approximately 20 percent. She reiterated the
Departnment’s position that data gathering is a program expense
because the STEP program would not be possible w thout the data
gat heri ng.

Senator Geen inquired if the required data is used exclusively for
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this program

Ms. Ganez affirnmed that the conpilation of data, specifically
unenpl oynent records, is necessary as it is used to measure program
performance and to determ ne the percentage of the unenpl oynent
program funding to be diverted into the STEP program

Senat or O son asked if increasing the anmount of the STEP program
funding allowed for admnistrative functions as proposed in
Amendnment  #1 would subsequently reduce the amount of funding
avai l abl e for training prograns.

Co- Chair Donl ey responded that current adm nistrative costs already
exceed the percentage specified in Anendnent #1.

Ms. Ganez stated that the Departnment supports the |anguage in
Amendnent #1 which would increase the admnistrative program
al  onances fromthe current 15 percent to “not to exceed 20 percent
of the prior program year expenditures.” She continued that this
new |evel would be still be |ower than needed to support the
program if the Departnment’s interpretation of the statute were
continued; however, the Departnment supports Amendnent #1 as it
would provide an opportunity to reach a consensus on the
interpretation of the |anguage.

SFC 02 # 85, Side B 10:15 AM

Ms. Ganez informed the Conmittee that some of the costs of
adm ni stering the programwoul d be “passed on” to providers of the
training services to offset “any significant decrease in funds.”

Ms. Davidson clarified that the auditors view the STEP program
reporting requirenment to be an admni strative expense despite being
considered “critical” to the program as those expenses are not
funding or actual training and “are not considered non-essenti al

costs.” She furthered that the D vision supports the | anguage that
bases the percent of admnistrative costs on the prior year’s tota

STEP program funding, rather than a percentage based on the
program s actual expenses, as it is difficult to determ ne actual

costs of a programuntil the end of the year.

Ms. Ganez referred the Commttee to the Departnent’s witten
response on the issue of admnistrative costs on page 156 of the
audit report. She stressed that the Departnent supports its
position on the interpretation of the |law as being in conpliance
with the | aw.
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Senator Leman asked for clarification as to the Departnent’s
reference in the aforenentioned response regarding “FY 99 statute
and FY 99 |aw.”

Ms. Ganez responded that SB 344, enacted in 1999, included a
provision allowng sonme flexibility in the definition of
adm ni strative costs.

Senator W1 ken voi ced that the anendnent woul d increase the all owed
adm ni strative costs to 20 percent; which would provide sufficient
funding to cover the expense of collecting data required by federal
| aw.

M. Hull responded that the Departnment has determ ned that
i ncreasing the allowable adm nistrative costs of the STEP program
to 20 percent as outlined in Anmendnent #1 woul d actual |y decrease
the anount the Departnent would receive to cover admnistrative
costs, as that percentage woul d be cal cul ated based on a different
set of criteria than the Departnent has been using. He infornmed the
Commttee that the Departnent has never counted the cost of
adm nistering the collection of the tax supporting the STEP program
as an adm nistrative cost, but rather has considered it a program
expense.

Co-Chair Kelly WTHDREW hi s objection to Arendnent #1.
There being no further objection, Anendnent # 1 was ADOPTED.

Anmendnent #2: This anendnent would extend the sunset date of the
STEP programfromtwo years to four years.

Senat or Hof f man noved for the adoption of Amendnent #2.

Ms. Davidson explained that the proposed four-year sunset date
woul d all ow the STEP program the tinmeframe necessary for program
reeval uation. She additionally noted that this tinmeframe would
allow the STEP program to nonitor proposed changes in federa

training prograns and the Al aska Vocational Technical Center (AVTC
and to evaluate its role in those prograns.

Senat or Leman commented that the Senate Labor & Commerce Committee
supports a two-year sunset date primarily to ensure program
accountability.

Senat or Leman voi ced objection to Arendnent #2.

Senat or Hof fman W THDREW hi s notion to adopt Amendnment #2 without
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obj ecti on.

Senator Wl ken asked if there is an established “scoring” procedure
for STEP grant proposals, and if there is, are the findings nade
avai |l abl e.

M. Hull replied that there is an established procedure.

Senator W1 ken asked the ampbunt of funding the Denali Comm ssion
has nmade avail able for training through the STEP program

M. Shiffer commented that the State has received $2.8 nillion from
the Denali Comm ssion training fund. He noted that the funding is
commonly used to support Denali Conm ssion projects as well as
activities or projects related to rural devel opnent, primarily
i nfrastructure devel opnent.

Senat or W1l ken asked if these training prograns are eval uated for
their effectiveness.

M. Shiffer replied that quarterly and annual reports are supplied
to the Denali Commssion that include the nunber of people
attending the training prograns and any job placenents resulting
fromthe training.

Senat or W1 ken requested the Departnent to provide the Conmttee
W th copies of those reports.

Senator W/ ken asked whet her the seven recommendati ons outlined on
page 29 of the Audit Report are addressed in this bill

Ms. Davidson responded that all of the recomrendations are being
addressed either at the Departnental |evel or the Legislative
|l evel, with the exception of the reconmendation relating to the
unexpended STEP fund bal ance. She stated this concern arises from
the fact that workers have had nonies w thheld fromtheir wages for
contribution to the STEP fund; however, if those nonies have not
been expended then no training benefits have been provided. She
informed the Committee that the Legislative Audit D vision
recommendation is that the unexpended STEP fund bal ance be returned
to the Unenpl oynent |nsurance (U) fund.

LI NDA HULBERT, Vol unteer, Al aska Human Resource | nvestnent Counci

(AHRIC) testified via teleconference from Anchorage to urge the
Comm ttee to support changing the nane of the AHRIC to the Al aska
Workforce Board to nore clearly define the role of the board. She
supported the increase to 20 percent for adm nistrative expenses,
and strongly urged the Conmttee to grant pernmanent status for the
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STEP program with a mninum of a four-year extension as two-year
extensions undermne the progranis efficiencies as well as
opportunities and service to individuals. She additionally voiced a
| ack of support for having enployees reinburse the State for the
costs of their participation in training prograns, as this would be
conpl ex and not be cost effective. She urged support for all STEP
funding to be allocated initially to the Enploynent Security
Di vision instead of being dispersed directly to various Wrkforce
I nvest nent Boards, as this would allow for better accountability
and statew de di sbursenent.

EDEN LARSON, Executive Director, Associ ated Builders and
Contractors of Alaska, Inc. (ABC) testified via teleconference from
Anchorage and thanked the Commttee for adopting Arendnent #3 as it
addresses ABC s concerns. She stated that ABC woul d continue their
effort to expand and inprove training in the construction industry
to the non-union sector.

MARY SHI ELDS, Chair, Anchorage/ Mat-Su Wrkforce |Investnent Board
(WB), testified via tel econference from Anchorage and urged the
Committee to renove the sunset clause included in this bill, as the
STEP program which is entirely user supported, provides a needed
service to people in the construction industry by offering training
that enables individuals to obtain sustainable wages. She stated
the WB would accept a m ninum four-year extension, as it would
make the program nore efficient by allowing for nore long-term
pl anning and inplenentation of prograns, instead of routinely
“having to defend itself”. She questioned the reasoning behind the
| anguage in the bill regarding the |oan program and asked that
further consideration be given to this. She thanked the Conmttee
for changing the adm nistrative cap to 20 percent.

MANO FREY, Business Manager, Anchorage Laborers Union Local 341;
President, Alaska AFL-CIGQ and Denali Commr ssioner testified via
tel econference from Anchorage to voice “strong support for the
reaut hori zation of STEP as it has been invaluable.” He asserted
that the STEP program funding has “greatly accelerated” training
opportunities in both union and non-uni on nenbers and has provided
for the expansion of effective training opportunities in rura
areas of the State.

M. Frey opined that the Senate Labor and Commerce Committee’s
reconmmendation to extend the STEP program for two years was based
on “msinformation.” He summarized that STEP “is the nunber one
training programin A aska” and has assisted in the devel opnent of
an “amazi ng” nunber of new j obs.

M. Frey explained his perspective of the term “jointly
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adm nistered” to the Commttee and questioned whether the
elimnation of that |anguage has any affect. He stated that STEP
grants enhance budgets, provide for addi ti onal training
opportunities to Al askans, and assist workers in finding jobs. He
reiterated that the workers *“in the field”, not nanagenent or
uni ons, provide the bulk of the funding of the STEP program and
stated that the construction industry in Alaska “is in growh
node,” wunlike the fishing and tinber industries that are in
decl i ne.

M KE ANDREWS, Director, Alaska Wrk Partnerships |ncorporated,
testified via teleconference from Anchorage to voice his support
for changing the Al aska Wrkforce Investnment Council’s nane to the
Al aska Workforce Board. He rem nded the Cormittee that the Senate
Labor and Comrerce Committee recommends a report be devel oped to
anal yze how jointly adm nistered training prograns work. He voiced
support for the four-year reauthorization for STEP, and affirned
that STEP is a “great investnent” for the State of Al aska.

Co-Chair Kelly ordered the bill HELD in Conmittee.
#

ADJ QURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 10:57 AM
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