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FISCAL

YEAR PCNs
ADMINISTRATION COMP. 

APPROPRIATED EXPENDED

PRODUCT COSTS COMP. 

APPROPRIATED EXPENDED REVENUES

FY82 ( 5) $ 147,900 5 53,434 S -0- $ -0- $ -0-

FY83 ( 5) 160,200 128,476 355,500 92,017 -0-

FYB4 ( 7) 278,800 216,881 285,600 140,377 32,957

FY85 (12) 524,200

AMT. AUTH. TO 

448,231 703,000

SPEND  ̂ 1 ' 

377,657 217,849

FY86

Tote"
(12) 540,100

1,651,200

485,369

1,338,391

871,600
541,100

562,124 

1,172,175

498,389

749,195

FY87 (11) 571,600
PROJECTED

555,732 871,600

P R O J E C T E D , P R O J E C T E D  

994,500 1,071,600

FY83 (11) 554,300 564,800 1,658,400 1,658,400 2,000,000

Note #1: No money actually appropriated In ensuing years, FY85- 88.

Note ii 2: Total in c lu d e s $200.0 loan from Ag. Rev. Loan Fund,
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THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE

AUDIT DIVISION 
POUCH W 

JUNEAU. ALASKA 99811

M a r c h  17, 1987

S U M M A R Y  OF: A  S p e c i a l  R e p o r t  o n  t h e  D e p a r t m e n t  o f
Corrections, A l a s k a  Co rrec t i o n a l  Industries, 
M a r c h  17, 1987.

P U R P O S E  O F  T H E  R E P O R T

In accordance w i t h  a Legislative Budget and A udit Committee 
request and T itle 24 of the A l a s k a  Statutes, this special 
report has b e e n  pr epared to d o c u m e n t  our r e v i e w  of the 
Al a s k a  Correctional  Industries program. O u r  r e v i e w  was 
conducted to determine if the p r o g r a m  should be allowed to 
terminate on J u l y  1, 1987, as p r o v i d e d  b y  the enabling 
legislation.

OV E RV IEW OF A L A S K A  CORRECTIONAL INDUSTRIES

A l a s k a  C o rrec tional Industries (ACI) was e sta blished to d e­
velop and o p erate  agricultural, industrial, and service 
enterprises to p r ovide r e a l isti c w o r k  exper ience for prison­
ers, to direct their efforts t o w a r d  financial responsibil­
ity, to improve their effective w o r k  habits and occupational 
skills, and to increase the p r o b a b i l i t y  of opportunities for 
employment after release. T h e  p r o g r a m  currently employs 86 
inmates w i t h  m e t a l  and f u r n iture shops in Kenai, agriculture 
and auto b o d y  businesses in Palmer,  and laundry and bakery 
operations in Juneau.

AUDITOR'S CONCLUSIONS

In our opinion, the Alaska C o r r e c t i o n a l  Industrie'- program 
generally provides realistic w o r k  experien ce and this ex­
perience is m o r e  realistic t h a n  that a vailable through the 
institutional jobs. We f u rther b e lieve the w o r k  experience 
pr o v i d e d  b y  ACI w i l l  improve the lik eli h o o d  of successful 
employment after the inmate is released.

We  recomm end that the ACI p r o g r a m  be extended. However, we 
suggest the ex tension be for a definit e p e r iod (perhaps four 
years). This w o u l d  allow the L e g i s l a t u r e  an opportunity to 
further r e v i e w  the progress o f  the p r o g r a m  and require ACI 
to demonstrate their success w i t h  the program.



FINDINGS AND RECOMMENDATIONS

1. ACI should develop and u t i lize p r o g r a m  cost guidelines 
for analyzing all existing and p r o p o s e d  i n d u s t r i e s .

The decision to continue or develop an industry w ithin ACI 
should be based, in part, u p o n  its financial viability. At 
present, ACI does not explicitly consider  the full cost of 
an industry in its decision process. Fin ancial statements, 
b y  industry, are prepared e a c h  month; however, these st ate­
ments exclude the costs a ssoc iated w i t h  the program's p r o­
duction managers and administrative p e r s onn el and the costs 
of the program's property, plant, and equipment. We 
estimate the net cost (revenue less expenses) in FY 86 to 
have b e e n  $600,000, or approximately $45 per inmate employee 
per day. The calculated or forecast n e t  cost per day should 
be compared to a guideline cost establ i s h e d  by the 
Correctional Industries Commission. This guideline should 
be equal to, or slightly above if justified, the incremental 
cost to the institution of providing alternativ e workweek 
daytime activities for the inmates. A C I  should not enter 
into or continue industries w h i c h  are not likely to approach 
this guideline.

2. The C o rrectional  Industries Fun d (CIF) financial 
statements should be p r e s ented in the State's Annual 
Financial Report in accordance w i t h  generally accepted 
accounting principles (GAAP)~

CIF is an i n t r a g o v e m m e n t a l  service fund and should be 
accounted for on a n  accrual basis. GAAP requires all the^ 
activities and the resources used b y  A C I  to be reflected in 
their financial statements. The m o s t  significant items to 
be included are property, plant, an d equipment and the r e­
lated depreciation, implicit lease expense, inventory, and 
accounts receivable.

A l a s k a  Statute 33.32.020 should be m o d i f i e d  to require CIF 
to account for the entire industries program, including 
ap p r oximat ely $500,000 of annual perso n n e l  costs presently 
excluded f r o m  C I F  b y  statute.

S T A T E  O F  A L A S K A D I V I S I O N  O F  L E G I S L A T I V E  A U D I T
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BRIEF  HISTORY OF ALASKA CORRECTIONAL INDUSTRIES

GENERAL: 1979 -  S t a t e  u f  A l a s k a  f i n a n c e d  "A l a sk a  C o r r e c t i o n s  M a s t e r  P l an "
by Moyer and A s s o c i a t e s ,  who recommend imp lementa t i on  o f  an I n d u s t r i e s  
program. An I n d u s t r i e s  Manager , W a l l y  Roman was h i r ed  O c tobe r  16, 1981. 
In the sp r i n g  o f  1982, th e  Hammond A dm in i s t r a t i o n  in t r odu ced  and the 
L e g i s l a t u r e  pa ssed  HB 194 ( e n a c t e d  a s  AS 33 .32 .)  which e s t a b l i s h e s  the 
A la sk a  C o r r e c t i o n a l  I n d u s t r i e s  program. In  O c tob e r  o f  1982, the Governor  
ap po in t ed  the  C o r r e c t i o n a l  I n d u s t r i e s  Commiss ion .  In J u l y ,  1985, a 
M arke t ing  and S a l e s  Manager was added t o  the  s t a f f ,  and in  September , 1985 
the  management o f  the I n d u s t r i e s  program ( th r ee  i n d i v i d u a l s )  was r e l o c a t e d  
from Juneau to  Anchorage . S t a f f  which d id  no t  t r a n s f e r  was r e p l a c e d  a t  
t h e  new l o c a t i o n .

AGRICULTURAL OPERATIONS: Farming o p e r a t i o n s  began as a camp work p r o j e c t
a t  the Pa lmer  C o r r e c t i o n a l  C en t e r  o ve r  twenty  y e a r s  ag o .  In March ,  1983, 
th e  C o r r e c t i o n a l  I n d u s t r i e s  Commission approved the expans ion  o f  the 
o p e r a t i o n  as a c o r r e c t i o n a l  i n d u s t r y  t o  p ro v id e  produce f o r  s t a t e  
i n s t i t u t i o n s .  Mechan ized  f i e l d  and p o t a t o  p r o c e s s i n g  equipment was 
purcha sed  f o r  a sum in ex ce s s  o f  $100,000 i n c l u d i n g  many su rp lu s  p i e c e s  o f  
equ ipment  wh ich  were r e b u i l t  a t  t h e  i n s t i t u t i o n .  Acreage under 
c u l t i v a t i o n  was in c r e a s ed  to  approx im a te l y  27 a c r e s ,  and i s  y i e l d i n g  in  
ex c e s s  o f  200 t on s  o f  p o t a t o e s ,  FLowers are a l s o  grown f o r  S t a t e
p r o j e c t s ,  i n c l u d i n g  the Anchorage I n t e r n a t i o n a l  A i r p o r t .  8 to 15 inmates 
a re  employed based upon s e a s o n a l  needs .

AUTO BODY REPAIR: T h i s  b u s i n e s s  a l s o  began 1n p r i o r  y e a r s  sometime in  the
1970 ' s ,  a t  the  Palmer C o r r e c t i o n a l  C e n t e r .  In  March , 1983, upgrad ing  and 
m od e rn i z a t i o n  o f  the  e x i s t i n g  auto body shop program was approved by the 
C o r r e c t i o n a l  I n d u s t r i e s  Commiss ion .  C onv e r s i o n  o f  an e x i s t i n g  shop 
b u i l d i n g  y i e l d e d  a 2900 square  f o o t  shop which c o n t a i n s  a p a i n t  b o o th ,  
m ix ing  room, t o o l  room, w e l d i n g  f a c i l i t i e s ,  and a s t a t e  o f  the a r t  frame 
s t r a i g h t e n i n g  r a c k .  The q u a l i t y  c o n t r o l  was brough t  up t o  r i g i d
commerc ia l  s t a n d a r d s ,  and t h e  shop now r e p a i r s  v i r t u a l l y  a l l  S t a t e  o f  
A la sk a  v e h i c l e s  in  the s o u t h c e n t r a l  r e g i o n . '  T h i s  shop employs from 5 to  8 
inma te s .

COMMERCIAL LAUNDRY: In March ,  1983, the  C o r r e c t i o n a l  I n d u s t r i e s
Commiss ion  approved the b u i l d i n g  o f  a commercial  l aundry  f a c i l i t y  a t  the 
Lemon Creek  C o r r e c t i o n a l  C e n t e r  to p r o v id e  s e r v i c e  to  the S t a t e  o f  A la sk a  
Mar in e  Highway s y s t em ' s  s o u t h e a s t  run s ,  and a l l  o t h e r  s t a t e  i n s t i t u t i o n s  
1n the Juneau  a r e a .  At th a t  t im e ,  the  laundry  needs o f  the  Mar ine Highway 
system were be ing  met in  S e a t t l e ,  W ash ing ton ,  and P r in c e  Ruper t ,  B . C . ,  
C anada .  Laundry  ope r a t o r s  in  the Juneau  area d e c l i n e d  t h i s  b u s i n e s s  due 
t o  h igh  s e a s o n a l  n a tu re .  C o n s t r u c t i o n  o f  the new f a c i l i t y  was begun in 
th e  f a l l  o f  1983 and comp le ted  in December, 1984. Op e ra t i o n s  have been, 
e x c e l l e n t  w i th  a lm o s t  3 /4  o f  a m i l l i o n  pounds o f  laundry p ro c e s s ed  
a n n u a l l y ,  employ ing  18 to 35 inmate s .



‘^>17/1987 10:13 ** * *  DEPT OF CORRECTIONS Uooosuocj P. 03

L

COMMERCIAL BAKERY: In O c t ob e r ,  1983, the C o r r e c t i o n a l  I n d u s t r i e s
Commission approved the e s t a b l i s hm en t  o f  a commercial  bakery a t  Lemon 
C reek  C o r r e c t i o n a l  C en te r  to  p r o v id e  baked yoods to the Mar ine  Highway 
system and o th e r  s t a t e  a g e n c i e s  throughou t  A l a s k a .  T h i s  o p e r a t i o n  was 
d e s i g n ed  to share  the same b u i l d i n g  as the  l aundry  o p e r a t i o n ,  and went 
i n t o  o p e r a t i o n  in  J a n u a r y ,  1985. I t  has  con t in u ed  from t h a t  t ime to 
s u pp l y  top  q u a l i t y  baked goods to the Mar in e  Highway system a t  p r i c e s  a t  
o r  l e s s  than p r e v i o u s  s u p p l i e r s  in S e a t t l e ,  Wash ing ton ,  and P r in c e  Ruper t ,
B . C . ,  Canada .  T h i s  o p e r a t i o n  has commiss ion approva l  f o r  commercial  s a l e s  
wh ich  a r e  be ing  d e v e l o p e d .  The bakery  employs 5 to 8 inmate s .

FURNITURE ASSEMBLY: J u l y ,  1983, the C o r r e c t i o n a l  I n d u s t r i e s  Commiss ion
approved the  e s t a b l i s h m e n t  o f  a f u r n i t u r e  and u p h o l s t e r y  p r o du c t i o n  and 
r e p a i r  f a c i l i t y .  A f i r s t  c o n s i d e r a t i o n  was t o  u t i l i z e  a quonse t  hut  a t  
the  Lemon Creek  C o r r e c t i o n a l  C e n t e r ,  but t h i s  idea  was d i s c a r d ed  and the 
proposed  o p e r a t i o n  was moved to  the Wildwood C o r r e c t i o n a l  C en ter  in  K ena i ,  
A l a s k a .  The d e c i s i o n  was based upon the a v a i l a b i l i t y  o f  a b u i l d i n g  th a t  
c o u l d  be r enova ted  a t  a r e l a t i v e l y  low c o s t ,  an i n s t i t u t i o n a l  work f o r c e  
o f  medium cu s t od y  i nm a te s ,  and prox im ity  to  the  l a r g e  s o u t h c e n t r a l  market 
f o r  f u r n i t u r e .  In the  sp r i n g  o f  1985, a c o n t r a c t  was awarded to  C P S I ,  a 
B ou ld e r ,  C o l o r ad o  c o n s u l t i n g  f irm wh ich  g i v e s  a s s i s t a n c e  to c o r r e c t i o n a l  
sys tems f o r  f u r n i t u r e  m anu fa c tur ing .  An agreement w i t h  f o u r  l a r g e  
n a t i o n a l  f u r n i t u r e  companies  prov ided  pre -made components o f  s tandard  
f u r n i t u r e  i tems f o r  as semb ly  a t  the  new p l a n t .  F u r n i t u r e  manufac tur ing  
began in  the Wildwood p l a n t  in  J a nu a r y ,  1986. A s u b s t a n t i a l  d o l l a r  volume 
has been produced s i n c e  s t a r t  up o f  the  p l a n t ,  but  f u r t h e r  r e v i ew  i s  
n e c e s s a r y  due to much lower  marg ins than o r i g i n a l l y  exp e c ted ,  and a major 
c o l l a p s e  o f  th e  f u r n i t u r e  market due to budget  r e s t r i c t i o n s .  The  p l a n t  
employs 15 to  25 inmate s .  A f t e r  c a r e f u l  r ev iew  o f  the cu r r e n t  produc t  
l i n e s ,  wh ich are  q u i t e  broad ,  t h i s  o p e r a t i o n  w i l l  p r ob ab ly  be reduced to 
l a b o r  i n t e n s i v e  o a k / u p h o l s t e r e d  f u r n i t u r e  an a few o th e r  compl imentary  
l i n e s  which have proven ve ry  a c c e p t a b l e  in  our  market p l a c e ,  and p r o v id e  a 
more ad equa te  p r o f i t  marg in .

METAL FABRICATION PLANT: In O c t o b e r ,  1983, the  C o r r e c t i o n a l  I n d u s t r i e s
Commission approved tlie e s t a b l i s hm en t  o f  a metal f a b r i c a t i o n >p l a n t  t o  be 
l o c a t e d  a t  the Wildwood C o r r e c t i o n a l  C e n t e r .  P l a n t  o p e r a t i o n s  began in 
J a n u a r y ,  1986 and w i t h  the r e c e i p t  o f  the  l a r g e  Sp r ing  Creek  C o r r e c t i o n a l  
C en te r  p r o du c t i o n  o rder  f o r  bunks and d e s k s ,  th e  p l a n t  has been runn ing  a t  
f u l l  p r o du c t i o n  l e v e l  f o r  the p a s t  8 months w i t h  20 to  30 inmates work ing 
f u l l  t im e .  T h i s  p l a n t  produces  a v a r i e t y  o f  p roduc t s  beyond c e l l  
f u r n i t u r e ,  i n c l u d i n g  f i s h  c a r r i e r s  f o r  the  Department  o f  F i sh  and Game, 
barbeque p i t s  f o r  the D i v i s i o n  o f  P a rk s ,  and s e v e r a l  communit ies in  
A l a s k a ,  as  w e l l  as custom f a b r i c a t e d  "one o f f "  s p e c i a l i t i e s .

MT. MCKINLEY MEAT AND SAUSAGE PLANT: In May, 1986, the  D i v i s i o n  o f
A g r i c u l t u r e  approached the  Department o f  C o r r e c t i o n s  w i th  the i d e a  o f  
u s i n g  inmate l a b o r  to npcra te  the f a i l e d  meat p l a n t  in  Palmer u n t i l  th e  
p r i v a t e  s e c t o r  was a b l e  to  opera te  i t  a g a i n .  The A g r i c u l t u r a l  R e vo l v in g  
Loan Fund purchased the  p l a n t  and has s i g n ed  an agreement w i th  the 
Department o f  C o r r e c t i o n s  to op er a t e  the f a c i l i t y .  I n i t i a l  p u b l i c  
h e a r i n g s  were field on February 6, 1987 and the I n d u s t r i e s  Commiss ion 
d e c i d ed  to  t a b l e  the o p e r a t i o n a l  proposa l  u n t i l  the next m ee t ing ,  March 
16, 1987, when the commiss ion w i l l  hear  a d d i t i o n a l  p u b l i c  t e s t imony  
r e g a rd in g  o p e r a t i o n  o f  the p l a n t .  At  the p r e sen t  t ime the Department o f  
C o r r e c t i o n s  p lans  to p r ov id e  meat f o r  i t s  own consumpt ion  o n l y .  T h i s  
f a c i l i t y  w i l l  employ 20 inmate s .

TOTPL P .03
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IN THE HOUSE BY SWACKHAMMER

HOUSE BILL NO. 275 

IN THE L E G I S L A T O R  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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