


DATE

sUt.

BILL CONTACT/ACTION

CONTACT/ACTION

IAbUFIr 71 4 -£6UC-

(JoEU its



Position Paper
SB 148

This bill basically attempts to replace the Division of Legislative Audit with
a similar organization headed by an elected official.

Since the Department of Administration is responsible for maintaining the
State"s financial systems and prepares the State Annual Financial Report,
there is continuous contact between us and the Legislative Audit Division. We
anticipate no significant impact or change iIn the way we would conduct busi-
ness with the new State Treasurer®s organization as the legislation as cur-
rently written provides that the Deputy State Treasurer in the new organi-
zation be a Certified Public Accountant. Consequently, all audits would
continue to be conducted according to standards prescribed by authoritative
accounting organizations (such as the American Institute of Cel ‘ed Public
Accountants, Federal General Accounting Office, etc.).

The Department of Administration has had a good working relation: ,/ith the
Division of Legislative Audit. We anticipate no significant changes in the
working relationship that would take place with the new elected State Treasurer

based upon our understanding of this legislation.

The Department of Administration®s position on this bill is neutral.

Date
Department of Administration
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Nearly live years alter the state Is-,

sued lIts first loan to a Della Junction
barley farmers' cooperative, papers
have yet to be signed to legally obligate
the group to repay loans now totaling
about Simillion.

Those unsigned notes arc just one
example ol the faulty accounting
methods and mishandled loan pack-
ages plaguing a $52mlllion loan pro-
gram, according to official documents.
Slate officials sayythose problems
could threaten Alaska's legal position
should they need to initiate foreclo-
sures on any of the loans.

Among the 27fi borrowers of the
Agricultural Revolving Loan Fund, 48.0'

percent were delinquent with pay-,.'

ments, according to a-Dh=4ten of-
Agricuture report (or August.
Stale officials this week presented a

+ plan that would forgive the parccl-pur-
chase and land-clearing loans on the
second phase of the Delta project if the
farmers give up their rights to farm. It
validates acknowledgement that fore-
closures to recover a portion of the
state's Investment may be common-
place among the 270borrowers.

Last year, the state foreclosed on 13
Delta Il farmers.

"We are trying to come to grips with
the problems,” said James Barnett,
deputy commissioner of the Depart-
ment of Natural Resources. "We have
to realize that we have to lake losses.
Some farmer jrc going have togo into
default.”

Assistant Attorney General Joan
.Travoslino, who has been assigned to
[help Division of Agriculture officials

natures from Alaska Fanners Coope-
rative directors won't be affixed to the

documents for some lime.

"They don't have any way to pay!.
They don't make enough money," Tra-
vostino said.

Payment will be "lough,”™ acknowl-
edged Adrian Fredericks, cooperative
manager since IDSO because “there

. aren't enough acres in produe.ion to

keep a facilit, like thl Tinning,"

Fredericks said that annual pay-
ments are being made to the agricul-
ture division, but they are not full pay-
ments.

The cooperative's grain elevator.
has the rapacity to handle 60.000 to.
71(rid acres of grain produclion, Fre-'
derlcks said, but only 12,000 to 13000
acres are yielding crops

"There's no way that the coopcra-

i A ficials . tlve would be able to service the debt,"” m
“correct discrepancies In loans, said sig- :

he said. |
The paper trail that details years o f
Sec Mishandled, page A-12

Sheffield axes Susitna funds:
backers say dam wi
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Conspicuously absent from Gov. Bill
Sheffield's S26 billion budget (or 1887,
released Friday, were funds for the Su-
sitna hydroelectric project. But propo-
nents say the licensing process cun
continue without any more state dol-
lars.

“Receiving money this year would
have made the process easier down the
road, but | think we all understand
there Isnt the money right now," said
David Gottstein, spokcsmon for Alas-
kans for Statewide Energy Solutions, o
fre,facking evelggnegt of fnibel

+ ment fund,"Gottstein said. m

Sheffield sold he Intends to Intro-
duce legislation todo just that.

“We plan to return the money to the
fund and continue with the FF.RC
(Federal Energy Regulatory Commis-
sion) licensing process," the governor
said.

In 1981 the legislature passed what
Is known as a continuing appropriation.
The legislation required lawmakers to
set usidc COO million each year for de-
velopment of the Susitna project, as
well as $30 million for the Bradley Lake
hydro project.

This fall, however, two public Inter-

1l proceed

An Anchorage judge agreed with the
groups' legal argument and tossed out
Die continuing appropriation.

That threw inio liinbo the hundreds
of millions of dollars already set aside
for Suslnra. Sheffield on Friday said he
ha- a three-point plan (or developing
the dam. which includes returning the
money already earmarked for Susitna
to the [xjwer development fund.

"After we've reappropnated that
money, we need a mechanism through
legislation where we can put the inter-
est derived from the fund track into the
fund each) ear.” Sheffield said

"The the (Ithing wen-.-d ibisyear In



Continued from page A-I

error-plagued accounting proce-
dures w?.s first revealed by a 1980
audit that examined a Sl million
loan issued to the cooperative
without any signed loan papers.
The loan was issued to build the
grain elevator at Delta Junction.

A confidential state ombuds-
man's repo; t written this sum-
mer and obtained by The Times
revealed the problems in the Di-
vision of Agriculture's loan pro-
gram. and. specifically, the lack
of documentation on the coopera- *
tive's loans.

Division of Agriculture Direc-
tor Bill Heim admitted problems
in the agency, but said he has
been short of personnel that
would help keep the loans in
order.

The ombudsman's report fur-
ther revealed that one of the coo-
perative's loans never has had a
principal nor repayment terms
agreed to bv the group or the
agriculture’, 'ston.

"1 guess | un't answer why
they weren't signed," Fredericks
said.

Neither
anyone else.

The officials who ran the Divi-
sion of Agriculture in 1960 and
1981 were replaced when Gov.
Bill Sheffield was elected to of-
fice. Only John Katz, Depart-
ment of Natural Resources com-
missioner. was retained by Shef-
field, and he now runs me gover-
nor's Washington, D.C., office.

apparently  can

In 1332, auditors found that 23
loans had been authorized and
more than S3 million disbursed
without official loan documents.
Katz to'd Legislative Budget and
Audit Director Gerald WUkerson
that letters of intent were
executed to outline terms of the
notes, but the farmers' coopera-
tive apparently slipped through
the cracks.

Travostino said the coopera-
tives four unsigned notes, as
well as those of other borrowers,
have forced the board to tighten
loan procedures, especially to
those who keep returning™ for
funds.

Barnett said the state will
have to begin taking a more fo-
cused approach to fircing farm-
ers to meet the oblig mons.

"A lot of money i as sent Lia
lot of places dunni the early
'80s," Bamett said. ""A lot of the
investment was too sp iculative.”

"I think in the past, ”said Tra-
vostino, “the loan board was not
concerned with the delinquen-
cies, because they were so busy
handing out money."

State auditors say that 486
percent of the state's 787 farming
loans are delinquent, while the
Division of Agriculture says only
35 percent are delinquent. The

ES5353T™"

136 percent difference is a mat-
ter of semantics.

Heim said auditors mark a
loan delinquent and due when a
current month's payment is past
due. The loan fund says a note is
delinquent when it hasn't been
paid on its maturity date.

Delta Junction farmers have
borrowed -16percent, or S2S mil-
lion, of the total outstanding
loans, according to agricultural
division records. Auditors say
5135 million in loans are delin-
quent, a rate of 25.8 percent; the
loan board says 17.2 percent are
late.

In the Della Junction area, 98
borrowers account for a total 364
loans; 21 farmers have been re-
ferred to the Department of Law
for collection.

+ The Matanuska Valley farm-

ers are not much better off. as
they account for about 21 of 77
fanners in that area who have
been referred to the law depart-
ment. Auditors say nearly 26 per-
cent of the Matanuska loans are
delinquent, while the agriculture
division says delinquencies are 17
percent.

A 1984 legislative audit reiter-
ated criticisms detaded in earlier
reviews, which had found numer-
ous discrepancies in agricultural
division loan handling proce-
dures. The auditors found one
5160000 mistake in interest ac-
crual, and had to correct more
than 150 loan account errors.

More staff and thorough ac-
counting may be the only an-
swers, siate "officials say." Both
Bamett and Travostino note that
a receding revenue picture could
darken any hope that the state
will be able to keep pounng
money into agricultural projects,
hire needed loan examiners, ac-
counting staff and attorneys to
ensure tighter control on the mo-
nies.

"We have to make the farm-
ers successful without putting
any more money in," Bamett
said.

Legislative auditors In 1990
first began hammering at the
agriculture officials to clear up
discrepancies in its loan proce-
dures.

Among the recommendations
were:

¢+ The Department of Natural
Resources should improve its
procedures for disbursing loan
funds. The recommendation
came from a "special review" of
the 51 million allocation to build
grain storage facilities at Delta
Junction.

The funds were issued to the
Alaska Farmers Cooperative,
but auditors found that the "loan
agreement was never executed,
and although the Coop is volun-
tarily complying with some of
the conditions ... it is not meet-
ing the more important condi-



lions regarding investment capi-
tal and operating losses."

Auditors recommended the
stale lorce the cooperative to
sign loan payments, and the agri-
cultural division should monitor
the group s "activities to ensure
that the provisions of the agree-
ment are being carried out.”

*

+ Apparently a loan agree-
ment ol Si00Owas executed im -
properly for the amount o\
JTtO0O The auditors recom-
mended that that be changed to
reflect the proper amount of
money loaned.

Yet. more than two years
later, agriculture division proce-
dures remained in disarray. A le-
gislative audit for fiscal 192
found auditors recommending
that "ARLF should ensure loan
notes are property executed"
after they found the 23 loans is-
sued without legally binding
documents. . r, m

The lack“of documentation
left auditors to conclude that. "If
the notes are not complete with
the amount of the loan, issue
date, interest rate, repayment
terms, and maturity date, and a
notarized signature of th" bor-
rrower. the collecubility ,/ the
loan may be jeopardized.

“For example." the auditors
continued. "ARLF presently has
plans 10 foreclose on a loan for
which the note has no stated re-
payment terms or maturity date.
The borrower has departed from
Alaska. ARLF may have difficul-
ties foreclosing on this loan due
lo me incomplete note.”

Auditors also said they found
five delinquent loans that

weren't shown by division staff
to be in that status. "This was
due to the staff being informed
mat loan extension and-or rea-
mortizatlon agreements were in
process.” auditors said. "How-
ever, no written agreements
were ever executed with the bor-
rowers."

The ISC audit also revealed:

+ A loan for kG000 denied by
me ARLF poard wai su sde
|_

(\]/TSe]Bt".-i?He y agricultura

+ A loan issued for an amount
different from the amount ap-
proved by me board.

+ Two loans totaling $43,000 is-
sued with no record of board ap-
proval.+ -+

Alaska statutes required that
any loans in excess of S25.000 be
approved by me loan board and
me natural resources commis-
sioner.

In December 1934, the audi-
tors once again reported major
discrepancies and laxity in me
agriculture division, and issued
several recommendations to
tighten up me purse strings.

Among me findings, the audi-
tors found that bank accounts
were not reconciled, borrowers'
controlled accounts were not
kept in check which allowed bor-
rowers to spend funds on inap-
propriate equipment, and inter-
est accruals were reported erro-
neously. One mistake in interest
totaled 5160,000.

The auditors reported they
had to make adjustments on in-
terest accruals for more than LiO
accounts.

Local farm debts

$22.% million . ..

HMW-Ul 1 57,08 million

- $2276m illion .~ e-
$903 million

Mat-Su

Delta

Tanana

Kenai

Others

$257 million
$687000

$245 million
$118 million

S1.79 million
15841000
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SECTIONAL ANALYSIS OF 2d SSS3 14S
PREPARED BY SENATOR TIM KELLY

Section 1

Amends AS 37 by adding a new chapter establishing the basic powers and
duties of the State Treasurer.

The proposed AS 37.06.010 sets out the specific powers and duties of
the Treasurer. The second sponsor substitute incorcorates the use of
four terms found in the U.S. General Accounting Office publication
"Standards for Audit of Governmental Organizations, Programs, Activ—
ities, and Functions”: "compliance audit”, "management audit", "pro-—
gram audit” and "investigation” to specifically define the kinds of
functions to be carried out by the Treasurer. Definitions of this
"ype are not present in existing law. In subsection (a), 10 para-—
graphs establish mandatory duties of the Treasurer. In the second
sponsor substitute, use of the terminology "provide for"™ and "review"
in these paragraphs emphasizes the contract audit and supervisory
authority of the Treasurer found in the proposed AS 37.06.040, AS
37.06.050 and AS 37.06.100, below.

Paragraph (1) requires the Treasurer to crovide for annual

compliance audits of all state agencies. This overall audit authority
is cresentlv exercised bv the Division cf Lecisiative .nucit. See AS
24.20.271.

Paragraph (2) requires the Treasurer to review annual compliance
audits of municipalities. This paragraph would establish new super—
visory authority 1in the Treasurer over compliance audits of muni—
cipalities. See section 34. It will require that all municipalities

in the state be audited under the same audit standards.

Paragraph (3) requires the Treasurer to review annual compliance
audits of school districts receiving certain kinds of state assis—
tance. This paragraph would establish new supervisory authority in
the Treasurer over compliance audits of school districts. See sec—
tions 2 and 3. As in the case of municipalities in paragraph (2),
this section will require that all school districts in the state be
audited under the same audit standards.

Paragraph (4) requires the Treasurer to provide for management
and program audits and investigations when requested by the governor,
as head of the executive branch, the Legislative 3uaget & Audit
Committee, representing the legislative branch, and the chief justice

of the supreme court, as head of the judicial branch. The Treasurer
must provide for an audit or investigation upon request of one of
these officials or entities. This paragraph is an expanded version of

AS 24.20.281, which relates to special audits conducted by the Legis—
lative Auditor at the direction of the Legislative Budget and Audit

Committee.
Paragraph (6) requires the Treasurer to provide for management
and program audits of certain state agencies. See section 55. This

authority, known as "sunset"” audit authority, 1is part of existing law.



Paragraph (6) requires the Treasurer to provide for the audit of
all financial statements of state government and all agencies of state
government. The grant of this authority 1is intended to ensure that
the financial reports of state government are consistently prepared,
permitting comparisons between agencies anc from year to year.

Paragraph (7) requires the Treasurer to examine estimates of
receipts and expenditures to be included in the governor®"s annual
budget request. See AS 37.07.060.

Paragraph (8 requires the Treasurer to report to the governor,
the attorney general and the Legislative Budget & Audit Committee any
unauthorized handling or expenditure of state money, or other improper
financial practices or any obstruction of the Treasurer during an
audit. This paragraph is new law.

Paragraph (9) requires the Treasurer to assist state agencies,
municipalities and school districts in improving accounting systems.

It is part of existing law and the responsibility of the Legislative
Aucit Division. See AS 24.20.271.

Paragraph (10) requires the Treasurer to keeo accounts reflecting
the costs of audits and investigations and any other necessary ac—
counts. When combined with the contract audit authority in the
proposed AS 37.06.100 and 37.06.110 (see below), this recuirement will
permit billing of state acrencies, municipalities and school districts

for comoliance audits conducted by the _."reasurer or contractors of the
reasure;

Subsection (b) establishes the discretionary authority of the Trea—
surer .

Paragraph (1) permits the Treasurer on the Treasurer®s own
initiative to provide for management or program audits cr investiga-—
tions on any matter related to state finance. This grant of audit
authority represents a significant addition to existing law.

Paragraph (2) permits the Treasurer to investigate ar.d examine
the conduct of officers disbursing state funds or controlling state
property or of individuals preparing documents used as a basis for
disbursinc state funds. This 1is new law.

The proposed AS 37.06.020 relates to the retention and Qualification
of the Assistant State Treasurer and employees of the Office of the
Treasurer.

Subsection (@) provides that the Assistant Treasurer shall be a
certified public accountant or certified internal auditor with at
least five years of experience in governmental auditing appointed by
the Treasurer and will serve as Treasurer if a vacancy in the Office
of Treasurer occurs.

Subsection (b) provides that the Treasurer may employee staff,
including certified public accountants on a temporary basis. Employ —
ees of the Office of Treasurer snail be in the exempt service.

The proposed AS 37.06.030 relates to access of the Treasurer to
records and authority of the Treasurer to require individuals to give
testimony regarding audit matters.

Subsection (@) would grant to the Treasurer essentially the same
authority to obtain and inspect the records and accounts of agencies



as currently exists for the Legislative Auditor. See AS 24 .20 .2"1 <D
ar.d (0). The Treasurer would have the authority to jnspect aél
reccrcs snd sccounts # srscciirclsss or iJisi.r”ccnriQBr.ri.olit. « P.O-
strictions on the release bv the Treasurer of ccr.fider.tial information
are found in the proposed AS 37.06.040.

Subsection (b) provides that the Treasurer may require any
individuals to give information regarding any matter that the Treasur—
er is required to audit. The subsection crcvides for the answering of

written interrogatories and the taking of statements under oath. This
is new law.

The proposed AS 37.06.040 relates to audit and investigation reports
and the Treasurer®s review of those reports.

Under subsection (a), the Treasurer shall review audit and
investigation reports for accuracy, completeness and compliance with
audit standards. If the report is found to be deficient in anv of
these respects, the Treasurer shall return it to the agency, munic—
ipality or school district with a notice of deficiencies for correc—
tion by the auditor or investicator.

In sucsecticn (b), once the Treasurer acproves a reccrt, the
Treasurer shall provide a copy of the repcro to the governor, the
legislature and the head of the agency co which che renort pertains.
Unless the audit report is based upon or contains ccr.fider.tial infor—
mation , it shall be released to the public.

Subsection (c¢) provides that if deficiencies 1in the reccrt are
r.ct corrected, the Treasurer shall disaporove the renort and notifica—
tion shall be giver, to the authorities supervising the agency, -ur.it-
ij.aiity or school district. Disapproval of ar. reccrt concerning a
municipality or school district triggers provisions for the withhold—
ing of state funds co that entity contained 1in the proposed AS
37.06.050 (below).

Subsection (d) requires the Treasurer to prepare an annual reccrt
and submit it to the legislature.

The proposed AS 37.06.050 establishes new authority for the Treasurer
to require correction of deficiencies 1identified in audit and inves—
tigation reports.

Subsection (@) requires the head of an ag" ™ or the governing
bodv of a municipality or school district to co_-~ct deficiencies
identified in audit or investigation reports and to file a written
resDonse setting out the proposed corrections. If the Treasurer
approves the response, the Treasurer shall notify the agency or
governing body.

Under subsection (b), if the Treasurer disapproves the response
of a municipality of school district setting cut proposed corrections,
the Treasurer shall serve notice on the governing body of intent to
withhold funds under this section.

Subsection (c¢) provides that following notice given 1in subsection
(b), the governing body of a municipality or school district mav
request a hearing under the Administrative Procedure Act, AS 44*. 62, or
ar. informal conference with the Treasurer.

Subsection (d) provides authority for the Treasurer, after a
hearing, to order that state funds under certain programs be withheld
-rcm a municipality or school district if the Treasurer Tfinds that the



auditor or investigator has Tfailed to correct the report or the
governing body has failed to adopt an adequate plan to correct defi—
ciencies identified in an report. Programs sub”ecc to this authority
include: (1) payments for approved school construction projects, AS
14.11; (@) the public school foundation program, AS 14.17; (3 munici—
pal tax resources equalization, AS 29.60.010 - 29.60.80; (4) state aid
to municipalities, AS 29.60.100 - 29.60.180; grants to municipalities,
AS 37.05.315. Upon certification by the Treasurer to the Commissioner
of Administration to withhold funds under these programs, 50 percent
of funds shall be withheld. A provision making this authority appli—
cable to programs suspended from operation by the Legislature.

Subsection (e) permits the governing body of a municipality or
school district from which funds are withheld under subsection (d) to
petition the Treasurer for release of the funds. Release would be
permitted if the Treasurer finds that adecuate action has been taker,
to correct deficiencies identified in an audit or 1investigation
report.

The proposed AS 37.06.060 reiares to express authority for the Treas—
urer to provide for follow-up audios and investigations. This author—
ity does net exist in current law.

Subsection (@) establishes discretionary authority for tr.e
Treasurer to provide for follow-up audits and investigations.

Subsection (b) requires the Treasurer to provide for a fcilcw-up
audit or investigation when an initial audit reveals certain serious
deficiencies.

The proposed AS 37.06.070 relates to conflicts cf interest by the
Treasurer and the Treasurer®s staff.

Subsectior (@) prohibits the Treasurer and the employees of the
Treasurer from serving on state boards and commissions or 1in another
administrative agency of state government.

Subsection (b) requires the Treasurer and the employees of the
Treasurer to Tfile annual conflict of interest statements under AS
39.50.

The proposed AS 37.06.080 relates to the conduct of audits by the
Treasurer and the audit files of the Treasurer.

Subsection (@) requires state officials and employees to coooer-
ate with the Treasurer during an audit and permits the Treasurer to
obtain bank balances of the accounts of the state.

Subsection (b) reaui es the Treasurer to keep a complete file of
all reports and releases as well as all work papers related to audits.
Release of information in audit Tfiles is subject to the same rules on
confidentiality established 1in the proposed AS 37.06.040. The Trea—
surer is also required to keep a complete record of all fiscal trans-—
actions cf the Treasurer®"s office.

The proposed AS 37.06.090 requires the Treasurer to establish audit
standards for the conduct of audits in accordance with generally
accepted government auditing standards. The term "generally acceot-
ablc government auditing standards™ is defined in the proposed AS
37.067140. All audits provided for or subject to the review of the
Treasurer shall be in accordance with the audit standards promulgated



under this section. If federal grants reauire that different audit
standards be used, then the federal audit standards can be used.

The proposed AS 37.06.100 requires the Treasurer to contract with
certmed public accountants to the greatest extent practicable fcr
the completion of financial and compliance audits. Authority to
contract for management and program audits and investigations with
certiaied public accountants and certified internal auditors is also
contained in this section. Contract audits conducted under this

section shall be in conformance with the audit standards established
in the proposed AS 37.06.090.

The proposed AS 37.06. 110 requires independent state agen :ies, mumc

ipalities and school boards to reimburse the State Treasurer fcr the
costs of annual compliance audits.

The proposed AS 37.06.120 relates to the legal counsel to che Treasu
er.

Subsection (@) requires the attorney general to advise the
Treasurer on legal matters and represent the Treasurer in iecal
actions to which the Treasurer 1is a party. IT the attorney general
representing another agency of state government 1in a iecal action or
the Treasurer determines that employment cf tr.decer.denc iecal cour.se
will better serve the needs of the office of the Treasurer, the
Treasurer is permitted to retain independent counsel.

Subsection (b) gives the Treasurer the authority to inform the
attorney general of the need for the attorney general to direct a
prosecution in the name of the state against any person fcr an iiler
act or omission discovered in the course cf the Treasurer®s official
duties. This provision °s based upon a similar grant of authority
made to the Washington ;ate Auditor under Washington law.

The proposed AS 37.06.130 requires the Treasurer to adopt regulation
and conduct hearings under the Administrative Procedure Act "(AS
44.62) .

The oroocsec AS 37.06.140 defines seven terms used in the orooosed A
37.0%6.

The definition of "agency" is intended to reach every orga-—
nization part of or affiliated with state government.

The terms "compliance audit", "management audit", "program audi
and "investigation"” are taken from U.S. General Accounting Office
audit standards. These definitions are intended to provide specific
guidance to the Treasurer ir. the conduct of the duties assigned to t
Treasurer by lav/. These terms do not presently exist in Alaska lav/.
The terms "special audit”™ and "performance post-audit" relating to t
duties of the Legislative Audit Division, exist in AS 24.20.271 and
24.20.281 but are not defined anywhere 1in state law.

The term "generally accepted government auditing standards" is
defined by direct reference to U.S. General Accounting Office audit
standards and represents standards which are nationally recognized i
the government auditing profession.

"Treasurer"™ is defined to refer to the State Treasurer elected
under article IX, Section 17 or 18 of the State Constitution.



Section 2

Amends nS 14.11.125(b) to require that annual audits of school dis—
tracts receiving state assistance under the public school facilities
construction advance account (AS 14.11.105) conform to audit standard
adopted by the Treasurer. As provided for in the proposed AS
37.06.010, above, such audits would be subject to review by the
Treasurer. Audits would be required to conform to audit standards
adopted by the Treasurer.

Section 3

Ajnends AS 14.17.190(b) to require that annual audits of school dis—
tricts receiving state assistance under the oublic school foundation
program (AS 14.17.010-14.17.250) conform to audit standards adopted b
the Treasurer. As provided for in the proposed AS 37.06.010, above,
such audits would be subject to review by the Treasurer. Audits woul
be required to conrorm to audit standards adopted bv the Treasurer.

Sections 4,5,6,7,3,9,10,11.12.13,14,15 £ 16

These sections amend the state election code (Title 15) to include
the office of Treasurer 1in the same provisions that apply to ail othe
elected, statewide offices.

Sections 4,5, and 6 relate to limitations on campaign
contributions and expenditures, disclosure of
sources of contributions and objects of expenditures
and reporting requirements administered by the
Alaska Public Offices Commission.

Sections 7,8 and 9 relate to recounts.

Section 11 relates to nominations of candidates through the
primary election process.

Section 12 adds the basic provision in title 15 to provide
for the election of the Treasurer.

Sections 13 and 14 relate to the recall.

Sections 15 and 16 relate to the state election pamphlet.

Section 17

Amends AS 18.55.996 (i) to require that annual audits of Regional
Native Housing .authorities established under AS 1S.55.995-18.55.998,
be performed by an outside auditor and conform to the audit standards
established by the Treasurer. This section also provides that the
Treasurer shall establish the form and record of the financial record
of housing authorities.



Sections 1S and 19

Section IS amends AS 13.56.089 to recuire that annual audits of the

Alaska Housing Finance Corporation conform tc the audit standards
established by the Treasurer.

Section 19 amends AS 18.56.200 (b) to recuire tha . annual audits cf

the financial statement of AKFC conform tc the audit standards estab—
lished by the Treasurer.

Section 20

Amends AS 24.05.040 to provide that a member of the Lecisiature may

seek the office of Treasurer while holding office as a"state lecisia—
ture.

Section 21

Amends AS 24 .20.140 to recuire that the annual audit of the extend-
itures of the Legislative Council conform :: the audit standards
estaolished by the Treasurer.

Section 22

Amends AS 24 .20.201 (@) , relatir.c to the cowers of the Legislative
Budget & Audit Committee, to reflect reteai cf the statutes establish
ing the Legislative Audit Division and the transfer of those function
to the Treasurer. The section amends existme law/ to reflect that
pcst-audits of the Alaska Housing Finance Corporation and the Alaska
Industrial Development Authority will be conducted bv the Treasurer
rather than by the committee. The committee will retain the authorit
to review those retorts.

Section 23

Amends AS 24.20.201 to require that the Legislative 3udget & Audit
Committee shall provide for an annual audit of the Office of the Stat
Treasurer by an independent auditor.

Section 24

Amends AS 24 .20 .206 , relating to the duties of the Legislative Buccet
& Audit Committee, to reflect repeal of the statutes establishing the
Legislative Audit Division and the transfer of those functions to the
Treasurer. The section amends existing law to reflect that
post-audits of the Alaska Permanent Fund, the Alaska Housing Finance
Corporation and the Alaska Industrial Development Authority will be
conducted by an independent outside auditor. The committee will
retain authority to review those reports. The section also replaces
the language "operational and performance evaluation”™ in current lav



with "management and program audit" as those terms are defined in the
proposed AS 37.06.140. See the analysis of section 1 of the bill.

Section 35

Amends AS 24.20.281 to provide that the state Treasurer, rather than
the Legislative A.udit Division, will provide for or conduct managemer.
and program audits and investigations when requested bv the Legis—
lative Budget & Audit Committee. The term "scecial audit" in exist::,
law is replaced with "management and program audit”™ and "inves—
tigation” to reelect the new definition of those terms in the propose
AS 37.06.140. See the analysis of section | of the bill.

Section 26

Amends AS 24.20.291, relating to conflict of interests by tho lecisla
tive auditor and the legislative fiscal analyst, tc reflect the recea
of the Legislative Audit Division.

Sect.cr.s 27, 23, 29 and 30

Amends AS 24.23.030 () and (c), AS 24.23.040 (b) and AS 24.23.050
(a), relating to professional service contracts by the Legislature, t
reflect the repeal of the Legislative Audit Di-"iston.

Section 31

Amends AS 24.55.330 (2), relating to the definition of "agency" under
statutes establishing the Ombudsman, (AS 24.53.010-24.55.340), to
include the State Treasurer.

Section 32

Amends AS 24.60.050 (e), relating tc state loans held by members cf
the legislature under statutes regulating standards of conduct by
legislators (AS 24.60.010-24.60.190), to reflect the repeal of the
Legislative Audit Division.

Section 33

Amends AS 29.48.220, relating to annual post-audits of ail muni—
cipalities, to recuire that audits conform to audit standards adopted
by the Treasurer. The effect of this section is to ensure that ail
municipalities 1in the state are uniformly audited on an annual basis.

Section 34



Amends AS 30.13. 125, relating to annual post-audits of Recicnal
Resources Development Authorities (AS 30°".13.010-30.12.900)", to require
tr.at annual audits be conducted at the direction of the Treasurer
rather than the Legislative Auditor and conform tc audit standards
adopted by the Treasurer. The section is also emended tc require that

rinancial records of authorities be in a form crescnbed bv the
Treasurer

Section 35

Amends AS 35.10.135, relating to the Public Facilities Planning Fund
to require that annual audits of the fund conform to audit standards
aconted bv the Treasurer.

Section 36
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Section 37

Amends AS 37.12.100, relatine to me

to require sccctec r.v ::e
Treasurer.

Sections 38 ar.c 39

Section 33 amends AS 37.13.160, relating to audits cf the Alaska
Permanent Fund (AS 37.13.010-37.13.210), to provide that the Leci-
slative 3udget & Audit Committee may request the Treasurer to conduct
an annual post audit and an annual management and program audit of the
fund % investments and investment programs.

Section 39 amends AS 37.13.170, relating the annual financial state—
ments of the fund, to require that audits of financial statements
conform to audit standards adopted by the Treasurer.

Sections 40, 41 and 42

Amend existing law relating to compensation and allowances of elected
public officials.

Section 40 amends AS 39.20.050 by adding the Treasurer to the pro-—

visions regarding exclusive compensation of elected statewide offi—
cials .



Section 41 amends AS 39 .20.060 by adding the Treasurer ftc
regarding the exemption of elected statewide officials from the state
personnel lav/s.

Section 42 amends AS 39.20.310 by adding the Treasurer to provisions

regarding the exemption of elected statewide officials from statutes
on annual leave.

Section 43

Amends AS 39.25.110, relating to the exemption of certain state
em- oyees from the State Personnel Act (AS 39.25.010-39.25.220), to

provide that employees of the Treasurer shall be 1in the exempt ser—
vice .

Sections 44, 45 and 46

Section 44 amends AS 39.50. 020 (b) , relatir.c no the filiner of state—
ments or Tfinancial and bu"iness interests by certain public officials
(AS 39.50.010-39.50.200), by adding the Treasurer :o0 the list of
officials required to file these statements with the Alaska Public
Offices Commission. This section also applies to candidates for the
office of Treasurer.

Section 45 amends AS 39.50.130, relating to the consequences of
failure to file financial reports required under AS 39.50.020, by
adding the Treasure® to the list of elected statewide officials
subject to these penalties.

Section 46 amends AS 29.50.200 (8), relating to the definition of
"public official” under AS 39.05, by deleting a reference to the
Legislative Auditor and inserting the Treasurer.

Section 47

Amends AS 42.40.270, relating to audits of the Alaska Railroad Corpo—
ration (AS 42.40.010-42.40.990), to require that annual audits be
conducted by an independent outside auditor. Annual performance
audits would be performed by an independent outside auditor rather
than "a recognized railroad management expert". Annuax audits would
be required to conform to audit standards adopted by the Treasurer to
the extent that such standards are not inconsistent with the pro—
visions of this section.

Financial records of the corporation would be made available tc
the Treasurer rather than to the Legislative Audit Division. Lim—
itations on disclosure of financial information would apply to the
Treasurer, rather than to the Legislative Audit Division?”

Section 48



Amends AS 43.20.013 (a), relating tc tax credits fcr political contri—
butions, to permit individuals contributing to candidates for the
office of Treasurer to claim a tax credit of ud to S100.

Sections 49 & 50

Section 49 amends AS 44.07.200, relating to the Capital City Develop—
ment Corporation (AS 44.07.010-44.07.360), to recuire that the ac-—
counts and books of the corporation be subject to the examination cf
the Treasurer rather than the Legislative Auditor. This section would
also require that the audit of the corporation conducted every two
years be performed by the Treasurer rather than bv an indecencent
accountant. The audit would be required to conform to audit standards
adopred by the Treasurer.

Section 50 amends AS 44.07.280, relatinc tc the staff of the Cacical
City Development Oversight Committee (AS 44.07.220-44.07.190), to

require that the Treasurer rather than the Locisiaaive Audit Division
provide audits recuested bv the committee.

Section 51

Amends AS 44.47.530, relating to the annual reccrt of the Division cf
Housing Assistance (AS 44 .47 .350-44 .47 .f60) within the Department of
Community and Regional Affairs, to require that the audit conform to
audit standards adccted bv the Treasurer.

Section 52

Amends AS 44.66.050 (a), relating to the review of the activities of
certain agencies, boards and commissions (AS 44.66.010-44.66.060), to
require that audits pursuant to this section be conducted by an
independent outside auditor selected by the Treasurer rather than bv
the Legislative Audit Division. Such audits would be required to
conform to audit standards adopted by the Treasurer. The section
further amends this provision to reflect the use of the new term
"management and program audit" rather than "performance audit”™ in the
proposed AS 37.06.100. See the analysis of section 1.

Sections 53, 54 and 55

Section u3 amends AS 44.81 .260 (b) , relating to confidentiality of the
records of the Alaska Fishing and Agriculture Bank (AS 44.81.010-
44.81.350, by providing that the Treasurer, rather than the Legisla—
tive Audit Division has access to the records of the bank.

Section 54 amends AS 44.31.270, relating to audits of CFA3, to provide
that the Treasurer or an independent auditor selected by the Trea—
surer, rather than the Legislative Audit Division may audit the bank.



Such audits would be required to conform tc audit standards adopted b
the Treasurer.

Section 55 amends AS 44 .81 .280 , relatir.cr to the disclosure of ir.ferma
tion acquired by auditors of CFAB, by providing that the Treasurer an
the Treasurer®s employees, rather than*the Legislative Auditor, shall
be subject to the limitations of this section.

Secticn 56

Amends AS 44.32.180, relating to audits of the Alaska Gas Pipeline
Financing Authority (AS 44.82.010-44.82.200), to require that the
financial records of the authority be audited annuailv by an ir.decen-
dent outside auditor rather than by the Legislative Auditor. Such
audits would be required to conform to audit standards adopted by the
Treasurer. The section 1is also amended to recuire that financial
records of the authority be in a form prescribed by the Treasurer.

Section 57

Amends A.S 44 .33.190, relating to audits of the Alaska Power .-.uthcnty
(AS 44.83.010-44.83.425), to require that audits of the Tfinancial
records of the authority conform to audit standards scooted by the
Treasurer. The section is also amended to recuire that financial
records of the authoritv be in a form erescribed bv the Treasurer.

Section 58

Amends AS 44.35.100 (a), relating to audits of the Alaska Municipal
Bond Bank Authority, to require that audits of the books and accounts
of the authority conform to audit standards adopted by the Treasurer.

Section 59

Amends AS 44.88.200, relating to audits of the Alaska Industrial
Development Authority (AS 44.88.010-44.88.220), to require that audit
of the financial records of the authority conform to audit standards
adopted by the Treasurer. The section is also amended to require that
financial records of the authority be in a form prescribed by the
Treasurer.

Section 60

Amends AS 47.40.031, relating to the purchase of services by the
Department of Health & Social Services, to require that facilities
soliciting or receiving grants from the department under AS 47.40.011
47.40.091 submit to the Treasurer, rather than the legislative auditc
a Tinancial statement prepared by an independent certified public
accountant. The section also requires that such facilities furnish
all fiscal information, books, records, and accounts pertaining to



services rendered to the stare tc the Treasurer rather than tc th
Division of Legislative Audit.

Section Gl

This section is a general transition provision to prcvide that ai.
activities, transactions and rights under ar.v statute affected bv
act will remain in effect or transfer to successor crovisions utc:
effective date of 2d SSSB 148.

Section 62

This section provides that wherever necessarv, references tc the
Legislative Audit Division in Alaska Statutes or recuiaticr.s, sha.
read as referring to the Office of the State Treasurer. The sect
also gives the revisor of statutes and the recuilaticr.s attcrnev c
executive crar.ch tne autnoritv to make corrective name chances.

SOC ion 63
secllon repea Is the ’egisla
as 24 .20 .241 establishes th

W 24 0 rel ™Ss to the
lat e Auditor.

AS 24.20.261 relates tc the tne division.

AS 24.20.271 relates to the

AS 24.20.301 (@ relates to reccrcis or tne division,

AS 24 .23 .060 (b) relates to —11..4J ul cwilwraczs or tne
division under the Legislative Contract Procedure (AS 24 .23.010-
24 .23 .070) .

Section 64

Provides that only those sections necessary for conducting an eiec
for the office of Treasurer need take effect following the abgg
the voters of the constitutional amendment establisnir.a the Ulis
State Treasurer. Included in this group is the tax credit fox

cal contributions and financial disclosure of candidates for em
Office cf Treasurer.

Section 65



Provides that the remaining sections of the bill take e:
nrst day of the first term of the first State Treasure g
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REVISION DATE:

REQUEST FISCAL DETAIL
Bill/Resolution So.: SB Agency Affected: Legislative Audit. CHA. DSC,
DOTFF. Labor. HSS. ar.d EOA
Title: Elected State Treasurer Program Category Affected:
Sponsor: Kcllv/Sturgulewski/Halfcrd/
Bennett/Fcrguson/Abeod/Falks ERU, Progran or Subprograr(s) Affected
Requestor:
Date Requested:
Fiscal Sote is zero based upon assumptions detailed In the analysis section.
ANALYSIS

Assumptions:

1. Financial compliance audits
State authorities, banks or

paid for by the auditcc.

2. Financial compliance audits
public accountants licensed
3. Performance, management and
authorities or quasi-corporations

A. The FY 86 budget level

listed in

5. Management and program audit requests by the Governor
Committee or the Chief Justice of the Supreme Court will

audit request activity.

6. Budget
52,200,000,
elected treasurer organization
mandates and will
groups are presently part of CRA,

Prepared By

Di Legiélﬂ{ive An

ion;

Approved by Cortnissloner

Agency

Distribution (by Agency preparing fiscal

legislative Finance
legislative Sponsor
Requestor

Office Management and Budget
Icpacted Agency(ies)

performed upcn school
quasi-corporations,

performed
in the State.

progran audits to be performed on

of the legislative Audit D
Inflation adjustments (52,569,600) through 19B8,

levels of the respective executive branch
including appropriate
In 1988,
be adjusted for

boards, independent

shall be

municipalities,

as required by this law,

in item (1) will be performed by certified

Independent State
will be done by the State Treasurer.
on, including appropriate

be combined with other budgets

will

item 6 to fund the State Treasurer organization.

Legislative Budget and Audit

not increase above the FY 86

Internal audit groups, approximating

inflation adjustments, will be transferred to the

are adequate to meet their respective audit

inflation through the date of transfer. These
DEC, OM3, DOTPF, Labor, HSS, and DOA.
note):



STATE OF ALASKA 19S6 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST FISCAL DETAIL

Revision Date

BilL'Resoluiion No.: CSHS 1AS (Judiciary) Agency Affer,ePePar®ent

Title: "An Act relating to GIODIie BRU.

none warranties

Sponsor :K uies/ Governor Compon

Requestor: Sen . txnance
Date of Request: March 5. 1986

EXPENDITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88

PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0 - -0 -

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)

GENERALFUND -N- -N-
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS

FULL-TIME n- Ay
PART-TIME
TEMPORARY .

ANALYSIS : Attach aseparate page if necessary

Please see attached analysis.

Seijis" eft>

Prepared by: Richard 1. Pegues. Director

Consumer

ergpSUMeET

FY 89

Division : Administrative Services Division

FY 90

Phone:
D ate;

Approved bv mT "jroJdn, Attv General Date -

Agency: Department of Law

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) . page 1 of

or Law

Projection

Protection

FY 91

465-3672
3/6/86

3/6/86

10/25/85



CONTINUATION of FISCAL NOTE ANALYSIS

For Dill/Resolution No. CSHB 148

The committee substitute retains the right of private
action contained in the original veision of the bill, and it adds
new responsibilities to the Department of Law. First, copies of
all complaints and summons arising from private actions must be
served on the attorney general, who 1in turn must transmit a copy

of the complaint and summons to the surety. Second, manufac—
turers®” surety bonds shall be deposited with the Department cf
Law to assure compliance with AS 45.30.011. Moreover, sureties

shall inform the attorney general 1in writing of all claims
against the bond lodged directly with the surety and all sums
paid against the bond. The Department of Law assumed
responsibility for administering mobile home warranties 1in 1983.
The department®s only new responsibility under this bill 1is the
requirement to receive and transmit complaints. The department
has been monitoring surety bonds since 1983. Although there will
be a small additional expense for transmitting complaints and
summons, this expense does not warrant fiscal note costs.
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i
Honorable Pat Rodey, Chairman

Senate Judiciary Commitee
Alaska State Legislature
Pouch vV (MS 3100)
Juneau, AK 99811

Re: HB 148
Dear Pat:

This letter is written to encourage the Senate Labor and
Commerce Committee to quickly consider and pass HB 148. This bill
passed the House Labor and Commerce Committee unanimously and also
passed the House Judiciary Committee unanimously, although the
present version is a committee substitute that was developed in

the House Judiciary Committee. House Bill 148 passed the House on
a vote of 39 to O with one excused. As you can see there was
tremendous support for this legislation. I believe the reason for

this support and the. popularity of the bill is the important
relief granted to a purchaser of a mobile home in Alaska.
Essentially the bill accomplishes three changes in the present

law:

1. It raises the performance bond required of a
manufacturer of mobile homes from $35,000 to $100,000.

2. It creates a private cause of action for a mobile

home buyer against the manufacturer®s bond for warranty
violations.

3. It transfers warranty enforcement authority from the
Department of Commerce and Economic Development to the Department
of Law.

Increase in bond amount from $35,000 to $100,000.

This bill would amend AS 45.30.015(a) to increase the
bond amount that a manufacturer of mobile homes would have to post
with the State from $35,000 to $100,000. The purpose of this bond
is to assure compliance with the provisions of AS 45.30.011, which
set forth the warranty obligation by a manufacturer of a mobile
home. The increase in the cost of mobile homes since the statue
was first enacted suggests the need for the increase in the bond.
You are probably aware that there are many persons in the state
who 1live in mobile homes or choose to purchase mobile homes for

03-C30LH
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their primary residence. There are no manufacturers of mobile
homes in the State of Alaska, and the posting of this bond aids in
making certain the mobile homes sold in the state arewarranted

for one year and that the manufacturer corrects any substantial
defects that occur. Attached 1is a report that we prepared which
sets forth some of the problems mobile home consumers have had
with their mobile homes.

We, 1in this section, conducted a survey to determine the
cost to a manufacturer if the bondamount were increased from
$35,000 to $100,000. Our researchshowed that there would not be
significant increase to the cost of a manufacturer whose mobile
homes were sold in Alaska if the bond were increased. The cost of
a bond pursuant to AS 45.30.015 would be between 1% and 21 of the
face value annually, but in most cases only about 17, of the face
amount. Thus, a $100,000 bond would costa manufacturer
approximately $1000, with an upperlimit of $2000 a year.

The financial stability and net worth of a manufacturer
might well determine the cost of a bond or even if the
manufacturer can obtain a bond. Any company®s inability to obtain
a bond would probably be a good indication of its level of
reliability in fulfilling its bonded obligations, according to one
local insurance broker. If the manufacturer is currently able to
obtain a $35,000 bond that same manufacturer would likely be able
to obtain a $100,000 bond. Thus the manufacturer would be looking
at an increase from approximately $350 to approximately $1000 if
this bill 1is enacted increasing the bond required from $35,000 to
$100,000

Private cause of action against the bond

The current mobile home warranty statute, at AS
45.30.040, only allows a private buyer injured by the manufacturer
of a defective home to request the state to take administrative
action against the bond. In order to obtain the proceeds of the
bond for any consumers, the state would have to show in an
administrative action that the mobile home manufacturer's
violations of the warranty act were "regular and recurring.”

Thus, an individual mobile home buyer may have a serious defect 1in
the purchased mobile home but not be able to obtain the bond
proceeds absent state action. The state is not likely to take
action unless there are several mobile home buyers who experienced
defects in a particular manufacturer®s mobile homes.

Also, a buyer may believe she or he has a valid clainm
against the bond in a case in which the state enforcing authority
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does not agree that administrative action is warranted. Providing
a clear private cause of action against the bond may relieve a
burden on government by reducing the number of administrative
hearings and yet ensure that a individual can choose to enforce
his own rights, whether or not a state agency agrees with the
individual. Of course the mobile home buyer under the proposed
revision to the statute would still have to file an action 1in
court and prove that the mobile home manufacturer had violated the
warranty provisions of the Mobile Home Warranty Act. The benefit
to the mobile home buyer to be able to bring his or her private
action against the mobile home manufacturer®s bond becomes readily
apparent in that case where the mobile home manufacturer has gone
out of business, gone bankrupt or has no assets that can be used
to satisfy a judgment that a mobile buyer might receive in court.
Since all the mobile home manufacturers are located outside the
state, collection efforts against an outside mobile home
manufacturer may be very difficult for an individual mobile home

buyer 1in the state. It is hoped that creating this private cause
of action will make it possible for many claims to be settled
without any formal action. The mobile home buyer would notify the

manufacturer and the surety on the bond and hopefully some
settlement or agreement could be arrived at to provide repairs or
correct the defect without the necessity of litigation in many
cases.

Transfer of enforcement from the Department of Commerce and
Economic Development to the Department of Law

The bill proposes a change in the definition of
"department™ to mean the Department of Law in AS 45.30.100(2).

The Department of Commerce and Economic Development and
the Department of Law agree that this is the most appropriate
place to locate the enforcement of the Mobile Home Warranty Act.
The Division of Legislative Audit prepared a special report on the
Department of Commerce and Economic Development, Division of
Measurement Standards, on April 6, 1983. In that report
Legislative Audit recommended the transfer of the responsibility
to resolve warranty defects of mobile homes found at AS 45.30 from
the Department of Commerce and Economic Development to the
Department of Law. The audit reflected three reasons for the need
for the transfer:

1. Alleged possible conflicts of interest involving
the Department of Commerce and Economic Development mobile home
inspector;



Honorable Pat Rodey April 11, 1985
Senate Judiciary Committee Page 4

2. Alleged possible failure of the Department of
Commerce and Economic Development to carry out the duties of the
mobile home warranty act / and alleged use of money appropriated
for that purpose 1in other ways.

3. The public perception that the Consumer Protection
Section of the Department of Law is the agency to contact
concerning consumer complaints with problems relating to mobile
homes.

A follow up report was 1issued by the Division of
Legislative Audit on June 4, 1984. That audit report provided:
"The 1983 audit of the Division recommended that the
Mobile Home Warranty Program would be better served
under the Consumer Protection Section of the Department
of Law. The recommendation was made on the basis that
the Consumer Protection Section is the agency to which
the public looks for resolution of consumer problems and
would therefore be best suited to administer the
program. The Department of Commerce and Economic
Development has entered into a Reimbursable Service
Agreement with the Department of Law to transfer the
program. Legislation to make the transfer permanent was
introduced into the 1984 session of the legislature.”

For your convenience | have attached a copy of the 1983
report and the 1984 follow up report by the Division of the
Legislative Audit.

We respectfully request that the Senate Labor & Commerce
Committee carefully consider enacting the suggestions of the
Division of Legislative Audit and transferring the responsibility
for enforcement of AS 45.30 to the Department of Law. From a
consumer viewpoint it would seem beneficial to alert the public to
the fact that the actual enforcement of the Mobile Home Warranty
Act now lies with the Department of Law. For instance, if a
private attorney were advising mobile home owners, the attorney
would no doubt look to the current statute and attempt to make
contact with the Department of Commerce for additional
information. It is difficult to justify the referral from one
agency to another that is necessitated simply because the
definition contained in AS 45.30.100 of "department"™ has not been
changed by the legislature to the Department of Law.

Thank you for consideration of this legislation. We
stand ready to assist the committee in any way that we can. |
would be happy to testify via teleconference or in person. I have
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a very moving and interesting video tape of the defects in one
particular mobile home. The House Labor and Commerce Committee
viewed a portion of that video tape. I would be happy to play a
portion of that for your committee. Again, we encourage you to
consider this legislation as quickly as possible and pass" the bill
out of your committee. Thank you for considering our position.

Sincerely,

NORMAN C. GORSUCH
ATTORNEY GENERAL

By:

Assistant Attorney (ienerai
Consumer Protection Section

/pc

Enclosures



THE MOBILE HOME WARRANTY ACT
AND CONSUMER PROBLEMS WITH MOBILE HOMES

A Report by the Consumer Protection Section,
Department of Law,
February 4, 1984

Introduction

Mobile homes have become a major housing alternative for
Alaskans, one which often involves considerable exnense. Ranging
in price from $10,000 to well over $100,000 (net including land) ]
mobile homes in the stat” sold for an average of $40,263 in
mid-1934, as reported by the Alaska Housing Finance Corporation.
Often mobile homes are purchased by consumers who lack the 1income
needed for conventional housing and who are less able to protect
themselves from defective products and unfair sales techniques.
Yet unlike conventional housing, mobile home construction is not
subject to regulation or inspection by local or state authorities,

nor is the sale of mobile homes subject to professional licensing
requirements.

A art from the Department of Law"s general enforcement
powers against unfair or deceptive trade practices, state efforts
to prevent and remedy the widespread problems confronted by mobile
home purchasers rest solely on the mobile home warranty act, AS
45.30. The Consumer Protection Section®s recent experience 1in
administering this act shows that defects in mobile homes and
consumers® problems in obtaining corrective action continue to be
frequent occurrences and continue to demand significant efforts on
the part of the section.

Background of the Mobile Home Warranty Law

In 1980, the Legislature acted to ensure that consumers
receive adequate warrant} protection when they purchase mobile
homes. (Ch. 104, SLA 1980, amending AS 45.30.) This statute
requires new mobile homes to be covered by a one-year written
warranty against substantial defects in materials and workmanship.
One important provision of the mandated warranty is that the
dealer and manufacturer are each fully responsible for correcting
defects, so that the consume-** is not shuttled back and forth with
no one taking responsibility. Another 1important provision 1is that
the warranty must cover not only the structure of the mobile home
but also all mechanical systems, equipment, and appliances
included when it is sold.

The statute alsolestablishes a method to enforce
compliance. Written notices of violations may be issued by a



state inspector, and the enforcement agency may hold
administrative hearings on alleged violations. When it 1is
determined, following such a hearing, that a dealer or
manufacturer has violated a provision of the law, the violator may
be ordered to take corrective action. Moreover, 1in appropriate
cases the manufacturer®s v35,000 performance bond may be forfeited
and the proceeds distributed to the injured parties.

The 1980 mobile home legislation did more than establish
state warranty requirements; it also repealed existing portions of
AS 45.30 which regulated mobile home construction standard.". The
reason Tfor this repeal was not, it must be emphasised, a belief
that such regulation was unnecessary. Rather, it was simply a
matter of federal preemption. In 1976 the U.S. Department of
Housing and Urban Development (HUD) had taken over the regulation
of mobile home construction throughout the country. This meant
the "-preemption of-Alaska's -construction standards program.

The HUD program, however, did not come close to
eliminating many kinds of serious problems that frequently afflict
purchasers of mobile -homes. As pointed out in a 1980 Federal..-
Trade Commission study of mobile home warranty problems, the scope
of the HUD standards is limited and the agency®"s remedial powers
when defects occur are "severely circumscribed.”.. The construction
standards, which cover only basic components and focus on safety
concerns, do not protect consumers from defects in appliances,
cabinetry, carpeting, ceiling tile or wall paneling, floor
coverings, and so on; nor do they address damage occurring during

transportation or set up. Equally important, 1inspection 1is
required of a mobile home only once -- at any point -- during the
manufacturing process, so that defects may readily occur which are
not detected. Indeed, HUD has acknowledged that "no mobile home
is completely without failures to conform to the Federal
standards.”"™ Finally, once a mobile home has been purchased by a

consumer, the only defects which HUD can require the manufacturer
to correct are those which present an unreasonable risk of injury
or -death.

Thus, when the Alaska Legislature passed its mobile home
warranty act, jJoining seventeen other states at that time with
similar legislation, it did so in recognition of the need to fill
a major gap in the legal protection orovided to consumers. The.
House committee which recommended passage .of the act had before it
a report from the Attorney General®s Consumer Protection Section
analyzing complaints within the past two years from some 63
consumers having problems with mobile homes. In addition to
multitudinous defects reported in interior construe mon, exterior
construction, plumbing, appliances, electrical systems, and
plumbing systems, a common thread running through the consumers®



experience was a lack of response from dealers and manufacturers
to their complaints. Long delays in merely getting someone to
look at.the problem were common, and in many cases the defects
remained uncorrected even after repeated attempts at repair.
Experience since that time amply demonstrates the continuing
importance of the warranty law.
-

Recent Consumer Protection Section

Experience with Mobile Home Problems
-z "Since the enforcement of the mobile®" home warranty act
was administratively transferred to the Consumer Protection
Section in May of 1983, the section has handled 65 complaints and
has responded to over 96 inquiries and requests for assistance.
Although most consumer mobile home complaints involve several
individual problems that the consumer has experienced, the major
focuseof. complaints received during the past year and a-half may
be summarized as follows:

1. Defects in materials and workmanship 27%
"2. Misrepresentative sales techniques . - -46%
3. Shoddy repair services -16%
- -w-4. - Mobile-home park and other problems ---—-—- o"—ee]-T

Specific mobile home related complaints include but are
not limited to the following:

1. Doors and windows that will not open or close
properly.

2. Cracked sinks and bathtubs.

3. Overly expensive to operate or inadequate heating

sytems.

4. Excessively high interior humidity

5. Buckling walls and separating components.

6 . Misrepresentations about the ability to qualify for

a lean, or about the.outcome or penalty resulting from not
qualifying for or not obtaining a loan to purchase a mobile home.
e 7o 7. Settling of mobile homes resulting from inadequate
or improper setup procedures.

-.Numerous failed attempts to repair mobile home
defects by unqualified service persons .

9. Misrepresentations of the authority of a
salesperson. -—- ... ;
e - 10.-- Failure to deliver title. ~~ --

Although a report regarding consumer problems with their
mobile homes must be brief, because as one consumer wrote to
Consumer Protection just last week "there 1isn"t enough paper 1in
Alaska to state the dissatisfaction we"ve experienced,"” a few
specific examples will help provide a clear understanding of the
seriousness of consumer mobile home problems.

-3-



During the past year, three purchasers of a particular
brand of mobile home complained to the Consumer Protection Section
that the roofs on--the mobile homes were leaking severely and-that
they had been unable tc obtain a remedy from either the
manufacturer or dealer. The consumer found that the dealer had
"disappeared"™ and the manufacturer®s response was that the
consumers needed to shovel their roofs more arieauately in tne
winter time (despite the dealer®s original claim that their roofs
were specially designed for "Alaska conditions"). Yet only a
minor amount of snow had accumulated cn them, and moreover the
manufacturer®s own "homeowners manual"” stated that the roofs "
should not be climbed or walked on. Although the manufacturer®s
warranty had expired on two of the mobile homes, through mediation
and negotiation the Consumer Protection Section obtained fcr the
consumers new roofs and a one year warranty from the manufacturer
that the structure of the roof would remain free from defects:®
..C : « our-..r .. * "N "U§ . ma**

..... After resolution of the complaints one of the consumers
confided that had the problem not been resolved he would have had
to leave his honme. It should be pointed out that since February
of 1984, 56 mobile homes purchased between 1980 and 1984 were
repossessed. According to AHFC personnel many of these homes were
abandoned by their owners. With a 17% increase in the cost of a
new mobile home between 1983 and 1985 and a slight decrease in the
average monthly 1income of a new mobile home purchaser during the
same period, it has become increasingly difficult for mobile home
consumers to bear the burden of major defects such as these.

Many consumer complaints have involved the formation of
large amounts of condensation on interior surfaces of their
mobile homes. In many instances this leads to wet and ruined
walls and carpets; 1in one case a consumer reported mushrooms
growing on the floor. Homes 1inspected by this section have been
found to possess warped ceilings, floors and wails. In some cases
permanent fixtures such as bathtubs and toilet bowls have begun to
sink through the floors. "Often manufacturers respond to these
problems with allegations that the consumer 1is improperly
ventilating or utilising the mobile home.

In other recent complaints consumers stated that they
ordered mobile homes with particular features and amenities to be
included by the manufacturer. They found, however, that when the
mobile homes arrived many of these features were not included with
the homes. Although the purchase agreements clearly stated that
these items would be included, the dealer claimed that the
consumer had agreed to accept the home without them. One consumer
stated that the dealer kept telling him that he would "take care
of it"; the outcome 1is pending. Consumer Protection records show



that many consumers are promised features or amenities with their
mobile homes and then find those features missing upon delivery.

eThey also find that the homes are many times improperly installed
and in fact the homes themselves have been damaged 1in "transit or
were not properly constructed in the first place.

During the past two and one half years the Consumer
Protection Section has recovered over $132,000 for consumers who
experienced defects in their mobile homes or mobile home
transactions.
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PURPOSE OF THE REPORT

In accordance with a Legislative Budget and Audit Committee
special request and Title 24 of the Alaska Statutes, an exam-—
ination of the Department of Commerce and Economic Develop—
ment, Division of Measurement Standards (DMS), was conducted
to determine if:

1. The Division has complied with applicable State statutes
and regulations governing its fiscal and budgeting acti—
vities.

2. The allegations submitted to the Legislative Budget and
Audit Committee are true. (See Appendix A of this
report).

3. The performance of the Division is acceptable in terms

of economy, efficiency, and effectiveness.

DMS was organized in July, 1982, with the transfer of the
permit and weigh station functions of the Department of Pub—
lic Safety to the Department of Commerce and Economic Devel —
opment, Weights and Measures Section. We recognize the prob—
lems created by the transition from a section of 18 employees
who were located in three areas of the State to a division

of 58 employees stationed in eight different locations.
Therefore, in general, we focused our evaluation of program
performance on those program areas which were 1in existence
within the Weights and Measures Section prior to July, 1932.

The policy and audit approach utilized by the Division of
Legislative Audit for Performance Review can best be de—
scribed as "audit by exception".

This methodology focuses audit effort on areas of an au-
ditee"s operations that have been identified by a prelimi—
nary survey as having a high degree of probability for need—
ing improvements.

Therefore, by design finite audit resources are used to iden—
tify where and how improvements can be made and little time

is devoted to reviewing well run operations or programs.
Consequently, this report highlights those areas needing
improvement and does not emphasize those operations and pro—
grams that are properly functioning.

STATE OF ALASKA OIVISION OF LEGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

The Division of Measurement Standards (DMS) was established in
July 1982 with the transfer of the permit and weigh station
functions from the Department of Public Safety to the Department
of Commerce and Economic Development, Weights and Measures
Section. The Division has four distinct statutory requirements:

1. Public and consumer protection through maintenance of
uniform standards which ensure the accuracy of commercial
weighing and measuring devices within the State (AS 45.75).

2. Consumer protection for buyers of mobile homes through the
enforcement of mobile home warranties (AS 45.30).

3. Operation of weigh stations to identify and remove overweight
commercial vehicles from the State highway system
(AS 44.33.020(25)).

4. Issuing of special permits authorizing the operation of
overweight and oversize vehicles, and the collection of fees
for these special permits (AS 44.33.020(25)).

The "Weights and Measures Act", AS 45.75, requires a system of
weights and measures that conforms to the standards customarily 1in
use 1in the United States. The weights and measures obtained by

the State are to be verified by the National Bureau of Standards
(NBS) and are to be properly maintained to ensure their reliability
and traceability to NBS.

To accomplish this mandate, DMS is the custodian of the State"s
weights and measures and conducts the periodic verification with
NBS. The State®"s standards of weights and measures are used to
verify all office standards. The office standards then are used
to verify all field standards used by DMS. In addition, these
standards become the basis for verification of all instruments
and devices used for determining weight or measure in commercial
transactions within the State.

DMS fulfills its responsibilities through physical 1inspection of
devices, examination of packaging, and the investigation of
complaints. DMS may 1issue "stop-use" or "removal orders" of
measuring devices and commodities offered for sale, when it is
necessary to enforce the Weights and Measures Act.

Alaska Statute 45.30 mandates the responsibility to resolve
warranty defects of mobile homes. Manufacturers selling mobile
homes in the Stace are required to post a bond guaranteeing the
warranty of that mobile home for one year. If the warranty is
violated and a complaint is submitted through the Division, the
Mobile Home Inspector has the authority to resolve the warranty
defect through negotiations with the manufacturer, Jlocal dealer,
and home owner.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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If the problem cannot be resolved, the Division may revoke the
bond and use the proceeds to repair the warranty defect.

Under AS 44.33.020(25) the Division 1is responsible for the operation
of 12 weigh stations located on the State highway system. The
primary function of these weigh stations is to remove vehicles

fr-om the highway system that are in violation of the axle and

gross weight limitations adopted by the Department of Transportation
under AS 19 .10. 060.

In addition, DMS administrates the oversize and overweight permit
program within AS 44.33.020(25). Commercial vehicles that exceed the
maximum allowable size, weight, and load limitations are able to
legally travel over the highway system by obtaining special permits
which are issued for a fee. DMS also regulates pilot cars under

this statute.
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Department should take immediate action to improve the
employee morale or the Division of Measurement Standards (DMS).

As a result of interviews with 15 employees which is 28% of
the current staff and the review of written communications
(see Appendix A), it is obvious that a serious morale problem
exists within DMS. The cause of the low employee morale does
not appear to be centered around any single 1issue but is due
to a build up of problems within the Weights and Measures
Section over the past several years. Additional morale
problems occurred with the transfer of the permit and weigh
station functions to DMS.

During our review the Director of DMS and the Commissioner of
the Department of Commerce and Economic Development recognized
the severity of the morale problem and its potentially negative
effect on program performance. Procedures, including employee
interviews conducted by the Department®s personnel officer, have
been initiated to determine the causes of the low employee
morale and to provide for possible solutions.

We encourage the Commissioner to continue these efforts to
ensure improved employee morale and to avoid deterioration in
program operations.

Recommendation No. 2

DMS should avoid situations that give the appearance of a conflict
or interest.

We noted several situations dur g our review which at a minimum
give the appearance of a conflict of interest to employees (see
Appendix A, Question Nos. 1 and 2) and other persons outside the
Division. The situations noted are as follows:

1. Complaints may be filed with DMS by consumers against mobile
home dealers and/or manufacturers when a mobile home has
warranty defects. The DMS Mobile Horae Inspector acts as a
mediator between the consumer and the mobile home dealer
and/or manufacturer to resolve the complaint.

During the period from July 1, 1981 to January 31, 1983, the
Mobile Heme Inspector received and mediated at least four
complaints involving the mobile heme dealership owned by his
father. We understand the father has voluntarily dissolved
his business as part of an out-of-court settlement with the
State ¥ Consumer Protection Section. However, other relativ
own mobile home dealerships in the State.
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2. During our review of contract procedures, we found that
three contracts were awarded to a mobile home service
and repair company. The DMS Mobile Home Inspector is a
former employee of this business and his brother cur—
rently 1is employed there. The contracts were for re—
modeling of the current DMS offices, repair of a damaged
weigh station, and construction of stairs at another
weigh station. These contracts totalled.$3,689 and
required two informal competitive bid proposals, and
awarded the contracts.

In order to avoid the appearance of a conflict of in—
terest, DMS should provide written procedures which
would require an additional review of the bids by the
Section Chief in these situations prior to awarding the
contract. In addition, DMS should ensure that the per —
son delegated the responsibility of awarding contracts
is familiar with AS 37.05, Section 4, Uniform Purchasing
and the State®"s contract procedures in Chapter 8 of the
Purchasing Regulations.

3. A person convicted of price fixing in a retail gasoline
business was hired by the Director in March, 1981, as a
Ueights and Measures Inspector I. The inspector®s du-—
ties include inspection and testing of retail gasoline
pumps.

The Division of Personnel requires a written description
of a misdemeanor or felony conviction with the State

employment applications. The description is evaluated
to determine if the applicant is suitable for the re—
sponsibilities of a particular position. The evaluation

may include discussions with the probation officer, if
any, and the hiring authority.

In this case the hiring authority was the Director of
DMS who had full knowledge of the employee®s past, how-—
ever, no written description of the conviction was in
his personnel file.

The employee was asked to resign and his termination
was effective April 17, 1981. However, as an agency
entrusted with the responsibility of regulating indus—
try for the public®s protection, DMS should exercise a
greater degree of care in its hiring practices.

Recommendation Ho. 3
DMS should improve its budgeting and financial management.
Our review of the last three fiscal year budget requests and

DMS financial records resulted in the following recommenda—
tions (see also Appendix A, Question Nos. 4 through 7).
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A. DMS should ensure performance indicators in their
budget requests are accurate. -

The State budget request includes a form for each agency to
report its performance activities of a past fiscal year based
on predetermined measurements. In addition, the agency Iis

to project its planned performance activities for the budget
year. These performance indicators are one of the guidelines
used to determine whether or not the amount of funds re- :
guested by the agency is reasonable.

In a review of the Fiscal Year 1983 and 1984 budget requests,
we determined that some of the information reported by DMS
for actual performance activities in Fiscal Years 1981 and

1982 was not accurate. The exceptions noted were as Tfollows:
Performance Number per
Activity Budget Request L/A Findings

Fiscal Year 1981

Commodity items

audited 699,485 This number represents
the estimated population
of commodity items from
which a sample of items
was audited. In compar —
ison, the number report-—
ed for Fiscal Year 1982
was 12,577, which was
the number of items au—
dited that year rather
than the estimated pop—
ulation of commodities.

Fiscal Year 1982

Value of prepack—

aged goods found

in violation 648,900 This number represents
the estimated population
of commodity items (see
Fiscal Year 1981 above)
which does not relate to
dollar value. In con—
trast, DMS reported an
estimated $66,500,000
for this performance
activity for Fiscal Year
1981. However, the
methods used to derive
this dollar amount are
questionable.
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Performance Number per
Activity Budget Request L/A Findings

Devices tested 16,500 The activity reports
submitted to
management showed a
total of 11,276
devices. See Rec—
ommendation No. 7(C)
concerning the ac—
curacy and complete —
ness of activity
reports.

Mobile home inquir—

ies/complaints re—

ceived 100/150 The number of in-—
quiries is unknown
as no log or record
is kept by DMS. The
number of complaints
based on a review of
DMS records was ac—
tually 26 instead of
150. See Recommen—
dation No. 5 relat—
ing to the mobile
home program.

The budget instructions state that the agency should select
only measures of activities for which data is already being
collected or reasonably can be collected in the budget year.
In addition, they state that once a useful measure has been
identified it is useful to look at the same measure fronm
year-to-year. DMS presented 17 performance activity measures
in the last three fiscal year budgets of which only two have
been reported all three years.

DMS should ensure information that is used, in part, to de—
termine their level of funding is accurately and consistently
presented in the budget requests.

B. DMS should prepare their fiscal year budgets in accord—
ance with their anticipated spending plans"!

The DMS Fiscal Year 1982 budget requested $96,900 for rental
of State vehicles through DOTPF. Actual costs during 1982
totalled approximately $62,000, 367. less than budgeted. DMS
staff explained that this budget line item was intentionally
overbudgeted and the excess funds were used to cover expendi—
tures in other underbudgeted line items within the contrac—

tual services category for which funding was harder to
secure.

State budget requests should reflect anticipated spending to
provide the Legislature with an accurate estimate of program
needs.
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C. DMS should ensure State funds are expended onlv For
authorized purchases 1in accordance with the St”e
Administrative Manual-

DMS purchased seafood in August, 1981, and September, 1932,
totalling $100 and $548 respectively. The seafood was pre—
sented to the members of the Western Weights and Measures
Conferences. The State Administrative Manual, Section 6820,
prohibits expenditure of State funds for nonessential food-
stuffs.

D. DMS should ensure appropriations are expended in accord—
ance with law”

DMS received an appropriation totalling $33,200 through Chap—
ter 50, SLA 1980 to "purchase scale testing equipment and to
provide transportation to test scales for seafood processors
in the Aleutian Islands and Western Alaska". Through a re—
view of the related expenditures, we found $8,148 was expend—
ed for travel to areas other than the Aleutian Islands or
Western Alaska.

In addition, DMS received another appropriation totalling
$39,100 through Chapter 120, SLA 1980, to implement the Mo —
bile Home Warranty Program enacted by Chapter 104, SLA 1980.
We determined that $2,875 of these funds were expended on
travel unrelated to the Mobile Home Warranty Progranm.

Recommendation No. 4
DMS should int. ve its personnel management.

During our review we noted personnel matters which may have
contributed to the low employee morale (see Appendix A, Ques—
tion Nos. 16 and 17). Our findings and recommendations are

as follows:

A. DMS should update job descriptions and classifications
as required by the State Personnel Rules.

We determined through a review of job descriptions and em—
ployee interviews that material changes have occurred in the
duties and responsibilities of two classified positions since
the formation of the Division.

A Weights and Measures Inspector 1V position no longer has

the supervisory authority over the inspectors. The em—
ployee®s current responsibilities include only administrativ
and budgeting duties. The Mobile Home Inspector®s duties

now include supervision of the weigh stations in addition to
mediating mobile home warranty complaints.
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The State Personnel Rules, 2.04.2, require each appointing
authority to report to the Division of Personnel, material
changes in the duties and responsibilities of existing posi—
tions. Memorandums 1in the employees®™ personnel files indi—
cate that these changes in duties and responsibilities are
temporary, however, based on our review and discussions with
employees, the changes appear to be more permanent in nature.
WE recognize the difficulties encountered by management 1in
the transition of becoming a full division. “owever, the
job descriptions and duties should now be changed to reflect
the actual duties and responsibilities of these positions to
decrease the confusion and misunderstandings within the
Division.

B . DMS should utilize promotional eligibility lists to the
extent possible”

In July, 1982, DMS assumed the responsibility of the weigh
stations from the Department of Public Safety. Twenty-eight
commercial vehicle inspectors were transferred from the De—
partment of Public Safety to DMS, however, DMS did not re—
ceive a transfer of any supervisory personnel. In order to
provide sufficient supervision of the weigh stations , DMS
upgraded three of the commercial vehicle inspector positions
from a range 12 to a range 15. The incumbents in two of the
upgraded positions became supervisors while the other inspec—
tors were not afforded the opportunity to interview for the
positions.

The State Personnel Rules, 3.01.3, state where adequate com—
petition exists among permanent employees qualified for

promotion an examination may be announced on a promotional
basis.

DMS should utilize the promotional eligibility list in future
situations where sufficient competition warrants to ensure
the selection of the most qualified person for the position
and to afford equity in their hiring practices.

Recommendation No. 5

The Department should seek legislation to transfer the Mobile

Home Warrancv Progran to the Consumer Protection Section or
the Department or Law! ~ -

We reviewed the function of the Mobile Home Warranty Program
and the activity from July, 1981, through March, 1983. Based
on our review we noted the following:

1. The Mobile Home Inspector acts as a mediator between
the consumer and the dealer and/or manufacturer in order
to resolve complaints.

2. During Fiscal Year 1982, DMS received 26 mobile home
warranty complaints.
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3. As of March, 1983, DMS had received nine complaints 1in
Fiscal Year 19S3.

4. The Consumer Protection Section receives and investi—
gates mobile home complaints from consumers. According
to a memorandum dated March 17, 1933, frcm an assistant
attorney general, the Consumer Protection Section had
five complaints currently under investigation.

Since the Consumer Protection Section 1is the agency which

the public looks to for resolution of consumer problems and
the Mobile Home Warranty Program deals with consumer protec—
tion warranty laws, it appears that the program could be

more efficiently and effectively administered by the Consumer
Protection Section.

We understand the Department has signed a reimbursable ser—
vices agreement with the Department of Law to transfer the
Program. The Department of Law plans to draft and initiate
the necessary legislative change.

Recommendation Wo. &6

The Department should seek removal of DMS staff as delegates
to the National Conference of States on Building Cooes and
Standards.

The Director and the Mobile Home Inspector are delegates to
the National Conference of States on Building Codes and
Standards, Incorporated (NCSBCS). The assessment fee of the
NCSBCS is $2,000 which DMS remits annually. During the peri—
od from May, 1981, through January, 1983, the Director at—
tended five meetings related to NCSBCS which were held in
Seattle, WA; Denver, CO; Boston, MA; Atlanta, GA; and New
Orleans, LA. The Mobile Home Inspector also attended the
meetings at Seattle and New Orleans. According to corre—
spondence from NCSBCS, delegates must be active in and have
responsibilities for building regulations.

DMS duties and responsibilities relating to building codes
and standards were greatly diminished with the repeal of the
State mobile home standards in September, 1980, and the en—
actment of the Mobile Home Warranty Program. Furthermore,
current activity in the Mobile Home Warranty Program does
not warrant involvement cf DMS 1in NCSBCS.

Recommendation No. 7

DMS should improve its procedures to ensure compliance with
statutory requirements.

We noted two areas of statutory compliance in which DMS

should improve their procedures. Our recommendations are as
follows:
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A. DMS should provide sufficient docu.-nent.iclon that ofiicec
ana rieia scancarcs (oi::cuil test :.evi:es) are veri::.-d
m accorcanoe with law. - * *

We could noc find sufficient documentation to determine if
DMS is in compliance with AS 45.75.060 which requires verification
of office and field standards on an annual basis.

In addition, we determined that it is a DMS policy not to

verify field standards 1in remote locations on an annual basis due
to the high transportation costs and infrequent use of the
standards.

In order to provide sufficient documentation, DMS should develop

a complete inventory of all office and field standards with
identifying numbers (where possible); the location of the

standard; and the last date of verification. DMS should obtain

a current State property list and utilize their word processing
equipment to aid in the development of the inventory. In addition,
the test lab"s recording sheets should include sufficient
identifying information to determine exactly which standard was
tested.

B. DMS should develop procedures to ensure that weight and
measure devices are" inspected and tested semiannually Tn
accordance with law.

DMS does not have sufficient documentation to determine that
they are in compliance with AS 45.75.080 which requires all
weights and measures in commercial use to be inspected and

tested at least semiannually or more often as the Director
considers necessary. We were able to review inspection dates

for 110 businesses located in Southeastern Alaska. Of those

110 businesses, 43 received annual 1inspections, 23 received
semiannual inspections, and the remaining 44 did not have
sufficient information to determine the frequency of inspections.

Alaska Statute 45.75.050 states the Director may promulgate
regulations which exempt classes of devices from the semiannual
inspection and testing required by AS 45.75.080. These regu-—
lations should include schedules fixing the frequency required
for retests of the exempted class of devices.

DMS staff indicated that the high cost of transportation hinders
their ability to comply with the required semiannual 1inspections.
We recognize this problem. However, DMS should compile an inventory
of devices including location and the last date of testing. This
will provide management with data to determine the extent of
ccmpi-iance possible within budgetary constraints. We recommend
the use ot DMS word processing equipment, where practicable, to
facilitate the compilation and maintenance of the inventory list.
In addition, DMS should promulgate regulations to reflect any
exemptions of classes of devices from the requirements of

AS 45.75.080.
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C. DMS should develop a uniform method for compilation of
weights and measures verification activity data.

An inspector, in order to verify a weight or measure device,
performs an inspection which is an evaluation of the physical
characteristics of the device, and a test which 1is the actual
fest for accuracy through the use of standards, e.g. test
weights. We noted inconsistencies in the methods used by
inspectors to count the number of devices, and inspections
and tests of those devices.

(#160 the Chief of the Weights and Measures Section was asked

to explain the correct method of accounting for these activities,
the method described did not agree with the instructions he

gave the staff in a memorandum dated August 17, 1982. The Chief
stated that the memorandum was 1incorrect. We also noted that

the method described in the memorandum would inflate the actual
number of devices verified by the inspectors.

In addition to the inconsistencies in accounting for activities,
we noted that monthly activity information is not organized in
a manner to facilitate managerial use of data for planning and
budgeting purposes. The Fiscal Year 1982 activity data was
entered into the DMS word processing system. According to DMS
staff, this data was used to calculate the total number of
devices tested in Fiscal Year 1982 reported in the Fiscal Year
1984 budget request. However, we could not reconcile the
recorded amount of devices totalling 11,276 to the reported
number of 16,500 (see Recommendation No. 3A). The Fiscal Year
1983 activity data has not been entered into the word processing
system.

DMS should develop procedures to ensure activity data is accounted

for in a consistent manner and that data is complete and organized
in a manner which facilitates use by management.
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APPENDIX A

DISPOSITION OF ALLEGATIONS
on 'Di"is management

Presented below are the allegations concerning the management
of DMS along with our findings. We have not included ques—
tions for which there was no documentation to prove or dis-
prove the allegation.

CONFLICT OF INTEREST
Question No. 1

Has DMS hired a mobile home inspector who is related to pro—
prietors of mobile home dealerships in Anchorage?

Finding

Ue determined the Mobile Home Inspector is related to owners
of mobile home dealerships in Anchorage (see Recommendation
No. 2(1).

Question No. 2

Did the Director hire a person as a Weights and Measures
Inspector | who had been convicted for price fixing of gaso—
line prices in Anchorage?

Finding

A person convicted of a misdemeanor was hired by the Weights
and Measures Section in March, 1981 (see Recommendation

No. 2(3).

Question No. 3

Was the 1978 directive from DMS, to all fish processors and
buyers, disallowing the use of hydraulic type scales in the
best interests of the State?

Finding

In May, 1978, a legislative bill (House Bill No. 964) was

introduced which would have required fish processors to use
electronic hanging scales to determine the weight of Tfish

sold. However, a directive was issued by the Weights and
Measures Section (now DMS) before any action was taken on
the legislation. The directive stated it had been determined

that the hydraulic type scales would not hold the tolerances
set by Title 3, Chapter 32 of the Alaska Administrative Code.

According to the directive, hydraulic type scales were not
to be utilized after January, 1980.
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We discussed the issue with the Alaska manager of the Pacific
Seafood Processors Association. He stated there had been a
problem with the accuracy of hydraulic type scales. The
processing companies in the organization were not happy about
the idea of having to expend monies to replace their hydrau—

lic scales. However, he believes it was 1in the best inter—
ests of the industry. In addition, we sent questionnaires
to 78 seafood processors operating in Alaska.... Of the 29

questionnaires returned, 9 did not believe the replacement
of hydraulic type scales was necessary; 4 believed it was
necessary; and 16 had no opinion.

FINANCIAL MANAGEMENT

Question No. 4

Has DMS reported accurate information for performance indica—
tors in their budget requests?

Finding

In a review of the Fiscal Year 1983 and 1984 budget requests,
we determined that some of the information reported by DMS

for actual performance activities in Fiscal Years 1981 and
1982 was not accurate (see Recommendation No. 3A).

Question No. 5

Has DMS inflated the amount budgeted for State vehicle expense
Finding

DMS budgeted and received funds in excess of 36% of actual
State vehicle costs (see Recommendation No. 3B).

Question No. 6

Were State funds used to purchase seafood for members of the
Western Weights and Measures Conference?

Finding

DMS purchased seafood in August, 1981, and September, 1982,
totalling $100 and $548, respectively (see Recommendation

No. 3C).

Question No. 7

Did DMS expend a 1979 appropriation for field test weights

and a 1978 appropriation for commercial fishing scale inspec—

tions on the Alaska Peninsula and the Aleutian Chain in ac-—
cordance with legislative intent?
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Finding

We determined thac DMS received an appropriation totalling
$33,200 in Chapter 50, SLA 1980, to "purchase scale testing
equipment and to provide transportation to test scales for
seafood processors in the Aleutian Islands and Western
Alaska". Through a review of the related expenditures we
found that $8,148 was expended for travel to areas other
than the Aleutian Islands or Western Alaska (see Recomnenda-r
tion No. 3D).

Question No. 38

Did DMS expend $10,000 to purchase food for the 1980 Western
Weights and Measures Conference held in Juneau?

Finding

DMS budgeted and received $4,000 in Fiscal Year 1981 for the
State"s contribution to the costs of the 1980 Western Weights

and Measures Conference held in Juneau. In August, 1980,
DMS issued a warrant for the $4,000 to the Western Weights
and Measures Conference. Additional costs of the Conference,

according to DMS staff, were paid for by sources of funding
other than the State.

Question No. 9

Did DMS rent facilities in Seattle for fishing scale inspec—
tions 1in Fiscal Years 1982 and 1983?

Finding

DMS budgeted $900 for Fiscal Year 1982 and $1,000 for Fiscal
Year 1983 to rent facilities in Seattle to conduct fishing
scale inspections and conduct a seminar. However, DMS did
not rent any such facilities in either fiscal year. Accord-—
ing to DMS staff, they could not find rental space in Seattle
for either budgeted amounts, however, space was provided

free of charge to the State by a scale company and seafood
processor. DMS 1is not requesting funds in their Fiscal Year
1984 budget for rental facilities 1in Seattle.

Question No. 10

Have personal long-distance telephone calls been charged to
the State?

Finding
We reviewed a sample of telephone charges occurring between
July 1, 1982, and January 31, 1983. It was determined that

internal control over long-distance telephone calls was non—
existent prior to January, 1983.

STATE OF ALASKA -19- DIVISION OF LEGISLATIVE AUDIT



Effective August, 1979, the Department policy and procedures
manual requires a record be kept of all long-distance tele—
phone calls indicating date, number, person contacted, and
purpose of the call. The recorded telephone calls are to be
reconciled to the monthly billing. This procedure was im—
plemented by DMS 1in January, 1983.

Od"estion No. 11 _
Was DMS appropriated $40,000 to purchase electric meter test
equipment which actually cost $5,0007?

Finding

DMS received a capital appropriation totalling $49,500
through Chapter 25, SLA 1982, which was effective August 1,
1982. Through a review of the capital budget request sub—
mitted by DMS and discussions with the staff, we determined
that approximately $36,000 of the $49,500 was for the pur—
chase of new electric meter test equipment and the remaining
funds were to be used for the purchase of a mass comparator
with a 500 pound capacity.

As of December 31, 1982, DMS had expended $14,962 of the
appropriation. Instead of purchasing new electric meter
test equipment, DMS purchased used equipment costing $5,000.
DMS staff stated they knew about the used equipment when
they requested the $36,000 but were not sure it would still
be available when DMS received the appropriation. Therefore,
DMS budgeted and requested the $36,000 rather than the
$5,000. In addition, DMS has purchased field weight stand-—
ards costing $9,692 to be stored mainly in the Aleutian
Islands and Bristol Bay areas to facilitate the testing of
fishing scales in those areas. Also, DMS has encumbered
$9,535 for the purchase of a mass comparator with a capacity
of 5 to 60 pounds for the Juneau laboratory.

Question No. 12

What was the cost of the truck mounted liquid petroleunm
prover purchased by DMS and why were funds budgeted for its
purchase 1in both Fiscal Years 1982 and 19837

Finding

DMS requested $37,500 1in their Fiscal Year 1982 budget for
the purchase of a new prover. However, the Legislature did
not fund the full request of $41,000 for equipment purchases
but instead only funded $3,400 making it impossible for DMS
to purchase the prover in Fiscal Year 1982. Again 1in Fiscal
Year 1983, DMS requested funds to purchase a prover. The
amount requested decreased to $28,700 due to instructions
from the Department to pare down the request. As a resuit,
DMS could not purchase a new prover but instead purchased a
used prover for the $18,750.
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Question No. 13

Did DMS properly expend funds for the purchase of office equip—
ment and furniture in Fiscal Year 1983?

Finding

As of December 31, 1982, DMS had expended $13,944 on various,
types of office equipment and furniture, including desks, chairs,
bookcases, transcribers, tape recorders, etc. These expenditures
have been charged against the $28,700 operating appropriation
allocation for equipment, which was requested for the purchase

of the truck mounted prover discussed in Question No. 12 and an
additional $7,800 transferred from the Department of Public
Safety with the permit and weigh station functions.

We conclude that DMS has properly expended funds to purchase
office equipment and furniture.

Question No. 14

Has DMS equipped a weights and measures testing laboratory in
Juneau in addition to the one maintained in Anchorage?

Finding

DMS has either purchased or transferred from the Anchorage
metrology laboratory equipment totalling $19,220 for the Juneau
laboratory. This equipment will be used to verify the DMS field
standards and the standards (test weights) of the fishing and
construction industries used 1in Southeastern Alaska. We conclude
that the use of this equipment will result in a cost savings to
the State and the industries due to the elimination of costly
transportation expenses to transport the standards to Anchorage
for verification.

Question No. 15
Has DMS properly budgeted for program revenues?
Finding

DMS budgeted program revenue for Fiscal Years 1981 and 1982
totalling $10,100 and $11,300, respectively. The revenue was to
be collected from processors and contractors who requested scale
inspections which had not been scheduled by DMS. Actual revenue
collected for reimbursement of per diem, transportation, and/or
mileage totalled $10,223 in Fiscal Year 1981 and $2,805 in Fiscal
Year 1982 leaving an unrealized balance of $8,495. DMS budgeted
$12,300 in program revenue for Fiscal Year 1983 none of which

has been collected.
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DMS staff stated they had discontinued the policy to request
reimbursement for unscheduled scale inspections and would not

be collecting the program revenue budgeted for Fiscal Year 1983.
The Fiscal Year 1984 budget request reflects a decrease resulting
from the change 1in policy.

PERSONNEL MANAGEMENT
Question No. 16

Has a Weights and Measures Inspector IV and the Mobile Home
Inspector been performing duties and responsibilities different
from those described on their job descriptions and class
specifications ?

Fggding

We determined that material changes have occurred in the duties
and responsibilities of these two positions since the formation
of the Division (see Recommendation No. 4A).

Question No. 17

Did DMS select supervisors of the weigh stations in accordance
with the State Personnel Rules?

Finding

The selection of the weigh station supervisors was in compliance
with the State Personnel Rules. However, we recommend DMS utilize
the promotional eligibility list in future situations where
sufficient competition warrants to ensure the selection of the
most qualified person for the position and to afford equity in
hiring practices (see Recommendation No. 4B).

Question No. 18

Did DMS comply with the State hiring procedures in the selection
of the Chiefs of the Weights and Measures Section and the Permits
and Weigh Stations Section?

Finding

We reviewed the personnel records and determined that these
positions were TfTilled in accordance with the State Personnel Rules.
In addition, the Office of the Ombudsman reviewed the selection

of the Chief of the Permits and Weigh Stations Section. In a
letter dated January 23, 1983, the Ombudsman concluded that the
person hired was within the top five available eligibles, as
required by Personnel Rule 5.02.2. None of the other persons in
the top five were considered.
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The Ombudsman stated that even though the Personnel Rules do
not require consideration of all persons within the top five,
the Department would benefit by adopting a policy which re—
quires the appointing officers to consider those persons.
Such a practice would improve the quality of appointments by
bringing the best qualified applicant to the attention of
the appointing officer.

Question No. 19

Was a Weights and Measures inspector IV position held open
approximately one year while the Division attempted to quali—
fy a staff member for the position?

Finding

A Weights and Measures Inspector IV position was vacant from
May to December, 1980. On December 8§ , 1980, a Weights and
Measures Inspector trainee was promoted to the Weights and
Measures Inspector 1V position. The employee"s application
had been rewritten to include work experience not previously
included on his application submitted for the trainee posi—
tion.

Question No. 20

Has DMS complied with the State Personnel Rules and the State
Administrative Manual concerning employee moving expenses?

Finding

In November, 1981, a Weights and Measures Inspector 1 was
promoted and transferred from Anchorage to Kenai to operate
the field office. He accepted the promotion with the under—
standing that his moving costs could not be reimbursed by

the State due to the agency®"s Tfiscal constraints. Then 1in
July, 1982, DMS promoted a Weights and Measures Inspector

Il to Chief of Weights and Measures Section. DMS trans—
ferred him and his family from Juneau to Anchorage reim—
bursing all moving expenses.

According to the Deputy Director of the Division of Person—
nel, an agency may offer a promotional transfer without reim—
bursement of moving expenses if the agency has fiscal con—
straints and/or the position could be filled by advertising

in the area where the position 1is vacant.

We conclude that DMS has complied with State Personnel Rules
and procedures concerning reimbursement of employee moving
expenses.

Question No. 21

Is overtime pay properly approved, supported, and recorded

in the State accounting records?
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Finding

We reviewed expenditures for overtine pay for Fiscal Years
1981, 1982, and 1983 (through January 31, 1983). Based on
the results of our test, we determined that overtine pay is
properly approved, supported, and recorded in the accounting
records.

PROGRAM MANAGEMENT
Question No. 22

Is the Division®s participation in the Western Weights and
Measures Conference (WWMC) and the National Conference of
States on Building Codes and Standards, Incorpy ated (NCSBCS)
justifiable in terns of economy, efficiency, ana effective—
ness?

Finding

The participation by the Director and staff in the WWMC is
directly related to their duties and responsibilities under
AS A5.75, Weights and Measures Act. However, the duties and
responsibilities of DMS relating to building codes and stand-—
ards were greatly diminished in 1980 with the enactment of
the Mobile Home Warranty Program. Furthermore, implementa—
tion of Recommendation No. 5 which recommends the transfer
or the Program to the Consumer Protection Section, would
remove all responsibilities relating to the ouilding codes
and standards. Therefore, we recommend the Deoartment seek
removal of DMS staff as delegates to the NCSBCS (see Recom—
mendation No. 6).

Question No. 23

Have actions taken by the Mobile Home Inspector, relating to
an investigation in 1982, resulted in a class action suit
being filed against the State, the Director of DMS, and the
Mobile Home Inspector?

Finding

Through inquiries of the Alaska Court System and the Office
of the Attorney General, we determined that no suit has been
filed naming the State, the Director of DMS, or the Mobile
Home Inspector as defendants.

Question No. 2A

Is DMS discontinuing safety inspections of commercial vehi —
cles in March, 1983?

Finding

On July 15, 1982, the permit and weigh station functions of
the Bureau of Vehicle Maintenance, Department of Public Safe—
ty, were transferred to DMS.
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The Legislature did not include the transfer of authority for
safety enforcement. In order to fulfill the requirements of

a federal contract for a safety demonstration project, DMS re—
ceived a delegation of authority for safety enforcement fronm
the Alaska Transportation Commission which was effective

July 1, 1982. This allowed DMS to continue the safety inspec—
tions through the completion date of the federal contract,
March 11, 1983.

This issue was reviewed by the Office of the Ombudsman and a
letter report was issued January 28, 1983. The Ombudsman con—
cluded that the statement which alleges the Department of
Commerce 1is not fulfilling its statutory responsibility for

enforcing commercial safety standards 1is "unsupported". Fur —
ther, the Department does not have statutory responsibility
for commercial safety enforcement. VJe concur with this con—

clusion of the Office of the Ombudsman.
Presently, the Director of DMS is working with the Commissioner

of the Department of Commerce and Economic Development to pro-—
vide alternative plans for a commercial vehicle safety program.
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BILL SHEFFIELD, GOVERNOR

RCE A
E

NT JUNEAU. ALASKA 99811
PHONE .465-2500

OFFICE OF THE COMMISSIONER

June 10, 1983

Gerald L. Uilkerson, Legislative Auditor
Legislative Affairs Agency

Pouch W

Juneau, Alaska 99811

Dear Mr. Uilkerson:
Recommendation Number 1

The Department should take immediate action to iImprove the employee
morale of tne Division ot measurement Stanaaros (CMS).

RESPONSE:

The Division of Measurement Standards acknowledges that some morale
proDlems existed during the period of the audit and since the
formation of the Division. Positive steps have been taken by both
the Department and the Division to respond to the problems, to expand
the Ilines of communications, and to ensure addressing individual
concerns. The resoonse to these increased efforts have been very
positive and progress will be closely monitored to ensure achieving
desired results.

The Division does not agree that the cause was a build up of problems
that existed within the Weights and Measures Section over the past
several years, with the exception of isolated personnel problems, the
specific items identified by the Division®s employees are of recent
origin and the approach has been to provide solutions to these.

It may also be noted that only two employee grievances were filed in
Weights and Measures in the five years preceding the transition to

Division status.

Recommendation Number 2

DMS should avoid situations that give the appearance of a conflict of
interest. - :

1. During the period from July 1, 1981 to January 21, 1983. the
mopiie r.ome Inspector receiveo aria meaiated at least Tour
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complaints involving the mobile home dealership owned by his

father. We understand the father has voluntarily dissolved his
business as part of an out-of-court settlement with the State"s
Consumer Protection Section. However, other relatives own

- mobile home dealerships in the State.
RESPONSE;

1. The mobile home warranty program has been transferred to the
Department of Law, office of Consumer Protection.

2. During our review of contract procedures, we TfTound that three
contracts were awaraed to a mobile home service and repair
company. The DMS Mobile Home inspector is a former employee of

this ous"-ness ano his brother currently is employea there.
RESPONSE;

2. During the period when the contracts were awarded, neither the
Mobile Home Inspector nor his brother were employed by the
company providing the service.

Recommendation Number 3
DMS should improve its budgeting and financial management.

Al DMS should ensure performance indicators in their budget
reouests are accurate.

In a review of the fiscal year 1983 and 1984 budget requests, we
determined that some of the information reported py DMS for actual
performance activities iIn Ffiscal years 1981 and 1982 was not
accurate. The exceptions noted were as follows:

Commodity items audited
Value of prepackaged goods found in violation
Devices testea

The budget instructions state that the aaency should select only
measures of activities for which data 1is aireaay beir.q collected or
reasonably can be collected in the buaoet vyear. In addition, they
state that once a useful measure has been identified it is useful to
look at the same measure from year-to-year.

RESPONSE:

Al Some of the confusion associated with the figures are based on
lack of understanding of the methods used to document activity
and the value of certain information. The following is offered

to clarify the information:



Gerald L. Wilkerson -3- June 10, 1983

In conducting audits of commodities offered for sale, a
representative sample of the total population is selected.
The selected 1items are tested to ensure conformance to
specified standards. The size of the sample is determined
by the size of the estimated total population and the
requirement to test sufficient items to achieve statistical
accuracy for the inferences made.

Three units of measurement are generally used for
documenting activity impact:

Inspections - The number of individual commodity items
actually tested for compliance with
standards.

Audits < The number of items in the total
population.
Value - The cost of the individual items.

The 1inspection 1is a measure of the weights and measures

officials productive activity. The audit defines the
peculation available for consumption and the value denotes
the dollar impact of the commodities. By considering all

of these factors, we may analyze a range of management
factors from the employee®s productivity to their impact on
the marketplace.

The misunderstanding stems from typographical errors 1in the
FY 34 budget request. Correct performance 1indicator titles

should be:

1. Commodity items tested
1. Commodity items audited

Devices tested:

Actual count of devices tested was 16,519. See response to
recommendation 7(c)-

As defined in the budget instructions, the purpose of a
performance indicator is to "identify the extent of major BRU
activities and functions.™ As program requirements and emphasis

have changed and we have increased the availability of quantifi-
able management information, we have attempted to select
indicators that would represent measures of both activity and
economic impact. The intent was to provide a more comprehensive
indication of the Division®s involvement in the regulatory
process. It has been the Division®s goal to develop quantifi-
able measurement indicators that permit analysis of all
activities.

DMS should prepare their fiscal year budgets in accordance with
the instructions provioed by the Office of the Governor.

-29-



Gerald L. Uilkerson -4- June 10, 1583

The State budget instructions recuire agencies to reoort transfers
between line items with an expenditure category on a specific form
mroviGeti. This allows the agency to oeveioo a buccet wrncn reriects
actual anticipated spending.

RESPONSE:

B. The Division of Measurement Standards will prepare all Tfuture
budget requests iIn accordance with the instructions provided by
the Office of the Governor.

D. DMS should ensure appropriations are expended in accordance with
law.

DMS received an appropriation totaling S33,200 throuah Chapter 50,
SLA 1980 to “purchase scale testing equipment ana to provide
transportation to test scales for seafood processors in the Aleutian
Islands and Western Alaska.I Throuah a review of the related
expenditures, we found $8,148 was expended for travel to areas other
than the Aleutian Islands or Western Alaska.

In addition, DMS received another appropriation totaling $39,100
through Chapter 120, SLA 1SSO, to implement the mooile nome warranty
program enacted by Chapter 104, SLA 1980. We determined that S2,875
of these funds were expended on travel unrelated to the mobile nome
warranty program.

RESPONSE:

D. The audit team did not 1identify the specific trips that they
considered inappropriate, therefore, a general explanation is
offered iIn an attempt to clear up some possible misunder-
standings.

Fish buying scales are a highly mobile device that are moved
from the Tfactory to the scale repair facility, to various
locations throughout the state, depending on specific require-
ments and appropriate seasons. Every effort 1is made by the
Division to test the maximum number of devices at the most
economical cost. An example of device mobility is a particular
scale may be wused 1in Seward during the herring season and
shipped to the Aleutian Chain for the salmon season. IT we can
test the device in Seward before it is shipped to the Aleutian
Chain, the cost for the inspector®s travel will be significantly
lower. Another example of a very successful method is the
Seattle iInspection program. The fishing industry in the
Aleutian Chain and Western Alaska normally ship all their scales
to Seattle for rebuilding every two years. The Division sends
an inspector to Seattle whenever the number of available devices
warrant the expenditure, to test and certify fish buying scales
at company headquarters and scale repair Tfacilities. By
utilizing this procedure, the devices are tested prior to being
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shipped to Alaska and being placed into service. This program
has permitted the Division to not only increase the number of
devices tested prior to their being used in commercial trans-
actions throughout the state and has reduced the cost to the
industries involved, but has allowed us to increase the number
of devices tested and certified that are used in the remote,
areas of the Aleutian Chain and Western Alaska.

Some of the trips to Seattle were charged to this supplemental
account because it was more economical to test the devices there
rather than wait until they had been shipped to the Aleutian
Chain. We felt that the intent of the appropriation was to
ensure that accurate devices were being used and our effort was
directed toward testing the devices where ever they could be
located. Some administrative trips were charged to both
appropriations to coordinate program reauirements.

Recommendation Number 4
DMS should improve its personnel management.

During our review we noted personnel matters which may have
contributea to the low employee morale.

A DMS should wupdate job descriptions and classifiescions as
requirea by tne State personnel rules.

RESPONSE:
Al All the Division employees P-402"s were updated prior to the
period the audit was conducted. As noted, two personnel were

assigned to special projects during the transition period when
the Division was in the process of establishing the structure
necessary to respond to its basic management requirements. It
must be kept in mind that when the permits and weigh station
program was transferred from the Department of Public Safety to
the Department of Commerce and Economic Development, the manage-
ment and administrative support staff was not included. With
the establishment of the Division of Measurement Standards to
consolidate the weights and measures and permits and weigh
station functions, both the management and the support staff had
to be recruited and trained while continuing the daily
activities required by statute. This necessitated the utiliza-
tion of existing personnel to perform diverse duties to ensure
program continuity. This transition period is largely complete
and the organizational structure has been redefined to be
responsive to program needs. P-4C2°"s will be updated to reflect
actual duties being performed when the Division structure has
been clearly defined and these recently hired into supervisory
positions are fully trained.
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It should be noted that the opening statement referred to two
instances in the five year period considered. It was also noted
that these are not violations of the personnel rules. We find
the negative implication of the statement to be unjustified.

Recommendation Number 7

DfiS should improve its procedures to ensure compliance with statutory
requirements.

We noted two areas of statutory compliance inwhich DMS should
improve their procedures.

A. DHS should provide sufficient documentation that office and
field standards (official test oevices) are verified in
accordance with law.

RESPONSE:

AL The Division does have the documentation necessary to identify
its inventory of office and field standards and to determine
date of verification. To ensure more convenient access to the

information, the word processing equipment will be used.

B. DFIS should develop procedures to ensure that weight and measure
devices are inspectea ana tested semiannually in accordance with
law.

DMS staff indicated that the high cost of transportation hinders
their ability to comply with the required semiannual 1inspections. We
recognize this problem. However, DMS should compile an inventory of
device~s~~inc)uding location ana the Ilast date of testing. This will
provide management with data to determine the extent of compliance
possible within budgetary constraints. We ~commend the use of DMS
word processing equipment, where practicable, to facilitate the
compilation ana maintenance of the inventory list.

RESPONSE:

B. This 1is already being accomplished using manual records. The
word processing equipment will be utilized to the maximum extent
possible with current administrative staff.

C. DFiS should develop a uniform method for compilation of weichts
ana measures verification activity data.

An inspector, in o”der to verify a weiaht or measure device performs
an inspection wmcn 1is an evaluation ot tne physical characteristics
of the device, and a test which is the actual test Tor accuracy
throuan the use of stanaards, e.a. test weicnts. We noted
inconsistencies in the methoas used by inspectors to count the number
or devices, ana inspections and tests of those devices.
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In addition to the inconsistencies in accounting for activities, we
noted that monthly activity information 1is not organized in a manner
to facilitate managerial use of data for planning and budgeting
purposes. The fiscal year 1982 activity data was entered into the
DHS word processing system. According to DMS staff, this data was
used to calculate the total number of devices tested in fiscal year
1982 reported in the Tfiscal .year 1984 budget request. However, we?"
could not reconcile the recoraed~amount of devices totaling 11,276 to
the reportea number ot 16,500.

DMS should develop procedures to ensure activity data is accounted
for in a consistent manner and that data is complete and organized in
a manner which facilitates use by management.

RESPONSE:
C. A management information system is in place. The annual reports
are used for management planning. These reports are developed

by counting the individual field test reports.

The monthly reports are utilized by the individual supervisors

to compare actual to scheduled activities. A format is being
developed that will permit entering the data from each field
test report into the word processing system. Device and

activity data will be maintained or, this system, limited only by
availability of administrative staff time.

There 1is not a point of confusion iIn where to count various

types of field activity. As indicated by our verification of
field test reports, the inspection activity and the testing
activity are accounted for separately. An actual count of the

reports provided the following activity for FY 82:

Device inspections - 14,200
Device tests - 16,519

As indicated previously, management decisions and budget
requests are prepared based on activity data documented on field
test reports. Additionally, every reasonable effort is made to
verify data prior to drawing conclusions. We afforded the audit
team this same opportunity by offering the field test report* to
them to verify the data contained in the budget request. This
offer was repeated during the audit team"s exit briefing and the
records are available if verification of accuracy is a concern.
We do not feel that drawing conclusions from unverified data 1is
justified. To reemphasize the activity indicator as reported in
the FY 34 budget request of 16,500 devices tested, was
reverified by the Division by individually counting the field
test reports on May 17, 18, and 19, 1983.
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APPENDIX A
DISPOSITION OF ALLEGATIONS ON DMS MANAGEMENT

-.Question Number 1

Has DMS hired a Mobile Home Inspector who 1is related to proprietors
of mobile home dealerships in Ancnorage:

Finding:

We determined the Mobile Home Inspector is related to owners of
mobile home oealerships in Anchorage.

RESPONSE:
Relationship is acknowledged (see response to recommendation
number 2).

Question Number 3

Was the 1978 directive from QMS, to all fish processors and buyers,
disa"t lowing tne use of liya aulic type scales in the best interests of
the State?

Finding:

In Mav, 1978, a legislative bill (House Sill 96&) was introduced
wnicn would nave req uirec rish processors to use electronic nar.gina

scales to aetermine the weignt of fisn soio. However, a oirective
was 1issueo py the Weights and Measures Section (how ul-iS) before any
aciion was taken on the legislation. The directive stated it had

been determined that the hydraulic type scales would not hold the
tolerances set by Title 3, Chapter 32 of the Alaska Administrative
Code. According to the airective, hydraulic type scales were not to
be utilized after January, 1980.

We discussed the issue with the Alaska manager of the Pacific Seafood
Processors Association. He stated there nad been a proplem with the
accuracy of hydraulic type scales. The processing companies in the
organization were not happy about the ioea of having to exoeno monies
to replace their hydraulic scales. However, he believes it was in
the best interests of the industry. In addition, we sent Question-
naires to 78 seafooa processorsToperating in Alaska. Of the 29
questionnaires returned, 9 did not believe the replacement of
hydraulic type scales was necessary; 4 beiieveo it was necessary; and
16 hao no opinion.

RESPONSE:

The 1issue that was not addressed by the audit team was whether the
device was legal. This device 1is not legal for use for purchasing
fish.



Gerald L. Uilkerson -9- uune 10, 1983

Question Number 4

Has DMS reported accurate information for performance indicators in
their buoaet requests?

Finding:

In a review of the fiscal year 1983 and 1984 budoet requests, we
determined that some of the information reported bv QMS for actual
performance activities in fiscal years 1981 and 1982 was not
accurate.

RESPONSE:

He do not agree that the information was not accurate (See response
to recommendation number 3).

Question Number 10

Have personal long distance telephone calls been charged to the
State?

Findingg

He reviewed a sample of telephone charnes occurring between July 1,
1982 ana January 31, 1983. it was detsrminea that" internal control
over 1iono distance telephone calls was nonexistent prior to January,
1983.

RESPONSE:

Long distance telephone logs are now being maintained.

Question Number 18

Did DMS comply with the State hiring procedures in the selection of
the Chief of the Heights and Measures Section ana the Permits and
Weian Stations Section?

Findina:

He reviewed the personnel records and determined that these positions
were Ffilled in accoroance witn the State personnel rules. in
aacition, tne Office or the Ombudsman reviewea tne selection of the
liner gt tne remits ana Ueilan stations section, in a letter gated
January 2b, 1983. the umpuasman conciucea tnat tne person nirea was
witnin tne top rive avaiiaole eiiaibies, as required by personnei
rule 5.U2.2. done or the otner persons in tne top rive were
consiGereoT

The Ombudsman stated that even thourh the personnel rules do not
require consiceration or aii persons within the too five, th?
Department woula benefit bv accoting a ooiicy wnich requires tne
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appointing officers to consider those persons. Such a practice would
improve the quality of appointments py bringing the oest qualified
applicant to the attention of the appointing officer.

- RESPONSE:

The finding that none of the other people in the top five were
considered 1is incorrect. All available eligibles were iInterviewed
and considered for both positions.

CONCLUSION:

Due to the public nature of the final audit report and the
possibility that the statement would be construed to lena some

validity to unspecified allegations, the Department feels that the

opening statement to Appendix A should be Ilimited to: "Presented

~elow are the allegations concerning the management of DMS along with
jr findings."

Sincerely

Richard A. Lyon
Commissioner

RAL:JS:cw

-36-
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PURPOSE OF THE REPORT

In accordance with the provisions of Title 24 of the Alaska
Statutes and a special request of the Legislative Budget and
Audit Committee, a follow-up review of the Department of
Commerce and Economic Development®s Division of Measurement
Standards was conducted to determine the extent of implemen—
tation of recommendations presented in our report titled A
Special Report on the Department of Commerce and Economic
Development, Division of Measurement Standards, April 6, 1983.
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ORGANIZATION AND FUNCTION

The Division of Measurement Standards (DMS) was established
in July 1982 with the transfer of the permit and weigh
station functions from the Department of Public Safety to
the Department of Commerce and Economic Development, Weights
and Measures Section. The Division has four distinct
statutory requirements:

1. Public and consumer protection through maintenance of
uniform standards which ensure the accuracy of commer—
cial weighing and measuring devices within the State
(AS 45.75).

2. Consumer protection for buyers of mobile homes through
the enforcement of mobile home warranties (AS 45.30).

3. Operation of weigh stations to identify and remove
overweight commercial vehicles from the State highway
system (AS 44.33.020(25).

4. Issuance of special permits authorising the operation
of overweight and oversize vehicles, and the collection
of fees for these special permits (AS 44.33.020(25).

The "Weights and Measures Act", AS 45.75, requires a systenm
of weights and measures that conforms to the standards
customarily in use in the United States. The weights and
measures obtained by the State are to be verified by the
National Bureau of Standards (NBS) and are to be properly
maintained to ensure their reliability and traceabilitv to
NBS.

To accomplish this mandate, DMS 1is the custodian of the
State"s weights and measures and conducts the periodic
verification with NBS. The State®"s standards of weights and
measures are used to verify all office standards. The
office standards then are used to verify all field standards
used by DMS. In addition, these standards become the basis
for verification of all instruments and devices used for
determining weight or measure in commercial transactions
within the State.

DMS fulfills its responsibilities through physical inspection
of devices, examination of packaging and the investigation

of complaints. DMS may 1issue "stop-use" or "removal orders"
of measuring devices and commodities offered for sale, when
it is necessary to enforce the Weights and Measures Act.

Alaska Statute 45.3C mandates the responsibility for resolv—
ing warranty detects of mobile homes to the Department of
Commerce and Economic Development. The Department assigned
the responsibility for carrying out the provisions of the
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statute to the Division of Weights and Measures upon its
creation in July of 1982.

The 1983 audit of the Division recommended that the Mobile
Home Warranty Program would be better served under the
Consumer Protection Section of the Department of Law. The
recommendation was made on the basis that the Consumer
Protection Section is the agency to which the public looks
for resolution of consumer problems and would therefore be
best suited to administer the program. The Department of
Commerce and Economic Development has entered into a Reim—
bursable Service Agreement with the Department of Law to
transfer the program. Legislation to make the transfer
permanent was introduced into the 1984 session of the
Legislature.

The Division, under the provisions of AS 44.33.020(25) has
the responsibility for the operation of the weigh stations
located on the State highway system. The primary function
of the weigh station program is the enforcement of the size,
weight and load limitations adopted by the Department of
Transportation and Public Facilities under AS 19.10.060.

Additionally, DMS administers the oversize and overweight
permit program as provided under AS 44.33.020(25). Permits
are issued, for a fee, which allows commercial vehicles that
exceed the maximum allowable size, weight or load limitations
the right to legally travel over the State highway system.
DMS also regulates pilot cars under this statute.
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ORGANIZATION AND FUNCTION

The Division of Measurement Standards (DMS) was established
in July 1982 with the transfer of the permit and weigh
station functions from the Department of Public Safety to
the Department of Commerce and Economic Development, Weights
and Measures Section. The Division has four distinct
statutory requirements:

1. Public and consumer protection through maintenance of
uniform standards which ensure the accuracy of commer—
cial weighing and measuring devices within the State
(AS 45.75).

2. Consumer protection for buyers of mobile hones through
the enforcement of mobile home warranties (AS 45.30).

3. Operation of weigh stations to identify and remove
overweight commercial vehicles from the State highway
system (AS 44.33.020(25).

4. Issuance of special permits authorising the operation
of overweight and oversize vehicles, and the collection
of fees for these special permits (AS 44.33.020(25).

The "Weights and Measures Act", AS 45.75, requires a systenm
of weights and measures that conforms to the standards
customarily 1in use in the United States. The weights and
measures obtained by the State are to be verified by the
National Bureau of Standards (NBS) and are to be properly
maintained to ensure their reliability and traceability to
NBS.

To accomplish this mandate, DMS is the custodian of the
State"s weights and measures and conducts the periodic
verification with NBS. The State®"s standards of weights and
measures are used to verify all office standards. The
office standards then are used to verify all field standards
used by DMS. In addition, these standards become the basis
for verification of all instruments and devices used for
determining weight or measure in commercial transactions
within the State.

DMS fulfills 1its responsibilities through physical 1inspection
of devices, examination of packaging and the investigation

of complaints. DMS may 1issue "stop-use" or "removal orders"
of measuring devices and commodities offered for sale, when
it is necessary to enforce the Weights and Measures Act.

Alaska Statute 45.30 mandates the responsibility for resolv—
ing warranty defects of mobile homes to the Department of
Commerce and Economic Development. The Department assigned
the responsibility for carrying out the provisions of the
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PRIOR AUDIT RECOMMENDATIONS

In a previous audit report dated April 6, 1983, we presented
the Commissioner of Commerce and Economic Development with
seven recommendations relating to the operation of the
Division of Measurement Standards. Three of those recommen—
dations had a total of nine sub-recommendations. The follow—
ing is the current status of each:

Prior Audit Recommendation No. 1

The Department should take immediate action to improve the
emplovee morale cf the Division of Measurement Standards
(DMS) .

As a result of interviews with fifteen employees and a
review of written communications during our prior audit, it
was obvious that >a\se\rious morale problem existed within
DMS. The cause orvuhellow morale did not appear to be
centered around anyS. fri.ng,le issue but was due to a build up
of problems within tM*e\w\ights and Measures Section over the
past several years.

Legislative Audit"s Cur osit Zon

Prior to the final release\oX previous report, the
Department initiated procedhras™to determine the causes of
the low morale and to providW&pK possible solutions. These

efforts have continued and iné6»

1. Employee interviews conduc the Department®s
personnel officer.

2. The Director meeting collectiv individually with
employees of the Division.

3. The development of a new employee>">aluation manual and
procedures that define management®s expectations of
employees and provides for ongoing communication
between the staff and management.

4. The Director®"s standing offer to meet wit. any employee
to discuss problems and, if possible, provide reasonable
solutions.

During our present review, we Tfound that there continues to
be a certain amount of employee dissatisfaction, however, in
our opinion, the Department and Division management are
making a reasonable and good-faith effort at resolving
remaining problems.
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Prior Audit Recommendation No. 2

DMS should avoid situations that .give the appearance of a
conflict ot interest.

During our prior audit, we noted three situations which, at
a minimum, gave the appearance of a conflict of interest to
employees and other persons outside the Division.

Two of the situations involved the DMS Mobile Hone Inspector
and the third related to thf 1981 hiring of a person con-—
victed of price fixing in a retail gasoline business as a
weights and measures inspector. This employee was asked to
resign and his termination was effective April 17, 1981.

Legislative Audit"s Current Position

The Division no longer administers the/Mobile Home Warranty
Program. On June 15, 1983, the Divis™q/ entered into a
Reimbursable Service Agreement (RSAyWtdi the Department of
Law wherein the Department of Law weuld< through"its
Consumer Protection Division, admi/ni/stEr the progranm.

The issue of hiring a person convi/cted of price fixing, 1in
the retail gasoline business a/ Wej*ghts and Measures Inspec—
tor | was addressed and resolved"” drior to the initiation of
the original audit. During”he ~durrent audit nothing came

to our attention which woultf I"qgad us to believe that DMS s
not exercising care in the”"selection of employees.

- AV A . B}
In our opinion, these S|{uat|0ns were 1isolated instances and
the Division IS co < < 7f the need to avoid conflict of
interest situation

Prior Audit Recomrn No. 3A

DMS should ensureormance indicators in their budget
requests are accurate.

The State budget documents for Fiscal Years 1983 and 1984
included forms for each agency to report its performance
activities of the prior year based on predetermined measure —
ments.

In our review of the Fiscal Year 1983 and 1984 budget
documents, we found that some of the information reported by
DMS for actual performance activities in Fiscal Years 1981
and 1982 was not accurate.

Legislative Audit"s Current Position

Beginning x</ith Fiscal Year 1985, the budget request format
has been revised. The section devoted to agency performance
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in meeting its objectives no longer identifies prior years”
actual performance. Information is limited to those meas —
urements planned for the prior year and those estimated for
the budget year at various levels of funding.

DMS has continued to maintain actual performance statistics

as a measure against planned performance objectives. Prior

to Fiscal Year 1984, the Division®s methods of compiling and
reporting performance data were cumbersome.

During Fiscal Year 1984, DMS began developing methods,
including data processing, for improving the system of data
collection, retention, analysis and reporting. A review of
Fiscal Year 1934 performance activity summaries and support—
ing documentation showed no significant errors.

Prior Audit Recommendation No. 3B

DMS should prepare ~theHar fiscal year budgets in accordance
with their anticipated spending plans.

The DMS Fiscal Year 1952ybudget requested $96,900 for rental
of State vehicles throughthe Department of Transportation
and Public Facilities (D'CAMTPF'X. Actual costs during 1982
totalled approximately $62,,0.00v 36Z less than budgeted. DMS
staff explained that this huBg&f line item was intention”J-
overbuageted and the excessVupds were used to cover expen—
ditures 1in other underbudgete-q \fr*e items within the co”
tractual services category for"wjji~h funding was harder to
secure.

Legislative Audit"s Current Positio

For Fiscal Year 1984, DMS budgeted o for State vehicle
rental costs which represents a $19,0 reduction from the
inflated Fiscal Year 1982 budget amoun

For Fiscal Year 1985, the DMS budget refJedHrs a change from
the "wet lease"™ approach, 1in which both a fixed rental cost
and a repair and maintenance rate are paid to DOTPF, to a
"dry lease™ approach whereby a fixed rental cost is paid to
DOTPF and DMS assumes responsibility for repair and mainte—
nance . According to DMS, this change will result in a
significant reduction in vehicle costs.

Prior Audit Recommendation No. 3C
DMS should ensure State funds are expended only for authoriz-

ec purchases in accordance with the State Administrative
Manual.

DMS purchased seafood in August, 1981, and September, 1982,

totalling $100 and $548 respectively. The seafood was
presented to the members of the Western Weights and Measures
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Conferences. The State Administrative Manual, section 6820,
prohibits expenditure of State funds for nonessential
food-stuffs.

Legislative Audit"s Current Position

A review of the Division®s Fiscal Year 1984 expenditures
showed no unauthorized purchases of seafood. The seafood
presented at the most recent Western Weights and Measures
Conference was purchased at the Director®"s personal expense.

Prior Audit Recommendation No. 3D

DMS should ensure appropriations are exoended in accordance
with law. “

DMS received an appropriation totalling $33,200 thi~c
Chapter 50, SLA 1980 to "purchase sce”le testing equipr

and to provide transportation to te Scales for seal

processors in the Aleutian Islands /Western Alaska",
Through a review of the related e Itures, we found
$8,148 was expended for travel t as other than the

Aleutian Islands or Western Al

In addition, DMS received ano™?y”appropriation totalling
$39,100 through Chapter 120/sL</ 1980, to implement the

obile Home Warranty Program/enacted by Chapter 104, SLA

980. We determined thatV$pf#75 of these funds were expend—
ed on travel unrelated t/"the> Mobile Home Warranty Program.

Legislative Audit®s Cu-trdnC Position

A review of Fisca [984 expenditures and correspondence
showed the Divisrotf /cognizant of the legal limitations of
expending appropr/a;iTiems. During the year, DMS has request-
ed approval andAdr/ lvice on certain expenditures from the
Pepatr umeiiu" s Dywvisyidu of Administrative Services, the Office
of Management arvu/Budget, and the Division of Legislative
Audit.

Prior Audit Recommendation No. 4A

DMS should update job descriptions and classifications as
required by the State Personnel Rules.

We determined through a review of job descriptions and
employee interviews that material changes had occurred in
the duties and responsibilities of two classified positions
since the formation of the Division.

A Weights and Measures Inspector 1V position no longer had

the supervisory authority over the inspectors. The employ—
ee"s responsibilities included only administrative and
budgeting duties. The Mobile Home Inspector®s duties
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included supervision of the weigh stations in addition to
mediating mobile home warranty complaints.

We recommended that job descriptions and duties should be
changed to reflect the actual duties and responsibilities of
these positions to decrease the confusion and misunderstand—
ings within the Division.

Legislative Audit®"s Current Position

The Weights and Measures Inspector 1V position was reclas—
sified to a Management Analyst 11l on November 23, 19S3.

With the transfer of the Mobile Home Warranty Program to
Consumer Protection in the Department of Law, DMS reclas—
sified the Mobile Home Inspector position to a Weigh Station
Operator 1I1.

Prior Audit RecomiV n No. 4B

DMS should utilize promotional eligibility lists to the
extent oossible.

In July, 1982, DMS assutaex} the responsibility of the
stations from the DepartbjefitVof Public Safety. Twenty-eight
commercial vehicle inspecto"rs\were transferred from the
Department of Public SafetV \ o\dMS, however, DMS did not
receive a transfer of any supervisory personnel. In order
to provide sufficient supervision, of the weigh stations, DMS
upgraded three of the commercial Vehicle inspector positions
from a range 12 to a range 15A 1h\ incumbents 1in two of the
upgraded positions became superVi®pV? while the other
inspectors were not afforded thelopp\rtunity to interview
for the positions.

Legislative Audit®"s Current Positioi

DMS has used the Division of PersonneVV departmental
eligibility lists in making promotions since our previous
audit.

Prior Audit Recommendatioi, No. 5

The Department should seek legislation to transfer the
Mobile Home Warranty Program to the Consumer Protection
Section of the Department or Law.

We reviewed thr function of the Mobile Home Warranty Program
and the activity from July, 1981 through March, 1983. 3ased
on our review, we noted the following:

1. The Mobile Home Inspector acts as a mediator between

the consumer and the dealer and/or manufacturer in
order to resolve complaints.
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2. During Fiscal Year 1982, DMS received 26 mobile home
warranty conplaints. As of March, 1983, DMS had
received nine complaints in Fiscal Year 1983.

3. The Consumer Protection Section receives and investi—
gates mobile home complaints from consumers. According
to a memorandum dated March 17. 1983, from an assistant
attorney general, the Consumer Protection Section had
five complaints currently under investigation.

Since the Consumer Protection Section 1is the agency to which
the public looks for resolution of consumer problems and the
Mobile Home Warranty Program deals with consumer protection
warranty laws, it appears that the program could be more
efficiently and effectively administered by the Consumer
Protection Section.

Legislative Audit"s Current Position,ﬁ

The Mobile Home Warranty Program is/jrfe/entlv being adminis—
tered by Consumer Protection throu~h/a/Reimbursable Service
Agreement with DMS. For Fiscal Y/a/ /985, the progran is
"?\idgeted within Consumer Protection./

Buring the 1984 legislative se!sﬂ)(, Senate Bill Mo. 497 was
introduced to amend AS 45.30 jb"~/p/acing the responsibility
for the program in the Depar.tmervc of Law. The bill was not
passed by the 1984 Legislature-./

/e
We recommend that the Departmth resubmit the proposed
legislation change to t?e 1935 Legislature.
/
Prior Audit Recommendation-"No . 6

The Department shou removal of DMS scaff as delegates
to the National Co ce of States on Building Codes and
Standards.

The Director and the* Mobile Home Inspector are delegates to
the National Conference of States on Building Codes and
Standards, Incorporated (NCSBCS). During the period from
May, 1981, through January, 1983, the Director attended five
meetings related to NCSBCS which were held in Seattle,
Denver, Boston, Atlanta, and New Orleans. The Mobile Home
Inspector also attended the meetings at Seattle and New
Orleans.

DMS duties and responsibilities relating to building cod”s
and standards were greatly diminished with the repeal of the
State mobile home standards in September, 1980, and the
enactment of the Mobile Home Warranty Program. Furthermore,
activity in the Mobile Home Warranty Program does not
warrant involvement of DMS in NCSBCS.
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Legislative Audit®s Current Position

The Director of the Division of Measurement Standards 1is
still the delegate of record to NCSBCS however, he has
initiated action to have his name removed as a delegate. A
review of the Director > Fiscal Year 1983 and 1984 travel
showed that no travel involving NCSBCS business has occurred
since September of 1982.

Prior Audit Recommendation No. 7A

DMS should provide sufficient documentation that office and
field standards (otricial test devices) are verified in
accordance with law.

We could not find sufficient documentation to determine if
DMS was 1in compliance with AS 45.75.060 which requires
verification of officqg and field standards on an annual
basis.

In order to provide \ulflcient documentation, DMS should
develop a complete inv~nfoory oc all office and field stan-—
dards with identifying "_numbers (where possible) , the lo—
cation of the standards\‘iic the last date of verification.

Legislative Audit®"s Current Position

The Division has developed al\compfGte inventory of field
standards and laboratory standard”. The field standards
status report lists the standards qy type, serial number,
location, inventory date, last beatification date and
certification due date. According\th Division personnel,
the lists will be maintained on al\cnr\ent basis

Prior Audit Recommendation No. 7B

DMS should develop procedures to ensure \:1T$t weight and
measure devices are fnspected and test”*tefciiannually in
accordance with law.

DMS did not have sufficient documentation to determine that
they were in compliance with AS 45.75.080 which requires all
weights and measures in commercial use to be inspected and
tested at least semiannually or more often as the Director
considers necessary. We were able to review inspection
dates for 110 businesses located in Southeastern Alaska. of
those 110 businesses, 43 received annual inspections, 23
received semiannual inspections, and the remaining 44 did
not have sufficient information to determine the frequency
of inspections.

DMS should compile an inventory of devices including location

and the last date of testing. This will provide management
with data to determine the extent of compliance possible
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within budgetary constraints.
Legislative Audit®"s Current Position

Beginning with the Anchorage area, the Division is in the
process of developing a route system for the inspection and
testing of devices. Inventory schedules using the data
processing equipment are being prepared which will list
location of the commercial device, type, serial number, date
of previous inspection and date of previous approval, date
of current inspection and date of current approval. The
inventory lists should provide a positive response to the
problem of testing devices semiannually in heavily populated
areas. In addition, legislation was introduced during the
1984 session of the Legislature which would eliminate
semiannual 1inspections in favor of annual inspections
(Senate Bill No. 491).

The Fiscal Year 1985 budget for DMS approved by the Legis—
lature and the Governor reflects a “ghiricant reduction in
the inspection activity of the pivjfs/oji. In light of this

reduction, the proposed tatutory/cj”ahge appears justified.

Prior Audit Recommendation No. 7c/ 7/

DMS should develop a uniform ﬁgtﬂoﬁ for compilation of
weights and measures verification activity data-]

\ r /
An 1inspector, 1in order to ~verify a weight or measure device,
performs an inspection which /i"s an evaluation of the physical
characteristics of the device, and a test which 1is the
actual test for accuracyj;ythrough the use of standards, e.g.
test weights. Wo noted/inconsistencies in the methods used
by inspectors to count/tt"e number of devices, and inspections
and tests of tho pUes.

In addition to t nsistencies in accounting for act-—

ivities, we note monthly activity information is not

organized in a marhdr to facilitate managerial use of data
for planning and budgeting purposes.

Legislative Audit"s Current Position

Monthly statistics are compiled from test reports submitted
by the inspectors. Since the system is manual, it 1is
relatively cumbersome and error prone. DMS is working
towards a uniform method of compiling verification data.
DMS should continue to work for a more efficient system of
data compilation.
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BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF COMMFRfE A 04N it
ECONSMIE 1DE\ LLOPMENT 2o b 4552500

OFFICEOF THE COMMISSIONER

July 9, 1934

Mr. Gerald L. Wilkerson, CPA
Legislative AudfioV

Division of Le™™a\ive Audit
The Legislature

Pouch W

Juneau, Alaska 99£ )v

Dear Mr. Wilkerson:

I have received your foNjpw~uh, report on the Department of
Commerce and Economic Dev”opmerrvt, Division of Measurement
Standards dated June 4, 198" arO\have no disagreement with the
recommendations iIn the report”™\A\stated, all recommendations
have been addressed and corrective Treasures taken by the
division.

Thank you and your staff for your rffor\s in performing this
follow-up audit.

Sinf

Richard A. Lyon
Commissioner
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