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3:20:31 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing

Commttee neeting to order at 3:20 p.m Represent ati ves
Josephson, Herron, MIlett, Reinbold, and O son were present at
the call to order. Representative Saddler arrived as the

meeti ng was in progress.

HB 62- ELECTRI C/ TELEPHONE COOPS: BOARD TERMS

3:20: 54 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 62, "An Act relating to the term of office of
directors of telephone or electric cooperatives."

3:21:11 PM

FORREST WOLFE, Staff, Representative Bob Lynn, Al aska State
Legi slature, on behalf of Representative Bob Lynn, stated that
HB 62 would extend the length of term for board of directors of
certain electric and tel ephone cooperatives. The current |ength
of time for terns is up to three years and the bill would change
it to a four-year term he said.

3:21: 54 PM

PH L STEYER, Director, Governnment Relations and Corporate
Communi cati ons, Chugach El ectric Association, Inc. (CEA), stated
that CEA sought this change to provide additional stability and
also to allow board nenbers to use their expertise and technica
ability to assist the technical organizations. He said the
CEA' s board has al so reached out to other cooperatives to ensure
support for this change. He related the bill is permssive in
nature and rmakes a provision to allow for changes in the length
of the board term but in order for an organization, such as
CEA, to make any change the organization would also need to
change its bylaws. Thus the process is a two-step process that
woul d require convincing the CEA s nenbership of the necessity
for a bylaw change. This bill would seek step one, the
statutory change, he said.

3:23: 23 PM

CHAIR OLSON related the conpanion bill to HB 62 will be before
the comm ttee on Monday.
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REPRESENTATI VE HERRON asked if there is any known opposition on
HB 62.

MR. STEYER answer ed no.
3:24: 04 PM

REPRESENTATI VE SADDLER asked whether any specific boards of
utility or tel ephone cooperatives are waiting to nake changes.

MR. STEYER said the only board specifically interested in
pursuing the changes is the CEA. The bill was discussed at the
| ast Al aska Power Association (APA) neeting, which is the
statewide trade association for electric cooperative neeting
staggered terns would allow for sone flexibility for elections.
Additionally, a fair anobunt of discussion was held at the |ast
CEA manager's neeting about the bill since staggered terns would
allow some flexibility in how elections are held. He
characterized the discussion as philosophical in nature rather
than intent.

3:25: 20 PM

CHAIR OLSON reiterated that the conpanion bill would be heard on
Monday.

3:25: 36 PM
The committee took an at-ease from3:25 p.m to 3:27 p.m

Overvi ew, Departnent of Labor & Wbrkforce Devel opnent

3:27:12 PM

CHAI R OLSON announced that the final order of business would be
an Overview, Departnent of Labor & Workforce Devel opnent.

3:27:15 PM

DI ANNE BLUMER, Commi ssioner, Departnent of Labor & W rkforce
Devel opnment (DLWD), introduced sonme of her staff present at the
hearing, including Geg Cashen, Assistant Conmm ssioner; Paloma
Har bour, Acting Director, Admi nistrative Services; Cheryl Wl sh

Director, of Vocational Rehabilitation; Jeff Selvey, Executive
director, Alaska Wrkforce Investnent Board; [Corine Celdhof,
Director, Division of Business Partnership]; and Fred Esposito,
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Di rector, Di vi si on of Al aska's Vocat i onal Institute of
Technol ogy (AVTEC) (via tel econference).

3:28:42 PM

COW SSIONER BLUMER outlined the DLMWD's mssion and core
services to provide safe and legal working conditions and to
advance the opportunities of enploynment [slide 2]. She said the
departnment is conprised of primarily three conponents: the
wor kf orce devel opnment conponent, the protect workers conponent,
and the inconme replacenent conponent.

3:29: 09 PM

COWM SSI ONER BLUMER referred to the DLW s organi zation chart
[slide 3]. She explained the departnent's organization chart is
split out by core services, which she identified: oversight,
i ncluding the conm ssioner's office and adm nistrative services;
the workforce developnent, including business partnership;
enpl oynent security i ncl udi ng wor kf orce devel opnent.
Additionally, she said the workforce devel opnment operates the
| abor exchange, including enploynment and training services, such
as Career Ready, Youth First, Foster Youth, Mture Al askans, and

Rapid Response services. She reported this group also
admnisters the individual training accounts and all basic
educati on.
3:30: 53 PM

COW SSI ONER BLUMER related the Alaska W rkforce Investnent
Board (AWB) provides policy oversight of state and federally
funded job training, the vocational education program the
career and technical education grant, the oil and gas training
pl an, the Alaska cast and crew advancenent program and the
energy section partnershinp. She stated the AWB is nade up of
busi ness and industry |eaders, wunion officials, and public
of ficials. She highlighted the Alaska Vocational Technical
Center (AVTEC) operates the adult vocational training center in
Seward, and an allied health canpus in Anchorage offering |ong-
term training and fifteen fields and a wide variety of short-
termtraining, as well. She reported the Division of Vocationa
Rehabilitation has tw conponents. She characterized the
wor kf orce devel opnent el enent as providing assistance to people
with disabilities to obtain and maintain enploynent. In 2012,
637 individuals exited the program successfully and were
enpl oyed for 90 days or longer, which is up fromthe 2011 figure
of 569, she reported.
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COWM SSI ONER BLUVER stated the lighter blue sections on the
slide represent the worker conponents, consisting of the Labor
St andards and Safety Division (LSSD) and Al aska Labor Rel ations
Agency (ALRA). She related that the LSSD provides enforcenent
training and nonitoring of |aws governing occupational safety
and health, wage and hour, child |abor, and safety of certain
mechani cal devices and hazardous substances. She also related
that the ALRA agency adm nisters the Public Enploynent Rel ations
Act and the |abor provisions of the Alaska Railroad Corporation

(ARRC) pertaining to collective bargaining. This agency also
oversees the enploynent act, including public bargaining for
public enpl oyers: the state, muni ci palities, bor oughs,

uni versities, school districts, and their enployees, she said

She highlighted the green colored areas on the slide pertain to
i ncone replacenent for those unable to work and this function
i ncludes the Enploynent Security division, which assesses and
coll ects wunenploynment insurance, and disburses unenploynent
benefits. She pointed out the Wrkers' Conpensation Division
adm ni sters the Alaska Wirkers' Conpensati on Act, t he
Fi shermen's Fund, and the Second Injury Fund. She described the
wor ker s’ conpensation function as aiding Alaskans wth
enpl oyment related injuries and illnesses. Finally, the
disability determnation is one other conponent of the DVR
whi ch she said she will not discuss today.

3:33:45 PM

COWM SSI ONER BLUMER then turned the committee's attention to the
DLWD s statewi de services [slide 4]. She pointed out the map
illustrates the 21 job centers - or one stops - three of which
are |located in Anchorage. She also pointed out the blue dots
represent the nine vocational rehabilitation centers and the
AVTEC, while the green dots represent the other prograns,
i ncl udi ng oversi ght and protect workers' functions.

COWM SSI ONER BLUMER, returning to the presentation, highlighted
the state and private partnerships necessary to acconplish the
| arge volune of services the DOW perfornms [slide 5]. She
stated the departnment has partnerships wth several state
agenci es, boards and conm ssions, and with the private sector to
aid it in its mssion. She offered to provide additional
information if the conmittee would I|ike nore detailed
i nformation.

3:35:16 PM
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BRYNN KEI TH, Acting Deputy Comm ssioner, Departnent of Labor &
Wor kf orce Devel opnent (DLWD), offered to provide information on
resources required to deliver the services Comm ssioner Bluner
nment i oned.

3:35: 55 PM

M5. KEITH reported the FY 2014 budget request is for $194,404.9
mllion, of which $98,778.8 nmillion is derived from federal
funding, $69,059.4 in general fund funding, and $26,566.7 in
other funding, primarily as receipts from other agencies - sone
of which are federal in origin [slide 6]. She referred to the
pie chart and reiterated the commi ssioner's comrent that the
wor kf orce devel opnent function is the departnent's |argest focus
area, noting 66 percent of the departnment's budget - over $127
mllion - is for workforce developnent functions. She
highlighted that $53,248.1 mllion is designated for incone
repl acenent progranms, such as unenploynent insurance, workers'
conpensation, and disability determ nation functions. The
Protect Wrkers program at $13,681.3 nillion represents about
seven percent of the DLWD s budget, she said.

3:36:46 PM

M5. KEITH reiterated the commssioner's focus on workforce
devel opnent [slide 7]. She highlighted that nunerous ways exi st
to address the departnment's workforce devel opnent, but the one
nost readily cones to mnd is the enploynent services the
department offers through its job service offices. She listed
the types of services job service provides, i ncl udi ng
counseling, adult basic education, and the |abor exchange which
connects workers and potential enployees. The departnent also
adm nisters adult basic education for Al askans. Regrettably,
the departnent often hears that nmany Al askans are not prepared
with the soft skills or foundational skills necessary to neeting
enpl oyers' needs; however, the adult basic education helps
bri dge that gap.

M5. KEITH said the departnent nust work effectively wth

enployers to acconplish its mssion, so developing and
mai nt ai ni ng busi ness partnerships provides an inportant key to
t hese services. She reiterated the comm ssioner's coments

about the Alaska Wrkforce |Investnent Board (AW B) by
enphasizing the AWB as a policy board provides oversight for
vocational and job training in Al aska. Much of what the DLWD
does hel ps provide career and technical educational training to
Al askans, which it acconplishes via the Alaska Vocationa
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Technical Center (AVIEC) in Seward, through grant funding for
regional training centers, and through private entities for
trai ni ng. Additionally, the departnent's DVR also hel ps nove
i ndi vidual s back to enploynent. In response to Representative
Saddl er, she said she was unsure of the per student adult
education cost, although she thought it was a small anount. She
suggested that Director Paul Dick should be able to address this
during his presentation today.

3:39:26 PM

M5. KEITH turned to Al aska's dynam c econony as a backdrop for
the departnment's mssion [slide 8]. She informed nenbers that
approxi mately 80,000 people nove in and out of the state of
Al aska. Al though the average enploynent is 330,000, Al aska
hires over 200,000 new workers, which she characterized as part

of the churning in the |abor market. She highlighted that
Al aska's job count is about 45,000 higher in July than in
January due to the seasonal econony in Al aska. In fact, Al aska
has the nobst seasonal econony in the U S., she reported. That
means the skill sets needed changes daily and also makes the
departnment's job conplex. In response to Representative

Rei nbol d, she agreed that Al aska has approxi mately 330, 000 jobs,
whi ch woul d be different fromworkers - an inportant distinction
- but the 200,000 figure represents the nunber of individuals

nmovi ng through the |abor narket. She explained the nunber of
jobs is a static point in time and represents the count of the
nunber of jobs that exist at a certain point. In further

response, she agreed the highest nunber of workers occurs in the
sumrer due to fishing, construction, and tourismactivities.

3:41: 44 PM

REPRESENTATI VE REINBOLD asked how many jobs in Alaska are
mlitary jobs.

M5. KEITH answered the departnment's figures do not cover the
uniformed mlitary, but the departnent does track civilian
mlitary and mlitary spouses. She offered to provide these
figures to the conmttee.

3:.42:26 PM
M5. KEITH turned to Alaska's skills msmatch, which helps
descri be what happens in Alaska's work force [slide 9]. Duri ng

2011, Al aska's labor surplus was 7.6 percent annual unenpl oynent
or 28,000 unenployed Al askans. She explained this figure was
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derived from the unenploynent figures and is due, in part, to
Al aska's seasonal econony. Additionally, the departnent also
assesses the |abor shortage, which is based on the nunber of
nonresi dents enployed in Al aska. In fact, in 2011 over 20
percent of Alaska's workers, or 83,488 individuals, were
nonr esi dent s. She acknowl edged that sone nonresidents work as
seasonal workers; however, sone also work year round in Al aska.

3:43: 46 PM

REPRESENTATI VE REI NBOLD asked for an explanation of the 20
percent | abor shortage figures. She asked whether Al aska is not
training individuals to take the jobs or if the Lower 48 workers
are nore highly trained.

M5. KEI TH responded that nmuch of the nonresident hire is related
to seafood processing, as well as tourismrelated jobs, but
nonresi dents al so hold sone year round hi gh-wage jobs. She said
t he departnent has determ ned the nonresident high wage job hire
is partially due to the skill set disadvantages. She concl uded
this illustrates a need for training and the state needs to
assess if it should provide nore training.

3:44:51 PM

CHAIR OLSON asked whether Alaska is losing a portion of its
skilled labor [to oil industry related jobs] in North Dakota
since numerous Al aska-based conpanies are working in North
Dakot a.

M5. KEITH agreed sone skilled craft have noved to the Lower 48
to take | obs. She said the departnent doesn't have a good way
to track that information, although it would |ike to do so.

CHAIR OLSON said he was unsure of how that could be tracked,
except anecdotally.

3:45: 30 PM

M5. KEITH, returning to the presentation, turned to Alaska's
dynamic |abor nmarket [slide 10]. She highlighted that a
prepared workforce requires car eer awar eness, ef fective,

training opportunities, and enployer-worker connections [slide
10] .

3:46: 21 PM
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VB. KEITH next turned to the final slide on workforce
devel opnment related to the training system at a glance [slide

11]. She explained that activities are listed in the |ower-left
on the slide. She characterized the DLWD' s partners in its
training system as being broad and very deep. She said, "In

general, the outconme data show that although there is work to be
done, we're doing a pretty decent job of actually getting
enpl oyees connected wi th enpl oyers.™

3:46:49 PM

M5. KEITH turned to Alaska's safety concerns and asked to shift
to another core service provided by the DLWD, which is the

Protect Workers function [slide 12]. The two charts listing
fatalities denonstrates the reason the department is interested
in worker safety. In fact, in 2011, Al aska had 38 fatalities,

she report ed. She directed attention to the first chart, which
shows the percentage of total fatalities in Al aska by type of
i ndustry, while the second chart shows the type of injuries per
100 workers. She said Alaska is different from other states due

to its econony. The industries that define Alaska s econony:
fishing, mning, construction, air transportation, construction
are high-hazard industries and occupations are high-risk
occupati ons. Still, Alaska has seen reductions in its
fatalities and the departnment continues to chip away at the
figures, she stated. While the figures are much larger than
desired, fatalities often involve multiple people, such as for
an airplane crash or when a fishing vessel capsizes. I n

conclusion, she said the bar is nmoving in the right direction
in part, due to the departnent's efforts to work wth and
educat e enpl oyers and workers to ensure safe workpl aces.

3:48: 53 PM

REPRESENTATI VE REI NBOLD expressed al arm over the high percentage
- 7.7 percent - of workplace injuries and illnesses that occurs
i n manuf acturi ng. She asked for clarification on the types of

manuf acturing occurs in Al aska.

M5. KEITH answered that manufacturing in Alaska is alnost
exclusively seafood related and typically would consist of cuts
and abrasi ons. In further response, she remarked that seafood
manufacturing i s not an obvi ous type of nmanufacturing.

CHAIR OLSON renmarked that the seafood industry leads fatalities
especially in conmercial fishing.
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M5. KEITH agreed. She clarified that fish harvesting fatalities
are tracked by the Departnent of Natural Resources (DNR) whereas
fish processor fatalities falls under the DLVD.

3:50: 39 PM

GREY M TCHELL, Director, Division of Labor Standards & Safety
(DLSS), Central Ofice, Departnment of Labor & Wbrkforce
Devel opment (DLWD), identified that the DLSS protects workers
t hrough four main conponents [slide 13]. He explained that the
wage and hour conponent handles the wage and child [abor |aw
enforcenent; the occupational and health conponent handles
wor kpl ace safety consultation and enforcenment, as does the

Al aska Safety Advisory Council. Finally, the nechanical
i nspection function handles the nechanical device inspection,
which includes boilers, el evat or s, el ectrical wor k, and
pl unbi ng. He pointed out the nechanical device inspection is

uni que since it includes both safety and worker safety aspects.

3:52:11 PM

MR. M TCHELL offered to highlight the performance in each of the
cat egori es. He referred to LSSD s funding breakdown by
conponent [slide 14]. He pointed out the pie chart depicting
the funding breakdown by conponent. He highlighted the

occupational safety and health as the Ilargest conponent,
i ncluding the occupational safety and health conponent as the
maj or conponent totaling 52.3 percent of the overall funding.
Second woul d be the mechanical inspection conponent, followed by
t he wage and hour conponent, and lastly, a small percentage, 1.1

percent, provided by the Safety Advisory Council. He directed
attention to the bottom of the slide, which |ists the nunber of
current positions. He reported that nost positions are field

i nspectors or investigators who spend substantial tinme outside
their offices perform ng tasks providing services to Al askans.

3:53: 05 PM

MR. M TCHELL turned to the Wage and Hour Adm nistration (VWHA)
[slide 15]. He highlighted the division's performance for FY
2012. He related the WHA conducted 14,870 enployer briefings.
He described this activity as outreach to assist enployers in
understanding the intricacies of the wage and hour | aws. He
reported that the departnment has found nost enployers want to do
the right thing. The WHA attributes the reduction in the
nunbers of wage clainms filed over the last ten years to the
enpl oyer briefings. Last year, 359 wage clains were resolved
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conpared to the nearly 600 clains ten years ago. He reported
the department collected $600,000 in unpaid wages on behal f of
Al aska's workers who filed wage clains. The WHA approved 7,857
and denied 96 youth work permts for workers under the ages of
17. He highlighted that the denials typically happen when
enpl oyers don't recognize the hazardous job activities. He
enphasi zed that the work permt denials not only protect youth
but also help enployers avoid violating the stricter federal

law, which also includes a penalty. He reported the WA
conducted 584 construction sites related to Al aska resident hire
and prevailing wage worksite inspection enforcenents. Last

year, the departnment collected $157,000 in prevailing wages for
Al aska's workers and issued approximately $70,000 in resident
hire penalties for Al aska hire violations. He estimated the
WHA's field work covers approximately 20 percent of public
construction projects funded with state doll ars.

3:56: 02 PM
REPRESENTATI VE REI NBOLD asked for clarification on the types of
violations related to the $70,000 in for Alaska resident hire

vi ol ations on public construction projects.

MR. M TCHELL explained that contractors can be penalized when
they fail to neet a 90 percent Al aska enploynent preference on

public construction projects. He expl ained these contractors
can be penalized an ambunt equal to the anmount of wages paid to
t he nonresident. The penalty anmount does not equal the anount

of the violation since in sone instances settlenment agreenents
further provide funding for training prograns so Al askans have

future opportunities. Essentially, the $70,000 represents the
anount of wages paid to nonresidents with sone proviso on public
construction projects. In further response, he said the total

nunber of violations ranged from 20-30 viol ati ons.
3:57: 55 PM

REPRESENTATI VE REINBOLD asked whether private construction
conpanies were fined since they did not neet the 90 percent
Alaska hire requirement even though skilled workers weren't
avai |l abl e.

MR. M TCHELL agreed. He el aborated that Al aska has a waiver
process enployers can use in cases in which the enployer can
denonstrate the conpany could not find qualified Al aska workers.
In instances in which contractors fail to go through the waiver
process, the departnment would assess a penalty; however, the
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department often works on settlenment agreements in instances in
which the contractor can provide solid proof that the work was
specialized and the contractor could not find qualified Al aska
wor ker s. He concluded that the departnment works to reduce or
elimnate penalties in instances in which a strong argunent
could be mde for nonresident hire. In response to
Representati ve Reinbold, he said the cases are not posted on the
departnent’'s website. He identified the Alaska hire penalty
statute: AS 36. 10. 150.

CHAI R OLSON asked whether it would be a deterrent to post the
vi ol ati ons.

MR. M TCHELL agreed it could be for contractors regularly doing
busi ness in Al aska since these contractors would not want their
conpani es |isted.

4:00: 27 PM

REPRESENTATI VE JOSEPHSON asked for clarification on local hire
preferences. He understood the local hire preference would only
apply on public projects and not to private projects.

MR. M TCHELL agreed that the statutes apply to public projects
and exclusively to projects funded with state funding and not to
projects funded with federal funding.

REPRESENTATI VE JOSEPHSON asked whet her it woul d be
unconstitutional under the privileges and immnities clause for
the state require Wal-Mart to hire residents of Anchorage or
Juneau before the corporation hires soneone from Seattle.

MR. M TCHELL answered that the question is a |egal question and
best answered by the Departnent of Law (DCQL). He agreed
constitutional issues surround the resident hire requirenents.

CHAIR OLSON remarked the legislature has considered this
numerous times, but none have held up with respect to the
af orenenti oned questi on.

4:01: 54 PM

MR. M TCHELL turned to nechanical inspections [slide 16]. He
reported this DLSS s section pertains to inspections on boilers,

el evators escalators, tranms, electrical, lifts, electrical, and
pl unbi ng work. He stated this section is tasked to identify and
enforce code violations that represent hazards to life and
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property. In FY 2012, the nechanical inspection section
conducted 5,760 inspections, a 16 percent increase in the nunber
of boiler inspections, but the backlog has increased by 25

percent. Al though the nunber seens om nous, over the long term
the nunber has steadily reduced since ten years ago nore than
7,200 units were overdue for inspections. In part, the FY 2012
backl og was due in part, to 529 new boiler units, with mandatory
i nspections required in the sane year as installation. He
reported a total 30,870 units exist and one to three percent is
the typical increase in a single year. In conclusion, he

reported that this section conducted approximately 90 percent of
the boiler inspections on a tinely basis with a two-year
i nspection cycle.

4:04: 05 PM

REPRESENTATI VE REI NBOLD asked about elevator inspections. She
asked whether any difference exists between a certification and
an inspection.

VR. M TCHELL answer ed t hat t here is requi r enent for
certification after the inspection. That nmeans any code
violations identified during the inspection have been corrected.
He pointed out the certificate posted in an elevator neans it
has been inspected and any code violations have been corrected.
In response to another question, he said he was unsure of the
docunent, but typically a small certificate of inspection or a
notice is posted that a person can obtain a copy of the
certificate of inspection from the rmanager. In further
response, he answered that the certificate neans the elevator
has been inspected.

CHAIR OLSON recalled the governor used to sign the inspection
formns.

MR. M TCHELL agreed. He reported elevator inspections were
i ncreased by five percent. In FY 2012, this section conducted
562 inspections, with 44 new units added for a total of 1,100
units subject to inspections. He reported about 99 percent of
the elevator inspections are conducted tinely. He further
reported only 61 of 1,100 units are overdue for inspection,
primarily due to travel issues. He conpared this to 2008, in
which 306 elevator inspections were overdue. He stated this
section has mintained its electrical and plunbing code
i nspections, conducting approximately 1,700 inspections per year
over the past two years. The mechanical inspection section also
assists the Departnment of Comerce, Conmunity & Economc
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Devel opnent (DCCED) in conducting site inspections. The section
assessed 80 contractors $1,000 each for a total of $80,000 in
contractor licensing civil fines for those contractors found in
violation of the |aw He pointed out the division's goal is
conpliance and this section also issued 227 cease and desi st
orders issued | ast year

4:07:49 PM

MR. M TCHELL turned to the Al aska occupational safety and health
conponent [slide 18]. This conponent consists of two primry
sections: consultation and training section and the enforcenent
secti on. He offered his belief that the consultation and

enforcenent section produces significant results. Currently the
youth safety coordinator is in Kodiak naking presentations to
hi gh school students. Over the past four years, the division
provided training to 16,000 students in 57 schools in Al aska.
Many people don't know about workplace safety and health and
what they often learn is often unstated and sends the negative

message that safety isn't inportant. He offered that this
section works to change attitudes about occupational safety and
health at an early age. He predicted this program wi |l produce
results over tinme. |In conclusion, he reported that from 2008 to

2011 workers' conpensation incidents dropped from 169 to 24.

MR. M TCHELL reported that the division has a partnership with
Trident Seaf oods. In the past five years, this section
inspected 10 of 11 of Trident's processing plants, wth six of
those plants experienced accident reduction rates of percent 50
percent . He stated the division just renewed this partnership
and its new goal is to develop a 10-hour training course for
seafood workers, simlar to the one wused for construction
wor ker s. While the course is not mandatory, industry can nmake
certain that workers are properly aware of hazards. This type
of training could help nunmerous transient workers who don't
speak English as their first |anguage. He concluded that over
the past five years, from 2007 to 2012, Alaska's seafood
processing recordable injury rate was reduced from 11.7 to 5.4
per cent . In response to a question by Chair dson, he answered
that the focus is on all aspects of seafood operation, not just
on fish, forklifts or other devices.

4:11:21 PM
MR MTCHELL said in 2012, the departnent conducted 706 work

site inspections, which represents a seven percent increase from
the prior year. He assessed that 60 of the departnent's effort
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results in consultation while 40 percent is enforcenment. In the
past year, the division has experienced a five percent reduction

in the loss tinme rate. He reported a 40 percent drop in the
total rate of loss tinme rates. He conpared the current rate of
1.73 incidents per 100 enployees for all industries to a rate of

3.24 incidents per 100 workers ten years ago.

MR. M TCHELL next turned to the fatalities and loss tine rate,
which is at 38 [slide 18]. He said the overall fatality rate
has been nore constant, but Alaska's jurisdiction has a much
| oner nunber of fatalities than all jurisdictions for workplace
fatalities. He said that is sonewhat confusing; however any of
fatalities that occur in the air are covered under federal
aviation and mning fatalities are covered through mning
safety.

4:13: 57 PM

MR M TCHELL then turned to the Alaska Safety Advisory Council
(ASAC) [slide 19]. He describe this conponent as the small est
one, wthout any paid staff, conprised of 12 individuals
appointed by the governor and one conm ssioner designee - who
can break any tie votes. In 2012, the Governor's Safety and
Heal t h Conference provided three days of focused safety training
to approximtely 350 participants and 50 vendors. Each year, as
part of the ASAC s outreach efforts, it sponsors students from
the Anchorage King Career Center and this year approximtely 60
sponsored students will participate at the Governor's Safety and
Heal t h Conf er ence. He reported that this programis conpletely
sel f-supporting, deriving its revenue from fees and
sponsor shi ps. He offered his belief that sone of the top
conpanies in Al aska are sponsoring the event.

4:15: 24 PM

REPRESENTATI VE HERRON asked whether it is strongly encouraged
t hat people attend the conference.

MR. M TCHELL answered that the division provides significant

outreach to enployers, in particular, during enforcenent
i nformal conferences. He explained that efforts are nmade to
direct an enployer who is having trouble - as identified by
onsite violations - to accept training voluntarily. He

enphasi zed that the enforcenent program has been effective in
doi ng so, since enployers facing penalties are often willing to
agree to training or to participate in a nobre extensive
eval uation consultation. He reiterated the division has found
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these efforts to be very effective. He concluded his remarks by
announcing this year's conference will be held on March 18-20 at
the Egan Center in Anchorage. Although the timng m ght not be
good for legislators, he welcomed nenbers to attend and observe
the exhibits or take in a keynote address.

4:17: 09 PM

M CHAEL MONAGLE, Director, Division of Wrkers' Conpensation
(DVWO) , Centr al Ofice, Depar t ment of Labor & Wbrkforce
Devel opnent (DLWD), began his presentation by discussing the
activities of the Division of Wrkers' Conpensation (DWC). He
stated that every enployer with one or nore enpl oyees nust carry
wor kers' conpensation insurance or be approved by the state to

self-insure their workers' conpensation liability. In 2011, the
division wote $234.5 mllion in workers' conpensati on
i nsurance, he reported. The division received proof of

i nsurance from 18,000 enpl oyers covering 230,000 enpl oyees. The
di vision approved 29 self-insured enployers covering 74,000
enpl oyees. Under the Wrkers' Conpensation Act injured workers

are entitled to receive benefits, nedical treatnent, indemity
benefits - which is a wage continuation to replace |ost wages -
reenpl oynent benefits or in the case of a fatality - death

benefits to the surviving spouse or children.

MR. MONAGLE reported that in 2011, the division received 21,200
reports of injury, of which 14,300 were no tinme loss clains, and
6, 700 were tinme |oss clains. He also reported that in 2011
i nsurance conpanies or self-insured enployers paid out $260.7
mllion in workers' conpensation benefits, of which $60.8
mllion for indemity benefits, $164 mllion for nedica
benefits: $14 million for reenploynent benefits, and an
additional $15 mllion for legal costs. The mgjority of injured
workers receive their benefits seamnlessly; however six percent
result in disputes, which are handled by the adjudication
secti on. In FY 2012, the adjudication section processed 1,200
claims for benefits for injured workers, held 2,400 pre-
heari ngs, and 340 hearings [slide 20].

MR. MONAGLE said the workers' conpensation division admnisters

three funds that provide wage replacenent: the Benefits
Guaranty Fund, the Second Injury Fund, and the Fishernen's Fund
[slide 21]. In response to Representative Saddler, M. Mnagle

confirmed that workers' conpensation includes death benefits.
In further response to Representative Saddler, M. Monagle
responded that an enployer can offset benefits to the injured
wor ker and his or her dependents if the dependents are receiving

HOUSE L&C COWM TTEE -17- February 6, 2013



a pension, soci al security benefit, or soci al security
di sability benefit.

REPRESENTATI VE SADDLER asked whether the reduction is a one-to-
one reducti on.

MR. MONAGLE answered the reduction is based on a percentage of
benefits the wenployee is entitled to receive, but it 1is
basically a dollar-for-dollar reduction.

4:21:35 PM

REPRESENTATI VE HERRON asked whether a threshold that nust be
nmet . He acknowl edged that if a worker loses a finger it would
require a thorough investigation; however, he wondered if a
mnor slip or fall was covered in the aforenentioned statistics.

MR. MONAGLE answered yes; the law has a presunption of injury.
For exanple, if an injured worker tells the enployer, "I hurt ny
back. | slipped and received a strain," the presunption would
be that is in fact what happened. The enpl oyer can rebut that
presunption through substantial evidence, which is typically
done when the enployer requires a doctor's visit. He expl ai ned
that the enployee would see a doctor and the doctor would opine
the type of injury could not have happened as the enployee
described it. Perhaps other coworkers would advise the enpl oyer
t hey observed the enployee sustain the injury at the ball field
t he previous evening.

4:23: 00 PM

REPRESENTATI VE HERRON asked for the percentage of investigation
determ nations for slips and falls. He specul ated that serious
injuries would conprise a nuch smaller percentage of injuries.

MR. MONAGLE answered that the division does not have statistical
information on soft tissue strains. He advised that the
di vi si on produces an annual report, which does break down injury
by type, such as back, leg, or knee injuries, but the report
does not indicate how nmany soft tissue strains enployees
sust ai ned.

REPRESENTATI VE HERRON understood slips and falls represent the
bi ggest | oss control for all businesses.

MR. MONAGLE responded that the nbst commopn types of injuries are
back strain, shoulder strains, finger cuts and abrasions to the
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hand. He did not believe the division's report captures the
nature of accidents.

4:24:17 PM

REPRESENTATI VE JOSEPHSON surmi sed an enployer challenging a
worker's injury would do so to keep the prem uns |ow. He asked
whet her that would be the only incentive.

MR. MONAGLE answered that is correct. He elaborated that an
enployer's premum is factored by classification. For exanpl e,
the office clerical rate costs about $1 per hundred of payroll

however, depending on the type of construction, the prem um

rates could be as high as $25-30 per hundred of payroll. He
related the «classification would also be adjusted by the
enpl oyer's actual experience. For exanple, an enployer of one
size mght have 10 injuries per year; however, if the conpany

sustained 20 injuries per year, the conpany would be outside the
norm Then a nodification rate would be assessed, which would
inflate the prem um he said. Conversely if the average is 10
injuries and the conpany has 5 injuries, the nodification rate
would |l ower the rate. Thus, the nodification rate could either

raise or lower the enployer's rate. He acknow edged that it
would be in the enployer's interest to reduce workplace injuries
since it would lower the enployer's premum As Director
Mtchell stated earlier workplace safety plays an inportant
rol e, he said. He indicated the departnent has seen the injury
frequency rate - during the pipeline timefranme - of 40,000

wor kplace injuries decrease to the 21,200 workplace injuries
mentioned earlier. He pointed out that enploynment in Al aska has
risen, but the overall nunber of injuries has been reduced.

4:26:10 PM

REPRESENTATI VE JOSEPHSON asked whet her an enpl oyer who | earns of
an accident nust file a report.

MR. MONAGLE answered that is correct. He explained that an
enpl oyee has 30 days to report the injury; however, if the
enpl oyee does not report the injury the presunption can shift to
say the injury was not related. Still, enployees have two years

from the date of injury to nmake the claim Once the workers'
conpensation claim in reported to the enployer, the enployer
then has 10 days to report it to the state and to the insurance
conpany, he said.
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REPRESENTATI VE JOSEPHSON said if the enployer doesn't report he
assuned the enpl oyee can nake a claim

MR. MONAGLE agreed. He said the enployee could nake a claim and

typically that is how clainms happen. For exanple, an enployee
reports an injury to the enployer and the enployer fails to
report it to the insurance or the state. In fact, in those
i nstances the reason the injury isn't reported is |likely because
the enployer probably doesn't have insurance. At that point,
the enpl oyee would contact the state; the state will confirm no
report of injury has been filed; and the state will advise the
injured worker to file a claim for benefits. In summary, that

represents how the injured worker initiates the dispute or the
adj udi cati on process.

4:28: 04 PM

MR. MONAGLE next turned to workers' conpensation [slide 22]. In
2005, the legislature created a fraud unit, which the division
refers to as special investigation unit. He pointed out the

unit's work involves nore than just fraud investigations.
Primarily, the unit responds to conplaints the division receives

on uninsured enployers. In FY 12, the wunit invested 387
enpl oyers for failure to carry workers' conpensation insurance,
and of those, 120 enployer were penalized for illegally
operating without wor ker s’ conpensati on insurance. The

af orenenti oned enployers were subject to $862,000 in penalties,
he sai d.

CHAIR OLSON remarked sonme enployers have advised that the
penalties are onerous for enployers who let their workers
conpensati on i nsurance | apse.

MR. MONAGLE reported the Al aska legislature enacted a potentia
penalty that, at the time, was the highest civil penalty in the
nati on. He offered his belief that Al aska's penalty is still
t he highest at $1,000 per uninsured enployee, per day. Si nce
2005, the departnment has adopted regulations to put in place

consistency in how the penalties are applied. He reported the
di vision has had civil penalties well in excess of $1 mllion in
sonme instances agai nst egregious enployers with nultiple |apses
in insurance involving wunpaid uninsured workers' injuries.
However, the difficulty lies in collecting the judgnent, he
said. In addition to the failure to insure workers, the specia

investigation unit investigates fraud. He detailed that in the
event an insurance conpany or an enployer believes the worker is
obtaining benefits fraudulently, the division can investigate

HOUSE L&C COWM TTEE - 20- February 6, 2013



the matter either by pursuing civil penalties through the
Wor kers' Conpensation Board (WCB) or the agency can pursue the
case crimnally through the Departnent of Law (DOL), Ofice of
Speci al Prosecutions and Appeals (OSPA). Since the threshold
for crimnal penalty is quite high, as is the workload, the
division tends to pursue these matters using the civil process,
he said. Since, 2005 the division has received one actual
charge by OSPA, he added.

4:31:16 PM

MR MONAGLE related that the W rkers' Conpensation Appeals
Comm ssion is a conponent within the DW [slide 23]. He
provided the history, such that prior to 2005, a decision of the
Wrkers' Conpensation Board was appealed to the regiona
Superior Court, but the decisions were not binding on the board.
In 2005, the Workers' Conpensation Appeals Comm ssion (WCAC) was
created, which is the appellate body. Thus if a person were to
appeal a decision of the W rkers' Conpensation Board the
comm ssion's decision is binding; however, an enployer can
appeal a decision by the WCAC to the Al aska Suprene Court.

4:32:19 PM

REPRESENTATI VE JOSEPHSON asked whether the system works since
his sources say the system doesn't work. He said his sources
indicate the WCAC tends to side with the enpl oyer and the appeal
becones the conduit to the ASC.

MR. MONAGLE answered, anecdotally, it has worked. He offered
his belief that the WCAC provides a nore consistent body of |aw.
One issue is that workers' conpensation cases is such a narrow
body of law so frequently the Al aska Superior Court sinply did
not have experience with that body of law. He characterized the
Al aska Superior Court's decisions as being all over the board.
Since the decisions were not binding, the WB could choose to
ignore the court's ruling. He opined that the WCAC, with only
two chairs, thus far, has done a much better job in providing
consi stent decisions. He was unsure how many cases have gone to
the ASC on appeal than with the Al aska Superior Court systenis
appr oach. He offered to research this and provide it to the
comm ttee.

4:34: 02 PM

REPRESENTATI VE JOSEPHSON said although he does not have much
knowl edge about this part of the law, the Al aska Superior

HOUSE L&C COWM TTEE -21- February 6, 2013



Court's judges have general jurisdiction over alnost everything
in the statutes so daily the court is required to delve in an

area not famliar to them He questioned how unique the
wor kers' conpensation |aw would be, noting it is usually divided
between civil and crimnal cases. He acknow edged the judges,

just as legislators, nust be ninble.

VR. MONAGLE further expl ai ned that the WAC also has
representatives from labor and industry so it is not just the

chair deciding the appeals. Thus, nenbers on the panel also
deci de the case. He acknow edged that a nunber of tines the
panel i sts have overridden the chair. He recalled part of the
requirenents of the panel is that the nenbers nust be

experienced in workers' conpensation with at |east three years
serving on the WCB as a panelist prior to joining the WCAC.  He
characterized the WCAC as very specialized dealing strictly with
wor kers' conpensation matters, which gives the panel a certain
anount of subject natter experti se.

CHAI R OLSON rel ated the DCCED has a breakout of the WCAC and the
process used. He characterized it as a good tool.

4:36:23 PM

REPRESENTATI VE SADDLER asked whether it is difficult to get
peopl e to serve on the WCAC.

MR. MONAGLE responded it is very difficult to locate quality
people to serve on the WCB and the WCAC. He related the WCB
menbers nust conmit to a mninum of 12 hours a nonth as a
panelist, plus attend three board neetings typically spanning
two to three days each.

4:37:14 PM

REPRESENTATI VE SADDLER asked for the anobunt of conpensation for
WCB nenbers.

MR. MONAGLE answered the WCB nenbers receive a stipend for per
diem and travel while the WCAC nenbers receive about $400 per
day including prep time, he said. He reported the WCAC has a
statutory requirenent to produce an annual report, which is
posted online and includes statistics.

4:37:58 PM
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MR. MONAGLE turned to discuss the three funds, beginning with
the Benefits Guaranty Fund [slide 24]. Prior to 2005, injured
workers had very little recourse if their wuninsured enployer
chose not to pay benefits. The injured workers could go to
court, but that process is a lengthy and expensive one. The
injured workers could also file clains with the WB, and the
board could order the enployers to pay; however, the enployers
could simply choose to ignore the orders. In 2005, the
| egislature refornmed workers' conpensation and the Benefits
Guaranty Fund (BGF) was established. He reported the BGF is
funded from civil penalties assessed agai nst uni nsur ed
enpl oyers. To access the BG-, once a worker is injured and the
uni nsured enployer fails to pay benefits, the enployee would
file a claimwith the BG- and receive benefits. The fund is
subrogated and works to recover from the enployer any funds it
has paid to the injured worker.

MR. MONAGLE reported that in FY 12, the BG- had 29 new clains
filed, and paid $329.1 thousand in benefits, with the fund
bal ance currently at $1.5 mllion. He acknow edged that a
single substantial claimcould easily wipe out $1 mllion in the
f und. The statute allows the fund to be depleted, and if that
happened the division would track clainms not paid, and pay

benefits once it can; however that has not yet happened. The
division hopes the fund wll not be depleted, he said.
Subsequently, the legislature funded a collections agent and
thus far, the division has assessed $15 mllion in civil
penal ti es against enployers and collected about $3 nmllion to
date. In fact, the division has collected civil penalty dollars
at twice the rate that it did |ast year. In all probability,
the division expects collections will continue to grow, which

woul d add to the $1.5 million in the fund.
4:40: 41 PM

MR. MONAGLE turned to the Second Injury Fund (SIF) [slide 24].
He explained the SIF is a fund that predates statehood. At one

point, all states had an SIF, whose purpose is to pay an
enpl oyer who hires soneone with a disability or who retains a
di sabl ed person. In FY 12, the SIF had 12 new clains and paid
out $3.2 mnmllion in benefits to enployers on behalf of 95

cl ai mant s. He reported the fund has a year-end fund bal ance of
$5.2 mllion.

4:41: 33 PM
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REPRESENTATI VE SADDLER asked for actual | oss. He asked whet her
the SIF would protect the enployer if the injured worker is
i njured again.

MR. MONAGLE responded that to be reinbursed from the fund the
enpl oyer nust establish the enployer was aware of the enpl oyee's
preexisting qualifying condition, such as heart disease,
di abetes, or a ruptured disc. Typically, the enployer would
establish this through a post-hire questionnaire, he reported.
He related the statute refers to the threshold for the conbined
effects of the preexisting condition injury and subsequent

injury in which the recovery is prolonged. Again, this is
typically determ ned by a nedical evaluation, he said. Thus,
when an enployer hires a person with a ruptured disc and the
enpl oyee subsequently injures his/her back - and the threshold
is net - the enployer can obtain reinbursement fromthe SIF for
indemmity benefits only, but not for nedical costs, or re-
enpl oynment  costs. However, the enployer can request wage

continuation costs being paid to the injured worker, he said.
4:43: 11 PM

REPRESENTATI VE JOSEPHSON asked whether the state adequately
incentivizes enployers to take on injured workers, which he
assuned woul d be consi dered good public policy.

MR. MONAGLE responded that nearly half the states have sunsetted
their SIFs due to the advent of the Americans with Disabilities
Act (ADA). I ncidentally, enployers cannot refuse to hire
sonmeone or retain soneone with a known disability. He said that
all 50 states provide econom c incentives these types of funds
provi de; however, the SIFs have been replaced by the federal ADA
| aw, as anmended. Thus, nunerous states have been in the process
of sunsetting their SIFs so from this point forward no new
claims can be nmade; instead states will pay off the existing
clainms, but will use the ADA for any new cl ai ns.

4:44. 13 PM

REPRESENTATI VE REI NBOLD hi ghlighted her constituents' concerns

who indicate that workers' conpensation [rates are] killing
t heir busi nesses. She reiterated that business owners in her
di strict have expressed concern about the high cost of workers'
conpensati on i nsurance. Al t hough she wunderstood the workers'
conpensation costs have been reduced beginning in January -
al though she was unsure of the amount - many snall businesses

remain concerned that they need to neet the threshold to carry
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wor kers' conpensation insurance - she was unsure whether the
threshold was two or three enployees. Thus, these businesses
have decided not to hire people and have limted their enpl oyees
to perhaps one or tw other famly nenbers. She under st ood
Al aska is one of the worst places in the nation [for workers'
conpensation rates]. She expressed her interest in inproving
t he business climate in Al aska.

MR. MONAGLE acknow edged Al aska has the unfortunate distinction
of being nunber one in the US. for the highest workers'
conpensati on prem um rates. He reported that Oregon conducts a

bi ennial survey that is considered the gold standard. Si nce
2006, Al aska has been rated either nunber one or nunber two,
trading this ranking w th Montana. As a matter of fact, he

reported the threshold is actually one, explaining that an
enployer wth one or nore enployees nust carry workers'
conpensation insurance with a few exceptions, such as part-tine

babysitters, real estate agents, and taxi drivers. Furt her,
Al aska does not exenpt fam |y nenbers, although he acknow edged
sone states have carve-outs to exenpt famly nenbers. He
cautioned that small enployers who do not carry workers'
conpensation insurance are rolling the dice that the enployee
will be injured and significant |liability exists that the
injured enployee will litigate due to a substantial injury. He
recalled instances of Benefit Guarantee Fund cases, in which
enpl oyers without workers' conpensation insurance sustained
injured workers. Wiile initially, an enployer would be wlling
to do the right thing and cover the enployee's nedical expenses;
once the bills reach $10,000 - $20,000 the enployer cannot

absorb the costs any | onger.

MR MONAGLE said the departnent has been holding ongoing
di scussions to find ways to inprove the climate; however, the
el ephant in the room for high workers' conpensation rates is

nmedi cal costs. For exanple, he reported $.59 of every dollar
paid on clains nationwide is nedical; however, in Al aska that
cost is $.76 per dollar. Additionally, the average nationw de
cost for nedical treatnent on an indemity claim is $23, 000,
whereas the cost in Alaska is $48, 000. I n concl usion, nedical
costs for health care in Al aska represent the biggest cost
driver for workers' conpensation prem uns. Wil e Alaska can
tweak the workers' conpensation insurance sonmewhat, he predicted
it is unlikely premum rates will drop until nedical treatnent

costs are reduced.

4:48:51 PM

HOUSE L&C COW TTEE - 25- February 6, 2013



REPRESENTATI VE JOSEPHSON acknowl edged M. Mnagle has really
answered the question since it is really a health insurance
driver. He understood that if enployers with fewer than three
enpl oyees were to opt out of workers' conpensation insurance, it
would result in enployees having the option to sue their
enpl oyers.

MR. MONAGLE agreed to the social bargain workers' conpensation
provi des, which represents a tradeoff. Enpl oyees who got hurt
in the 19th and 20th century sued their enployers. A hundred
years ago, enployers agreed to pay injured workers through
wor kers' conpensation insurance and, in turn, workers gave up
the right to sue their enployers.

CHAIR OLSON reiterated that enployees can't sue for liability
clainms but could receive indemity and the nedical costs.

MR. MONAGLE acknow edged that the systemis a no fault system
In the event the enployee is goofing off at the tine the

enpl oyee is injured, the enployer still nust pay, even though
the enployee could be termnated for violating a safety rule
Conversely, if the enployer violates a safety code, which

subsequently results in an enployee injury, the enployer nust
pay [and the enpl oyee can't sue].

4:50: 28 PM

REPRESENTATI VE REI NBOLD rel ated a scenario in which an enpl oyer,
of 100 enployees, with a good safety record still nust pay
astronom cal workers' conpensation prem uns. She asked whet her
any incentive or help is available for such businesses.

MR. MONAGLE answered that as previously nentioned insurance
conpani es can reduce premum rates for enployers who have a | ow
injury rate through the nodification (nbod) system He pointed
out that enployers who do not receive the nodification (nod)
rate or believe their rates are too high can seek recourse
t hrough Departnent of Commerce, Community & Econom c Devel opnent
DCCED s, Division of insurance (DA). The agency has a
regul atory body that will review the case, he said. Furt her,
M. Mtchell has been holding discussions with the DA on
prem um reducti ons. He expl ained that insurance conpani es have
the ability to reduce premunms for enployers who use workplace
safety prograns. Thus, M. Mtchell has been working wth
i nsurance conpanies in an effort to obtain discounts for
pol i cyhol ders who use the workpl ace safety prograns.
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4:52: 20 PM

MR. MONAGLE next turned to the Fishernen's Fund [slide 25]. He
expl ai ned that the Fishernmen's Fund program predates statehood.
This wunique program provides nedical benefits to conmercial
fishermen who suffer occupational injuries or illnesses due to
commercial fishing activities. To qualify, the person nust be
commercial fisherman permt holder or crewnenber, he said. He
poi nted out commercial fishernen are exenpt from benefits under
the Workers' Conpensation Act. The Fishernen's Fund can pay
benefits up to $10,000; however fishernen can request additional
benefits by submtting a claim to the Fishernen's Advisory
Counci | . The council has the authority to pay any anount for
substantial injuries. For exanple, sone clains have been in
excess of $200,000 for substantial injuries. In FY 12, the
Fi shermen's Fund had 670 clains and paid $866,000 in benefits

with a year-end balance of $11.6 mnmllion. In response to a
comment, he agreed the fund is in good shape. While sonme people
were concerned when the legislature increased the benefits from
$2,500 - established at statehood - to $10,000 several years
ago, the division has not seen any negative inpact on the fund.

CHAIR OLSON wunderstood additional coverage for seanen s
avai |l abl e through an indemmity insurance policy.

MR MONAGLE interjected that the Fishernen's Fund is not an
excl usive renedy. He said crewrenbers can still can file a
cl ai m under the [Merchant Marine Act of 1920 also known as the]
Jones Act against the vessel owner. In fact, nbst vessel owners
insurance against that by carrying a protection indemity
i nsurance policy, he said.

4:54: 48 PM

PAUL D CK, Di rector, Enpl oyment  Security Division (ESD),
Department of Labor & Workforce Devel opnent (DLWD), stated that
he would focus on unenploynment insurance (U) wunder income

repl acenent [slide 26]. He asked to briefly touch on the adult
basi ¢ education (ABE) program which provides instruction to
adult learners wthout a high school diploma or (genera

educati onal devel opnment (CGED). He reported the total budget for
the ABE at $3.2 mllion, of which $2.1 mllion represents
general fund nonies with the remaining $1 mllion funded from

federal funds. He pointed out the general fund portion is
primarily directed at the GED program Last year, 1,500 GED s
were issued. Additionally, the English as a second | anguage
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program is part of the ABE, which is designed to help people
obtain basic skills necessary for enploynent.

MR DICK turned to the pie chart to Enploynment and Training
Services (ETS), or basically the 21 job centers l|ocated from
Barrow to Ketchikan, although several other prograns are

adm ni stered through ETS. Last year, approxinmately 255,000
people were served at job centers, with 93,000 or 40 percent
served in Anchorage at one of its three centers - including at

the job center in Mildoon and the King Career Center.
Additionally, the ESD naintains the ALECSYS system which is an
online |abor exchange people use to connect to |obs. I n
addition to providing job information, the system offers | abor
mar ket information and job center staff helps them navigate the
system He indicated 1.7 mllion kids accessed the system | ast
year so the system is wdely used. Addi tionally, al
unenpl oynent insurance beneficiaries are required to post their
resunme on the ALECSYS prior to receiving unenploynment insurance
benefits. In response to a question, M. Dick answered that the
di vision issued 1,500 GED di pl onas.

4:58:16 PM

CHAIR OLSON remarked that the ETS division has done a wonderfu

j ob. He reported that his district |ost 350 jobs when Agrium
Inc. closed its plant on the Kenai Peninsul a. He reported the
di vision opened an office within a week or ten days to retrain
and to rel ocate people to take new jobs.

MR. DI CK acknow edged the division has a rapid response team
which is a program help laid off enployees and enpl oyers. The
program provides assistance to help enployees find re-
enpl oynment . Finally, the enploynent training services also
provides training for people who need to get reskilled or
improve their skills to get better jobs or obtain a sustainable
wage.

4:59:45 PM

MR DICK turned to the unenploynment insurance (U) program
[slide 27]. He reported the U conponent provides two major
functi ons. First, the U conponent collects taxes from

enpl oyers, which is calculated annually, and is collected
quarterly. Last year, the U conponent collected $173 million

he said. Alaska is one of three states in which the enployee
pays a portion of the tax at a 73/23 enployer/enployee ratio.
He reported that the division designates part of the enployee
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taxes to training prograns through the state training and
enpl oyment program (STEP), which is funded from the general
fund. Additionally, the division assists enployees by using a
portion of the enployees' taxes for the Technical Vocational
Education Program (TVEP). He said the division is very proud of
tinmeliness of U paynment and benefits. The state ranks very
high in the nation and this nonth, the appeals section was rated
nunber one in the U S. for tineliness in appeals.

CHAI R OLSON remarked this is a good nunber one.

MR. DICK reported that the U division is in the top ten, but
has consistently ranked in the top three in the U S.

5:01: 50 PM

REPRESENTATI VE REI NBOLD congratul ated M. Dick on the successes.
She pointed to the figures on slide 27 and related that in FY
12, $146,231.9 mllion was paid by the state. She asked how
many peopl e recei ved unenpl oynent insurance benefits in Al aska.

VR. DICK answered that 32,000 people currently collect
unenpl oyment i nsurance benefits, wth approximately 26, 000
receiving state benefits from the aforenentioned tax collected,
with the remaining portion of unenploynment insurance benefits
paid from federal f undi ng, including from the extended
unenpl oynent conpensation program in which Al aska participates.
Thus, approximately 6,500 enployees currently receive extended
benefits. He recalled that |ast year the state paid 56,000
peopl e. He characterized the U benefits as being a constant
churn of enployees in and out of the prograns.

5:03: 06 PM

REPRESENTATI VE REI NBOLD asked whether Alaska falls within the
nati onal norm

MR. DICK answered that Alaska's rate of 6.8 percent ranks 18th

for unenploynent insurance rate. He reported North Dakota's
rate is 3.2 percent, but other states also trail Al aska. He
also reported the U trust fund is solvent at $269 mllion,

which is not at the high-water mark of $350 million. Since the
great recession of 2009, the division has seen overall
decrenments in the fund bal ance until this year, which has seen a
slight increase. This reflects the nunber of benefits being
clainmed and the inproved econony. He related that 2010 to 2011
were high work |oad years for U benefits. Although the figures
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are still higher than in 2009, the division has found the clains
are beginning to edge back down and go in the right direction
The U has three clains centers in the state in Fairbanks,
Anchorage, and Juneau receiving approximtely 319,000 calls.
The state has 20 different class rates for enployers, with the
average rate at 3.32 percent, he said. Since the enployers and
enpl oyees each pay the tax, he provided the ratio: with 2.64
percent as the enployer rate and .68 as the enployee rate. He
summarized the benefits, noting the state pays interstate
benefits for people who worked in Alaska but currently out of
state, and the reinbursable enployers, which are self-insured

enpl oyers who are reinbursed for their costs. He concl uded his
presentation by stating the division has been focused on
addressing fraud. In FY 12, the penalties were $2.8 mllion and
the division collected $1.5 mllion, he said.

COW SSI ONER BLUMER t hanked the committee and offered to provide
requested information to the conmttee.

5:06: 30 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
5:06 p. m
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