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EXPENDED
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No money actually appropriated
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377,657 217,849
562,124 498,389
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1,658,400 2,000,000
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AUDIT DIVISION
POUCH W
JUNEAU. ALASKA 99811

THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE

March 17, 1987

SUMMARY OF: A Special Report on the Department of
Corrections, Alaska Correctional Industries,

March 17, 1987.

PURPOSE OF THE REPORT

In accordance with a Legislative Budget and Audit Committee
request and Title 24 of the Alaska Statutes, this special
report has been prepared to document our review of the
Alaska Correctional Industries program. Our review was
conducted to determine if the program should be allowed to
terminate on July 1, 1987, as provided by the enabling

legislation.
OVERVIEW OF ALASKA CORRECTIONAL INDUSTRIES

Alaska Correctional Industries (ACI) was established to de—
velop and operate agricultural, 1industrial, and service
enterprises to provide realistic work experience for prison—
ers, to direct their efforts toward financial responsibil—
ity, to improve their effective work habits and occupational
skills, and to increase the probability of opportunities for
employment after release. The program currently employs 86
inmates with metal and furniture shops in Kenai, agriculture
and auto body businesses in Palmer, and laundry and bakery
operations 1in Juneau.

AUDITOR®™S CONCLUSIONS

In our opinion, the Alaska Correctional Industrie™- program
generally provides realistic work experience and this ex—
perience is more realistic than that available through the
institutional jobs. We further believe the work experience
provided by ACI will improve the likelihood of successful
employment after the inmate is released.

We recommend that the ACI program be extended. However, we
suggest the extension be for a definite period (perhaps four
years). This would allow the Legislature an opportunity to

further review the progress of the program and require ACI
to demonstrate their success with the program.



FINDINGS AND RECOMMENDATIONS

1. ACI should develop and utilize program cost guidelines
for analyzing all existing and proposed industries.

The decision to continue or develop an industry within ACI
should be based, 1in part, upon its financial viability. At
present, ACI does not explicitly consider the full cost of
an industry in its decision process. Financial statements,
by industry, are prepared each month; however, these state—
ments exclude the costs associated with the program®s pro—
duction managers and administrative personnel and the costs
of the program®s property, plant, and equipment. We
estimate the net cost (revenue less expenses) 1in FY 86 to
have been $600,000, or approximately $45 per inmate employee
per day. The calculated or forecast net cost per day should
be compared to a guideline cost established by the
Correctional Industries Commission. This guideline should
be equal to, or slightly above if justified, the incremental
cost to the institution of providing alternative workweek
daytime activities for the inmates. ACl should not enter
into or continue industries which are not likely to approach
this guideline.

2. The Correctional Industries Fund (CIF) financial
statements should be presented in the State"s Annual
Financial Report in accordance with generally accepted
accounting principles (GAAP)~

CIF is an intragovemmental service fund and should be
accounted for on an accrual basis. GAAP requires all the®
activities and the resources used by ACl to be reflected in
their financial statements. The most significant items to
be included are property, plant, and equipment and the re—
lated depreciation, implicit lease expense, 1inventory, and
accounts receivable.

Alaska Statute 33.32.020 should be modified to require CIF
to account for the entire industries program, including
approximately $500,000 of annual personnel costs presently
excluded from CIF by statute.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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BRIEF HISTORY OF ALASKA CORRECTIONAL INDUSTRIES

GENERAL: 1979 - State uf Alaska financed "Alaska Corrections Master Plan"
by Moyer and Associates, who recommend implementation of an Industries
program. An Industries Manager, Wally Roman was hired October 16, 1981.
In the spring of 1982, the Hammond Administration introduced and the
Legislature passed HB 194 (enacted as AS 33.32.) which establishes the
Alaska Correctional Industries program. In October of 1982, the Governor
appointed the Correctional Industries Commission. In July, 1985, a
Marketing and Sales Manager was added to the staff, and in September, 1985
the management of the Industries program (three individuals) was relocated
from Juneau to Anchorage. Staff which did not transfer was replaced at
the new location.

AGRICULTURAL OPERATIONS: Farming operations began as a camp work project
at the Palmer Correctional Center over twenty years ago. In March, 1983,
the Correctional |Industries Commission approved the expansion of the
operation as a correctional industry to provide produce for state
institutions. Mechanized field and potato processing equipment was
purchased for a sum in excess of $100,000 including many surplus pieces of
equipment which were rebuilt at the institution. Acreage under
cultivation was increased to approximately 27 acres, and is yielding in
excess of 200 tons of potatoes, FLowers are also grown for State
projects, including the Anchorage International Airport. 8 to 15 inmates
are employed based upon seasonal needs.

AUTO BODY REPAIR: This business also began 1n prior years sometime in the

1970's, at the Palmer Correctional Center. In March, 1983, upgrading and
modernization of the existing auto body shop program was approved by the
Correctional Industries Commission. Conversion of an existing shop

building vyielded a 2900 square foot shop which contains a paint booth,
mixing room, tool room, welding facilities, and a state of the art frame
straightening rack. The quality control was brought up to rigid
commercial standards, and the shop now repairs virtually all State of
Alaska vehicles in the southcentral region.'" This shop employs from 5 to 8
inmates.

COMMERCIAL  LAUNDRY: In  March, 1983, the Correctional Industries
Commission approved the building of a commercial laundry facility at the
Lemon Creek Correctional Center to provide service to the State of Alaska
Marine Highway system's southeast runs, and all other state institutions
1n the Juneau area. At that time, the laundry needs of the Marine Highway
system were being met in Seattle, Washington, and Prince Rupert, B.C.,
Canada. Laundry operators in the Juneau area declined this business due
to high seasonal nature. Construction of the new facility was begun in
the fall of 1983 and completed in December, 1984. Operations have been,
excellent with almost 3/4 of a million pounds of laundry processed
annually, employing 18 to 35 inmates.
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COMMERCIAL BAKERY: In October, 1983, the Correctional Industries
Commission approved the establishment of a commercial bakery at Lemon
Creek Correctional Center to provide baked yoods to the Marine Highway

system and other state agencies throughout Alaska. This operation was
designed to share the same building as the laundry operation, and went
into operation in January, 1985. It has continued from that time to

supply top quality baked goods to the Marine Highway system at prices at
or less than previous suppliers in Seattle, Washington, and Prince Rupert,
B.C., Canada. This operation has commission approval for commercial sales
which are being developed. The bakery employs 5 to 8 inmates.

FURNITURE ASSEMBLY: July, 1983, the Correctional Industries Commission
approved the establishment of a furniture and upholstery production and
repair facility. A first consideration was to utilize a quonset hut at
the Lemon Creek Correctional Center, but this idea was discarded and the
proposed operation was moved to the Wildwood Correctional Center in Kenai,
Alaska. The decision was based upon the availability of a building that
could be renovated at a relatively low cost, an institutional work force
of medium custody inmates, and proximity to the large southcentral market
for furniture. In the spring of 1985, a contract was awarded to CPSI, a
Boulder, Colorado consulting firm which gives assistance to correctional
systems for furniture manufacturing. An agreement with four large
national furniture companies provided pre-made components of standard
furniture items for assembly at the new plant. Furniture manufacturing
began in the Wildwood plant in January, 1986. A substantial dollar volume
has been produced since start up of the plant, but further review is
necessary due to much lower margins than originally expected, and a major

collapse of the furniture market due to budget restrictions. The plant
employs 15 to 25 inmates. After careful review of the current product
lines, which are quite broad, this operation will probably be reduced to

labor intensive oak/upholstered furniture an a few other complimentary
lines which have proven very acceptable in our market place, and provide a
more adequate profit margin.

METAL FABRICATION PLANT: In October, 1983, the Correctional Industries
Commission approved tlie establishment of a metal fabrication>plant to be
located at the Wildwood Correctional Center. Plant operations began in
January, 1986 and with the receipt of the large Spring Creek Correctional
Center production order for bunks and desks, the plant has been running at
full production level for the past 8 months with 20 to 30 inmates working
full time. This plant produces a variety of products beyond cell
furniture, including fish carriers for the Department of Fish and Game,
barbeque pits for the Division of Parks, and several communities in
Alaska, as well as custom fabricated "one off" specialities.

MT. MCKINLEY MEAT AND SAUSAGE PLANT: In May, 1986, the Division of
Agriculture approached the Department of Corrections with the idea of
using inmate labor to npcrate the failed meat plant in Palmer until the

private sector was able to operate it again. The Agricultural Revolving
Loan Fund purchased the plant and has signed an agreement with the
Department of Corrections to operate the facility. Initial public

hearings were field on February 6, 1987 and the Industries Commission
decided to table the operational proposal until the next meeting, March

16, 1987, when the commission will hear additional public testimony
regarding operation of the plant. At the present time the Department of
Corrections plans to provide meat for its own consumption only. This
facility will employ 20 inmates.

TOTPL P.03
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Introduced: 4/17/87
Referred: Health, Education &
Social Services, Judiciary and

Finance
IN THE HOUSE BY SWACKHAMMER
HOUSE BILL NO. 275
IN THE LEGISLATOR OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act continuing the correctional industries

program: and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Section 7, ch. 53, SLA 1982 is repealed.

* Sec. 2. Thi3 Act take3 effect inmediately under AS 01.10.070(c).
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