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3:16:11 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing

Commttee neeting to order at 3:16 p.m Represent ati ves
Josephson, Hughes, Tilton, Kito, and O son were present at the
call to order. Representatives Colver and LeDoux arrived as the

neeting was in progress.

OVERVI EW DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT -
COWMM SSI ONER HEI DI DRYGAS

3:16: 47 PM

CHAI R OLSON announced that the only order of business would be
an overview of the Departnent of Labor and Workforce Devel opnent
by Conm ssioner [ Designee] Heidi Drygas.

3:17: 42 PM

HEI DI DRYGAS, Conmi ssioner Designee, Departnent of Labor and
Wor kf orce Devel opnent (DLWD), provided a brief personal and
prof essional history, relating that she was born and raised in
Fai rbanks, and has a history degree from the University of
Al aska Fai rbanks. She attended |law school in Salem Oregon,
returned to Fairbanks, and clerked for Alaska Superior Court
Judge Penguilly in Fairbanks. She noved to Anchorage and wor ked
as an associate for Guess and Rudd, primarily in the area of
i nsurance defense, and as general counsel for the Al aska
District Council of Laborers for nearly 10 vyears, handling
negotiations, contract admnistration, grievance adjudication,
arbitration, and hearings before the Al aska Labor Relations
Agency and the National Labor Rel ati ons Board.

3:20:16 PM

COWMM SSI ONER DRYGAS began a Power Point overview by stating the
departnment's m ssion: to provide safe and |egal working
conditions and advance opportunities for enploynent for Al askans
[slide 1]. The departnment acconplishes this nmission and key
program priorities of protecting Al aska's workforce through
statutory and regul atory assistance and enforcenent, devel oping
an Al askan workforce for Alaska's jobs, and incone replacenent
for injured, unenployed, and permanently disabled workers. She
hi ghlighted the offices scattered across the state, wth red
dots that represent the Alaska Job Center Network, blue dots
that indicate the vocational rehabilitation offices - the Al aska

HOUSE L&C COW TTEE -2- January 30, 2015



Vocati onal Technical Center (AVIEC) is located in Seward - and
finally, green dots that represent the other program offices,
i ncl udi ng unenpl oynment insurance, |abor standards and safety,
wor kers' conpensation, and other progranms that will be discussed
later [slide 2].

3:21:36 PM

COM SSI ONER DRYGAS reviewed the DLW s organizational chart,
noting this <chart lists the organization by key program
priorities. She pointed out that two divisions have prograns
that cross program priority lines - Enploynent Security and
Vocational Rehabilitation, but sonme lines of distinction are "a
little bit fuzzy." For exanple, the Division of Wrkers'

Conmpensation has some crossover into the "protect workers
priority" since the division nust ensure enployers have workers
conpensation insurance for their enployees. The departnent has
historically placed the aforenmentioned division in the "income
repl acenent”™ area since workers' conpensation primarily ensures
benefit paynents to Al aska's injured workers.

3:22:27 PM

COWM SSI ONER DRYGAS directed attention to the Al aska Labor
Rel ati ons Agency (ALRA) that admnisters the Public Enploynent
Rel ations Act (PERA) and to the |abor provisions of the Al aska
Rai |l road Corporation Act, pertaining to collective bargaining
for public enployers. The ALRA facilitates resolution of
di sput es between organi zed | abor and public enpl oyers.

3:22:38 PM

COW SSI ONER DRYGAS related the Alaska W rkforce Investnent
Board (AWDB), a 26-nenber board representing industry, |abor,
educat i on, commer ce, and Native groups, provi des policy
oversight of state and federally funded job training and
vocati onal education prograns. The AWB provides an annua
report to the legislature on the performance and eval uation of
the state's training prograns and wll nmeet in Juneau on
February 2 and 3.

COM SSI ONER DRYGAS directed attention to Alaska Vocational
(AVTEC) whose mission is to provide market-driven vocational and
technical training to prepare Al aska residents for jobs. In FY
[fiscal year] 14, AVTEC had 382 |ong-term program enrollees and
898 short-term enrollees and AVIEC s FY 14 conpletion rate was
89 percent, plus 89 percent of AVIEC s FY 13 graduates were
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placed in training-related jobs within the follow ng year. She
remar ked that the departnment is very proud of the aforenentioned
statistic.

3:23:43 PM

COW SSIONER  DRYGAS turned to the Division of Busi ness
Part ner shi ps, which adm nisters the departnment's conpetitive and
pass-through workforce devel opnent grant prograns [slide 7]. In
FY 14, a total of 2,954 Al askans received training through the
State Training and Enpl oynment Program (STEP). She reported that
87 percent of the FY 13 STEP training participants entered
training-related jobs in Al aska.

3:24: 06 PM

COM SSIONER  DRYGAS directed attention to the Enploynent
Security Division, which provides enploynent and training
services through the Alaska Job Center Network and online
through the Al aska Labor Exchange System (ALEXsys) [slide 8].
This division also provides economc stability to unenployed
Al askans through unenpl oynent insurance and adult basi c
education services to advance opportunities for enploynment for
Al askans who need extra assi stance.

3:24:39 PM

COM SSI ONER DRYGAS directed attention to Labor Standards and
Safety, noting this division provides occupational safety and
health, training and nonitoring of |aws governing occupational
safety and health, wages and hours, child |abor, and electrical

and mechani cal codes [slide 9]. This division also supports the
Al aska Safety Advisory Council (ASAC) that is responsible for
the annual Governor's Safety Conference. This past year the

di vision developed a 10-hour Cccupational Safety and Health
Adm nistration (OSHA) safety course used to inprove safety in
the target industry of seafood processing. As a direct result
of this OSHA course, the state experienced a record |ow
wor kpl ace lost time per 100 enpl oyees of 0.51 percent, down from
1.13 percent in FY 13. She characterized this as being a
remar kabl e dr op. A mgjority of the decrease occurred in the
seaf ood processing industry and the departnent is very proud of
that statistic.

3:25:41 PM
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REPRESENTATI VE LEDOUX asked what caused the drop in the seafood
processi ng industry.

COM SSI ONER DRYGAS offered her belief that it was directly
related to the 10-hour OSHA safety course, specifically geared
towards the seafood processing industry, which had a significant
and imediate effect. She indicated the departnment wll
continue this program in the future since it clearly had a
positive effect for Al aska's workforce.

3:26:11 PM

COW SSI ONER DRYGAS stated that the Division of Vocational
Rehabilitation (DVR) assists Alaskans wth disabilities to
secure and nmintain enploynent and provides econonmic stability
to disabled Alaskans through Soci al Security disability
determ nati ons. In FY 14, the DVR had 607 individuals enployed
upon exit of their individualized plan for enploynent: an
increase from 598 in FY 13 represents the second highest |evel
on record. The average wage of enployed individuals exiting the
program equal ed $14.31, an increase from $13.84 in FY 13, she
sai d. In fact, Alaska has regularly been in the top 15 in the
nation for the average wage.

3:27:02 PM

REPRESENTATI VE HUGHES noticed the map does not show the
Mat anuska- Susitna valley as having a vocational rehabilitation
center. She asked whether that center is still in operation.

COWM SSI ONER DRYGAS assured Representative Hughes that the
departnment has a vocational rehabilitation center located in the
Mat anuska- Susi tna val | ey.

REPRESENTATI VE HUGHES renarked that her daughter participated in
the center a nunber of years ago. She had significant hearing
loss and it was a great resource for her, she said. She counted
her daughter anong the vocational rehabilitation success
stories, given that her daughter went on to college, is
gainfully enployed, and is a good citizen.

CHAIR OLSON commented he heard the Mil doon office mght close
He asked whether the Mil doon job center office is still open.

COWMM SSI ONER DRYGAS answered yes; however, due to a significant

reduction of federal funds and general funds, it is all but
certain that sonme job centers wll close. The eval uation
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process is currently underway, but she would like to review the

final |ist. She expressed an interest in wrking wth
| egislators on offices being considered, commenting that while
the centers may still close, she prefers to use a collaborative

process. She agreed the map needs to be revised to reflect the
Wasilla center to ensure that people know the center offers
servi ces.

3:29: 03 PM

COW SSI ONER  DRYGAS stated that the Wrkers'  Conpensation
Division aids Alaskans wth enploynent-related injuries and
ill nesses by admnistering the Al aska Wrkers’ Conpensation Act,
the Fishernen’s Fund, the Workers’ Conpensation Benefits
GQuaranty Fund, and the Second Injury Fund [slide 11].

3:29:31 PM

COWM SSI ONER DRYGAS directed attention to the FY 2016 Covernor's
endorsed budget, which totals $179.4 mllion, of which $94.4
mllion or 53 percent is derived from federal funds. The
departnment's unrestricted general funds in the FY 16 endorsed
budget total $29.2 mllion, which is down $4.2 mllion from FY
15. She indicated this is equivalent to a 12.5 percent
reducti on. To inplenent this reduction, the department wll
focus on the governor's goal of redesigning admnistrative
infrastructure to nmmintain maxi num program and services and
delivery [slide 13]. She said there will obviously be funding
inplications for progranms resulting from a cut of this
magni tude, but she is commtted to streamining services,
finding efficiencies, and developing partnerships to maintain
key services and programpriority.

3:30: 31 PM

COWM SSI ONER DRYGAS outlined her vision for the departnment. She
related she has had an opportunity to visit many of the
departnment's canpuses in Anchorage and Juneau and | ooks forward
to visiting those offices in the Mtanuska-Susitna valley,
Fai rbanks, and in other outlying areas. She has been struck by
the staff's attitude and conmitnent to protect the public and
provi de assi stance. She enphasized that her goals are to
streanline programs and revanp the workforce devel opnent system
to ensure maxinum effectiveness and efficiency wthin a
sust ai nabl e budget. Under consideration is a proposal that
would return the departnent to its FY 13 structure, wth
wor kf orce devel opnment grants adm nistered by the Division of
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Enpl oynent Securities instead of a separate Division of Business
Part nershi ps, she said, estimating this will result in a savings
of $850,000. This revanp is critical to ensuring the maxi num of
funds are being distributed in the form of grants for training
and wor kf orce devel opnent opportunities for Al askans.

3:32: 07 PM

COWM SSI ONER DRYGAS enphasized the inportance of increasing
Al aska hire to ensure that Al askans are getting Al aska' s jobs.
Part of this effort will be nore targeted workforce devel opnent
funding in areas with high nonresident hire and increasing the
focus on Al aska hire enforcenent. In fact, the DLW is charged
by statute to enforce the state's resident hire |aws. Hiring
Al askans to fill Alaska's jobs is critical to the economc
success of the state and the residents the departnent serves,
she sai d. Al aska has one of the highest ratios of nonresident
to resident workers in the nation, which inpacts the rate of
unenpl oynent anong residents. Further, nonresident workers use
services provided by the state but do not contribute fairly to
the cost of those services because the state has no personal

incone or sales tax. She concluded that Al askans suffer
econonmcally when nonresidents displace qualified residents
since resident workers contribute to local taxes as well as

their share of royalties fromnatural resources. She offered to
continue to focus on the departnent's other key priority program
areas of fostering economic stability for injured, unenployed
and disabled workers and ensuring safe and I|egal working
conditions for Al aska's workers.

3:33: 26 PM

CHAIR OLSON asked for further clarification whether t he
departnment will continue with the construction academ es.

COW SSI ONER DRYGAS said she thinks it is a good exanple of
trai ning young Al askans. She characterized it as a terrific
program that exposes youth to the construction trades. She
acknowl edged that it uses general fund nonies, but she will work
hard to maintain the funds since the program is inportant and
vital to young Al askans.

3:34:10 PM

CHAI R OLSON commented that he is famliar with the one in Kenai
and the program has been helpful as the region ranps up for
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gasline projects. He recalled that the DLW suffered budget
reductions | ast year.

COWM SSI ONER DRYGAS agr eed.

3:34:56 PM

REPRESENTATI VE HUGHES recal | ed t he gover nor nmenti oni ng
vocational education and partnering wth the schools. She asked
whether any work has been done wth the Departnent of

Corrections in assisting inmates return to the workforce.

COWM SSI ONER DRYGAS answered that the governor is commtted to

vocational and technical training. He has requested that the
commi ssioners of the Departnent of Labor and Workforce
Devel opnent (DLVD) , Depar t ment of Educati on and Early

Devel opnent (EED), and the university partner together to work
on nmaki ng wor kforce devel opnent opportunities nore efficient and
essentially do nore with less. |In fact, she nmet with University
of Alaska President Ganble to discuss vocational and technical
training and they plan to work together on the aforenentioned
I Ssues. In addition, she net with Conm ssioner Hanley [EED] on
career and technical training education. The DLWD, EED, and the
UA are partnering together and hope to identify key areas for
wor kf orce training and are excited about the opportunity.

3:37:17 PM

COM SSIONER DRYGAS also related that she has net wth
Departnent of Corrections Conm ssioner Taylor to continue the
partnership with respect to re-enploynent of prisoners. She
offered that jobs give prisoners a purpose, which has an obvious
effect on recidivism She related a scenario in which the
judicial system worked with wonen at the Hiland Correctional
Cent er. Later she received feedback from a wonman who received
the training who credited the training with hel ping her turn her
Iife around. She remarked that stories |like the aforenentioned
one inpact us and she's wondered how she could help. Now she
has a chance to enhance the partnership with the DOC on that
program she said.

3:39: 14 PM
REPRESENTATI VE HUGHES related a personal scenario, noting her
husband ran a nedical departnent in five of the correctional

institutions and recalled him sharing that inmtes sonetines
purposefully get arrested and return to prison because they
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cannot obtain jobs, need nedical attention, but cannot afford
it. This also leads her think about veterans. She asked
whet her the departnent partners with the Departnment of Mlitary
and Veterans Affairs (MA) on job placenent for returning
vet erans.

COW SS| ONER DRYGAS stated that the Helnets to Hard Hats is a

program to help enploy veterans in the construction trades. In
addition, the departnment works with the Mlitary Youth Acadeny
on sone of their program requirenents. She reported that she

was invited to speak to a group of currently enlisted officers
and nenbers of the mlitary about career opportunities as they
transition into civilian life. She deferred to her staff to
respond.

3:41: 32 PM

PALOVA  HARBOUR, Di rector, Central Ofice, Di vi si on of
Adm ni strative Services, Department  of Labor & Workforce
Devel opnent (DLWD), stated that the Healing Heart program works
with veterans who need assistance adjusting to civilian life.
The departnent partners with the Healing Heart program through a
state training and enpl oynent grant.

3:42: 33 PM

REPRESENTATI VE JOSEPHSON said he was interested in Alaska hire.
He understands sone constitutional issues prevent the state from
not hiring people from other states. He expressed an interest
on how far the envel ope can be pushed. He asked whether the
departnment has an expert on reform

COW SSI ONER DRYGAS stated that she is very famliar with many
experts on Alaska hire. She offered that the departnent is in
the process of an Alaska resident hire study, plus she is
famliar with the challenges from her work at the Al aska
District Council of Laborers. She indicated the departnent is
committed to enforcing Alaska hire to the fullest extent of the
aw. Governor Wal ker has made it clear that Alaska hire is one
of his top priorities. She said, "It's good for Alaskans, it's
good for the state, and it's good for the economc bottom |ine
so that will be one of ny key focuses noving forward."

REPRESENTATI VE JOSEPHSON asked to be kept inforned.

COWMM SSI ONER DRYGAS agreed to do so.
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3:44: 41 PM

REPRESENTATIVE KITO referred to the issue of coordination with
the EED and the UA on efforts. He wondered what types of things
all three agencies could work on together.

COWM SSI ONER DRYGAS answered that the Departnent of Education &
Early Devel opnent, the University of Al aska, and Departnent of
Labor & Workforce Devel opnent have started discussions. The
governor has made it clear that these three agencies needed to
create a CTE [Career and Technical Education] plan for the
state. She has held discussions with Conmm ssioner Hanley and
al t hough they haven't identified specifics, they have considered
perhaps a task force approach to devel op benchmarks to focus on
actual results and inprove CTE training in the state. She
highlighted that there is sense of cooperation between the UA
the DLWD, and the EED. She wants to make an inpact when it
cones to CTE.

3:47:10 PM

REPRESENTATI VE KI TO asked whether the three organizations wll
consi der where Alaska's workforce will be in 8-10 years as the
state gears up for a gasline to ensure that resources are
avai l abl e to train Al askans.

COM SSI ONER DRYGAS offered that the departnment previously
worked on a plan when the Al aska Gasline Inducenent Act was in
pl ace. Thus, the departnent has a gas devel opnent plan that it
can build on that identifies many different occupations Al aska
needs to be ready to fill in the event of a gas pipeline. She
related that the departnment wants to update and refine the plan
for this admnistration. She concluded by saying the nice thing
is that the departnent is not starting from zero.

3:48:38 PM

REPRESENTATI VE HUGHES recalled there being spreadsheets that
hi ghlighted the various types of workers that would need to be
trained for the future. She also reported that she visited the
Donlin Gold site this fall and understood the conpany
anticipates that current 7th grade students wll provide the
wor kforce for its proposed project. She enphasized the
inportance of the departnent working with the Departnment of
Education and the school districts throughout Al aska. She
suggested that the commissioner should also look at the
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Mat anuska- Susitna Career and Techni cal hi gh  school as a
conpetitive nodel high school.

REPRESENTATI VE HUGHES asked how Commi ssioner Drygas |ikes her
new posi tion.

COWM SSI ONER DRYGAS said has only been on the job for four
weeks, and although she | oved her previous work, it is not often
one has an opportunity to influence and affect Al askan workers.
She feels |like the job provides her with a broader scope due to
the departnent's enphasis on protecting Alaska's workers and
increasing training opportunities for Al askans. She said she
finds her staff to be very conmmtted and she is hunbled and
honored to serve in this capacity.

3:53:18 PM

CHAIR OLSON highlighted that approximately 1,000 people are
wor ki ng at Point Thonson and about 400-500 in Cook Inlet on the
new gas work in existing fields and on the prep work at N ki ski.
Many workers conme from the Lower 48 since the state |acks
skilled workers. He predicted that further |abor shortages wll
occur. However, he also noted that nost of Al aska's workers are
famliar wth [UA] wurinalysis tests whereas sone Lower 48
wor kers cone in and cannot pass them He suggested drug testing
m ght need to be incorporated into training prograns. He al so
commented that the state is closer [to a gasline] than ever, but
it is not ready for it in terns of skilled workers.

COWM SSI ONER DRYGAS agreed. She also agreed that the
aforenentioned | abor issues need to be addressed. She assured
menbers that this admnistration is commtted to training
Al aska's workforce and in devel oping a conprehensive workforce
devel opnent pl an. She highlighted that the Al aska Wrkforce
| nvestnent Board (AWB) will be neeting next week and workforce
devel opnment is sonething the board wll consi der. She
enphasi zed her desire to elevate the work this board does for
the state. She offered her belief that the AWB should be the
overall policy nmaking authority for workforce devel opnent in the
state. The governor is also interested in enhancing the AWB's
role in leading the state in ternms of workforce devel opnent, she
sai d.

3:55:48 PM

CHAI R OLSON poi nted out that drug testing will get a little nore
conplicated when marijuana is |egalized. He expressed concern
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that sone people will think it is legal and will fail their UA
testing as a result. He offered his belief that the state
shoul d have studied Colorado and Washington's experiences in
| egalizing marijuana prior to taking action.

COWMM SSI ONER DRYGAS answered that the aforenmentioned issues were
raised in the Senate Labor & Commerce Standing Commttee. She
said plenty of things are legal, but it doesn't nean people can
keep their jobs if they are under the influence of drugs or
al cohol , especially when operating heavy equi prnent.

3:57:41 PM

REPRESENTATI VE JOSEPHSON brought wup a problem with abuse of
i ndependent contractors, with enpl oyees not covered by
unenpl oynent insurance or workers' conpensation under the guise
of their workers not being enployees. He hoped this is
something the departnent wll exam ne. He said it seens as

t hough sonme type of reformis needed.

COM SSIONER DRYGAS said she is very aware of wor ker
m scl assification issues. She recently met with John Lund from
the federal Departnment of Labor (U S . -DOL) in the Wst Coast.
She recalled he wanted to address worker msclassification and
whether the U S.-DOL can partner with the state Departnent of
Labor & Workforce Devel opment on enforcenent of those |laws. She
offered that the federal agency has a franework for enforcenent
actions in terns of independent contractors. She said this
issue has a huge effect on the econony since sone independent
contractors are not paying the appropriate taxes, such as

wor kers' conpensation or unenploynent insurance. She agreed
there are huge ramfications for that. She stated that Gey
Mtchell, D vision of Labor Standards director will work wth

M. Lund, U S.-DOL on these issues. She stated that this issue
is very inportant, not just in terns of the econony, but in
terms of how it affects Alaskans who are injured on the job or
need unenpl oynent i nsurance benefits. Sonme i ndependent
contractors don't realize they have to file the appropriate
taxes on their workers, who are enpl oyees as defined by the |aw.

4:00: 32 PM
ADJ OURNMENT
There being no further business before the commttee, the House

Labor & Comerce Standing Comrittee neeting was adjourned at
4:00 p. m
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