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EXECUTIVE SUMMARY

The State Training and Employment Program (STEP) served more than 1,000 new clients in both 
FY95  and FY96, then saw enrollments jump more than 40% in  FY97.

Costs per active client have declined steadily between FY95  and FY97, fa lling from $1,981 per 
client to $1,640. G iven  the growth in the program, total expenditures have risen from $2,347 m illion  
in  FY95  to $2,940 m illion  in  FY97.

In the past three years o f  the program five o f  s ix clients left under positive circumstances. O f  FY96  
applicants, 25% entered newly created jobs, and one in five entered vacated ones.

In FY97, slightly more than one-half o f  the program’s clients were e lig ib le to participate because 
they were drawing unemployment insurance (UI) benefits, while  an additional 13% were 
unemployed but had exhausted their benefits. One in four clients were still employed when they 
entered STEP  in  that year, though for many o f  these their job loss was imminent.

In the four quarters before entering STEP, FY95  applicants filed  538 claims for U I and collected a 
total o f  over $1,629,000. In the four quarters after completing STEP, only 345 claims were filed  
w ith a total value o f  $8U,000, a cost savings o f  more than 50 percent These savings were s lightly 
more than one-third the cost o f  the program, for a payback period o f  less than three years.

Comparisons with A laska Permanent Fund D ividend records show that 93% o f  STEP  applicants 
filed  for a dividend either for the year prior to entering or the year in which they entered STEP.

Total wages for FY95  clients decreased slightly from S I2.5 m illion  for the last four complete 
quarters prior to entering STEP  to SI 1.5 m illion  for the first four complete quarters after leaving the 
program. C lien ts’ average quarterly wages while ',"'rking actually rose, increasing from $4,682 
prior to entering S T EP  to S4.724 after leaving the gram.

Wage changes were not consistent among racial and age groups or between the sexes. Younger 
clients showed the greatest gains in wages, while older workers posted generally lower wages after 
completing STEP. The race groups A laska Natives/American Indians and Blacks showed higher 
wages after completing STEP, while other racial groups saw wage declines.

In FY97  37% o f  ST EP  clients were female, compared to 48% o f  the state’s population and 42% o f  
its labor force as recorded in the 1990 census.

Whites comprised 54% o f  all STEP clients in FY97, followed by Alaska Natives/American Indians 
at 30%, B lacks 7%, Hispanics at 5% and Asians/Pacific Islanders at 3%. This comparer, to A laska ’s 
labor force composition o f  80% White, 10% Alaska Native/American Indian, 4% Black, 1%
Hispanic, and 4% Asian/Pacific Islander.

In FY97  slightly over one-half o f  STEP  clients were being served by the Statewide Service Delivery 
Area (SDA), one-third by the Anchorage SD A . and the remainder by the Fairbanks SDA.



INTRODUCTION

This document is a continuation o f  the series o f  reports prepared by the Alaska Department of Labor 
reviewing the performance o f  the State Training and Employment Program (STEP). Information on 
ST EP  clients was provided to the Research and Analysis Section by the Department o f Community 
and Regional A ffa irs ’ Job Training Partnership O ffice. Th is data provides the basis for analyzing 
the types o f  clients being served by ST EP  and their success in  completing the program.

Research and Analysis staff also collected clients’ employment and earnings histories and their use 
o f  unemployment insurance benefits from databases maintained by the Department o f Labor. Th is 
information was used to quantity the benefits o f  STEP  program participation for clients. 
Comparisons o f  a client’ s use o f  unemployment insurance p rior to entering STEP  and after leaving 
STEP  give an indication as to the client’ s ab ility to find and maintain a job. Sim ilarly, comparisons 
o f  a client’s employment history and earnings pre- and post-STEP serve as an indicator o f  
em ployability and value o f  their job  s k i l l s . -----------

SCOPE OF THIS REPORT
Th is report focuses on clients who entered the program during the last three complete fiscal years — 
FY95  through FY97. S im ilar reports on the program’s performance in  earlier years are available for 
review.

Clients applying to STEP  in FY96  were the most current group for which complete data was 
available to calculate such before-and-after performance measures. Insufficient time has elapsed to 
collect post-STEP employment and unemployment usage data for FY97  participants, although pre- 
STEP  participation wages. U I usage data and clients’ demographic information are available and 
were included in the analysis.

The reader should note that wage and unemployment insurance usage information is available only 
for those clients remaining in Alaska. For that reason, pre- and post-STEP results for those clients 
who entered or left the state w ithin one year o f  STEP  participation cannot be accurately compared. 
To get some indication as to tne extent STEP  participants entered and left Alaska, Permanent Fund 
D ividend records were used to track clients’ residency.



BRIEF HISTORY AND PROGRAM OVERVIEW
STEP  began serving clients in the latter h a lf o f  fiscal year 1990 (FY90); the delayed start o f  the 
program meant only 138 clients received assistance that year. (See Figure 1.) By FY 9 I the program 
had seen a tenfold increase in 
the number o f  applicants. A fter 
a drop m .FY92, the numbers o f  
clients swelled to 1,500 new 
clients in FY94. The level o f  
new applicants had fallen to 
just over 1,000 in both FY95  
and FY96. Data fo r FY97, 
however, show more than 
1,400 individuals applied to the 
STEP  program.

The STEP  program has three 
objectives as outlined in its 
original legislative intent 
language:

1. . He lp  prevent future claims against unemployment benefits;
2. Foster new jobs by encouraging businesses to locate in A laska due to the availability o f  a 

sk illed  labor force and lower unemployment costs;
3. Increase the training opportunities to those workers severely affected by fluctuations in the 

state economy or technological changes in the workplace.

In August 1996, the A laska Human Resources Investment Council (A H R IC ) and the departments o f  
Labor and Community &  Regional A ffa irs  adopted measures to determine ST E P ’s success in 
attaining the program's objectives. These measures were used in this report to evaluate the 
program’s performance, and w ill be discussed more fo lly  be low .1

ORGANIZATIONAL STRUCTURE OF THE STEP PROGRAM
Oversight o f  the STEP  program is centered at the A laska Human Resource Investment Council 
(AHRIC), while general management o f  the program is the responsibility' o f  the Job Training 
Partnership O ffice  (JTPO) w ithin the Department o f  Community and Regional Affairs. The JTPO  
coordinates w ith three contracting agencies to provide client services to STEP participants.
Currently the three contracting agencies are the Private Industry Councils covering the State’s three 
Service Delivery Areas (SDAs).

1 A pplying ihe perform ance m easures approved  in FY97 to earlier data w a' done solely to provide one m e a s u r e  

o f  Uie effectiveness o f  the STEP program  in ihe years being s t u d i e d  Any program ’s goals, and therefore the appropriate 
m easures o f  success, can shift over tim e. A pplying new ly defined perform ance m easures to prior y ea rs’ results m ay not 
accurately reflect a p rogram ’s actual perform ance, nor serve as an accurate predictor o f  future perform ance.

Figure l STEP Applicants by Fiscal Year 
I 4 » i ---------------------------------------------------------------------------------------
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W hile the SD As provided many services to the clients directly and were responsible for managing a 
client’s training activities, they also contracted w ith other organizations to provide client services 
and they set up working partnerships to promote STEP activities. The diversity o f  types o f  
contracting agencies was matched on ly by the diversity o f  services each agency provided. Typ ica l 
contracting agencies included pub lic and private post-secondary educational institutions, private for- 
profit and no* for-profit businesses, union apprenticeship and training trusts, tribal organizations, and 
economic development agencies. To  broaden S T E P ’ s outreach programs and leverage its training 
resources, the SD A s often entered cooperative agreements w ith other agencies and associations to 
provide services. Th is helped hold down program costs while helping STEP  reach more clients.

A s  shown in Table 1, the Statewide S D A  enrolled the largest number o f  clients in each o f  the three 
years under review, accounting for between one-half and two-thirds o f  a ll enrollees.2 A l l  three SD A s 
showed marked increases in their number o f  applicants in  FY97, with Fairbanks and the Statewide 
S D A  leading in  percentage growth rates. The reader should remember, however, that new applicants 
are jo in ing  clients enrolled from prior years who are continuing their STEP participation. When we 
look at the number o f  individuals being served by STEP in  any given year, the numbers swell by 18 
to 25 percent.

T a b l e  1 .

STEP Clients by Service Delivery Area

S D A

N ew  A p p lic a n ts T o ta l P a r t ic ip a n ts
FY95 FY96 FY97 FY95 FY96 FY97

Statewide 688 583 804 747 686 995
Fairbanks 97 62 168 142 116 217

Anchoraqe 221 356 464 296 468 581
To ta l 1,006 1,001 1,4361 1,185 1.270 1.793

Each o f  the SD As shows a strong seasonal pattern in its activities, with the majorin' o f  applicants 
entering the program in the first four months o f  the calendar year. (See Figure 2.)

Un like some other employment assistance and enhancement programs. STEP  does not lim it the 
number o f  limes an individual may enroll in the program w ithin a given time period. G iven the 
broad range o f  the program’s employment enhancement activities, it is apparent that clients can 
benefit from ST EP  participation at several different phases in their employment history. For 
example, a recently unemployed participant might require basic skills training in order to become 
employable. Later, ST E P  staffers could assist in finding a job, and finally additional ST EP  activities 
might be required to enhance the worker’ s job skills, a llow ing them to progress in their careers or 
protecting them from technological or structural changes.

2  STEP clients can enroll in the program  m ultiple tim es w ithin a fiscal year. In calculating the num ber o f  enrollees and 
total participants, the sam e person can be counted m ultiple tim es. The incidents o f  such occurrences, how ever, are rare. 
For exam ple, in FY95 STE P served 975 individuals. 1,173 in FY96, and 1,740 in FY97.



F igure 2. A p p lic a t io n s  & T e rm  in a t io n s  b y  M  on th

This latter type o f  training -  sk ills  enhancement to protect a worker from being terminated because 
they lack specific skills -  is in  fact one o f  the legislative objectives noted in the creation o f the S T E P  
program. This explains why one in ten STEP  clients are actually employed at the time o f their 
entrance into the program.

THE COST OF PROVIDING STEP SERVICES
Funding for the STEP program comes from employees' contributions to the Unemployment 
Insurance Trust Fund - 0.1% o f  a ll employees’ contributions is made available to fund STEP 
programs. The investment o f  additional employment training and sk ills  enhancement to STEP clients 
is intended to reduce clients’ future reliance on the unemployment insurance system. In FY95, U I 
Trust Fund receipts were such that the ST EP  program was budgeted S3.15 m illion, o f  which $2.35 
m illion  was expended. For FY96  and FY97, expenditures were S2.33 m illion and S2.94 m illion, 
respectively.

A s shown in Table 2. costs for serving an active STEP client have fallen more than 15 percent 
between FY95 and FY97, dropping from S I,981 to $1,640. Note that for this calculation we revert 
to the number o f  active clients in a given fiscal year to better represent the true cost o f  providing 
services.
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Table 2.
STEP Expenditures by Fiscal Year

Fiscal Year
Total 

Expenditures in 
SMillions

Active
Clients

Cost Per 
Client

FY95 $2,347 1,185 $1,981
FY96 $2,335 1,270 $1,838
FY9 7 $2,940 1,793 $1,640

MEASURES OF THE PROGRAM’S SUCCESS
• Reducing Future Claims Against Unemployment Insurance
One o f the stated goals o f  the S T E P  program is the reduction in future claims against unemployment 
benefits. For FY95  and FY96 , the most recent years for which data are available3, significant drops 
in this measure were apparent. (See Figure 3.) UI claims for STEP  participants applying in FY95  
fe ll from 538 claims prior to their participation to 345 in the year after they completed STEP, a 
reduction o f  36%. In FY96 , a 41% reduction was experienced as claims fe ll from 514 to 303.

Fewer claims being filed  led to fewer being exhausted, but the declines in exhausted claims was 
dramatic. For FY95  applicants, the number o f  claims exhausted fo llow ing STEP participation was 
reduced by 48%, dropping from 345 exhausted claims prior to STEP  participation to 180 for post- 
STEP  participants. W h ile  the data for FY96  is still prelim inary since not all post-STEP claims are 
yet closed, post-STEP claims are on ly 36% o f  their pre-STEP participation levels.

A  reduction in the number o f  U I claims filed after completing the STEP program combined w ith a 
reduction in the amount o f  time STEP  clients were drawing UI benefits resulted in a significant drop 
in costs to die Unemployment Insurance Trust Fund. As shown in Figure 4, benefits paid out o f  the 
fund in FY95  dropped from S I.629,000 prior to clients entering STEP to S811,000 after they had left 
the program, a reduction o f  over 50 percent. W hile still preliminary, the drop in FY96  currently 
stands at 58 percent.

3 Linder the S T E P  perform ance m easures, a com parison is made o f  UI records covering four com plete quarters both 
before and after STE P participation . Inform ation on the num ber o f  claim s filed by FY95 and FY96 participants is 
com plete. H ow ever, since c laim an ts have one full ca lendar year to draw  on a claim , two years m ust pass iftcr STEP 
com pletion before a  final m easure o f  U I paym ents can be calculate I. For this reason, data for FY96 post-STE P UI 
paym ents is prelim inary , subject to  an upw ard revision.



□  Press'1 fclP Filers
□  Post-STCP F ile rs

0  PrtsS PEP Exhausts 
□  Post-STEP Exhausts 2/

Figure 3. STEP Clients’ UI Filings and Exhausts

FY95

Note that expenditures for STEP  are 
recovered by the reduction in STEP  
clients’ future dependence on 
unemployment insurance. I f it is 
assumed that the sk ills  STEP  
participants are provided and the 
work experience they acquire after 
leaving STEP  remain with them for 
many years - and therefore keep 
them o ff  the unemployment 
insurance registers - then the U I fund 
is fu lly  reimbursed w ithin three 
years. (See Table 3.)

Table 3.
STEP Expenditures and Savings, FY95 & FY96

Tota l Single Y ea r Percentage Years
Expend itu res in Reduction in  UI Recovered in Requ ired  fo r

F isca l Y e a r S M illio n s Pavments One Y ea r F u ll Pavback
FY95 S2.347 S818,301 35% 2.9

FY96** S2.335 S917.561 39% 2.5
** Data for FY96 are prelim inary, as some post-STEP unemployment claims 
are still open and being paid.

• R educ ing  the Share o f S T E P  Participants Exhausting  T h e ir  UI Benefits

Another goal o f  STEP  is to reduce the percentage o f  clients exhausting their unemployment 
insurance benefits. A  review o f  the records o f STEP  clients who filed unemployment claims shortly 
before entering the program was conducted to determine these clients’ exhaustion rates. Those 
persons referred to ST EP  w ithin 5 weeks o f  their in itial U I claim  or who filed for U I w ithin 10 days 
o f entering S'l HP were included in the analysis. I f  more than five weeks o f  benefits had already 
been paid to a client, the potential for STEP participation to greatly reduce a client’s exhaustion 
probability was diminished.

9



F ig u re 4. UI Funds Paid to STEP Clients, Pre- and 
Post-STEP Participation, in S Millions

FY95 FY96

For FY95 applicants only a 
small percentage filed for U I 
w ithin this narrow time frame -  
111 clients or roughly 11 
percent o f  a ll clients. O f  these 
111 clients, 61 exhausted their 
benefits. This represents a 55% 
exhaustion rate. This compares 
favorably to the exhaustion rates 
o f  pre-STEP participants not 
receiving early intervention, 
where 64% o f a ll claims filed  
were exhausted. Exhaustion 
rates for these early intervention 
clients more closely matched the 
exhaustion rates o f  all UI

claimants in calendar year 1995. In that year, 41.6% o f  a ll claimants exhausted their benefits, which 
was the lowest exhaustion rate since 1981. The reader should note that STEP  clients do not 
represent a random sample o f  the population and most face significant barriers to gaining 
employment. For this reason, the difference in exhaustion rates between STEP  clients and the 
overall population is not unexpected. The barriers to employment faced by STEP  clients are 
addressed in the section “ E lig ib ility  Criteria o f  ST EP  Clients” below.

• P ro v id in g  Sk illed  W orke rs  and Low ering  U I Costs to A ttract New Businesses

Another goal o f  the ST EP  program is to “ foster new jobs by encouraging businesses to locate in 
A laska due to the availability’ o f  a sk illed  labor force and m inim ized unemployment costs.'* 
Reductions in unemployment insurance payments to STEP participants -  which lead to reduced L I  
tax rates -  were shown above. Additionally, administrative records show that o f  the 857 FY95 
S T E P  applicants who successfully completed the program. 251 or 29% o f  them entered a newly 
created job  (as opposed to fillin g  a previously created but vacated position.) Results were even more 
impressive for FY96 applicants, where 353 or 48% o f  the 72S successful completers entered newly 
created jobs.

• Increasing  Resident Em ploym ent by T ra in in g  A laskans fo r  Shortage Occupations

The S T E P  performance measures approved in August 1996 identified additional measures o f  
program success. These measures are to be applied to FY97 STEP participants, and place new 
emphasis on focusing training activities to meet specific needs in A laska's economy. For example, 
the Department o f  Labor now provides the JTPO  with a listing o f  “ shortage occupations.” or 
occupations where a large share o f  nonresidents are being employed. Being a new measure o f  
program success, there is incomplete information on the number o f  STEP clients who entered such



occupations prior to FY97. In FY97, however, 774 STEP clients received occupational training and 
o f  these 276 found employment in shortage occupations.

By matching STEP  clients’ Social Security numbers to A laska Permanent Fund records it was 
possible to determine their residency. For FY95 and FY96 applicants, 93% received a PFD  check 
for the year prior to entering the program or the year in which they applied. (Such an analysis is not 
yet possible for FY97  applicants.)

• Helping Workers Adapt to Technological or Economic Change
Finally, the August 1996 performance measures set as a goal to “ increase the training c oportunities 
to those workers severely affected by fluctuations in the state economy or technological changes in 
the workplace.” W hile this is in large part a measure o f  S T E P ’s ab ility to recruit from a targeted 
population, such workers were w ell represented in the program in the past. O f  FY95 applicants who 
successfully completed the program, over 35 percent had indicated this as one o f  their reasons for 
entering STEP. In FY96  the percentage dropped to 25%. O f  those FY97  applicants who have 
completed the program, the share having suffered from economic fluctuations or technological 
change is again about 35%, slightly below the 40% goal set in  the performance measures.

WAGE RECOVERY OF CLIENTS AFTER STEP PARTICIPATION
Another measure o f  S T E P ’ s success is “wage recoveiy,” or the ab ility o f  STEP  clients to earn 
comparable wages after fin ish ing the program as compared to what they were able to earn prior to 
entering STEP. Clients entering the program often have been displaced from jobs that they held for 
some time and bring w ith them relatively stable incomes. In such cases, it is usually impossible to 
find a job  at the same level o f  pay requiring the same skills with a different employer, and it is 
reasonable to expect their average incomes to decline. In both FY94 and FY95, approximately 45% 
o f  ST EP  clients worked in all four quarters prior to entering STEP, and the percentage increased 
slightly after participation.

A s  shown in Table 4, total wages earned for all STEP applicants did decline after their participation. 
In FY95  the decline was a particularly marked one, exacerbated by the closing o f  a large Anchorage 
employer which paid high wages. As expected, the decline was less for those STEP  clients who 
successfully completed the program, and those clients who entered STEP  with a job were able to 
maintain their incomes after leaving the program. Analysis was also performed to determine the 
average wage received by a STEP  client when they were working, shown in Table 4 as the “Average 
Quarterly Wage.” In both years, the average quarter!.* wage increased after a client finished STEP  
compared to their pre-STEP earnings.
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Table 4.
Wages Earned & Quarters Worked by STEP Clients, Pre- & Post-STEP

FY94 FY95
Prc-STEP

Wages
Post-STEP

Wages
Pre-STEP

Wages
Post-STEP

Wages
Total Wages Earned

All Entrants $17,743,820 $17,154,769 $12,541,832 $11,493,494
Entrants w/ Positive Terminations $16,387,301 $16,014,448 $11,381,408 $10,785,159

Entrants Employed When Applying $1,958,057 $2,066,485 $1,197,622 $1,185,756
Average Quarters Worked

All Entrants 2.75 2.61 2.72 2.47
Entrants w/ Positive Terminations 2.80 2.68 2.72 2.56

Entrants Employed When Applying 2.79 2.69 2.42 2.59
Average Quarterly Wage

All Entrants $4,340 $4,418 $4,681 $4,724
Entrants w/ Positive Terminations $4,387 $4,479 $4,849 $4,882

Entrants Employed When Applying $4,557 $4,988 $4,999 $4,624

Wage changes were not evenly distributed among different demographic groups. (See Table 5.) 
Overall, women’s wages declined more than men’s after participating in STEP, while for racial 
groups A laska Natives. American Indians, and B lacks experienced wage increases after STEP.

T he most dramatic difference in earnings change was noted by the age o f the client. Younger 
participants showed marked increases in their wages after completing STEP. As the age o f the client 
increased. post-STEP earnings declined sharply. Closer examination o f the clients’ characteristics 
show that the vast majority o f  older clients entered STEP either receiving or having exhausted their 
UI benefits. These persons like ly  had longer tenures with an employer than did younger clients, and 
were receiving higher pay. By contrast, many o f  the younger clients entered STEP not e lig ib le for 
UI and with little work history.



Table 5.

Wages Earned by STEP Client Characteristics, FY95

Prc-STEP
Wages

Post-STEP
Wages

Percentage
Change

M ales
Females

$8,904,721
$3,637,110

$8,218,177
$3,275,316

-7.7%
-9.9%

Whites
A laska Natives/Amer. Indians

Blacks 
H ispanics 

Asians/Pacific Islanders

$12,123,458
$4,003,749

$546,564
$495,696
$574,352

$11,350,840
$4,347,033

$591,650
$328,573
$536,672

-6.4%
8.6%
8.2%

-33.7%
-6.6%

Less than 75 years old 
25 to 34 
35 to 44 
45 to 54 

55 years o ld and over

$1,003,918
$3,706,741
$4,111,940
$2,834,095

$885,134

$1,580,684
$3,933,645
$3,644,653
$1,767,069

$567,440

57.5%
6.1%

-11.4%
-37.6%
-35.9%



ELIGIBILITY CRITERIA OF STEP CLIENTS

STEP  clients must meet certain criteria to be admitted into the program. The criteria reflect the 
participant’s labor force status, and most STEP  participants were e lig ib le  for the program because 
they were receiving U I benefits. C lients who had exhausted their UI benefits or who were working 
part-time jobs and not e lig ib le  for benefits represented the bu lk o f  remaining STEP  participants. 
Table 6 shows the e lig ib ility  reasons for entrants for fiscal years 1995 through 1997.

Tab le  6.

STEP Eligibility Criteria by Fiscal Year
E lig ib il ity  Reason FY95 FY96 FY9 7

Unemployed, Receiving Benefits 557 602 749
Not U I E lig ib le  - Part T ime Employment 133 116 220

Unemployed, Exhausted Benefits 148 117 194
Employed, Job Loss L ike ly 26 26 96

Not U I E lig ib le  -  Insufficient Wages 35 34 76
Employed, Job Sk ills  Change Required 73 10 57

Not UI E lig ib le  - Trainee 20 52 25
Unknown/Other 14 44 19

In many cases ST EP  clients face additional hardships in addition to their basic e lig ib ility  criteria.
The program keeps records on additional barriers faced by clients in finding employment. Table 7 
shows a partial listing o f  these problems and the numbers o f  clients suffering from them. Since these 
are not exclusive categories, many clients enter STEP facing several o f  these problems 
simultaneously.

Tab le  7.

Additional Client Characteristics
FY95 FY96 FY97

Below  Poverty-level Income 206 241 525
Household on Food Stamps 100 62 182
Household on A F D C /A T A P 71 40 120

Long-term A F D C /A T A P  recipient 10 9 28
Homeless 4 8 26
Household receiving General Assistance 21 10 16
Household receiving Supt’ l Security Income 11 12 17
Handicapped

Substantial 15 2S 41
Yes, but not a barrier 20 19 68

Crim inal Offender
Felon 13 18 51
Misdemeanor 30 *>

j j 110
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DEMOGRAPHIC CHARACTERISTICS OF STEP CLIENTS

Further analysis o f  the information provided by STEP clients show that in FY97  Whites comprised 
54% o f  the client population, fo llowed by A laska Natives/American Indians at 30%. (See Table 8.)

These racial breakouts o f  ST EP  clients are in  contrast to the state’s racial m ix as reported in the 1990 
census o f  75% White, 16% A laska Natives/American Indians, and slightly over 4% each for B lacks 
and Asian and Pacific  Islanders.4 Differences in labor force participation rates among the groups 
exacerbate these differences. In the overall labor force, Whites account for 80% and A laska 
Natives/American Indians on ly 10% o f  a ll participants.

L ike  the racial composition o f  STEP  clients, the ratio o f  male to female clients being served by 
S T E P  differs from the overall population as recorded in the 1990 census. W hile females represent 
about 48 percent o f  the state’s total population, their STEP representation is more indicative o f  their 
labor force participation rates than are the breakouts by race. In 1990, 42 percent o f  the labor force 
was female, which more closely reflects the percentage o f women being served by the STEP  
program.

Table 8.
Demographic Characteristics of STEP Applicants by Fiscal Year

FY95 F Y96 FY97
1990

Census
Percent**Coun t Percent Count Percent Count Percent

M ales 632 63% 674 67% 902 63% 53%
Females 374 37% 329 33% 534 37% 47%

Whites 551 55% 582 58% 781 54% 76%
A K  Natives/Amer. Indians 376 37% 324 32% 437 30% 16%
Blacks 34 3% 44 4% 101 7% 4%
Hispanics 29 3% 26 3% 78 5% 3%
Asians/Pacific Islanders 16 2% 27 3% 39 3% 4%

19 to 25 years old 176 17% 175 17% 203 14% 13%
25 to 34 years old 326 32% 323 32% 433 30% 31%
35 to 44 years old 291 29% 335 33% 451 31% 27%
45 to 54 years old 170 17% 128 13% 282 20% 14%
55 years old and over 43 4% 42 4% 67 5% 15%
** Comparable percent o f  Alaska's population from the 1 9 9 0  census. Note that in the 1 9 9 0  
census, "H ispanic O rig in" was not a racial group so 1 9 9 0  census race totals do not add to
1 0 0 % .

4 1990 Census o f  Population, Social and Economic Characteristics. Alaska. U.S. Department o f  
Commerce. Bureau o f  the Census.
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Except for two notable exceptions, me age o f  STEP  applicants close ly fo llows that o f  the overall 
population. The exceptions occur at the last two older aged categories, where clients between 45 and 
54 years o f  age are much more prominent in the STEP  program than they are in  the population as a 
whole, and in the 55 and over age groups, from which STEP  draws few  applicants.

SEPARATING FROM STEP - HOW CLIENTS LEFT THE PROGRAM
A s would be expected, ST EP  clients terminated their participation in  the program for a variety o f  
reasons. Some entered new ly created jobs, others filled  vacated ones, and some clients had never 
been without a job  during their participation in STEP. A l l  o f  these persons were considered to have 
terminated their association w ith the STEP  program in a positive manner. M ore than four out o f  five 
clients were in this category. The rest left the program for a variety o f  reasons, which are listed in 
Table 9.

Table 9.
Clients' Termination by Year

Term ina tion  Reason FY95 FY96 FY97
Entered Vacated Job** 98 180 267

Protected against Econom ic/Technical Change** 288 214 248
Entered New  Job** 379 212 216

Entered Employment** 10 51 94
Cannot Locate 9 15 27

Refused to Continue 4 15 15
M oved from Area 2 7 14

UI C lients Received Employment Assistance** 82 71 13
Health/Medical Problems 6 6 6

A ll Other Terminations 93 94 36
T O T A L  T E R M IN A T IO N S 971 865 936

Percent Positive Term inations: 88.3% 84.2% 89.5%
Percent o f C lien ts  Not Yet Term inated: 0.4% 6.8% 30.1%

** Denotes a Positive Term ination as defined by ihe STEP  program objectives.

A  review o f  the termination reasons based on the client’ s sex, race or age showed only slight - and 
somewhat expected - differences among groups. For example, younger workers were more iike lv  to 
enter the program unemployed than were older ones. Th is meant a larger share o f  younger workers 
left the program entering a new or recently vacated job. O lder workers, on the other hand, were 
more like ly  to use S T E P  training to enhance their job sk ills  so that they could maintain their current 
employment and protect against technological and economic fluctuations.

There was also little difference among the SD As in the overall percentage o f  positive terminations, 
but there were greater differences in the types o f  these terminations. Overall around 85 percent o f  
clients left the program for positive reasons. In the Anchorage/Mat-Su SD A , the vast majority left to 
enter newly created jobs, while in the Fairbanks S D A  a large majority o f  clients were training to

1 6



better weather changes in  the economy. (See Table 10.) The Statewide S D A  saw equal shares o f  its 
clients in these two categories, but saw much larger shares entering vacated jobs than the other areas. 
G iven the more rapid employment growth in urban Alaska when compared to rural Alaska, such 
regional differences in  the types o f  job  placements should be expected.

Table 10.
Clients’ Termination Reasons by SDA, FY96

Term ina tion  Reason Statewide Fa irbanks Anchorage
Entered Vacated Job** 88 6 86

Protected against Econom ic/Technical Change** 128 24 62
Entered N ew  Job** 98 109

Entered Employment** 50 5 1
Cannot Locate C lient 10 1 4
Refused to Continue 6 1 8

M oved from Area 1 2 4
U I Clients Received Employment Assistance** 70 1

Health/Medical Problems 1 5
A l l  Other Terminations 50 5 35

T O T A L  T E R M IN A T IO N S  

Percent Positive Term inations:

502

86.5%

45

80.0%

314

82.2%
** Denotes a Positive Termination as defined by the STEP program objectives.
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S T E P

S t a i r w a y  t o  C a r e e r  S u c c e s s

Linda wasn't about to let circumstances get her down. She had grit, determination 
and fortitude. What she didn't have were the job skills she needed to get a job.

Rose, mother of seven, shook her head over a pile of bills and wondered how her 
family would make it now that her husband zvas unemployed. There had to be something 
she could do besides wring her hands with worry.

^ 0 ^

When flames threatened hundreds of homes in the Big Lake area, officials made a 
nationwide plea for trained firefighters. The lives and property of an entire community 
zvere at stake. Twenty five young Alaskans arrived on the scene trained and ready to 
help.

( ^ 0 ^ )

These  rea l- life  scenarios have one th in g  in  com m on. The  State T ra in in g  
an d  E m p lo y m e n t P rog ram  (STEP) p ro v id e d  the tra in in g  and  s k i l ls  fo r  each 
in d iv id u a l to go  to w ork . The  in d iv id u a ls  are a ll A la sk an s  h ired  fo r  the needs 
o f the lo ca l job  m arket. A lo n g  w ith  the ir stories, th is  repo rt o ffe rs an  o ve rv iew  
o f the p ro g ram  an d  a g lim p se  in to  h o w  S T E P  benefits  in d iv id u a ls ,  businesses 
and  the State o f  A laska .



W h a t  i s  S T E P ?

Th e  State T r a in in g  a n d  E m p lo y m e n t P ro g ra m  is a u n iq u e  an d  f le x ib le  
p ro g ra m  that o ffe rs  A la s k a  w o rk e rs  the h e lp  they need to becom e o r  rem a in  
em p lo yed .

S T E P  w as created in  1989 and  has been reau tho r ized  every  tw o  years by the 
Leg is la tu re . G oa ls  fo r the p ro g ram  are to:

•  Reduce  dem and  on  the U n e m p lo ym e n t Insurance T ru s t F u n d  by  h e lp ir  '  to 
reduce  c la im s fo r  fu tu re  un em p lo ym en t benefits.

•  Foster n ew  jobs by en cou rag in g  businesses to locate in  A la s k a  due  to the 
a v a ila b ility  o f a s k ille d  la b o r fo rce  and  m in im ize  un em p loym en t insurance  
costs.

•  Increase tra in in g  o p p o rtu n it ie s  fo r  w o rke rs  severe ly  affected  by flu c tu a t ion s  in  
the econom y o r te ch no log ica l changes in  the w orkp lace .

P r io r  to the  c r e a t io n  o f  S T E P ,
A la sk a  w as one o f o n ly  a h a n d fu l o f states 
that d id  no t con tribu te  state resources to 
w o rk fo rce  deve lopm ent.

F u n d in g  fo r  the p rog ram  com es 
fro m  1/10  o f one percent o f  em p loyee  tax 
c o n t r ib u t io n s  in to  th e  S ta te 's
U n e m p lo y m e n t In su rance  T ru s t  F u rd .
T h e se  fu n d s  are a d m in is te re d  b y  the 
A la s k a  D e p a r tm e n t  o f  L a b o r ,
E m p lo ym en t Secu rity  D iv is io n .

T h ro u g h  the S T E P  p rog ram , m any  
p a r t ic ip a n t s  h ave  m o v e d  a w a y  fro m  
dependence  on p u b lic  assistance. D ire c t 
b e n e fic ia r ie s  o f S T E P  t r a in in g  in c lu d e  
A la sk a  residents w h o  are 1) u n em p loyed  
a n d  e ith e r  r e c e iv in g  U n e m p lo y m e n t  
In su ra n ce  (U I) b e n e fits  o r  w h o  h a ve  
exhausted  U I benefits; 2) em p lo yed  bu t 
l ik e ly  to becom e un em p lo yed  w ith in  s ix  
m o n th s  d u e  to a r e d u c t io n  in  fo rce ,
e lim in a t io n  o f a cu rren t job, o r  a change in  con d it io n s  o f em p loym en t re q u ir in g  
d iffe re . it  s k ills  in  o rd e r to rem a in  em ployed; o r 3) in e lig ib le  fo r  UI due  to seasonal, 
tem porary , part-tim e o r m a rg in a l em p loym ent, in su ff ic ie n t q u a lify in g  w ages o r 
u n de rem p loym en t due  to a need fo r a d d it io n a l tra in ing.

O th e r p rog ram  bene fic ia rie s  in c lu d e  em ployers, A la s k a  w orkers, businesses

"Programs under STEP 
promote local hire and retrain 
Alaska workers for nezv and 
emerging technologies and 
industries in our state. The 
STEP program represents 
Alaska's commitment to 
addressing unemployment. The 
statistics speak to the difference 
STEP has made in the lives of 
many Alaskans."

Yvonne Chase, Director 
Department of Community and 
Regional Affairs
Division of Community and Rural 
Development



and  o the r state residents. E m p lo ye rs  and  w o rke rs  a lik e  bene fit fro m  lo w e r U i 
costs a c c ru in g  from  a reduced  d em and  on  the T ru s t Fund . Businesses benefit 
fr o m  the  a v a i la b i l i t y  o f  a s k i l le d  w o rk fo r c e  a n d  s u b s id iz e d  w o rk fo rc e  
deve lopm en t. A l l  res idents o f the state bene fit from  a stable, m ore  p rodu ctiv e  
w o rk fo rce , and  the decrease o f so c ia l p rob lem s stem m ing  from  the stress o f 
u n em p lo ym en t and  p ove rty  on  fam ilies .

Th e  im p a c t  o f  the p ro g ra m  has been  fa r-rea ch in g . A c c o rd in g  to a 
D epa rtm en t o f  L a b o r  P ro g ram  R e v ie w  F Y  95, a u d its  sh o w  tha t the S T E P  
p rog ram  is m eeting  its le g is la t iv e  in ten t an d  is cost e ffective  in  the sav ings it 
generates by re d u c in g  c la im s on  the U I T ru s t Fund .

A H R l C ’ s  R o l e

In  1996 the L e g is la tu r e  a u th o r iz e d  the A la s k a  H u m a n  R e so u rce  
Investm ent C o u n c il (A H R IC )  w ith  S T E P  p rog ram  ove rs igh t an d  accountab ility . 
The le g is la tu re  tasked A H R IC  w ith:

•  m a k in g  S T E P  m ore accountab le  in  p rog ram  re p o rt in g  and  in creas ing  the 
use o f  a va ila b le  funds,

•  h o ld in g  d o w n  S T E P  ad m in is tra t iv e  costs to tw enty  percent,

•  re em ph as iz in g  that tra in in g  sh o u ld  be d e liv e red  to c lien ts  in  occupa tion s 
in  w h ic h  h ig h  percentages o f non res iden ts  are em p loyed .

A H R IC  d is tr ib u te s  S T E P  fu n d s  th rough  the D epartm ent o f C o m m u n ity  
&  R e g io n a l A f fa ir s ,  D iv is io n  o f  
C o m m u n it y  a n d  R u r a l 
D eve lo pm en t to the State P r iva te  
Industry  C o u n c ils  in  A la ska 's  three 
Serv ice  D e liv e ry  A reas  (SDAs).

F is c a l Y e a r  1997 in  
p a r t ic u la r  w as a yea r o f  p o s it iv e  
c h a n g e s  f o l lo w in g  A H R I C 's  
a u t h o r iz a t io n  fo r  p r o g ra m  
o v e r s ig h t  a n d  a c c o u n ta b i l i t y .
T h ro u g h  p a r tn e r s h ip s  w ith  the 
P IC s that p ro v id e d  S T E P  services, 
the p rog ram  saw:

•  an increase o f 433 m ore c lien ts 
se rved  in  1997 ove r 1996 w ith

Active STEP Clients
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ap p ro x im a te ly  the sam e le ve l o f  fu n d in g . T h is  is a substan tia l increase in  
se rv ice  d e liv e ry  and  represents the m ost A la skan s  ever served  by STEP.

•  a 61% im p rovem en t in  fu n d  u tiliza t io n . S T E P  fu n d s  no t u t iliz e d  are re tu rned  to 
the Trust. Fu n d s  recap tu red  w ere  d o w n  from  $793,434 in  1996 to $306,426 in  
1997, a d iffe rence  o f o ve r $480,000, and  the low est recapture  am oun t in  ST EP  
h is to ry .

•  ad m in is tra t iv e  costs to operate  S T E P  w ere h e ld  to less than 20%, the low est 
percentage in  S T E P  h istory.

The  num bers re flect a p rog ram  that is g ro w in g  in  its im pact o n  the lives  o f
A la skan s, the ir fam ilie s  and  businesses across the state.

H o w  t h e  P r o g r a m  W o r k s

W ith  ove rs igh t from  the A la s ka  H u m an  
R e so u rc e  In v e s tm e n t C o u n c i l  the S T E P  
p rog ram  is adm in is te red  by  the D epartm ent 
o f  C o m m u n ity  and Reg iona l A ffa irs , D iv is io n  
o f  C o m m u n it y  a n d  R u ra l D e v e lo p m e n t. 
F u n d s  are  th en  d is t r ib u te d  th ro u g h  the 
P r iv a te  In d u s try  C o u n c ils  (P IC s) o f three 
Serv ice  D e liv e ry  A reas  (SDAs): A n ch o rag e / 
M atSu , Fa irb an ks  and  Statew ide.

The  P IC s  p ro v id e  serv ices in  three ways:

•  In d iv id u a l c lien t serv ices and  contracts

•  G ran ts  aw arded  to tra in in g  institu tions, 
em p loyers  w ho  g iv e  tra in ing , post­
secondary  schools, and non-p ro fits

•  In-house c lie n t services.

Client services and contracts
M o s t c lien ts  are served  on  an  in d iv id u a l 

b a s is , a p p ly in g  d ir e c t ly  to the  S D A  fo r  
em p loym en t tra in in g  and  services. The c lien t

"The STEP program has 
proven to be an incredibly 
flexible and responsive 
resource to help meet the 
ivorkforce development 
needs of Alaska employers, 
ivhile providing the 
incentives for the 
incumbent workforce to 
reinvest in relevant training 
and education. This helps 
Alaskans remain 
competitive in a tough 
global economy. I wish our 
federal programs gave us 
this much flexibility and 
effective focus. "

Mark Mickelson 
Program Manager 
Alaska Statewide Service 
Delivery Area



w o rk s  w ith  an  em p loym en t co o rd in a to r 
to d e v e lo p  a c u s to m iz e d  p la n  fo r  
tra in in g  an d  em p loym en t services.

T h e  e m p lo y m e n t  c o o r d in a to r  
m ee ts  w i t h  th e  c l ie n t  to  d o c u m e n t  
e l ig ib il i t y  and  to assess academ ic and  
o c c u p a t io n a l  s k i l ls .  T h e  c l ie n t  a n d  
e m p lo y m e n t  c o o rd in a to r  d e te rm in e  
career goa ls, assess the job  m arke t and 
id en t ify  edu ca tion  and  tra in ing  requ ired  
to  m e e t th a t  g o a l.  T o g e th e r  th e y  
d eve lo p  a tra in in g  p lan , se lect a tra in in g  
p ro v id e r ,  a n d  id e n t ify  o th e r se rv ice s  
needed  to com p le te  the p lan.

Grants awarded to training 
institutions, employers who give 
training, post-secondary schools, 
and non-profits

O cca s io n a lly  a c lien t's  career goa l 
can be m et by a tra in in g  p ro v id e r  that is 
a lre ady  u n de r con tract w ith  the S D A  to 
o ffe r  c lasses in  a p a r t ic u la r  area. The  
c lie n t is then re fe rred  to the contractor.
F o r e xam p le , the Y u k o n -K u s k o k w im  
H e a lth  C o rp o ra t io n  is u n d e r con trac t 
w ith  the S ta te w id e  S D A  to p r o v id e  
C e r t i f ie d  N u rs e s  A id e  (C N A )  tra in in g . C N A s  are then  e m p lo y e d  b y  the 
co rp o ra t io n  to p ro v id e  hea lth  care serv ices to e lde rs  in  N a t iv e  v illages.

In som e cases, the c lie n t can  be m atched w ith  an em p loye r w il l in g  to 
p ro v id e  sp e c if ic  tra in in g  on  the job. The  em p lo ym en t coo rd in a to r executes an 
on-the-job tra in in g  contract and  the S D A  re im burses the em p lo ye r fo r h a lf the 
c lien ts ' w ages d u r in g  tra in ing .

C on tracts  w ith  o ther vendors  in c lu d e  a va r ie ty  o f tra in ing  an d  edu ca tion  
p ro v id e rs  su ch  as the U n iv e rs ity  o f  A la sk a , N a t iv e  A sso c ia t io n s , voc-tech  
schoo ls, and  o rg an ized  labo r tra in in g  program s.

In-house client services
C lie n t s  a re  re q u ire d  to m a in ta in  c o n ta c t  w ith  th e ir  e m p lo y m e n t 

c o o rd in a to r at least m on th ly  w h ile  in  tra in ing . T h is  a llo w s  the S D A  to address 
p rob lem s that m ig h t h in d e r the c lie n t from  co m p le t in g  the ir tra in ing. D u r in g  
th is p e r io d  the S D A  can p rov id e , as needed, serv ices such as:

" The STEP program 
demonstrates the state's 
commitment to developing a 
well-trained local workforce. 
The addition of these state 
resources to the federal funds 
already available for 
training and employment 
programs greatly expands 
opportunities for Alaskans. 
STEP allows us to offer 
assistance not just to people 
zvho are trying to reenter the 
job market, but to workers 
who need to increase or 
upgrade their skills, making 
them more valuable and 
productive employees for 
business and industry."

Lynn Taylor 
Program Manager 
AnchorageflvlatSu Service 
Delivery Ar^a



•  pe rson a l an d  f in a n c ia l coun se lin g
•  academ ic tu to r in g
• em ergency  assistance, in c lu d in g  transporta tion , ch ild  care, hous ing , m edica l, 

den ta l, v is io n  care, food , c lo th in g
•  books, supp lie s , and  equ ip m en t requ ired  fo r  tra in ing
•  fees fo r  testing, ce rt if ic a t io n  o r lic en s in g
•  u n ifo rm s  an d  tools.

O nce  a c lie n t has com p le ted  tra in ing , the S D A  can p ro v id e  tra in ing  in  resum e 
p repa ra tion , job  search  techn iques and  e ffective  in te rv ie w in g  sk ills .

W h o  a r e  S T E P  c l i e n t s ?

S T E P  c lien ts  are p eop le  w ho  have been d isp la ced  in  the w ork fo rce , o r are 
fa c in g  la y o ffs  un less they rece ive  the tra in in g  .hey need to secure o r keep their 
jobs. It e sp e c ia lly  targets in d iv id u a ls  w h o  m ay  have barrie rs  to em ploym ent. The 
b iggest b a rr ie r to em p lo ym en t is s im p ly  inadequate  tra in in g  o r job  sk ills . O ther 
barrie rs  can in c lu d e  d isab ilit ie s , p r io r p r iso n  terms, hom elessness, o r lim ited  E ng lish  
p ro fic ien cy . Because o f S T E P 's  f le x ib ility , it  can address m any  o f the em p loym en t 
obstacles fa c in g  its clients.

F o r  exam p le , one  S T E P  c lien t's  m ost p ro m in en t b a rr ie r to em p loym en t w as 
her appearance. She had  no  teeth. She a lso  needed  job s k ills  tra in ing . T h rou gh  S T E P  
tra in in g  and  severa l p hone  ca lls  to lo ca l den tists  by her em p loym en t coord inator, 
the w o m an  re ce ived  den tu res  and  got a job  as an  o ffice  assistant.

A n o th e r  S T E P  c lie n t had  the sk ills , bu t no  m oney to buy  un ifo rm s fo r the 
w e ll-p a y in g  job  he k n e w  he co u ld  secure. W ith  assistance from  the program , he 
pu rch ased  u n ifo rm s  an d  has been em p lo yed  ever since.

E v e ry  S T E P  c lie n t has a un ique  circum stance. O n e  o f the advantages o f the 
p rog ram  is its f le x ib il it y  to m eet the needs o f its clients.

Step Training and Employment Program Eligibility Criteria

T o  be e lig ib le  fo r  S T E P  pa rtic ip a tion , A la s k a  res idents
1. A re  U N E M P L O Y E D  and:

a) re ce iv in g  u n em p lo ym en t insurance  benefits; o r
b) have  exhausted  the r ig h t to un em p lo ym en t in su rance  benefits w ith in  

the past three years;

O R

2. A re  E M P L O Y E D  b u t l ik e ly  to be d isp la ced  w ith in  the next s ix  m onths 
because of:



a) re d u c t io n  o f o ve ra ll em p lo ym en t w ith in  a 
business;

b) e lim in a t io n  o f the w o rk e r 's  cu rren t job; o r
c) a change  in  co n d it io n s  o f  em p loym en t 

re q u ir in g  the em p loyee  to le a rn  sub s tan tia lly  
d if fe re n t s k ills  than they cu rre n t ly  possess in  
o rd e r to rem a in  em p loyed ;

OR

3. W o rk e d  in  a p o s it io n  cove red  by  A S  23.20 
(A la ska  E m p lo y m en t S e cu rity  A ct) w ith in  the 
past three years, bu t are IN E L IG IB L E  F O R  
U N E M P L O Y M E N T  B E N E F IT S  because:
a) em p lo ym en t has been seasonal, tem porary, 

part-tim e, o r m arg ina l;
b) q u a lify in g  w ages are in su ff ic ie n t  because 

o f lim ite d  job  o pp o rtu n ity ;  o r
c) they are u n d e rem p lo yed  an d  in  need o f 

em p lo ym en t assistance an d  tra in in g  to ob ta in  
fu ll  em p loym en t.

Priority for Service

Pa rtic ip an ts  s h o u ld  m eet one o f m ore  o f the fo llo w in g  c r ite r ia  to be con s ide red
fo r p r io r ity  service:

1. In d iv id u a ls  cu rre n t ly  on  U nem p loym en t;

2. W om en , m in o rit ie s , an d  ru ra l A laskans;

3. Persons e n ro lle d  in  the U n e m p lo y e d  Pa ren t P rog ram  u n d e r A F D C ;

4. Pe rsons re spon s ib le  fo r  cou rt-o rde red  ch ild  s u p p o rt paym ents;

5. Pe rsons la c k in g  s k ills  o r  w hose  s k ills  have been ou tda ted  by 
te ch n o lo g ica l change;

6. In d iv id u a ls  w hose  an n u a l earned  incom e is less than the A la s k a  A n n u a l 
A ve rage  W age, as d e te rm in ed  by the A la ska  D epa rtm en t o f L a b o r fo r  
the ca le n d a r yea r p re ce d in g  app lica tion .

" Considering current welfare 
legislation, without STEP you 
luould have a larger base of 
unemployment. STEP  is 
helping the state o f Alaska 
turn out a superior workforce. 
I t  is an invaluable tool."

Kay G. Hoch, Chair 
Fairbanks Private Industry 
Council
Business Owner: Matrix 
Jewelers



A  P e n n y  S a v e d .  .

O n ly  a fra c t ion  o f every  penny  p a id  by  em ployees in to  the U nem p loym en t 
Insurance  (UI) T ru s t F u n d  is designated  to w o rk fo rce  deve lopm en t th rough  the 
S T E P  program . N o t  on ly  d o  in d iv id u a ls  and businesses bene fit from  the program , 
it  generates s ig n if ica n t sav ings to the state b y  re d u c in g  unem p loym en t c la im s on 
the Fund . 1

Th e  D epartm en t o f Labor, D iv is io n  o f Research and  A n a ly s is  reports that in  
F Y 9 6 ,480 new  app lican ts  f ile d  514 U I c la im s in  the year p r io r  to S T E P  enrollm ent. 
F o llo w in g  p a rt ic ip a t io n  in  STEP, 293 p a rtic ip an ts  f ile d  303 cla im s. In the year p r io r 
to en ro llm en t, FY96  S T E P  partic ipan ts  rece ived  an  average o f 19.4 w eeks o f benefits 
to ta lin g  $1,592,960. A fte r  com p le tin g  STEP, p a rtic ip an ts  averaged  o n ly  14 weeks o f 
benefits w o rth  $675,399.*

O v e r  tim e, th is  translates to sav ing s  in  the m illio n s . In  FY96  alone, the 
re d u c t io n  o f benefits d ra w n  from  the T ru st fo llo w in g  S T E P  pa rt ic ip a tion  totaled 
$917,561.

F o l lo w in g  the  f i r s t  y e a r  o f  
A la s k a  H u m a n  R esou rce  Investm ent 
C o u n c il's  a u th o r ity  fo r ove rs igh t o f the 
p ro g ra m ,  F Y 9 7  s h o w e d  a m a rk e d  
increase in  en ro llm en t and  a decrease 
in  fu n d s  re ca p tu re d  by  the UI. A n  
increase o f 433 a d d it io n a l c lien ts w ere 
s e rv e d  in  1997 o v e r  1996 w it h  
a p p r o x im a t e ly  th e  sam e  le v e l o f  
fu n d in g . A t  the sam e time, fu nds  recaptured  by  the U I T ru s t Fun d  were reduced by 
m ore  than $480,000 over the p rev ious year, a 61 % im p rovem en t o f fu n d  u tiliza tion . 
A d m in is tra t iv e  costs to operate S TEP  w ere  h e ld  to less than 20% as requ ired  by the 
leg is lature; the low est percentage o f a d m in is tra t io n  cost in  S T E P  h istory.

In m any cases w age  earn ings o f S T E P  pa rtic ip an ts  increased substantia lly . 
The  A n ch o ra g e /M a tS u  S D A  reported  a 36% increase in  w ages o f c lien ts fo r FY97. 
Th e  average  p re -p rog ram  w age fo r c lien ts  w as $9 .46/hour. The  average post­
p rogram  w age w as $12.82/hour. The Statew ide S D A  reported  that the average wage 
fo r  p a rtic ip an ts  w ho  com p le ted  tra in ing  in  FY96  w as $14.77 per hour. The average 
w age fo r c lien ts  in  F a irb an ks  was $12.98, up  from  $8.65 before  ST E P  tra in ing. It is
d if f ic u lt  to m easu re  the b en e fit on  lo ca l e con om ies  as w o rke rs  increase the ir
poten tia l e a rn ing  p ow e r and  purchase the goods and  serv ices they p rev iou s ly  cou ld  
no t a fford .

STEP Re-Captured by
Fund Year Available UIFund
FY93 52,962,335 5512,539
FY94 52,983,523 5505,140
FY95 53,182,940 5836,023
FY96 53,128,151 5793,434

FY97 S3,316,900 5306,426

*The Alaska Department o f Labor has recently issued a separate up-to-date report that reviews the entire STEP 
program and evaluates its effect on Unemployment Insurance Trust Funds in terms o f reduction of claims filed 
and benefits paid. This report includes the most recent figures for FY95, FY96 and FY97.



F a i r b a n k s  S T E P  

C l i e n t s  

F Y 9 7 *
G e n d e r

Asian or Pacific 
Islander 

6%

\ Alaska Native or 
American Indian 

15.5%

Hispanic
3%

*These figures provided by the De­
partment of Labor reflect only new 
applicants for the program year. 
Clients whose services overlapped 
from the previous year are not 
counted here. SDA figures are 
slightly higher since SDA reports 
all clients served for the program 
year.

Age 34-44 
31.5%

65 & Over 
.6%

Under 19 
3%



S t a t e w i d e  

S T E P  C l i e n t s  

F Y 9 7 *

G e n d e r

/hite.(No
ispanic)
48:5%

Asian or 
Pacific Islander 

1.9%

Hispanic
5.7%

Black (Not
Hispanic)

Alaska Native or 
American Indian 

40.5%

A g e

*These figures provided by the De­
partment of Labor reflect only new 
applicants for the program year. 
Clients whose services overlapped 
from the previous year are not 
counted here. SDA figures are 
slightly higher since SDA reports 
all clients served for the program 
year.

65 & Over 
. 1%

Under 19 
3.9%

20-24
12.9%

35-44
30%



Black (not 
Hispanic) 

1 0 . 1 %

Hispanic 
■ 5 .8 %

A n c h / M a t s u  

S T E P  C l i e n t s  

F Y 9 7 *

G e n d e r

* T h e s e  f i g u r e s  p r o v i d e d  b y  th e  D e -  35-44
p a r t m e n t  o f  L a b o r  r e f l e c t  o n l y  n e w  3 3 .8 %
a p p l i c a n t s  f o r  th e  p r o g r a m  y e a r .
C l i e n t s  w h o s e  s e r v i c e s  o v e r l a p p e d  

f r o m  t h e  p r e v i o u s  y e a r  a r c  n o t  
c o u n t e d  h e r e .  S D A  f i g u r e s  a r e  
s l i g h t l y  h i g h e r  s in c e  S D A  r e p o r t s  
a l l  c l i e n t s  s e r v e d  f o r  th e  p r o g r a m  

y e a r .

Under 19 
2 .4%

Alaska Native or 
American Indian 

18 .3%

Asian or Pacific 
Islander

3 %



D i s t i n c t i o n  B e t w e e n  N e w  a n d  
A c t i v e  C l i e n t s

90C

80C

700

Number 600 
of Clients

500

400

300

200

100

0

100C
Active New Active New Active New

1995 1996 1997

7_Zi Fairbanks ~ ] Anch/Matsu BS3 Statewide

1995 ! 1996 ' 1997
Active New I Active New Active :New J

’
Statewide 747 i 688 686 583 995 804 I
Fairbanks 142 97 113 62 217 168
Anch/Mats 296 221 468 356 581 ! 464

*  T h e  f i g u r e  f o r  a c t i v e  c l i e n t s  i n ­
c l u d e s  n e w  a p p l i c a t i o n s  as w e l l  as 
c l i e n ts  w h o s e  s e r v i c e s  o v e r l a p p e d  
f r o m  th e  p r e v i o u s  y e a r .  T h e  f i g u r e  
f o r  n e w  c l i e n t s  i n c l u d e s  o n l y  n e w  
a p p l i c a t i o n s  f o r  th a t  y e a r .  A l l  f i g ­
u r e s  p r o v i d e d  b y  th e  D e p a r t m e n t  

o f  L a b o r .



E a c g . s _ B e h i n d  t h e  F a c t s :

M o t i v a t i o n  t o  M o v e  M o u n t a i n s

L in d a  D o n o van  used  to m ove  tw o tons o f lu m be r a day, feed in g  p ieces 
o f w o o d  in to  a r ip  saw  at a lu m b e r m ill. N o w  instead  o f h a n d lin g  w ood , she 
gen tly  h and le s  patien ts in  a q u ie t docto r's  o ffice  that o ve rlooks  the C h u gach  
m oun ta in s. A s  a m ed ica l assistant, she 
has m ade a fresh  start in  he r career; one 
that she is co n f id e n t w i l l  keep  her in  the 
w o rk fo rce  perm anen tly .

H e r  career change and  subsequent 
e m p lo ym en t w ere  m ade p o ss ib le  in  part 
by  the S T E P  program .

" T h is  w a s  m y  se co n d  ch an ce ,"
D o n o van  says. "It's  a p rog ram  that keeps 
p eop le  fro m  fa ll in g  betw een  the cracks."

A fte r  16 years w o rk in g  at a m ill,
D o n o v a n  d iscove red  that he r w o rk  sk ills  
fro m  the m il l d id  n o t trans la te  in to  jobs 
a va ila b le  in  the com m un ity .

D o n o v a n  fa c e d  a c o m m o n  
p ro b le m . She  c o u ld  e ith e r  go  b ack  to 
schoo l to tra in  fo r  a h ig h e r p a y in g  job, o r 
g e t  a m in im u m - w a g e  p o s i t io n  as a Linda Donovan works with a patient at Dr. 
ch eckou t c le rk . The schoo l o p t io n  seem ed Sandra Denton's office in Anchorage. 
im p o s s ib le . T h e  co s t w a s  p ro h ib it iv e ,  
and  took  tim e aw ay  fro m  the lo n g  hours 
o f  m in im u m  w age w o rk  that she needed to su p p o rt the fam ily .

T hen  she v is ite d  the A n ch o rag e /  M a tSu  P r iv a te  Industry  C o u n c il w ho  
o ffe red  he lp  th ro u g h  the S T E P  p rogram . A fte r  an in te rv iew  w ith  E m p lo ym en t 
C o o rd in a to r  S u zan n e  B ro w n , D o n o v a n  d e c id e d  on  a ca reer as a m e d ica l 
assistant. D o n o van  had  p r io r  s ch o o lin g  as a m ed ica l techn ic ian  and  had  been 
the F irs t A id  pe rson  at the m ill w here  she w orked . A  tra in ing  s lo t at the C a ree r 
A ca d e m y  w as open, an d  S T E P  he lped  pay fo r tu ition .

The  tra in in g  in v o lv e d  a ll d ay  at schoo l and  fo u r  hours o f s tu d y  at home.
S ince  the fa m ily  o n ly  had  one veh ic le , D onovan  rode  the bus to schoo l. H e r 
c lassm ates teased her abou t her se rious s tudy  habits; she o ften  a rr iv ed  early  
on  the bus to get a head start on  the day. She d id  no t m iss a s in g le  h o u r o f class 
in  s ix  m on ths. H e r  d e te rm in a t io n  p a id  o ff. D o n o v a n  g rad u a ted  fro m  the 
p rog ram  as v a le d ic to r ia n  o f her class, and she scored  in  the 90th percen tile  on 
the ce rt if ic a t io n  test. She is cu rre n t ly  s tu d y in g  fo r the next leve l c f  ce rtifica tion .
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"I w o u ld  no t have had  a job  w ith o u t th is program ," D on ovan  says. She cites 
S T E P  w ith  a llo w in g  her to attend  schoo l fu ll-tim e , by p a y in g  the tu ition .

W ith  her n ew  career p ro v id in g  a susta inab le  incom e, she bough t a car so 
that she doesn 't have to r id e  the bus to w o rk . She is h o p in g  to buy  a house som etim e 
soon. The fu tu re  lo ok s  p ro m is in g  on  a ll fronts.

But D o n o van  is not one  to rest o n  today 's  sense o f security . H e r  goa l is  to 
rem a in  v iab le  in  an  eve r-chang ing  job  m arket. Besides h o n in g  her sk ills , she in tends 
to lea rn  Span ish  m ed ica l term s so that she can  converse  w ith  Span ish -speak ing  
patients. She p re fers no t to face un em p lo ym en t again.

"I w an t to have sa lab le  s k ills  that a p p ly  anyw here  in  the w orkp lace . A s  lo n g  
as I have that, I w i l l  be needed. A n d  I w i l l  have a job."

f p z e s  B e h i n d  t h e  F a c t s :

A t  H o m e  i n  t h e  V i l l a g e

Rose Long , w h o  live s  in  H o o p e r Bay, a coasta l v illa g e  that looks  ou t across 
the B e ring  Sea, k n o w s  that he r job  m akes a d iffe rence  in  the lives  o f m any people. 
A s  a C e rt if ie d  N u rse s  A id e  (C N A ), she he lp s  to su p p o rt he r seven ch ild ren  and  a 
husband  w h o  is cu rren t ly  unem p loyed . W ith  the s k ills  p ro v id e d  th rough  a S T EP  
tra in ing  p rogram , she a lso a llo w s  e lders the o p p o rtu n ity  to stay in  the v illa g e  rather 
than be m oved  to u rban  areas fo r s k ille d  n u rs in g  care.

E ld e rs  are cons ide red  the roots o f  the ir N a t iv e  com m un ities. They  are the 
teachers and sto ry te lle rs  w h o  pass on  trad it io n a l w ays o f l ife  to new  generations. 
E ld e rs  w ho  requ ire  n u rs in g  serv ices in  o rd e r to rem a in  sa fe ly  in  the ir hom es m ust 
o ften  seek in s t itu t io n a l p lacem en t fa r aw ay  from  the ir v illages. M a n y  elders, some 
o f w h om  do  no t speak Eng lish , do  no t su rv iv e  in s t itu t io n a l care w here  they are cut 
o ff from  fam ily , fr ie n d s  and the ir N a t iv e  cu ltu re . T hanks  to C N A s  lik e  Rose Long, 
e lders  can  rem a in  in  the ir hom es and  p ro v id e  the ir com m un itie s  w ith  w isd o m  and  
the roots to a r ich  trad it io n a l lifesty le .

Lon g  w as a d isp la ced  w orker, fo rm e r ly  a substitu te  teacher at the H oope r 
Bay H ead  Start p rogram . She saw  a job  o p en in g  adve rtised  at the post o ffice  and 
app lied . S T E P  fu n d s  he lped  her rece ive the tra in in g  she needed. She trave led  to St. 
M a ry 's , ta k in g  classes and  b u n k in g  at the o ld  m iss ion  schoo l fo r  three weeks. It 
w asn 't easy, but she cam e hom e w ith  a n ew  career and  a job. Em p lo yed  by the 
Y u k o n -K u s k o k w im  H e a lth  C o rp o ra t io n  H o m e  C are  Services, she regu la r ly  cares 
fo r  fiv e  clients. F o u r o f her patients are elders; one is a d isab led  person.

"I take care o f  m y c lien ts ," she says. "I w ash  the ir faces, f ix  the ir hair, cook  
and  do  lig h t housekeep ing . I take the ir v ita l s igns and ta lk  w ith  them, som etim es in 
Y u p 'ik .  Severa l o f them  d o n 't  speak E n g lish ."

Lon g  says the m ost re w a rd in g  p a rt o f her job is s im p ly  ca ring  fo r people.



She lik e s  to kn o w  she has p ro v id e d  a good  m ea l and  m ade her patien ts  clean 
and com fortab le . She a lso has the m ed ica l tra in in g  to p ro v id e  lim ite d  s k ille d  
nu rs ing .

W hen  Lo n g  a rrives  hom e, she has the sa tis fac tion  o f k n o w in g  that her 
job he lps to p u t a m eal on  her fa m ily 's  table. A s  she cares fo r  her o w n  househo ld , 
a w o rd  she has heard  m any tim es fro m  her c lien ts  d u r in g  the d ay  r in g s  in  her 
ears. "Q u ya n a ."  The w o rd  in  Y u p ' ik  m eans "T h a n k  you ."

E l d e r s  a r c  c o n s i d e r e d  t h e  r o o t s  o f  t h e i r  N a t i v e  c o m m u n i t i e s .  

T h a n k s  t o  S T F P  t r a i n i n g ,  C e r t i f i e d  N u r s e s  A i d e s  h e l p  k e e p  e l d e r s  

i n  t h e i r  v i l l a g e s .



F a c e s  B e h i n d  i h c  F a c t s :

T r a i n e d  H o t s h o t s  
B a t t l e  B i g  L a k e  B l a z e

N o  sooner had  the latest crew  o f 
T a z lin a  H o tsh o t trainees f in ish ed  lea rn in g  
h o w  to f ig h t w ild f ire s  that com e in to  town, 
th an  th ey  w e re  c a lle d  o u t  to f ig h t  the 
g ran d d a d d y  o f a ll "u rb an  in terface" fires 
in  A laska , the June 1996 B ig  Lake  Fire.

W ith  80 h o u r s  o f  t r a in in g  
com pleted, these 25 ha rdy  you ng  m en were 
fu l ly  ready  to get the ir feet w arm  fig h tin g  
a b laze  that consum ed 37,800 acres o f forest 
and  250 homes. Th ey  fo u g h t the fire  fo r 18 
days, cam e ou t fo r  a d ay 's  rest, and  w ent 
back in  fo r m op-up  operations. That m ade 
a tota l o f 42 days o f actua l fire figh ting .

T h e  C o p p e r  V a l le y  E c o n o m ic  
D eve lopm en t C o u n c il (C V E D C ) sponsored 
the H o tsho ts ' tra in ing . C h it in a  T rad it io n a l 
V i l la g e  C o u n c i l  c o l la b o r a te d ,  the 
D e p a r tm e n t o f  N a tu r a l R e so u rce s  an d  
A la sk a  F ire  Serv ice  p ro v id e d  the trainers, 
and  S T E P  fu n ded  the tra in ing .

"T h is  is a spec ia l g rou p  o f guys," 
sa id  D onna  To llm an , executive d irec to r o f 
C V E D C .  "T h ey 're  big, hea lthy  and strong 
and  lo ve  w ha t they do. They  th in k  no th ing  
o f s le ep in g  in  tents fo r weeks. They  do  a lo t 
o f  com m un ity  w ork , m arch in  the Fou rth  o f 
Ju ly  p a rade  .... an d  are an  in sp ira t io n  to 
y o u n g  k ids , w ho  lo o k  up  to them. There 's 
a certa in charisma that goes w ith  this. D u ring  
the fire  they even got them selves on  C N N ."

The  fire  figh te r trainees com e from  
a ll across A laska . U su a lly  abou t h a lf are
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N a tives . F o r  m any  o f them, w hose  hom es d o n 't  have ru n n in g  
w a te r o r e lec tr ic ity , the $15,000 a yea r they earn f ig h t in g  fires 
in  the f ire  season, com b ined  w ith  subsistence, enables them  to 
get by n ice ly . T h o u g h  it  d oesn 't m atch som e d e f in it io n  o f fu ll 
em p loym en t, f ire f ig h t in g  is a m ajor source  o f  in com e fo r  m any 
com m u n it ie s .

A  n u m b e r o f  the f ire  c rew m en  have  a lso  becom e 
q u a l i f ie d  to  te a ch  s e g m e n ts  o f  the  t r a in in g .  Q u a l i f ie d  
in d iv id u a l c rew m en  are ca lled  ou t to head fire  c rew s in  the 
lo w e r  48, o r  to serve as c rew  m embers.

Th e  A la s k a  fire  season n o rm a lly  ends ea r ly  in  Ju ly  
before the lo w e r 48 fire  season begins, g iv in g  A la ska  fire figh te rs  
a lo n g e r w o rk in g  season. In 1996, the un u su a l num ber and  
in ten s ity  o f w ild f ir e s  in  the lo w e r 48 has b rough t them  p len ty  
o f  w o rk .

1996 w as the second  year S T E P  fu n ded  the tra in in g  fo r 
the T yp e  I fire fig h te rs , w h o  rece ive  a fu ll 80 hours o f tra in ing . 
A n o th e r  g ran t in  1997 fu n ded  tra in in g  fo r  m ore  fire figh te rs.

Text and photos from  tha I 3th Annual 
Report. Alaska Statewide Seirice Delivery 
Area. Year Ending June 30. 1996. Photos 
bv Ed Ohlweiler,
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A l a s k a n s  C l i m b  
A b o a r d  M a r i t i m e  C a r e e r s

W h en  A d a m  D esR o s ie rs  sa ils  the h ig h  
seas aboard  an A la ska  m erchan t m arine  sh ip , he 
w i l l  be h ead in g  fo r a n ew  career and  a b r ig h t 
fu tu re . T h anks  to in n o v a t iv e  job  pa rtn e rsh ip s  
an d  the S T E P  p rog ram , D esRos ie rs, a Juneau 
res ident, is cu rren t ly  tra in in g  at the Seafarers 
In te rna tiona l U n io n 's  (SIU) edu ca tiona l fa c ility  
in  P in e y  Po in t, M a ry la n d . A ft ? r  three m onths o f 
in ten s ive  tra in ing , D esRos ie rs  w i l l  re tu rn  to the 
P a c if ic  N o rth w est fo r three m onths o f on-the-job 
tra in in g  aboard  a U.S. flag  vessel se rv in g  A la ska  
ports  o f  ca ll. H e  w i l l  then re tu rn  to P in e y  P o in t 
fo r  f in a l course w ork , C oas t G u a rd  ce rt if ica tion  
and  in d u c t io n  in to  the SIU.

"T h e  ocean has a lw ays  been part o f  m y 
life ,"  D esRos ie rs  says. " I 'm  w e ll su ited  to this. S ti]l, I d o n 't  k n o w  i f  I cou ld  have 
done  it w ith o u t the f in an c ia l assistance that the STe,P p i 'g ra m  p rov id ed ."

N o t  o n ly  is the 21-year-o ld  w e ll su ited  fo r life  at sea, he is a born  leader. H e  
has a lre ady  been p rom oted  to the second h ighest ra n k in g  cadet in  the school. H is

a m b it io n  is  to so m e d a y  b ecom e the ca p ta in  o f  a 
sea fa ring  vessel.

" T h e  s ch o o l d ir e c to r  has c a lle d  to say  h o w  
im p re s se d  th ey  a re  w it h  the c a lib e r  o f  A la s k a n  
recru its ," says L in  D av is , C o m m u n ity  Deve lopm ent 
S p e c ia lis t  fo r  the D e p a rtm e n t o f  C o m m u n ity  and  
R eg iona l A ffa irs , D iv is io n  o f C o m m u n ity  and Rura l 
D eve lopm en t in  Juneau. "W e 'v e  taken them  by storm  
and peop le  are re a lly  ja zzed ."

Excitem ent ove r A la skan s  g a in in g  m ore jobs in  
the  m e rc h a n t  m a r in e  is  s h a re d  by  the  s ta te 's  
cong ress iona l de lega tion . Cong ressm an  D on  Young, 
w ho  has been in strum en ta l in  in it ia t in g  partnersh ips 
and  getting the w o rd  out, says ," the S T E P  jobs program  

is p ro v id in g  a d irect, and  in  som e cases m uch  needed, bene fit to you n g  A laskans 
seek in g  to beg in  o r fu rth e r the ir careers in  the m erchant m arine  by  fin an c ing  their 
tran spo rta tion  costs to and  from  the A la ska  C ad e t T ra in in g  Prog ram ."

It has been d if f ic u lt  ove r the years fo r A la skan s  to land  jobs on  the sh ips that

"I could list many benefits of the 
STEP Jobs Program as well as the 
Alaska Cadet Training Program, 
but what is most important is the 
endless opportunities both 
programs present the residents 
of our state."

Congressman Don Young



operate  here, m ostly  because there has been lit t le  re c ru it in g  w ith in  the state. 
N e w  h ire s  w e re  d ispa tched  ou t o f the u n io n  h a ll in  Tacom a. N o w  the Seafarers 
In te rnationa l U n io n  (SIU) has opened  an A la sk a  o ffice  and an apprentice tra in ing  
p ro g ram  targeted  at p ro v id in g  em p lo ym en t o pp o rtu n it ie s  fo r A laskans. S IU  
co llabo ra te s  w ith  the three Serv ice  D e liv e ry  A reas (SDAs) to assist as m any  as 
36 A la s ka n s  each year to enter the ir t ra in in g  p rogram . The  S D A s  p ro v id e  fu n d s  
to co ve r costs assoc ia ted  w ith  p h y s ic a l e xam in a t io n s  an d  d ru g  screen ing , 
tran spo rta tio n  costs to P in e y  Po in t, M a ry la n d , and  su p p o rt serv ices in c lu d in g  
c lo th in g  a n d  u n ifo rm s  necessary fo r  tra in ing . The  S D A s  a lso  assist in  s tatew ide 
re c ru itm en t e ffo rts  fo r  the p rog ram .

" T h is  p ro g ra m  w o u ld  n o t be su cce ss fu l i f  i t  w e re n 't  fo r  the S T E P  
p rog ram ," says H a ro ld  H o lto n , u n io n  rep resentative  fo r  the lo ca l SIU. "I co u ld  
no t be h a p p ie r  w ith  the p a rtn e rsh ip s  tha t have been form ed. Th ey 've  gone 
above  and  b eyon d  the ca ll o f d u ty  in  term s o f f in an c ing , transporta tion  and  
u n ifo rm s  fo r  o u r  recru its . I can 't thank  them  enough ."

D esR os ie rs  is th ank fu l fo r  th is career o p e n in g  as w e ll. W h en  he fin ishes 
tra in ing , h is  en try - leve l sa la ry  w i l l  be $30,000, w o rk in g  ro ta tions o f  fo u r m onths 
on  sh ip  and  tw o  m on ths off. The  o p p o rtu n it ie s  fo r  success are as bound less as 
the sea on  w h ic h  D esR os ie rs  w i l l  soon  set sail.

For more information on the STEP program, please contact:

Anchorage-MatSu Service Delivery Area 
Lynn Taylor, Program Coordi?iator 
P.O. Box 196650 
Anchorage, A K  99519-6650 
(907) 343-6560

Fairbanks Service Delivenj Area 
Cathy Persinger, Program Coordinator 
500 First Avenue, Suite 3 
Fairbanks, A K  99701-4725 
(907) 456-51S9

Statewide Service Delivenj Aren 
Mark Mickelson, Program Coordinator 
P.O. Box 112100 
Juneau, AK  99811-2100 
(907) 465-4891



A l a s k a  S t a t e  L e g i s l a t u r e

Please enter into tne record my testimony to the ll

committee on H [3  3  3  D , dated

C . ' T l ' Y l ' y r i O / l . C O^  . 
committee name

' - W ' MQ l
Pill/subject

RE: HB330 reauthorization of STEP:
Reauthorization is the subject.
Insist this bill stand on it’s own merit.

The Chart to the right was taken from the Anchorage 
Daily News, April 16, Business Section:

STEP employment and training programs 
work for Alaska Hire and are at no cost to the State.

STEP is cost effective and efficient 
ways to reduce out of state hire.
STEP programs work directly with employers.
Employers are members of the local over sight councils.

STEP operates on very stringent spending 
guidelines and rigorous performance standards.

STEP is delivered through the SDA’s for JTPA programs. 
JTPA/STEP serve a broad spectrum of Alaska citizens 
to include: those with multiple barriers-low income,
UI recipients, dislocated workers, older worker, 
youth in areas of work experience-work readiness.

N o n r e s i d e n t  w o r k e r s  i n  A l a s k a
Percentage of Outside workers in each 

" of 10 private industries in 1996 , \

Food processing75. 1%:
Lumber/ wood *

Hotels 

"Metai mining 

Eating/drinking places 

Oil

Water transportation 

Misc. repair services 

Amusement and recreation 

Construction or specific trades

Source: AlasKa Deoartmem ol Laoor

RON ENGSTHOM i  Ancnoraja Oaiiy News

STEP works with businesses and employers at two levels: businesses are contracted with 
to provide on-the-job training, at completion of the training the trainee is hired. Other 
businesses are contracted with to provide specific services.

Sianed:
Testifier̂

B u ild e  / 3 S
Representing (Optional) r ~ f

! ' .  Q . / >  y  , 11 / 7 3 1  / / .  / ,  A i '  9 '
Address ,

3 73 - 0 7 .7t LJ  _
Phone No.

3. e6 LbQijuuy* lotormioon Omc»



Ch. 116 Temporary and Special Acts 68
improved, or modified as part of the project based on the use Cominco Alaska makes of the 
facilities compared to the use made by others;

(2) a toll schedule, which m a y  include adjustments related to the price of zinc, is 

established for use of facilities constructed, expanded, improved, or modified os part of 
the project that

(A) ensures full repayment of and a reasonable return on the state's entire 
investment in the project;

(B) ensures an additional return on A I D E A’s investment made under this section 
thnt is commensurate with the return earned on the original DcLong Mountain 
transportation system project and the risks assumed by AIDEA;

(C) guarantees equitable access to the facilities by all users and potential users, 
including access to private property and accojB for travel necessary nnd relntcd to 

resource exploration and development for which valid permits have been obtained 
nnd travel in support of resource exploration nnd development;

(3) reasonable access to the port and road is guaranteed to all users nnd potential 
users.

(c) Subsection (a) of this section constitutes the legislative approval required by A S  
44.88.095(g).

Sec. 25. (a) Upon approval of the Alnska Industrial Development and Export Author­

ity (AIDEA), A I D E A  m a y  acquire the Snettisham hydroelectric project and related assets 
from the Alaska Power Administration.

(b) A I D E A  m a y  issue bonds to finance the acquisition of the Snettisham hydroelectric 
, . project and related assets, or m a y  finance the acquisition by other means available to

AIDEA. The principal amount of the bonds and other financing provided by A I D E A  to 

finance the acquisition of the Snettisham hydroelectric project m a y  not exceed $100,000,000.
(c) 'lb secure bonds issued under (b) of this section, A I D E A  m a y  establish a capital 

reserve fund with respect to those bonds under A S  44.88.105. If A I D E A  establishes a 

capital reserve fund ns provided in this subsection, the executive director of A I D E A  shnll 

annually, no later than January 2 of each year, certify in writing to the governor and the 

legislature the amount, if any, required to restore the capital reserve fund to the capita! 

reserve fund requirement as defined in A S  44.88.105(h). The legislature m a y  appropriate 

to A I D E A  the amount so certified by the executive director of AIDEA. A I D E A  shall deposit 
the amounts appropriated under this subsection during a fiscal year in the capital reserve 
fund. Nothing in this section creates a debt or liability of the state.

(d) Subsection (b) of this section grants the legislative approval required by A S  
44.88.095(g).

Sec. 26. This Act takes effect immediately under A S  01.10.070(c).

Approved: June 27, 1996 

Effective: June 28, 1996

CHAPTER 116
A N  A C T  R k u v t i n o  t o  e m p l o y m e n t  c o n t r i h u t i o n s ,  t o  t h e  c a l c u u t i o n  o f  u n e m p l o y m e n t

INSURANCE BENEFITS, AND TO THE STATE TRAINING AND EMPLOYMENT PROGRAM; AND PROVIDING FOR
AN EFFECTIVE DATE.

(CSSB 229(L&C))

69 Temporary and Special Acts Ch. 117

Section 1. FINDINGS. The legislature finds that
(1) an inadequate number of jobs exist in this state to meet the needs of those 

seeking employment;
(2) man y  Alaskans are having difficulty finding jobs, especially in trying to meet tho 

changing technology needs in this state;
(3) employer and employee contributions paid into the unemployment insurance 

system are used for payment of compensation to unemployed workers and allocation of a 
small portion of employment contributions paid by employees would provide money to 

develop a state training and employment program to meet the training needs of Alaskans;

(4) a state training and employment program would
(A) help prevent future claims against unemployment benefits;
(B) foster new jobs by encouraging businesses to locate in the state due to 

availability of a skilled labor force and by minimizing employers’ unemployment 

costs; and
(C) increase training opportunities to those workers severely affected by the 

fluctuations in the state economy or technological changes in the workplace in the 

state;
(5) it would be beneficial to the state for state training and employment programs 

funded by the state training and employment program to supplement, but not to displace, 

programs funded by money available to a training entity for public or privule training, 
and not to replace, parallel, compete with, or duplicate existing federally approved, 

jointly administered apprenticeship nnd training programs;
(6) it would be beneficial to tho state to make the state training and employment 

program a permanent state program to benefit Alaskn workers, businesses, and industry.

Sections 2— 5. Permanent law. See Table of Disposition of Acts.

Sec. 6. A S  23,15.620,23.15.625,23.15.630, 23.15.635, 23.15.640, 23.15.645,23.15.651, 

and 23.15.660 are repealed June 30, 1998.

Sec. 7. Sections 3— 5 of this Act apply to benefit years for unemployment insurance 

beginning on or after January 1, 1997.

Sec. 8. Sections 1 and 2 of this Act take cflcct July 1, 1996.

Sec. 9. Sections 3 —  5 and 7 of this Act take effect January 1, 1997.

Approved: June 28, 1996 

Effective: Sections 1 —  2 take effect 

July 1, 1996; sections 3 —  5 nnd 7 

take effect January 1> 1997; section 
6 takes effect September 26, 1996

Dr it enacted by the Legislature of the State of Alaska:

CHAPTER 117
A N  A C T  M a k i n g  a t i 'R o f r i a t i o n s  f o r  t h e  o p e r a t i n g  a n d  l o a n  p r o g r a m  e x p e n s e s  o f  s t a t e  

g o v e r n m e n t ,  f o r  c e r t a i n  p r o g r a m s ,  a n d  t o  c a p i t a l i z e  f u n d s .

(CCS HB 412(brf fld H/S)(efd (Id S))





No: i
FISCAL NOTE Bill Version: CSHB 347 (L&C)

f

STATE OF ALASKA 
.1998 LEGISLATIVE SESSION

Revision Date (Note if correction): 
Title:

(H) Publish Date: 4 / 3 0 / 9 8

Labor
Overtime Wage Exemption
for Mechanics

Department Affected:
BRU: Labor Standards & Safety
Component: __________

Sponsor:
Requestor:

Representative Cowdery Wage & Hour Adm inistration
House Labor & Commerce COMPONENT SERIAL NO. _3JL5

E X PE N D ITU R ES /R E V E N U ES : (Thousands of Dollars)
OPERATING FY 99 FY 00 FY 01 FY 02 FY 03 FY 04

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0 .0 0.0 0 .0 0 .0 0 .0

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE #

^FUNDING: (Thousands of Dollars)
1 1002 Federal Receipts

1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other (Specify Type)
TOTAL 0.0 0 .0 0.0 0.0 0 .0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY98) impact: $ None________________________

ANALYSIS: (Attach a separate page if necessary)

This bill provides a new exemption from overtime in the Wage and Hour Act for auto mechanics employed on a flat rate of 
pay based upon a standardized industry manual. Such mechanics would not be entitled to overtime pay even though they 
may woik more than eight hours in a single day or 40 stra ight time hours per week. This legislation will have no fiscal 
impact on Wage and Hour Administration.

Phone :  465-4855
Date : 2/12 /98

Date: 2 /12 /98

PR E PA R E R  TO PR O V ID E ALL D ISTR IB U TIO N  C O P IE S  T O  G O V E R N O R ’S LEGISLATIVE O FFIC E
F or fu r th e r  d is t r ib u t io n  in fo r m a t io n  c a ll  th o  G o v e r n o r 's  L e g is la tiv e  O ffice

Prepared by: Alan W. Dwyer. Director
Division: Labor Standards & Safety^— '"* a  1/

Approved by Commissioner: Tom Cashen. Commissioner
Agency: Department of Labor
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recommends it be replaced . * \
with the following committee substitute C.S n 3 3  Y 7  ( JjfG ) the same title 

[ ] a new title
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f I attached amendment(s)
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTIETH LEGISLATURE - SECOND SESSION
BY

Offered:
Referred:

Sponsor/s): REPRESENTATIVE COW DERY
A BILL 

FOR AN ACT ENTITLED 

"An Act relating to an exemption from overtime wage requirements for certain 

motor vehicle mechanics."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 23.10.060(d) is amended by adding a new paragraph to read:
(17) work performed by a mechanic primarily engaged it ±e servicing 

of automobiles, light trucks, and motor homes if the mechanic
(A) is employed as 2 n2t-rate mechanic by a no—anufacturing 

establishment primarily engaged in the business of selling or servicing motor 
vehicles;

(B) has signed a written agreement with the employer that 
specifies the mechanic’s flat h o u r ly  me of pay and the automor*e manual or 
manuals on which the flat rate is to be based;

(C) is compensated fcr all hours worked in any cmacity for that 
employer up to and including eight hours a day and 40 hours 2 week at an

-1- CSHB 347( )
■Vev T e .y ; Underl ined (DrZ —  7BXT BRACKETED)

WORK D R A F T  "  WORK DRAFT

■ y
y  h

r



hourly rate that is not less than the greater of
(i) 75 percent of the flat hourly rate of pay agreed upon 

by the employer and employee under (B) of this paragraph; or
(ii) twice the state minimum wage; and

(D) is compensated for all hours worked in any capacity for that 
employer in excess of eight hours day or 40 hours week at one and one-half 
times the rate described in (C) of this paragraphs in figuring the number of 
hours that an employee worked in a day, the employee's hours shall be figured 
on a weekly basis.

* Sec 2. The amendment to AS 23.10.060(d) made by sec. 1 of this Act applies to work 
first performed on or after the effective date of this Act.

WORK D R A FT WORK D R A FT  G -L Su A A F

C SH B 347( ) -2-New Text Ur.derlir.id (DELETED TEXT BRACKETED]



to CS for HB 347 version “F

j  : X

Am endm ent #1

Page 2, Line 7

After “paragraph” replace with “

Delete the remainder of lines 7, 8 & 9.

Insert new subsection to read:

“(E) The minimum amount ciue the employee under (C) and (D) of this section shall be 
figured on a weekly basis.”



29IJSC CHAPTER 8 - FAIR LABOR STANDARDS (01/10/96) lillp.7Avww.law.comclI.cdu/uscotlc/29/ch8.liln)l

• United States Code
° TITLE 29 - LABOR

■ C H A P T E R  8 - F A IR  L A B O R  S T A N D A R D S

•8 201. Short title.
§ 202. Congressional finding and declaration of policy.
$ 203. Definitions.
$ 204. Administration.
$ 205. Special industry committees for American Samoa.
§ 206. Minimum wage.
§ 207. Maximum hours.
§ 208. Wage orders in American Samoa.
$ 209. Attendance of witnesses.

210. Court review of wage orders in Puerto Rico and the Virgin Islands. 
§ 211. Collection of data.
$ 212. Child labor provisions.
$ 213. Exemptions.

214. Employment under special certificates.
§ 215. Prohibited acts: prima facie evidence.
$ 216. Penalties.
§ 216a. Repealed.
$ 216b. Liability for overtime work peiformed prior to July 20. 1949.
§ 217. Injunction proceedings.

218. Relation to other laws.
§ 219. Separability.

A service of the Legal Information Institute.

A service of the Legal Information Institute.

I ol' I 2/23/98 2:32 PM



29 USC See. 202 (01/16/96) IUtp://\vw\v.luw.comcll.cdu/iiscodc/29/202.lilml

• (a) The Congress finds that the existence, in industries engaged in commerce or in the production 
of goods for commerce, of labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of workers (1) causes 
commerce and the channels and instrumentalities of commerce to be used to spread and perpetuate 
such labor conditions among the workers of the several States; (2) burdens commerce and the free 
flow of goods in commerce; (3) constitutes an unfair method of competition in commerce; (4) leads 
to labor disputes burdening and obstructing commerce and the free flow of goods in commerce; 
and (5) interferes with the orderly and fair marketing of goods in commerce. That Congress further 
finds that the employment of persons in domestic service in households affects commerce

• (b) It is declared to be the policy of this chapter, through the exercise by Congress of its power to 
regulate commerce among the several States and with foreign nations, to correct and as rapidly as 
practicable to eliminate the conditions above referred to in such industries without substantially 
curtailing employment or earning power.

§ 202. Congressional find ing nnd declaration o f policy

1 ol' I 2/23/98 2:32 I'M



2VIJSC Seu. 207 (01/16/96) http:/Av\vw.luwxonicll.cdu/useocJc/29/207.1ilml

• (a) Employees engaged in interstate commerce; additional applicability to employees pursuant to 
subsequent amendatory provisions

° (1) Except as otherwise provided in this section, no employer shall employ any of his 
employees who in any workweek is engaged in commerce or in the production of goods for 
commerce, or is employed in an enterprise engaged in commerce or in the production of 
goods for commerce, for a workweek longer than forty hours unless such employee receives 
compensation for his employment in excess of the hours above specified at a rate not less 
than one and one-half times the regular rate at which he is employed.

0 (2) No employer shall employ any of his employees who in any workweek is engaged in 
commerce or in the production of goods for commerce, or is employed in an enterprise 
engaged in commerce or in the production of goods for commerce, and who in such 
workweek is brought within the purview of this subsection by the amendments made to this 
chapter by the Fair Labor Standards Amendments of 1966 -

■ (A) for a workweek longer than forty-four hours during the first year from the 
effective date of the Fair Labor Standards Amendments of 1966,

■ (B) for a workweek longer than forty-two hours during the second year from such 
date, or

■ (C) for a workweek longer than forty hours after the expiration of the second year 
from such date, unless such employee receives compensation for his employment in 
excess of the hours above specified at a rate not less than one and one-half times the 
regular rate at which he is employed.

• (b) Employment pursuant to collective bargaining agreement; employment by independently owned 
and controlled local enterprise engaged in distribution of petroleum products No employer shall be 
deemed to have violated subsection (a) of this section by employing any employee for a workweek 
in excess of that specified in such subsection without paying the compensation for overtime 
employment prescribed therein if such employee is so employed -

° (1) in pursuance of an agreement, made as a result of collective bargaining by representatives 
of employees certified as bona fide by the National Labor Relations Board, which provides 
that no employee shall be employed more than one thousand and forty hours during any 
period of twenty-six consecutive weeks; or 

0 (2) in pursuance of an agreement, made as a result of collective bargaining by representatives 
of employees certified as bona fide by the National Labor Relations Board, which provides 
that during a specified period of fifty-two consecutive weeks the employee shall be employed 
not more than two thousand two hundred and forty hours and shall be guaranteed not less 
than one thousand eight hundred and forty-hours (or not less than forty-six weeks at the 
normal number of hours worked per week, but not less than thirty hours per week) and not 
more than two thousand and eighty hours of employment for which he shall receive 
compensation for all hours guaranteed or worked at rates not less than those applicable 
under the agreement to the work performed and for all hours in excess of the guaranty which 
are also in excess of the maximum workweek applicable to such emplo} ,e under subsection 
(a) of this section or two thousand and eighty in such period at rates not less than one and 
one-half times the regular rate at which he is employed; or 

°  (3) by an independently owned and controlled local enterprise (including an enterprise with 
more than one bulk storage establishment) engaged in the wholesale or bulk distribution of 
petroleum products if -

■ (A) the annual gross volume of sales of such enterprise is less than $1,000,000 
exclusive of excise taxes,

■ (B) more than 75 per centum of such enterprise's annual dollar volume of sales is made

§ 207. Maximum hours ^  - 3  1 v ‘
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29 IJSC See4. 207 (01/16/961 littp://www.la\vxomell.cdii/iiscode/29/207.htinl

within the State in which such enterprise is located, and 
■ (C) not more than 25 per centum of the annual dollar volume of sales of such 

enterprise is to customers who are engaged in the bulk distribution of such products 
for resale, and such employee receives compensation for employment in excess of 
forty hours in any workweek at a rate not less than one and one-half times the 
minimum wage rate applicable to him under section 206 of this title, and if such 
employee receives compensation for employment in excess of twelve hours in any 
workday, or for employment in excess of fifty-six hours in any workweek, as the case 
may be, at a rate not less than one and one-half times the regular rate at which he is 
employed.

• (c), (d) Repealed. Pub. L. 93-259, Sec. 19(e). Apr. 8, 1974, 88 Stat. 66 (e) "Regular rate" defined

As used in this section the "regular rate" at which an employee is employed shall be deemed to 
include all remuneration for employment paid to, or on behalf of, the employee, but shall not be 
deemed to include -

0 (1) sums paid as gifts; payments in the nature of gifts made at Christmas time or on other 
special occasions, as a reward for service, the amounts of which are not measured by or 
dependent on hours worked, production, or efficiency;

0 (2) payments made for occasional periods when no work is performed due to vacation, 
holiday, illness, failure of the employer to provide sufficient work, or other similar cause; 
reasonable payments for traveling expenses, or other expenses, incurred by an employee in 
the furtherance of his employer's interests and properly reimbursable by the employer; and 
other similar payments to an employee which are not made as compensation for his hours of J*.
employment; p

° (3) Sums (FOOTNOTE 1) paid in recognition of services performed during a given period if 
either, (a) both the fact that payment is to be made and the amount of the payment are 
determined at the sole discretion of the employer at or near the end of the period and not 
pursuant to any prior contract, agreement, or promise causing the employee to expect such 
payments regularly; or (b) the payments are made pursuant to a bona fide profit-sharing plan 
or tmst or bona fide thrift or savings plan, meeting the requirements of the Administrator set 
forth in appropriate regulations which he shall issue, having due regard among other relevant 
factors, to the extent to which the amounts paid to the employee are determined without 
regard to hours of work, production, or efficiency; or (c) the payments are talent fees (as 
such talent fees are defined and delimited by regulations of the Administrator) paid to 
performers, including announcers, on radio and television programs;

(FOOTNOTE 1) So in original. Probably should not be capitalized.
° (4) contributions irrevocably made by an employer to a tmstee or third person pursuant to a

bona fide plan for providing old-age, retirement, life, accident, or health insurance or similar m;*
benefits for employees; &

0 (5) extra compensation provided by a premium rate paid for certain hours worked by the ^
employee in any day of workweek because such hours are hours worked in excess of eight in $
a day or in excess of the maximum workweek applicable to such employee under subsection 
(a) of this section or in excess of the employee's normal working hours or regular working Ul
hours, as the case may be; la

0 (6) extra compensation provided by a premium rate paid for work by the employee on jj]
Saturdays, Sundays, holidays, or regular days of rest, or on the sixth or seventh day of the jjfl
workweek, where such premium rate is not less than one and one-half times the rate tja
established in good faith for like work performed in nonovcrtime hours on other days; or jjjj

o (7) extra compensation provided by a premium rate paid to the employee, in pursuance ot an ^
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applicable employment contract or collective-bargaining agreement, for work outside of the 
hours established in good faith by the contract or agreement as the basic, normal, or regular 
workday (not exceeding eight hours) or workweek (not exceeding the maximum workweek 
applicable to such employee under subsection (a) of this section, (FOOTNOTE 2) where 
such premium rate is not less than one and one-half times the late established in good faith 
by the contract or agreement for like work performed during such workday or workweek.

(FOOTNOTE 2) So in original. The comma probably should be preceded by a closing 
parenthesis, (f) Employment necessitating irregular hours of work

No employer shall be deemed to have violated subsection (a) of this section by employing 
any employee for a workweek in excess of the maximum workweek applicable to such 
employee under subsection (a) of this section if such employee is employed pursuant to a 
bona fide individual contract, or pursuant to an agreement made as a result of collective 
bargaining by representatives of employees, if the duties of such employee necessitate 
irregular hours of work, and the contract or agreement (1) specifies a regular rate of pay of 
not less than the minimum hourly rate provided in subsection (a) or (b) of section 206 of this 
title (whichever may be applicable) and compensation at not less than one and one-half times 
such rate for all hours worked in excess of such maximum workweek, and (2) provides a 
weekly guaranty of pay for not more than sixty hours based on the rates so specified, (g) 
Employment at piece rates

No employer shall be deemed to have violated subsection (a) of this section by employing 
any employee for a workweek in excess of the maximum workweek applicable to such 
employee under such subsection if, pursuant to an agreement or understanding arrived at 
between the employer and the employee before performance of the work, the amount paid to 
the employee for the number of hours v/orked by him in such workweek in excess of the 
maximum workweek applicable to such employee under such subsection -

■ (1) in the case of an employee employed at piece rates, is computed at piece rates not 
less than one and one-half times the bona fide piece rates applicable to the same work 
when performed during nonovertime hours; or

■ (2) in the case of an employee performing two or more kinds of work for which 
different hourly or piece rates have been established, is computed at rates not less than 
one and one-half times such bona fide rates applicable to the same work when 
performed during nonovertime hours; or

■ (3) is computed at a rate not less than one and one-half times the rate established by 
such agreement or understanding as the basic rate to be used in computing overtime 
compensation thereunder: Provided, That the rate so established shall be authorized by 
regulation by the Administrator as being substantially equivalent to the average hourly 
earnings of the employee, exclusive of overtime premiums, in the particular work over 
a representative period of time; and if (i) the employee's average hourly earnings for 
the workweek exclusive of payments described in paragraphs (I) through (7) of 
subsection (e) of this section are not less than the minimum hourly rate required by 
applicable law, and (ii) extra overtime compensation is properly computed and paid on 
other forms of additional pay required to be included in computing the regular rate, (h) 
Extra compensation creditable toward overtime compensation

Extra compensation paid as described in paragraphs (5), (6), and (7) of subsection (c) 
of this section shall be creditable toward overtime compensation payable pursuant to 
this section.
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No employer shall be deemed to have violated subsection (a) of this section by 
employing any employee of a retail or service establishment for a workweek in 
excess of the applicable workweek specified therein, if (1) the regular rate of 
pay of such employee is in excess of one and one-half times the minimum hourly 
rate applicable to him under section 206 of this title, and (2) more than half his 
compensation for a representative period (not less than one month) represents 
commissions on goods or services. In determining the proportion of 
compensation representing commissions, all earnings resulting from the 
application of a bona fide commission rate shall be deemed commissions on 
goods or services without regard to whether the computed commissions exceed 
the draw or guarantee.

■ (j) Employment in hospital or establishment engaged in care of sick, aged, 
or mentally ill

No employer engaged in the operation of a hospital or an establishment 
which is an institution primarily engaged in the care of the sick, the aged, 
or the mentally ill or defective who reside on the premises shall be deemed 
to have violated subsection (a) of this section if, pursuant to an agreement 
or understanding arrived at between the employer and the employee 
before performance of the work, a work period of fourteen consecutive 
days is accepted in lieu of the workweek of seven consecutive days for 
purposes of overtime computation and if, for his employment in excess of 
eight hours in any workday and in excess of eighty hours in such 
fourteen-day period, the employee receives compensation at a rate not 
less than one and one-half times the regular rate at which he is employed.

■ (k) Employment by public agency engaged in fire protection or law 
enforcement activities

No public agency shall be deemed to have violated subsection (a) of this 
section with respect to the employment of any employee in fire protection 
activities or any employee in law enforcement activities (including security 
personnel in correctional institutions) if -

■ (1) in a work period of 28 consecutive days the employee receives 
for tours of duty which in the aggregate exceed the lesser of (A)
216 hours, or (B) the average number of hours (as determined by 
the Secretary pursuant to section 6(c)(3) of the Fair Labor 
Standards Amendments of 1974) in tours of duty of employees 
engaged in such activities in work periods of 28 consecutive days in 
calendar year 1975; or 

^ (2) in the case of such an employee to whom a work period of at 
least 7 but less than 28 days applies, in his work period the 
employee receives for tours of duty which in the aggregate exceed a 
number of hours which bears the same ratio to the number of 
consecutive days in his work period as 216 hours (or iflower, the 
numbei of hours referred to in clause (B) of paragraph (1)) bears to 
28 days, compensation at a rate not less than one and one-half times 
the regular rate at which lie is employed.

■ (I) Employment in domestic service in one or more households

■  (i) Employment by retail or service establishment
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No employer shall employ any employee in domestic service in one or 
more households for a workweek longer than forty hours unless such 
employee receives compensation for such employment in accordance with 
subsection (a) of this section.

■ (m) Employment in tobacco industry

For a period or periods of not more than fourteen workweeks in the 
aggregate in r.ny calendar year, any employer may employ any employee 
for a workweek in excess of that specified in subsection (a) of this section 
without paying the compensation for overtime employment prescribed in 
such subsection, if such employee -

■ (1) is employed by such employer -
■ (A) to provide services (including stripping and grading) 

necessary and incidental to the sale at auction of green leaf 
tobacco oftype 11, 12, 13, 14, 21, 22, 23, 24, 31, 35, 36, or 
37 (as such types are defined by the Secretary of 
Agriculture), or in auction sale, buying, handling, stemming, 
redrying, packing, and storing of such tobacco,

■ (B) in auction sale, buying, handling, sorting, grading, 
packing, or storing green leaf tobacco of type 32 (as such 
type is defined by the Secretary of Agriculture), or

■ (C) in auction sale, buying, handling, stripping, soiling, 
grading, sizing, packing, or stemming prior to packing, of 
perishable cigar leaf tobacco of type 41, 42, 43, 44, 45, 46,
51, 52, 53, 54, 55, 61, or 62 (as such types are defined by the 
Secretary of Agriculture); and

■ (2) receives for -
■ (A) such employment by such employer which is in excess of 

ten hours in any workday, and
■ (B) such employment by such employer which is in excess of 

forty-eight hours in any workweek, compensation at a rate 
not less than one and one-half times the regular rate at which 
he is employed. An employer who receives an exemption 
under this subsection shall not be eligible for any other 
exemption under this section.

■ (n) Employment by street, suburban, or interurban electric railway, or 
local trolley or motorbus carrier

In the case of an employee of an employer engaged in the business of 
operating a street, suburban or interurban electric railway, or local trolley 
or motorbus carrier (regardless of whether or not such railway or carrier 
is public or pnvate or operated for profit or not for profit), in determining 
the hours of employment of such an employee to which the rate 
prescribed by subsection (a) of this section applies there shall be excluded 
the hours such employee was employed in charter activities by such 
employer if (1) the employee's employment in such activities was pursuant 
to an agreement or understanding with his employer arrived at before 
engaging in such employment, and (2) if employment in such activities is 
not part of such employee's regular employment.
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■ (B) the final regular rate received by such employee, 
whichever is higher (FOOTNOTE 3)

(FOOTNOTE 3) So in original. Probably should be followed 
by a period.

■ (5) An employee of a public agency which is a State, political 
subdivision of a State, or an interstate governmental agency -

■ (A) who has accrued compensatory time off authorized to be 
provided under paragraph (1), and

■ (B) who has requested the use of such compensatory time, 
shall be permitted by the employee's employer to use such 
time within a reasonable period after making the request if 
the use of the compensatory time does not unduly disrupt the 
operations of the public agency.

■ (6) The hours an employee of a public agency performs court 
reporting transcript preparation duties shall not be considered as 
hours worked for the purposes of subsection (a) of this section if -

■ (A) such employee is paid at a per-page rate which is not less 
than -

B (i) the maximum rate established by State iaw or local 
ordinance for the ju risdiction of such public agency,

B (ii) the maximum rate otherwise established by a 
judicial or administrative officer and in effect on July 1, 
1995, or

B (iii) the rate freely negotiated between the employee 
and the party requesting the transcript, other than the 
judge who presided over the proceedings being 
transcribed, and

B (B) the hours spent performing such duties are outside of the 
hours such employee performs other work (including hours 
for which the agency requires the employee's attendance) 
pursuant to the employment relationship with such public 
agency. For purposes of this section, the amount paid such 
employee in accordance with subparagraph (A) for the 
performance of court reporting transcript preparation duties, 
shall not be considered in the calculation of the regular rate at 
which such employee is employed.

B (7) For purposes of this subsection -
b (A) the term "overtime compensation" means the 

compensation required by subsection (a), and
B (B) the terms "compensatory time" and "compensatory time 

off' mean hours during which an employee is not working, 
which are not counted as hours worked during the applicable 
workweek or other work period for purposes of overtime 
compensation, and for which the employee is compensated at 
the employee's regular rate.

B (p) Special detail work for fire protection and law enforcement 
employees; occasional or sporadic employment; substitution

B (1) If an individual who is employed by a State, political subdivision 
of a State, or an interstate governmental agency in fire protection or
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■ (o) Compensatory time
■ (1) Employees of a public agency which is a State, a political 

subdivision of a State, or an interstate governmental agency may 
receive, in accordance with this subsection and in lieu of overtime 
compensation, compensatory time off at a rate not less than one and 
one-half hours for each hour of employment for which overtime 
compensation is required by this section.

■ (2) A public agency may provide compensatory time under 
paragraph (1) only -

■ (A) pursuant to -
■ (i) applicable provisions of a collective bargaining 

agreement, memorandum of understanding, or any 
other agreement between the public agency and 
representatives of such employees; or

■ Oi) in the case of employees not covered by subclause
(i), an agreement or understanding arrived at between 
the employer and employee before the performance of 
the work; and

n (B) if the employee has not accrued compensatory time in 
excess of the limit applicable to the employee prescribed by 
paragraph (3). In the case of employees described in clause 
(A)(ii) hired prior to April 15, 1986, the regular practice in 
effect on April 15, 1986, with respect to compensatory time 
off for such employees in lieu of the receipt of overtime 
compensation, shall constitute an agreement or understanding 
under such clause (A)(ii). Except as provided in the previous 
sentence, the provision of compensatory time off to such 
employees for hours worked after April 14, 1986, shall be in 
accordance with this subsection.

■ (3)(A) If the work of an employee for which compensatory time 
may be provided included work in a public safety activity, an 
emergency response activity, or a seasonal activity, the employee 
engaged in such work may accrue not more than 480 hours of 
compensatory time for hours worked after April 15, 1986. If such 
work was any other work, the employee engaged in such work may 
accrue not more than 240 hours of compensatory time for hours 
worked after April 15, 1986. Any such employee who, after April 
15, 1986, has accrued 480 or 240 hours, as the case may be, of 
compensatory lime off shall, for additional overtime hours of work, 
be paid overtime compensation.

■ (B) If compensation is paid to an employee for accrued 
compensatory time off, such compensation shall be paid at 
the regular rate earned by the employee at the time the 
employee receives such payment.

■ (4) An employee who has accrued compensatory time off 
authorized to be provided under paragraph (1) shall, upon 
termination of employment, be paid for the unused compensatory 
time at a rate of compensation not less than -

■ (A) the average regular rate received by such employee 
during the last 3 years of the employee's employment, or
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law enforcement activities (including activities of security personnel 
in correctional institutions) and who, solely at such individual's 
option, agrees to be employed on a special detail by a separate or 
independent employer in fire protection, law enforcement, or 
related activities, the hours such individual was employed by such 
separate and independent employer shall be excluded by the public 
agency employing such individual in the calculation of the hours for 
which the employee is entitled to overtime compensation under this 
section if the public agency -

■ (A) requires that its employees engaged in fire protection, 
law enforcement, or security activities be hired by a separate 
and independent employer to perform the special detail,

■ (B) facilitates the employment of such employees by a 
separate and independent employer, or

■ (C) otherwise affects the condition of employment of such 
employees by a separate and independent employer.

■ (2) If an employee of a public agency which is a State, political 
subdivision of a State, or an interstate governmental agency 
undertakes, on an occasional or sporadic basis and solely at the 
employee's option, part-time employment for the public agency 
which is in a different capacity from any capacity in which the 
employee is regularly employed with the public agency, the hours 
such employee was employed in performing the different 
employment shall be excluded by the public agency in the 
calculation of the hours for which the employee is entitled to 
overtime compensation under this section.

■ (3) If an individual who is employed in any capacity by a public 
agency which is a State, political subdivision of a State, or an 
interstate governmental agency, agrees, with the approval of the 
public agency and solely at the option of such individual, to 
substitute during scheduled work hours for another individual who 
is employed by such agency in the same capacity, the hours such 
employee worked as a substitute shall be excluded by the public 
agency in the calculation of the hours for which the employee is 
entitled to overtime compensation under this section.

■ (q) Maximum hour exemption for employees receiving remedial education

Any employer may employ any employee for a period or periods of not 
more than 10 hours in the aggregate in any workweek in excess of the 
maximum workweek specified in subsection (a) of this section without 
paying the compensation for overtime employment prescribed in such 
subsection, if during such period or periods the employee is receiving 
remedial education that is -

■ (1) provided to employees who lack a high school diploma or 
educational attainment at the eighth grade level;

■ (2) designed to provide reading and other basic skills at an eighth 
grade level or below; and

■ (3) does not include job specific training.
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• (a) Minimum wage and maximum hour requirements

The provisions of sections 206 (except subsection (d) in the case of paragraph (1) of this 
subsection) and section 207 of this title shall not apply with respect to -

0 (1) any employee employed in £ bona fide executive, administrative, or professional capacity 
(including any employee employed in the capacity of academic administrative personnel or 
teacher in elementary or secondary schools), or in the capacity of outside salesman (as such 
terms are defined and delimited from time to time by regulations of the Secretary, subject to 
the provisions of subchapter II of chapter 5 of title 5, except that an employee of a retail or 
service establishment shall not b e excluded from the definition of employee employed in a 
bona fide executive or administrative capacity because of the number of hours in his 
workweek which he devotes to activities not directly or closely related to the performance of 
executive or administrative activities, if less than 40 per centum of his hours worked in the 
workweek are devoted to such activities); or 

° (2) Repealed. Pub. L. 101-157, Sec. 3(cj(l). Nov. 17, 1989, 103 Stat. 939.
° (3) any employee employed by an establishment which is an amusement or recreational 

establishment organized camp, or religious or non-profit educational conference center, if 
(A) it does not operate for more than seven months in any calendar year, or (B) during the 
preceding calendar year, its average receipts for any six months of such year were not more 
than 33 1/3 per centum of its average receipts for the other six months of such year, except 
that the exemption from sections 206 and 207 of this title provided by this paragraph does 
not apply with respect to any employee of a private entity engaged in providing services or 
facilities (other than, in the case of the exemption from section 206 of this title, a private 
entity engaged in providing services and facilities directly related to skiing) in a national park 
or a national forest, or on land in the National Wildlife Refiige System, under a contract with 
the Secretary of the Interior or the Secretary of Agriculture; oi 

° (4) Repealed. Pub. L. 101-157, Sec. 3fcim. Nov. 17, 198S . J3 Stat. 939.
° (5) any employee employed in the catching, taking, propagati «g, harvesting, cultivating, or 

farming of any kind of fish, shellfish, Crustacea, sponges, seaweeds, or other aquatic forms of 
animal and vegetable life, or in the first processing, canning or packing such marine products 
at sea as an incident to, or in conjunction with, such fishing operations, including the going 
to and returning from work and loading and unloading when performed by any such 
employee; or

° (6) any employee employed in agriculture (A) if such employee is employed by an employer 
who did not, during any calendar quarter during the preceding calendar year, use more than 
five hundred man-days of agricultural labor, (B) if such employee is the parent, spouse, child, 
or other member of his employer's immediate family, (C) if such employee (i) is employed as 
a hand harvest laborer and is paid on a piece rate basis in an operation which has been, and is 
customarily and generally recognized as having been, paid on a piece rate basis in the region 
of employment, (ii) commutes daily from his permanent residence to the farm on which he is 
so employed, and (iii) has been employed in agriculture less than thirteen weeks during the 
preceding calendar year, (D) if such employee (other than an employee described in clause
(C) of this subsection) (i) is sixteen years of age or under and is employed as a hand harvest 
laborer, is paid on a piece rate basis in an operation which has been, and is customarily and 
generally recognized as having been, paid on a piece rate basis in the region of employment,
(ii) is employed on the same farm as his parent or person standing in the place of his parent, 
and (iii) is paid at the same piece rate as employees over age sixteen are paid on the same 
farm, or (E) if such employee is principally engaged in the range production of livestock; or

§ 213. Exemptions ^ J
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0 (7) any employee to the extent that such employee is exempted by regulations, order, or 
certificate of the Secretary issued under section 214 of this title; or 

o (8) any employee employed in connection with the publication of any weekly, semi weekly, or 
daily newspaper with a circulation of less than four thousand the major part of which 
circulation is within the county where published or counties contiguous thereto; or 

° (9) Repealed. Pub. L. 93-259, Sec. 23£a)0), Apr. 8, 1974, 88 Stat. 69.
0 (10) any switchboard operator employed by an independently owned public telephone 

company which has not more than seven hundred and fifty stations; or 
o (11) Repealed. Pub. L. 93-259, Sec. 10(a). Apr. 8, 1974, 88 Stat. 63.
° (12) any employee employed as a seaman on a vessel other than an American vessel; or 
° (13), (14) Repealed. Pub. L. 93-259, Sec. 9(b)(1). 23(b)(1). Apr. 8, 1974, 88 Stat. 63, 69.

(15) any employee employed on a casual basis in domestic service employment to provide 
babysitting services or any employee employed in domestic service employment to provide 
companionship services for individuals who (because of age or infirmity) are unable to care 
for themselves (as such terms are defined and delimited by regulations of the Secretary); or
(16) a criminal investigator who is paid availability pay under section 5545a of title 5.

• (b) Maximum hour requirements

The provisions of section 207 of this title shall not apply with respect to -
° (1) any employee with respect to whom the Secretary of Transportation has power to 

establish qualifications and maximum hours of service pursuant to the provisions of section 
31502 of title 49; or

0 (2) any employee of an employer engaged in the operation of a rail carrier subject to part A 
of subtitle IV of title 49; or 

° (3) any employee of a carrier by air subject to the provisions of title II of the Railway Labor 
Act (45 U.S.C. 181 et seq.); or 

° (4) Repealed. Pub. L. 93-259, Sec. 11(c). Apr. 8, 1974, 88 Stat. 64.
° (5) any individual employed as an outside buyer of poultry, eggs, cream, or milk, in their raw

or natural state; or 
o (6) any employee employed as a seaman; or
o (7) Repealed. Pub. L. 93-259, Sec. 21(b)(3). Apr. 8, 1974, 88 Stat. 68.
o (8) Repealed. Pub. L. 95-151, Sec. 14(b). Nov. 1, 1977, 91 Stat. 1252.
0 (9) any employee employed as an announcer, news editor, or chief engineer by a radio or 

television station the major studio of which is located (A) in a city or town of one hundred 
thousand population or less, according to the latest available decennial census figures as 
compiled by the Bureau of the Census, except where such city or town is part of a standard 
metropolitan statistical area, as defined and designated by the Office of Management and 
Budget, which has a total population in excess of one hundred thousand, or (B) in a city or 
town of twenty-five thousand population or less, which is part of such an area but is at least 
40 airline miles from the principal city in such area; or 

o (10)(A) any salesman, partsman, or mechanic primarily engaged in selling or servicing 
automobiles, trucks, or farm implements, if he is employed by a nonmanufacturing 
establishment primarily engaged in the business of selling such vehicles or implements to 
ultimate purchasers; or

■ (B) any salesman primarily engaged in selling trailers, boats, or aircraft, if he is 
employed by a nonmanufacturing establishment primarily engaged in the business of 
selling trailers, boats, or aircraft to ultimate purchasers; or 

°  (11) any employee employed as a driver or driver's helper making local deliveries, who is 
compensated for such employment on the basis of trip rates, or other delivery payment plan, 
if the Secretary shall find that such plan has the general purpose and effect of reducing hours
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worked by such employees to, or below, the maximum workweek applicable to them under 
section 207(a) of this title; or 

© (12) any employee employed in agriculture or in connection with the operation or
maintenance of ditches, canals, reservoirs, or waterways, not owned or operated for profit, 
or operated on a sharecrop basis, and which are used exclusively for supply and storing of 
water for agricultural purposes; or 

o (13) any employee with respect to his employment in agriculture by a farmer,
notwithstanding other employment of such employee in connection with livestock auction 
operations in which such farmer is engaged as an adjunct to the raising of livestock, either on 
his own account or in conjunction with other farmers, if such employee (A) is primarily 
employed during his workweek in agriculture by such farmer, and (B) is paid for his 
employment in connection with such livestock auction operations at a wage rate not less than 
that prescribed by section 206(a)(1) of this title; or 

© (14) any employee employed within the area of production (as defined by the Secretary) by 
an establishment commonly recognized as a country elevator, including such an 
establishment which sells products and services used in the operation of a farm, if no more 
than five employees are employed in the establishment in such operations; or 

© (15) any employee engaged in the processing of maple sap into sugar (other than refined 
sugar) or syrup; or

© (16) any employee engaged (A) in the transportation and preparation for transportation of 
fruits or vegetables, whether or not performed by the farmer, from the farm to a place of first 
processing or first marketing within the same State, or (B) in transportation, whether or not 
performed by the farmer, between the farm and any point within the same State of persons 
employed or to be employed in the harvesting of fruits or vegetables; or 

° (17) any driver employed by an employer engaged in the business of operating taxicabs, or 
© (18), (19) Repealed. Pub. L. 93-259, Sec. 15(c). 16(b). Apr. 8, 1974, 88 Stat. 65.
© (20) any employee of a public agency who in any workweek is employed in fire protection 

activities or any employee of a public agency who in any workweek is employed in law 
enfe .oement activities (including security personnel in correctional institutions), if the public 
agency employs during the workweek less than 5 employees in fire protection or law 
enforcement activities, as the case may be; or 

© (21) any employee who is employed in domestic service in a household and who resides in 
such household; or 

o (22) Repealed. Pub. L. 95-151, Sec. 5, Nov. I, 1977, 91 Stat. 1249. 
o (23) Repealed. Pub. L. 93-259, Sec. 10(b)(3). Apr. 8, 1974, 88 Stat. 64.
© (24) any employee who is employed with his spouse by a nonprofit educational institution to 

serve as the parents of children -
■ (A) who are orphans or one of whose natural parents is deceased, or
■ (B) who are enrolled in such institution and reside in residential facilities of the 

institution, while such children are in residence at such institution, if such employee 
and his spouse reside in such facilities, receive, without cost, board and lodging from 
such institution, and are together compensated, on a cash basis, at an annual rate of 
not less than $10,000; or

© (25), (26) Repealed. Pub. L. 95-151, Sec. 6(a), 2(a), Nov. 1, 1977, 91 Stat. 1249, 1250. (27) 
any employee employed by an establishment which is a motion picture theater; or (28) any 
employee employed in planting or tending trees, cruising, surveying, or felling timber, or in 
preparing or transporting logs or other forestry products to the mill, processing plant, 
railroad, or other transportation terminal, if the number of employees employed by his 
employer in such forestry or lumbering operations does not exceed eight; (29) any employee 
of an amusement or recreational establishment located in a national park or national forest or
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on land in the National Wildlife Refuge System if such employee (A) is an employee of a 
private entity engaged in providing services or facilities in a national park or national forest, 
or on land in the National Wildlife Refuge System, under a contract with the Secretary of the 
Interior or the Secretary of Agriculture, and (B) receives compensation for employment in 
excess of fifty-six hours in any workweek at a rate not less than one and one-half times the 
regular rate at which he is employed; or

° (30) a criminal investigator who is paid availability pay under section 5545a of title 5.
• (c) Child labor requirements

° (1) Except as provided in paragraph (2) or (4), the provisions of section 212 of this title 
relating to child labor shall not apply to any employee employed in agriculture outside of 
school hours for the school district where such employee is living while he is so employed, if 
such employee -

■ (A) is less than twelve years of age and (i) is employed by his parent, or by a person 
standing in the place of his parent, on a farm owned or operated by such parent or 
person, or (ii) is employed, with the consent of his parent or person standing in the 
place of his parent, on a farm, none of the employees of which are (because of 
subsection (a)(6)(A) of this section) required to be paid at the wage rate prescribed by 
section 206(a)(5) of this title,

■ (B) is twelve years or thirteen years of age and (i) such employment is with the 
consent of his parent or person standing in the place of his parent, or (ii) his parent or 
such person is employed on the same farm as such employee, or

■ (C) is fourteen years of age or older.
° (2) The provisions of section 2J_2 of this title relating to child labor shall apply to an 

employee beiow the age of sixteen employed in agriculture in an occupation that the 
Secretary of Labor finds and declares to be particularly hazardous for the employment of 
children below the age of sixteen, except where such employee is employed by his parent or 
by a person standing in the place of his parent on a farm owned or operated by such parent 
or person.

° (3) The provisions of section 212 of this title relating to child labor shall not apply to any 
child employed as an actor or performer in motion pictures or theatrical productions, or in 
radio or television productions.

° (4)(A) An employer or group of employers may apply to the Secretary for a waiver of the 
application of section 2J_2 of this title to the employment for not more than eight weeks in 
any calendar year of individuals who are less than twelve years of age, but not less than ten 
years of age, as hand harvest laborers in an agricultural operation which has been, and is 
customarily and generally recognized as being, paid on a piece rate basis in the region in 
which such individuals would be employed. The Secretary may not grant such a waiver 
unless he finds, based on objective data submitted by the applicant, that -

■ (i) the crop to be harvested is one with a particularly short harvesting season and 
the application of section 212 of this title would cause severe economic 
disiuption in the industry of the employer or group of employers applying for 
the waiver;

■ (ii) the employment of the individuals to whom the waiver would apply would 
not be deleterious to their health or well-being;

■ (iii) the level and type of pesticides and other chemicals used would not have an 
adverse effect on the health or well-being of t! j individuals to whom the waiver 
would apply;

■ (iv) individuals age twelve and above are not available for such employment; and
■ (v) the industry of such employer or group of employers has traditionally and 

substantially employed individuals under twelve years of age without displacing
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substantia! job opportunities for individuals over sixteen years of age.
■ (B) Any waiver granted by the Secretary under subparagraph (A) shall require that -

■ (i) the individuals employed under such waiver be employed outside of school 
hours for the school district where they are living while so employed;

■ (ii) such individuals while so employed commute daily from their permanent 
residence to the farm on which they are so employed; and

■ (iii) such individuals be employed under such waiver (I) for not more than eight 
weeks between June 1 and October 15 of any calendar year, and (II) in 
accordance with such other terms and conditions as the Secretary shall prescribe 
for such individuals' protection.

• (d) Delivery of newspapers and wreathmaking

The provisions of sections 206. 207. and 212 of this title shall not apply with respect to any 
employee engaged in the delivery of newspapers to the consumer or to any homeworker engaged in 
the making of wreaths composed principally of natural holly, pine, cedar, or other evergreens 
(including the harvesting of the evergreens or other forest products used in making such wreaths).

• (e) Maximum hour requirements and minimum wage employees

The provisions of section 207 of this title shall not apply with respect to employees for whom the 
Secretary of Labor is authorized to establish minimum wage rates as provided in section 206(a)(3) 
of this title, except with respect to employees for whom such rates are in effect; and with respect to 
such employees the Secretary may make rules and regulations providing reasonable limitations and 
allowing reasonable variations, tolerances, and exemptions to and from any or all of the provisions 
of section 207 of this title if he shall find, after a public hearing on the matter, and taking into 
account the factors set forth in section 206(a)(3) of this title, that economic conditions warrant 
such action.

• (f) Employment in foreign countries and certain United States territories

The provisions of sections 206, 207. 211. and 212 of this title shall not apply with respect to any 
employee whose services during the workweek are performed in a workplace within a foreign 
country or within territory under the jurisdiction of the United States other than the following: a 
State of the United States; the District of Columbia; Puerto Rico; the Virgin Islands; outer 
Continental Shelf lands defined in the Outer Continental Shelf Lands Act (ch. 345, 67 Stat. 462)
(43 U.S.C. 1331 et seq.); American Samoa; Guam; Wake Island; Eniwetok Atoll; Kwajalein Atoll; 
and Johnston Island.

• (g) Certain employment in retail or service establishments, agriculture

The exemption from section 206 of this title provided by paragraph (6) of subsection (a) of this 
section shall not apply with respect to any employee employed by an establishment (I) which 
controls, is controlled by, or is under common control with, another establishment the activities of 
which are not related for a common business purpose to, but materially support the activities of the 
establishment employing such employee; and (2) whose annual gross volume of sales made or 
business done, when combined with the annual gross volume of sales made or business done by 
each establishment which controls, is controlled by, or is under common control with, the 
establishment employing such employee, exceeds $10,000,000 (exclusive of excise taxes at the 
retail level which are separately stated).

• (h) Maximum hour requirement: fourteen workweek limitation

The provisions of section 207 of this title shall not apply for a period or periods of not more than 
fourteen workweeks in the aggregate in any calendar year to any employee who -
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0 (1) is employed by such employer -
■ (A) exclusively to provide services necessary and incidental to the ginning of cotton in 

an establishment primarily engaged in the ginning of cotton;
■ (B) exclusively to provide services necessary and incidental to the receiving, handling, 

and storing of raw cotton and the compressing of raw cotton when performed at a 
cotton warehouse or compress-warehouse facility, other than one operated in 
conjunction with a cotton mill, primarily engaged in storing and compressing;

■ (C) exclusively to provide services necessary and incidental to the receiving, handling, 
storing, and processing of cottonseed in an establishment primarily engaged in the 
receiving, handling, storing, and processing of cottonseed; or

■ (D) exclusively to provide services necessary and incidental to the processing of sugar 
cane or sugar beets in an establishment primarily engaged in the processing of sugar 
cane or sugar beets; and

0 (2) receives for -
■ (A) such employment by such employer which is in excess of ten hours in any 

workday, and
H (B) such employment by such employer which is in excess of forty-eight hours in any 

workweek, compensation at a rate not less than one and one-half times the regular rate 
at which he is employed. Any employer who receives an exemption under this 
subsection shall not be eligible for any other exemption under this section or section 
207 of this title.

■ (i) Cotton ginning

The provisions of section 207 of this title shall not apply for a period or periods 
of not more than fourteen workweeks in the aggregate in any period of fifty-two 
consecutive weeks to any employee who -

■ (1) is engaged in the ginning of cotton for market in any place of 
employment located in a county where cotton is grown in 
commercial quantities; and

■ (2) receives for any such employment during such workweeks -
■ (A) in excess of ten hours in any workday, and
n  (B) in excess of forty-eight hours in any workweek,

compensation at a rate not less than one and one-half times 
the regular rate at which he is employed. No week included 
in any fifty-two week period for purposes of the preceding 
sentence may be included for such purposes in any other 
fifty-two week period.

H 0) Processing of sugar beets, sugar beet molasses, or sugar cane

The provisions of section 207 of this title shall not apply for a period or 
periods of not more than fourteen workweeks in the aggregate in any 
period of fifty-two consecutive weeks to any employee who -

■ (1) is engaged in the processing of sugar beets, sugar beet molasses, 
or sugar cane into sugar (other than refined sugar) or syrup; and

■ (2) receives for any such employment during such workweeks -
■ (A) in excess of ten hours in any workday, and
■ (B) in excess of forty-eight hours in any workweek, 

compensation at a rate not less than one and one-half times 
the regular rate at which he is employed. No week included 
in any fifty-two week period for purposes of the preceding
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sentence may be included for such purposes in any other 
fifty-two week period.
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R epresentative John  J. C owdery

M_rch 20, 1998

Dwight Perkins, Special Assistant 
Department of Labor

Dear Mr. Perkins.

This letter is to request a status report on the negotiations with the Alaska Auto Dealers 
Association concerning overtime exemptions for flat rate mechanics. I would like to 
know what language is being considered and how soon we may expect to hear your 
suggestions in committee.

I would like to resume the hearing process in the immediate future should negotiations 
prove unproductive.

Thanks for your help.

CC: Representative Rokeberg, Chair, Labor and Commerce Committee

(907) 465-5879 • (907) 465-2069 Fjx • State1 Capitol, Suite 4H>. (uncau, Alaska 99801

Toll free (888) 269-J879 • (907) 258-8188 • 700 W 4th Avenue. Anchorage, Alaska 99501



Sponsor Statement for House Bill 347

This legislation will bring the State of Alaska in line with Federal statutes by exempting 
“flat rate” mechanics from State overtime requirements. Mechanics who work on a “flat 
rate" basis are restricted by their employers, in most cases, from working overtime 
because of the complications in the interpretation of existing law.

This legislation unravels the knot in existing regulation and frees employers to allow 
work as the mechanic sees fit. Flat rate mechanics would be allowed to start early or 
work late to complete projects more efficiently and increase their own earning potential. 
The long-term benefit is to the consumer through reduced overhead and increased 
flexibility of the mechanic. By bringing Alaska statutes on par with other states, Alaskan 
employers will be able to compete on level ground with out-of-state businesses for 
qualified mechanics in a currently shorthanded industry.

This legislation is supported by both auto dealers and flat rate mechanics.



1/23/98

R epresentative John Cowdery 
A laska State House o f Representatives 
S tate Capital 
Juneau, A laska

t

D ear Representative Cowdery,

I am an automotive mechanic paid on a flat rate basis. I have been in this 
profession for 36 years. I am a m aster technician certified by Automotive 
Service Excellence (ASE) in all types o f  automotive repair.

I support your proposed bill exempting flat rate mechanics from overtime. 
Because o f  the current restriction placed upon me by my employer, I must 
quit w orking on a job  at the end o f 8 hours. Our establishment is open 
additional hours before and after my shift. It would be very beneficial to me 
to have the ability to continue a job  that might take just a short time more to 
com plete. It is a financial hardship to “ break stride” and restart the same job  
the next morning.

I am  familiar with the State o f  Alaska overtime payment calculation. It is 
difficult for me to understand and I believe it would be a problem for my 
em ployer to pay overtime in this, way. If this was just an issue o f added 
expense to my employer, I believe it would be simpler and less expensive for 
them  to ju st add another work shift.

I have w orked in California and Alaska and come in contact with mechanics 
from  a num ber o f  other states. It seem s that Alaska is the only state that 
restricts flat rate mechanics in this way.

I ask  for your support on this issue.
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Alaska Auto Dealers Association
P 0. Box 201305, Anchorage, Alaska 59520-1205

January 22, 1998

Th.e Honorable John Cowdery 
Alaska Slate Legislature 
State Capital 
Juneau, Alaska 99801

Dear Representative Cowdery,

I have been asked by your staff to provide input on how your proposed 
“m echanics overtime" bill might irrnact the consumer.

Stated simply the impact of this legislation would be positive although not 
necessarily obvious. This would not increase costs to the consumer. 
Implementation of this legislation would allow mechanics added flexibility to 
complete a repair. The current conditions dictate that the mechanic stop work at 
the end of an 8 hour cay. In certain instances a repair that has been carried over 
to the following day would have required minimal time to complt.

The most obvious savings to the consumer would be in the a rea’s of time and 
convenience. Your bill offers flexibility to the mechanic. That flexibility translates 
to higher income and productivity for the mechanic and savings of time and 
inconvenience for the consumer.

Respectfully .Yburs,
r€k

in Allwine 
foe President
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F r o m  th e  o f f i c e  o f . . .  R e p r e s e n t a t i v e  J o h n  J .  C o w d e r y

State Capitol Bldg., Room  416 I& >
Juneau, A K  99801 f  

907-465-3879 phone 
907-465-2069 fax

M E M O R A N D U M
TO: Representative Rokeberg, Chair

House Labor and Commerce Committee

PROM: Representative Cowdery

DATE: February 19,1998

RE: House Bill 347

CC:

N o te s :

We would like to have the following people testify on House Bill 347 on Monday the 23 rJ. 

Teleconference from Anchorage
Rick Morrison — Board Member Alaska Automobile Dealers Assc.
Auto Techician (As yet not named)

In person
Steve Allwine — Board Member Alaska Automobile Dealers Assc.
Jim Hines -  Auto Technician



C O M M I T T E E :
House Labor & Commerce Standing Committee/ 

D A T E :  February 23, 1998'

S u b j e c t  o t  m e e t i n g :

HB 347 - OVERTIME WAGE EXEMPTION FOR 
MECHANICS

SIGN-IN
P L E A S E  P R I N T !

N A M E
A D D R E S S  ( M A I L I N G  /  Z I P ) .  P H O N E  R E P R E S E N T I N G

D O  Y O U  

W A N T  T O  

T E S T I F Y  ?
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8 AAC 15.100 Alaska AdMINIsthativk Conn 8 AAC 15.100

ARTICLE 2. MINIMUM WAGES AND OVERTIME.

SYutlnn Sec tio n
100. I’nynicni for ovcrtimo 102. Voluntnry flexible wnrli hour plnnn
in), Overtime Tor line limit truck drivers 105. Minimum wage

8 AAC 15.100. PAYMENT FOR OVERTIME, (a) An employee's 
regulnr rntc is the basis for computing overtime. The regulur rale is nn 
hourly rale figured on a weekly basis. An employee need not actually be 
hired at nn hourly rate. The employee mny be paid by piece-rate, 
salary, commission, or any other basis agreeable to the employer nnd 
employee. However, the applicable compensation basis must be con­
verted to an hourly rate when determining the tegular rate for 
computing overtime compensation. The following provisions apply for 
an employee paid on a salary basis:

(1) The employment contract must set out the specific number of 
hours the employee is expected to work each dny nnd each week. The 
contract must establish a regular hourly rate of pay with respect to 
the salary to be paid and th. hours to be worked. Changes to the pny 
schedule of a salaried employee must conform lo the provisions of AS 
23.05.1GO.

(2) If a contract fails to establish a fixed number of daily and 
weekly hours for which the salary is intended to compensate, or if 
the actual hours of work deviate from the hours specified in the 
contract, the salary will be considered to be compensation for an 
eight-hour work dny and 40-hour workweek, and overtime will be 
computed on that basis.
(b) In order lo compute a regular hourly rate for the purpose of 

determining the overtime rote for an employee who is paid other than 
hourly or by salary, the following provisions of 2!) C.F.R. Part 778 
apply:

(1) for a pieceworker, 29 C.F.R. 773.111;
(2) for an employee who works nt two or more hourly rates, 29 

C.F.R. 778.115;
(3) for an employee who receives wages in a form other than cash, 

29 C.F.R. 778.11(>; or
(-1) for an employee who receives a commission, 29 C.F.R. 778.117 

— 778.122.
(c) When computing nn employee’s hours for the purpose of deter­

mining overtime, the employer shall count all hours the employee 
worked during that week including periods of “on call" and "standby or 
waiting time" required for the convenience of the employer which were 
a necessary part of the employee’s performance of his employment. 
However, if the employee is completely relieved from all duties for a 
certain period during which he may use the time effectively for his own 
purposes, then those periods n ad not be counted.

8 AAC 15.101 Laiiok 8 AAC 15.101

#

I

(d) The following arc not acceptable methods of complying with the 
payment of overtime provisions of AS 23.10.0G0:

(1) guaranteed weekly pay for variable hours plan (“Bclo" con­
tracts) established under sec, 7(f) of the Fair Labor Standards Act of 
1938, ns amended (29 U.S.C. 207(0 us implemented in 29 C.F.R. 
778.-102 — 778.414);

(2) compensatory time off in place of payment for overtime; nnd
(3) fiex-time or flexitime plans established under 29 C.F.R. 

778.114 providing a fixed salary for fluctuating hours up to a 
predetermined maximum number of hours in a workweek. (EfT. 
12/9/78, Register G8; am 9/28/85, Register 95)

Authority: AS 23.0ri.000 
AS 23.10.000

AS 23.10.0an AS 23.10.09r>

Editor’s note: CopicB of llio federal 
regulations cited in 8 AAC 10.100(b) mny 
be obtained from the office of the depart­

ment's statewide wnge nnd hour supervi­
sor in Anchorage.

8 AAC 15.101. OVERTIME FOR LINE HAUL TRUCK DRIV­
ERS. (a) If an employe’- of a line haul truck driver elects not to use the 
overtime rate established in AS 23.10.060(b), the employer shnll 
establish nltcrnate rates of overtime pny that meet the requirements of 
AS 23.10.060(d)(16) and this section.

(b) An alternative rate of overtime pay may be calculated as a 
mileage rate, a fuel usage rate, or on some other reasonable basis; 
however, any formula used to calculate an alternate rate of overtime 
pny must take into consideration the time spent performing all of the 
duties or a line hai ' truck driver on the route for which the rate was 
established, including the time spent

(1) driving;
(2) hooking up;
(3) fueling;
(4) tying down;
(5) chaining up anil unchaining;
(6) performing pre-trip and in-transit equipment and load checks;
(7) during breakdowns;
(8) making tire repairs;
(9) offloading; and
(10) completing required paperwork.

(c) If an employer averages the time spent performing the duties 
identified in (b) of this section over time, those averages are subject to 
review b y the department to determine if they arc accurate and 
reasonable. The department will, in its discretion, require the em­
ployer to validate an average used by having the employer record the 
nctu'al hours currently worked by drivers operating over the route in 
which the average is being applied. If a department’s audit of tho 
actual hours currently worked reveals a substantial difference from
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P L E A S E  P R I N T !

N A M E

C O M M I T T E E :
House Labor & Commerce Standing Committee

D A T E :  April 29, 1998

SIGN-IN

S u b j e c t  o f  m e e t i n g :

HB 347 - OVERTIME WAGE EXEMPTION FOR 
MECHANICS

A D D R E S S  ( M A I L I N G / Z I P )  P H O N E  R E P R E S E N T I N G

D O  Y O U  
W A N T T O  

T E S T IF Y  ?

' j  e4"
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TONY KNOWLES, GOVERNOR

P.O. BOX 217-9 
JUNEAU. ALASKA 99802-1149 
PHONE (907) 465-2700 
FAX: (907) *65-2784

M a r c h  27, 1 9 9 8

T h e  H o n o r a b l e  N o r m a n  R o k e b e r g
C h a i r ,  H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e
S t a t e  C a p i t o l  R o o m  24
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  R o k e b e r g :

Re: H o u s e  B i l l  347, M e c h a n i c s  B i l l

T h e  D e p a r t m e n t  of L a b o r  i s  g r a t e f u l  to y o u  a n d  t h e  spcnsc. . f o r  

g i v i n g  u s  t i m e  co w o r k  w i t h  t h e  i n c e r e s t e d  p a r t i e s  to a d d r e s s  o u r  
c o n c e r n s  r e g a r d i n g  H B  3 4 7 ,  U n f o r t u r a c e l y , a f t e r  n u m e r o u s  m e e t i n g s  

a n d  s e v e r a l  r e v i s i o n s  a n d  c l a r i f i c a t i o n s  t o  a d d r e s s  i n d u s t r y  
c o n c e r n s ,  it a p p e a r s  t h a t  w e  a r e  u n a b l e  to r e a c h  a c o n s e n s u s .  T h e  
d e p a r t m e n t  t h o u g h t  w e  h a d  w o r k e d  cue l a n g u a g e  t h a t  a d d r e s s e d  t h e  
p r i m a r y  c o n c e r n  of t h e  c a r  d e a l e r s ,  as h a d  b e e n  r e l a t e d  to us o v e r  
th e  p a s t  t w o  y e a r s ,  r e g a r d i n g  t h e  r e q u i r e m e n t  t o  re r a l c u l a t e  t h e  
t e c h n i c i a n ' s  h o u r l y  w a g e  r a t e  u p w a r d  w h e n  h o u r s  b i l l e d  e x c e e d s  h o u r s  
w o r k e d .  It a p p e a r s  t h a t  t h e  i n d u s t r y  w a n t s  t o  h a v e  it - c c h  w a y s ,  a s  
it vie re, b e i n g  i m m u n e  f r o m  t h e  u p w a r d  a d j u s t m e n t  o n  t h e  h i g h  e n d ,  

bu t  s t i l l  a b l e  to p a y  m i n i m u m  w a g e  (or p e r h a p s  5 0 %  cf t h e  f l a t  
h o u r l y  r a t e )  w h e n  h o u r s  w o r k e d  e x c e e d s  h o u r s  b i l l e d .  Th i s  is n o t  

a c c e p t a b l e  to t h e  d e p a r t m e n t .

T h e  a t t a c h e d  l a n g u a g e  is p r o v i d e d  co y o u  a s  o u r  b e s t  e f f o r t  a t  
c o m i n g  u p  w i t h  a s t a t u t o r y  r e m e d y  cc t h e  r e c a l c u l a t i o n  i s sue. A s  
y o u  k n o w ,  w e  a r e  g e n e r a l l y  o p p o s e d  to a n y  p o t e n t i a l  d i m i n u t i o n  o f  
w o r k e r  p r o t e c t i o n s  u n d e r  t h e  A l a s k a  W a g e  a n d  H o u r  A c t .  H o w e v e r ,  i n  
t h i s  c a s e ,  w e  b e l i e v e  t h e  a t t a c h e d  l a n g u a g e  r e m o v e s  t h e  
d i s i n c e n t i v e  f o r  the e m p l o y e r  t o  a l l o w  h i g h  p r o d u c t i o n  t e c h n i c i a n s  

to w o r k  o n  a fl a t  r a t e  d u e  t o  t h e  w e e k l y  r e c a l c u l a t i o n  cf the h o u r l y  
w a g e  u n d e r  c u r r e n t  law, w h i l e  a t  th* s a m e  t i m e  e n s u r i n g  t h a t  a l l  
w o r k  p e r f o r m e d  b y  a f l a t - r a t e  m e c h a n i c  is c o m p e n s a t e d  at n o  l e s s  
t h a n  t h e  f l a t  h o u r l y  r a t e ,  w i t h  a n  o v e r t i m e  p r e m i u m  cf h a l f  o f  t h e  
f l a t  r a t e  f o r  all h o u r s  i n  e x c e s s  cf e i g h t  p e r  d a y  str f o r t y  p e r  

w e e k .

In o r d e r  t o  e n s u r e  t h a t  t h e r e  is nt m i s u n d e r s t a n d i n g  in h o w  t h i s  

l a n g u a g e  - s h o u l d  y o u  f i n d  it a c c e p t a b l e  - i s  i n t e r p r e t e d  in t h e  
f u t u r e ,  I w o u l d  s u b m i t  t h e  f o l l o w i n g  h y p o t h e t i c a l  s i t u a t i o n s  a n d  

d i s c u s s i o n .



A  m e c h a n i c  a n d  a n  e m p l o y e r  a g r e e  to a f l a t  r a t e  a r r a n g e m e n t .  T h e y  
s i g n  a w r i t t e n  a g r e e m e n t  t h a t  s p e c i f i e s  t h e  f l a t  r a t e  - i n  t h i s  
e x a m p l e ,  $ 2 0  p e r  h o u r  - a n d  t h e  m a n u a l s  f r o m  w h i c h  t h e  “b o o k  h o u r s "  
f o r  e a c h  j o b  w i l l  b e  d e t e r m i n e d .  T h e  m e c h a n i c  w i l l  b e  p a i d  f o r  a l l  
t i m e  w o r k e d ,  m e a n i n g  a l l  t i m e  o n  t h e  c l o c k ,  i n  t h e  w o r k w e e k . T h e  
m i n i m u m  t h a t  t h e  m e c h a n i c  m u s t  b e  p a i d  f o r  t h a t  w e e k  is $20 p e r  h o u r  
f o r  s t r a i g h t  t i m e  h o u r s  a n d  $ 3 0  f o r  a l l  h o u r s  i n  e x c e s s  o f  e i g h t  
h o u r s  p e r  d a y  o r  f o r t y  h o u r s  p e r  w e e k .  T h i s  m i n i m u m  a m o u n t  o f  p a y  
f o r  t h a t  w e e k  is n o t  a f f e c t e d  b y  h o u r s  b i l l e d ,  w h e t h e r  m o r e  o r  l e s s  
t h a n  a c t u a l  h o u r s  w o r k e d .

It i s  i m p o r t a n t  to n o t e  t h a t  t h e  m i n i m u m  c o m p e n s a t i o n  o w e d  t o  t h e  
e m p l o y e e  is " f i g u r e d  o n  a w e e k l y  b a s i s . "  T h e r e  c o u l d  be a s i t u a t i o n  
w h e r e  a n  e m p l o y e e  w o r k s  e i g h t  h o u r s  p e r  d a y  a n d  b i l l s  e i g h t  h o u r s  
p e r  d a y  M o n d a y  t h r o u g h  W e d n e s d a y ,  t h e n  w o r k s  n i n e  h o u r s  a n d  b i l l s  
e l e v e n  o n  T h u r s d a y ,  a n d  t h e n  w o r k s  n i n e  h o u r s  a n d  b i l l s  s e v e n  o n  
F r i d a y .  I n  t h i s  c a se, t h e  m i n i m u m  p a y  d u e  t o  t h e  e m p l o y e e  f o r  t h e  
w e e k  w o u l d  b e  $ 3 6 0  ( f o r t y  h o u r s  @ $ 2 0 ,  t w o  h o u r s  @530) . T h e  
c o m p e n s a t i o n  d u e  u n d e r  t h e  f l a t - r a c e  a r r a n g e m e n t  w o u l d  b e  $ P 4 0  (42 
b o o k  h o u r s  x  $20) , s o  i n  t h i s  e x a m p l e  t h e  m e c h a n i c  is p a i d  $ 8 6 0 .  the 
m i n i m u m  d u e  t h e  e m p l o y e e  u n d e r  p r o p o s e d  17 (B) is n o t  f i g u r e d  o n  a 
d a i l y  b a s i s  (i.e., $ 1 6 0  + $ 1 6 0  + $ 1 6 0  + $ 2 4 0  + $ 1 8 0  = S 9 0 0 ) .  T h i s  
a l l o w s  t h e  e m p l o y e r  t o  " r e c o u p "  as it w e r e ,  f o r  a d a y  w h e r e  t h e  
e m p l o y e e  b i l l s  l e s s  h o u r s  t h a n  h e  w o r k s  f r o m  o n e  w h e r e  h e  b i l l s  m o r e  
h o u r s  t h a n  h e  w o r k s .  H o w e v e r ,  t h e  p r i n c i p l e  o f  d a i l y  a n d  w e e k l y  
o v e r t i m e  o v e r  e i g h t  h o u r s  a n d  f o r t y  h o u r s  i~ s t i l l  p r o t e c t e d  u n d e r  

t h i s  e x a m p l e .

O n e  o t h e r  c h a n g e  r e q u e s t e d  b y  l a b o r  a n d  r e p o r t e d l y  a c c e p t a b l e  t o  t h e  
r e q u e r  t o r s  of t h e  b i l l  is a l i m i t a t i o n  o f  t h e  e x e m p t i o n  t o  t h e  

s e r v i c i n g  of a u t o m o b i l e s  a n d  l i g h t  d u t y  t r u c k s .

A n  a m e n d m e n t  to H B  3 4 7  s u c h  as t h a t  a t t a c h e d  w o u l d  o b v i a t e  t h e  
d e p a r t m e n t ' s  c o n c e r n s  a n d  w e  w o u l d  r e m o v e  o u r  o b j e c t i o n s  t o  t h e  
b i l l .  O u r  p r i m a r y  c o n c e r n  h a s  b e e n  a l e g i t i m i z a t i o n  of t h e  e x i s t i n g  
p r a c t i c e  i n  s o m e  c a s e s  o f  m e c h a n i c s  w o r k i n g  u n d e r  a fl a t  r a t e  w i t h  
n o  p r o t e c t i o n  o t h e r  t h a n  m i n i m u m  w a g e ,  if t h a t .  W e  c a n  not s u p p o r t  
a b i l l  w h i c h  r e m o v e s  t h e  e m p l o y e r  l i a b i l i t y  t o r  r e c a l c u l a t i n g  h o u r l y  
w a g e  w i t h o u t  g u a r a n t e e i n g  a t  l e a s t  t h e  n o w  i m m u t a b l e  flat r a c e  f o r  
a l l  h o u r s  w o r k e d  to t h e  e m p l o y e e .

If y o u  h a v e  a n y  q u e s t i o n s ,  d o n ' t  h e s i t a t e  t o  c o n t a c t  m e  at 4 5 5 - 2 7 0 0 .

E d  F l a n a g a n  
D e p u t y  C o m i s s i o n e r

A t t a c h m e n t

c c : R e p r e s e n t a t i v e  J o h n  C o w d e r y
A l  D w y e r ,  D i r e c t o r ,  L S & S
R a n d y  Carr, C h i e f ,  L a b o r  S t a n d a r d s ,  L S & S



DRAFT

(17) w o r k  p e r f o r m e d  b y  a m e c h a n i c  p r i m a r i l y  e n g a g e d  i n  t h e  

s e r v i c i n g  o f  a u t o m o b i l e s  a n d  l i g h t  t r u c k s  i f  t h e  m e c h a n i c  is 

e m p l o y e d  a s  a f l a t - r a t e  m e c h a n i c  b y  a n o n m a n u f a c t u r i n g  

e s t a b l i s h m e n t  p r i m a r i l y  e n g a g e d  in t h e  b u s i n e s s  of s e l l i n g  o r  

s e r v i c i n g  m o t o r  v e h i c l e s ,  p r o v i d e d  t h a t

(A) t h e  m e c h a n i c  h a s  s i g n e d  a w r i t t e n  a g r e e m e n t  w i t h  t h e  

e m p l o y e r  w h i c h  s p e c i f i e s  t h e  a u t o m o t i v e  m a n u a l  o r  m a n u a l s  o n  w h i c h  

t h e  f l a t  r a t e  is t o  b e  b a s e d  a n d  the m e c h a n i c ' s  f l a t  h o u r l y  r a t e  o f  

p a y ; a n d

(B) t h e  m e c h a n i c  i s  c o m p e n s a t e d  f o r  a l l  h o u r s  w o r k e d  i n  a n y  

c a p a c i t y  f o r  t h a t  e m p l o y e r  u p  to e i g h t  h o u r s  p e r  d a y  a n d  f o r t y  

h o u r s  p e r  w e e k  at t h e  f l a t  h o u r l y  rate, a n d  f o r  a l l  h o u r s  w o r k e d  in 

e x c e s s  o f  e i g h t  h o u r s  p e r  d a y  o r  f o r t y  h o u r s  p e r  w e e k  at o n e - a n d -  

o n e - h a l f  t i m e s  t h e  f l a t  h o u r l y  rate, f i g u r e d  o n  a w e e k l y  b a s i s .  

F o r  p u r p o s e s  o f  t h i s  s u b s e c t i o n ,  t h e  f l a t  h o u r l y  r a t e  is t h e  

m e c h a n i c ' s  r e g u l a r  r a t e  o f  pay.

A S  2 3 . 1 0 . 0 6 0 ( d )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :
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Phono (907) 276-1331

Rod Udd
President 1

—r  f -4j..

A N C H O R A G E  C H R Y S L E R  D O D G E  C E N T E R  
2601 E .  5th Avenue Anchorage, Alaska 99501



H i s t o r y  a n d  p o s i t io n  H B  3 4 7

Current situation as it exists:
Automotive technicians paid under the flat rate method are not exempt under Alaska labor 
laws rrom overtime calculation. State law requires that a flat rate technician who works in 
excess of 8 hours per day and 40 hours per week be compensated at 1 and 1/2 times his 
“hourly rate”. The danger in this situation is that if a technician has worked 9 hours in one 
day and bills 11 hours at 20.00 per flat rate hour, you must divide the sum(20 billed hours) 
by the hours worked (9) to produce the “hourly rate”(in this instance $24.44) the 
technician is due an additional payment of 1/2 time ($12.22) for hour (or hours) of 
overtime worked. As you can see this situation is exasperated if overtime is utilized to 
varying degrees throughout the week.

History:
The regulation stems from the use of the Fair Labor Standards Act enacted in 1938 by the 
federal government. That law at the federal level does provide an exemption from 
overtime for technicians. Unfortunately, the law also permits the individual states to be 
more restrictive and , the State of Alaska does not provide an exemption in their labor 
code.
It is for these reasons that we as employers are so restrictive on allowing our technicians 
to work overtime.

Legislative action:
in the past ninety days the Alaska Auto Dealers Association has been working with 
Representative John Cowdery to enact legislation to relieve this situation. The legislation 
introduced is HB347. Please see attached sheet entitled “original bill”.

Subsequent to the bills introduction it was assigned to the Labor and Commerce 
Committee. In the hearing a number of technicians and dealers testified in support of the 
bill, while the Department of Labor and a representative of the AFL-CIO expressed 
concerns. At the culmination of the hearing the committee chair Representative Norman 
Rokeburg held the bill in committee and requested that all parties involved attempt to 
meet some sort of compromise.

After numerous meetings with Joe Hayes (AADA’s Lobbyist) Dwight Perkins, Ed 
Flanigan,( Department of Labor), and representatives of the Alaska Auto Dealers 
Association the potential of agreement appears to have been exhausted. In our letter to the 
bills sponsor Representative John Cowdery we have expressed our concerns over D.O.L’s 
final proposal and presented the sponsor with an alternative.



The following is our position on this legislation:
We support legislation that simplifies or exempts “Flat Rate” mechanics from overtime 
calculations.

We do not support D.O.L.’s proposal because although it does identify a simple means to 
calculate a technician’s overtime I return it requires that the technician be guaranteed 8 
hours pay at the “rate” even if the job bills as little as 1 hour. I.e.; if a flat rate tech “milks” 
a 4 hour job to 8 hours you must pay them the full 8 hours. We are unwilling to relinquish 
the incentive nature of flat rate in this manner. Simply put this makes a flat rate technician 
an hourly person with a bonus

We do not support the mixing of flat rate and hourly wages.

We support the current proposal found in the letter to Representative John Cowdery 
which provides an exemption from overtime but allows for a safety net at twice the Alaska 
Minimum wage. We feel that this would be more than equitable to employer and employee 
and still retain the flavor of the flat rate (incentive) method of payment.

It is important that you emphasize to your legislators, and their staff that this is the single 
most important issue facing the Alaska Auto Dealers Association. The current status 
restricts the freedom of our employees, it removes almost all incentive, and it hinders the 
cultivation and retention of technicians.



INTRODUCED: 1/23/98 
REFERRED: LABOR AND COMMERCE

“ AN A C T RELATING TO  AN EXEMPTION FROM OVERTIM E REQUIREMENTS FOR 
CERTAIN M O TO R  VEHICLE MECHANICS.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* SECTION I. AS23.10.060(D) IS AMENDED BY ADDING A NEW PARAGRAPH TO READ:
(17) WORK PERFORMED BY A MECHANIC PRIMARILY ENGAGED IN THE 

SERVICING OF MOTOR VEHICLES IF THE MECHANIC IS EMPLOYED AS A  FLAT RATE 
MECHANIC BY A NON MANUFACTURING ESTABLISHMENT PRIMARILY ENGAGED IN THE 
BUSINESS OF SELLING OR SERVICING MOTOR VEHICLES; IN THIS PARAGRAPH, “MOTOR 
VEHICLES” DOES NOT INCLUDE BOATS OR AIRCRAFT.

HB 347
B Y  REP . C O W D E R Y

*SEC. 2. THE AMENDMENT TO AS 23.10.060(D) MADE BY SEC. 1 OF THIS ACT APPLIES TO 
WORK FIRST PERFORMED ON OR AFTER THE EFFECTIVE DATE OF THIS ACT.
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Alaska Auto Dealers Association
PO. Box 2013Q5, Anchorage Alaska 9953% 1305

March 31,1998

The Honorable John Cowdery 
Alaska State Legislature 
State Capital 
Juneau, Alaska 99801

Dear Representative Cowdery,

I am sorry to report that as of this date the Alaska Auto Dealers Association and 
the Department of Labor have oeen unable to reach an accord on the issue of 
flat rate  mechanic overtime. After the encouragem ent that all parties received to 
“work it out or the committee would” I can honestly say that all parties 
participated in earnest.

Considering both organizations initial positions on this issue it would be 
negligent to say that no agreem ent was reached. I have included for your 
inspection a copy the final proposal received from the Department of Labor.
In the docum ent I draw your attention to the phrase in section (B) “for all hours 
worked in excess of eight hours per day or forty hours per week a t one-and-one 
half times the flat hourly rate, figured on a weekly basis..”

This is not an exemption from overtime which is what our members and 
employees requested. It does however drive to the heart of the matter in that it 
allows the employer to identify the actual dollar amount of overtime in an 
uncomplicated manner. We feel that this could have been an appropriate 
compromise. And, it is in this area that all parties seem ed to agree.
The area of disagreem ent com es from the phrase in section(B) that sta tes “the 
mechanic is com pensated for all hours worked in any capacity for that employer 
up to eight hours per day and forty hours per week at the flat hourly rate, ". I 
have highlighted the area of concern.



This phrase flies in the face of the very concept of the flat rate method of 
payment. It provides no incentive for the mechanic to excel in his trade and 
encourages mediocrity. This is because the mechanic could take a three or four 
hour job and “milk" it for eight hours and be guaranteed a full eight hours pay at 
“the flat rate”. The response that we received from the Department of Labor is 
simply to release the mechanic from employment.
I have stated numerous times that there is a major shortage of mechanics 
nationwide and we m ust “homegrow “these people. Why simply fire people when 
we can provide them with an opportunity to grow and mature through incentive 
and encouragem ent? The language offered by the Department of Labor provides 
zero incentive. It is important to realize tha t current regulation does not require 
the employer to make this type of payment guarantee.
The testimony from the very people affected by this legislation (mechanics and 
their employers) is indicative that this is a freedom bill for the m echanics. When a 
mechanic decides to work overtime on a project he or she generally knows they 
will beat the flat rate hour. For example, the mechanic has a job that will pay 3 
flat rate hours. They know that it will only take one and one-half hours to perform 
the work. This m eans that the mechanic is actually receiving double time for the 
job.
Simply stated, the attem pt to combine flat rate compensation and hourly pay is 
problematic. All parties involved (whether they will admit it or not) become 
easily confused when trying to determine the outcome of this type of change. 
Essentially via their proposal D.O.L’s response is to simply convert all flat rate 
m echanics to hourly personnel
If you feel that HB347 may be inappropriate based on the testimony offered we 
urge you to consider the following:

AS 23.10.060(d) is am ended by adding a new paragraph  to read:
work performed by a mechanic primarily engaged in the servicing of 
automobiles, light trucks, or motor homes, if the mechanic is employed as a 
flat rate mechanic by a non-manufacturing establishment primarily engaged 
in the business of selling or servicing motor vehicle will be exempt from 
overtime in weeks in which they work more than eight hours in one day or 
forty hours in one week if:
(a) more than one-half of their earnings are from the flat rate method of 

compensation; and

(b) they earn at least two (2) times the minimum wage for all hours worked 
during that week.


