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Per sonnel Board
Al fred L. Tamagni, Sr. - Anchorage
CONFI RVATI ON ADVANCED

SENATE BI LL NO. 307
"An Act relating to a fee provided for in the rental agreenent
for late paynent of rent under the Uniform Residential Landlord
and Tenant Act."

HEARD AND HELD

SENATE BI LL NO 300
"An Act relating to the handling of negative equity in notor
vehicl e transactions."”

MOVED CSSB 300(L&C) FROM COWM TTEE

SENATE BI LL NO. 309
"An Act establishing a <construction trades training grant
program for award by the Departrment of Labor and Wrkforce
Devel opnent, providing for speci al enpl oyee  unenpl oynent
contributions to fund the program and an offsetting credit
agai nst the enployees' general unenploynent contribution, and
providing for an expiration date for the program contributions,
and credit; and providing for an effective date."

HEARD AND HELD

SENATE BI LL NO. 241
"An Act relating to nodifying the qualifications required for
wor kers' conpensation self-insurance and permtting enployers in
the sane trade or industry to form an enployer association for
self-insured workers' conpensation coverage; and providing for
an effective date."

SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON
BILL: SB 307

SHORT TI TLE: LANDLORD REMEDI ES; LATE FEE
SPONSOR(s): LABOR & COMMERCE

02/ 23/ 06 (S) READ THE FI RST TI ME - REFERRALS
02/ 23/ 06 (S) L&C, JUD

03/ 09/ 06 (S L&C AT 1:30 PM BELTZ 211

03/ 09/ 06 (S) Heard & Held

03/ 09/ 06 (S) M NUTE( L&C)

03/ 16/ 06 (S L&C AT 1:30 PM BELTZ 211

03/ 16/ 06 (S Schedul ed But Not Heard

03/ 28/ 06 (S L&C AT 1:30 PM BELTZ 211
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BILL: SB 300
SHORT TI TLE: MOTOR VEHI CLE NEGATI VE EQUI TY
SPONSOR(s): SENATOR(s) SEEKI NS

02/ 14/ 06 (S READ THE FI RST Tl ME - REFERRALS
02/ 14/ 06 (S) TRA, L&C

02/ 23/ 06 (H) TRA AT 1:30 PM CAPI TOL 17

02/ 23/ 06 (H) -- Meeting Cancel ed --

03/ 09/ 06 (S) TRA AT 1: 30 PM BUTROVI CH 205
03/ 09/ 06 (S) Moved SB 300 Qut of Conmittee
03/ 09/ 06 (S) M NUTE( TRA)

03/ 10/ 06 (S) TRA RPT 2DP 1NR

03/ 10/ 06 (S) DP: HUGAE NS, KOOKESH

03/ 10/ 06 (S) NR: FRENCH

03/ 16/ 06 (S L&C AT 1:30 PM BELTZ 211

03/ 16/ 06 (S) Heard & Hel d

03/ 16/ 06 (S) M NUTE( L&C)

03/ 28/ 06 (S L&C AT 1:30 PM BELTZ 211

BILL: SB 309

SHORT TI TLE: CONSTR. TRAI NI NG GRANT; UNEMPLOYMENT COMWP.
SPONSCR(s) : STATE AFFAI RS

03/ 15/ 06 (S) READ THE FI RST Tl ME - REFERRALS
03/ 15/ 06 (S) L&C, FIN
03/ 28/ 06 (S) L& C AT 1:30 PM BELTZ 211

W TNESS REG STER

ED SNI FFEN, Assistant Attorney Ceneral

Di vision of Consumer Protection

Departnent of Law

PO Box 110300

Juneau, AK 99811-0300

PCSI TI ON STATEMENT: Conmented on SB 307 and supported SB 300.

BOB MAI ER, Executive Director

Al aska Manuf act ured Housi ng Associ ation
PO Box 100254

Anchorage AK 99510- 0254

PCOSI TI ON STATEMENT: Commented on SB 307.

GORI UNE DUDUKG AN, Staff Attorney

Al aska Legal Services
Anchor age AK
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POSI TI ON STATEMENT: Comment ed on SB 307.

SENATOR GENE THERRI AULT

State Capitol

Juneau AK

POSI TI ON STATEMENT: Sponsor of SB 3009.

COW SSI ONER GREG O CLARAY
Departnent of Labor & Wbrkforce
Devel opnent
PO Box 21149
Juneau, AK 99802-1149
PCSI TI ON STATEMENT: Supported SB 309.

M CHAEL SEXTON, Executive Director
Mechani cal Contractors of Fairbanks &
Mechani cal Contractors of Al aska
Fai r banks AK

PCOSI TI ON STATEMENT: Supported SB 309.

JI M LAITI, Business Manager

Pl unmbers and Pipefitters - Local 375
Fai r banks AK

PCSI TI ON STATEMENT: Supported SB 309.

MAX M ELKE, Busi ness Manager

Pl unmbers and Pipefitters — Local 262
Juneau AK

POSI TI ON STATEMENT: Supported SB 309.

BRET HELMS, Training Director

Pl unmbers and Pipefitters - Local 375
Fai r banks AK

POSI TI ON STATEMENT: Supported SB 309.

M KE ANDREWS, Director

Al aska Wrks Partnership Inc.

Juneau AK

POSI TI ON STATEMENT: Supported SB 309.

JOHN Bl TNEY

Al aska St ate Honebuil ders Associ ati on
Juneau AK

PCOSI TI ON STATEMENT: Supported SB 309.

M KE GALLAGHAR
Busi ness Manager and Secretary/ Treasurer
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Laborers Local 341
Anchor age AK
PCSI TI ON STATEMENT: Supported SB 309.

REBECCA LOGAN, President

Associ ated Buil ders and Contractors of Al aska
Anchor age AK

POSI TI ON STATEMENT: Opposed SB 3009.

CLI CK BI SHOP, Apprenticeshi p Coordi nator
Al aska Operating Engi neers Training Trust
Fai r banks AK

PCSI TI ON STATEMENT: Supported SB 309.

CHARLES JURGENS, Representative
District 7

Oper ati ng Engi neers

Fai r banks AK

PCOSI TI ON STATEMENT: Supported SB 309.

BOB MORI GEAU

Operating Engi neers Local 302
Fai r banks AK

PCSI TI ON STATEMENT: Supported SB 309.

VI NCE BELTRAM , Statew de Trai ning Director

Al aska Joint Electrical Apprenticeship and Training Trust
Anchor age AK

POSI TI ON STATEMENT: Supported SB 309.

DAVE McCLURE, Executive Director
Bristol Bay Housing Authority

D | I'i ngham AK

POSI TI ON STATEMENT: Supported SB 309.

ACTI ON NARRATI VE

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee nmeeting to order at 1:31:47 PM Present at the call to
order were Senators Davis, Seekins and Chair Bunde. Chair Bunde
announced that confirmation hearings would be the first order of
business. He read the following list of confirmations:

Cody Downs - Anchor age
Charl ette Lushin - Fairbanks
Alice B, Massie - Wasilla
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WIlliam A. Larick - Anchorage

Robert S. Morigeau - Anchorage

Debra G Norum - Fairbanks

Jeffrey P. Pruss - Fairbanks North Star Borough
H. Bardi e Scarbrough - Anchorage

Dam an J. Thonmas - Fairbanks North Star Borough
Robert C. Weel - Anchorage

Dennis S. N ederneyer - King Sal non
Les A. Cronk - Ketchi kan
Alfred L. Tamagni, Sr. - Anchorage

1: 33: 46 PM
SENATOR ELLI S arri ved.

1:33:57 PM

SENATOR SEEKINS noved to forward the list of nanes to the Senate
to consider for confirmation. There were no objections and it
was so ordered.

SB 307- LANDLORD REMEDI ES; LATE FEE

CHAI R CON BUNDE announced SB 307 to be up for consideration. He
recapped that going to a seven-day notice would allow people to
be a nonth late on their rent. Going to a 10-day notice would
allow themto be evicted if they were late nore than twice in a
year .

ED SNI FFEN, Division of Consunmer Protection, Departnment of Law
(DAL), explained under the current bill, if a tenant is late on
his rent, the landlord can issue a seven-day Notice to Quit and
if the tenant cures the problem he is not evicted. But if the
tenant repeats that offense within so many nonths, the |andlord
can give a shorter notice period before evicting the tenant.

CHAIR BUNDE said the goal of the bill was to consolidate the
late fee notice and the notice for nonpaynent of rent to seven
days before an eviction process wuld start. H's question was,
t hough, why not go to 10 days because he has been led to believe
that a tenant can violate a late fee twice in a six-nonth period
before he is liable for the eviction process.

CHAI R BUNDE asked M. Sniffen to relate general concerns.
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MR. SNI FFEN said the Departnent of Law did not take a position
on this bill, but he explained that it would allow Iandlords to
evict tenants for not paying late fees just as if they had
failed to pay rent. Currently, a different notice is required
for failure to pay late fees and other charges and the standard
of review applied by the court in determ ning whether to evict
soneone for failing to pay those fees is different.

The court nust decide whether or not the failure to
pay those fees constitutes a material breach of the
rental agreenent. Whereas, if you have tentative fai
to pay rent — rent is sort of separated out from all
the other fees and charges and when a court is faced
wth a situation where a tenant has failed to pay rent
and is deciding whether an eviction wuld be
appropriate, the Jlandlord sinply needs to submt
evidence that rent wasn't paid and there were no
defenses and then eviction can follow There are
different standards of review, so to speak, that a
court engages in when reviewwng a failure to pay rent
versus a failure to pay a late fee.

And what this legislation would do is it would conbi ne
those into a streamined procedure as the proponents
have advocated that would allow the landlords to issue
one notice that would include not only the late rent,
but whatever late fees could be associated with that
rent and then a court would decide if that conbined
fee wasn’t paid, whether or not eviction would be
appropriate. The court would not need to engage in the
analysis to determine whether that constitutes a

mat erial breach of the rental agreenment - because the
|ate fees would be essentially rolled into the rental
anmount .

CHAIR BUNDE asked if nonpaynent of late fees was a material
breach of the contract.

MR. SNI FFEN replied yes.

1:40: 53 PM

SENATOR SEEKINS commented that he |I|iked streamining the
process, but he had a problem with nonpaynment of l|ate fees
constituting a material breach.

SENATOR JOHNNY ELLIS asked if landlords wanted to include other
fees were in one notice.
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MR. SNI FFEN replied that AS 34.03.220(a)(2) doesn't actually use
the term “late fee” when it discussed the 10-day notice that is
required to evict sonebody for failure to pay it. It says
essentially anything else owed to the landlord that is not rent
falls under the 10-day notice period and before an eviction can
occur for non-paynent of any of those other charges, the court
needs to determne that constitutes a material breach of the
rental agreenent.

1:44: 13 PM

SENATOR SEEKINS referenced page 2 of M. Sniffen's letter where
it said the court is not required to consider whether the late
fee is reasonable and he asked if any statute puts a cap on what
a late fee can be.

MR. SNIFFEN replied that he didn't know of such a statute, but
per haps sonme comon |aw or consuner protection principles could
be applied to some conpletely outrageous and unreasonable |ate
fees. Essentially the late fee needs to be reasonably related to
the costs of having to pursue |ate rent.

SENATOR SEEKINS asked if that would be a different type of an
action from an eviction and the court would be required to
consi der whether or not that |ate fee was reasonabl e.

MR SNIFFEN replied that was correct. He said that current
practice anong the judiciary is uneven.

CHAIR BUNDE asked if a tenant were late in paying his $1,000
rent that was due on the first of the nonth, did it accrue a
|ate fee beginning at the first of the nmonth and he then has
seven days in which to pay his rent and three nore days in which
to pay the late fee — or did the late fee begin 10 days after
t he seven-day peri od.

1:47:32 PM

BOB MAIER, Executive Director, Al aska Mnufactured Housing
Association, replied that generally rent is due on the first of
the nonth and then there is usually a 10-day grace period. After
the end of that grace period, the |ate fee would be assessed. As
it stands now, the landlord has to hang a seven-day notice for
the rent and a separate 10-day notice for the late fee. This
requires two separate court actions. He said that the question
had cone up about putting both on a 10-day notice, but rules are
different for a seven-day notice than for a 10-day notice. A 10-
day notice has a six-nmonth re-occursion provision. In other
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words, if the tenant does not pay a late fee two or three tines,
he could be evicted if one 10-day notice was used for both rent
and late fees. On a seven-day notice, this re-occurrence
provi sion does not fall into play. The tenant can re-offend each
and every nmonth. As long as the tenant cures within the seven
days, he is fine. Wth SB 307, the question has cone up that
including the late fee on the eviction notice would allow a
judge to evict for both rent and late fee, but he clainmed that
SB 307 sinply allows the conmmunication process to inprove
between the | andlord and the tenant.

MR. MAIER said that many businesses already follow this process.
Furt her, he said:

If the tenant came up after that period and said,
‘Hey, |’ve got the $500, but | don’t have the $50 |late
fee, no landlord is going to go through the whole
process of having to turn their apartnment, go to court
— it’s $435 now for a FED that the court awards — it
costs the landlord - take the tinme to get the tenant
out — go in and have to clean the apartnment up and
then re-rent it. Now, that’'s where the rubber neets
the road. The landlord will not go through the process
just to collect the late fee. He'll wait for it.

The question has cone up now the judge can legally
evict for the late fee if you go to a seven-day notice
— that it would be included as rent. Well, the sane
t hi ng happens, | think, as Ed Sniffen referred to, the
District Court is sort of the wild, wild, west of the
judicial system The judges have a wde array of
deci sions that they <can nmake and they don't
necessarily always stick to the letter of the [|aw
|’ ve been to two or three hundreds of these FEDs and |
have never seen a judge ever evict for a late fee.

1:51:58 PM
CHAI R BUNDE asked if the landlord has to go to court to get a
| egal docunent to “hang a notice to quit.”

MR. MAI ER expl ained that after a 10-day grace period, |andlords
can hang a seven-day notice to quit. The clerk of the court has
a standard form to use. Under current law, a l|andlord hangs a
10-day notice at the same tinme as the late fee. He is dealing
with two different pieces of paper - with tw different anounts
of nmoney with two different dates due - at the sanme tine. He
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said the Nakanoto deci sion was made in 2002 and he wants the | aw
to go back to what it was before that decision

GORI UNE DUDUKGE AN, Staff Attorney, Al aska Legal Services, said
he worked on the Nakanoto decision and agreed with M. Sniffen
that SB 307 makes nonpaynent of |ate fees a material breach by
definition. That neans that no matter how big or small the late
fee is, if a tenant has paid all the rents due, but not the |ate
fee, the landlord can have him evicted after 48 hours. He
disagree with M. WMier that the current law requires two
separate court actions. That's sinply not the case. There is
nothing to keep landlords from conmbining the two notices into a
single action and proceeding under both of them in an eviction
case. He explained that SB 307 gives landlords the right to take
a tenant to court and have them evicted if he hasn’'t paid his
| ate fees.

1:56: 58 PM

MR. DUDUKGE AN also said that in streamlining the process for
| andl ords, they mght create sone unintended consequences for
both landlords and the court system Now it's easy for a
landlord to conply with the law. If he ends up in court and the
judge determines the late rent has not been paid, the judge's
hands are tied and the person has to be evicted. If the notice
starts to include late fees, then tenant advocates |ike hinself
will have only one defense — to challenge the reasonabl eness of
the late fee. This would convert a five or ten mnute hearing
into a half hour hearing so the court could determne what is
reasonabl e.

He firmy stood behind the Nakanoto decision. The principle
behind it is that eviction is a very harsh renedy. It nakes
people honeless and famlies with children have to nobve. The
Nakanot o decision said because eviction is so harsh, it should
be limted to the nost major breaches - |ike nonpaynment of rent
or bothering other tenants. It shouldn’t be used for things |ike
|ate fees or parking fees or fines. This |aw doesn't make it any
easier to evict a tenant. He said that studies show that tenants
|l ose in court about 90 percent of the tine even if they have a
| awyer. The whol e reason behind the Landlord Tenant Act was to
make nore of a |level playing field between | andlords and tenants
and the Legislature doesn’'t have to nmake it any easier for
| andl ords to evict their tenants with a statistic like that.

1: 59: 52 PM

CHAI R BUNDE asked if this bill passes, all the potential tenant
| oses is three days.
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MR. DUDUKGA AN replied that nore than just three days is at
stake. The seven-day notice is automatic and wth a 10-day
notice you have to prove that the breach was a material one that
should lead to eviction. Now a tenant can argue whether a late
fee is material.

2:02:23 PM

SENATOR SEEKINS said it seens that low incone folks are really
the nost likely to be late on a rental paynment and a |andlord
who has no limt on reasonableness of a late fee can count on
exponentially increasing his rental incone by charging an
exorbitant late fee with the threat of eviction. He said he
would like to hold on to the bill and examne its consequences
further.

2:04:20 PM

CHAI R BUNDE announced that he would hold SB 307 until Thursday.

2:05: 11 PM
SB 300- MOTOR VEHI CLE NEGATI VE EQUI TY/ CONTRACTS

CHAI R BUNDE announced SB 300 to be up for consideration.

SENATOR RALPH SEEKI NS, sponsor of SB 300, noved to adopt CSSB
300, version G

CHAI R BUNDE obj ected for an expl anati on.

SENATOR SEEKI NS explained that the National Autonobile Dealer
Association and the American Association of Aut onobi | e
Manuf acturers picked up language in one nore section of AS
45.10.030(a) that needed to be changed for consistency and he
noted the change was on page 2 of the bill.

CHAI R BUNDE renoved his objection.

ED SN FFEN, Assistant Attorney General, Departnment of Law,
agreed with Senator Seekins that the change in the CS was needed
to nmake the statute consistent and said the departnment had no
objection to that.

2:07:17 PM

SENATOR SEEKINS noved to report CSSB 300(L&C), version G from
commttee wth individual reconmendat i ons. Senators Ellis,
Davis, Seekins and Chair Bunde voted yea; and CSSB 300(L&C)
noved out of comm ttee.
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2:08: 31 PM at ease 2:11:58 PM
SB 309- CONSTR. TRAI NI NG GRANT; UNEMPLOYMENT COVP.

CHAI R CON BUNDE announced SB 309 to be up for consideration.

SENATOR GENE THERRI AULT, sponsor of SB 309, said the Departnent
of Labor requested a commttee substitute that would correct
sonme technical issues.

SENATOR RALPH SEEKI NS noved to adopt CSSB 309, version I, as the
wor ki ng docunent. There were no objections and it was so
or der ed.

SENATOR GENE THERRI AULT expl ai ned that |anguage on page 2, line
1, “The anpunt collected in this subsection is in addition to
the anount collected under AS 23.15.835” was del eted because it
was unnecessary. “Interest and penalties” was also deleted on
the sane page and a reference to paragraph (a) was added.

He made the foll owi ng conments:

This legislation responds to an upcom ng opportunity
to train residents to fill thousands of high-paying
jobs that would be created in the construction of the
gas pipeline and other growi ng construction needs by
providing a stable stream of revenue subject to
| egi sl ative appropriation to t he Al aska  Wbrks
Partnership Inc. for both training and increasing
capacity of training facilities...

In 2005 there were nore than 20,000 individuals
enployed in the Alaska construction trades wth annua

i ncomes approaching $60,000 each. Unfortunately, one
in every five jobs or 20 percent of those being to
i ndi viduals who, according to the Permanent Fund
Dividend eligibility information, were recent arrivals
to the State of Alaska or tenporary residents of the
state. Also, with 45 percent of our resident workforce
bei ng over 45 years of age, the industry nust start to
renew its workforce with thousands of appropriately
trained workers. Wthout action on our part, these
hi gh-paying jobs will continue to attract workers from
other states and other countries. The Al aska Wrks
Partnership is a non-profit organizati on whose m ssion
is to increase resident hire in the construction
trades.
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The funding proposed in this bill wll [|everage
i ndustry investnent in training facilities and
equi pnent to build private sector training capacity
and increase industry capability for sustaining
training into the future. Mire that 90 percent of the
wor kers that Alaska Wrks Partnership trains are not
menbers of a union. The mgjority of the workers that
Al aska Works Partnership places in jobs go to work for
non- uni on enpl oyers.

The legislation is intended to divert one-tenth of 1
percent of the current enployee contributions to a new
hol di ng account for appropriation each year by the
Legislature. The estimated incone of the account is
projected to be roughly $5 mllion per vyear. Wth
i ncreased payroll within the state, the Departnent of
Labor has projected that it is highly unlikely that
this small percentage diversion will cause an increase
in the overall wunenploynent rates that are insurance
rates. As we grow the base, the 1 percent should not
trigger any change in the rates that are charged. This
legislation is slated to sunset in six years and
requi res annual reporting on performance standards.

As we work through the conmttee process, | ask
menbers to consider placing a priority on training of
resident Alaskans to get the benefit from increasing

heavy construction, hi ghway constructi on, gener al
construction and certainly construction that would
take place on the oil line. In addition, | believe we

want to certainly be taking a |onger |ook not at just
the construction jobs associated wth taking that
resource to market, but also the |egacy jobs that
would be left over in operating and maintaining
facilities....

2:18: 22 PM
SENATOR THERRI AULT related that part of the problem wth
training workers is that enployers are needed who are willing to

take on the new trainee and pair himwth a journeyman - and the
salary has to be paid. He said the commttee mght hear a
suggestion that if there is some way to assist enployers in
actually bringing in the trainee and getting them up to speed

that m ght be a conponent of the overall training nmechani smthat
is mssing right now - especially if ~construction of the
pi pel i ne ranps up
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2:19: 35 PM
CHAI R BUNDE heard concerns that SB 309 is aimed at filtering
wor kers into union jobs.

SENATOR THERRI AULT responded that there is no requirenent that
trainees be in a union and it was not his intent to do so.

2:21:35 PM
CHAI R BUNDE asked why the tax is placed on the enployee only,
since both enpl oyers and enpl oyees woul d benefit.

SENATOR THERRI AULT replied that that concept is patterned after
revenue generating nechanism that is used to fund existing STEP
and University progranms, as well as others. He just copied what
was already in state | aw

2:23: 03 PM

COWM SSI ONER GREG O CLARAY, Departnent of Labor and Wrkforce
Devel opnent (DOLWD), testified that 90 percent Al aska hire was
one of the Governor's goals across the board in all industries
in Al aska. However, the only statutory authority that exists to
require that is in public construction. He is just bel ow neeting
that standard on a consistent basis, but he admtted that
construction workers would always have to be inported if
approaches li ke Senator Therriault’s were not adopted.

He said that the existing STEP program cannot shoul der the
entire burden of training Al aska s construction workforce to

meet industry demands over the next six years and still be
poised to capture a nmgjority of the pipeline jobs if that
proj ect goes forward. Enornous nunber of people will be required

to build the pipeline — 400 — 500 pipefitters and wel ders, 1,900
— 2,300 equi pnent operators, 2,000 — 2,500 truck drivers, 1,200
— 1,600 Ilaborers including welders helpers, 400 - 500
supervisory positions and another 900 - 1,000 construction
i nspectors, canp enployees and catering personnel, electricians
and ironworkers — for a total of 6,900 — 8,600 workers.

The Departnent and the construction industry spent two years
exam ning and developing a construction plan to deal with the
wor kf orce needs of Alaska's construction industry. A copy of
that report was provided to the nenbers. He reiterated that this
particular bill would enable the state to neet that demand.

2:26:41 PM
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COWMWM SSI ONER O CLARAY said that this year the Departnent is
initiating a pilot project with the Anchorage school district to
train 100 - 200 construction workers that wll enter the
residential construction field, primarily as honebuilders. This
approach has a lot of support and requires about $1 nillion
initially. This funding stream would neet sone of those needs in
addition to upgrading capacity for training workers.

He said the reason he supports this bill and the use of Al aska
Wrks Partnership as the main vehicle for training workers is
because it already does the best job; it has the highest

performance of every grantee on a consistent basis. G aduates
from those training prograns are placed between 88 and 90
percent in alnost every field of endeavor.

2:28:15 PM

Only two states tax workers for a portion of unenploynent
i nsurance benefits, Alaska and New Jersey, and this is proper
use of that noney. It reduces unenploynent and increases their
earni ng power by noving themup the | adder.

2:28:47 PM
CHAI R BUNDE asked his thoughts on recruiting people for this
trai ni ng aski ng:

W have the demand from the enployer side. Are you
aware if there is a denmand from the potential enployee
side? Wien we nake these services avail able, are young
peopl e going to take advantage of thenf

COW SSI ONER O CLARAY replied that he has had conversations with
a lot of young people, educators and parents. This year wth
sonme federal grant noney, the Departnment initiated career guides
into K12 schools who woul d hel p young peopl e make career choices
working with their hands. This is having “trenmendous success.”
He said that when kids |eave school the nost inportant thing is
to have a good work ethic.

2:31:09 PM
CHAI R BUNDE asked if he anticipated TAPS cl osed-shop attitudes,
primarily in welding, for the building of the gas pipeline.

2:31: 37 PM

COW SSI ONER O CLARAY said he has seen the language in the
current gas line contract and he believed it is better than what
was in the TAPS agreenent. Al askans are poised to at |east get a
first shot at the jobs.
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2.32:02 PM
SENATOR SEEKI NS asked where all those people would cone from

COW SSIONER O CLARAY replied primarily out of Alaska s K12
systens - maybe those who are dropping out of high school and
from rural Alaska. That is the largest concentration of new
wor ker s.

SENATOR SEEKINS asked if he anticipated recruitnent from people
who are already in the work force.

COWM SSI ONER O CLARAY replied, “Absolutely.” The |ast study he
saw said that young people nowadays change careers over 10
tinmes.

SENATOR SEEKINS said there was a terrible strain on enployers to
fill the positions created when their workers go to work on the
pi peline and he asked what was being thought of for those
enpl oyers.

COWM SSI ONER O CLARAY replied that his overall strategy has been
to do both. That is why creating this new funding stream
focusing on construction would free up additional investnents he
isS now using in the STEP programto train replacenment workers to
fill the vacuum of other types of classifications across the
board. There would be a gradual build up over the next six
years, which he thought would stem the flow of the vacuum that
be created in resident workers as it was during building of the
TAPS.

2:34: 22 PM

SENATOR THERRI AULT asked how small enployers could be helped to
pick up paying the extra salary, because that seened to be part
of the bottl eneck now.

COWM SSI ONER O CLARAY replied that, while successful progranms
exi st, enployers and contractors needed to make nore room for
apprentices. The construction trades have already noved toward
doubling the nunber of apprentices that they interview and take
in to their various prograns to meet the ongoing demand. The
construction industry sel dom uses wage.

2:36: 56 PM

SENATOR SEEKI NS said he was surprised to find that 35 years old
the average hiring age for a teacher in Fairbanks. He asked what
age group would be attracted to this type of training program
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COM SSIONER O CLARAY said he would provide him wth that
information, but wanted to neke a last point. The enployers
working with the STEP program and the Al aska Wrks Program are
providing a trenendous match in dollars to their grants. For
exanple, the Al aska Joint Electrical Apprenticeship and Training
Trust received a STEP grant in 2005 of $191,000; its match was
$490, 300. The Laborers Training Trust received a grant of
$292,000; its match as $538, 000.

2:39: 23 PM

M CHAEL SEXTON, Executive Director, Mechanical Contractors of
Fai rbanks and Mechanical Contractors of Al aska, supported SB
309. He said that training is the key to being successful in any
i ndustry. Good paying jobs and training go hand in hand and good
pay is essential for keeping young people in Al aska.

2:41: 07 PM

JIM LAITI, Business Mnager, Plunbers and Pipefitters Local 375,
Fai rbanks, said he also sits on the Wrkforce |Investnent Board.
He supported SB 309 saying that apprenticeships provide the
direct linkage to on-the-job experience. He encouraged them to
support the prograns that work and are already in place.

2:42: 55 PM

MAX M ELKE, Business Mnager, Plunbers and Pipefitters — Local
262, Juneau, supported SB 309. He said it is a fact that wunion
construction training prograns are unsurpassed and sone are
considered the best in the world. His contractors are on the
| eadi ng edge of new technology and innovative ways to get the
j ob done right and on tine.

MR. MELKE related how Local 262 saved every penny it could
until 2003 with the anticipation of sonme day having its own
training center. Before that, apprentices were always sent north
to either Anchorage or Fairbanks for training. In 2003, Loca
262 purchased a 6,000 ft. office and training facility and now
has a fully furnished state of the art training center. More
could be done with nore funding. He said that each nenber pays
$1.40 per hour for training. He said the Juneau shop could be a
hub to serve Sout heast Al aska.

2:45: 22 PM

BRET HELMS, Training Director, Plunbers and Pipefitters, Local
375, Fairbanks, supported SB 309 and said that he strongly
supported the training provided by jointly managed trade
apprenticeships. They provide a majority of the training in the
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construction trade industry. He said he expects to enroll 150
nore apprentices in his program over the next six years to
supply the increased demand fromits contractors. The Departnent
of Labor and W rkforce Developnent projects a 17 percent
increase by 2012 in the plunbing and pipefitting field. This
increase would only supply the current industry and does not
reflect the future gas |line. Local 375 s «current training
facility has two classroons and a small shop area, but it wll
not be adequate for its future training demands.

M KE ANDREWS, Director, Alaska Wrks Partnership Inc. (AW),
supported SB 309 and talked further about the extrene shortage
of Alaskan workers. State figures show 20,000 construction
wor kers averaged about $59,000 in wages |ast year. Those sane

figures predict a shortage of at least 1,000 workers to fill new
jobs. If that threshold goes up to 90 percent, Al aska needs
another 2,000 workers. Replacing retiring workers will require

another 7,000 to 8,000 workers — just to have a stable resident
construction workforce before consideration of a pipeline.

MR. ANDREWS said that training and placenent services are needed
especially in rural Alaska and that’s one of the main reasons
Al aska Wrks Partnership, Inc. was formed in 1986. It was
designed to <connect all trade wunions and their jointly
adm ni stered apprenticeship training prograns into one system
that would reached out across Alaska regardless of union
affiliation or nenbership. |Its prograns have been proving
effective in noving resident Al askans into construction jobs. In
the past five years it has helped 1,000 residents becone
enpl oyed in construction - with a 68 percent retention rate.

2:51:57 PM

MR. ANDREWS said AW had developed the Rural Apprenticeship
Qutreach Program a wonen operating in the trades program a
bui | di ng mai ntenance repair program helnets to hardhats program
and pipeline training in Fairbanks that trains hundreds of
peopl e every year.

MR. ANDREWS explained that the reason the jointly adm nistered
prograns are effective 1is because they have 21 trade
apprenticeship prograns, 1,600 apprentices that are registered
with the federal governnment today or about 80 percent of the
trade apprentices in the State of Alaska. They have doubl ed that
in the last five years. A 2005 capacity survey indicated that
wor kers and enployers contributed over $9 mllion to industry
training through their trust funds. He said that some of their
trainees end up in a union, but that is their choice.
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He recapped that this year AW has 125 building maintenance
repair apprentices building affordable housing in rural Al aska
and it trained over 100 persons for the Al aska Native Tribal
Heal t h Consortium on Force Account projects building clinics and
village safe water projects in rural Alaska. It will help 120
hi gh school vyouth through its construction academes and he
anticipates helping 70 veterans and 70 rural apprentices to get
enpl oynent this year.

2:54: 33 PM

Regardi ng Senator Seekins’ question about denographics, M.
Andrews said that primarily the age group of 22 to 24 years is
really interested in construction. However, younger people are
becom ng interested because of the opportunities that are com ng
up and the high wages. They also never knew about these
opportunities, which are not nentioned in the high schools.

An apprentice is hired for about half of the going rate. As they
advance they get paid nore. However, there are job-training
prograns that will subsidize the worker’s wages if they are in a
regi stered apprenticeship program AW connects its trainees
with 780 enployers who contribute to the prograns and who hire
apprentices. They are not asking for any incentives even though
they are avail abl e.

2:57:37 PM

JOHN BI TNEY, Al aska State Honebuil ders Association, supported SB
309. He said there is a need for these types of workers in the
residential construction industry today. H's organization found
it could place 90 people on job sites during a very short tine
period. So, he didn't anticipate needing a wage subsi dy.

2:59:29 PM

M KE GALLAGHAR, Busi ness Manager and Secretary/ Treasurer,
Laborers Local 341, said he is also a trustee for the Al aska
Laborers Training and Apprenticeship Program He supported SB
309. In 2005 Local 341 trained over 2,000 construction workers
and new apprentices and upgraded journeyman skills. 1t spent
$1.25 mllion on training and this year it expects to increase
funding by 25 percent. This is noney comng directly from
enpl oyer and enployee contributions. Local 341 trains in
Anchorage, Fairbanks, Valdez, Southeast Alaska, Kodiak and
Kenai .

3:00: 55 PM
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REBECCA LOGAN, President, Associated Builders and Contractors of
Al aska, supported the intent behind SB 309, but didn't like the
way it disbursed training funds. The first reason she opposed
t he disbursenment nmethod is because it puts noney into the hands
of trainers, which at first glance appears to be a reasonable
pl ace to deposit training funds. But the real resolution to the
problem of a huge skilled |abor shortage in the construction
industry is apprenticeship. Apprenticeship is a relationship
between the apprentice, the enployer and the trainer. She
expl ai ned further:

In that relationship, it is the enployer and only the
enpl oyer who has the ability to increase the nunbers
of people being trained. |f enployers don't agree to
hire apprentices, new workers will not be trained and
yet every plan put forth to address this issue ignores
the enployers or worse. At the beginning of this year,
Governor Murkowski signed an administrative order that
attenpted to require enployers to hire apprentices on
state jobs. On the recommendation of the State
Attorney General, the language was toned down to
suggest that they hire apprentices.

Wiy  not give enployers an incentive to  hire
apprentices? Enployers |ose noney when they commt to
hire an apprentice. They take on a new person wth
little or no skill and begin to train them The
production from the apprentice is low and in addition

a journeynman is used to instruct the apprentice, which
can result in less production from an experienced
worker as they take on the roll of trainer. As the
apprentice progresses, this changes, but the initial
investment is a loss for the enployer. If we truly
want to address the skilled |abor shortage in Al aska
by increasing the nunber of apprentices, we nust
encourage nore enployers to hire apprentices. This
grant could be wused as a financial incentive that
would lead nore enployers to beconme involved in
apprentice training.

I appreciate what Mke Andrews said about the
incentive already existing in that when you hire an
apprentice, they are paid a |lower wage. That has not
done it. Enployers are still not willing to take on an
apprentice. | would guess that the unions would agree
with that as they are the ones who requested from the
Governor, the admnistrative order to try to force
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people to take apprentices on. The |lower wage is not
enough to incentivize enployers to take on an
apprenti ce.

M5. LOGAN said the second problem she saw with the proposed
distribution nmethod through the Departnent of Labor and
Wor kf orce Devel opnent to the Al aska Wirks Partnership is that a
non-profit agency represents the building construction trade
unions and their federally registered apprenticeship prograns.
But, Bureau of Labor statistics from 2005 indicate that only 30
percent of Alaska' s construction workforce was represented by
organi zed | abor. She asked, “Are we really going to take npney
for Alaska’s workers, nobst of whom do not belong to a union and
give those funds to a non-profit that only supports wunion
trai ni ng prograns?”

M5. LOGAN said that M. Andrews also nentioned that nost of
their training is of non-union workers and she agreed, because
he doesn’t run an apprenticeship program but rather a pre-
apprenticeship training program whose people are steered toward
the unions. Last year her apprenticeship program received 800
applications and not one of them cane from the pre-
apprenticeship programthat AW ran. Further she said:

As recently as 10 days ago, the Al aska Wrks website
listed communities in Alaska and the nunbers of
wor kers available in those comunities. The same page
indicated that only enployers signatory to a union
could access those workers. That page no |onger
appears on the website, but I'"m quite sure that that
phi | osophy has not di sappear ed.

Limting training funds to such a group greatly limts
the nunber of people who can be trained for jobs in
the industry and again be trained for apprenticeship
jobs in the industry. And it’s not the best use of
trai ning funds.

| t is also discrimnatory legislation and not
responsible legislation. | strongly suggest that you
anmend SB 309 to put training resources in the hands of
those who can actually increase the nunber of people
that are being trained through apprentice programs -
the enployers. | would also suggest that you anmend SB
309 to insure that any funds taken for this grant are
distributed equally between the union and nonunion
wor kf or ce
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3:05: 58 PM

CLI CK Bl SHOP, Apprenticeship Coordi nator, Al aska Operating
Engi neers Training Trust, supported SB 309. He related how he
met with the Governor and industry people last year about
manpower needs in the state. At that tinme, BP rolled out its
needs for the pipeline to be 600 side boom operators. He said
that’s too big a bite for any one entity to take on by itself
and he thought industry, |labor and government should cone up
with a way to do it together.

He related how he went to Caterpillar’s proving grounds in
Tucson a week ago to preview and operate the next generation of
pipe layers. Over 100 other contractor representatives were
there from the Lower 48 and other countries around the globe
The main consensus of that group was that there is not enough
skilled people and not enough equipnent. At the end of the
denmonstration, a Caterpillar representative asked him if he
could help with pipeline training. He concluded that:

It’s the prudent thing to do for us to step forward
here with SB 309 - all of us here at the table - to
nove forward to neet the needs in the upcom ng years
for the shortage of skilled workers.

MR. BISHOP related that he has an average of 500 people pick up
applications every year — about 260 cone back conpleted. “W’ve
got the people here. W just need to train ‘“em”

CHARLES JURCGENS, District 7 Representative, Operating Engineers,
Fai rbanks, said he was also a trustee of the QOperating Engineers
and Enpl oyers Training Trust. He supported SB 309.

BOB MORI GEAU, Operating Engineers Local 302, Fairbanks, also
supported SB 309. He said, “This is something that is needed for
all classes of the trades.” He especially supported Comm ssioner
Odaray’'s commtnment to 90 percent Alaska hire. He al so thanked
Governor Murkowski for signing Adm nistrative Oder 226 that
required 15 percent of heavy equipnment hours be perforned by
regi stered apprentices or trainees. He related that he has
approximately 150 apprentices in his program in Al aska. Between
Al aska and Washington the nunber is at 300. Thirty to forty
trainees are presently being trained at its apprenticeship

school in Palnmer and the school has an abundant amount of
applicants every year. Unfortunately, many of those have to be
turned away because they don’t have the positions to fill every

year. Training is only half of the problem putting them on the

SENATE L& C COW TTEE -22- March 28, 2006



job so that they are not sitting at home after being trained is
the other half of it.

SENATOR THERRI AULT asked if he was turning away people for his
apprenticeshi p program

MR. MORIGEAU replied that Local 302 only trains the nunber of
people it thinks it can put to work.

3:16: 00 PM

VINCE BELTRAM, Statewide Training Director, Alaska Joint
El ectrical Apprenticeship and Training Trust, said his program
is a joint |abor/nmanagenent trust and is one of the |argest and
nmost successful training prograns in the state and has existed
since the md-1950s. It enjoys a better than 90 percent
conpletion record and is a 100 percent Alaska hire operation.
The Trust has over 400 apprentices registered in various
classifications of the electrical industry from electricians to
power |inenen, telecomunications workers and power plant
oper ators. In addition, it trained over 800 in journey-Ileve

upgrade classes last year. Mre that 100 enployers statew de
contributed nearly $2 mllion last year to its program

MR. BELTRAM explained that its apprentices receive 8,000 hours
of on-the-job training and a mninum of 280 hours per year of
instructor-lead curriculum The teachers are journey |evel
workers who regularly attend annual training at the University
of Tennessee. Many have several years of nanagenent experience
in the trade. The Trust has two state-of-the-art training
facilities in Anchorage and Fairbanks. It invested $2.3 million
to construct a new training facility in Anchorage in 2000 and is
doubling the Fairbanks facility — all w thout any public funding
assi st ance.

He supported SB 309 because it would insure that the Trust is
better able to serve the needs of the state by expanding its
ability to train even nore workers to be prepared to deal wth
the increased construction activity in the state as well as to
further augnment an agi ng construction workforce.

MR. BELTRAM said if there were any anmendnents to this bill, he
would like to see distribution of funds not be based on union or
nonuni on status, but on neasured performance and the investnent
that has been made in the industry.

3:19:12 PM
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DAVE McCLURE, Executive Director, Bristol Bay Housing Authority,
said he is also Chairnman of the Board for the Southwest Al aska
Voc-Ed Center that is located on the King Sal non Air Force Base.
He totally supported SB 309. His partnership with Al aska Wrks
is strong and the training has provided opportunities to over
100 individuals to nove out of the economcally troubled fishery
to new enploynent opportunities statewide. He nentioned that
Bristol Bay is a nonunion enpl oyer.

3:20:39 PM

CHAI R BUNDE renenbered the old student |oan program where the
noney went to the education provider and then the students who
were rather divorced fromthe process and it wasn't inportant if
t hey showed up or not - the trainer just collected the noney and
had little concern about the future enployability of the
trai nee. He asked Senator Therriault if he had given thought to
creating sonething |ike a voucher program where the noney went
with the student. The there nmight be sonme incentive for himto
stay in the program

SENATOR THERRI AULT i ndi cated that he woul d consi der that idea.

CHAIR BUNDE said he would set this bill aside for a |ater
heari ng.

SENATOR THERRIAULT wanted a list of trades that needed
prof essional training, because he hears fromtrainers that there
is alimtation on where to put trainees.

There being no further business to cone before the conmttee
Chair Bunde adjourned the neeting at 3:23:31 PM
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