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Good morning. I am Marina Streznewski, coordinator of the DC Jobs Council. I would like to thank Chairman Kwame Brown and Chairman Michael Brown and the members of the Council of the District of Columbia Committees on Economic Development and Housing & Workforce Development for holding this hearing to address the DC Auditor’s report, The Auditor’s Review of Compliance with the Living Wage Act and the First Source Act Requirements Pursuant to the Compliance Act of 2008. I will limit my comments today to the DC Auditor’s observations regarding the First Source Act. 
As you know, the DC Jobs Council is a coalition of service providers, funders, researchers, business people, and other stakeholders concerned with workforce development in the District of Columbia. The combined expertise of our membership helps to ensure city leaders make an effective and efficient workforce system a city priority. We ensure that every DC resident has the job training and education opportunities necessary to succeed in jobs that pay self-sufficiency wages and that meet the skill needs of employers in the District of Columbia. Further, we work to ensure economic development decisions facilitate the creation of jobs in the District in fields that provide career ladders to family-sustaining wages.
The members of the DC Jobs Council wish to express our gratitude to Deborah Nichols, Auditor for the District of Columbia for the clarity and thoroughness of her report. While her report contained – unfortunately – few surprises regarding compliance with the First Source Act, we appreciate the quality of the information provided.

The Auditor’s report reviewed only those projects subject to the First Source Act which were part of the now-defunct Anacostia Waterfront Corporation (AWC) and the National Capital Revitalization Corporation (NCRC), both organizations having been subsumed into the operations of the Office of the Deputy Mayor for Planning & Economic Development (DMPED). The report is not an exhaustive study of First Source, and several of the deficiencies identified resulted from the transfer of records and responsibilities from the AWC and the NCRC to the DC Department of Employment Services (DOES). But the report offers a useful snapshot of the most serious problems with the Act.

According to the Auditor’s report, DOES does not adequately monitor First Source activity. While DOES appears to have in place processes that should facilitate appropriate oversight, required reports are not collected or verified, and agreements are not monitored to a degree that would inspire confidence in the effectiveness of the First Source program. Part of the reason for this lack of implementation of internal controls is a longstanding problem with resources; as we understand the circumstances, historically DOES has deployed only three to four FTEs to perform all work associated with the monitoring of approximately 4,000 First Source agreements. With that level of staffing, it is difficult to even ensure if First Source agreements are submitted and monthly reports are processed, much less verified.
The Council of the District of Columbia sought to rectify this problem by passing legislation that established the Office of First Source Compliance. This law went into effect October 1, 2008, and funding was provided in the District budget for FY2009. However, it appears that funding was reprogrammed. Efforts by the DC Jobs Council and others have not found a satisfactory answer as to why and how the funding was diverted. And so the resource problem remains. It should be clear to any reasonably informed observer that a larger number of FTEs is required to ensure that First Source agreements are monitored and verified.
It follows that, if DOES has insufficient resources to monitor First Source agreements for compliance, the imposition of sanctions for noncompliance is essentially impossible. It is well known that no business has ever been sanctioned for violating a First Source agreement. The Auditor’s report helps to clarify why that is the case. But the lack of data collection and agreement oversight is not the only problem.
The First Source Act allows beneficiaries of agreements – that is, developers and employers – to seek waivers of its provisions under certain circumstances. One of those provisions allows the beneficiary to demonstrate “a good faith effort to comply.” In other words, if an employer tries to hire sufficient workers to meet the 51 percent District resident threshold, but is unsuccessful, there are no penalties. But the definition of “good faith effort” in the law is unclear. And the lack of effective enforcement – as noted earlier – prevents the verification of any “good faith effort.”

Employers often state that they are unable to hire 51 percent of employees from the District because the candidates are unqualified for available positions. While that claim may be suspect in some cases – for example, for those employers seeking entry-level retail staff or unskilled laborers – there are times when employers may have a valid point. In those cases, the solution is not simply to throw up our hands and say, “Oh, well.” The solution is to work with employers, as well as educators at all levels, job training providers, and workforce readiness programs to ensure District residents are prepared for available jobs. To make a very long list of suggestions short, we recommend that DOES and other workforce development stakeholders be part of economic development plans before incentives are offered, and that the number and quality of expected jobs be considered in making any decision to offer such incentives. 
Further, we suggest that the District investigate the possibility of employing clawbacks. A clawback allows the District government to recoup some part of the financial incentives offered to developers if they fail to reach promised benchmarks in such areas as job creation. But we recognize that any discussion of clawbacks is premature until First Source monitoring and oversight processes are corrected and strengthened. Therefore, we strongly recommend that the Office of First Source Compliance be staffed and funded as originally intended in the legislation.
A strong workforce development system will ensure the long-term viability of the District’s economy, and help ensure that all of its citizens have the opportunity to participate. We believe that an effective First Source law can strengthen the District’s workforce development system. If all of the components of the workforce development system – including education, job training, workforce readiness preparation and job placement – can cooperate with other District agencies, we can, in essence, turn tens of thousands of users of public services into taxpayers. These taxpayers, in turn, will contribute to the District’s coffers and those of their neighborhoods, climb the ladder to self-sufficiency, and help prepare themselves and their children for good jobs in a growing economy.
Thank you for this opportunity. I will be pleased to answer any questions.
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