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ACTI ON NARRATI VE

TAPE 02-22, SIDE A
Nunber 001
#SB320
SB 320- MOTOR VEHI CLE | NSURANCE & REPAI RS

CHAl RVAN BEN STEVENS cal | ed the Senate Labor & Commerce Committee
neeting to order at 1:35 pm and announced SB 320 to be up for
consi derati on.
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CHAI RMAN TORGERSON noved to adopt the proposed conmttee
substitute, LS1462\B. There were no objections and it was so
or der ed.

MR, KURT OLSON, Staff to Senator Torgerson, explained that the CS
differs significantly from the previous version of this bill
whi ch was one paragraph long and prohibited the use of credit
scoring for personal insurance. The CS allows it under certain
circunstances. Section 1 deals primarily with the restriction on
the use of credit history and credit scoring and outlines the
duties and the responsibilities of the insurers who are going to
be using it. Section 2 deals with filings the insurance conpanies
have to nake to the D vision of Insurance. Probably the nost
important part of the section is the fact that it would require
the i nsurance conpanies to give the scoring nodel to the Division
of Insurance. This is what actually nekes the credit rating
program work and up until this time, they haven't had access to
the nodel. This will allow the Division to determ ne whether or
not there's anything that mght have an adverse inpact on the
consuners in Alaska that are buying insurance. Section 3 is a
sunset provision and takes effect July 2006. The final section is
the effective date, January 1, 2003.

MR. DAVID MCCARTER, consunmer from Fairbanks, said he was
testifying due to credit scoring and because there is no
recourse. He said that he thought his insurance rates would go
down when he hadn't had any tickets or accidents. But wth
Atlanta Casualty, his rate on a 2001 Buick Regal - for him and
his wife - for a 2001 Ford F250 pickup was $2,400 for
conprehensive, collision and liability. Now it's going to go up
to $4,400 because of his credit score, which according to his
nortgage conpany is 620, 650 and 680, with a conbined score of
about 640. This is bad econom cs, because it's going to nmake him

not want to buy any nore vehicles. Furthernore the new bill says
that the guy just needs to get oral perm ssion, so he could lie.
There's no proof. "This bill has no teeth whatsoever..!

MR. MCCARTER said they are not protecting the consunmer and that
credit fraud is a nunber one crine in the U S. right now.

SENATOR DAVI S said he was acting |ike they were already passing
this bill out of commttee and all they are doing is having a
hearing to debate the issue.

MR. DAVID VALDEZ, Fairbanks resident, said this bill would have
an adverse inpact on the working poor, mnorities and people from
the villages who can't establish credit. He said they should
change Article 1 to an Act that allows rate discrimnation based
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on credit ratings or credit scoring.

CHAI RMAN STEVENS encouraged the public to stay on line to hear
what transpires in commttee before they nake a judgnent on the
final product.

MR STEVE CONN, Executive Director, Alaska Public Interest
Research G oup, agreed with the previous testifier. He was
shocked to see the committee substitute.

It is absolutely worthless in ternms of the original
notivation of Senator Cowdery and it's in fact anti
consuner. Al of the so-called rights in this bill are
al ready guaranteed by federal law. The way this bill
sinply deals with the subject is that it mxes credit
scoring and credit history and, of course, they're not
the sane. Section 1 still gives the insurance conpany,
upon the refusal of the consuner, the right to allow it
to use credit scoring, but the absolute right to reject
that consuner as a customner. This the problem we
confronted with the original bill and the reason for
the ban was several-fold. The credit histories are
known throughout the country, which are the materi al
used by these nysterious credit scores to be in error,
in bad error and if you correct them they |eave the
errors in place. This does nothing for people Iike
Senat or Cowdery's daughter who had a uni que and seri ous
event that effected her credit history or victins of
identity theft or emergency situations. This does
nothing. This bill effectively says that the insurance
conpani es can do what they want...

MR. MARK NI EHAUS, Progressive |Insurance, said he would not repeat
his previous testinony. He thought the CS was far superior to the
original bill and that about two-thirds of their policy holders
in Alaska, about 15,000, are getting significantly |ower rates
due to the use of credit as part of the rating fornula they are
using today. If that ability were to go away, those people would
get big rate increases and they are trying to prevent that from
happeni ng.

Section 1, paragraph (b) requires an adverse notice action to be
sent, which is fine, but the second sentence says the notice nust
state the significant factors of credit history that resulted in
the adverse action and provide information on how credit scores
can be inproved. M. N ehaus said his conpany already does that
on request, but that the cost of the reports is significant and
nost don't want it. Their adverse action notice says that it is
free of charge and provides an 800 nunber to call to get it.
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MR. NI EHAUS suggested nodifying the second sentence to sonet hing
like the notice nust state "that consuners may obtain upon
request a free report containing the significant factors of the
credit history" as opposed to nandating that it be give to every
consurrer.

H s second recommendation concerned page 4, section 2, (c)(1),
t he absence of credit. His concern was an increase in no-hits, if
they were automatically giving them a better rate. As insurers,
they have no way of determ ning accuracy or conpleteness of the
i nformati on.

MR. N EHAUS said, "The requirenent that they can't use the
absence of credit history to calculate a rate doesn't nmake any
sense in a world where we're using credit as part of the rate.”

He could not inplenent that if he wanted to and he thought the
commttee m ght be saying that they want no-hits to be treated as
havi ng average credit or - he just wasn't sure. He said that no-
hits are a very small percentage, less than 5% of their
busi ness. They have significant data showng that they have
dramatically higher |oss costs. He suggested using an approach
that was used in Washington to sinply require that the filing
justify actuarially the handling of the charges associated wth
credit no-hits. He also suggested using the effective date of
January 1, 2003 to give themtine for inplenentation.

SENATOR DAVI S asked if they serve Washington and what do they do
t here.

MR. NI EHAUS replied that they serve Washington and are currently
using credit. The bill he nentioned has passed, but it hadn't
taken effect yet. It allows insurers to continue to use credit;
it just has to be filed with the Departnment of I|nsurance and
approved and justified actuarially. There are sone other
limtations on information within the credit reports that can be
used.

SENATOR DAVI S asked if they are doing business in any state where
they are not allowed to use credit.

MR. NIEHAUS replied yes - in Hawaii and California.

SENATOR DAVIS asked if they are still doing business in those
st ates.

MR. NIEHAUS replied yes and that it's not a statutory prohibition
in California, but it's a regulatory requirenent.
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However, there are a lot of people that are paying
rates that are a lot higher than they would have
otherwi se been if they would have been able to use
credit.ln the state of Al aska we have been using credit
for a nunber of years now and to take it away..lt's one
thing if you' ve never had it, but to take it away now,
the only way we could acconplish that - the result
woul d be about two-thirds of the people who get a rate
i ncrease. There's no way around that.

SENATOR DAVI S asked if they had ever had to renobve credit as a
factor in rates.

MR. NI EHAUS replied no.

SENATOR LEMAN said that section 2 adds a new section on how to
rate and it says an insurer may not use a nethodol ogy that
i ncor porates gender, race, nationality or religion. He understood
that for autonobile coverage it's commbn to use gender

MR. NI EHAUS replied that he would be happy to have that del eted.
"They don't want wus to treat the credit of a wonman any
differently from that of a nman. A credit score is a credit
score.\WW al ready use gender ratings anyway.."

CHAI RMAN STEVENS said the |anguage canme from Washington State
that prohibits certain types of credit history from being used.

MR. KURT COLSON said the intent was to specifically outline that
credit scoring couldn't be factored in with race and gender.

CHAl RMAN STEVENS said that the nmajority of the issues that are
brought up now are related to the use of the credit history, not
to the use of how the credit scoring is used in the rate making.
"This was an attenpt to say if you're going to use the credit
hi story, you've got to treat all credit histories exactly the
sane. "

MR. OLSON i ndicated that was right.

CHAI RVAN STEVENS asked how many years they were using credit
scoring in Alaska.

2: 05 pm
MR. NI EHAUS replied approximtely four years.

CHAI RVAN STEVENS asked if they had approval from the Division of
| nvest nent s.
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MR. NI EHAUS replied yes.

CHAI RVAN STEVENS asked if any other state had used credit scoring
and then renoved the ability to use it.

MR. NI EHAUS replied none that he was aware of.

CHAI RVAN STEVENS asked him to explain how two-thirds of Al askan
custonmers' rates would be affected.

MR N EHAUS replied that alnost all rates would be affected.
About two-thirds of their custonmers would see higher rates,
hypot hetically, if they were required to conpletely renove credit
fromthe underwiting process.

CHAI RVAN STEVENS asked, "Wy woul d everybody's rates go up if you
elimnated this?"

MR. NI EHAUS replied, "It's a zero sum gane. The total anpunt of
prem um we woul d coll ect woul d be unchanged. ™"

He said that about 30% of folks would get rate decreases and
about two-thirds would get rate increases. "The sum of all those
changes woul d be zero."

MR. JOHN FURUNESS, AARP Capitol Cty Task Force, said he is also
the legislative representative for the | ocal chapter of National
Associ ation of Retired Federal Enployees (NARFE). He hadn't had a
chance to study the revised bill, but they just don't think that
credit ratings should be used to determ ne auto insurance rates.

M5. SARAH MCNAI R GROVE, Division of |nsurance, said:

W  support the legislature's efforts to place
paraneters on the wuse of credit information in
insurance rating and underwiting. Now that the
di scussion has turned froma prohibition of the use of
credit information to identifying what the appropriate
paraneters should be, we would like to offer just a
coupl e of conmments on the commttee substitute.

Some of the issues that the Division hears from
consuners relate to credit problens that seem to be
beyond the control of the consuner. As they have
identified, it really is the use of credit history that

seens to be an issue - not conplaints about how it's
actually used in the rate-nmaking process, but should it
be used at all. For exanple, sone of the issues we hear

about are nedical bills that are caused by a serious
injury or sickness that can result in poor credit
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through no fault of the consuner, thenselves. Sonme of
the other issues we hear about are denying coverage
because of the nunber of hits on your credit report.
Part of the insurance industry and the increased use of
credit information has created the nunber of hits on
the reports, so it seens |like there needs to be sone
way to alleviate that effect when it is being used.
I ncludi ng sone of these kinds of prohibitions on the
pieces of information that can be used on a credit
report, | think, would go a | ong way towards addressing
some of the consuner issues we have heard about.

| just have one other suggestion on the bill, itself,
and that is that the definition of 'adverse action,’
while it's fine, is defined by the federal Fair Credit
Reporting Act and it mght be good to put specifically
what we nean in Alaska law rather than relying on
federal |egislation.

SENATOR AUSTERMAN asked if she heard the Progressive |nsurance
position saying if credit rating is elimnated altogether, that
the rates would change and, if she would have any say on how
t hose rate changes woul d take pl ace.

M5. GROVE replied:

Every rate filing or every change in rates nust be
filed with the Division of Insurance and we | ook at
themand review themto be sure they conply with Al aska
law. So a change could not be nade wthout our
approval .

SENATOR AUSTERVMAN asked if she anticipated approving the rate
change they are suggesting taking place if there is no credit
rating.

M5. GROVE replied that she would have to | ook at the reasons and
support for that and couldn't say yes or no at this point.

MR. M CHAEL HARROLD, Northwest Manager, National Association of
| ndependent | nsurers, said:

| think this is a workable and good conpromse bill,
but certainly contains aspects that | would prefer not
be in law. W truly believe that the way our conpanies
have used credit is to help better price their product
and that they use it to wite nore business, not |ess.
They have been giving discounts to consumers who are
less of a risk than other consuners. So | certainly
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woul d not support sonme of the restrictions that are in
the bill, but I would sinply point out again that it's
a conpromse that | think we could live with and that
it does sinply nore than require sonme type of notice or
disclosure to be given. The fact that it says an
i nsurer cannot deny personal insurance in whole or in
part on the absence of credit history. It does take
into account the no-hits that M. N ehaus was speaking
about. It takes them into account both in regard to
underwriting as well as comng up with a rate.

MR. HARRCOLD said he disagreed with their treatnment of no-hits,
because they have been actuarially proven to be the nost
expensive to insure. He passed the commttee a chart to
illustrate that fact. He added that it included "thin files"
which is a file with little credit. People who have the worst
credit scores have | osses that are well over the anobunt of a one
to one ratio. It's even nore so for the no-hits or thin files.
That's why insurers use that as a tool

CHAI RVAN STEVENS asked if there were percentages that he had from
hi s pool of insurers and what percentage had good credit and what
percent had average and high risk credit.

MR. HARROLD replied that insurers could probably have that
i nformation. [ndividual conpanies conpete in the nmarket place by
choosi ng where they are going to have their break points.

CHAI RVAN STEVENS asked what is the percentage of consuners who
are going to be affected by this. How many consuners have a good
or average credit rating.

MR. HARROLD replied that he hears from his conpanies that the
overwhel mng majority of consuners have good to excellent credit.
That's why they have testinony saying the mgjority of them would
have increased rates if they couldn't use credit for a rating
t ool .

CHAI RVAN STEVENS asked if this tool was renoved and every conpany
had to file for rate changes, how many of their conpanies woul d
participate in that. "Wuld anyone pull out of the narket?"

MR. HARROLD replied that it's possible. "Al aska has not been a
| ucrative market fromthe | oss perspective.”

CHAI RVAN STEVENS asked how many would leave if the Division of
| nsurance didn't approve their rate changes.

MR. HARROLD replied, "Perhaps nore would | eave or you woul d have
consuners that are sinply paying rates that aren't fair."
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CHAI RMAN STEVENS asked if he had 700 conpanies witing insurance
in this state, what would be the effect on those consunmers who
are still |ooking for insurance.

MR. HARROLD replied, "The I|ess conpanies you have, the |ess
availability you have, but all 600 of those conpanies do not
wite in Al aska."

SENATOR AUSTERMAN said one of the concerns he has wth using
credit is that, for exanple, it took his daughter six nonths to
get sonething off of her credit rating that she didn't know
anything about. It took him personally, over one year when he
lost his credit card and had a bill for $3,800, which cane back
three years later when it wasn't paid. It took hima year after
that to get rid of it with the credit agencies. He was concerned
about that type of exanple and how many people don't understand
the whole process of credit rating for insurance and the effects
it has on their rates.

MR. HARROLD responded that specifically there is a provision in
this bill that states if there is incorrect or disputed
information, they could submt that and the insurer has to go
back to the inception of the policy period and rewite or
reunderwite and recal cul ate the prem um

So, sonething positive could come out of getting it
checked. A nore general coment would be that the use
of credit information is just permeating society and it
isn't just insurance. | would say the best job that any
consuner advocate can do is to encourage people to | ook
at their credit information. If soneone has an adverse
action taken against them wunderneath this bill they
woul d be able to get their consuner report free under
the Fair Credit Reporting Act, but | think everybody,
whet her you're looking for auto insurance or
homeowner's insurance or you're |ooking at a nortgage
or buying a car, it sinply perneates our |life here at
the beginning of the 21 Century and | can't inagine
that we would be willing to stop using the information,
because it has so many other benefits.

SENATOR AUSTERMAN asked for the year that it took himto get the
error off his bill, would they have given himinsurance until it
was corrected.

MR. HARROLD replied the way the bill reads, he didn't think it
woul d go back through the years, but it says to the inception of
the current policy term He also thought that the Fair Credit
Reporting Act also requires that if sonebody says that they have
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incorrect data in their report, that they have 30 days to
determ ne whether or not that is correct. If the credit bureau
has not made that determnation within 30 days, then it goes to
t he consuner's advant age.

MR. M CHAEL LESSMEIER, State Farm Insurance Co., said they have
approximately 24% of the autonmobile insurance prem um and
approximately 34 - 35% of the honeowners insurance pren um
witten in Alaska. He said that they have found from all the
testinmony up to today that credit is an accurate predictor of
| oss. The representative fromthe Division of Insurance testified
that the correlation between this tool and risk of |oss was high.
It has also proven to be a high correlation in their experience.

This is a tool just like many other tools used for
predicting future loss. The second point that | would
make to the committee is that the use of credit in
i nsurance has not presented a significant problem in
Al aska. | don't know if this testinony was presented to
your conmttee, but it certainly was presented to the
House Labor and Conmerce Conmittee. The representative
from the Division of Insurance was asked about
conplaints about the use of this tool. | recall that
her testinony was that there may have been a few and
she was then asked if there had been any conplaints
that had been found to be valid about the use of this
tool and | think she said that there was still an
i nstance under investigation.

TAPE 02-22, SIDE B

MR, LESSMEIER didn't think it was a significant problem in the
State of Alaska. His third point was that this is a tool that is
used differently by different insurers.

| think it's really inmportant for you to understand
that we in Alaska have a nmarketplace that is a
conpetitive marketplace. It is also inportant that you
understand that as it is used differently by different
insurers and that how it's being used in rating today
requires the approval of the Division of Insurance. To
ny know edge there are very few conpanies that are
using credit today for rating purposes. State Farm does
not use credit for rating purposes, but if it is used
for rating purposes, it nust first be approved by the
Division of Insurance that has the responsibility of
insuring that the use of this tool does not result in a
rate that is excessive. | think that is inportant.
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A final point that | would nmake is that there are many
tools that already exist in the law that would allow
the Division of Insurance to address issues of credit.
The first one of course is to the extent that it's
being used in rating, that wuse has already been
approved by the Division of Insurance. To the extent
that it's being used in underwiting, if it results in
unfair discrimnation, the Division of Insurance
already has the ability to investigate that to take
significant action through the anendnents to the Unfair
Trade Practices Act that this legislature passed two
years ago, Senator Donley's anendnent. So, there are
significant tools in the law right now to prevent the
m suse of this tool.

MR. LESSMEI ER t hought the issue before themwas if they could use
this tool to identify those that present higher risk of future
| oss and shouldn't they be able to do that.

Isn't that better for the consuner as a whole? Isn't it
better for people to be able to pay an insurance
premum that is nore in accord with the risk of |oss
that they present? Isn't that better policy? W say it
is...

CHAI RMAN STEVENS asked him what other tools he uses in basing a
custoner's rates.

MR. LESSMEIER replied that as he understands it, the rates are
based on frequency and severity of |oss. Wen soneone cones in to
State Farm they are asked about their |oss experience, accidents
and tickets for autonobiles. Their underwiting tool |ooks at
| oss history, which has an aspect of credit. They do not use it
to determne what rate they wll pay, but who to accept and where
to place them

CHAI RVAN STEVENS asked how they handle a good ratepayer who
hasn't had any | osses and all of a sudden has bad credit for sone
reason that doesn't have to do wi th autonobil es.

MR. LESSMEI ER replied that they don't |look at the data other than
at the very begi nning when they determ ne whether to wite or not
wite.

CHAI RVAN STEVENS asked if they have ever gone back to rerate and
if he knew of anyone who did.

MR. LESSMEIER replied that they had not used this tool in Al aska
to do that.
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CHAI RVAN STEVENS asked if he knew of any conpanies who wite in
Al aska that do a credit history with a renewal .

MR. LESSMEIER replied that he didn't know about other conpani es,
but his didn't.

CHAI RVAN STEVENS asked if M. Harrold knew of any conpani es that
did that in Al aska.

MR. HARROLD replied that he imgined sone conpanies would use it
as a tool.

D fferent conpanies treat it differently. Some
conpanies do not once they get them through the door
they don't look at it upon renewal. O her conpani es may
| ook every year and try to reshuffle the deck so to
say.

MR.  LESSMEI ER finished saying that they |ooked at 800,000
records, created a fornmula, and applied it to a control group of
500, 000 and foll owed that control group for two years. They found
that forrmula was very predictive of future loss and they then
applied it to over one nmllion new cases and found the sane
thing. As a tool for themit is very predictable and hel ps them
in their goal of making sure that people pay a rate that is
commensurate with the risk that they present. He thought it was
inportant that the |legislature does not place unnecessary
restrictions on use of this inportant tool.

In response to sone testinony there were two changes that deal
with the issue of what happens to sonmeone who doesn't have an
accurate credit history. At State Farm Insurance the nunber of
peopl e who conpl ai n about having an inaccurate credit history is
infinitesimally small. A good change is allowing the use of the
credit nodel to be presented to the Division of I|nsurance under
confidentiality giving them the tools they need to prevent any
m suse of it.

SENATOR LEMAN noved on page 1, line 11, after "state" to insert
"that consuners nmay obtain on request".

SENATOR DAVI S obj ected for purposes of explanation.

SENATOR LEMAN expl ained that the concern was that there is a
substantial cost to doing this and many people probably won't
necessarily want it. The anmendnent just says that when sonebody
asks for it, they have a right to get it.

SENATOR DAVIS asked if it was an opt in/opt out situation. She
wi t hdrew her objection.
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SENATOR AUSTERMAN asked if they would be given the option in the
| etter of adverse action.

SENATOR LEMAN explained that there would be directions in the
letter to call an 800 nunmber or return a post card - sonething
| i ke that and they would send it to them

SENATOR DAVI S said she understood what it did, but felt that it
needed to be discussed nore. She asked if they were going to be
sent a letter of adverse action, why the reason couldn't be
stated in the one letter. "Everybody would get it."

SENATOR LEMAN wi t hdrew hi s anendnent .

CHAI RVAN STEVENS said that he would hold SB 320 at the sponsor's
request .

SENATOR DAVIS said M. N ehaus from Progressive I|nsurance said
they would not be withdrawing credit rating in the state of
Washi ngton and this bill says that it does.

MR. NI EHAUS expl ai ned that Senator Davis is under the inpression
that the bill passed in Washi ngton disallows credit and he stated
that the bill requires that the credit be filed with the office
of the Insurance Comm ssioner and approved by them and it does
specifically allow the use of credit saying, "Credit history
shall not be used to determ ne personal insurance premuns or
eligibility for coverage unless the insurance scoring nodels are
filed wth the conm ssioner."

CHAI RVAN STEVENS said he wunderstood that the difference wth
Washi ngton State is that it prohibits certain types of credit.

SENATOR DAVIS added that it would have to be filed [and
approved] .

CHAI RVAN STEVENS sai d he appreciated everyone's comments and hel d
the bill.
#

#SB252
SB 252- EMPLOYMENT AND TRAI NI NG PROGRAM BOARD

CHAI RMAN STEVENS announced SB 252 to be up for consideration

M5. PAT DAVIDSON, Legislative Auditor, said they had just
conpleted an audit on the State Training and Enpl oynent Program
There were a nunber of purposes for the audit - to review the
adm nistration of the STEP by the Alaska Human Resource
I nvest ment Council (ERIC) to determ ne the conpliance of the STEP
with state | aws, to assess the inpact of the STEP on the sol vency
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of the unenploynment conpensation fund and to calculate the
enpl oyer and the calculation of the enployers' insurance tax
rates and to provide sonme detail expenditure information wth
regard to the STEP. Their conclusions are that the STEP was
generally being admnistered in accordance with statutes wth
five main exceptions.

The first one is that STEP served only a portion of
those that were eligible. W had found that there was
no systematic nmarketing of the STEP program to all
those that were eligible for the program Secondly, we
found that federal and possibly state training funds
were being displaced by STEP. Basically, STEP was
created to assist clients that failed to neet the
federal or other prograns and that it was intended to
be the enploynent training program of |ast resort. W
found that in the Minicipality of Anchorage enpl oynent
coordinators used STEP funds when clients were
potentially eligible for the federal program that STEP
grantees were not being required to ascertain if the
trainees were eligible for the federal prograns when
recruiting, that STEP funds were used even when the
federal funding had not been exhausted - for exanple,
the Minicipality of Anchorage carried forward over
$650, 000 in federal adult and di sl ocated worker funding
and the balance of the state carried approxinmately $2
mllion of that sanme type of federal funds - and that
STEP funds nmay be displacing private funding through
union training prograns. Wile enploynent coordinators
are pleased with the partnership between the unions and
the STEP funds, we question whether STEP funds are
bei ng used to supplant private union training funds.

The third nmjor exception was that there was a
requi renent to reinburse the Departnent for such things
as tools, work-related clothing, safety gear or others
and this was not being actively enforced. W found that
the statutory program elenents that define the STEP
program do not include a category called "enploynent
assi stance."” However, a lot of the funds were being
spent under that cat egori zati on. W found that
adm nistrative costs exceeded the maxinuns defined in
statute.

In FYOl, the Federal Enploynent Training Program was
substantially changed, the old one being JDPA, the Job
Trai ning Partnership Act. The new federal programwas a
Workforce Investnent Act and referred to as WA. The
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new federal programis nore inclusive and nore people
are eligible for this program Additionally, the new
federal programallows for funding of industry specific
training and, therefore, the purpose and need for STEP
needs to be reevaluated so again it's in the position
where it's the training funds of |ast resort - that you
maxi m ze the use of those federal funds first. W found
that as a result of the funding nmechanismfor STEP and
the Al aska technical vocational education prograns that
the financial benefits accruing back into the U fund
do not exceed their cost. The difference is borne by
enpl oyers through increased U taxes. It should be
pointed out that while all Al askans are eligible for
the STEP program not all enployers will shoul der the
burden of the net costs of the STEP and the ATVE
pr ogr ans.

W found that the STEP program does provide a direct,
t hough not precisely neasurable, benefit to the U fund
through either reduced U benefit paynents or |arger
wage base. The ATVE program doesn't have that direct
measur abl e benefit.

In our opinion the STEP program shoul d be reauthori zed.
Qur recomendation was for four years. The new Federa
Enpl oyment Training Program addresses nany of the
reasons STEP was originally created and, therefore,
STEP needs to be realigned to fill the mssing gaps. In
this report, we nade seven recomendations to the
Department and they incl ude:

-The need for additional outreach to those that are
actually eligible for the STEP program
-To inprove the nonitoring of STEP grantees

- That | egi slation that directs the unexpended,
unobl i gat ed bal ance of the STEP funds to | apse into the
U fund

-To actively nonitor that adm n costs to not exceed 15%
of total STEP expenditures

-That U accounting costs that are charged to STEP and
ATVE are done in an equitable and supported manner

-That the progranmatic data be collected and reported
in a manner that denonstrates |egal conpliance with the
statutes

-And that |abor and staff work together to ensure that
STEP does not replace federal, private or other public
trai ning funds.
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M5. REBECCA GAMEZ, Deputy Conmi ssioner, Departnment of Labor and
Wor kf orce Devel opnent, said she wanted to comrent after she had a
chance to read the anendnents.

SENATOR LEMAN asked why they changed the nane to ERI C

M5. GAMEZ replied that under the Wrkforce Investnent Act that
replaces the Job Training Partnership Act on the federal |evel
t he nane change - Al aska Workforce Board - falls in line with the
| ocal workforce board nane. "It's kind of a namng protocol, if
you will."

SENATOR TORGERSON stated that he wouldn't nove anendnment #1,
| abel ed GS2052\ A. 2, because the report said there was sone
concern about noney going to the union training prograns. He
didn't have enough information to do a total ban on it. They are
asking for reports to conme back to the legislature next year to
see if they have adjusted.

SENATOR TORGERSON of fered anendnent A. 4:
22- GS2052\ A. 4

Craver
10/ 1/ 02
AMENDMENT
OFFERED | N THE SENATE BY SENATOR TORGERSON
TGO SB 252
Page 1, line 2, follow ng "nmenbership;":

Insert "providing that |apsing enploynent assistance and
training program account funds may be appropriated to the Al aska
techni cal and vocational education program”

Page 15, following line 9:

Insert a new bill section to read:
"* Sec. 11. AS 23.15.625 is anended to read:
Sec. 23.15.625. Enpl oynment assistance and training
program account. The enploynent assistance and training
program account is established in the general fund. The

conmmi ssioner of admnistration shall separately account for
noney collected under AS 23.15.630 that the departnent
deposits in the general fund. The annual estinated bal ance
in the account may be appropriated by the legislature to the
departnment to inplenment AS 23.15.620 - 23.15.660. The
[ LEA SLATURE MAY APPROPRI ATE THE] |apsing balance of the
enpl oynent assistance and training program account may be
appropriated to the Alaska technical and vocati onal
education program established in AS 23.15.820 - 23.15.850
[ UNEMPLOYMENT COVPENSATI ON FUND ESTABLI SHED I N
AS 23.20.130]."
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Renunber the followi ng bill sections accordingly.

Page 28, |ine 20:
Del ete "sec. 52"
| nsert "sec. 53"
SENATOR DAVI S obj ected for purposes of explanation.

SENATOR TORGERSON expl ained that the auditor suggested that there

are currently about $2 million left of unobligated funds in the
STEP and, "W created this program to train people, not to sit
around in the bank for these guys. | didn't want it to go back to

the U trust because we're actually formally intercepting this
noney, the one tenth of one percent, and putting it back in there
and taking it out again, so | would suggest this lapse into the
Al aska Training and Vocational Educational Program which is
currently in a grant node for one nore year and then it wll go
into a new vocational education program He asked his staff, M.
Mary Jackson, to explain that.

M5. MARY JACKSON, Staff to Senator Torgerson, said he was correct
that this would l|apse directly into the ATVE program The
Department is currently pronulgating regulations for the program
and it should be in place shortly.

CHAI RVAN STEVENS asked if there were any objections to anmendnent
#2. There were none and it was adopt ed.

SENATOR TORGERSON noved anendment #3, GS2052\ A 4:
22- GS2052\ A. 4

Craver
10/ 1/ 02
AMENDMENT
OFFERED | N THE SENATE BY SENATOR TORGERSON
TGO SB 252
Page 1, line 2, follow ng "nmenbership;":

Insert "providing that |apsing enploynent assistance and
training program account funds may be appropriated to the Al aska
techni cal and vocational education program”

Page 15, following line 9:

Insert a new bill section to read:
"* Sec. 11. AS 23.15.625 is anended to read:
Sec. 23.15.625. Enpl oynment assistance and training
program account. The enploynent assistance and training
program account is established in the general fund. The

conmmi ssioner of admnistration shall separately account for
noney collected under AS 23.15.630 that the departnent
deposits in the general fund. The annual estinated bal ance
in the account may be appropriated by the legislature to the
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departnment to inplenent AS 23.15.620 - 23.15.660. The
[ LEG SLATURE NMAY APPROPRI ATE THE] |apsing balance of the
enpl oynment assi stance and training program account nay be
appropriated to the Alaska technical and vocati onal
education program established in AS 23.15.820 - 23.15.850
[ UNEMPLOYMENT COMPENSATI ON FUND ESTABLI SHED I N
AS 23.20.130]."

Renunber the followi ng bill sections accordingly.

Page 28, |ine 20:
Del ete "sec. 52"
| nsert "sec. 53"

Page 28, |ine 22:
Delete "secs. 1 - 45"
| nsert "secs. 1 - 46"

Page 29, |ine 13:
Del ete "Section 49(a)"
I nsert "Section 50(a)"

Page 29, line 14:

Del ete "sec. 51"

I nsert "sec. 52"
M5. JACKSON explained that the intent of this anmendnent is to
rectify the problem that was identified by the audit concerning
the 15% limtation on admnistrative expenses. There are two
conflicting statutes and this clarified the intent, which is that
it be 15% of program expenses.

CHAI RVAN STEVENS asked if there were any objections to amendnent
#3. There were none and it was adopt ed.

SENATOR TORGERSON noved anendment #4, GS2052\ A. 3:

22- GS2052\ A. 3

Craver
10/ 1/ 02
AMENDMENT
OFFERED | N THE SENATE BY SENATOR TORGERSON
TGO SB 252
Page 1, line 2, follow ng "nmenbership;":

Insert "relating to repaynent on prom ssory notes for work-
related itens paid for by grant prograns;”

Page 15, following line 9:
Insert a new bill section to read:
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"* Sec. 11. AS 23.15.640(c) is anended to read:

(c) The departnent shall [, TO THE EXTENT ECONOM CALLY
FEASIBLE FOR THE |INDIVIDUAL,] require an individual who
participated in a program that was funded at |east in part
by a grant under AS 23.15.651 and that included as a program
element the provision of necessary tools, work-related
clothing, safety gear, or other necessities to obtain or
retain enploynment under (a)(6) of this section to reinburse
the departnment for the portion of the grant that was spent
on an elenent listed in (a)(6) of this section. Repaynent
shall begin no later than six nonths after the individua
conpletes or leaves the state training and enploynent
program and nmay not be less than $25 each cal endar nonth.
The departnent shall separately account for receipts under
this subsection. The annual estimted receipts nay be used
by the legislature to make appropriations to the departnent
to the enploynent assistance and training program account
(AS 23. 15. 625) for grants under AS 23.15. 651. The
depart ment shal | institute collection rocedur es on
outstanding prom ssory notes for anpbunts due under this
subsection. Collection procedures nust include obtaining a
judgnent for default on a prom ssory note. The departnent
shal |l seek satisfaction of the judgnent froman individual's
permanent fund dividend to the extent possible under
AS 43.23.065 until the judgnent has been satisfied. The
departnment shall inplenment this subsection by regulation.”

Renunber the followi ng bill sections accordingly.

Page 28, |ine 20:
Del ete "sec. 52"
| nsert "sec. 53"

Page 28, |ine 22:
Del ete "secs. 1 - 45"
I nsert "secs. 1 - 46"

Page 29, line 13:
Del ete "Section 49(a)"
I nsert "Section 50(a)"

Page 29, line 14:
Del ete "sec. 51"
| nsert "sec. 52"

M5. JACKSON explained that this was also identified as an issue
in the audit. The program provides for the STEP nonies to be used
for individuals to purchase tools, for exanple. It has always
been if you purchase these tools and you get a job, you're
supposed to reinburse the program The audit found there was no
mechanism in place to nmake that take effect. This anmendnent
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specifies procedures for that rei nbursenment to be acconmodat ed.

SENATOR AUSTERMAN asked how nuch that would offset the actual
noney.

SENATOR TORCGERSON sai d he understands that they hadn't collected
any yet. He said there could be a cost for collections; he was
sure it would take anot her enpl oyee.

CHAI RVAN STEVEN asked if anyone objected to anendnent #4. There
wer e none and anendnment #4 was adopt ed.

M5. EDEN LARSON said the issue that concerns the builders and
contractors is the funding of the union training prograns to the
excl usion of open shop construction train prograns.

SENATOR TORCGERSON responded that he doesn't have enough
information to act on that and it's a concern of the auditors.

M5. LARSON said in the interimthe |anguage that's currently in
this bill prohibits people training in the construction trades
that are non-union from applying for grants under the STEP. For
anot her year they woul d be concerned about that.

CHAI RVAN STEVENS said the intent today was to adopt the
anmendnents and circulate the new CS and then bring it up again at
a |l ater date.

MS. LARSON said she would save her comrents until she could see
t he CS.

SENATOR TORGERSON nmoved anendnent #5, GS2052\ A. 6:
22- GS2052\ A. 6
Craver
10/ 1/ 02

AMENDMENT

OFFERED | N THE SENATE BY SENATOR TORGERSON
TO  SB 252

Page 1, line 2:
Del ete "repealing”
I nsert "extendi ng"

Page 27, lines 24 and 25:
Delete all material and insert:

"* Sec. 46. The uncodified |aw of the State of Al aska enacted
in sec. 6, ch. 116, SLA 1996, as anended by sec. 9, ch. 85, SLA
1998, is amended to read:

Sec. 6. AS 23.16.620, 23.15.625, 23.15.630, 23.15.635,
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23. 15. 640, 23.15.645, 23.15.651, and 23.15.660 are repeal ed
June 30, 2003 [2002]."

Page 29, following line 12:

I nsert new bill sections to read:
"* Sec. b51. The uncodified law of the State of Alaska is
anended by adding a new section to read:
RETROACTIVITY OF SEC. 46. If sec. 46 of this Act takes

effect after June 29, 2002, sec. 46 of this Act is retroactive to
June 29, 2002.

* Sec. b52. Section 46 of this Act takes effect June 29
2002."

Renunber the followi ng bill sections accordingly.

Page 29, line 14:
Del ete "sec. 51"
| nsert "secs. 52 and 53"

He explained that this repeals the sunset clause and puts a one-
year extension in. He added that the next anmendment is requesting
all the reports to conme back, which is how they are trying to
handle the auditor's issue so it didn't have to drag on for
years.

CHAI RVAN STEVENS asked if there were any objections to adopting
anendnent #5. There were no objections and it was adopt ed.

CHAl RMAN TORGERSON noved anendnent #6, GS2052\ A. 7:
22- GS2052\ A. 7

Craver
10/ 1/ 02
AMENDMENT
OFFERED | N THE SENATE BY SENATOR TORGERSON
TO SB 252
Page 27, followi ng line 25:
Insert a new bill section to read:
"* Sec. 47. The uncodified law of the State of Alaska is

anended by addi ng a new section to read:

REPORT TO THE LEQ SLATURE. The Departnent of Labor and
Wor kf orce Devel opnent shall present a witten report to the
| egi sl ature on the state training and resources programwthin 10
days of the beginning of the First Regular Session of the Twenty-
Third Al aska State Legislature. The report nust include

(1) an outreach plan for the state training and
resources program

(2) a certification verification plan;

(3) the departnent's recommendations on allowable
nonadm ni strative costs for program expenses;
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(4) a data collection and reporting plan;

(5) the status of the governor's discretionary fund
for statewi de activities established as part of the 1999 Al aska
Human Resource | nvestnent Council action plan;

(6) facts supporting the need for the state training
and resources program

(7) the departnent's reconmendations on including
rei nbursable enployers in the state training and resources
pr ogr am and excluding current and former enployees of
rei mbursabl e enpl oyers fromthe program and

(8) an analysis of the reasons for decreased public
training institution funding in relation to the increase in union
trai ni ng program funding. "

Renunber the followi ng bill sections accordingly.

Page 28, |ine 20:
Del ete "sec. 52"
| nsert "sec. 53"

Page 29, line 13:
Del ete "Section 49(a)"
I nsert "Section 50(a)"

Page 29, line 14:
Del ete "sec. 51"
| nsert "sec. 52"

He explained that this is the laundry list of things that cane
out of the audit report and says that we want to have a report 10
days after the beginning of the first session of the 23rd Al aska
Legi slature and the report nust include all of this. He didn't
have a report ready to address the union concern with the private
noney and this is where he anticipated inserting that |anguage.

M5. JACKSON poi nted out a technical anmendnent on lines 16 and 18.
It should not say "training and resources”, but "training and
enpl oynment ".

SENATOR TORGERSON nobved an anendnent to the anmendnent to delete
"resources” on lines 16 and 18 and insert "enploynent". There
were no objections and it was adopted.

CHAI RVAN STEVENS asked if there were any objections to adopting
anendnent #6 anmended. There were no objections and it was so
or der ed.

SENATOR TORGERSON noved anendment #7, GS2052\A. 1
22- GS2052\ A. 1
Craver
10/ 1/ 02
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AMENDMENT

OFFERED | N THE SENATE BY SENATOR TORGERSON
TO  SB 252

Page 3, lines 30 - 31:
Del ete "The conmissioner of administration is a nonvoting
nenber of the board.”

Page 4, lines 2 - 3:
Delete ", and the comm ssioner of adninistration under (b)
of this section"

Page 4, lines 9 - 10:
Delete "and the conmi ssioner of adm ni stration under
AS 23.15.550(b)"

Page 5, line 4:
Delete "_or (b),"

SENATOR TORGERSON said he has had many discussions with M.
Andrews about the size of this group. "It's a herd of turtles
that they're so damm big that they can't get anything done. |
don't want to add to that."

He didn't see any advantage to having the comm ssioner of
Adm ni stration as another part of this.

CHAI RVAN STEVENS asked if there were any comm ssioners on it now.

SENATOR TORGERSON replied that there are, the Conmm ssioner of the
Department of Labor and Departnent of Comunity and Econom c
Devel opnent .

CHAI RMAN STEVENS asked if there were any objections to anmendnent
#7. There were none and it was adopt ed.

SENATOR TORCGERSON noved anendnent #8, GS2052\ A. 8:
22- GS2052\ A. 8
Craver
10/ 1/ 02

AMENDMENT

OFFERED | N THE SENATE BY SENATOR TORGERSON
TO  SB 252

Page 5, lines 16 - 17:

Del ete "[ NOT MORE THAN THREE TI MES IN A CALENDAR YEAR]"
Insert "not nore than three tines in a cal endar year"”
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He explained that the Governor's bill took out the requirenent
that they couldn't neet nore than three tinmes a year and al t hough
he wanted to limt it to two, he thought they could just |eave
the |l anguage that's already in statute - three tinmes per year

CHAI RVAN STEVENS asked if there were any objections to anmendnent
#8. There were none and it was adopted. He asked Ms. Ganez if she
had enough time to read the anmendnents and she indicated she was
ready to testify now.

M5. GAMEZ said it was helpful to delay her testinony for the
anendnents. She was surprised that a few of the anendnents went
agai nst the recommendati ons they both agreed on.

On anmendnent #2, recogni zi ng that amendnent #1 has sone
wor k that Senator Torgerson would like to take care of,
both the legislative audit report and the Departnent
concurred that the | apsed noney should go back into the
U trust funds. | think that that is nore appropriate
for the lapsing. There have been sone problenms wth
expenditures of STEP nonies. Part of it was an
appropriations problem and part of it was with one of
the local workforce boards in terns of expending funds.
So that has been a chall enge.

On anendnent #3, we, too, would like to clarify the
15% | did have an opportunity to talk with Ms. Jackson
about this and if the |anguage said Program Awards as
opposed to expenses, we would be in the position of
defining what IS programmati c and what isn't
programmati c expenses. For exanple, on sonething that
the audit counted as an admnistrative cost it 1is
necessary for us to have a STEP programin this state
and | would argue that that would be programmatic cost.
Because without that function in the data collection
piece, we wouldn't be able to have a program So |
woul d argue that that's not adm nistrative, that that
woul d be a programmatic, but | think we could probably
wor k those differences out now that we're hanmering out
t he di sagreenent in those two statutes.

re were a three-year funding period that
the federal WA funds, it would be easier
this.

M5. GAMEZ said if the
would be in line with
for themto agree with

Business statistics show that there are a certain
anount of admnistrative costs regardless of program
expenditures to a certain degree. Sone of the sub-
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grantee adjustnents affect expenditures and those can
occur after the year-end. So, the accurate year-end
expenditures aren't always known until the process is
conpl et ed.

Moving to anendnent #4 that was adopted on the
repaynment of prom ssory notes, the point was brought up
by one of the commttee nenbers here that there may be
costs to the departnent to collect those funds. The
STEP program is not a loan program W do, however,
have signed prom ssory notes for people who have
received nonies for tools or boots or other itens that
they may need. Collections wll also represent an
increased cost to the departnent for record Kkeeping,
tracki ng and accounti ng.

TAPE 02-23, SIDE B

M5. GAMEZ said that amendnent #5 caused them concern because
it's very difficult to think ahead if you have such a short
period of tinme in which to nake changes.

On anendnent #6 she was glad that M. Jackson caught the typo,
because they would have to start calling it the STREP program and
it would truly be unpopular with certain folks at the table.

We are working on an outreach plan and I would like to
make the coment that we have a certification
verification plan for classroomtraining only and that
is a recommendation that we have. Wen | was reading
over M. Jackson's overview to Senator Torgerson, |
think there was a typo and | would like the opportunity
to talk with Ms. Jackson after the hearing because we
already insure that there's authorization of training
ACPE and the departnment will require certification of
all classroomtraining...

She said it would be hel pful to see a conprehensive package with
the CS and hoped she would be invited to staff discussions
regardi ng the departnent's concerns before a CS is adopt ed.

SENATOR AUSTERVAN asked her if she had concerns about the
anendnents, why didn't she speak up before they were adopted.

M5. GAMEZ said she didn't realize she was in a position to
di sagree with the anendnents until they were on the table.

SENATOR TORGERSON said he wouldn't deviate a whole ot from what
they have, but he wants to nmake it work. He wouldn't have gone
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with the sunset if it weren't for the reporting requirenents.

CHAI RVAN STEVENS said he had a concern on page 47, which is a
summary of the type of vendors or clients served, and asked her
for a short definition of the six categories.

M5. GAMEZ said she would like to invite Mke Shiffer who is nore
technically versed in those things.

MR MKE SH FFER, Program Coordinator, Wrkforce Investnent
O fice, responded that exanples of a private training institution
would be a charter college; the wunions wuld be I|ike the
operating engineers who run a training program Public training
institutions would be things |ike the Al aska Vocational Techni cal
School in Seward; Native organizations would be training prograns
such as the one run out of the Bristol Bay Native Association. He
was drawing a blank on "other"” kinds of training prograns, but
client reinbursenents woul d be expenses paid directly back to an
institute directly on behalf of a participant.

CHAI RVAN STEVENS said he was confused about the difference
between a private training institution and a public training
institution.

MR. SHI FFER expl ai ned that a public training institution would be
things that the legislature appropriates directly to the
University of Al aska and the Al aska Vocational Technical Center

CHAI RVAN STEVENS asked what the process was for the distribution
of the noney on an annual basis.

MR. SH FFER replied that in general the funds are distributed in

two nmethods. The first is through direct client services - an
individual cones in and is identified for services and goes to
school - and the other option is through grant funds. Grants are

announced and let out and training providers conpete for the
funds and provide training prograns.

CHAI RMAN STEVENS sai d he was concerned with the nunber of clients
served and asked why the nunbers have changed from public and
private | osses to gains with the unions. He asked if the funding
mechani sm inserting the noney into the program has changed in
correspondence with the change to the nunber of people that are
recei ving the benefit.

MR. SHI FFER replied no. They rely on information received from
research and analysis and there is a great deal of effort being
focused on the areas of construction, the trades and things |ike
that. They target the funds towards those areas where they see
the nost opportunity for creating enploynent opportunities for
folks. Currently, those tend to rest with training prograns that
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happen to parallel with union type training prograns.

SENATOR TORGERSON asked what the fund bal ance was right now of
t he STEP program

MR. SHI FFER replied that he didn't know that right now

SENATOR TORGERSON asked if he told himit was over $2 mllion
could he tell him why.

MR. SHI FFER replied that a nunber of things contribute to that.

First of all, when the appropriations were occurring,
Ms. Ganez referred to that at one point where we were
sort of chasing our tails. Each appropriation would
occur and the ampbunt that was available from the fund
woul d exceed the appropriation and so we saw oursel ves
chasing after noney that was increasing faster than we
were using it.

Anot her issue is that there has been several changes in
terns of how services were delivered and that resulted
in one of the local areas not expending the funds as
greatly as they had done in the past. And other funds
cane into the state that were unexpected and in the
formof an unusually |arge award for dislocated workers
and for funds that related to foreign worker
certification. Those large anpunt of funds that cane
into the program have served people who potentially
coul d have been eligible for services here.

SENATOR TORGESON asked what they were going to do with that
noney.

It upsets ne that it's not out in the street and that
we're not training people. W went in there a couple of
years ago and took $4 mllion out of there. Now you've
got $2 mllion again. If you're not going to use the
damm noney, let's do away with the program Put it in
the ATV program That's where I'mcomng fromon this...

MR. SH FFER replied that they have an opportunity to utilize
those funds by looking at the way they're distributing the funds
by focusing on the opportunities for spending the STEP funds as a
| ast resort. "We'd be happy to work with you on clarifying how
t hat goes."

SENATOR TORGERSON replied, "Don't work with ne. Wrk wth the
University..or work with others out there who are wondering why
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they can't get into this pot of noney."

SENATOR AUSTERMAN said he wanted to see a good description of how
the grant program works - who sets it up, etc. - that mght be
hel pful in figuring out exactly why there are institutions that
want to train people, but can't get the funds.

MR. SHI FFER said he woul d be happy to provide that information.

MR. M KE ANDREWS, Al aska Wbrks Partnership, Inc., said they are a
statew de construction job training organization that's fornmed in
partnership with Al aska's construction trade unions and sponsors
a statew de apprenticeship program that is not a union program
They have a | ot of experience across the board with sone of these
i ssues. He thanked Senator Torgerson for wthdrawing the one
amendnent until nore information came forward in ternms of why
there is a discrepancy between union and non union training
programnms. He thought they could give them sone reasoning behind
t hat .

MR. ANDREWS supported continuing the STEP program and said he
used to work as director of the A aska Human Resource | nvestnent
Council and worked very closely with the Senate Mjority and
Senat or Torgerson on a |lot of these issues of how to make a very
har d-t o- under stand wor kforce devel opnent system in this state,
particularly that is nostly federally funded, work well for
Al askans. "How do we align job training with the University of
Al aska, wth AVTEC, with Al aska Technical Center and also wth
private sector training that occurs in the state.”

Wth this kind of background, M. Andrews said he thought he had
sone things he could add and he would like to cone back and add
them One of the problens that needs to be | ooked at is that STEP
has been a pilot program for 10 years. It's reauthorized every
two years and in 1997, when they did the major reform they
aligned STEP performance with the Job Training Partnership Act
and ot her perfornmance neasures that the mgjority wanted to see in
their performance based budgeting. Now there's quite an extensive
performance report on all these progranms. They can |ook at the
performance of STEP, which is a high performng program in terns
of short-term| ess-expensive training that put people to work and
keeps t hem enpl oyed.

One of the problenms they have reached with reauthorization is
that STEP has al ways had a two-year tineline.

Federal prograns allow two or nore years for a rollover
for the ability to nonitor and spend funds. STEP has
al ways fought this battle of getting reauthorized and
then trying to basically lurch out there again as a
pilot, be a low priority on soneone's table, because
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it's a pilot and try to function as well. W have
wor ked hard, the state, the legislature, and people
involved to cap admnistrative cost, to bring those
costs down from 20% to 15% and to really understand
what |line itens go into a program and what would go
into actual admn. | would say just in general that's a
good nove to cap that, but that does also nake it
harder for sone of the public institutions that have
indirect cost fees that have admnistrative fees set
who can't reach that barrier. They cannot necessarily
apply for training because of that cap. |'m not saying
renove that cap, but that nay be one of the reasons why
we're seeing nore of the grants go out to private
sector training vendors. For exanple, the union
apprenticeship training prograns are private sector
prograns funded by |abor and managenent and they are
one of the prograns that has received nore recently. To
conpete for that on the open narket, announce bids,
etc. One of the reasons | think is the actual nature of
STEP being reauthorized on a two-year basis and then
between that, there's all kinds of things added on in
terms of performance and neasuring and other things
that people want to see done that add a cost to the
system | think what we really need to focus in on is,
are we putting Al askans to work? Are we increasing
Al aska hire as a result of STEP? Are they getting nore
incone in their pockets and are they paying |ess
unenpl oynent with this? Let's all work together so that
we can have the best workforce in Al aska...

CHAI RVAN STEVENS t hanked him for his testinmony and adjourned the
meeting at 3:30 pm
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