


A l a s k a  P e r m a n e n t
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April 11, 1994

Senator Loren Leman
’ /

State Capitol

Juneau, Alaska 99801-1182

Deal- Senator

This lettei pertains to HB 375/SB 245 which proposes to authorize the 

Trustees of the A laska Permanent Fund to broaden the scope of Fund 

i n v e s t m e n t s .

I have h a d  several discussions with individual Trustees regarding this 

legislation. We have discussed several approaches and a new, amended 

version of the bill(s) will be offered in committee testimony this week.

T hroughout our discussions, the goals and aspirations of the Trustees 

are v e r y  clear. There is strong focus on preserving principal and 

increasing investment yield.

To protect principal, diversification is important. This will be 

a c complished b y  the n ew legislation which will authorize specialized 

investment in domestic corporations. This expansion of the equities 

p ortfolios will enable the Fund to make larger investments in 

corporations which are undervalued, corporations which m a y  be takeover 

candidates, corporations whose parts may be worth more than the whole 

and thus m ay have spin-off opportunities, and corporations who have 

strong potential which m a y  not be recognized until or unless major 

changes are made in its management.

Generally, a well-conceived and well-executed investment p r o gram which 

involves the above should be beneficial to the Fund through the 

realization of h i gher investment yields.

As you m a y  have noted, financial markets have become more sophisticated, 

global in scope a n d  more volatile than ever. As markets change, entities 

]ike the Permanent Fund must have the flexibility to meet market 

challenges. The y  must have a whole toolbox full of choices in order to 

get the job done a nd to do it well. The proposed legislation simply 

provides another tool.

In Alaska, we treat investments in two ways. One w a y  is to broadly 

authorize any investment which comports to the Prudent Investor Rule. 

Another m ethod is to construct a "legal list" of investments which 

describes each investment instrument which may be held within the 

poi'tfolio. The PERC/TRS system has the flexibility of the former while
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the Permanent Fund is constrained b y  the latter. Since the Permanent 

Fund is a "legal list" fund, it is essential that those who construct 

the list keep it current in a fast changing market environment.

It is incumbent up o n  Trustees of "legal list" funds, in exercising their 

fiduciary responsibility, to bring proposals for list expansion to the 

attention of the list makers. That is what they have done in proposing 

HB 375/SB 245.

The legislation includes some important checks and balances which tend 

to reduce the risk of moving forward with poor investments. The 

legislation requires that there be co-investors. This insures that 

every investment is scrutinized by another fund. If funds have 

problems, questions or are uneasy with the investment, they discuss it 

and compare notes. The limit on oil and gas investments in an oil and 

gas state make sense. Alaska's wealth should be diversified and this 

stricture is a prudent one.

I commend this legislation to you and recommend its passage. It will 

take the better part of a year for the Trustees to construct specific 

policies find managers to help execute that policy a nd devise a method 

for reviewing performance. The lead time involved to do the job right 

argues for passage this session.

If you have questions and concerns regarding this legislation and wi s h  

to contact me, T would be pleased to respond.

Best wishes in all your endeavors.

Sincerely,

David A. Rose 

Chairman



Barbara W hiting  
3006 F o s te r  Avenue 

Juneau, A lask a  99801
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A p r i l  19, 1993

The H onorable Loren Leman 
A lask a  S t a t e  S e n a to r  
Room 113, S t a t e  C a p ito l  
Juneau, A lask a  99801

Dear S e n a to r  Leman:

T h is  i s  a l e t t e r  in  su p p ort o f  th e  m a jo r i ty  o f  SB 199, w ith  th e  
e x c e p t io n  o f  S e c .  3 , and a r e q u e s t  t h a t  t h i s  b i l l  be p a sse d  in  
t h e  c u r r e n t  l e g i s l a t i v e  s e s s i o n .

I  am c u r r e n t ly  th e  E l e c t i o n s  C oord in ator  f o r  t h e  D iv i s io n  o f  
E l e c t i o n s  and have been employed by t h e  D iv i s io n  s i n c e  1987. 
However, I  have r e s ig n e d  e f f e c t i v e  A p r i l  30 , due, in  p a r t ,  t o  th e  
havoc c r e a te d  by h av in g  t h e  D iv i s io n  o f  E l e c t i o n s  em ployees  
s u b j e c t  t o  th e  h i r i n g  and f i r i n g  p o l i c i e s  o f  exempt s t a t u s .

As you a re  w e l l  aware, th e  t a s k s  r e l a t i n g  t o  p u t t in g  on an 
e l e c t i o n  a r e  n o t  m ere ly  h av in g  c a n d id a te s  names p r in t e d  on 
b a l l o t s ,  b u t  a r e ,  a c c o r d in g  t o  t h e  law s o f  th e  S t a t e  o f  A la sk a ,  
com plex . They a r e n ' t  t a s k s  t h a t  you le a r n  in  " e l e c t i o n s  s c h o o l ."  
They are  le a r n e d  by in -h o u s e  t r a i n i n g ,  p r a c t i c a l  e l e c t i o n s  
e x p e r ie n c e ,  r e a d in g  th e  s t a t u t e s ,  u n d e rs ta n d in g  t h e  s t a t u t e s ,  and 
b e in g  a b le  t o  p u t them t o g e t h e r  t o  have a s u c c e s s f u l ,  e t h i c a l ,  
im p a r t ia l  e l e c t i o n .

There are  o n ly  fo u r  em p loyees l e f t  from th e  l a s t  a d m in is t r a t io n ;  
two in  th e  D i r e c t o r ' s  O f f i c e  (one when I l e a v e ) ,  one in  th e  
Anchorage o f f i c e  and one in  th^ F airbanks o f f i c e .  The la c k  o f  
i n s t i t u t i o n a l  knowledge due t  uhe m a ss iv e  f i r i n g s  by th e  new 
a d m in is t r a t io n  g r e a t l y  hampered t h e  e f f i c i e n c y  o f  our o f f i c e .
Some may s a y  t h a t  an e l e c t i o n  i s  an e l e c t i o n  i s  an e l e c t i o n  i s  an 
e l e c t i o n .  However, o f  a l l  th e  e l e c t i o n s  t h a t  I  have co n d u cted ,  
e v e r y  one has been d i f f e r e n t .  I t ' s  t h e  l i t t l e  b i t  o f  
i n s t i t u t i o n a l  knowledge t h a t  h e lp s  g e t  us through  each  ro a d b lo c k .



S e n a t o r  L o r e n  L e m a n
A p r i l  1 9 ,  1 9 9 3
P a g e  T w o

An e l e c t i o n  i s  supposed t o  be co n d u cted  by a n o n p a r t is a n  group o f  
em p lo y ees . When lo n g t im e  em p loyees  a r e  f i r e d ,  n o t  b e c a u se  th e y  
were in c a p a b le  o f  d o in g  t h e i r  j o b ,  b u t  b e c a u se  t h e y  were unknown 
f a c t i o n s  t o  a newly e l e c t e d  a d m in is t r a t io n ,  t h e  p u b l i c  p e r c e p t io n  
c o u ld  w e l l  be t h a t  t h i s  i s  no lo n g e r  a n o n p a r t isa n  grou p . The 
p u b l ic  a l s o  knows t h a t  in  a p r i v a t e  e n t e r p r i s e  company t h a t  n eeds  
t o  make a p r o f i t ,  i t  would be u n th in k a b le  f o r  a new owner t o  
summarily d i s m is s  th e  p e o p le  who had v a lu a b le  e x p e r ie n c e ,  
l o n g e v i t y  and d e d ic a t io n  t o  th e  t e c h n i c a l i t y  o f  t h e i r  j o b s ,
w ith o u t  f i r s t  a s s e s s i n g  th e  p e r s o n ' s  a b i l i t i e s  t o  a c c o m p lish  th e
g o a l s  o f  t h e  new owner.

The o n ly  p a r t  o f  th e  b i l l  I  would en cou rage  you t o  change i s  S e c .
3 which a l lo w s  a l l  em p loyees  t h a t  now h o ld  p o s i t i o n s  a t  th e  
D iv i s io n  t o  c o n t in u e  in  t h o s e  p o s i t i o n s .  T h is  i s  n o t  c o n s i s t e n t  
w ith  th e  r e s t  o f  t h e  b i l l  which d i s a l l o w s  h i r i n g  f o r  r e a s o n s  
o th e r  than th e  e m p lo y e e 's  q u a l i f i c a t i o n s .  I f  t h i s  b i l l  p a s s e s ,  
new p o s i t i o n s  may be d e v e lo p e d ,  and c u r r e n t  em p loyees  may w ish  t o  
t r y  o u t  f o r  a d i f f e r e n t  p o s i t i o n  th a n  th e  one th e y  a r e  i n .  I 
a l s o  f e e l  t h a t  i f  a c u r r e n t  em ployee i s  worth t h e i r  s a l t ,  th e y  
w i l l  be a b le  t o  q u a l i f y  f o r  a p o s i t i o n  under t h e  new r u l e s .  T h is  
w i l l  a l s o  g i v e  a g r e a t e r  com fort l e v e l  t o  th e  p u b l i c  and th e  
L e g i s la t u r e ,  knowing t h a t  t h e s e  em p loy ees  are  n o t  t h e r e  s o l e l y  
based on t h e i r  f r i e n d s h ip  t o  an a d m in is t r a t io n .

I urge you to  t r y  t o  g e t  t h i s  b i l l  p a s se d  q u ic k ly ,  in  t h i s  
s e s s i o n .  I  know th e  t im e  i s  s h o r t  u n t i l  t h e  end o f  t h i s  s e s s i o n ,  
but t o  pasr  a b i l l  t h i s  monumental t o  th e  w ork ings o f  t h e  
D iv i s io n  o f  E l e c t i o n s  a s  l a t e  as t h e  1994 s e s s i o n  w hich i s  an 
e l e c t i o n  y e a r ,  would be d e v a s t a t i n g .  From th e  b e g in n in g  o f  
January t o  December, e l e c t i o n  t a s k s  a r e  p i l i n g  up d a i l y ,  and th e  
em ployees o f  t h e  D iv i s io n  a r e  busy p r e p a r in g  f o r  t h e  Primary and 
G eneral E l e c t i o n s .  I t  i s  my u n d e r s ta n d in g  t h a t  i f  t h i s  b i l l  
p a s s e s ,  t h e  p r o c e s s  to  change em p lo yees  from exempt t o  c l a s s i f i e d  
ta k e s  t im e  t o  g e t  underway and a c c o m p lish e d .  P o s i t i o n s  need to  
be rev iew ed , jo b  d e s c r i p t i o n s  need t o  be w r i t t e n ,  and em p loyees  
h ir e d  under th e  new sy s tem . To do t h i s  in  an e l e c t i o n  y e a r  would  
c r e a t e  havoc f o r  th e  em p loyees  o f  t h e  D iv i s io n  o f  E l e c t i o n s .  I f  
t h e  b i l l  i s  p a sse d  in  t h i s  s e s s i o n ,  t h e  t r a n s i t i o n  c o u ld  be 
ta k in g  p la c e  in  a r e l a t i v e l y  more q u i e t  t im e  f o r  t h e  em p loyees  so  
t h a t  th e  change co u ld  be smooth and o r d e r l y .

Thank you f o r  your c o n s id e r a t io n  o f  my v ie w s .

S i n c e r e ly ,



State of Alaska 
r t i f c r u . c i s r a i a . r L

D uncan C. Fowler

Reply to:

A pril 19, 1993

Senator Loren Lem an, Chairm an 
Senate State Affairs Com m ittee 
A laska State Legislature 
Capitol Building 
Juneau, A laska 99801-1182

RE: SB 199, Em ploym ent status 
o f  elections em ployees

P.O. Box 102636 
Anchorage. AK 99510-2636 
(907) 277-8848 
(800) 478-2624

P.O. Box 113000 
Juneau, AK 99811-3000 
(907) 465-4970 
(800) 478-4970

P.O. Box 74358 
Fairbanks. AK 99707-4358 
(907) 452-4001 
(800) 478-3257

D ear Senator Leman,

T he Office of the Om budsm an supports the passage o f SB 199 and offers a 
suggestion that w ill strengthen the public policy m atter that the bill addresses.

T he Division o f Legislative Audit and The O ffice o f the O m budsm an both 
recently com pleted extensive review s o f separate issues involving the D ivision o f 
Elections. W hile I will not speak to the findings o f  the D ivision o f Legislative Audit, I 
did find it o f interest that we both found fault with the fact that elections em ployees were 
in the exem pt service o f state governm ent. W e both recom m ended that line staff o f  the 
agency be placed in the state m erit system. SB 199 does ju s t that.

I believe you w ould strengthen the public policy m atters this b ill addresses by 
deleting section 3 o f the bill. Section 3 offers unnecessary protections to current 
em ployees o f the D ivision o f Elections. Theoretically, it has the potential o f 
underm ining the m erit system  principles this bill seeks to im plem ent.

T he slate Personnel Rules as set out in the Alaska A dm inistrative Code provide 
protections to em ployees who are transferred from the exem pt to m erit system . It 
provides a  one-year transition period for incum bents to m eet the requirem ents of newly 
established jobs and class specifications. (S e e 2 A A C  7. 215, attached). Incum bents 
are allow ed to com pete fo r m erit appointm ents based upon their qualifications /o r the 
new ly established positions. Equal Em ploym ent Opportunity requirem ents placed on the 
state already prevent the establishm ent of m inim um  criteria for positions which do not 
realistically reflect the jo b  responsibilities and duties. M erit system  appointm ents are 
m ade from any o f  the top five ranks o f most qualified applicants. Existing elections 
em ployees who are qualified and com petently perform ing needed jobs well should have 
no problem  receiving m erit appointm ents.

F or ease o f your com m ittees review, I have attached an executive sum m ary o f  my 
investigation. I believe it captures the basic issues that we addressed in our report. I 
have sent copies o f  the com plete report, which includes the lieutenant governor's 
response to each legislator. Let me know  if  you need additional copies. I would be 
happy to answ er any questions you or your com m ittee has about our investigation o r my 
position on this bill.
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I believe that passage o f SB 199 w ould set in statute that it is the policy of the 
state is that the division o f  elections shall function as a nonpartisan agency. It would 
help ensure that a stable group o f experienced, qualified and know ledgeable professionals 
will be available to manage our slate elections in future years.

D uncan C. Fow ler 
Ombudsman

Attachm ent: 2 AAC 7.215
Executive Sum m ary J092-1846



2 AAC 07.210 A l a s k a  A d m i n i s t r a t i v e  C o d e  2 AAC 07.225
Authority: AS 39.25.050 AS 39.25.140

AS 39.25.070 AS 39,25.150(25)

2 AAC  07.210. T R A N S F E R  A P P O IN T M E N T S , (a) An em­
ployee m ay be transferred  w ith in  a departm ent or to a d iffe ren t de­
partm ent, w ith  the employee’s  concurrence.

(b) A ny tran sfe r effected for the good o f the serv ice w ithou t the 
consent o f the employee m u st be approved by the d irector.

(c) The in tradepartm ent or in terdepartm ent tran sfe r o f an em­
ployee does not change the  employment s ta tu s  o f the  tran sfe rred  em­
ployee. (In effect before 6/28/84; am  6/28/84, R eg iste r 91)
Authority: AS 39.25.070 

AS 39.25.140 
AS 39.25.150

2  AAC  07.215. T R A N S IT IO N  P E R IO D  FO R  E M P LO Y E E S  
M O V ED  TO  C L A S S IF IE D  S E R V IC E . A n employer in  the exempt 
or p a r t ia lly  exempt serv ice whose position is  moved to the c la ssified  
serv ice m ay re ta in  the position as an exempt or p a r t ia lly  exempt 
employee for up to 12 months in  order to e s tab lish  en titlem en t to 
appointment in  the c la ss ified  serv ice . Upon successfu l completion of 
competition for the c la ss ified  se rv ice  position, the in d iv id u a l m ay be 
appointed and serve a probation period. Range and step p lacement 
w i l l be governed by 2 AAC 07.315—2 AAC 07.390. N o tw ith stand ing 
o ther provisions o f th is  chapter, the d irecto r m ay au thorize lim ited  
recru itm en t in  order to fa c ilita te  the tran s itio n  o f employees under 
th is  section. (Eff. 6/28/84, R eg iste r 91)

Authority: AS 39.25.070 
AS 39.25.140 
AS 39.25.150

2 AAC  07.220. D IR E C T  A P P O IN T M E N T  FR O M  O TH ER  
M E R IT  SYSTEM S . W ith  the p rior approval o f the director, m erit 
system  employees o f the U n ited  S ta tes Government or the leg is la tive  
or ju d ic ia l branch o f the A la sk a  S ta te  Government m ay, upon transfer 
to the  executive branch o f A la sk a  S ta te Government, be appointed to 
the c la ss ified  service , no tw ith stand ing  other provis ions o f th is  chap­
ter. (In effect before 6/28/84; am  6/28/84, R eg iste r 91)

Authority: AS 39.25,070 
AS 39.25.140 
AS 39.25.150(10)

2 AAC  07.225. R E H IR E . An employee who separated in good 
stand in g  w h ile  ho ld ing a permanent or p robationary appointment 
m ay be reemployed in  the same job c lass or in  a lower c la ss in the



S t a t e  o f  A l a s k a  

x x i T D - u - d s r n s t n

S t a t e  o f  A l a s k a  

O f f i c e  o f  t h e  O m b u d s m a n

E x e c u t i v e  S u m m a r y

Division of Elections 
O m budsm an Com plaint J92-1846

April 8,1993

Duncan C. Fowler 
Ombudsman



OFFICE OF THE OMBUDSMAN
E X E C U T I V E  S U M M A R Y  -  . J 9 2 - 1 8 4 6  

I N V E S T I G A T I O N  O F  T E L E P H O N E  U S E  
A T  T H E  A L A S K A  D I V I S I O N  O F  E L E C T I O N S  

A n r i l  8 .  1 9 9 3

T H E  C O M P L A I N T

The Office o f  the Ombudsman received a signed, w ritten complaint alleging 
misconduct by Division o f  Elections D irector Chariot Thickstun and some members o f  her 
staff for misuse o f  the state telephone system. The complaint alleged that Ms. Thickstun 
made inappropriate and excessive use o f  the system for personal calls and did not 
reim burse the state  for the cost o f  those calls.

D uring the investigation o f  this complaint, division telephone bills between 
D ecem ber 1990 and O ctober 1992 w ere analyzed and sworn depositions w ere taken from 
form er and present division employees including M s. Thickstun. W ritten responses w ere 
received from M s. Thickstun and Lt. Gov. Jack Coghill.

FINDING

W hen com pleted, the ombudsman investigation concluded that Ms. Thickstun had, 
in fact, engaged in misconduct when she made m ore than $1,700 in private long-distance 
phone calls from her Juneau office at state expense.

M s. Thickstun made no serious effort to reimburse the state for the cost o f  the 
more than 600 long-distance calls docum ented by the ombudsman until a fte r she learned 
o f  the investigation.

The report found that Ms. Thickstun’s intimidating, closed-door management style 
was in large part responsible for division em ployees being unwilling to confront the 
director w ith their misgivings about the telephone usage.

N um erous division staff members becam e concerned over the use o f  the  office 
phones for personal use (including use o f  the 800 toll-free line) and tried to bring it to the 
d irector’s attention. However, Ms. Thickstun still did not pay the bills and s ta ff did not 
w ant to risk their jobs by making her angry as the director viewed being confronted as lack 
o f  support and loyalty. She usually kept her door closed when in the office and staff went 
so far as to  slide paperw ork under her door.

R E C O M M E N D A T I O N S

C la ss ify in g  elections s ta ff

T o prevent this kind o f  difficulty from reoccurring, the ombudsman recommended 
that legislation be introduced to  place all em ployees o f  the Division o f  Elections, who do 
not hold policy-making positions, within the classified service. This means em ployees o f  
the division would be hired, fired or prom oted based on their ability to  perform  defined 
jobs within the agency. However, if the status quo is retained and division s ta ff remain 
exempt, their employment status is totally at the whim o f  the director.

To  be grouped within the classified service would help division employees be more 
candid w ith the d irector w ithout lear o f  losing their jobs. In addition, it could help
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minimize the high turnover, wholesale firings and loss o f  institutional m em ory that has 
occurred during Ms. Thickstun’s tenure. I t could help ensure that a non-partisan, 
professional staff would always be available to  carry out the difficult and im portant job  o f  
organizing statewide elections.

T he investigation found that other states are already moving in this direction. 
Elections staff in U tah and W ashington are classified civil service em ployees and in N orth 
Carolina elections employees can only be rem oved for cause. In Hawaii, m ost o f  the 
elections technical and support staff are already civil service employees. Pending 
legislation in Hawaii recom mends reorganizing elections into a classified state agency 
outside the  lieutenant governor’s office w here it now  resides.

D isc ip lina ry Comparisons

While not making any recom mendation on whether disciplinary action should be 
taken against Ms. Thickstun, the ombudsman report found, by way o f  com parison, that 
non-exem pt employees in the merit system had been tired or allowed to  resign for lesser 
infractions.

T o get a com parison o f  how  matters such as the use o f  the phones in the Division 
o f  Elections office are handled in the classified service, the ombudsman consulted with 
officials in the Division o f  Labor Relations w ithout revealing parties or agency involved in 
the investigation.

L abor relations officials stated if a person in classified service made the volume o f 
calls evident in the complaint over such a lengthy period o f  time with so little effort 
tow ards reimbursement, the state would recom mend immediate termination.

L abor relations officials cited several examples o f  classified em ployees whc h ive 
been term inated or allowed to  resign for misuse o f  state resources:

• A  high-ranking employee who was hired in Juneau while liis spouse remained in 
another part o f  the state, left his position when 15 or 20  calls to  his spouse during working 
hours w ere determined to  be excessive personal use o f  state time and resources.

• A  state auditor took several technical books and com puter softw are packages 
from the office to  his home w here it remained for several months. W hen confronted, he 
maintained he never intended to  keep the material and offered im mediate return. The state 
declined to  accept that action as sufficient and allowed the employee to  resign in lieu o f  
term ination.

• An employee w ho w as responsible for approving telephone bills and leave slips 
for her office w as term inated when it was discovered she was failing to  submit her own 
phone reimbursement and leave slips in a timely manner.

M S. T H IC K S T U N ’S R E S P O N S E

Accompanied by her attorney Edgar Paul Boyko, Ms. Thickstun, in a sworn 
statem ent to  the ombudsman, said it was never her intention to not pay for the calls and 
said the problem was she didn’t receive the billings so she could go over them  and 
reim burse the state in a timely manner. She also pointed out that she often w orked seven 
days a w eek  and 16-hour w orkdays were com m on so she had to  conduct som e personal 
business while at the office. She estimated she w orked more than 6,400 hours during that 
tw o-year period. The record shows she reimbursed the state $131 for her phone calls 
prior to  the ombudsman investigation and m ore than $1,700 after the investigation began.
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Executive Summary J92-1846 April 8, 1993

“Ms. Thickstun has an added responsibility as the director o f  Elections to  set an 
exemplary standard in all areas but most actively in matters o f  prudent use o f  public 
resources and protection o f  the public trust, in matters both small and large,” the analysis 
section o f  the report states. “There are also serious omissions in Ms. Thickstun’s behavior 
which cast doubt on her assertion that she would have, at some time in the future, 
reimbursed the state for each personal call made. There is no evidence that, absent the 
om budsm an’s investigation, Ms. Thickstun would have initiated the lengthy search and 
effort winch full reimbursement would have required.”

In response, Ms. Thickstun has instituted a new phone policy in the elections 
office. N o one is to make long distance calls except in an emergency. Permission must be 
given by a supervisor and arrangem ents made for reimbursement.

“No one intentionally set out to  hurt anybody or not to pay anything o r to  be 
underhanded in some way,” M s.Thickstun said in her statement to  the ombudsman. “That 
is not w hat has happened here. I think it was simply the fact that w e have had too many 
changes o f  personnel and the people have been too intimidated to  come to me and say 
‘look at these dam  things and get them right back to me, or w hatever.’”

Ms. Thickstun term ed some o f  the points in the ombudsman’s preliminary report 
“thinly veiled partisan attacks,” against her and pointed to the division’s successful 
elections process in the face o f  turmoil caused by reapportionment, instituting the closed 
Republican primary and the recall efFort against the governor and lieutenant governor.

In addition to the costs o f  the actual phone calls, the ombudsman report disagreed 
with Ms. Thickstun’s assertion that requiring elections staff to maintain her personal 
phone files, highlight calls and take responsibility for eliciting payment from her was a 
legitimate w ork assignment.

“In fact, the level o f  staffattention required by Ms. Thickstun’s personal use o f  the 
phones would, if all calls w ere claimed as they occurred, require substantial and ongoing 
staff time which contributes nothing to  the legitimate function o f  the agency,” the report 
said.

L T .  G O V .  C O G H I L L ’ S  R E S P O N S E

As a m atter o f  policy, the Office o f  the Ombudsman docs not recom mend specific 
personnel actions be taken. Any disciplinary action against Ms. Thickstun w as left up to 
her boss Lt. Gov. Jack Coghill, wiio oversees the division. It w as requested that Mr. 
Coghill (as Ms. Thickstun’s immediate supervisor) review the facts o f  the investigation 
and appraise the ombudsman o f  any action taken as a result.

Ombudsman Duncan Fow ler met with Mr. Coghill on three occasions to  discuss 
the facts o f  the ombudsman investigation, the ethical and fiscal considerations involved 
and the im portance o f  applying consistent ethical standards in state government.

In response, Mr. Coghill said he will ask for an “ independent auditor/investigator” 
to conduct an investigation that is m ore “positive and creative” than the ombudsman 
investigation which “ ... at the moment appears to be mostly conclusions from 
innuendoes.”

As to  the recom mendation that non-policy elections employees be transferred into 
classified service, Mr. Coghill said he would support changing those employees from 
“exem pt" to "partially exem pt.” That action would not address the hiring and firing issues 
addressed in the ombudsman report.
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Executive Summary J92-1846 April 8, 1993

“Assuring an honest election process is m ore im portant than counting and 
immediately paying fo r paper clips,” Mr. Coghill said in his w ritten response to  the report. 
The division s ta f f“should not be the center o f  an attack but rather the recipients o f  public 
compliments for their excellent w ork,.” he said.

O M B U D SM A N  F O W L E R ’S R E S P O N S E

In response to  that kind o f  criticism, the ombudsman report pointed out that Ms. 
Thickstun ,as a high public official, has a responsibility to  set an example o f  ethical 
standards for her staff and her continual denial to  even recognize any w rongdoing in this 
m atter ju s t perpetuates a double standard o f  accountability between classified employees 
and political appointees.

The agency response “clearly does not accept the significant ethical implications 
discussed by Om budsm an Fow ler in the findings and recom m endations o f  this 
investigation,” the report says. The agency response characterizes the misuse o f  the 
phones as “technical irregularities” which have now  been resolved.
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Section 1:
This section amends AS 23 .40 .200 (c ) designating the employees in 
the Division of Elections as class (a)(2) employees for the purpose of 
collective bargaining. This class of employees may strike, but their 
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Section 2:
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except for the director, from the exempt service unuer AS 39 .25 .1 10 , 
but leaves all other employees of the Office of the Lieutenant Governor 
in the exempt service.
Section 3:
Provides that employees of the Division of Elections shall not be 
terminated solely because they fail'meet the qualifications established 
for the position that they currently hold.



(
FISCAL NOTE

STATE OF ALASKA
1993 LEGISLATIVE SESSION

BILL NO. SB 199

Revision D ate:___________________________________
Title: "An Act relating to employees of the Division of 

Elections "___________________________________
Sponsor
Requestor:

Senate Rules Committee bv Request of LBA Com. 
Senate State Affairs Committee___________

_Dept. Affected:Administration 
_BRU: Personnel/OEEO
.Component Personnel/OEEO

COMPONENT SERIAL NO. 56

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY94 FY<>5 FY97 . FY 98 FY99

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

CAPITAL 0 1 ......0 . . 0 0 0 0

REVENUE FUND SOURCE: 0 0 0 0 0 0

FUNDING:
1002 Federal Receipts 0 0 0 0 0 0
1008 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Propram Receipts 0 0 0 0 0 0
1006GF/MHTLA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY93) impact $_ none

Prepared By: 
Division:

Kevin Ritchie. Director
Personnel/OEEQ

Approved by Commissioner 
Agency:

Nancy Bear Usera

Phone: 4634429

Date:

Department of Ad mi nN  ration
Date: /"7  Z

P R E P A R E R  T O  P R O V ID E  A L L  D IS T R IB U T IO N  C O P IE S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O F F IC E
F o r  fu r t h e r  d is t r ib u t io n  in fo r m a t io n  c a ll th e  G o v e rn o r 's  L e g is la t iv e  O f f ic e

n l 4 /2 1 /5 3  Page 1 o f____ L



Amendment

TO: SB 199

Page 4, Lines 12-15, Delete all material









O FFICE O F THE 
LIEUTENANT GOVERNOR 
DIVISION OF ELECTIONS 

SELECTED FINANCIAL COM PLIANCE 
AND MANAGEMENT ISSUES

February 27, 1993

A u d it C on tro l N um ber:

Division of Legislative Audit
P.O. Box 113300, J u n e a u , A lask a  99811-3300

01-4454-93



LEG ISLATIVE BUDGET AND AUDIT COM M ITTEE

DIVISION OF LEGISLATIVE AUDIT

The Legislative Budget and Audit Committee is a 
permanent interim committee of the Alaska 
Legislature. The committee is made up of five 
senators and five representatives, with one alternate 
from each legislative chamber. The chairmanship of 
the committee alternates between the two chambers 
every legislature.

The committee is responsible for providing the 
legislature with audits of state government agencies. 
The programs and activities of state government now 
cost more than S5 billion a year. As legislators and 
administrators try increasingly to allocate state 
revenues effectively and make government work more 
efficiently, they need information to evaluate the work 
of governmental agencies. The audit work performed 
by the Division of Legislative Audit helps provide 
that information.

As a guide to all their work, die Division of 
Legislative Audit complies with generally accepted 
auditing standards established by the American 
Institute of Certified Public Accountants and with 
government auditing standards established by the U.S. 
General Accounting Office.

Audits are performed at die direction of die 
Legislative Budget and Audit Committee. Individual 
legislators or committees can submit requests for 
audits of specific programs or agencies to die 
committee for consideration. Copies of all completed 
audits are available from the Division of Legislative 
Audit’s offices in either Anchorage or Juneau.

BUDGET AND AUDIT COMMITTEE

Senator Randy Phillips, Chairman
Senator Al Adams
Senator S*eve Frank
Senator Steve Rieger
Senator Bert Sharp
Senator Jay Kerttula (alternate)

Representative Terry Martin, Vice Chair 
Representative John Davies 
Representative M ark Hanley 
Representative Ron Larson 
Representative Eileen MacLean 
Representative Sean Parnell (alternate)

D IVISION OF LEG ISLATIVE AUDIT

Randy S. Welker, CPA 
Legislative Auditor 

Merle R. Jenson, CPA 
Deputy Leg slative Auditor

P.O. Box 113300 
Juneau, Alaska 99811-3300

(907) 465-3830, Juneau 
(907) 561-1445, Anchorage 
(907) 465-2347, Juneau FAX

- - ■ . ,



A L A S K A  S T A T E  L E G I S L A T U R E
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

D iv is io n  o f  L e g is la tiv e  A u d it

P .O . Box 113300 
Juneau, A K  99811-3300 

(907)465-3830
U K  07 1001 F A X  (907) 465-2347Feb rua ry 27, 1993

Members of the Legislative Budget 
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached report is 
submitted for your review.

OFFICE OF THE LIEUTENANT GOVERNOR 
DIVISION OF ELECTIONS 

SELECTED FINANCIAL COMPLIANCE AND MANAGEMENT ISSUES

February 27, 1993

Audit Control Number 

01-4454-93

The objectives of this audit were to analyze and evaluate selected Division of Elections 
(Elections) FY 92 and FY 93 expenditures, to determine Elections’ efforts to comply with 
the appropriations act, to review and assess personnel management issues, to review the 
appropriateness of contracts and Reimbursable Services Agreements, and to review the 
recently submitted requests for FY 93 supplemental funds. In addition, the audit discusses 
the effect of reapportionment and other external factors affecting Elections and the election 
process.

The audit was conducted in accordance with generally accepted government auditing 
standards. Our audit approach is further discussed in the Objectives, Scope, and 
Methodology section of this report. Results of our review are presented in the Auditor 
Conclusions and Recommendations sections of the report.

Randy S./ }tfelker, CPA 
Legislative Auditor
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OBJECTIVES. SCOPE, AND METHODOLOGY

In accordance with a Legislative Budget and Audit Committee special request and the 
provisions of Title 24 of the Alaska Statutes, we conducted a review of selected financial 
compliance and management issues of the Office of the Lieutenant Governor, Division of 
Elections (Elections). We reviewed levels of expenditures, personnel issues, and 
procurement practices.

Objectives

The specific audit objectives were:

1. To analyze and evaluate selected Elections FY 92 and FY 93 expenditures.

2. To determine Elections’ efforts to .comply with the appropriations act.

3. To review and assess personnel management issues.

4. To review the appropriateness of contracts and Reimbursable Services Agreements.

5. To review the recently submitted requests for FY 93 supplemental funds.

Scope and Methodology

We focused on issues that have occurred since the advent of the current administration in 
December 1990. To reach conclusions about this administration’s decisions and actions, we 
compared activity in this timeframe to that in prior periods.

There were several limitations on the scope of our work. These limitations impacted the 
extent of our analyses.

• Elections has been inconsistent in the manner in which financial activity is recorded 
on the state accounting system. This limited our ability to identify expenditures for 
comparison between fiscal years and to identify expenditures by function or by 
project.

• There has been high turnover of personnel in key positions and Elections lacks 
documentation supporting the basis of various management decisions. Therefore, we 
were unable to evaluate certain specific management decisions.

• We did not address any area of expenditures that was being investigated by the State 
Ombudsman.
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In addition, we heard many allegations of improprieties and mismanagement. It was not 
practical for us to pursue each and every complaint. However in instances where we did 
investigate the issues, we found some with merit and others to be unsubstantiated.

We evaluated the level of expenditures that occurred in FY 92 and FY 93, but also used 
expenditures reported in prior years to develop trend analyses. We compared the rate at 
which the appropriations were spent in our targeted years to previous election and non­
election years. We used these analyses to isolate increases in expenditures during FY 92 and 
FY 93. When possible, we identified whether increased expenditures were directly related 
to external factors or were the results of management decisions.

In order to address our audit objectives, we reviewed the following:

Internal Elections’ memorandums, correspondence, and other documents relating to 
their operations.

• Budget documents, requests for revised programs and supplemental appropriations, 
session laws, and other legislative information relating to Elections’ operations.

• Internal reports and documents prepared by the Office of the Governor, Division of 
Administrative Services.

• Financial reports from the state accounting system.

• Articles o f the Alaska Constitution related to apportionment and disbursement of 
funds.

• Alaska statutes related to various aspects of election operations.

• Applicable sections of the Elections’ policy and procedures handbook.

• Applicable sections of the State’s Administrative Manual.

Attorney General opinions and memorandums applicable to issues involving the 
election process and operations of Elections.

• Ombudsman closed case files related to complaints involving the election process and 
operations of Elections.

• Court documents related to reapportionment and the election process.

In addition, we conducted interviews with the following individuals and groups:

• Elections’ management and staff at the director and regional offices.

• Former employees o f Elections.
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Staff at the Attorney General’s office and Office o f Management and Budget. 

Executive Director, Reapportionment Board.

Employees at other state agencies who interacted with Elections during the 
reapportionment and election processes.

Administrative staff of the Office of the Governor.
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ORGANIZATION AND FUNCTION

The Division of Elections (Elections) organizationally falls under the auspices of the Office 
of the Lieutenant Governor. Alaska Statute 44.19.020 (1) directs the Lieutenant Governor 
to administer state election laws. Alaska Statute 15.10.105 directs the Lieutenant Governor 
to control and supervise Elections and to appoint a director of Elections. This statute gives 
the director of Elections the authority to act for the Lieutenant Governor in the supervision 
of central and regional election offices; the employment and training of election personnel; 
and the administration of all state elections, as well as those municipal elections which the 
State is required to conduct.

There are numerous statutes and regulations related to the election process. The statutes 
mandate elections and their frequency. Statewide primary and general elections occur every 
two years. When elections for national offices are held, those candidates are included on the 
ballots. In addition, statewide special elections, retention elections for the judicial system, 
and supervision of several local and regional elections occur throughout each year.

Statewide election districts are redrawn following each decennial census. This redistricting 
is the responsibility of the Governor and the Governor-appointed reapportionment board. 
The establishment of precincts within district boundaries is the responsibility o f Elections. 
The statutes give them the power to modify the boundary of a precinct and to establish or 
abolish a precinct.

Eligibility of candidates must be determined by the director of Elections who is also 
responsible for ensuring all qualified candidates’ names are on the ballot. Candidates not 
representing a political party may file a petition for placement on the ballot. Also, during 
national election years, limited political parties may petition to have their candidate placed 
on the ballot. Elections is responsible for ensuring the validity of the signatures on the 
petition.

Flections is responsible for printing and distributing ballots and other election materials. 
Statutes mandate publication of an Official Election Pamphlet prior to each general election. 
In addition, statutes require full public notice be given of each election. Following an 
election, upon timely receipt of a properly prepared application, Elections is aiso required 
to conduct recounts.

Prior to voting in an election, individuals must be registered to do so. Elections is 
responsible for maintaining records on voter registration. To accomplish this they maintain 
voter information on the computerized Voter Registration and Election Management System 
(VREMS). VREMS provides instant statewide, on-line access for the immediate update of 
voter rolls. Currently there are approximately 324,000 registered voters in the State of 
Alaska.

A registered voter may vote in person or by absentee ballot. The director o f Elections is to 
provide administrative supervision over the conduct of absentee voting. In areas where
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election supervisors do not have offices, persons may be designated to act as absentee voting 
officials.

Elections is also responsible for processing applications for the recall of the Governor, 
Lieutenant Governor, or a member of the state legislature. The director of Elections is 
responsible for certifying or refusing applications. When applications are certified, the 
director of Elections prepares the petition and, when returned, verifies signatures and ensures 
the number is correct.

To accomplish their statutory responsibilities, Elections is organizationally comprised of a 
director’s office and four regional offices. For FY 93, Elections waa budgeted 21 full-time 
and 2 permanent part-time positions. These positions were allocated between the director’s 
office, located in Juneau, and four regional election offices. The regional offices are located 
in Juneau, Anchorage, Fairbanks, and Nome.

In addition to permanent staff, the anticipated use of temporary employees is provided for 
in the annual budget. During election years the number of temporary staff needed is greater 
than non-election years. For FY 93, an election year, 43 temporary positions were budgeted. 
In FY 92, a non-election year, only 14 temporary positions were budgeted. The following 
graph shows the trend of budgeted permanent and temporary positions for the last six years.

Elections must also hire 
individuals to work at 
each poll and on various 
e l e c t i o n  b o a r d s .
Membership on each 
boara is established by 
s ta tu te s . E le c tio n  
supervisors are directed 
by statute to appoint, 
within their district, an 
election board and a 
counting board for each 
precinct. The director of 
Elections appoints a state 
review board and a data 
processing review board.

Administrative support for 
Elections and the Office 
o f  th e  L i e u t e n a n t  
Governor, like all other 
divisions within the Office of the Governor, is provided by the Division of Administrative 
Services (DAS). DAS distributes monthly financial reports for use by each division in 
monitoring their budgets and provides assistance in areas such as personnel and procurement.

Division of Elections 
Budgeted Permanent &  Temporary Positions 

FY88-FY93

FY88 FY89 FY90 FY91 FY92 FY93
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BACKGROUND INFORMATION

When the current administration came into office in December 1990, a decision was made 
by the Lieutenant Governor to ask for the resignations of all top management in the Division 
of Elections (Elections). Top management is comprised of the division director and regional 
election supervisors. In addition, staff in middle and lower positions were either asked to 
resign or voluntarily chose to leave because they expected to be replaced. This resulted in 
a 45% turnover of permanent positions within the first two months of the current 
administration. In some cases, the individuals replaced had been employed by the division 
for many years and had worked for more than one previous administration. By the end of 
our audit fieldwork (February 27, 1993), 87% of the staff employed at Elections when the 
current administration started are no longer employed there. Of the three remaining, two 
work in the director’s office and one in the regional office in Anchorage.

Alaska Statute 39.25.110 makes all positions within the Governor’s and Lieutenant 
Governor’s offices exempt. This has been inteipreted to mean it is within the Lieutenant 
Governor’s prerogative to choose to replace the staff at Elections.1 However, the decision 
to replace top management and other positions effectively eliminated most of the institutional 
knowledge within that division. The inexperienced staff who started at Elections had to deal 
with much more than just a normal election process. The closed primary caused by the 
republican rule presented an added dimension to Elections’ work. Reapportionment activities 
and related court decisions significantly affected Elections’ work and timelines related to the 
fall 1992 primary and general elections.

Republican Rule

At its March 31, 1990 convention, the Republican Party o f Alaska (RPA) adopted a rule to 
allow only registered republicans, registered independents, and those who stated no 
preference of party affiliation to vote in the republican primary election. Due to inaction on 
this issue, RPA filed a complaint in district court in an attempt to get the rule implemented 
for the August 28, 1990 primary election. For various reasons the court refused to require 
implementation.

In an April 1992 letter from the Attorney General (AG) of Alaska, he expressed his opinion 
regarding composition of ballots considering party rules. In May 1992, RPA filed a 
complaint in district court to have the 1992 primary conducted in accordance with their party 
rule using the ballot approach presented by the AG. The complaint contends that, even 
though Elections had known of the rule since mid-1990, they were not taking necessary 
actions to ensure implementation in the 1992 primary.

1 Currently ihcrc arc two court cases pending which were brought by Elections’ employees who were 
dismissed at the beginning of the current administration. Resulting court decisions may provide added perspective 
regarding die Lieutenant Governor’s authority.
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No action was being taken to change the ballots because the Office of the Lieutenant 
Governor and Elections did not feel they had statutory or constitutional authority to adopt 
new election laws, Also, during this time, the legislature was considering two bills that 
would change election ballots. The court concluded that the Lieutenant Governor had the 
authority to promulgate election regulations. On July 9, 1992, RPA and the State reached 
an agreement and emergency regulations were adopted to accommodate the party rule.

Republican Rule’s Effect on the Election Process

In order to meet its statutory deadline o f providing ballots to absentee voting officials, the 
division entered into a contract to have ballots printed from July 11 to August 10, 1992. 
Total costs for ballots increased by more than $100,000 over the previous election. The 
DataVote Mainframe software, which is used for ballot counting throughout Alaska, had to 
be modified to handle the counting of multiple ballots. This did not constitute any additional 
costs.

Some forms required revision as a result of the closed primary. Several instruction booklets 
and guidelines were printed for workers and review boards to instruct them in the new 
procedures. Ballot eligibility sheets were created and provided to the public to explain the 
new primary. Absentee applications were revised to allow individuals to request the proper 
ballot. Also, a new form was created to allow voters to change their party affiliation up to, 
and on, the day of the election. Facsimiles of the new ballots were placed in newspapers 
around the State.

Election workers had initially been trained in May and June for the fall 1992 elections. They 
had to be retrained following the decision to implement the closed primary. This was 
accomplished through production of a video that was distributed to all boards. The media 
consulting portion of producing this instructional video cost Elections $5,000. In addition, 
procedures were written to supplement the procedures handbook that had already been 
distributed.

Voter confusion over the new rule was expected to result in more questioned ballots. 
According to Elections’ staff, this necessitated the need to hire more election workers to 
review the ballots.

Reapportionment

Article VI o f the Alaska Constitution mandates that the Governor reapportion the house of 
representatives immediately following each decennial census. The Governor may also 
redistrict by changing the size and area o f election districts. A five-member reapportionment 
board is to be appointed to act in an advisory capacity to him. Within 90 days of the official 
reporting of the census, the board is to submit to the Governor a plan for reapportionment 
and redistricting. Within 90 days after receipt of the board’s plan, the Governor is to issue 
a proclamation.
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Any qualified voter may apply to superior court to compel the Governor to perform his 
reapportionment duties or to correct any errors in redistricting or reapportionment. Appeals 
are made to the supreme court.

Section 5 o f the federal Voting Rights Act requires a state to submit any changes in election 
law or procedure to the U. S. Department of Justice (USDOJ) for a d' ‘■srmination that the 
changes do not discriminate against minorities. This process is referre as preclearance.

On September 5, 1991 the Governor issued a proclamation of reapportionment and 
redistricting with an accompanying statement o f changes from the plan of the 
reapportionment board. In accordance with the federal Voting Rights Act, the plan was 
submitted to USDOJ and approved on April 10,1992. Meanwhile, the Governor’s plan was 
being challenged in superior court by Southeast Conference, a non-profit Alaska corporation; 
and others.

On May 11, 1992 after a 16-day trial, the superior court, citing numerous errors made by the 
reapportionment board, did not accept the plan but remanded it to the reapportionment board. 
An appeal was made to the supreme court and on May 28,1992 that court affirmed that the 
plan was unconstitutional. The case was remanded back to the superior court with 
instructions to devise an interim redistricting plan for use in calendar year 1992. The 
supreme court also ordered the superior court to remand the case to the reapportionment 
board for a final plan.

To comply with supreme court directions, the superior court ordered three special masters 
(chosen from party nominations) to devise a redistricting plan. When the plan was submitted 
by the masters, the superior court modified it and adopted it on June 18, 1992. However, 
the supreme court, on June 25, 1992, further revised the plan to reflect some additional 
changes. Since then, that plan, referred to as the interim plan, has been in effect. Currently, 
the reapportionment board is working on a final plan.

Reapportionment’s Effect on the 1992 Election Cycle

The aforementioned legal challenges and resulting legal decisions related to the Governor’s 
initial plan caused a delay in completing tasks necessary for an election (see Election Cycle 
Timeline in Appendix A). After a reapportionment plan is adopted, district maps must be 
drawn and precinct boundaries determined. Until the interim plan went into effect, 
candidates did not know in which district to file. This delayed the printing of some forms 
and ballots. In addition, voters had to be notified of their new voting precincts.

Because of the delays in getting a legally acceptable plan, the following statutory dates were 
changed by the superior court.

1. The candidate filing deadline was initially extended from June 1, 1992 to June 26 and 
later extended to July 8. The last day for a candidate to withdraw was changed to 
July 10, 1992.
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2. The date for the primary election was postponed from August 25 to September 8, 
1992.

3. The deadline for filing of materials for the Official Election Pamphlet was changed 
from July 15 to August 5, 1992. The mailing date for the Official Election Pamphlet 
was delayed to October 12, 1992.

4. The court delayed regional education attendance area and coastal resource service area 
elections from October 6, 1992 to March 2, *993.

Need for Maps as a Result of Reapportionment

As a result o f reapportionment, Alaska went from 27 to 40 election districts. Also, based 
on an Elections’ management decision, the number of precincts increased from 438 to 469. 
Virtually the whole State changed. Elections needed maps that identified districts to allow 
them to redraw and create precincts.

The reapportionment board had previously worked with the Alaska Department of Labor 
(ADOL) to create maps identifying Alaska’s new districts. These maps were made available 
to Elections for drawing precincts and were sent by Elections to the USDOJ to obtain 
preclearance.

Once precincts were established by Elections, maps were needed to show candidates where 
they should file. Maps were also needed to assist in updating voter registration information. 
Voter registrations had to be 100% accurate so that registered voters were not 
disenfranchised or assigned to an incorrect district and precinct.

E lec tions ’ M app ing  Costs

Elections had initially planned to create their own precinct maps. To this end, Elections 
purchased their own computer and software capable of doing mapping in FY 91. According 
to the Office of the Governor, Division o f Administrative Services, Elections spent another 
$40,000 in non-personal service expenditures in FY 92 related to creating usable precinct 
maps. However, Elections determined that they did not have the expertise or the time 
necessary to gain the expertise in order to prepare usable maps.

Because of this, Elections entered into a Reimbursable Services Agreement with the 
Department o f Natural Resources (DNR) in February 1992. DNR provided a 10-person team 
for seven weeks to create required maps. DNR produced statewide maps and an atlas, which 
was necessary to show each of the precincts. DNR maps were used to supplant the ADOL 
maps that had been previously submitted by Elections to USDOJ. ADOL’s maps are said 
to have contained mistakes. USDOJ prcclearance was obtained based on DNR maps. DNR 
maps were top-quality, color maps that cost Elections $166,512. Funding for this 
expenditure was part of a $424,000 FY 92 supplemental appropriation to Elections.
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Elections had also entered into two contracts to provide backup assistance for mapping. 
Total costs incurred on these two contracts came to $21,000.

While the DNR maps were essential to obtaining preclearance and identifying precinct 
boundaries, they did not provide sufficient detail to permit the updating of required 
geographic information in the voter registration system. This was ultimately accomplished 
by Elections’ staff through the use of city and taxi maps.

DNR made a proposal that the voter registration system be reengineered to accept 
information electronically from the map database and vice versa. This would have facilitated 
automatic update of all voter registration records. Anchorage staff thought there was a 
possibility that this proposal would be adopted so they delayed updating voter registration 
files. When the proposal was not adopted, Anchorage ran 24-hour shifts in August of 1992 
to accomplish the required updates. The other regions had not expected DNR assistance so 
they had been doing input on an on-going basis. While we recognize that Elections incurred 
personal service expenditures related to mapping and updating voter information, their lack 
of records and inconsistent recording of financial transactions does not allow us to determine 
a cost for this work (see Recommendation No. 3).

Division of Elections’ FY 93 Budget

While there are circumstances that are unique to the FY 93 election year, some had been 
anticipated and included in the agency’s budget request. For example, the division requested 
funding in FY 93 to train workers and to print multiple ballots to accommodate the changes 
anticipated by the republican rule. Also, funding was requested to defray costs associated 
with creating additional precincts as part of reapportionment. Costs related to additional 
precincts included booths, curtain sets, ballot punches, boxes, and workers.

It should be noted that the amount submitted in the Governor’s FY 93 budget request for 
Elections’ operations was reduced by approximately $410,000 prior to the legislature 
adopting the FY 93 budget act. Except for supplies, funding in all expenditure categories 
was reduced from the Governor’s request. The most significant reductions were related to 
requested reappoitionment implementation equipment and contractual services for the primary 
election. They were reduced by $102,000 and $160,000, respectively. Travel costs to 
accommodate changes in the primary election were also reduced.

In anticipation of needing additional funding for FY 93, Elections drafted a supplemental 
appropriation request to be considered during the June 1992 special session. Their draft 
identified potential need of approximately $1.6 million for FY 93. An initial Office of 
Management and Budget (OMB) analysis of the request reduced the amount to be further 
researched to $961,000 after eliminating duplicate items, items already appropriated, and 
other unsupported items.

ALASKA STATi; LFXUSIATUKH -11- DtVlSlON OI; LliCllSIATlVl! AUDIT



No further review or analysis of the remaining $961,000 balance was performed based on 
the Governor’s decision to exclude the supplemental request from his agenda and limit the 
Second Special Session to the subsistence issue.

Our review of the OMB analysis and the now pending $891,500 supplemental appropriation 
request introduced on January 27, 1993 indicates that it is merely coincidental that the 
$961,000 balance is similar in magnitude to the amount of the current request. The 
components of the current request vary significantly by expenditure group from the 
components of the $961,000 balance. For example, personal services have decreased by 
$475,500 from an original estimate of $831,500 to a current estimate of $356,000; while 
contractual services have increased to $518,800 from an original estimate of $129,000.
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STATE OF ALASKA 
Division of Elections 

General Fund - Operating 
Schedule of Expenditures and Encumbrances 

Compared with Appropriations 
Fiscal Years 1992 and 1993

Total
Appropriations Expenditures Encumbrances

Remaining
Balance

(Note 2)
Operating Programs

FY 92 Elective Operations
Personal Services $1,385,871 $1,384,615 $ -0- $ 1,256
Travel 88,892 88,832 -0- 60
Other Services & Charges 767,303 731,645 27,638 8,020

Supplies • 42,025 41,723 -0- 302
Capital Outlay 93,409 93,405 -0- 4

Total 2,377,500 2,340,220 27,638 9,642

FY 92 Notice of Elections .

Other Services & Charges 10,000 10,000 -0- -0-
FY 92. Total $2,387,500 $2,350,220 $27,638 $9,642

FY 93 Elective Operations (Note 1)
Personal Services $1,268,000 $1,370,060 $ -0- $(102,060)
Travel 113,600 110,028 150 3,422
Other Services & Charges 2,418,480 2,050,825 115,602 252,053
Supplies 39,900 42,328 2,092 (4,520)
Capital Outlay 2,420 3Z72 -0- (952)

FY 93 Total $3,842,400 $3,576,613 $117,844 $147,943 
(Note 3)

Note 1: FY 93 information obtained from the state accounting system as of February 27,1993. Expenditures do not 
include all biown FY 93 liabilities or obligation of the division.

Note 2: Includes original and supplemental appropriations. FY 93 includes a $90,000 supplemental appropriation 
passed by the legislature and approved by the Governor on February 18,1993.

Note 3: Due to incomplete recording of required financial transactions, FY 93 Elections balances, per the state 
accounting system, are not reflective of their actual financial condition. They have actually overexpended 
their FY 93 appropriation by more than $100,000.
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AUDITOR CONCLUSIONS

The election process faced by the Division of Elections (Elections) in FY 92 and FY 93 was 
unique in the volume and nature of external forces affecting timelines and work required.2 
For the first time in recent Alaska elections, a closed primary was held. Reapportionment 
occurs in ten year cycles and the computer process followed for the most recent 
reapportionment is not comparable to the less automated reapportionment of ten years ago. 
This period’s reapportionment resulted in lawsuits which forced delays on Elections. In spite 
of tremendous difficulties and external factors, Elections successfully held primary and 
general elections on the dates set (see the Background Information section).

While we recognize that Elections was dealing with unusual circumstances, we do not 
believe that responsible fiscal management was a driving force in the decision-making 
process.

Elections Exceeds Original Authorized Budget in Both FY 92 and FY 93

As early as January 1992, it became evident that Elections might overspend its original 
FY 92 appropriation absent additional funding from the legislature. For all practical 
purposes, Elections did overexpend their original FY 92 funding since a required $424,000 
FY 92 supplemental appropriation was not approved by the Governor until July 15, 1992, 
Fifteen days after the end of the fiscal year. The supplemental appropriation was passed by 
the legislature during the First Special Session of the Seventeenth Legislature which 
convened between May 13, 1992 and May 16, 1992. It was needed to prevent an 
appropriation shortfall for the division.

The schedule on the opposite page compares expenditures and encumbrances to total 
appropriations for FY 92 and FY 93 as of February 27, 1993.

Our review of expenditure levels for FY 93 indicates that Elections had overexpended its 
current year operating appropriation by December 1992. The graph on the following page 
depicts FY 93 expenditure levels, as reflected in the state accounting system (AKSAS), as 
February 27, 1993. Additional known liabilities of at least $250,000, which consists of a 
large reimbursable services agreement (RSA) obligation and numerous unpaid invoices, are 
not included as expenditures. AKSAS controls did not prevent the continuing 
overexpenditure of funds because all known liabilities and anticipated obligations had not 
been recorded (see Recommendation No. 3).

^ Ite  relationship between external factors which influenced the most recent election cycle and various 
activities performed by Elections are presented in the Election Cycle Timeline included in Appendix A to litis 
report. Also presented in conjunction with this timeline information is a pictorial view of expenditures incurred 
on a monthly basis during the same timeframe.
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Division of Elections 
Operating Budget and Actual Expenditures

FY 88 ~ FY 93
(NOTE 1)

$5,000,000
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$3,000,000

$2,000,000

$1,000,000
FY 88 FY89 FY90 FY91 FY92 FY93  (NOTE 2)

NOTE 1 FY 88, FY 90, and FY 92 are non-election years. FY 89, FY 91, and FY 93 are election
years.

NOTE 2 FY 93 expenditures were obtained from the state accounting system as of February 27,
1993 and do not include all known FY 93 liabilities or obligations of the division.

NOTE 3 FY 93 Supplemental Appropriations include a $90,000 supplemental appropriation
passed by the legislature and approved by the Governor on February 18,1993, and a 
request for an $891500 supplemental appropriation that is being considered by the 
legislature.
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Elections Did Not Make Sufficient Effort to Comply With Appropriations Act

In January 1992 the Office of the Governor, Division of Administrative Services (DAS) 
prepared projections that indicated there could be a possible overexpenditure of Elections’ 
original FY 92 appropriation. DAS provided these projections, which used historical 
expenditure trends from previous election cycles, to Elections as an early warning 
management tool to allow for adjustments of spending rates based on a thought-out plan. 
While DAS felt that their analyses were being met with disbelief (see Recommendation 
No. 4), that division continued to provide Elections with financial projection assistance.

At the end of FY 92, Elections sought and obtained a supplemental appropriation for FY 92 
(see comments on page 15). In addition to obtaining the supplemental appropriation, we 
were also told by staff that some purchases which would normally have been made in the 
non-election year of FY 92, were deferred until the FY 93 election year. Delaying these 
purchases likely compounded Elections’ current FY 93 overexpenditure situation.

The spending pattern for FY 93 was different from those in previous election years in that 
higher amounts were expended at a faster pace. Elections’ director has repeatedly claimed 
that reapportionment was the reason for unbudgeted expenditures. She has also stated that 
Department of Law and Office of Management and Budget officials pledged their support 
when it came time to request a supplemental appropriation for FY 93 (see Recommendation 
No. 1). We believe that the Elections director, based on her understanding of the situation, 
felt justified in making each expenditure and incurring each obligation during FY 93. While 
we recognize the difficulty in accomplishing the recent elections, we believe that Elections 
has displayed total disregard of their financial responsibility to spend within their 
appropriation authority.

Analyses of expenditure patterns provided by DAS continued to be ignored by Elections. 
The administrative officer at Elections during the period of the 1992 primary and general 
elections also prepared projections and issued spending pattern warnings. These too went 
unheeded by the director and the Lieutenant Governor. Finally in November 1992, attempts 
were made to prolong Elections’ operations. Steps taken in this effort such as laying off 
temporary employees, reducing some permanent staff hours, and cancelling contracts were 
appropriate. However, the staff reductions taken were insignificant in terms of overall cost 
savings and other more drastic measures were not employed. Instead, Elections, with 
assistance from DAS, the Office of the Lieutenant Governor, the Department of Law (LAW), 
and the Office of Management and Budget (OMB), took several inappropriate accounting 
actions to permit the continued expenditure of funds, even after total available FY 93 
appropriations had been exhausted.

A $242,000 RSA with Department of Administration, Division of Information Services (DIS) 
signed on November 4, 1992 was not encumbered as required (see Recommendation No. 1). 
A significant portion of the anticipated services had already been rendered by DIS by that 
time. Failure to encumber funds for the RSA permitted AKSAS to continue processing other 
Elections’ expenditures. Had the RSA been properly encumbered, our analysis indicates 
Elections would have been out of funds by December 1992.
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As a means to transfer a legal services contract obligation to another agency, Elections 
entered into an inappropriate $50,000 RSA with LAW. The agreement was signed by 
officials from LAW, Office of the Lieutenant Governor, DAS, and OMB (see 
Recommendation No. 5).

In our estimation, despite efforts on the part of DAS to “free-up” additional operating funds, 
Elections had overexpended their original FY 93 appropriation by more than $100,000 as of 
February 16, 1993. We consider this estimate to be very conservative. We assumed that 
most current encumbrances could be released for other uses and we intentionally 
underestimated pending payroll expenditures. A more realistic estimate would be 
approximately $240,000.

The incurring of additional obligations or expenditures by or for elections will be in violation 
of Alaska Statutes and the A'aska Constitution. One possible immediate action which could 
mitigate the current overexpenditure situation would involve a transfer of additional monies 
to the Governor’s Contingency Fund from other Executive Operations allocations via the 
revised program process. These additional contingency fund monies could then be made 
available to Elections to meet their current liabilities. Absent action of this nature or 
supplemental funding by the legislature, an immediate suspension of all division activities, 
and a furlough of all staff is seen as the most viable option available to the administration.

Personnel Decisions Lead to Poor Morale and High Costs

Elections’ employees who have worked for the current administration describe a picture of 
poor morale within the division. Two reasons most commonly expressed for the poor morale 
are that favoritism rather than hard work and job merit determines personnel actions and the 
excessive amount of overtime that was worked by some employees at Elections.

We found that Elections has had higher personal service expenditures in FY 93 than in 
previous election years and their FY 93 budget was exceeded (see above comments). Our 
analysis shows that by January 25, 1993, personal service costs exceeded the amount 
authorized for all of FY 93 by approximately 6%. We believe there are a number of factors 
that caused the high personal service expenditures. Both the termination of long-term 
employees at the start of the administration, followed by additional turnover in crucial 
positions, indirectly impacted personal service expenditures by creating the need for extra 
overtime. Direct causes of high personal service expenditures were significant range 
increases for some positions, the amount of unbudgeted overtime claimed, and the use of 
temporary employees in excess of budget.

The above actions that caused high personal service costs cannot be attributed solely to 
reapportionment and the other external factors described in the Background Information 
section of our report.
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Decision to Replace Long-Term Elections* Employees - The Lieutenant Governor and 
Elections’ director made a poor management decision by not considering the long-term 
consequences when they asked for the resignations of all top management and some mid- 
and lower-level ranges when they took office. As a result, Elections losi most of its 
institutional knowledge with the termination of those individuals (see Recommendation 
No. 2). We feel the resulting lack of expertise and understanding of election processes 
contributed significantly to the amount of overtime and number of temporary employees 
hired. Elections used additional human resources to make up for the loss of election process 
knowledge.

Turnover in Top Financial and Program Positions - Four of the top and mid-management 
positions at Elections have had high turnover since the advent of the current administration. 
This degree of turnover causes disruption to normal operations. It takes time for new people 
to understand and efficiently carry out their assigned tasks.

Top management includes regional election supervisors. One region has had two election 
supervisors while another region has had three election supervisors. Election supervisors are 
responsible for drawing precinct boundaries within their region and for overseeing input of 
voter registration and legal descriptions for their region, as well as general supervision of 
regional staff.

Mid-level management includes the positions of project coordinator and administrative 
officer. Three people acted in the position of project coordinator, which oversees the 
publication of the Official Election Pamphlet. TTie Official Election Pamphlet, which is 
mandated by statute, was a project that was picked up and put down as the project was 
passed from one employee to another. The position of administrative officer is the primary 
position charged with fiscal responsibility. Nine different people have acted in that 
administrative role since December 1990.

In spite of large pay range increases in the administrative officer position, Elections has 
found it impossible to keep this position filled. At the beginning of this administration, the 
position was classified as an administrative assistant at a range 16. When the administrative 
assistant, who had been at Elections for over 2 years, was asked to resign, it was because 
Elections wanted to change functions of the position. They did not feel the individual could 
act in the new capacity. The position was not upgraded at that time. Instead, the position 
was again filled at the administrative assistant level. The appointed individual only stayed 
in the position for five months.

Before the position was refilled, Elections upgraded the position to administrative officer at 
a range 18. The first person hired in this capacity stayed for only 6'A months. Again, 
Elections chose to increase the range of the position, this time to a range 20. The person 
who filled the position for five months was transferred to another position within Elections. 
Five more individuals have acted in the capacity of administrative officer since that time. 
The longest tenure has been six months. The last three employees to hold this position were 
paid at a range 21.
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Unbudgeted Overtime Worked by Permanent Staff - Many current and former Elections’ 
personnel state that the division’s permanent employees have very poor morale. One reason 
cited is the excessive amount of overtime employees worked in FY 93 in preparation for the 
primary and general elections. Individuals in ranges 17 and above did not earn overtime pay. 
The Elections’ director estimated that these 9 employees jointly worked about 3,500 hours 
in FY 93.

Permanent employees in ranges below 17 were eligible for overtime, as were temporary 
employees. We conducted an analysis comparing the First six months of FY 93 to the last 
election year, FY 91. We found that overtime for the first six months of FY 93 exceeded 
overtime for all of FY 91 by over $200,000.

Thirteen overtime eligible permanent employees have already been paid in excess of 
$110,000 from working more than 5,000 hours of overtime in FY 93. While it is humanly 
possible to work the overtime submitted in FY 93 for each employee, the distribution of 
overtime in Juneau and Anchorage does not seem reasonable. One Juneau employee had 527 
hours of overtime while another Juneau employee, being paid at the same range, only worked 
235 hours of overtime during the same period. An administrative assistant in the Southeast 
Region Office earned 318'/£ hours of overtime while the administrative assistant in the 
director’s office only had 23'A hours of overtime. In Anchorage, two employees were at 
the same range from October 1992 to February 1993. During this period one employee had 
328% hours of overtime while the other had I571/a hours of overtime.

Unequal distributions of overtime, such as the ones we have cited, often cause poor morale 
among staff. In addition, Elections would have benefitted by having overtime more evenly 
distributed among staff to avoid employee fatigue and resulting mistakes.

Use of Temporary Employees - As shown in the 
graph to the right, and further discussed in 
Recommendation No. 1, Elections exceeded 
budgeted staff months for temporary employees in 
both FY 92 and FY 93. We estimate that staff 
months worked in excess of budget accounts for 
$128,000 in personal service cost: for FY 93.

Lack of Documentation to Support Personnel 
Decisions - Another reason cited for poor morale 
is employees’ perception that personnel actions are 
directed by favoritism rather than job merit. As 
discussed in Recommendation No. 2, Elections can 
do little to dispel this perception since they lack 
documentation to support bases for decisions. We 
cannot, however, ignore the pervasiveness of 
disagreement with the employment practices voiced 
by those employees.

D iv is io n  o f E le c tio n s Budget aid Actual Staff Months for Temporary Employees
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Pay Ranges Increased for Some Permanent Positions - As discussed in Recommendation 
No. 1, the current administration chose to substantially increase the range of several 
permanent positions in FY 92. This increase had not been budgeted in FY 92 when it went 
into effect and, as a result, may have contributed to Elections overexpending their original 
FY 92 budget.

The increased ranges were budgeted for FY 93. We believe that the increased ranges, while 
budgeted, account for some of the increased expenditures in FY 93 as compared to prior 
election years. Our analysis indicates that after the first four months of FY 93, personal 
services costs had more than doubled those of the same period of the previous election year, 
FY 91. They also exceeded FY 89 expenditures for the same period by approximately 
$400,000.

Despite Elections’ Claims. Reapportionment is not the Sole Cause of Higher Expenditures - 
We compared FY 93 personal service expenditures to those of previous election years to 
determine if reapportionment was the sole cause for the higher expenditures. One of our 
analyses strongly indicates that reapportionment is not the sole factor in higher personal 
service costs. All work associated with reapportionment, which included redrafting precinct 
boundaries and inputting new precinct information into the voter registration system, was 
completed before the primary election in September 1992. Yet we found that 20% of 
Elections’ FY 93 personal services budget was expended during the month of November 
1992 alone. During the same month in election years FY 91 and FY 89, only approximately 
10% of personal services costs were expended. Therefore, the 10% increase in personal 
service expenditures for the month of November 1993 must be attributable to a factor other 
than reapportionment. We surmise that it was caused in part by the significant range 
increases given to previously lower-range positions and retention of a large number of 
temporary employees.

Some Contracts and Reimbursable Services Agreements are Appropriate. Others are Not

As of January 25, 1993, 58% of total recorded Elections’ FY 93 expenditures were for 
contractual services. The majority of contractual service expenditures were incurred in the 
General/Primary allocation. Ninety-six percent of total budgeted contractual services in the 
General/Primary allocation have already been exhausted. The total FY 93 amount expended 
through January 25, 1993 is more than that expended for the entire election years of FY 89 
and FY 91.

We reviewed contracts and RSAs that Elections entered into in FY 92 and FY 93. Our focus 
was on those related to the election process and reapportionment driven tasks. Most of the 
contracts were for normal, recurring costs of Elections. These contracts include the printing 
of ballots, printing of the Official Election Pamphlet, and hiring a firm to assist with the 
counting of election ballots. Other contracts were for services unique to the FY 92 and 
FY 93 election processes.

Two contracts were in response to election process changes caused by having a closed 
primary. Elections entered into one contract for $23,450 to develop an educational campaign
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designed to inform potential voters of changes to the statewide election process. A second 
contract for $5,000 was entered into with an individual for media consulting services to 
create a training video tor election workers. We believe that the scopes of these two 
contracts are justified and directly related to the closed primary.

Three contracts and one RSA were in response to reapportionment. The RSA was with the 
Department of Natural Resources (DNR). The description of services to be provided per the 
RSA states that DNR will provide Elections’ full support for their mapping and legal 
description project. The total cost to Elections for this RSA was $166,887. As discussed 
in the Background Information section, we believe that Elections benefitted from this RSA.

While two of the reapportionment contracts seem appropriate and properly justified, the third 
is of somewhat questionable benefit to Elections. One contract was entered into for $30,000 
and subsequently amended to $130,000. The contract scope of services stated that the 
vendor would provide, upon the request of Elections, specific programming assistance on the 
software used to develop the reapportionment precinct maps. The services on the contract 
were actually only used twice and cost Elections $16,000. The remaining balance on the 
contract was cancelled. We believe that the services are reasonable and that Elections 
displayed good foresight in planning for backup assistance on their mapping needs.

A second contract for $5,000 was entered into for technical and computer support on 
reapportionment related precinct mapping projects. Again, this contract seems justifiable.

The third contract, for $50,000 was with an Oregon consulting firm. While payments on-this 
contract were coded to the FY 92 Reapportionment project, the contract scope of services 
lists reapportionment as one of nine tasks to be performed by the vendor. We have been told 
by both former and current staff that this vendor was performing duties that had previously 
been performed by Elections’ staff. There is some feeling among those people that had the 
division not experienc :d the loss of institutional knowledge at the advent of the current 
administration, this contractor’s services would not have been necessary. Our review of the 
scope of services of the cor. jact indicates that many of the functions listed should have been 
responsibilities of the Elections’ director or her staff. These include assisting in the 
development and validation of management techniques used by the division, and determining 
the logistic placement and monitoring of appropriate Elections’ personnel needed for each 
function throughout the election processes.

While we did not note any contract procurement violations in our review of the contracts 
discussed above, three procurement violations on small procurements were reported to 
General Services and Supply by DAS. These procurement violations are discussed in 
Recommendation No. 1.

We reviewed two other significant RSAs entered into by Elections, one with DIS for 
$242,000 and one with Department of Law (LAW) for $50,000 The RSA for computer 
support and services with DIS is related to reasonable costs of the division and was budgeted 
for in FY 93. As discussed in Recommendation No. 1, this RSA was never encumbered. 
Although DIS has rendered approximately $230,000 of services on this RSA, they have never

ALASKA STATli LEGISLATURE -22- UIVISION Of- LEGISLATIVE AUDIT



been paid. Since Elections has already overspent their FY 93 appropriation, DIS will not be 
reimbursed without additional funding for Elections.

The RSA with LAW is an inappropriate method of transferring funds between appropriations. 
Our analysis of this RSA is presented in Recommendation No. 5.

Elections’ Requests for FY 93 Supplemental Appropriations Exceed Actual Needs

Elections submitted two requests for supplemental approoriations for FY 93 to the legislature 
for consideration in January 1993. The first was for $90,000 needed to hold mandated 
regional education attendance area (REAA) and coastal resource service area (CRSA) 
elections on March 2, 1993. The second was for an additional $891,500 to fund Elections’ 
operations until the end of the fiscal year and to allow payment of unpaid obligations.

We reviewed these requests and assessed their reasonableness in light of Elections’ current 
financial condition (see comments on page 15-18). Our review and analysis is summarized 
in the following section.

$90.000 REAA/CRSA Supplemental Appropriation Request - Funds needed for administering 
these required elections were part of Elections’ original FY 93 appropriation. Due to the 
level of expenditures for other purposes, Elections has exhausted their current year 
appropriation and requires additional funding. A supplemental appropriation of $90,000 was 
passed by the legislature and approved by the Governor on February 18, 1992 for this 
purpose.

Documentation provided by Elections and DAS, and our review of REAA/CRSA election 
costs from prior years, indicate that $90,000 is a reasonable estimate of the cost of 
conducting the REAA/CRSA elections. This amount closely parallels prior year costs to 
administer similar elections in the fall of 1991. According to their request, Elections intends 
to use the $90,000 supplemental appropriation for payment to election workers ($52,300); 
advertising ($23,500); and printing, polling place rental, freight, and supplies ($14,200).

Initial planning for the REAA/CRJA elections, which began several months ago, was funded 
with $25,000 made available to Elections from the Governor’s Contingency Fund. DAS and 
Elections plan to reimburse the contingency fund from the recently approved supplemental 
appropriation. In our opinion, these funds do not require repayment. Accordingly, we are 
recommending that any additional supplemental appropriation to Elections for FY 93 be 
reduced by this amount.

$891.500 Operating Supplemental Appropriation Request - According to Elections, this 
supplemental appropriation is needed to pay for operations for the remainder of FY 93 and . 
to pay current obligations for which no funds remain. They stated in their request that the 
additional funding is needed because they incurred extraordinary costs during the 1992
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general and primary elections and that they have insufficient balances in their appropriation 
to continue daily operations through June 1993.

The primary components of their request are as follows:

Personal Services
18 Full-Time and 2 Part-Time Staff 
2 Temporary Employees

$338,908
17.292 $356,200

Travel 14,100

Contractual Services 
DIS Computer Services 
Legal Services
Other (phoncs/printing/postage/ctc.)

310.000
125.000
83.800 518,800

Supplies 2.400

Total Requested $891.500

Documentation provided by Elections, DAS, and DIS was reviewed and analyzed. We also 
calculated estimates of anticipated monthly personal service expenditures at Elections for the 
balance of FY 93.

Our review and analysis determined the following:

Personal Services - Elections’ request for $338,908 assumes it is necessary to return 
18 permanent full-time (PFT) positions to 37.5 hour work weeks (some are currently 
filled for only 30.0 hours/v/eek) and retain 2 permanent part-time (PPT) positions for 
the remainder of the year. Since this number of positions is within Elections’ original 
FY 93 budget totals and approximates the number of PFT and PPT positions budgeted 
each year, this assumption seems .easonable. Our estimate of projected personal 
service expenditures for these positions confirms that the portion of this amount 
related to PFT and PPT positions is not unreasonable.

Also included in the $338,908 request is $5,600 for overtime that Elections believes 
it necessary to pay to a past employee. This employee supposedly worked the 
overtime hours, but was deemed overtime ineligible by the Department of 
Administration, Division of Personnel due to her employment status under the Fair 
Labor Standards Act. Accordingly, we propose that the requested supplemental 
appropriation be adjusted downward by $5,600.

We also do not believe that funding for additional temporary positions is warranted. 
Funding for this purpose was not included in Elections’ memorandum to DAS 
delineating their remaining estimated FY 93 needs. Therefore, we propose that the 
requested supplemental appropriation be adjusted downward by another $17,300.
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Travel - It is consistent with Elections’ operations to expect some need for travel 
during the remainder of the fiscal year. However, the amount requested for this 
purpose is in excess of that likely to be required. Travel can reasonably be limited 
to no more than $5,000 for the remainder of the fiscal year. This is estimated by us 
to be equivalent to 5 one week trips to Anchorage for Elections’ director. 
Accordingly, we recommend that the overall supplemental appropriation request be 
adjusted downward by $9,100.

Contractual Services

$310.000 for DIS Computer Services - Elections estimates the need for 
$310,000 to be used to pay for the services of DIS. Some of this is to be used 
to meet obligations already incurred but not yet paid, while the remainder is 
comprised of an estimate of needs for the remainder of the fiscal year.

Of the $310,000, $8,328 relates to an existing RSA for which services have 
already been provided and monies are already encumbered. Accordingly, there 
is no need for additional funds for the payment of this obligation. We propose 
that the Elections’ request be adjusted downward by this amount.

An additional $34,400 relates to an RSA for which services have already been 
rendered and, according to DIS fiscal staff, payment has already been made. 
There is no conceivable reason why additional funding would be required for 
this purpose. We recommend that the requested supplemental appropriation 
b? • djusted downward by an additional $34,400.

Of the remaining $267,272, the largest component is related to an RSA for 
computer chargeback totalling $242,000. Funds for this service were budgeted 
in FY 93, but no encumbrance was ever recorded by Elections (see 
Recommendation No. 1). As of January 22, 1993, a total of $214,725 had 
been billed on this RSA, but nothing has yet been paid. An additional $14,618 
is due for January 1993 chargeback. Payment of these past obligations and for 
any future DIS services per this RSA is required. Even when considering a 
possible 10%-15% chargeback rebate, which is probable per DIS, it is likely 
that the entire $242,000 will be needed by Elections during the current fiscal 
year. No adjustment to the requested amount is proposed.

The remaining amounts estimated to be required for DIS services are related 
to consulting to be provided to Elections on an as-needed basis. Since 
Elections no longer employs any data processing staff, it is reasonable to 
expect they will utilize DIS. Although the extent to which these services will 
actually be needed is not known, we will not propose any further adjustments 
to this request category.

Lceal Services - This $125,000 obligation was not budgeted. A contract for 
legal services was entered into by Elections to obtain representation for the
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Eiections’ director in a suit brought against her by the Governor. It relates to 
actions she took contrary to the recommendation of the attorney general in 
regards to recall certification. The attorney general ultimately granted her the 
authority to secure counsel, but said the costs would be paid by Elections.

At this time, the original contract has been amended downward to $50,000. 
Any billings received before this supplemental appropriation is approved will 
be paid by LAW (see Recommendation No. 5). To date, no payments have 
been made. Elections plans to reimburse LAW with supplemental funds and 
amend the contract back to the original $125,000.

In our opinion, $50,000 for legal services is required in order to encumber 
funds for the existing legal service contract when the inappropriate RSA with 
LAW addressed in Recommendation No. 5 is rescinded. No additional legal 
services obligations exist or are anticipated for the remainder of the current 
fiscal year. Therefore, we recommend that the requested supplemental 
appropriation be adjusted downward by $75,000.

Other (phones/printing/postage/etc.) - $83,800 of the request is attributable to 
this category. Of this, $50,000 is intended to be used to reimburse the 
Governor’s Contingency Fund. The rest relates to miscellaneous contractual 
services. This contractual services portion is not considered unreasonable.

The $50,000 requested to refund the contingency fund, however, is not 
considered a necessary cost of operations for Elections. In our opinion, these 
funds do not require repayment. Accordingly, we propose that Elections’ 
request be adjusted downward for this $50,000 and an additional $25,000 to 
offset the amount already made available to them for this expressed purpose 
in the $90,000 REAA/CRSA supplemental appropriation already approved (see 
comments on page 23).

Supplies - Due to the insignificance of the amount being requested for supplies, 
nothing was done to determine its validity. No adjustments to the amount requested 
are proposed.

Summary of Proposed Adjustments

Original Elections Request $891,500

Less: Past Employee Overtime
Temporary Employees 
Travel
Encumbered DIS Obligation 
Previously Paid DIS Bill 
Legal Services
Contingency Fund Repayments

$ 5.6C0 
17,300 
9,100 
8,328 
34,400 
75.000
75.000 224.728

Estimate of Actual Need $666,772
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Notwithstanding the fiscal mismanagement which led to the current situation at Elections, 
it is not possible for them to legally continue operations absent additional funding from the 
Governor’s Contingency Fund or a supplemental appropriation for the remainder of FY 93. 
The amount of supplemental funding requested, however, is in excess of that required.

In our opinion, if Elections manages their funds in a fiscally responsible manner, no more 
than $667,000 in supplemental funding is needed for their operations for the remainder of 
FY 93. We highly recommend that Elections work closely with DAS to ensure controls are 
imposed to guarantee that any additional funds are expended in accordance with the mandate 
of the legislature (see Recommendation No. 4).
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RECOMMENDATIONS

Division of Elections (Elections) must improve their fiscal management and make concerted 
efforts to operate within the constraints imposed by law, regulation, and the appropriation 
process.

Elections has violated statutes, regulations, and administrative policy in many areas. They 
have overexpended their appropriations, failed to encumber obligations, incurred procurement 
violations, and have not paid vendors in a timely manner. These problems are partly 
associated with Elections not utilizing the services and advice of the Office of the Governor, 
Division of Administrative Services (DAS) and partly the result of high turnover in the 
administrative officer position (see Recommendation No. 2). But, the underlying cause is 
in not having a management team that understands these processes and is committed to 
compliance with them.

Overexpenditure of Appropriations

Total Disregard of Fiscal Responsibility - Elections has displayed total disregard of their 
financial responsibility to spend within their appropriation authority. At the end of our field 
work, we estimate the division has overexpended their FY 93 operating appropriation by 
more than $100,000. According to the director of DAS, Elections’ appropriation -was 
exhausted by December 1992. See the Auditor Conclusions section for additional analyses.

Elections’ director indicates that she was given a mandate to accomplish a specific task - 
having a primary and general election. The task seemed insurmountable with the external 
factors that were driving the work (see the Background Information section). She felt that 
she was assured by high level officials within the Department of Law and Office of 
Management and Budget that she must do whatever she had to do to accomplish the task, 
whatever the cost. She believed that those officials would support her request for a 
supplemental appropriation when it was presented to the legislature.

Officials she indicated having given her this assurance explained to us that their discussion 
was not intended to be a blanket approval to ignore prudent fiscal management. While they 
recognized a supplemental appropriation would be necessary, they assumed normal fiscal 
controls would be in place and that a supplemental request would be supported by the 
justifiable expenditures of the division.

Unbudgeted FY 92 Personnel Actions - There are numerous examples in several budgetary 
line items in both fiscal years 1992 and 1993 where Elections’ actions display disregard for 
appropriation and budgetary constraints. Our review of personnel issues at Elections 
indicates to us that responsible fiscal management was not a driving force in making 
personnel decisions. In fiscal year 1992, when a supplemental was necessary, Elections

Recommendation No. 1
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FY 92 D o u b le  F illed  P o s itio n s

Elections has double filled various 
positions for extended periods of time. 
While double-filling positions is not 
prohibited, most agencies do not make 
a practice of this because their budget 
will not support the added expenditure. 
Elections double-filled five positions; 
two positions for 1!4 months, one 
position for 214 months, and two 
positions for 3V£ months. This total of 
12Vz months when positions were 
double-filled were all in fiscal year 
1992.

;::w

■

chose to hire staff at ranges higher than 
budgeted and also chose to double fill 
positions for a total of 1214 months.

The current administration chose to 
substantially increase the range and step of 
several permanent positions. Two positions 
that had been at range 16 were increased to 
a range 18 then ultimately changed to a 
range 21. This resulted in a net increase of 
approximately $14,000 per year in base pay 
for each of these positions. One of the two 
positions had been a range 16 for ten years.
A third position which had been a range 8 
for 7 years was changed to a 14, then down 
to a 10. In FY 92 these three positions 
were paid at ranges higher than budgeted.
However, the FY 93 budget did reflect the      1,1
new ranges and steps actually being paid.

FY 92 also had higher than budgeted salary expenditures for temporary employees. 
Elections had to hire temporary employees to prepare for the primary and general elections. 
As shown in the graph on page 20, Elections had budgeted 14 temporary positions in FY 92 
for a total of 29 staff months. Temporary positions were filled for a total of 62 staff months 
during FY 92. This exceeded budgeted staff months by 33.

FY 93 Personal Services Exceed Budget bv More than $238.000 - Elections continued to use 
temporary employees in fiscal year 1993. Again, Elections exceeded the budgeted number 
of temporary employees hired in both number and total staff months. Elections had budgeted 
43 temporary positions. But between mid-July to mid-August of FY 93 there were 46 to 47 
temporaries on staff. Staff months were budgeted at 150, but halfway into fiscal year 1993, 
Elections has already used 201 staff months (see graph on page 20). Considering an average 
pay range of 8, at step A, this equates to $128,000.

In addition to exceeding staff months for temporary employees, unbudgeted overtime of 
$110,000 was paid to permanent staff in fiscal year 1993. Because Elections had nearly 
exhausted their FY 93 appropriation shortly after the general election, Elections terminated 
all temporary employees at the end of November. At the same time, permanent staff in non- 
supervisory positions were reduced to a 30-hour work week. This less than significant 
gesture had little effect on the current year shortfall situation.

Travel Expenditures - One situation that occurred in the travel line item, while not high in 
dollars, illustrates Elections’ flagrant disregard for proper fiscal management. An Anchorage 
employee was temporarily assigned to Juneau for an extended period. A personnel action 
was signed by Elections’ director making Juneau the employee’s new work station. This 
meant the employee would not be eligible for travel per diem while in Juneau. Three months
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after the employee had started working in Juneau, her work station was retroactively changed 
back to Anchorage effective the date she left for Juneau. This change meant that Elections 
owed the employee per diem for the period she was in Juneau, which was paid by Elections. 
Since the employee’s work station was now Anchorage, she was no longer eligible for per 
diem while on travel status to Anchorage.

But she inappropriately received a $1,000 travel advance processed on a field warrant for 
travel to Anchorage. Since the employee had work-related fuel charges in the amount of 
$93.67, DAS notified Elections that the employee needed to reimburse Elections for $906.33. 
Elections asked DAS to recalculate the per diem overpayment. DAS complied and came up 
with the same result. Elections asked for another recalculation with additional information 
on dates and locadons. DAS provided Elections with the additional information requested. 
DAS’s second review still concluded that $906.33 was overpaid to this employee. Elections 
proposed a per diem scenario that would not only eliminate the overpayment to the 
employee, but cause an additional amount to be owed. But this scenario did not take into 
account the work stations as established by Elections’ director. DAS’s finance officer 
responded to the director, which was copied to the Lieutenant Governor, by saying that there 
was no basis on which to pay the employee per diem barring retroactive changes to her work 
station. The finance officer then added, "However, further retroactive changes would also 
serve to create the appearance o f manipulating the State system to benefit an individual."

The division director responded by writing a memorandum and preparing two personnel 
action forms dated January 24, 1993 to retroactively change the employee’s work station. 
The memorandum and personnel actions were signed by the division director and initialled 
by the Lieutenant Governor. One personnel action retroactively changed the employee’s 
work station to Juneau when the employee was in Anchorage. The second personnel action 
reassigned the work station as Anchorage after the general election. The results of these 
actions cause the $906.33 overpayment to be eliminated and create the need to pay the 
employee an additional $2,700 in per diem. We agree with the finance officer’s statement 
that the state system is being manipulated to benefit an individual. Since the retroactive 
change occurred in January 1993, Elections’ director and the Lieutenant Governor were both 
well aware of the financial crisis that existed within the division. The lack of sufficient 
balance in their FY 93 appropriation did not seem to enter into the decisions made.

Overexpenditure Summary - The situations explained above indicate Elections’ lack of 
understanding and concern with complying with the annual appropriated budget. Alaska 
Administrative Manual 25.040 explains the legal significance of the annual appropriated 
budget.

The annual appropriated budget authorizes and provides the basis for control 
o f financial operations during the fiscal year. The appropriations constitute 
maximum expenditure authorizations during the fiscal year, and cannot legally 
be exceeded unless subsequently amended by the legislature.

We recognize that a supplemental appropriation for FY 93 was anticipated even prior to the 
beginning of the fiscal year; however, we are not convinced that all steps were taken to
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operate Elections with prudent fiscal management. Had Elections used reasonable care when 
making expenditures, the supplemental request may have been substantially less. Elections 
should improve their financial management and operate within the constraints imposed by 
the appropriation process.

Encumbering Obligations

Encumbrances are required by administrative policy and generally accepted accounting 
principles to be recorded in certain instances. Section 30.010 of the Alaska Administrative 
Manual (AAM) states that encumbrances must be recorded for contracts estimated to cost 
$5,000 or more. Reimbursable Services Agreements (RSAs) are contracts for services 
between state agencies that should follow the same rules as contracts with private vendors 
per AAM 25.160.

Elections did not establish an encumbrance for an RSA entered into with Department of 
Administration, Division of Information Services (DIS). At the time the RSA for $242,000 
was signed by both agencies, Elections did not have a sufficient balance to allow 
encumbering for this obligation. At that time DIS had already performed services related 
to the agreement in excess of $200,000. No funds were ever encumbered in relation to this 
RSA. Elections simply chose to ignore the RSA obligation.

By not establishing an encumbrance to restrict existing funds for the RSA with DIS, the state 
accounting system permitted Elections to continue to make other purchases. This allowed 
Elections to overexpend their appropriation in the non-personal service accounts. Elections 
needs to establish encumbrances for all known obligations to help prevent future budget 
shortfalls and assist in responsible fiscal management.

Procurement

According to documentation provided by DAS, Elections committed three procurement 
violations during FY 92 and FY 93. One of the violations was caught by DAS’s supply 
officer and two were identified by the administrative officer at Elections at that time. While 
the circumstances regarding each incident were differe.it, the cause in each case was staffs 
unfamiliarity with the state procurement code.

In the first incident, an administrative assistant rented a copier for one month at a cost of 
$325. The project for which she rented the copier was larger than anticipated so she did not 
return the copier until the job was completed four months later. Since the total cost came 
to $1,210, Elections should have complied with 2 AAC 12.400. This regulation requires that 
for the procurement of supplies, services, or construction between $1,000 and $5,000 that at 
least three firms or persons be contacted for quotations. Since Elections did not do a 
solicitation for the rental of the copier, a procurement violation occurred.

In the second incident, Elections had a delivery order for $4,750 established with a vendor 
for producing camera-ready district maps. This delivery order was increased by $2,630 
without submitting a Request for Alternate Procurement (RAP) to General Services and
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Supply (GSS). An increase of this magnitude, without approval from GSS, is in violation 
of AAM 81.250 which addresses steps to follow for unanticipated amendments.

In the third incident, Elections did submit a RAP for a sole source, emergency purchase to 
GSS. Before the RAP was approved or even submitted to GSS, an employee at Elections 
had already faxed the vendor an authorization to proceed.

In their investigation of the three incidents, which was submitted to GSS, DAS stated that 
they were mandating Elections submit all purchase requests through Elections’ administrative 
officer. It will be the administrative officer’s responsibility to ensure that all requests for 
purchases are made in accordance with the state procurement code. We concur with DAS’s 
mandate.

Untimely Payment of Vendor Invoices

Elections’ average invoice payment date is more than 30 days. In many instances Elections 
has taken over three months to pay vendors, and in some cases as long as five months.

The payments were late because of Elections’ failure to approve and forward the invoices 
to DAS for input and certification in a timely manner. Upon receipt of an invoice, Elections 
date stamps the invoice. The approval date was often a month after the date Elections 
showed receiving the invoice. Once the approved invoice was transferred to DAS, payment 
usually took place within three or four days. The overall lag time indicates that bill paying 
seems to have been a low priority of top management at Elections.

Alaska Statute 37.05.285 requires that payment for purchases and goods or services, with 
some exceptions, must be made by the date specified under contract or by 30 days after 
receipt of a proper billing. The statute goes on to require the payment of interest at the rate 
of 1.5 percent a month if payment for goods or services is not made on or before the 
required payment date. Had interest been requested and paid as required, Elections would 
have further overexpended their appropriation. In accordance with 2 AAC 15.115(b), it is 
the policy of DAS that interest is only paid when requested.

Elections should develop and implement procedures to ensure that bills are paid in a timely 
manner.

Recommendation No. 2

Elections should, in conjunction with DAS, establish personnel management practices that 
reflect sound merit principles of employment. As an alternative, to avoid future reoccurrence 
of undocumented hiring practices and personnel decisions, the legislature should explore the 
possibility of making all non-nolicv making positions in Elections nart of the State’s non­
exempt service and subject to the rights and protection granted in the State Personnel Act.
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An individual’s right to vote is guaranteed in the Constitution of the United States. Alaska 
has adopted statutes and regulations to ensure that voters in Alaska are not disenfranchised. 
It is imperative that prudent management practices be followed to ensure compliance with 
these statutes and regulations. Poor personnel management decisions increase the potential 
that essential elements of the election process will not be completed efficiently or accurately. 
The risk of this occurring, and therefore compromising the election process, must be 
minimized.

Alaska Statute 39.25.110 makes all positions within the Governor’s and Lieutenant 
Gvwemor’s offices exempt from the provisions of the State Personnel Act. The current 
Lieutenant Governor chose to replace many of the staff at Elections when he took office. 
Prior administrations have generally chosen to replace only the division director or, in some 
cases, the director and the regional elections supervisors. Non-policy making positions have 
previously been left intact to prevent the loss of institutional knowledge and skill within the 
division.

Filling of Exempt Positions

Current Office of the Governor procedures exist which define the manner in which exempt 
positions shall be filled within the department. According to these Standard Operating 
Procedures (SOPs), positions can be filled by political appointment or by following 
recruitment procedures which are described in the SOPs. Political appointments are typically 
used for top level positions such as directors, while the prescribed recruitment SOPs are 
generally followed for positions below director level.

Elections is composed of five separate offices, the director’s office and four regional offices. 
Some of the positions in the director’s office have been filled by the Lieutenant Governor 
and other positions have been filled by the director. The election supervisor in each region 
hires the pop le  to work in that region. Under the current administration, the positions in 
the five offices have not been filled by open recruitment, such as advertising in a local 
newspaper. Instead, the positions are filled by individuals who bring unsolicited resumes to 
the office or through hiring contacts of current Elections’ employees. While we were told 
that interviews were held with prospective employees, Elections did not maintain any 
documents to support their hiring decisions.

A past regional supervisor informed us that she felt pressure to hire some individuals she 
believed to be unqualified but were friends of the Elections’ director or the Lieutenant 
Governor. Our review indicates that many individuals appointed into positions at Elections 
had in fact previously worked on various campaigns of the Lieutenant Governor. Current 
and former employees at Elections have stated that, in some cases, the person appointed to 
a given position appears to have been selected based on this association instead of their 
actual qualifications for the job.
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Appointment to Administrative Assistant/Officer Position

According to the director of Elections, the person to fill the administrative assistant/officer 
position has usually, if not always, been selected by the Lieutenant Governor without 
significant input from her. We believe the director should be actively involved in the filling 
of this fiscal position. This position, which was a range 16 at the beginning of the current 
administration and has since been upgraded to a range 21, has experienced a great deal of 
turnover. Nine employees have held this position since December 1990, with the longest 
period of responsibility being months.

While AS 15.10.105 states that the Lieutenant Governor controls and supervises Elections, 
the same section also describes the duties of the division director. One duty of the division 
director is “the employment and training o f election personnel.” Perhaps by having the 
director involved in the selection process of a position that she directly supervises, there 
would be less turnover in this key financially responsible position.

Personnel Actions and Employee Morale.

Elections did not document the basis for decisions relating to employee promotions, hiring, 
demotions, and terminations. Positions that had been established at certain ranges for a 
number of years were increased immediately by the new administration, and then constantly 
readjusted both upward and downward in the following months. According to the Elections 
director, she advanced employees by several ranges for temporary periods of time as a 
motivating tool to accomplish a specific work objective.

Poor morale has developed at Elections. One of the reasons for the poor morale, according 
to current and former employees, is the perception that favoritism, rather than job merit, 
controls personnel actions. Because Elections does not adequately document their personnel 
decisions, we were unabie to dispel the possibility that favoritism may have played a role 
in personnel actions. However, neither can wu ignore the pervasiveness of disagreement with 
the employment practices voiced by those employee:.

Following are three examples which illustrate employee concerns with the inequity of 
personnel actions that affected their jobs.

1. At the end of November 1992, when non-supervisory staff hours were reduced to 30 
hours a week because of the budget crunch, one person’s hours were cut to 15 hours 
per week. This reduced work week meant the person was not eligible for any state 
benefits, including health insurance. This same person was also told his range had 
been decreased. The employee stated in his resignation letter, "All I want is to be 
treated the same as everyone else in this office”

2. The director of Elections has stated that the reason one non-decisionmaking employee 
was terminated at the beginning of the current administration was because his position 
was going to be upgraded and he did not meet the new requirements. While this 
position was eventually upgraded, it was filled for five months by another person who
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is said to have possessed no more budgetary experience than the individual terminated. 
The terminated employ ee received an out-of-court settlement related to this dismissal.

3. One regional supervisor explained the “catch-22” situation of that position. The 
employee explained in a letter to the Lieutenant Governor that Elections’ staff are 
forbidden by AS 15.10.105 to participate in any foim of political activity other than 
voting. The employee went on to say, “Ironically, the Division falls administratively 
under the Office o f the Governor, which puts us in the position o f having to vie with 
loyal party campaign workers fo r  our positions while we follow the line o f  strict 
neutrality.”

Elections should formalize the process of hiring, promoting, demoting, and terminating 
personnel by documenting the bases for these personnel actions. Rather than develop their 
own personnel procedures, Elections should abide by current DAS SOPs. These procedures 
already address the issues of advertising an open position, interviewing and selection 
techniques, and performing employee evaluations. Elections should utilize the services of 
the Office of the Governor, Personnel Office when taking personnel actions to reduce the 
possibility of violating an applicant’s or employee’s civil rights.

Legislative Alternative

Absent corrective action on the part of the Office of the Lieutenant Governor and Elections, 
the legislature should consider the possibility of making all non-policy making positions in 
Elections part of the State’s non-exempt service and subject to the rights and protections 
granted under the State Personnel Act.

The State Personnel Act, AS 39.25, is based upon the merit principle of employment. 
AS 39.25.010 explains what the merit principle of employment involves:

»
(1) recruiting, selecting, and advancing employees on the basis o f  their 

relative ability, knowledge, and skills, including open consideration o f  
qualified applicants for initial appointment;

(2) regular integrated salary programs based on the nature o f the work 
performed;

(3) retention o f employees with permanent status on the basis o f  the 
adequacy o f their performance, reasonable efforts o f temporary duration 
fo r correction in inadequate performance, and separation for cause;

(4) equal protection o f applicants and employees with regard only to 
consideration within the merit principles o f employment; and

(5) selection and retention o f an employee's position secure from political 
influences.
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By enacting legislation to make Elections part of the non-exempt service, which is covered 
by the State Personnel Act, the legislature could assure institutional knowledge would be 
maintained during changes of administrations. Also, that the merit principle of employment 
would be followed.

Recommendation No. 3

We recommend that Elections use the accounting features available through the state 
accounting system (AKSAS) as a management tool and ensure that all financial activity is 
properly recorded.

Alaska Administrative Manual 10.070 gives agencies the authority to set up detail accounts 
below the statewide level to accommodate particular accounting and reporting requirements. 
Given the unique circumstances (e.g., reapportionment, republican rule, and recall) affecting 
Elections in FY 92 and FY 93, design and establishment of adequate and appropriate 
accounting structures was crucial. Elections did establish various collocation codes and 
ledger codes to track expenditures by region and for some specific functions, but their use 
is limited and inconsistent.

Responsibility for Proper Accounting and Controls - Although familiarity and day-to-day 
working knowledge of AKSAS accounting structures and relationships is commonly the 
responsibility of a division’s administrative officer and administrative staff, ultimate 
responsibility rests with their supervisors.

In the case of Elections, ultimate responsibility lies with the division director and the 
Lieutenant Governor. Unfortunately, the level of working and conceptual knowledge of the 
State’s accounting system possessed by these individuals is limited. Numerous features 
available through the accounting system to assist management in formulating plans and 
monitoring progress and financial condition have gone unused. In our opinion, this lack of 
knowledge, coupled with high turnover in the administrative officer position, contributed 
significantly to the Division of Elections’ current overexpenditure situation.

Inconsistent and Incomplete Accounting Records - We found inconsistent and incomplete 
coding of expenditure transactions by project. Because of this, it is not possible, for 
example, to readily determine the actual cost of all Elections’ expenditures related to 
reapportionment or to isolate costs incurred specific to the effects of the closed primary. 
Another example of inadequate expenditure control involves Elections’ $424,000 FY 92 
supplemental appropriation.

During the First Special Session in 1992, the legislature passed a supplemental appropriation 
for Elections. The act reads, “The sum o f $424,000 is appropriated from the general fund  
to the Office o f the Governor, division o f elections, fo r the redrafting o f precinct boundary 
maps related to the 1991 reapportionment for the fiscal year ending June 3 0 ,1992"
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Since this supplemental appropriation is for a specific purpose, it should have been 
established as a separate appropriation. This was not done. Instead, the $424,000 was 
simply added to Elections’ existing FY 92 operating appropriation. As a result, it is not 
possible to readily identify from the accounting records that the appropriated funds were 
spent in accordance with the mandate of the legislature.

Specific Coding Errors - Examples of the type and nature of coding errors noted during our 
revir v include the incorrect recording of an Anchorage employee’s pay to the director’s 
office collocation code, failure to allocate a vendor payment between appropriate project 
codes, and failure to allocate personal services expenditures to the projects on which 
employees were working.

Encumbrances - Encumbrances are required to be established in certain instances. They can 
also be used a management tool to permit greater control over an agency’s budget. Elections 
does not use encumbrances as a management tool and has failed to record encumbrances in 
some instances where they are required (see Recommendation No. 1). Failure to record 
encumbrances distorts an agency’s true financial position in that balances in the accounting 
records are not reflective of all obligations of that agency.

In summary, Elections’ limited use of controls and features provided in AKSAS has resulted 
in their inability to adequately track expenditures and monitor their budget. Elections is also 
unable to substantiate that funds were expended in accordance with their appropriations. We 
recommend that Elections use the accounting features of AKSAS as a management tool and 
establish additional controls to ensure that all financial activity is recorded in accordance 
with established policies, procedures, and administrative requirements.

Recommendation No. 4

Elections should take the necessary steps to rekindle the previous longstanding, positive 
working relationship with DAS.

Elections could have avoided many of the problems addressed in preceding recommendations 
if they had sought anJ relied on the expertise available in DAS. DAS has historically 
worked closely with management of the Division of Elections. Under the current 
administration this has not been the case.

In addition to a division director with many years of state experience, DAS has a payroll 
officer, a finance officer, and a procurement officer each with the necessary knowledge and 
experience for their respective fields. Since DAS is a service organization, they are able to 
support divisions under the Office of the Governor (OG) that need assistance or advice in 
any of these technical areas.

DAS’s responsibilities to other OG divisions in the area of budget monitoring are as follows:

1. Monitor authorization balances and expenditures.
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2. Provide a variety of monthly AKSAS financial reports.

3. Provide budget analysis and expenditure projections.

4. Research and discuss “red flags” with appropriate staff.

5. Provide additional support as needed.

DAS feels that Elections has not been responsive to many of their suggestions. When DAS 
determined that Elections was headed toward financial shortfall in January 1992, they 
provided numerous expenditure projections, trend analyses, and prior year comparisons. 
DAS believes their forewarnings and analyses were met with total disbelief.

According to the director of Elections, she lost trust in DAS’s director when he bypassed her 
and provided financial information about her division directly to the Lieutenant Governor. 
As a result, she did not trust him personally and began to question the validity and accuracy 
of any information he provided. Information provided during FY 93 was also viewed as 
unreliable.

To promote and ensure overall efficiency and economy, it is imperative that Elections rely 
on the services and expertise available within DAS.

Elections’ lack of reliance on DAS contributed significantly to the problems addressed in 
Recommendation Nos. 1 through 3. Failure by Elections to heed DAS’s warnings-and 
recommendations regarding spending patterns is partially responsible for the extent to which 
Elections overexpended their FY 93 budget (see the Auditor Conclusions section).

Recommendation No. 5

The use of RSAs by the Department of Law (LAW): Office of the Governor, Division of 
Administrative Services; Office of Management and Budget: and the Office of the Lieutenant 
Governor should be limited to instances where services are to be provided by one state 
agency on behalf of another. RSAs should not be used to circumvent the appropriation 
process.

On January 31,1993, OG entered into a $50,000 RSA with LAW. Per the agreement, LAW 
is the requesting agency party to the RSA and Elections is the servicing agency. The 
following is the description of the services to be provided:

This agreement provides temporary funding in the amount of 

$50,000 to help defray outside counsel costs incurred by the 

Division of Elections in defense of Hie Ice I v. Thicks tun a n d  the 

parallel lawsuit, Coshill v. The Director of Elections. The 

Division of Elections hereby agrees to seek a supplemental 

appropriation to repay L a w  as soon as funds are available.
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For all practical purposes, this agreement is no more than a loan to Elections.

The use of an RSA in this fashion is not appropriate. AAM 40.060 addresses the purpose 
of an RSA being where one agency is reimbursed the costs of providing services to another 
agency. This section states that "RSAs will not be used as a means o f transferring funding 
sources between appropriations.” In our opinion, loans between state agencies are generally 
inappropriate regardless of the actual form they take.

We are not addressing the issue of Elections needing to secure the legal counsel because of 
LAW's potential conflicts of interest. Our concern with the issue is that this RSA was not 
prepared because of the potential conflict, but rather as a means to prolong Elections’ 
operations despite their having run out of funds.

Elections originally entered into a $125,000 sole source contract for legal services on 
October 29, 1992. The attorney general had delegated to die director of Elections the 
authority to secure independent counsel, at state expense, in a memorandum dated 
October 1, 1992. This memorandum also stated that funding for this representation would 
come from Elections’ sources.

On January 8, 1993, the original contract amount was amended downward to $50,000 in 
order to “free-up” additional operating funds for Elections. As noted above, the subject RSA 
was dated January 31, 1993. It is clear that it was fashioned merely to facilitate additional 
“freeing of funds.” In effect, this permits Elections to incur additional expenditures beyond 
those permitted by their current appropriations.

The budget act in which agency appropriations are established is law. For LAW, OG, and 
the Office of the Lieutenant Governor to permit an RSA of this nature is to condone a 
violation of the budget act. We recommend that this practice cease and that this particular 
RSA be rescinded immediately.
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DIVISION OF ELECTIONS

O F F IC E  O F  T H E  G O V E R N O R □ REGION I ELECTIONS OFFICE
□ REGION II ELECTIONS OFFICE 

y^REGION III ELECTIONS OFFICE
□ REGION IV ELECTIONS OFFICE

March 18, 1993

Mr. Randy S. Welker 
Legislative Auditor 
Division of Legislative Audit 
P.O. Box 113300 
Juneau, AK 99811-3300

Dear Mr. Welker:

Thank you for your "Confidential" preliminary report copy for 
review by myself on the Division of Elections. I welcome any audit 
or systems review of any part of the State system I am personally 
responsible for. It is always healthy to have this review as long 
as it is fair and objective.

I have reviewed the preliminary audit and agree with many of the 
items. However, I find the audit is lacking on professionalism and 
objectivity in the sections where you respond to allegations and 
improprieties that were allegedly discussed by former employees. 
Some of these employees were replaced due to not performing their 
duties and might have left the Division of Elections under bad 
terms. I would hope that you had reviewed the employee evaluations 
of those former employees your auditors interviewed to make sure 
their comments could be considered credible.

I also feel that you have not presented accurate facts when 
discussing my decision or the Director of Elections decision to 
replace Elections' employees.' You indicate that Elections lost 
most of its institutional knowledge when former employees were 
terminated. Your comments are unfounded by the success of the 
Primary and General elections and the fact that for the first time 
in Alaska history, the Division of Elections had to implement a 
closed primary election system during the same election year in 
which reapportionment was taking place. I believe the fact that 
the 1992 elections were highly successful in light of the numerous 
obstacles the Division of Elections had to overcome proves the 
employees in the Division of Elections were knowledgeable in the 
election process and had the expertise to carry out the election 
demands. You fail to mention that perhaps the amount of overtime 
hours were directly attributed to completing election preparations 
which in previous years the Division of Elections had 6 months to 
perform and in 1992 Elections only had 2-3 months to perform. This 
time crunch is undoubtedly going to cause an excessive amount of 
overtime.

REGION I ELECTIONS OFFICE
240 AM IN STREET, 4 TH FLOOR
P.O.BOX 110010
Jl 'NEAU, ALASKA 0901100 IB
(907)485-3021

A-5

REGION II ELECTIONS OFFICE REGION III ELECTIONS OFFICE REGION IV ELECTIONS OFFICE
BOO E. DIMOND BOULEVARD, SUITE 3-600 676 ■ 7TH A VENUE. STATION H ALASKA STATE OFFICE BUILDING
ANCHORAGE, ALASKA 09515-3045 FAIRBANKS, ALASKA 09701-4594 P.O. BOX 577
(007) 572-0683 (907) 451-2035 NOME, ALASKA 09702-0577

(907) 443-5205



It was known that the Division of Elections would not have 
sufficient funds in their FY93 budget to complete reapportionment 
related tasks and conduct the 1992 elections in the time crunch 
they were facing. During one of the many reapportionment court 
hearings, Judge Larry Weeks acknowledged this fact and ordered the 
Division to request supplemental funding so that the election could 
be conducted on time. The Attorney General's office also indicated 
to Elections that they had to do whatever was necessary to conduct 
the elections on time and they too felt we would need supplemental 
funding.

I agree with the audit that Elections may not have had as tight of 
fiscal control as they should have had. Your comments are well 
taken and the Fiscal Officer we now have is competent to carry out 
the functions and to follow the recommendations in the audit. 
However, I feel your audit has made too many allegations that 
Elections employees lack the expertise and knowledge to conduct and 
accurate and efficient election. During the 1992 elections we had 
no election contests, no lost ballots, and reported results faster 
than in previous years. We conducted re-counts in close races and 
had candidates watching our review of ballots. There were no 
reports of disenfranchising voters or miscond rt involving the 
election management. In fact, Elections was instrumental in 
increasing voter registration and voter turnout and also was 
involved in the KIDS VOTING project in Fairbanks which had a direct 
impact on voter turnout.

Attached are some comments regarding the audit. Please take all 
my comments as constructive criticism and my willingness to work 
with the Legislative Audit Division to provide sound 
recommendations to the Legislature.

I served 16 years in the Legislature and know that the only way we 
can solve these issues is to face them. I wish I had the 
opportunity to discuss these items with you before they were 
reported in your audit. Again, thank you for the opportunity to 
comment.
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COMMENTS BY LT. GOVERNOR JOHN B. COGHILL 
PRELIMINARY AUDIT REPORT ON THE DIVISION OF ELECTIONS

Objectives, Scope and Methodology

I believe one of your objectives should have been to review and 
analyze the functions Elections had to perforin during previous 
election years and the functions Elections had to perforin to 
conduct the 1992 elections with reapportionment and implementing 
a closed primary. It does not appear that your audit compared the 
1988 and 1990 election calendars with that of the 1992 election 
calendar. If the calendars had been analyzed, you would have found 
that the Elections' work load for 1992 was of a much greater 
magnitude than that of any previous election years.

Background Information

Your information on the number of previous administration employees 
still working in Elections is not correct. There are two working 
in the Director's office, one in Anchorage and one in Fairbanks. 
The Fairbanks office had two previous administration employees, 
however, one of those employees retired from the Division in 
January. Your audit does not reflect the number of previous 
administration employees who left Elections by retiring or pursuing 
other job opportunities.

Elections could not adopt the proposal made by DNR to accept 
information electronically from the map database to the voter 
registration system. 1) there were no funds available to implement 
a total refiguration of our VREMS system, and 2) it was too major 
of a systems configuration to implement when there were only a few 
weeks before the primary election. It was also known that the map 
database was not 100% correct and Elections felt that they could 
not risk even a slight incorrect assignment of voters to the wrong 
election district which could cause a candidate to contest the 
outcome of their election.

Your audit does not take into consideration the fact that due to 
the reapportioning of the legislative districts, Elections was 
required to adjust precinct boundaries and write new legal 
descriptions for every precinct in the state. The precinct legal 
descriptions were being prepared at the same time Elections was 
trying to transfer voters to their new election districts. 
Elections received no assistance on preparing legal descriptions. 
It is easy to draw a map, it is more complex and difficult to 
prepare legal land descriptions of those lines.

Auditor Conclusions

As you mention, Elections anticipated the need of additional 
funding for FY93 and drafted a supplemental appropriation request 
to be considered during the June 1992 special session. When the 
Governor failed to include this special appropriation request on
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the special session agenda, and when the AG's office and Judge 
Larry Week ordered Elections to dc whatever is necessary to conduct 
the elections on time, Elections had no choice but to overexpend 
their FY93 appropriation. If Elections had not overexpended their 
appropriated amount, they could not have provided vital district 
information and voter information to the candidates or the public. 
Perhaps your audit should reflect the fact that Elections prepared 
a scenario to conduct the 1992 elections and presented this 
scenario to the AG's office and the Court which would have changed 
the entire election timeframe (having the State primary on November 
3 with the Federal general and having the State general election 
on January 5th) so that Elections could conduct the election within 
their appropriated amount.

Your allegations that Elections' employees lack the expertise and 
understanding of the election process contributed significantly to 
the amount of overtime and number of temporary employees is a gross 
misrepresentation of the facts. If your audit had compared the 
functions of Elections during previous election years and the 
functions necessary to conduct the 1992 elections along with the 
fact that the 1992 elections were highly successful, you would have 
found that the employees currently working in Elections are highly 
competent individuals.

Your audit is not totally correct on the turnover of regional 
election supervisors. You fail to mention that some of the 
turnover in supervisors resulted from retirement or the supervisor 
relocating with her family out of state.

when discussing the disparity of worked overtime by employees, your 
audit does not mention that not employees were in a family 
situation that would allow extra overtime. Those employees who did 
not have outside family commitments could (and offered) to work 
more overtime than those employees with family commitments.

Although reapportionment was a cause for higher expenditures, you 
must also take into account the fact that Elections substantially 
increased voter registration, had the highest voter turnout and 
processed 3,878 more absentee ballot requests than in the 1988 
Presidential election. Elections also mailed every voter in the 
State of Alaska a new voter ID card which informed the voter of 
their new district/precinct and polling place in an effort to 
eliminate voter confusion.

I do not agree with your "Summary of Proposed Adjustments". When 
additional funding was critical for Elections to keep their doors 
open, we agreed to repay the amount loaned to Elections from the 
Governor's Contingency Fund. I feel this is a binding contract 
that must be complied with.
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RECOMMENDATION #1

Elections has hired a new fiscal officer, Mr. Michael Mooney who 
has the expertise and management ability to comply with this 
recommendation. I have ordered Mr. Mooney to review all fiscal 
management with the four regional offices and to coordinate all of 
Elections' fiscal management with DAS. I have further ordered him 
to work with the auditors to assure tight fiscal control and 
management and to comply with your requests and observations.

RECOMMENDATION #2

After analyzing your comments and overseeing the Division of 
Elections for the past two years, I agree with your recommendation 
to classify personnel in Elections below the Director and Deputy 
Director positions. I believe all personnel in the four regional 
offices should be transferred to the classified service.

However, I take exception to your remarks in this section on the 
low moral. I have observed the low moral to be caused by burn-out 
from working so many hours during the 1992 elections, the negative 
comments about Elections' employees and their expertise, the lack 
of funds to do the job and last but not least, throwing the 
supplemental appropriation into the political arena after a job 
well done.

RECOMMENDATION #3

I agree that Elections should implement a working knowledge -of 
AKSAS as a management tool. I have instructed the Fiscal Officer 
and his assistant to pursue AKSAS training. However, I do not feel 
it is wise for me, as Lt. Governor, to take the time to have a 
complete understanding of the AKSAS system and its functions - I 
have hired competent staff who I trust to accomplish the tasks I 
have given. Your comments on encumbrances has been my frustration 
with the system.

RECOMMENDATION #4

I feel we crossed this bridge. Our Fiscal Officer, Mr. Mooney, has 
all the capabilities of working satisfactorily with DAS.

RECOMMENDATION #5

As a longstanding legislator, I have always taken the position that 
the RSA process should only be used in extreme circumstances. As 
Lt. Governor of the State of Alaska, I felt that an extreme 
circumstance was the fact that it was important to keep the 
Division of Elections' doors open as long as possible.

Some of the comments you made on the lawsuits, especially Coghill 
vs. Director of Elections do not represent the entire facts.
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March 15, 1993

Mr. Randy S. Welker 
Legislative Auditor 
Legislative Audit Division 
P.O. Box 113300 
Juneau, AK 99811-3300

LtGlSLATlVt AUDIT

Re: Confidential preliminary audit report entitled: Office of
the Governor, Division of Elections, Selected Financial 
Compliance and Management Issues, February 27, 1993.

Dear Mr. Welker:

This letter is in response to the Division of Elections prelimi­
nary audit report findings and recommendations which pertain to 
the Division of Administrative Services.

Recommendation No. l

Overexpenditure of Appropriations

The Division of Administrative Services (DAS) made almost daily 
attempts to calculate outstanding invoices and obligations for 
the Division of Elections (Elections) to reconcile balances and 
determine Elections' actual financial status. This task was made 
difficult by the fact that Elections itself was unaware of total 
obligations. Despite written attempts requesting all purchases 
and obligations be coordinated through a central source in the 
Director's office, numerous individuals including full-time and 
temporary employees continued to obligate funds and incur expen­
ditures. Elections' financial status has been at best a moving 
target.

We concur that stronger internal controls are required for 
Elections to ensure that all obligations can be accounted for and 
encumbered as necessary.

Encumbering Obligations

With regard to the RSA with the Department of Administration, 
Division of Information Services (DIS), the appropriate encum­
brance document was prepared by DAS before the RSA was forwarded 
to DIS for signature and additional coding. At the time the 
transaction was entered into the State Accounting System suff: 
cient funds were available (October 18, 1992).
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R a n d y  S . W e l k e r 2  - M a r c h  1 5 ,  1 9 9 3

It has been the policy of the Office of the Governor not to 
certify add RSA documents until receipt of an approved copy of 
the RSA from the Division of Budget Review. The RSA was approved 
November 4 and received by DAS November 6. By this time there 
were insufficient funds available for the document to process. 
Elections was notified via memorandum that the RSA could not be 
encumbered and asked to review other encumbrances to see if 
sufficient funding could be made available to fund the RSA.

In the future DAS will establish management encumbrances for 
Elections' RSAs at the onset of the process to ensure that funds 
are still available for obligation upon OMB approval of the 
agreement. We have initiated management encumbrances to ensure 
that funds are reserved for expenditures identified in the two 
Elections supplementals approved this year, and will make greater 
use of management encumbrances with Elections' FY 94 budget.

Procurement

Additional procurement violations not highlighted in the audit 
necessitated the revocation of Elections' purchasing authority. 
The delegated authority will be reinstated when DAS is assured 
that internal controls are in place to guarantee that the Office 
of the Governor's purchasing procedures and the State Procurement 
Code are adhered to.

Untimely Payment of Vendor Invoices

It is recommended that the Division of Administrative Services 
pay interest, as required by statute, on those bills that are not 
paid within the 30-day statutory deadline.

DAS communicated verbally and via memorandum to Elections re­
questing prompt turnaround of invoices and reminding them of the 
obligation to pay within thirty days. However, in accordance 
with AAC 15.115(b) it is DAS policy, as that of most state agen­
cies, to pay interest only when requested by the vendor.

Recommendation No. 3

Inconsistent and Incomplete Accounting Records

DAS disagrees with the audit finding that the supplemental 
appropriation of $424,000 for reapportionment costs (Chapter 5, 
FSSLA 1992, Section 52) was incorrectly recorded as a supplemen­
tal to Elections operating budget. The finding states "Since 
this supplemental appropriation is for a specific purpose, it 
should have been as a separate appropriation."
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R a n d y  S . W e l k e r 3 M a r c h  1 5 ,  1 9 9 3

Elections' FY 92 budget request identified activities related to 
reapportionment (copies of the budget forms are attached). Since 
costs exceeded available funds, supplemental funds were requested 
and approved by the legislature. The Office of Management and 
Budget, Division of Budget Review, identified this item as a 
supplemental to the agency's operating budget in their analysis 
of SB 483 and authorized the recording of the funding as such.

OMB maintains that the supplemental was recorded properly. 
Reapportionment-related costs were not a separate function or a 
new item for Elections. The funding was appropriated during FY 
92 to cover FY 92 expenditures. Costs associated with Reappor­
tionment were recorded using a ledger code so that expenditures 
could be identified and matched to the appropriation request.

Recommendation No. 5

The use of RSAs by the Department of Law (LAW), DAS. Office of 
Management and Budget, and the Lieutenant Governor's Office 
should be limited to instances where services are to be provided 
by one state agency on behalf of another. RSAs should not be 
used to circumvent the appropriation process.

We do not concur with the audit's findings nor recommendation 
pertaining to the January 31, 1993 RSA. The RSA was not prepared 
with the intent to circumvent the appropriation process. The 
Attorney General is the State's provider of legal services, DAS 
maintains that this is a bonafide RSA for services normally paid 
by Law. The RSA went through the normal review process by all 
appropriate agencies, was determined to be valid, and approved 
accordingly.

Thank you for the opportunity to comment on the preliminary audit 
findings.

Sincerely

Michael A. Niziol^ 
Administrative Director

Attachments
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BUDGET REQUEST UNIT (BRU): Elective Operations

NAME/POSITION OF BRU MANAGER: David G. Koivuniemi, Director PHONE: 
465-4611

NAME/POSITION OF AGENCY CONTACT:
David G. Koivuniemi, Director, Division of Elections

PHONE:
465-4611

LIST STATUTORY/REGULATORY Bfl 
CODE, OR FEDERAL REGISTER):

Statutory/Regulatory 
; Citation

AS 04: Elections/Local 
Liquor Option

kSIS FOR SERVICES PROVIDED

Component/Programs, 
Services

Elections

(I.E., ALASKA STATUTE, ALASKA ADMINISTRATIVE

Statutory/Regulatory j Component/Programs, 
Citation Services

AS 29: Elections/
Municipal 1 Elections 
Incorporation

AS 14: Elections/REAA 
School Board Elections

AS 46.40: Coastal 
Mgmt. Program Elections

AS 16.51: Alaska Seafood 
Marketing Institute Elections AS 15: Election Code

Elections & Prim. & 
c,en.

1
DESCRIPTION OF THE BRU SERVICES AND RESPONSIBILITIES:
During FY 92, the Division will conduct the statewide Regional Educational Atterdance Area and 
Coastal Resource Service Area, and several special and iocal option elections. Major election 
activity for statewide Primary and General elections for U.S. President, Vice President, Alaska State 
House and Senate, as well as Congressional seats actually begins mid-year FY 92 when the ordering of 
forms and election supplies is initiated divisionwide, staff is hired to oversee increased election 
activity, and the onsite trainicKf of 438 election boards begins.

SIGNATURE Of BRU NANAGER: / —  * **
/ * .  p .  9 0

BRU
COVER PAGE

______

AGENCY O f f i c e  o f  t h e  G o v e rn o r

qrU E l e c t i v e  O p e r a t io n s Page ------1— of —2—
Revised Oate: 10/10/90

FY 92



-54-

i— — ■■■■ t i t — n n —     i i ----------------------------- n r r i r ' l u m n in i n m  ■ n  111 n u n  i n  m i i i i  ■■■ n  ■ii i i in i i m m u n i « i i i ■iim i b h h — m i  i i  a —  — j i m m
Major effort will continue to focus on streamlining the election process while assuring the 
expeditious and accurate processing and counting of ballots.

In FY 92 the Division will conduct the 1991 REAA & CRSA elections and complete a large portion of the 
work necessary for the statewide Primary and General elections. The Division reviewed five statewide 
initiatives in FY 91 and anticipates that the use of the initiative process will increase in FY 92. 
Reapportionment and the changes it will bring to district boundary lines, etc. will also be dealt 
with during FY 92.
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DEPARTMENT OF LAW
OFFICE OF THE A TTO R N E Y GENERAL

P .O . BO X 110300 -ST A T E  CAP ITOL  
JU N EA U , ALASKA  99811 0300 
P H O N E : (907) 465-3600 
FA X : (907) 463-5295

March 16, 1993

r—   -T7QVF
Randy S. Welker
Legislative Auditor !m *• •
P.O. Box 113300 u*,AR 0
Juneau, Al< 99811-3300

l e g i s l a t i v e  A U D I T

Dear Mr. Welker:

This is in response to the Division of Legislative 
Audit's preliminary audit report on:

Office of the Lieutenant Governor, Division of 
Elections, Selected Financial Compliance and 
Management Issues, February 27, 1993.

In the report, you have concluded that the Reimbursable 
Services Agreement between the Department of Law and the Division 
of Elections is an inappropriate transferring of funds between 
appropriations. The RSA, in the amount of $50,000, was provided to 
the division to temporarily pay for the defense of the director of 
elections in Hickel v. Thickstun and Coghill v. Thickstun. These 
lawsuits seek declarations that the certification by the Director 
of the Division of Elections of the applications to recall the 
Governor and the Lieutenant Governor was invalid and that any 
recall petitions issued by the Director of the Division of 
Elections are void.

As Attorney General, I had previously determined that the 
director's actions certifying the recall applications were contrary 
to state law, and I advised the director that the Department of Law 
would not permit the director to obtain the counsel of her choice, 
outside the Department of Law, at State expense, in the action I 
filed against the director. This action, State v. Thickstun . 
seeks relief that is similar to that sought in Hickel v. Thickstun 
and Coghill v. Thickstun. The department's premise was that state 
officials who reject legal advice from the Department of Law are 
required to defend their actions at their personal expense when 
sued in connection with the rejected advice. This has been the 
consistent position of the Department of Law at least since it was 
articulated by Attorney General Avrum Gross, who stated, in 1976, 
that "this office interprets the law for state agencies and, once •
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that law has been interpreted, agencies are obliged to follow 
it....[I]f [state officers] ignore that advice [they] will be 
exposed to personal liability for any costs incurred in litigation 
which may follow." Letter from A. Gross to W. Mclver (March 17, 
1976).

I subsequently decided to authorize the director to 
retain independent counsel at State expense for her defense in the 
lawsuits filed against her by the Governor and the Lieutenant 
Governor. I took this limited action because I believe that the 
public's confidence in our judicial system would be eroded if, in 
proceedings of this nature, it were perceived that the State's 
chief executives, having challenged the director's actions as a 
state official, had sought to thwart the defense of the director's 
actions by requiring her to personally finance her own defense. 
Because of the obvious conflict created by the fact that the 
Department of Law is involved in similar litigation against the 
Director of the Division of Elections, ethical considerations 
precluded the department from representing the director in the 
actions brought by the Governor and the Lieutenant Governor.

As Attorney General, I am required by law, under AS 
44.23.020, to represent the state in all civil actions in which the 
state is a party. Normally, the Department of Law would have 
represented the Director of the Division of Elections in her 
capacity as a state officer, except for the circumstances discussed 
above. Although I was reluctant to provide temporary funding, 
limited to the defense of the Director of the Division of Elections 
in the Hickel and Cogh ill lawsuits because of the director's 
refusal to follow the Department of Law's advice, I was constrained 
to do so in order to insure the public's confidence in the basic 
fairness of our judicial system. Furthermore, time was also a 
constraint. Courts simply do not recognize an agency's financial 
condition as an excuse for not defending against an action. 
Consequently, the Department of Law provided interagency funding to 
the Division of Elections for this purpose. In effect, this 
transaction delegated the Department of Law's authority to direct 
the defense, because the department could not oversee or be 
involved in the management of outside counsel that was hired to 
defend the division's director, without violating the Code of 
Professional Responsibility.

I must, therefore, respectfully disagree with your 
conclusion that this use of Department of Law funds by the Division 
of Elections (albeit temporary in nature in this case) is an 
inappropriate method of transferring funds between appropriations 
Although this RSA transaction was caused by the failure of a state 
official to follow the advice of the Department of Law, and 
although I regret the necessity for the transaction, it was
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nonetheless an appropriate and lawful use of funds that v/ere 
appropriated for the purpose of conducting the state's legal 
business. This includes defending lawsuits filed against the state 
and defending lawsuits filed against state officers acting in their 
official capacity, even under these very unusual circumstances.

Very truly yours,

^  W  - - ‘ C r  V.

Charles E. Cole
Attorney General
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ALASKA STATE LEGISLATURE
L E G I S L A T IV E  B U D G E T  A N D  A U D I T  C O M M I T T E E  

D iv is io n  o f  L e g is la tiv e  A u d it

March 16, 1993

P.O. Box 113300 
Juneau, AK 99811-3300 

(907) 465-3830 
FAX (907) 465-2347

Members of the Legislative Budget 
and Audit Committee:

We have reviewed the Office of the Lieutenant Governor; Office o f the Governor, Division 
of Administrative Services (DAS); and the Department o f Law (LAW) responses to our 
preliminary audit report. For those areas where they do not agree, we have considered their 
responses and in one case have modified the report because we believa that additional 
clarification was warranted. In particular, the section of Recommendation No. 1 regarding 
untimely payment of vendor invoices was changed to recognize that DAS’ stated policy is 
congruous with 2 A AC 15.115(b). However, this change is considered minor and does not 
lead us to change our overall stated position. We therefore reaffirm our conclusions and 
recommendations as contained in this report.

We believe the following issue warrants further comment given its importance and the 
apparent disagreement on the part of DAS and LAW:

Recommendation No. 5

Both DAS and LAW consider the subject reimbursable services agreement (RSA) to be an 
appropriate and lawful use of funds appropriated to LAW to pay for the costs o f legal 
services. Although we agree that the cost of state legal services are commonly paid by 
LAW, this particular RSA merely served as the vehicle for providing additional temporary 
funding to the Division of Elections (Elections) as indicated by the language cited on 
page 39 of our report.

LAW has further stated that the courts simply do not recognize an agency’s financial 
condition as an excuse for not defending against an action. We point out that Elections had 
funding encumbered to provide $50,000 for these legal costs. The receipt o f the RSA 
authority allowed Elections to “free up” their encumbered funds for other purposes.

Since it appears that our recommendation to rescind this RSA will not be implemented, we 
provide the following alternative. The description of services delineated in the RSA should 
be amended to recognize that the funding is being provided by LAW for outside counsel
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costs incurred by Elections. All references to this being a temporary action should be 
removed, as should all provisions related to the planned repayment of funds provided per the 
RSA. LAW should then pay for the referenced legal services costs. This will eliminate the 
need for Elections to seek $50,000 in supplemental funding for this specific purpose.

Sincerely,

Randy,#. Welker, CPA 
Legislative Auditor

AlASKA STATi; LEGISLATURE -60- DIVISION OF LEGISLATIVE AUDIT
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Status of elections em ployees  
should be changed

This morning members of the Scnste Stale Affairs Committee will conduct a hearing on a bill lhal would change Ihe alatuaof Dlvlalon of Election* employee!.
If the bill la adopted, aa we think It ahould be, Joba In the Election! Division would no longer be political appointment! exempt from Ihe provljloni of the Stnte Perionnel Act, except (or the director and deputy director The )obi would become clnssl- fled positions. Employees would be hired through the stale's regular hiring system, would be consi­dered for promotion based on merit, and could be fired only for cause and not for political reasons.
The change Is needed because a legislative audit and an ombudsman’s Investigation showed that poli­tically based employre turnover caused a loss of Institutional memory that resulted In extra costs and Inefficiency: and that lack of Job security meant some employees were reluctant to question Improp­er practices within ihe division.
Senate Udl ivj. which would make the chunge. was introduced this month after the Division of Leg­islative Audit and Ihe Ombudsman's Office bnlh re­commended elections employees who do not hold policy-making positions be placed In the classlflod service
The audit division's recommendation reiulted from an audit that examined Ihe division's com­pliance with the appropriations act The ombuds­man'! recommendation came after an Investigaliun Inio an allegation that Director Chariot Thickstun and same of her staff improperly used slato phones to moke excessive personal phone colls anil did not reimburse the slate (or long distance charges In n

    -tunny mannerBoth reports found that some Division of Elec­tions employees fell rcluclanl to address problems in ihe division because Ihey could be fired at Ihe 
discretion n( the directorIn htx response in huth reports. I.l Gov Jack Cngliill, who oversee* the Division of Elections, said Ihe reports didn't adequately sddresi the fine out. come of Iho 19V2 elccltoni

As we see It. that outcome Is not in contention Afu-r the chaos of reupportlonmunt, the elvcluiM ihd go well, with results compiled In a timely nmnni-r and no question of any irregularities occurring Neuht-r the uudil nor the investigiillon was examin­ing the conduct of the election.
Lt Gov Coghill recommends that employee! be granted pai lially exempt status That status, howev­er. will not grant the protection needed to ensure employees are hired, promoted and lired for meMi rather than political reasons
Interestingly Division of Elections employees are specifically prnhi titled by stale low from pari ten pnimg in partisan political activities That makes sense You don t want the people in charge of elec­tions scling In a partisan manner.
Thr problem Is. as long as all Elections Division jobs are political appointments, those sama em­ployees who are prohibited from partisan activities cun b« fired from their Jobs so Ihe jobs con be given to others who are In tavor because of their partisan activities
If Senate Bill ilrt is adopted, current division employ ei-x t bold nut be terminated If they faded to meet the minimum qualification* of Ihe position established when Iho position is placed in the classi­fied service
Thus, adopting the bill doeo nol threaten iv- body's Job It does ensure that fulurt hlrl .1 promotion would be based on merit, II provi pro­tection (or employees il they see abuses within Iho division
We think ihe bill would make (he division more efficient and would ircm employees more fairly Wo encourage the Legislature to adopt II
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Tell the reason*
April 19 ivTo the EditorAt a concerned and informed rent of a North Pole High ttudent I would' arlgrelayar ti|f bvth to the general public * the itudenii at North Pole 11, Rodney Duncan Hand* acvuiee making lewd teiual advance* luggeitioni toward many yu »r.en uudanta «both currrn: : pan »tudeni»» .Vifarhcĥ eieo supportera tn believe thu *.frligtng* teaching u»ut* II" Duncan ha« dt cnUtllu keep in* • pcMcri in the dark regarding truf faiiaaatowh) hi waafiree hat vunllnurd to keep guiei truth %9 lhat hia many uninfon •upporleri do not turn un linn Hit trathmg crediMiaU 1 been hrought up many turn * i»nc# again met art* nol in* i- 9’nr ifioac w 1̂  • am lb %loftfl m llnsl̂rv Duni«i ,|"1 *'k * r


