HOUSE FI NANCE COW TTEE
January 29, 2016
1:32 p.m

1: 32: 21 PM

CALL TO ORDER

Co- Chair Neuman called the House Finance Commttee neeting
to order at 1:32 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Represent ati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative Scott Kawasaki
Representative Cathy Minoz
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

Representati ve Steve Thonpson, Co-Chair
Representative David Guttenberg

ALSO PRESENT

Larry Hartig, Comm ssioner, Departnent of Environnental
Conservati on; Thomas  Cheri an, Di rector, Division of
Adm ni strative Servi ces, Depart ment of Envi r onnment al
Conservation; Heidi Drygas, Conm ssioner, Departnent of
Labor and Workforce Devel opnent; Palonma Harbour, Director,
Division of Administrative Services, Departnent of Labor
and Workforce Devel opnent; Representative Cathy Tilton.

SUMVARY
FY 17 Budget Overvi ews:

Department of Environnental Conservation
Depart ment of Labor and Workf orce Devel opnent

Co- Chair Neuman di scussed the neeting agenda.
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ARY 17 BUDGET  OVERVIEW  DEPARTMENT  OF  ENVI RONMENTAL
CONSERVATI ON

1: 33: 00 PM

LARRY HARTI G ~ COW SSI ONER, DEPARTMENT OF ENVI RONVENTAL
CONSERVATION (DEC), ©provided a PowerPoint presentation
titled "Departnment of Environnental Conservation, House
Fi nance Comm ttee" dated January 29, 2016 (copy on file).

Co- Chair Neunman asked nenbers to hold questions until the
end of the presentation.

Comm ssioner Hartig highlighted that DEC s mssion was to
protect human health and the environment (slide 2); the
departnment saw the two itens as inextricably linked. He
addr essed outcomes the departnment was aimng for (slide 3):

e Cean water, healthy air, and good nanagenent of
hazardous materials and waste

e Safe drinking water and sanitary waste di sposal

» Food safe to eat

* Lowrisk of spills and efficient, effective response
when spills occur

» Wse resource devel opnent for a grow ng state

Conmi ssioner Hartig elaborated on slide 3. He detailed that
outcones ensured safe drinking water wthout worry about
things |ike |lead contam nation that had occurred in Flint,
M chigan. He furthered that outcones also neant residents
could put their garbage out wthout being concerned about
where it would go and could drive to work wthout worry
about air quality. He noted that there was significant work
t hat happened behind the scenes that DEC and others did to
ensure the itenms were provided. He addressed slide 4 titled
"Means":

e Science-based standards

 Permits and authorizations incorporating these
st andar ds

« Mnitoring, outreach, conpliance assistance, and
enf or cenent

» Energency response and oversight of spill clean-up

e Meani ngf ul and effective public processes for
devel opi ng standards and permts
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 Techni cal assi st ance, grants, and | oans to
comunities for drinking water and wast ewat er
i nfrastructure

Comm ssioner Hartig elaborated on the topic of nonitoring
on slide 4. He provided a recent exanple about the excess
arsenic in the Talkeetna water system He explained that
the issue was brought to DEC s attention imedi ately due to
regular reports provided to the departnment. The depart nent
had sanples tested and was able to alert communities if
nunbers were higher than normal. The departnent then worked
wWith communities to correct the problem and notified the
public if there was a delay resolving the issue. He added
it happened with sone regularity. He spoke to energency
response provided by the departnent. For exanple, DEC had
recently responded to a truck spill containing sone
hazardous chenmicals. He continued addressing slide 4 and
relayed that DEC nanaged a couple of Iloan and grant
prograns that provided water and sewer to conmunities
statewide. He briefly highlighted an organi zational chart
on slide 5 that included the comm ssioner, one deputy
conmi ssi oner, and five divisions.

Comm ssi oner Hartig addr essed t he Di vi si on of
Adm nistration on slide 6. The division was directed by Tom
Cherian and provided admnistrative services, information
technol ogy, financial, budget, procurenent, and building
managenent. The division also housed the Environnmental
Crinme Unit; the unit enployed two staff and was independent
of the commssioner's office and of the prograns - it
operated across the progranms Wwth independence. He
explained that the wunit nmet wth the conmm ssioner and
division director at least once a nonth to go over the
status of all of its cases; the conm ssioner and director
could provide direction if they chose to.

1:37: 11 PM

Comm ssioner Hartig discussed the Division of Environnenta
Health on slide 7. He relayed that it was the departnment's
| argest division and was currently without a director. He
noted that the prior director had retired the past summer;
the departnment was in the process of revisiting all of the
work done by the division to determne if sone efficiencies
and consolidation could occur. The division included food
safety and sanitation, |aboratory services (including the
environmental health lab where the state veterinarian
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resided), public drinking water systens (e.g. oversight of
the Talkeetna water plant he referred to earlier), and
solid wast e managenent (landfills for communi ties
st at ewi de).

Comm ssioner Hartig addressed that the Division of Ar
Quality was the departnent's snallest division (slide 8). A
federally del egat ed program issued Cl ean Air Act
construction and operating permts in the state. He
expl ai ned that the program had run for over 30 years by a
very experienced group. He shared that earlier in the day
he had been involved in an exercise reviewing the state's
air quality permtting program the consultant had
communi cated that the departnent nmay see a 15 percent
i mprovenent resulting from sone changes it was considering.
The consul t ant had comunicated that typically the
i nprovenent was closer to 50 to 80 percent; however, the
state's program was already operating very efficiently. He
noted that although the division was small, it was very
effective. The division also did a fair anpunt of comunity
work, particularly related to transportation. He nentioned
Anchorage and Fairbanks and explained that the departnent
recei ved some f undi ng t hr ough t he Depart ment of
Transportation and Public Facilities to work wth |ocal
communities on transportation plans to ensure the plans did
not inpact air quality in negative ways. The division also
did some |limted air nonitoring around the state, primarily
for Environnental Protection Act (EPA) requirenents and for
forest fires. He elaborated that DEC supported the
Departnent of Natural Resources and other agencies in air
monitoring and issuing air alerts relating to human health
concerns associated with forest fires.

1: 39: 42 PM

Comm ssioner Hartig nmoved on to discuss the Division of
Spill Prevention and Response (SPAR) directed by Kristin
Ryan (slide 9). He highlighted that the division had
consol i dated several of its prograns over the past couple
of years and had been working towards efficiencies. The
division provided spill prevention and response, a
contam nated sites cleanup program and adm nistered the
Response Fund. He detailed that the fund had previously
been funded by a $0.05 per barrel surcharge on crude oil
but 2015 | egislation had included 0.95 percent surcharge on
refined products as well.
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Comm ssioner Hartig addressed the Division of \ater
directed by Mchelle Hale (slide 10). The division
contained two parts, the first involved setting water
guality standards and incorporating the standards into
permts. He expounded that the division included the
federally del egat ed Al aska Pol | ution and D schar ge
Eli m nati on System program which was based on the federa

Clean Water Act. The second part of the division focused on
facility ~construction that made loans and grants to
communities of all sizes in order to fund water and sewer
work. Facility construction included the Village Safe \Water
Program for communities of 1,000 or fewer residents (75
percent of the noney was federal with a 25 percent state
mat ch from the capital budget) and the Minicipal Gants and
Loan Program that provided state funds (with a |ocal natch
depending on the community size). He noted that the
departnment was not requesting any new noney, but it was
requesting a reappropriation of sone |leftover funding from
conpleted projects. He explained that states had been
receiving federal noney annually for many years to loan to
their communities at favorable rates (the fund source was a
| arge percentage of funds for water and sewer plants
nati onwi de). He furthered that a portion of the anmount was
required to be forgiven under federal |aw, therefore, each
year the departnent requested a small capital request for
the forgiveness portion. He spoke to the shrinking
Muni cipal Grant and Loan program which had caused the
departnment to consider whether there would be a gap in
funding for comunities if the funding was no |[|onger
available in the future. The departnent was working to
determ ne whether the existing revolving loan fund program
woul d be sufficient to cover all needs throughout the state
or whether a gap woul d occur.

1: 42: 38 PM

Comm ssioner Hartig addressed the departnent's FY 17 budget
request on slide 11. The depart nment budget was
approximately $84 nillion, which included $17.7 mllion
Unrestricted General Fund (UGF) - based on UG- fundi ng DEC
was the snmallest of the state's departnents. A pie chart on
slide 11 showed the various fund sources including 28
percent federal receipts, 19 percent of the allocated
Desi gnated General Funds went to the Response Fund (funding
derived from the $0.05 surcharge on crude oil production
and $0.95 [$0.0095] per barrel on refined products, which
was projected to bring in about $7.2 mllion) [an
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additional 15 percent DGF went to other purposes], and UG
accounted for 21 percent of the DEC request.

Comm ssioner Hartig noved to slide 12 titled "FY 2017
Budget Request by Division." He stressed the inportance of
the information and addressed the cuts the state was
facing. The chart helped identify where UG was allocated
within the departnent. He began with SPAR and rel ayed that
if the legislature accepted the governor's proposed FY 17
operating budget there would be no UG renmaining in the
division. He noted that currently there was about $400, 000
UGF remaining in the division, which was the last bit of
UG funding going towards the departnent's Pipeline
Corrosion and Integrity Program that had been established
in 2006. He furthered that the Response Fund was now
sustainable and the departnent was proposing using the
remai ning UG- to fund the three corrosion engi neers.

Conmi ssioner Hartig referred to the bar representing the
Alr Quality Division, which used a small anobunt of UG-. He
explained that the division was snmall in size and its
| argest function was issuing permts wunder the federal
Clean Air Act, which required the program to be "fee-
supported.” He elaborated that it was possible because the
permttees were larger facilities with the capacity to pay
|arger permt fees (the method would not work in other
progranms, which would require UG- subsidy). He continued
that the UG in the Air Quality program was essentially
federal match noney; it was the m ninum needed to run the
division including a permtting program bring in federal
funds, and collect fees associated with the permts. He
stated that it would be difficult to reduce any nore UGF in
the Air Quality Division. He relayed that they had really
| eaned the division down to drive it towards efficiencies.

1: 46: 29 PM

Comm ssioner Hartig continued to address slide 12. He spoke
to the UG conponent of the Division of Admnistration,
which was sinmilar to any other governnent division
including information technology and procurenent. The
remaining divisions with UG available for consideration
(total requested UG was $17.7 mllion for FY 17) were the
Division of Environmental Health and Division of Ar
Quality. He noved to slide 13 titled "Budget Reduction
Criteria."” He shared that the budget reduction scenario had
begun in 2014 at DEC, the departnent had started | ooking at
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the declining oil production at that time because it was
inmpacting SPAR. He reminded the commttee that SPAR was
| argely funded by the prevention account, which in 2014 had
only been funded by a 5 percent surcharge on crude oil

production. He detailed that as crude oil production had
declined, the division saw its funding source disappearing.

He el aborated that the division had given up about $500, 000
in DG (the prevention account) in order to lower its draw
on the prevention account and extend the funds. The
departnment had started developing criteria to determ ne how
to approach additional cuts in a systematic and thoughtful

way (slide 13) and had started discussing the criteria with
its House Finance subconmittee in 2015. The criteria
focused on preserving core services that could not be
undertaken by the federal government or other agency. The
criteria also considered functions the state had a |ong-
terminvestnment in that would not be retrieved if they were
given up. He considered the departnent's large permtting
progranms like the air permtting programit had for over 30
years and its APDS program He stated that the federa

government was no |onger set up to handle the prograns and
by the time the federal governnment was able to take on the
work in 5 to 10 years, the state would have lost all of its
experience in the areas. He reasoned that if the state
decided it wanted the prograns back it would be close to 20
years before it would get them

1:49: 20 PM

Comm ssioner Hartig addressed existing budget conditions on
slide 14. He reiterated his earlier testinony that the
departnment had started tightening the SPAR budget in 2014.
The departnment had taken a $1.4 million reduction in its
Division of Witer. He detailed that the state had been
| ooking at taking the Cean Water Act 404 program but the
| egi sl ature had decided not to continue the effort, which
meant giving up 5 positions and $1.4 mllion in FY 15.
Additionally, there had been much higher vacancy rates in
the Division of Water and SPAR where the departnment knew
there would be reductions. Rather than continuing to fil

positions as they becane vacant, the department had |eft
the positions open, knowng that they would not be able to
afford them in the near future, which allowed them to not
lay off enployees. He had heard discussions that the
reductions were not real because enpl oyees had not been | et
go. He explained that the department had started hol ding
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the positions vacant to prevent having to fire enployees;
it provided nore flexibility in managi ng the situation.

Comm ssioner Hartig continued to address existing budget
conditions on slide 14. He highlighted that cuts nmandated
by the legislature began in FY 16; the departnent had
reduced UGF by 10.6 percent. The departnent's FY 17
proposal would reduce UG- by another 11.8 percent. He
relayed that factoring in cuts to UG and DG the
departnment's budget had been reduced by approximately 25
percent. In addition to cuts passed by the legislature in
FY 16, DEC could not sustain its 10 authorized positions in
the Division of Water and had given them up through the
managenent plan. He noted that there had also been an
unal | ocated cut in 2016 that the departnent had to absorb
whi ch had added to the fair nunber of cuts.

1:52:12 PM

Comm ssioner Hartig turned to slide 15 and di scussed budget
reduction strategies. The proposed budget would reduce UG
by another 11.8 percent. In addition to cuts, DEC was
continually looking at efficiencies and reorganization; it
was consolidating sone progranms and elimnating a snal

program in the FY 17 budget. The departnment was | ooking at
conmbining | ease space, which would likely not occur unti

FY 18. He relayed that the departnent had two statutes
authorizing it to collect fees for services. He el aborated
that the departnment was only allowed to recoup sone of its
direct costs, but not its indirect costs. Additionally,
there were subsidies required for certain snmaller conpanies
(e.g. DEC could not charge the conpanies for travel out to
their facility and other). He explained that t he
departnent's look at fees was wthin its statutory
confines; it was not free to just increase fees on people.
Any change had to be done through a fee study. He detail ed
that as stipulated in statute, periodically the departnent
was allowed to revisit its fees and to consider increasing
them to cover nore of its direct costs. The D vision of
Adm nistrative Services |ooked through all of the data to
determ ne whether there was a justification to increase the
fee; if the answer was yes, the departnent went through a
regul atory process notifying the public and set the
increase by regulation. The process had just concluded in
the Division of Ar Qality and DEC was |ooking at
implenenting a fairly nodest fee increase that would begin
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with the next fiscal year. He added that DEC was | ust
begi nning fee studies in water and food safety prograns.

Comm ssioner Hartig briefly highlighted that the departnent
pl anned to continue along the sanme path in FY 18 and woul d
continue looking for efficiencies and consolidations (i.e.
consolidations to |eases and other) in an effort to reduce
its UG- draw.

He turned to slide 16 and addressed a summary of FY 17
reductions. He pointed to the elimnation of a shared
of fice assistant position and reduction in admnistrative
services in the departnent's Fairbanks office. The second
reduction was in Laboratory Services at the Tudor Road |ab
in Anchorage, which would replace UG- with increased fee
revenue. The third reduction was in the Ar Qality
Di vision; the departnment was reclassifying an environnental
program speci alist position as a chem st, which was a | ower
paid position. Additionally, it was |ooking at noving the
wor k of several retirees to | ower paid positions.

1: 56: 23 PM

Comm ssioner Hartig addressed slide 17 and spoke to a fund
source change in SPAR to the prevention account. Two
corrosion engineers currently funded by UG, would be noved
over to DG Response Fund noney. He spoke to the
di ssolution of the Technical Services program in Wter
Quality. He expounded that the program had provided public
outreach and had overseen the preparation of new regul ation
packages for the Water Quality Division and had nmanaged the
information technology enployees; the services would be
absorbed elsewhere in the Dvision of Witer and the
positions in the technical service program would be
el i m nat ed (6 positions and about $700, 000 UGF) .
Additionally, there would be a fund source change in Vater
Quality to program receipts for increased fee revenue to
generate increased DG

Comm ssioner Hartig noved to slide 18 and continued to
address reductions. He discussed a reduction in the Wter
Division in Facility Construction, which would be covered
with increased fee revenue and federal receipts. He
referred to the unallocated cut in FY 16 and FY 17. He
explained that originally the departnent had been waiting
on the results of the |abor negotiations to determne if it
coul d produce enough savings to absorb the unallocated cut;
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however, the timng was not working out and the departnent
had been directed to identify the exact cuts. The cut would
anmount to the reduction of 4 PCNs [position control
nunbers] that would be identified in the next nonth. He
briefly highlighted a table showng a summary of FY 17
budget changes. The table indicated a reduction from
approximately $20 million UG in FY 16 to approximtely
$17.7 mllion in FY 17.

1: 58: 44 PM

Comm ssioner Hartig noved to slide 20 titled "Wat Al askans
Get for Their Mney." The slide illustrated that it would
cost state workers $0.38 per day for services provided by
DEC (i.e. clean air to breathe, clean water to drink, safe
food to eat, clan land and waters, and responsible resource
devel opnment); it would cost $0.17 per day if the state's
total popul ation was factored in.

Comm ssioner Hartig addressed how DEC spent UG- noney
(slide 21). He detailed that $5 mllion was a required
state match for federal grants. Additionally, some of the
funds went to the environnental health |ab, Adm nistrative
Services, and the Ofice of the Conm ssioner. He el aborated
that about half of the UG went to subsidizing fee-based
prograns and towards taking care of things |ike conmunity
conplaints and working wth conmunities on capacity
buil ding. He communicated that sone of the departnent's
progranms could carry thenselves and others could not. He
el aborated that sone industries were not at a scale that
enabled them to support the program to give them the
permts they needed to operate.

Comm ssioner Hartig included a list of the departnents
federally delegated and not federally required prograns.
Prograns that were not federally required were things that
may be handled by the local government in some states such
as restaurant inspections. He detailed that Anchorage was

the only <city doing restaurant inspections; DEC was
expected to do inspections in Juneau, Fairbanks, and other
| ocations. He elaborated that it was wunusual; in nost

states the state governnent was not involved in restaurant
i nspections. He furthered that rural Al aska did not have
capacity to run those types of prograns. He explained that
when DEC sent an inspector out to Nonme to inspect the fish
processing plant, the inspector <could also |look at
restaurants, the school, and other food establishnents.
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2:01:42 PM

Comm ssioner Hartig turned to slide 23 titled "DEC Position
History.” The table showed the departnent's position
hi story by PCN count from FY 07 to FY 17. He detailed that
in FY 17 the nunber of positions was 518, which was about
what it had been 10 years earlier. He directed attention to
the significant drop in positions between FY 15 and FY 16.
Slide 24 included a summary of unall ocated reductions taken
in FY 16. The bulk of the reduction was associated with the
elimnation of two engineer positions in the Pipeline
Integrity and Engi neering section of SPAR. O her reductions
were associated with a fund switch and efficiencies in
Adm ni strative Services and the Division of Air Quality.

Comm ssioner Hartig turned to slide 25 and rel ayed that the
department may submt a FY 16 suppl enental budget request
because it may receive additional federal D esel Em ssions
Reduction Act grant noney; the noney would flow through DEC
to comunities for some new diesel generators that were
needed. Money comng into the Division of Air Quality was a
bit unpredictable. The departnent was considering asking
for an increnent for $250,000 federal authority going
forward to be able to absorb the changes. Slide 26 included
performance neasures. A table at the top of the slide
i ndicated that the departnent was staying pretty up to date
on permts issued. He elaborated that nobst permts under
federal and state law had to be reissued every five years.
He explained that it was inportant because many of the
facilities changed their operations in ways that required
permt nodifications. A table on the bottom of the slide
showed village hones served by safe water. He pointed out a
dip in the bar [around 2013]. He explained the biggest
reason was related to a different way of accounting;
therefore, he did not know how real the dip was.
Additionally, the departnent had slowed down taking on new
projects while determning if there was a better way of
spending the noney to nake it nore sustainable, which had
resulted in a pause.

2:04: 40 PM

Co-Chair Neuman noted that Representative Cathy Tilton was
present in the room
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Representative Gara spoke to 11 percent cuts in the current
year, 10.8 percent the last year, and 5 percent the year
before. He wondered what would be left of the agency. He
relayed that after the BP oil spill on the North Sl ope,
former Governor Sarah Palin had started a pipeline safety
and integrity office wth the goal of preventing the
occurrence of another spill on the North Slope. He asked
how effective the agency had been and how effective it was
at the current level of staffing. He queried the current
| evel of staffing conpared to its initial |evel.

Comm ssioner Hartig replied that in 2006 there had been two
pipeline spills on the North Slope from BP' s facilities
from three-phase pipelines. He detailed that the specific
pi pelines ran from well heads to the processing center where
the gas and water was renoved and oil was prepared for
sending to punp station 1 and then on to Valdez. He
el aborated that the pipes were older, smal ler (not
piggable), and it was difficult to observe corrosion.

Additionally, the pipes were not regulated by the federa

government. At that point there was no state in the country
regulating that type of pipeline. Subsequently, DEC had
i npl enented regulations relating to a corrosion program
that industry would have to naintain. The |egislature also
allocated 5 PCNs and about $600,000 for the pipeline,

corrosion, and integrity program The departnment had done a
risk assessment with sonme outside consultants, hired 5
engi neers, and had devel oped the inspection program Over
the past few years, as industry had developed its program
and DEC did field and records inspection and review of the
i ndustry's corrosion nmaintenance program for the three-
phased lines, it started looking like itens were being
duplicated in sone areas. The departnent had |ooked at
efficiencies and had determined it could let two of the
engi neers go wthout hindering the effectiveness of the
program He was confortable that letting the positions go
was nhot creating nore risk. He noted that the program was
nore about DEC review ng the industry's program rather than
DEC operating a side-by-side program and trying to do field
i nspections.

2:08: 49 PM

Representative Gara discussed that for the past three years
the legislature had heard from Kristin Ryan [director,
Division of Spill Prevention and Response] that DEC s food
i nspection program was not at a level where the public
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could feel safe that food inspections were being conducted
to prevent illness. He recalled that it had already been at
a level that was not particularly safe. He asked for detai
on the program at present.

Comm ssioner Hartig replied that Ms. Ryan had fornerly been
the environnmental health director prior to noving to SPAR
He explained that the statenments had been largely based on
federal guidelines for the frequency of inspections for
high and lower-risk facilities. He explained that Al aska
had always been below the federal guideline level. GCoing
back five years or nore the departnent reported to the
| egislature that the state was behind federal guidelines,
but getting to the guideline level would require an
additional 30 PCNs, which was wunlikely to occur. The
departnment had started |ooking at whether it could
concentrate on the higher risk facilities and to |ook at
other ways to deal wth the lower risk facilities.
Subsequent |y, the departnent had either changed its
regul ations to exclude regulation of lower risk facilities
or it did inspections less frequently. He confirnmed that
there was nore risk to the public than in the past, but the
department focused on higher risk facilities. Related to
food safety, lower risk facilities included places where
there was not nuch processing of the food (e.g. pre-
packaged food from vendors) bake sales, or other places
where it would be easy to determine the origin and stop
continued contamnation if a person becane ill. H gher risk
facilities included a significant amount of food processing
and mass distribution where it was difficult to track who
was eating the food and how to fix it if sonething went
wrong. He added that conmmunities could step in to provide
oversight in the lower risk situations, but he did not
believe they would have the capacity. He concluded that it
came down to working on increased public outreach and
education on steps they could take to | ower food risk.

2:12:31 PM

Representative Gara wondered if the program was adequately
protecting public safety. He wondered what the departnment
was going to inform people of in terns of how to protect
t hensel ves.

Comm ssioner Hartig answered that informng the public on
ways to protect itself included basic things |Ilike
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comunicating to keep food cold or warm if needed and
washi ng hands prior to serving food.

Representative Gara asked if the program adequately
protected public safety. Comm ssioner Hartig replied that
he would like the program to do nore, but he believed the
departnment was doing a good job related to higher risk
things. He believed it was inportant to be vigilant and to
keep pushing out information to the public and to rely on
the public related to the lower risk situations.

Co-Chair Neurman noted that the state would have to do | ess
in many areas due to |ess funds.

Representative Pruitt referred to slide 23 related to the
departnment's position history. He referred to the decreased
nunber of positions between FY 15 and FY 16 and asked how
many positions had been vacant.

THOVAS CHERI AN, DI RECTOR, DVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON
answered that the departnent had elimnated about 25
positions through the budget process; 15 of the positions
had been vacant and 10 had been filled by enployees. He
rel ayed that the departnment had known it would have to |ay
off staff so it had held a nunber of positions vacant in
order to keep fromfiring enpl oyees.

Representative Pruitt asked for the vacancy percentages in
FY 15 and FY 16. M. Cherian answered that in FY 15 the
departnment had a 13 to 15 percent vacancy rate; the vacancy
rate in FY 16 was slightly over 8 percent. He added that
the departnent's budget contained a built-in vacancy of 7
percent. He relayed that the current vacancy rate was
slightly over the budgeted vacancy, but they still had to
maintain it to live within the budget.

Representative Pruitt assuned that the vacancy factor for
FY 17 was mai ntai ned at about 8 percent.

M. Cherian answered that the departnent would have to
mai ntain a vacancy rate of 7 to 8 percent to live within
t he budget even in FY 17.

Representative Pruitt remarked that the committee kept

hearing from the departnents that FY 07 and FY 17 were
about the sanme. He asked what the departnment's vacancy
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factor had been in FY 07. He wanted to know if it was truly
| ooki ng at an appl es-to-appl es conpari son.

M. Cherian answered that the departnent was required to
mai ntain a vacancy rate of 7 percent. He elaborated that it
was an appl es-to-apples conparison. He spoke about | aying
of f about 47 positions between FY 15 and FY 17; 7 positions
woul d be reduced in FY 17 and 40 between FY 15 and FY 16.

2:17:49 PM

Representative Pruitt clarified that he was interested in
the vacancy factor in FY 07. He explained that if the
vacancy factor had been 7 or 8 percent in FY 15 it was an
appl es-to-apples conparison. He nmade it <clear he was
interested in getting the information fromall departnents.

M. Cherian replied that he would follow up on the
guesti on.

Represent ati ve Kawasaki spoke about the restaurant facility
i nspections conducted by the departnent. He renmarked that
Anchorage was the only nmunicipality that did its own
i nspections; Fairbanks had done inspections in the past,
but they had stopped in the late 1990s in order to save
noney, given that DEC already provided the service. He
asked if the departnment conducted restaurant inspections in
Anchor age. Conm ssioner Hartig believed Anchorage conducted
all of its inspections. He would follow up on the question
to confirm

Representati ve Kawasaki referred to SPAR and the change in
fee in the past year. He remarked that the charge had
appeared on his oil bill in the fall. He asked if the
change was resulting in as nmuch noney as predicted.

Comm ssioner Hartig answered that it had not been a
conpl ete year since the change had been inplenented. The
estimate had been $7.2 mnmllion to be collected by the
response fund fromthe 0.95 percent on refined oil and the
$0.05 per barrel charge; it would be necessary to have the
Departnent of Revenue break out the data to determ ne how
much the new fee was bringing in. He believed projections
were close to what had been anticipated; although, going
forward he was not sure the state would be able to collect
as much on the refined products as it had thought. He would
follow up with the information
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Represent ati ve Kawasaki asked if the additional revenue had
been included when the legislature had passed its budget.
He asked if noney would cone back from the FY 16 budget
because the bill passed.

2:21:02 PM

Comm ssioner Hartig asked for clarification.

Representative Kawasaki wondered if the |egislature had
budgeted for the UG and had then passed a bill that would
al so fund the anmount. He asked there would be npney com ng
back.

Conmi ssioner Hartig replied that there may be a surplus of
about $200,000 of the anobunt collected in the prevention
account that would be related to the crude oil surcharge
and the refined product 0.95 percent per gallon, which had
been intended. He explained that the prevention account
noney had to be appropriated every year by the |egislature;
it was always subject to appropriation. He furthered that
it had been intended to collect a little extra for the
first couple of years because as crude oil declined, the
idea had been that the refined product use would continue
to rise. He explained that conbined with the surplus
cushion it wuld allow the prevention account to be
sust ai nabl e for about 10 years.

Representative Kawasaki referred to better alignnent of
existing fees nentioned on slide 15. He asked for
verification that the fees were not set by statute.

Comm ssioner Hartig answered that by statute the departnent
had to be authorized to inpose a fee and the statutes
specified the criteria and limts. The actual nunber was
not set in statute.

Co- Chair Neurman made a point related to neeting decorum

Representative Wl son hoped to get heating oil from gas in
the future, which would enable residents to stop paying a
tax on heating oil. She had often heard that DEC had nore
stringent regul ati ons t han t he f eder al gover nment ,
specifically related to water permtting and the mning
i ndustry. She asked which regulations the departnent may
have that were nore stringent than what was federally
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required. She pointed to slide 12 and asked about the
"other" fund category.

Comm ssioner Hartig pointed to the purple section of a pie
chart on slide 11. He el aborated that the category included
the dean Air Protection Fund, Capi t al | npr ovenent
Projects, interagency receipts, program receipts, Al aska
Cl ean Water Fund, and Al aska Drinking Water Fund.

Representative Wl son referred to slide 12 and how nuch UGF
was required for f eder al f unds. She pointed to
environnmental health and asked how rmuch of the figure was
associated with matching funds and what had been | eft over.

Comm ssioner Hartig answered that in environmental health
the bulk of the UG- noney was related to the Drinking Water
Program and Solid WAaste. He elaborated that the federal
government periodically issued drinking water rules, which
were applicable to public drinking water systens. There
were national rules that had to be followed by the people
running the drinking water systens to protect the public
from various contam nates. In the past, DEC would conme to
the legislature and communicate it needed primcy of a
federal rule and funds to inplenent the rule to help
comunities neet the rule. He furthered that if that
process did not occur, the federal grant funds coming in
for water projects would be cut off. He would follow up; it
was a significant anmount of federal funds that would be
| ost. He explained that unless the state had primacy of the
drinking water rules it wuld not receive the federal
funding coming in for the projects. He could provide the
further detail. The anobunt of federal funds that would be
| ost was significant.

2:27:16 PM

Representative WIlson was trying to deternmne what the
state was required to do and why it had taken prinacy of
sone of the rules. She knew the state had received extra
federal funds at one tine, but some of the funds had
dw ndl ed. She believed the state was |eft "holding the bag"
needing to bring everything to a certain level. She
reasoned that there were nmany comrunities, which would need
a trenendous amount of noney for the work. She wondered
what the state had to do and why it had chosen to do other
pr ogr amns.
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Representative WIlson pointed to slide 22 related to non-
federally required prograns. She thanked the departnent
about | oosening up sone regulations related to the farners
mar ket s. She wanted additional detail on how nuch the state
was paying for the listed itenms such as solid waste and how
much GF was going towards the itens.

Conmi ssioner Hartig would follow up.

Representative Gttis spoke to how nmany enployees had
actually been renoved from positions. She commended the
department for taking higher paid staff and |owering
positions. As she approached budgets she was considering
she | ooked at pay ranges that were not being brought down.
She stated that sonetines high pay ranges could be worth
two people based on the anmpunt of noney paid out. She
observed that the issue was bigger than just one position,
it was how nuch the position had been worth. She conmended
t he departnent for cutting costs.

2:30:32 PM
AT EASE

2:31:56 PM
RECONVENED

AFY 17 BUDGET OVERVI EW DEPARTMENT OF LABOR AND WORKFORCE
DEVEL OPVENT

HEI DI DRYGAS, COW SSI ONER, DEPARTMENT OF LABOR AND
WORKFORCE DEVELOPMENT (DLWD), began by recognizing the
significant amount of work the budget process was for the
committee and the departnents. She thanked the conmttee
for its effort, questions, and thoughtful ness. She provided
a Power Poi nt presentation titled "FY2017 Departnent
Overview, House Finance Conmttee" dated January 29, 2016
(copy on file). The departnment's mssion was to protect
workers and advance opportunities for enploynent. The
departnment acconplished the mssion through its key program
priorities of protecting Alaska's workers through statutory
assi stance and enforcenent; devel oping an Al askan workforce
for Alaska's jobs; and income replacenent for injured,
unenpl oyed, and di sabl ed workers.

Commi ssi oner Drygas addr essed t he departnent's

organi zational chart on slide 3. The chart organized the
department by Kkey priority program The Division of
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Enpl oynent and Training Services and the D vision of
Vocational Rehabilitation both had sections that crossed
priority programlines, which was indicated on the chart.

2:34: 12 PM

Comm ssi oner Drygas spoke to the protection of workers on
slide 4. The departnent had continued to provide workplace
safety consultation and enforcenent, which kept workers
safe and reduced workers’ conpensation costs. The
departnment was proud that its efforts had resulted in the
second | owest workplace lost-tine and injury rate on record
in FY 15 at 0.89 per 100 enployees. She had recently
requested information from the state's R sk Mnagenent
Division regarding the rate of workplace injuries for state
enpl oyees and had been al armed by what she had | earned. She
el aborated that in FY 14 the state spent over $27 nillion
on workers' conpensation claims and $28 mllion in FY 13.
She had followed wup wth a letter to each state
comm ssi oner offering occupational safety and  health
consultation to lower the incidents of workplace injuries
and the associated costs to the state. The departnment was
al so taking on worker msclassification. She furthered that
the departnment's occupational safety and health, workers'
conpensation, unenploynent insurance, and wage and hour
staff continued to inplement reforns to crack down on
worker msclassification including a nmnulti-departnenta
menmor andum of understanding establishing a working group.
The achievenments translated into higher wages and greater
i ncone security for Al aska's workers.

Comm ssioner Drygas addressed the Al aska Labor Relations
Agency under the conmm ssioner and Adm nistrative Services
(slide 5). She reported that the agency had a mninm

nunber of staff to facilitate the resolution of disputes
bet ween organi zed |abor and public enployers. Wthin the
Labor Standards and Safety Division, the wage and hour
adm ni stration al | ocation provi ded consul tation and
enforcenent of Al aska's wage and hour Al aska-hire and child
| abor laws. She elaborated that annually the program
generated nore noney than it cost to operate; the revenue
was deposited directly into the UG and UG- paid for the
program She conmunicated that it would require a statutory
change to put the noney into a separate account. The
mechani cal inspection allocation conducted inspections to
protect workers by ensuring electrical, mechanical, boiler,

pressure vessel, and other simlar code conpliance. The
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costs of the program were covered by fee-for-service
revenue that was deposited into a DG account, which the
program was paid out of. The occupational safety and health
allocation provided «consultation and enforcenent for
occupational safety and health. The UGF supporting the
program provided state match to federal funds. The Al aska
Safety Advisory Council organized the governor's annual
safety and health conference in March. The program was
fully funded by the revenue it generated from sponsorships
and attendance fees.

2:37:04 PM

Comm ssioner Drygas highlighted workforce devel opnent on
slide 6. She relayed that in FY 15, 88 percent of Al aska
Vocational and Technical Center's (AVTEC) |ong-term (Il onger
than 6 weeks) program students graduated (a total of 341
out of 387 students); the graduation rate exceeded the
target graduation rate of 80 percent set by the Council on
Cccupational Education (the accrediting agency for AVTEC).
The center was continuing on a healthy graduation rate
trajectory. Additionally, the departnent had revanped the
wor kf orce devel opnent system by nerging two divisions into
the Division of Enploynment and Training Services. The
nmer ger resul ted in reduced staffing and greater
adm nistrative efficiencies, which had allowed DLW to put
nore noney out on the streets as grants. The resulting
savings addressed $337,000 of the departnent's FY 16
unal | ocat ed reducti on. Meanwhi | e, t he Di vi si on of
Enpl oynment and Training staff won two highly conpetitive
federal grants that support registered apprenticeship. The
funding would enable the departnment to help build the
state's healthcare workforce through apprenticeships and
the new 4 to 6-week pre-apprenticeship prograns at AVTEC.
She highlighted that the new programs would help neet the
hi gh demand for entry-1level healthcare occupations.

Comm ssioner Drygas outlined workforce devel opnent budget
detail on slide 7. She highlighted that with a mninal
| evel of staffing support the federally nandated Al aska
Wor kf orce I nvestnment Board (AWB) provided policy oversight
of state and federally funded job training and vocationa
education prograns; the board was funded by progranms it
oversaw. She pointed to the enployment and training
services category and addressed workforce services. She
rel ayed that the workforce services allocation adm nistered
Al aska's job center network and the online job bank. She
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noted that the departnment would not have to close any job
centers in FY 17. The workforce developnent allocation
conprised all of the departnment's workforce devel opnent
grant prograns, including the State Trai ning and Enpl oynent
Program Technical and Vocational Education Program pass-
through grants to regional training centers, federally
funded Workforce Innovation and QOpportunity Act prograns
and UGF pass-through grants for progranms |like the Al aska
Construction Academ es. She addressed the vocational
rehabilitation category and relayed that client services
assisted Alaskans with disabilities to secure and maintain
enpl oyment. The special projects allocation consisted of a
few federal grants with sone state matching funds, which
provi ded enploynent services to individuals with the nost
significant disabilities to enter or retain enploynent and
to provide technology related assistance for individuals
with disabilities.

Comm ssi oner Drygas addressed the Alaska Vocational
Technical Center on slide 7. The center provided vocational
and technical training to prepare Al askan residents for
j obs.

2:40:18 PM

Comm ssioner Drygas turned to slide 8 related to incone
repl acenent. The departnent saw an inprovenent in the
tinmeliness of unenploynent insurance (U) clainms paynent
with 94.3 percent of clains paid within 21 days versus 91.7
percent in the prior year. She detailed that U clains
continued to be processed at a rate exceeding the federal
benchmark of 87 percent. She noved to incone replacenent
program detail on slide 9. She addressed the Division of
Wor kers' Conpensation, which aided Al askans w th enpl oynent
related injuries by admnistering the Alaska Wrkers'
Conmpensation Act, the Fishernen's Fund, the Wrkers'
Conpensation Benefits Guaranty Fund, and the Second I|njury
Fund. The Wbrkers' Conpensation Appeals Commission was a
separate division under the departnment, but was included
for budgetary purposes. She detailed that the conmm ssion
adj udi cated appeals from disputed W rkers' Conpensation
Board decisions. She furthered that |egislation had been
introduced in both bodies to repeal the conm ssion and nove
t he appeal s back to the courts.

Comm ssioner Drygas addressed enploynment and training
services on slide 9. The U allocation paid benefits to
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eligible unenployed workers, in addition to assessing and
collecting enployer and enployee contributions to the
Unenpl oyment Trust Fund, the State Training Unenploynent
Pr ogr am and the Techni cal and Vocati onal Educat i on
Program She nmoved to the vocational rehabilitation
category and relayed that the disability determnation's
al | ocati on provi ded timely adj udi cati on of medi cal
determ nations for persons alleging a disability under the
Soci al Security Act.

2:42: 20 PM

Comm ssioner Drygas addressed the departnent's FY 16
operating budget on slide 10. The departnent's overall UG-
reduction was $7.6 mllion or nearly 23 percent. She added
that the total included DLWD' s share of the wunallocated
reduction totaling approximtely $418,000. To accompdate
the reductions the departnent had focused considerable
efforts on reducing admnistrative and overhead expenses.
She listed where the reductions had been allocated. The
Comm ssioner's Ofice and Admnistrative Services had
el i m nated 10 positions i ncl udi ng t he departnent's
comuni cations coordinator at a reduction of $600, 000.
Additionally, the departnment had put considerable efforts
into |ease consolidation. She noted that departnent staff
had been noving a lot. Leased space had already been
reduced in Juneau and Kenai and the efforts had hel ped
address $81,000 of the departnment's FY 16 wunallocated
reduction. Currently efforts were focused on Anchorage,
which would result in a savings of about $100,000 in

reduced |leased costs in 2017. The depart nent had
consolidated the Division of Business Partnerships and the
Enpl oynent Security divisions into the Division of

Enpl oyment and Training Services; the consolidation had
covered $337,000 of the department's FY 16 wunallocated
reduction. She reiterated her earlier testinony that AVTEC
had refocused its Allied Health prograns away from state-
funded longer-term prograns to short-term federally funded
pr ogr ans for hi gh demand entry-1|evel heal t hcare
occupati ons.

2:44: 16 PM

Comm ssioner Drygas addressed slide 11 titled "FY2017
Budget: $165,530.8." The governor's requested FY 17 budget
for DLMWD totaled $165.5 million; 52 percent of the total
was funded by federal noney. The departnent's UG- in the FY
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17 budget totaled $23.9 mllion, which was down $1.9
mllion from the current year. The departnent had 806
enpl oyees; the nunber was down by 209 enpl oyees since 2012
(an average reduction of 40 enpl oyees per year). Changes to
the departnent's budget included reducing the anount of UGF
supporting its |ease cost by $100,000 and reducing AVTEC s
reliance on UG- by nearly $75,000 (slide 12). She added
that DLWD had proposed a regulation change to AVTEC s
tuition and fees in order to offset the reductions in UG
and to cover increasing operating costs. She stated that
the increase was overdue given that |long-term program
tuition had not been increased since 2010. The departnent
was reducing the UG- supporting the Al aska Construction
Academies by $600,000 in accordance wth |egislative
i ntent. The | ndependent Li vi ng program was bei ng
transferred to the Departnment of Health and Social
Services; there was a corresponding executive order to
clean up the statutory references to the program wthin
DLWD. The departnent reflected the nerger of the Business
Part nershi ps and Unenpl oynent Security Divisions into the
Division of Enploynent and Training Services in the
operating budget; there was a correspondi ng executive order
to clean up the statutory references to the Enploynent
Security Division.

2:46: 06 PM

Comm ssioner Drygas continued to address slide 12. The
department was reversing the FY 16 UG- salary adjustnents
in an wunallocated lunp sum of approximately $235, 000.
Depending on legislative actions, the plans could change,
but the decrenent would be spread across allocations the
sanme way the original salary adjustnents had been spread.
The change resulted in reduced supply purchases, equipnent
repl acenent and staff traini ng, and further staff
reductions across the agency, which would have direct
service inplications. She relayed that DLWD had a
spreadsheet reflecting how the reduction would be spread,
which it would use to work with its legislative budget
subconmi tt ee.

Commi ssioner Drygas noved to slide 13 and addressed 10-year
projection chart generated by the Legislative Finance
Division (LFD). The chart illustrated the changes in the
departnent's GF budget since FY 07. She noted that GF
enconpassed both UG- and DGF on the chart. The departnent's
DG included the State Training and Enploynent Program
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(STEP), the Technical and Vocational Education Program
(TVEP), and revenue generated by fees for service. The
majority of the departnent's increase since FY 07 had been
in the DG~ area. For exanple, STEP and TVEP increased by
$6.7 mllion due to legislative changes and Al aska's
growi ng wor kforce

Conmi ssioner Drygas noved to an LFD chart on slide 14 that
she found slightly confusing. She noted that while tota
personal services expenses increased by $6.1 mllion over
the tineframe (FY 07 to FY 17), DLW had actually
experienced a loss of 231 enployees during that tine. The
increase was due to wage and benefit adjustnents, which
i ncl uded increasing healthcare benefit costs.

Comm ssioner Drygas turned to an LFD chart showing the
departnent's budget by division (all funds) on slide 15.
The big changes in FY 17 resulting from the division
consolidation nmade the chart confusing; therefore, DLW had
prepared another chart, which conbined the two nerged
divisions over the entire tinme period (slide 16). The
federal funding within the Division of Enploynment and
Training Services (top line) made it the departnent's
| argest and nost volatile division. The federal funding
going into the division was cyclical; funding |levels were
hi gher when unenploynent was high. She detailed that
unenpl oynment was currently |lower and fundi ng had decreased.
She relayed that when enploynent and training services
funding had been at its peak in FY 10, the national
unenpl oynent rate had been 10 percent and Al aska's
unenpl oynent rate had been 8 percent (shown at the top of
the chart on slide (slide 16). Currently, the national
unenpl oynent rate was 5 percent and Alaska's was 6.5
percent; therefore funds had decreased.

Comm ssi oner Drygas addressed a chart showing the
department's GF by division (slide 17). She reiterated that
on the chart the term GF included UG and DGF. She noted
that due to division consolidation the chart was a little
hard to follow. The departnment had generated a chart
conbining the two nmerged divisions over the entire tine
period (slide 18). The top line represented the D vision of
Enpl oynent and Training Services (the departnent's |argest
division). The decrease in the division shown in FY 15 to
FY 16 was primarily due to the elimnation or significant
reduction to the departnent's UG- funded workforce
devel opment grants, including reductions to the Al aska
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Construction Acadeny of over $800,000; regional training
centers of nearly $700,000; and the elimnation of the
Al aska Youth First, Conpass Alaska, Career and Techni cal
Education, and Gl and Gas training funds at about $2.5
mllion.

2:50:40 PM

Co-Chair Neuman pointed to slide 9 related to incone
repl acenent. He wondered when the last tinme the costs had
been revi ewed. Comm ssioner Drygas deferred the question to
her col | eague.

PALOVA  HARBOUR, DI RECTOR, DVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT,
replied that the Wrkers' Conpensation program was funded
by a few on workers' conpensation prem uns; the percentage
was a relative percentage of workers' conpensation prem ums
and changed each year

Co-Chair Neunman asked if the legislature set the rates for
the 5 different funds on slide 9. He asked how the nonies
came in.

Ms. Harbour answered that the Second Injury Fund was based
on actual incidents and paid benefits based on demand for
the service. There was a fee paid by all enployers
(separate from workers' conpensation premuns); the fund
was sel f-sustaining and the anmount fluctuated based on the
actual benefit paynents. The Wrkers' Conpensation Benefit
Guarantee Fund was funded by fines on enployers that did
not conply with the Wrkers' Conpensation Act; revenue was
generated by collecting the fines. She detailed that the
fund paid benefits to the injured workers who did not have
wor kers' conpensation coverage but should have. Revenue
going into the Fishernen's Fund was generated from
cormercial fishing licenses and paid benefits to injured
fi shernen; the percentage changed every so often. The only
program wi th anythi ng but benefit paynents was the Wrkers'
Conpensation program that adm nistered the Wrkers'
Conmpensation Act, which conducted investigations to ensure
enpl oyers were conpliant. The cost was paid for by a
percentage of the premunms. She did not know that the
amount had been | ooked at since 2006, but she would follow
up to confirm her answer.
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Co-Chair Neuman spoke to an effort to ensure that funds
were available for the departnent to do its job. He asked
Comm ssioner Drygas to make suggestions to the budget
finance subcomittee (Representative WIson, chair) on
things that could be changed if they had not been | ooked at
in a while. Comm ssi oner Drygas answered that t he
departnment would be happy to work on the issue and had
continued to do so. She noted that there had been
conversations on the topic the past year during budget
di scussions, which the departnent had taken seriously and
woul d continue to work on

2:54:26 PM

Co-Chair Neuman referred to slide 10 related to the FY 16
operating budget. He pointed to information that AVTEC
Allied Health progranms had been refocused from state-funded
|l onger-term prograns to federally-funded apprenticeship
type progranms. He wondered what state-funded prograns the
departnment was referring to.

Comm ssi oner Drygas answered that the state's Allied Health
program had previously been a very popul ar program | ocated
at the Ml doon AVTEC canpus that had nmainly consisted of
registered nurses and licensed practical nurses. She
explained that the program had been very expensive to
operate per student, which had relied heavily on state
funding; there had al so been sone private funding involved.
When the state funding had been cut, the private sector
could not pick up the slack for the dimnishing state
funds. One of the departnment's concerns was related to
duplication. She elaborated that the University of Al aska
Anchorage already had a terrific registered nurse program
al though there was a significant waitlist. She pointed to
the need for nore entry-level healthcare workers in the
state; it was an area that had significant turnover in
Al aska, which inpacted the quality of healthcare services.

Comm ssi oner Drygas continued that departnment had decided
to revanp and refocus the Allied Health program at AVTEC
W th gr ant noney to hel p startup a heal t hcare
apprenticeship and pre-apprenticeship program with a focus
on entry-level healthcare occupations; there were 9 or 10
positions including a behavioral health aid. The pre-
apprenticeship program exposed young people, veterans, and
under enpl oyed individuals to the healthcare field. The hope
was to alleviate some of the turnover. She explained that
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frequently soneone went into the healthcare field and it
ended up not being what they wanted to do at all. The
program was nuch |ess expensive to admnister; the seed
nmoney was from federal funds and the goal was for the
program to be self-sufficient. She furthered that the
program would help individuals determne whether they
wanted to do that kind of work, which was difficult and
strenuous. From that point, individuals could possibly
transition into the apprenticeship progranms. She cited an
apprenticeship program at Provi dence Hospital as an
exanple; there were other healthcare institutions wth
prograns as well. The program needed a place where the
curriculum already existed and was working to create a
consortium to get the healthcare program off the ground.
She noted that it was coming together very well so far. She
reiterated t hat it woul d nove Al askans t hr ough
apprenticeship prograns on a career pathway. She stated
that a person would begin in an entry-level position, but
there were plenty of places to advance. The purpose of the
program was ained at inproving Alaska's healthcare
wor kf or ce

Co-Chair Neuman understood the purpose of the nursing
program He noted that he would never have becone a
prof essional nmechanic or woodworker if he had not been
exposed to the professions in high school. He spoke to the
hi gh occurrence of individuals being trained for a position
on the job and then |eaving because they did not enjoy the
wor k. He thought getting exposure to different trades was
very inportant. He asked if the department planned to reach
out to conpanies and businesses to ask them to help fund
sonme of the training prograns.

Comm ssioner Drygas answered that the departnent had many

partners in the endeavor, including the Southcentra
Foundat i on, sever al j oi nt apprenticeship traini ng
commttees, Providence Hospital, and others. The process

was a very collaborative effort. Currently, it was funded
by federal grant noney specifically for the program The
department did not want to have a federally funded program
that would eventually require state funding into the
future. She wunderstood that it would not work in the
current budget environnent. The idea was to use the federal
seed noney to develop the consortium which was underway.
There would be funding nechanisns, which could include
enpl oyers paying in to keep the program going, nuch like a
joint apprenticeship training comunity would do wth
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regi stered apprenticeship program funding. The departnent
was working on curriculum and would try to get sone
instruction going in March or April [2016].

3:00: 46 PM

Co- Chair Neuman remarked that several years earlier he had
worked on legislation related to vocational education
credits where conpanies could receive credits from the
state towards corporate incone taxes if they donated noney
to help with vocational education. He asked Conm ssioner
Drygas to highlight details.

Comm ssioner Drygas answered that the departnent had
recei ved specific donations from conpanies; it had recently
received a donation from Superior Energy for $5 million
worth of equipnent. She elaborated that the conpany was
closing its offices in Anchorage and was donating a marine
simul ator and several pieces of conputer and construction
equi pnent to AVTEC. She noted that the donation could not
cone at a better tinme due to a significant nunber of aging
conputers and other items at AVIEC. She was very pleased
with the donation and believed they would put every piece
of equipnment to work. Additionally, donations had been
received from Saltchuk in the anpunt of $60,000. She noted
there were other donations that she would have to follow up
on. She liked the idea of doing sone innovative funding -
perhaps giving a conpany a tax credit for enploying
regi stered apprenticeships. She noted that several states
were |ooking at the concept and she believed there was
currently legislation in Congress. She spoke to encouragi ng
busi nesses to engage in apprenticeship prograns, which she
believed was a healthy econom c nodel. She would be happy
to look at the idea in the future or in the current
session. She believed it was a great idea.

Co- Chair Neuman spoke to legislation he had worked on in
the past that would provide a 50 percent credit on
corporate taxes for the first $100,000 and a 100 percent
credit on the second $100,000 donation to a high school

The catch had been that because it had fallen under federa
tax code under defined public benefit, the donator was al so
eligible for an additional $69,000 in federal credits; a
conpany could get $219,000 «credits on a $200,000
contribution into vocational education. The contribution
went directly to schools to teach vocational trades that
were representative of the conpanies' industries. He added
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that it also allowed schools to receive endowrents |egally
under state law. He spoke to the inportance of encouraging
private industry to try to help increase vocationa
education opportunities.

3:04:17 PM

Conmi ssioner Drygas believed it was an interesting concept,
which she was willing to look into. She believed it was
al nrost nore tangible to have sonme skin in the gane. She
el aborated that a conpany could receive a tax credit when
they showed the state the numbers - when they actually had
used training prograns and had registered apprentices on
their books. She noted that there were terrific statistics
about how registered apprenticeship inproved the |ives of
individuals and grows a workforce in any state. She
remar ked that she thought of apprenticeship as construction
- she had gone to a Wite House apprenticeship conference
in Septenber [2015] and had been blown away by the nodels
of apprenticeship that were conpletely beyond construction
(e.g. mning, healthcare, insurance, and other). She
continued that there were terrific nodels used in Europe
that utilized registered apprenticeship to help individuals
determne their career paths. She believed it would be a
great way to encourage the use of registered apprenticeship
for any nunmber of industries. Currently the departnment was
focusing on increasing the state's healthcare workforce
through registered apprenticeship, but it did not plan to
stop there.

Representative WIson commended the departnent for finding
efficiencies in leasing and other. She remarked that
besides matching funds the departnment used grants. She
spoke to uses for the grants on things |ike AVTEC, adult
education, GEDs, and the Construction Acadeny. She noted
that all other budgetary itens received nmatching funds. She
tal ked about giving grants to schools the state had been
giving grants to because they were there. She spoke to
efforts to be nore efficient on utilizing the University
and DLWD. She believed the departnment was taking the |ead,

especially on the courses they had discussed, and letting
the University be the academics. She believed it was how
better programs were found. She spoke to concern about out
of work individuals and believed it was the way to keep
t hem goi ng. She was proud the departnent had found federa

funds to start something the state had not done in a |ong
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time. She believed growh would occur in DLWD by | ocating
funds that specifically fit the departnent.

3:07:35 PM

Vice-Chair Saddler pointed to slide 12 related to a
reduction to the Construction Acadeny by $600,000. He asked
how the reduction had inpacted the operation. He thought
the i ntended audi ence of the acadeny had been retargeted.

Conmi ssioner Drygas replied that the budget subconmttee
would continue to address the Alaska Construction
Academi es. She believed it was inportant and was a |arge
part of the departnment's budget. She explained that the
acadenm es had worked hard to increase the donations they
received (e.g. donated space, instructors, and equipnment),
which they had to rely on nore heavily given the decrease
in state funding. The reduction had forced the academ es to
operate at a nuch | eaner |evel than in the past.

Representative Minoz asked how the funding worked for the
construction acadeny. She asked if funds went to secondary
and postsecondary schools. Commi ssioner Drygas replied that
the funds went to postsecondary adult education as well as
hi gh school students for exposure to the construction
trades. She deferred the question to M. Harbour for
further detail.

Ms. Harbour expounded that in FY 14 one-third of the
funding had gone to adult training and two-thirds had gone
towards secondary education. In the past year the
departnment had retargeted and had taken the majority of the
$800, 000 reduction from FY 16 at the secondary |evel (based
on direction given to the departnent to focus on adults).
She stated that at present about half of the funding went
to adult education and half went to schools.

Representative Minoz asked if the proposed $600,000
reducti on woul d jeopardi ze any of the current prograns.

Comm ssi oner Drygas answered that the answer was not yet
known. She believed that the Al aska Construction Academ es
was a policy question. The subcomm ttee had been di scussing
whether it was the purview of DLWD to have funding that
went towards high school students for construction
training. She believed it absolutely was. She expounded
that the departnent could not fulfill its mssion of

House Fi nance Conmmittee 30 01/29/16 1:32 P. M



training workers if it did not provide young Al askans wth
exposure to the construction industry. She opined that it
was vitally inportant. She continued that schools were
doing sone of the work, but construction acadenm es were
picking up a significant amount of the work to provide
students wth an opportunity to try the trades. She spoke
to the aging workforce in the construction industry; there
woul d be sone significant problenms heading into the future,
especially as the state |ooked at building a gasline. The
departnment had worked on several presentations regarding
its Ol and Gas Wrkforce Devel opnent Plan, specifically
targeted to gasline workforce devel opnent. She was
concerned that as funding was ratcheted back it would nmake
the departnment's job much nore difficult because it was
necessary to build up the workforce; it did not just
happen. She believed it was critical to expose individuals
to the trade as early as 7th or 8th grade.

3:12:32 PM

Representati ve Edgnon pointed to the photo on slide 19 and
asked for detail. He wondered if there were other simlar
opportunities with the Departnent of Corrections (DOC) and
ot her correctional facilities.

Comm ssioner Drygas replied that the wonen in the photo had
been incarcerated at the H ghland Muntain Correctional
Center. The wonen had engaged in a program which she could
have her colleague provide information on if desired. She
comuni cated that the departnent did significant work wth
the Hi ghland Muntain Correctional Center. She noted that
there were sonme terrific wonen at the facility. She
el aborated that the departnent had been tasked w th doing
its part to reduce recidivism in Al aska. She paraphrased
Governor Bill Walker's statenment that when a person had a
job they tended to conmit fewer crines. She stated that
when a person had a job they had sonmething to do, had self-
worth, and had a purpose - all of which reduced recidivism
She would love to expand prograns |ike the one highlighted
on slide 19. She pointed to a great collaboration with the
iron workers apprenticeship program with H ghland Muntain
Correctional Center, which she would |ove to expand, but it
was a matter of locating funds. She concluded that it was
the type of work that really mattered.

Representative Edgnon asked if the H ghland Muntain
Correctional Center offered advantages for the departnent
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to do prograns |ike the one highlighted on slide 19. He
had heard a reference (possibly from DOC staff) to
advant ages of noving the inmates to the Pal ner Correctional
Facility.

Comm ssioner Drygas could not speak to the difference
between the Palnmer and Hi ghland Correctional Facilities.
One of the reasons the departnent was engaged with the
incarcerated individuals at Hi ghland was because they are
wonen. One of the things the departnment was trying to do
t hrough several initiatives was to increase the nunber of
wonen and minorities in the construction industry as well
as an apprenticeship.

3:15:43 PM

Representative Gara turned to slide 18. He asked about
enpl oynment and trai ni ng services rel at ed to t he
Construction Acadeny. He observed there had been a $5
mllion cut fromthe prior fiscal year from $23 mllion to
$18 nmillion. He remarked that $800,000 had been cut from
t he Construction Acadeny the previous year.

Comm ssioner Drygas answered that the reduction had been
$835,800 from the Construction Acadeny. There were three
regional training centers that received UG funds, which
had been cut in half to $678,300. Additionally, the Al aska
Youth First Conpass Al aska, Career and Techni cal Educati on,
and Ol and Gas Training Gants prograns had all been
elimnated at a total of $2.4 mllion.

Representative Gara asked if the cut to the Youth First
program had occurred the previous year or the year before
that. M. Harbour answered that two years earlier the
program had been cut in half and funded as a one-tine item
The program had then ended in FY 15.

Representative Gara referred to the three grants that had
been cut the prior year. He noted that Youth First and Q|
and Gas Training grants had been cut. He asked about the
third program

Comm ssi oner Drygas answered that the third program was the
Career and Techni cal Education program
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Representative Gara asked for the total for the three grant
cuts. Conmissioner Drygas replied that the total cut was
$2, 421, 300.

Representative Gara understood the proposal to cut the
Construction Acadeny by another $600,000 in the comng
year. He asked if there were any other proposed cuts to
training in the comng year. Conmm ssioner Drygas replied in
t he negati ve.

Representative CGara asked how nmuch had been remamining in
the Youth First program the previous year that was
subsequently cut. Comm ssioner Drygas replied $1.4 mllion.

Representative WIson spoke to the Construction Acadeny.
She asked if it would be a benefit to have a grant that
could be tailored to changing progranms instead of having a
pass-through grant for one industry (i.e. nur si ng,
restaurant, and others). She elaborated that there were
many other career paths outside of construction. She
remarked that a significant amount of the construction
unions had their own apprenticeships. She asked what would
the benefit of limting the grant to construction versus
tailoring the program to be nore |like the State Training
Enpl oynment Program where a grant could go to provide
training in many different areas.

3:20: 08 PM

Comm ssioner Drygas answered that the idea was interesting
and she believed it was a policy question for the
| egi sl ature. She believed the Construction Acadeny was good
because there was an existing structure in place.
Additionally, there was a need for nore construction
workers in the state, especially as the state geared up
towards building one of the largest projects in North
Anerica [gasline]. She hesitated to say that it would be
prudent to nove the noney soneplace else at present. She
was not trying to say that the mning industry, healthcare,
or fisheries industries were not inportant. There were so
many places that needed focus; the departnent was taking on
one chunk at a time. She reiterated her hesitation at doing
sonmething else with the funding or using it as a fund to do
all types of different prograns. She would l|ove to have

nmore funding for things like that, but she did not
antici pate receiving additional funds. She relayed that the
Al aska Construction Acadeny nodel was a good one; it
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exposed individuals to the construction trades. Many of the
adults or high school students receiving the exposure, went
on to healthy careers in the construction industry. She
stated that the acadeny was a terrific feeder for the
construction industry that she would be rem ss to cut off.

Representative WIson agreed that it was a good program
She reasoned that if the acadenmy was that good it would
have the ability to conpete for funds conpetitively. She
stated that it would be a policy decision about why the
state was favoring one group over all other needs in the
state. She stated that it was a pass-through grant and it
was difficult to measure. She reiterated that if the
program was conpetitive and able to neet the criteria
funding would not be discontinued, but others would also
have the sane opportunity. She remarked that she wanted to

expose high school students to all kinds of trades;
however, the Ilarger policy question was whether DLW
continued to do what it was doing and send a bill to the

Department of Education and Early Devel opnent or schools
for partial paynent. She remarked that schools had CTE
funding within the education foundation fornula. She stated
that it was not really about whether the state believed the
opportunity should be in the high schools - it was nore
about who paid. She noted that the discussion would be
continued in subcommttee. She reasoned that it was a
broader policy call about where services bel onged when one
departnment could not get the nobney from their area and
hoped another departnent would take it on. She was not
saying the Construction Acadeny was bad, but she believed
the state was basically favoring one group over another.
She remarked that the state brought in enployees to the
seafood and mning industry for very high paying jobs. She
spoke about a DLWD trends report, which showed construction
was falling off because there was not funding for it; it
was not a l|large demand conpared to other areas. She
stressed that the state's children were mssing out on high
payi ng j obs.

3:24: 45 PM

Vi ce-Chair Saddler noted that the jobs that would cone from
the gasline were not in the short-termtine horizon.

Representative Gara stated that he did not see the

Construction Acadeny as favoring construction workers over
ot her people; he saw it as all that was left. He detailed
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that the Youth First Program had been del eted, which had
addressed the goal of getting youth into all sorts of
careers. He countered that the |legislature was not favoring
construction; the acadeny was all that renmai ned out of what
used to be a nuch bigger job training pipeline. He asked if
there was a significant portion of private funding for the
Construction Acadeny.

Comm ssioner Drygas answered that it had always been the
case that private funds were primarily donated to the
Construction Acadeny in the form of equipnent, instructors,
and space from school districts.

Representative Gara asked for information about the Youth
First program that had been elimnated. He recalled that
the program had enabled students to neet wth job
counselors to help them |ocate available resources, which
would enable them to get into professions they were
interested in.

Ms. Harbour replied that there had been two different parts
to the Youth First program A portion had gone through the
job centers for enployees to work directly with youth to
i nt erest t hem in di fferent career opportunities.
Additionally, there had been conpetitive grants awarded
annually for youth training activities. For exanple, there
had been a healthcare acadeny at the King Career Center in
Anchorage that had been funded with the grants. She did not
recall all of the work related to the healthcare acadeny.

Vi ce-Chair Saddl er discussed the schedule for the foll ow ng
nmeet i ng.

#
ADJ OURNIVENT

3:27:39 PM

The neeting was adjourned at 3:27 p. m
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