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Determine the extent to which a board or commission that regulates entry into an
occupation or profession has presented qualified applicants to serve the public.

Over the past four fiscal years, the board has certified five individuals as marine pilots and

six individuals as deputy marine pilots.

Exhibit 5
Schedule of Pilots as ofJune 30,2006
Deputy
Marine Marine
Region Association Pilots Pilots Trainees Apprentices
Southeast Southeast Alaska Pilot Association 42 3 2 5
Western Alaska Marine Pilots 9 0 | 3
Southcentral Southwest Alaska Pilot Association 20 2 3 0
71 5 6 8

Totals

When surveyed, 60 percent of the pilots believed the board requirements of trainees and
apprentices were just right. However, on the issue of continued competency, 76 percent of
the pilots indicated that the peer-conducted performance evaluations were not effective. (See

Recommendation No. 6.)

A majority of both industry members and marine pilots believed there were sufficient pilots
available to meet business needs. In addition, 83 percent of industry indicated a high level of
skill was necessary to pilot their vessels; whereas. 66 percent believed that pilots

demonstrated a high level of skill. (See page 43)

Determine the extent to which state personnel practices, including affirmative action
requirements, have been complied with by the board, commission, or agency to its own

activities and the area ofactivity or interest.

No evidence indicated BMPs noncompliance with state personnel practices, including
affirmative action, in qualifying applicants or in hiring the marine pilot coordinator, finch
time BMP has denied an applicant a license the reason has been based on experience

requirements and not personal attributes of the applicant.

Determine the extent to which statutory, regulatory, budgeting, or other changes are
necessary to enable the agency, board, or commission to better serve the interests of the
public and to comply with thefactors enumerated in thissubsection.

See the discussion presented both in the Findings and Recommendations section and the

Auditor Comments section of this report.
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Determine the extent to which the board, commission, or agency has effectively attained its
objectives and purposes and the efficiency with which the board, commission, or agency

has operated.

Over the past four years, considerable time has been spent by BMP on rate setting issues
hindering the efficiency at which the board operates. Issues that impact the evaluation of the
rates by the board involve the inclusion of a retirement surcharge in the rates set by pilots; as
well as, pilot board members’ ability to vote on rate issues and the need to recuse themselves

from voting on rates being set in the region they represent.

Rate issues have resulted in increased need for legal advice by an administrative law judge.
In one recent rate setting hearing, BMP chose not to even hear the case and automatically

passed the issue to ajudge.

Sixty-nine percent of industry respondents and 38 percent of pilots gave the board a below
average rating on rate setting issues. However, both industry and pilots overwhelmingly
(75 percent and 72 percent, respectively) support the board continued involvement with

rate setting issues. (See page 34)

Rate setting issues were, again, recently addressed by the Superior Court. The reviewed case
related to a board vote on a 2003 Southwest Pilots Association proposed rate which included,
amongst other changes, a retirement surcharge. The case also addressed the issue of pilots

recusing themselves from voting on certain rate setting issues.

Determine the extent to which the hoard, commission, or agency duplicates the activities of
another governmental agency or the private sector.

No duplication of efforts or activities was identified with other governmental agencies,
including both state and federal agencies. Further, the drug testing processes and procedures
have been delegated fully to the pilot associations which are the private sector; therefore, no
duplication of efforts over that board activity is occurring.
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Appendix A

SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS AND INDUSTRY

1. Rate your overall satisfaction with
the board's performance.

Marine
Pilots Industry
Above Average 26 0
Average 10 3
Below Average 14 7
NA/Don't Know 0 3
Total 50 13

2. Rate the objectivity of the board

members.
Marine
Pilots Industry
Above Average 16 0
Average 12
Below Average 22
NA/Don't Know 0 3
Total 50 13

AL ASKA SEATL TI(iISLAIL 1

100%
80%
60%
40%
20%

0%

Overall Satisfaction With Board's

Performance
Above  Average Below NA/Don't
Average Average Know
CIMarine Pilots Oindustry
Objectivity of Board Members
Above Average Below NA/Don't
Average Average Know

CMarine Pilots CIndustry
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Appendix A
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS AND INDUSTRY
(Continued)

3. Rate the industry knowledge of

the board members.
Industry Knowledge of Board Members

100%
Marine 80%
Pilots Industry 1
Above Average 26 4 6 0%
Average 20 1 1 40%
Below Average 4 4 20%
NA/Don't Know 0 4 t 0%
Total 50 13 Above Average Below NA/Don't

Average Average Know

CIMarine Pilots CJindustry

4. Rate the board's performance in

addressing important issues. _ .
Board's Performance in Addressing

Important Issues

Marine
Pilots Industry
Above Average 22 0
Average 1i 3
Below Average 17 8
NA/Don't Know _ 0 2
Total 50 13
Above Average Belov/ NA/Don't
Average Average Know

0O Marine Pilots O Industry
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5. Rate the timelin

ess with which the

board handles important issues.

Marine
Pilots Industry
Above Average 16 0
Average 16 1
Below Average 18 10
NA/Don't Know _0 2
Total 50 13

6. Rate the board
addressing
sufficient to en
shipping, safety

's performance in
industry needs
sure protection of
of human life and

property, and the protection of the

environment.

Above Average

Average

Below Average

NA/Don't Know
Total

VAKAS M T1<IN Ml

Marine
Pilots Industry

22 I

16 4
12 5
0 3
50 13

Appendix A
SURVEY RESULTS

QUESTIONS ANSWERED BY
MARINE PILOTS AND INDUSTRY
(Continued)

100%
80%
60%
40%
20%

0%

Timeliness of the Board’s
Handling Important Issues

Above
Average

Average Below NA/Don't
Average Know

0O Marina Pilots O Industry j

Board's Performance over Industry Needs
To Ensure Protection and Safety

Above
Average

Average Below NA/Don't
Average Know

[COManne Pilots industry
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Appendix A
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS AND INDUSTRY
(Continued)

7. Rate the board's handling of rate

setting issues. . '
Board Handling of Rate Setting Issues

Marine
Pilots Industry
Above Average 16 0
Average 15 1
Below Average 19 9
NA/Don't Know 0 3
Total 50 13

Comments: Both industry and pilots
commented that the board has been

ineffective in handling rate setting issues.
However botli industry and pilots agreed Above Average Below NA/Don't

that the BMP needs to keep this function so Average Average Know
that individuals with knowledge of the
industry are more involved in the rate ! O Marine Pilots O Industry
decision process.
Pilots expressed concern about the balance
of the board when hearing rate issues if
(1) pilot members are required to recuse
themselves and (2) public members are not
free from conflicts with the shipping
industry.
8. Should the board be removed from Remove Board from Rate Setting?
the rate setting process?
100%
80%
Marine 60%
Pilots Industry
40%
Yes 14 J
0
No 36 _0 20%
Total 50 12 0% |
Yes No

0O Marine Pilots O Industry
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Appendix A

SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS AND INDUSTRY

9. In your opinion, would it be more
effective for pilot associations to
establish rates  with industry
principals, or their agents, apart

processes.
Marine
Pilots industry
Yes 13 5
No 23 1
Don't know J4 _6
Total 50 12

10. In your opinion, how has the
board managed disciplinary
situations involving pilots.

Marine
Pilots Industry
Above Average 26 3
Average 18 2
Below Average 6 3
Don't know 0 0
Total 50 8

AAKAS AL 1LAIS Al lit.

(Continued)

100%

80%

60%

40%

20%

0%

100%

80%

60%

40%

20%

0%
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Above Average
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Appendix A
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS AND INDUSTRY
(Continued)

Il. Is the current number of licensed

deputy and marine pilots in your ,
region adequate to cover the Are the Number of Pilots Adgquate
needs of the industry? to Meet Industry Needs”
100%
Marine 80%
Pilots Industry
60%
Yes 30 1n
No 20 _L 40% —
Total 50 12
20% 4--
Although the majority of both industry and :
pilots believed that there were currently A o
enough pilots, both sides expressed concern Yes No
about having enough pilots in the future to ) . )
cover demand. CIMarine Pilots n Industry |
12. Should the board be more o
) . Board be More Proactive in the
proactive during the course of an Course of an Accident
investigation into an accident Investigation?
which caused damage or harm to
people, property, or the
environment?
Marine
Pilots Industry
Yes It 5
No 36 I
Don't Know 0 6
Total 50 2 Yes N ° Don't Know
O Marine Pilots N Industry
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Should the simulator evaluation,
now required once every 6 years,
be expanded to include a live
performance evaluation, such as a
manned model?

Pilot comments:

Pilots commented that required time
on manned models and required
training spent in simulators would be
a better use of resources and would be
more beneficial to the industry than
simulator evaluations.

2. Should performance evaluations
be required more frequently than
once every 6 years?

M ASM SI VI TIGISI VII K

Appendix B
SURVEY RESULTS
QUESTIONS ANSWERED 13Y
MARINE PILOTS
(50 Respondents)

- .37 -

Simulator Evaluation Change?

Don't know,
8%

More Frequent Performance
Evaluation?
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Appendix B
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS
(Continued)

3. Of those who answered ‘Yes’ to
question 2, we asked how often
should they be done?

(7 respondents)

How Frequent Should Performance
Evaluations Be?

4. Are the peer-conducted performance Are Peer Performance
i ive? . .
evaluations effective Evaluations Effective?

Pilot comments:

A few pilots commented that the peer-
review process is both unproductive and
ineffective. lhey also commented that in
lieu of this process, some form of
continuing education would better serve
the industry as it makes the current
pilots better at their jobs.
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Appendix B
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS
(Continued)

5. Rate the length of time it currently ) _
A . Amount of Time an Apprentice
takes for a trainee or apprentice to .

o Spends Training?
complete the training process to
obtain a marine pilot license. Not

Pilot comments'.

Pilots who believed that the amount of
time to complete the training process
was too long commented that training
should be more intensive therefore
lessening the amount of time and
money it takes a trainee to complete the
process.

6. Rate the adequacy of trainee and

apprentice pilot requirements
Adequacy of Trainee and Apprentice

Pilot Requirements?
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Appendix B

SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS

In order to ensure there are enough
qualified pilot candidates available
to serve the public's need, should
there be some form of financial
incentive for trainee?

7.

Pilot comments:

Pilot’s suggestions for financial
incentives to be provided to trainees
including low interest loans, free passage
on state owned transportations system
(Alaska Marine Highway System for
example) and dropping the testing fees.

Some pilots also commented that, in their
opinion, this was not a board issue but an
association issue.

One pilot commented that the financial
incentive is the compensation one gels
after obtaining their marine pilots license.

Rate the effectiveness of your

association's pilot recruitment.

8.

MASKAS Mi: 1 KIISLAILKI.

(Continued)

- 40 -

Financial Incentive for Trainees?

Effectiveness of your Association's
Pilot Recruitment?
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Appendix B
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS
(Continued)

. Effectiveness of Your Association's Retention?
9. Rate the effectiveness of your

association’s pilot retention.
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Appendix C
SURVEY RESULTS
QUESTIONS ANSWERED BY
INDUSTRY
(13 Respondents)

1. Rate the level of:
Skill Needed

Average,

0%

Skill needed to pilot your vessels.

Skills Demonstrated

Skill demonstrated by pilots on your
vessels.

S VAN AUNE M TESIM ]| -
| I 43 DIVISION ol I11,|S] ALIVI At 1)]]



Appendix C
SURVEY RESULTS
QUESTIONS ANSWERED BY
INDUSTRY
(Continued)

Knowledge needed to pilot your
vessels.

Knowledge demonstrated by pilots on
your vessels.

\L ML 0.1 MI 11 TiiSI Alt M _44-

Knowledge
Needed

Average
0%

Knowledge Demonstrated

Average
0%
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Appendix C
SURVEY RESULTS
QUESTIONS ANSWERED BY
INDUSTRY
(Continued)

3. Rate the board’s handling of
incidcnt(s) involving pilots. Board Handling of Incidents Involving Pilots
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R NIT) F
COMMUNITY A Frank 1L Murkomki, Govermor
ECONOMIC DEVELOPMENT William C. Noll, Commissiontr

Office ofthe Commissioner

December 1, 2006

Ms. Pat Davidson

Legislative Auditor

Alaska State Legislature

Legislative Budget and Audit Division
Division of Legislative Audit

P.O. Box 113300

Juneau, Alaska 99811-3300

Dear Ms. Davidson,

I am in receipt of Preliminary Audit Report, Department of Commerce, Community and
Following per your

Economic Development Board of Marine Pilots (BMP) Sunset Review.
An electronic

request is a written response to your October 13hPreliminary findings report.
copy of this response was emailed to you on December 1,2006.

The BMP responded to the draft audit report on November 1, 2006 and notes and
appreciates that the preliminary audit report has taken into account some of the BMP’s

earlier responses. lhe following comments are specific to the Preliminary Audit report (red

cover).

The Board ot Marine Pilots and Department are in general agreement with the Report

Conclusions.

The BMP recognizes the need lor various changes in drug and alcohol testing and standards,

The BMP is also actively involved with the pilot organizations in further refining

professional standards and continuing education tor Alaska Marine Pilots.

Ilhe BMP does not agree that the distribution ol yacht exemption fees should be changed.
Board position on this issue is further explained in the specific comment response section.

1he Board ot Marine Pil<>ts is also well aware ot the frustration by parties interested in the

rate setting proci ss; the Board is equally trustrated by this conundrum.

lhe BMP most surely agrees that it serves an important public purpose. Further, the BMP

upports the enactment ot new statute to extend the termination date for another 6 years to

June 30,2013.

I'0, iti.s I IWMI, Jina-.iu, Alaska ‘¥ w1l OHOO
Jeleplioni”. t*0") If>5 2500 E.ix: 105 5112 " ext 'IVtrphoflr: CO?) t£5 513"
Email;questnmsfirr'c<iumcicc Mate ak.u*  WcliMte ho r//www luiiiiumc.'Uatr all in



Following arc derailed comments in response to issues raised in the Preliminary Audit report.

Prior Vudit Recommendation No. 1

The BMP should establish wore informetive and conprehensive reporting requirements so the Marine Pilot
Coordinator (MPC) can corvinn that an appropriate number of licensedpilots are consistently being subjected

to random testing.

The BMP agrees in most part with the current position of Legislative Audit and with the

recommendations. Part ot the underlying problem seems to be due to the seasonal nature of
much of the pilot work; especially with Southeast Alaska Pilots Association- the majority of

whose work is associated with the highly seasonal Cruise Ship trade.

lhe MPC has already been working to resolve the shortcoming and will continue to do such.
The current etfort is to rectify this issue without having to promulgate new regulations.

(lowcver if the situation cannot be sorted out by working with the pilot associations

appropriate regulation will he developed.

Prior A .dit Recommendation No. 2.

I he BMP should hike action to ensure regional pilot associations administer mandatory alcohol and drug
testingprograms in a manner consistent With established regulatory standards.

lhe BMP agrees with Legislative Audit that additional effort must be expended to ensure

the consistency :>! testing programs. As in recommendation No. 1, part of the problem is

due to the seasonal nature of the business.

lhe MPC has been directed to work with the pilot associations to further refine various

testing and reporting practices. Further, the MPC has been requested to assure spot

checking is conducted on reports to assure completeness.

1'he MPC has also been requested to ensure that testing is consistent between the three
associations (issue raised in recommendation 2, number 2). The MPC has been instructed to
make sure that all working pilots are enrolled in a testing program as required by statute and

regulation and that the necessary reporting requirements are complied with.

Ilhe MP(1will be working with the pilot associations to further evaluate and implement (it

necessary) the specific recommendations detailed in the audit.



Prior Audit Recommendation No. 3.

1he legislature should corsider amending current statutes in order to extend mandaloiy drug and alcohol
testing topilot organisation trainees and goprentices.

The BMP agrees with die recommendation that apprentices and trainees should be included

in the association’s mandatory drug and alcohol testing program. The MPC is working with

ihe association to accomplish such. llowevcr, the BMP would suggest this be done through

procedures or by regulation and not by a statute change.

Recommendation No. 4.
The legislature should corsider r’orijying cuncut statues specifying the use ofpleasure craft exemptionfees.

The BMP understands the arguments presented by Legislative Audit in relation to yacht
exemption tees. However, the BMP docs not agree with Legislative Audit on this issue and
recommends the yacht exemption fees remain reserved with marine pilot and other pilot

occupation fees.

The administration of yacht exemptions is not a trivial matter for the BMP or the MPC.
Not only is considerable time and effort expended in administering this program by both the

MPC and board members, the BMP has also incurred significant legal fees as part of

overseeing this exemption. With homeland and port security requirements growing with no

end in sight, the ettorts of the BMP and MPC] on private yachts will only increase.

11B 251, the 2003 legislation which created the yacht pilotage exemption was supported by
the BMP and pilot associations wirh the understanding that fees generated from these

exemptions would be used to ottset BMP expenses to include the administration and

management of exempt yachts. It would he disingenuous to come hack at this date ami

change this fund source for the BMP.

For these reasons the BMP recommends yacht exemption fees remain as part of the BMP

Combined revenue.

Recommendation No. 5.

I he director of the Division oft arporalunis, Business, and Ptvfessiono! Utilising should ensure toreraft' of
the i/iiii'inepilot coordinator's inrestiga/ire inactions aocur during (vtendedalosences or racainy.

'he BMP agrees with ihe recommendation by | egisl.nive Audit on this issue. Ihe BMP has
already had discussions with the Division Director to assure such situations do not recur.
Further, the MP<. has been working closely with the investigative unit in die 1)ivision. In
cooperation with the (Thief Investigators office, various protocols have been developed and

instituted that assure continuity of coverage on BMP matters.



Recommendation No. 6.

I be BMP should consider change: to regulations requiring other t)pcs ofcontinuingprofessional education
(CPB) df its licarssss, in Hen ofthe mandaloly annual peer review

The BMP agrees with this recommendation. At its most recent meeting (after this audit was

completed) various new regulations were approved that strengthen CPE.

Auditor Comments.

lhe auditor has stated “the BMP and the Department need to consider alternatives available

to remedy difficulties the board has encountered with rate setting.”

Although this is not a formal recommendation put forward by the Audit, the BMP agrees

So long as the BMP is under the state’s ethics act there can not be etjual

with the comment.
Tic BMP

and full represCi.K.don by the industry and pilot groups on rate setting matters.
believes this is a poor way to conduct business and that state piloting in general and rate
setting in particular would be best served by a balanced BMP as envisioned by the legislature.

1he pilot and shipping company survey conducted as part of this audit noted that although
both comp-ting interestgroups were not satisfied with BMP actions on rate setting matters

that both sides overwhelming agreed that rate setting matters should remain the purview of

the BMP.

lhe BMP looks forward to working with various parties to resolve this impasse. Until such
time this balance can be regained the BMP recommends that contested rate matters be

assigned to a hearing officer.
Thank you (or this opportunity to comment.

Sincerely,

Albert 11. (dough
Chair, Alaska Board < Marine Pilots
Deputy <ommissioner IH."CKD

tic; Rick Irion, Director Division of Corporations,

Mu incss, and Professional laccusing

Kcuda Ileiinbigtu r, Marine Pilot <oonliuator
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SENATE FINANCE COMMITTEE REPORT

MAR 2 7 ?2C07
DATE: 3/16/07 FURTHER: ENATE ANANE COMVITTEE
DATE TURNED
INTO OFFICE:

Finance Committee considered CS FOR HOUSE BILL NO. 108(L&C)
HB 108 BOARD OF MARINE PILOTS

"An Act extending the termination date for the Board of Marine Pilots; and providing for an effective date."

and recommends:

SENATE BILL:
[ ] be replaced w.i'tf 1SCSor[ ]CS ( y [ ] Same Title
| | New Title
i SCS or CS
[ ] adopt previous [ ] [ ] ( ) I_-K])LéSE BI+_.L|:
ame Title
[ ] attached amendment(s) ] E%chnical Title
ange
[ ] adopt Letter of Intent [ ] New ngtle u/
[ ] further referral to Committee SCR#_
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department ~ Date  Fiscal Indet. Zero FN# | Department ~ Date  Fiscal Inde  Zero FN#

z/z\\o\-

[ 1T APPROPRIATION - no fiscal note

_ PRINTED
RECOMMENDATIONS: LAST NAME

Pass

(~ 61Q



REPORTED OUT

FISCAL NOTE MAR 21 2C07

STATE OF ALASKA Fiscal No'e Number: SENATE ANANCE COMMITTES
2007 LEGISLATIVE SESSION Bill Version: CSHB 108(L&C)
(H) Publish Date: 2/22/2007
Revision Date/Timo (Note if correclic Dept. Affected Commerce
Title Extending Marine Pilot Board RDU Corp. Bus & Prof Licensing (117)
Component Corp. Bus & Prof Licensing

sponsor House Labor and Commerce Committee
Requester House Finance Committee Component No. 2360
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 75.1 75.1 75.1 75.1 75.1
Travel 17.7 17.7 17.7 17.7 17.7
Contractual 50.6 50.6 50.6 50.6 50.6
S""plies 0.G 0.6 0.6 0.6 0.6
Equipment 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 144.0 144.0 144.0 144.0 144.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES (
FUND SOURCE (Thousands of Dollars)
1002 Federal Roceipts
1003 GF Match
1004 GF
1005 GF/Protjram Receipts
1037 GF/Montal Health
1156 Receipt Supported Services 144.0 144.0 144.0 144.0 144.0

TOTAL 0.0 144.0 144.0 144.0 144.0 144.0

Estimate of any current year (FY2007) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposall X
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (AUucl) d separate page if necessary)
The revised fiscal note for CS HB 108 (L&C) reflects the change made in the Labor and Commerce

version of HB 108. The termination dme was amended from June 30, 2011 to Juno 30, 2013.

This legislation extends the Board of Marine Pilots to June 30, 2013. Inaccordance with AS
08.03.020, funding is extended one year following the termination date allowing lhe Board to conclude
its affairs. FY 2008 funding Is included in the Operating Budget request. The costs shown for
subsequent fiscal years reflect the direct costs included in the FY 2008 budget. FY 2014 would bo tho
one year extended funding in accordance with AS 08.03.020, which is not included on tho fiscal note.

Phono «105-4945
Dale/Time 2/21/07 12:00 AM

Prepared by: llousu Finance Commiltco
D ivision

Date

Approved by: Representative Kuvin Moyer
Agency Roprosonlativo Mike Chonaull
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Page Lof 2



' FISCAL NOTE U2 (

STATE OF ALASKA BILL NO. CSHB 108(L&C)
2007 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The program is required to cover its costs with licensing fees under AS 08.01.065, and revenue
generated by board fees are anticipated to co /er its full operating costs. New funds are not required to
implement this bill.
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ALASKA STATE LEGISLATURE

HOUSE LABOR & COMMERCE COMMITTEE

REP. KURT OLSON
Rep Mar|<Neuman, V-Chair Rep. Carl Gatto

Chairman
Stale Capitol, Room 17 Rep. Jay Ramras Rep. Berta Gardner
Juneau, AK 99801-1182 Rep. Gabriellc LcDoux Rep. Bob Buch

(907) 465-2693 FAX 465-3835

<J3HB 108
Board of Marine Pilots

CS HB 108 extends the sunset date for the Board of Marine Pilots to 2013, the six year
extension recommended by legislative Audit.

The Board serves a vital public purpose in regulating and licensing qualified
individuals who pilot passenger and cargo ships in Alaskan waters.

Since its inception, the Board of Marine Pilots has helped to insure the safe transit of
large foreign flagged vessels in Alaskan waters.

Virtually everything we purchase, from food to automobiles, medicines and clothing
come to us via cargo vessels. The source of most of our State's revenue travels on
tankers with marine pilots on board. Huge cruise ships, with thousands of passengers

aboard, enter Alaskan ports each summer.

These vessels transit the pristine bays and inlets of Alaska. Future generations of
Alaskan's depend on us to help protect these waters and their beaches from the
inadvertent actions of ships captains unfamiliar with Alaskan waters.

The oversight provided by this Board is critical to the continued safe passage of these

vessels.

Iwould appreciate your support of 11B 108.



LEGISL%WE’BU%*IJ:LT AND AUDIT COMMITTEE

Division of Leuislativc Audit

P.O.Box I1.000
Jiincan. AK 0811-3300
(907)-165-3830

IAX (907)465-2347
legaudit <Uegis,state.ak.us

November 2, 2006

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 vour review.

DEPARTMENT OF COMMERCE. COMMUNITY. AND ECONOMIC DEVELOPMENT
DIVISION OF CORPORA TIONS, BUSINESS. AND PROFESSIONAL LICENSING
BOARD OF MARINE PILOTS
SUNSET REVIEW

October 13. 2006
Audit Control Number

08-20045-06

The audit was conducted as required by AS 44.66.050 and under the authority of
AS 24.20.271(1). Alaska Statute 44.66.050(a) lists criteria to be wused to assess the
demonstrated public need for a given board, commission, agency, or program subject to the
sunset review process. Currently. AS 08.03.010(e)( 10) slates that the board will terminate on
June 30. 2007. and will have one sear from that dale to conclude its administrative

operations.

In our opinion, the termination date for the Board ol Marine Pilots should be extended. Ihe
licensing of qualified marine pilots hcnclits the public's safety and welfare. We recommend
the legislature extend the termination date of the Board of Marine Pilots to June 30. 2013.

I he audit was conducted in accordance with generally accepted government audit standards.
Fieldwork procedures utilized in the course of developing report are discussed in the

Objectives. Scope, and Methodology section.

Pat Davidson. CPA
Legislative Auditor
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Q BJECTIVES. SCOPE, AND iVIETIIQDOLQGY

In accordance with Title 24 and 44 of the Alaska Statutes, we have reviewed the activities of
the Board of Marine Pilots (BMP or the board) to determine if there is a demonstrated public
need for its continued existence and if it has been operating in an efficient and effective
manner. Currently. AS 08.03.010(c)( 10) states that the board will terminate on June 30. 2007
and will have one year from that date to conclude it administrative operations.

Objectives
There are three central, interrelated objectives of ou» report. They are:

1 To determine if the termination dale of the hoard should be extended:

2. To determine if the board is operating in the public interest: and

3. To determine if the board has exercised appropriate regulatory oversight of licensed
marine pilots.

Scone

Our audit reviews the operation and activities of the Board of Marine Pilots for the period
July 1. 2002 through June 30. 2006. Ihe assessment of the board is based on criteria set out

in AS 44.66.060(c).

Methodology

To accomplish the audit objectives, the following documents were reviewed:

* Applicable sections of federal regulations and stale statutes and regulations:

* Minutes of board meetings and annual reports related to. or issued by. the hoard:

e | icensing lilcs lor marine pilots:

e files maintained hv pilot as* talions and contractors related to drug testing ol pilots:
e Marine pilot coordinator's correspondence files;

e Board revenues and expenditures from | V 03 through I;Y 06:

* lcgal information from the Department of l.aw and the courts: and

e Various reports submitted, as required, by the pilot associations.
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Wo interviewed the following individuals and groups:

e Staff of the Division of Corporations. Business, and Professional Licensing (DCBPL).
Department of Commerce, Community, and Leonomic Development (DCCED);

» Pilot associations’ officials, board members, pilots, and shipping agents regarding
various concerns and issues involving marine pilotage in Alaska, 'flic topics covered
included the activities of BMP. the impact of the mandatory retirement revisions made to
marine pilot statutes in 2003, and subsequent impau on the rate setting process on board

operations and pilotage in Alaska;

e U.S. Coast Guard licensing and enforcement officers;

e Chiefinvestigator for DCBPL. DCCED;

* Attorney at the Department of Law familiar with Board of Marine Pilot statute and
regulations:

 Administrative assistants for pilot boards in the States of Washington and Oregon:

e Staffofthe drug testing contractors for the Pilot associations;

* lhe maritime department head of the Alaska Vocational Center in Seward:

» A private sector contractor specializing in maritime training and evaluation of pilot skills;

and
» Executive director anil legal counsel of the American Pilot Association.

Additionally, we conducted a survey of licensed marine pilots, some trainees and
apprentices, and registered agents and organizations that use piloting services. In addition,
we contacted each pilot association and registered agent seeking additional individuals or
organization contacts that they believed might be interested in participating in the survey. As
a result, we identified and issued surveys to seven additional industrylmembers. Our survey

sought responses related to various policy issues, such as:

« Board member objectivity and serv ice:

* Rate setting process;

e Adequacy ofdrug testing:

* Licensing requirements and pilot disciplinary practices: and

e Simulator training, performance evaluations, and continuing professional education.

Industry is ilcliitcd .is vessel agents who must register with |}\II\ shipping and cruise businesses, and vessel

owners.
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Q RGAINIZATION AND FUNCTJOA |

The Board of Marine Pilots (BMP or the board) was created by Chapter 106. SLA 1970.
which became effective May 7. 1970. The statutes were significantly changed with the
passage of the Marine Pilot Act of 1991. At that time the legislature gave BMP broad
statutory authority which included establishing pilotage regions, maximum tariffs, and
criteria for the training and licensing of marine pilots. The policy, findings, and intent ol the

Marine Pilot Act stated:

7/ is the policy of the state to prevent the loss of lives mnl property. anil to protect
the marine environment of the stale hy requiring compulsory pilotage on the inituui
ami coastal water ofanil adjacent to the slate."

In 1995 the legislature extensively revised the statutes and overall structure of BMP.
The most significant change involved the role in establishing rates for piloting services.
This is significant, since pilot associations have control over providing pilot services to
forcign-flagged vessels and domestic oil tankers of 50.000 dead weight tons or greater.

Membership on the Board
Exhibit 1
Members of the
board of Marine Pilots
At October 1, 2006

BMP is composed of seven members. Membership
consists of two licensed pilots who are actively
engaged in that profession, two agents or managers
of vessels subject to the statutes, two public
members, and the commissioner of the Department
of Commerce. Community, and Economic
Development (I)C('l 1)) or a designee. All members
must be residents of Alaska.

Allvrt 11. Clough, DCCED
Deputy Commissioner, Chair

Pilot Members

Dale O. Collins, Southeast Region
By statute, not more than one pilot member and one Anthony ). Joslyn, Southwest Region
agent may be from any one pilotage region
established by the hoard. Additionally, not more
than one registered agent may be employed by. be a

contractor for. or hold a financial interest in the

Agent Memlx'i-s
Robert J. Arts. Southwest Region
l.es Cronk, Southeast Region

same marine industry business entity, including
commonly owned, affiliated, or subsidiary business

entities.

he engaged in the
contract with a

Ilhe public members cannot
piloting profession, have a legal

Public Memlvrs
lack (J. PouUon, Esc], Public Member
Robert Schasleen, Public ylumber

pilot, or luive a direct financial interest in the piloting profession.



Duties of BMP

1 Maintaining an efficient and competent pilotage service on the inland and coastal waters
to ensure the protection of shipping, safety of human life and property, and protection of
the marine environment.

2. Adopting regulations establishing qualifications of. and required training for. pilots and
providing for examination of pilots.

Maintaining a register on licensed pilots, licensed deputy pilots, and agents.

4. Adopting regulations establishing pilotage regions, professional fees, and criteria to
recognize pilot organizations.

5. Reviewing and approving training programs conducted by pilot organizations.

6. Reviewing and approving the articles bylaws, and rules of pilot organizations.

7. Audit a pilot organization or an individual pilot as necessary to implement and enforce
this chapter.

S. Establishing and publishing the dates of future license examinations.

(> Approve or disapprove rates for pilotage services in a manner provided for in the marine

pilot statutes.

DC'CED. Division of Corporations. Business, and Professional licensinLt (DCBP1.)

DCBPI. provides administrative assistance to BMP. Administrative assistance includes
budgetary services and functions such as: collecting fees, maintaining files, receiving and
issuing application forms, and publishing notice of examinations and meetings. On its own
initiative, DCHPI. may conduct an investigation il it appears an individual has engaged - or is
about to engage - in a practice over which DCHIM has authority DCHIM. can issue an order
that the individual slop the practice, bring an action in Superior Court to enjoin the act. examine
the books and records of a license holder and/or association, and issue subpoenas for the

attendance of witnesses and records.

Marine Pilot Coordinator

DCCED employs a marine pilot coordinator to assist the board in fulfilling its statutory duties.
Ihe duties of this position, whose hiring is subject to approval by BMP, are set out at
AS 08.62.050. Ilie marine pilot coordinator cannot work as a pilot, be an active member of a
pilot association, or have a financial interest in a pilot association or the equipment that it uses.
I he coordinator position is funded from Ices generated h\ BMP.

(Irgani/ation of Pilot Associations

All Alaska marine pilots are required to belong to an association. Pilots have formed an
association in each of the three regions of Alaska to provide setvices it) the maritime industry.
Ihv association exists to facilitate joint activities such as billing and collecting for pilot services
and to administer the rotation, dispatch, pilot boat and training operations.
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g ACKGROIJNP INFORMATION

Piloting involves directing a sea-going vessel into and out of waters where navigation has been
determined to be dangerous or difficult. The difficulties can include: (1) restricted waterways,
such as channels, ports or harbors: (2) tides, currents and water depths: and. (3) type and nature
of traffic. A pilot can either be a member of the ship's crew or independer of the crew and
brought onto the ship solely for the purpose of guiding the vessel through u..,gnated pilotage
waters. The pilot's knowledge of the local geography and waterways they are piloting makes
them invaluable to the vessel. The pilot is responsible for the safety of those aboard the vessci

and the protection of the marine environment.

Pilotage of international trade vessels in the United States is regulated by the individual states,
each of which maintains a pilotage system that is suited to the particular needs and
circumstances of its own water. In 1789. the first Congress of tho United States enacted a law
giving the states the right to regulate pilotage in their waters. That created the state pilotage
system, which remains in effect today. Kvery foreign-llag vessel and every U.S.-Hag vessel
engaged in international trade, moving in the waters of a state, is required to use the services of

a state licensed pilot.

Ilislorv of pilotaue in Alaska

I-nactcd in 1970. Alaska's original piloting law created the Board of Marine Pilots (BMP or the
board) to license pilots. The statute did not specify qualifications and licensing standards for
pilots, leaving the establishment of such standards to the discretion of BMP.

In 1990. the legislature drafted and passed a bill, known as the Marine Pilot Act of 1991.
making significant changes to Alaska's pilotage statute. lhe act included a policy, findings, and
intent section which emphasized safety in requiring compulsoiy pilotage on the inland a1
coastal waters of the State to prevent the loss of lives and property, and to protect the marine
environment. lhe legislature gave BMP broad slatutorv authority, including iclenti 1\ ing pilotage
regions, setting maximum tariffs and establishing criteria for the training and licensing of

marine pilots.

In 1995. in conjunction with the sunset extension ol BMP. the legislature again amended the
marine pilot statutes. One of the more significant changes the legislature made involved the role
BMP has in establishing rates charged for piloting sen ices. | aider the revised statute, local pilot
associations set rates either through negotiation with shippers or In providing due notice to all
enterprises utilizing pilot services. Upon due notice of a change in rates, affected parties can

appeal the change in proposed rates lo BMP.



Rate Sellinu Process

Prior to 1995, the rates for marine pilot services were established as a maximum tariff set by
BMP. This tariff served as a basis for customer charges. Typically, users of marine pilot
services paid an amount which included a negotiated discount from the established tariff.

lhe 1995 amendments to the marine pilot statutes made rate setting the responsibility of the
local association through provision of published rates to customers (utilizing pilot services), or

negotiation of rales with shipping industry customers.

Upon due notice ofa proposed rate change, affected parties can appeal the newly proposed rates
to BMP. If the parties fail to reach an agreement, the board can solicit information from the
association about the proposed rate change. BMP can then evaluate the information presented,
and determine if the proposed change in rates is reasonable. Tho board acts as the final binding

arbiter where the published rates are disputed.

Rate setting was further complicated with the addition of 12 AAC 56.310(e) and (I), effective
February 12. 2005. which included the retirement surcharge in the rate setting. This regulation
provides that a pilot organization is to provide a retirement plan or program for eligible
members. Also, the pilot organization may assess a separate charge at a rate necessary to
provide the benefits to be paid out under a retirement program. The charge for the retirement
plan or program is to be listed separately in the published rate.

Requirements for federal licensing

The U.S. Coast Guard (USCG) enforces federal pilotage laws and issues federal licenses to
individuals who meet its requirements. In most states, including Alaska, an applicant must have
a USCCi pilot license in order to obtain a state license. lhe USCG license is usually referred to
as a “minimum standard of competence*' license. USCG licensing requires a minimum amount
of qualify ing sea service in addition to passing a written examination.

A federal license is valid fora period of five years. For renewal of the license, a pilot has to
submit evidence of one year of sea service within the previous five years. Pilotage
endorsements on the license do not expire, but evcrv live years the pilot must make one
familiarization round-trip over the route for which they have an endorsement, lor long or
extended routes, the pilot does not have to physically make the familiarization trip: the pilot can
be certified based on his review of publications and charts.

Requirements for state licensing

Since knowledge of local geography and waterways is an essential aspect of the pilotage
profession, individuals licensed as marine pilots are required to have extensive navigational
experience, established In stale law. these requirements involve up to ten years experience in
navigating vessels of various sizes. Due to these requirements, most applicants for marine pilot
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licensing have extensive experience either with the USCG. Alaska Marine Highway System, or

commercial shipping.

Pilot trainee programs provide on-the-job training in the region where licensure is sought. Entry’'
into an apprenticeship program typically requires less experience than entry as a trainee.
Candidates in trainee/apprentice programs progress from either trainee or apprentice to a deputy
marine pilot (license issued by BMP) and, finally to a marine pilot. It takes from one to lour
years to attain licensure as a deputy marine pilot. All training programs require the candidate to
ride a ship with a fully licensed training pilot, observing their handling of the ship. Over time,
the trainee or apprentice begins to handle the ship under the training pilot's guidance. Statute
requires a minimum of four years rpprenticcship training to become a deputy marine pilot. A
deputy marine pilot, in addition to other requirements set out in statute, must have three years
experience as a licensed deputy marine pilot to obtain a marine pilot license.

Alaska has a biennial license renewal. BMP has incorporated the continuing proficiency
requirements for license renewal in regulations: (1) a marine pilot with Very Large Crude
Carrier (VLCC) endorsement for license renewal after January 1 2001 must have satisfactorily
completed a manned model course within six years preceding the license period for which
renewal is sought: (2) a deputy pilot and marine pilot must receive a pilot performance
monitoring with at least a .atisfaclory rating each calendar year in which the pilot is engaged in
piloting vessels for 30 days or more: and (3) a marine pilot or deputy marine pilot applying for
license renewal effective on or after January 1.2003. must document satisfactory completion of
it board-approved, simulator-based training and pilot performance evaluation within six years
preceding the license period for which renewal is sought.

Vessels subject to Alaska marine pilotage regulations

A pilot is required to be employed for vessels navigating inland and coastal waters of. or
adjacent to. the State (as delined In the board). Ibis includes any oil tanker of 50.0(10 dead
weight tons or greater, navigating in state water beyond Alaska pilot stations. Vessels exempt
from this regulation include vessels subject to federal pilot requirements. 11.S. or Canadian
fishing vessels, many U.S. and Canadian registered vessels and foreign-llagged yachts 65 feet

or less in overall length.

Pilot discipline

All 24 maritime states have procedures for disciplining pilots when incidents occur while the
pilot is operating under their state license. In Alaska, reports arc investigated by the marine pilot
coordinator (MPC). who serves as primary staff to BMP. BMP has the authority tj) suspend or
revoke a pilot’s license. BMP also has the statutory power to suspend or revoke a pilot's state
license if their 11SO i license has been conditioned, suspended, or revoked.

The USCG investigates shipping accidents and other navigational incidents involv ing marine
pilots operating under its federal license. The USCG has the authority to issue a letter ol
warning or reprimand, levy a line, or seek criminal prosecution. lhe USCG may suspend or
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revoke a pilot's federal license if the pilot violated maritime law or regulation, or was negligent
or inattentive to their pilotage duties. However, marine pilots operating within state waterways
are not directly under the purview of the USC’G.*

Prim and Alcohol Testinu Protzram

Under AS 08.62.040(b)(2), BMP has the discretionary authority to establish responsibility for a
mandatory random drug and alcohol testing program. BMP has delegated the responsibility for
the administration of alcohol and drug testing to the local pilot associations. The board requires
each pilot association establish a mandatory random drug testing program. Alcohol testing is
also performed, but only after a maritime incident or for reasonable cause.

Board regulations specify that a pilot must participate in a random drug testing program
conducted according to the requirements of federal regulations (46 CFR 16 and 49 CFR 40).
Additionally, pilots are required to report to the marine pilot coordinator that they have
participated in a random drug te ting program during the previous year.

License Fees

Alaska Statutes 08.01.065(a) and (e) require the Department of Commerce. Community, and
Economic Development to adopt regulations that establish the amount and manner of payment
of an occupation's applicable fees, and that the fee collected for an occupation approximately
equals the actual regulatory costs for the occupation. Licensing fees have been as follows:

2001//2002: $2,000
2003/2004: 2.600
2005/2006: 2.000

Exhibit 4 on page 23 shows revenues anti expenditures for the Board for FY 03 through
FY 06.

Allhough not under the jurisdiction of the 1 S( (i, ;t marine pilot could he assessed a civil penalty !<rviolations of

| scti rules.
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PURPORT CONCLUSIONA

Under AS 08.03.010(10), the Board of Marine Pilots (BMP or board) will terminate on
June 30. 2007. If the legislature does not take action to extend the hoard's termination date,
then AS 08.03.020 provides the board one year in which to conclude its administrative

operations.

The regulation and licensing of qualified marine pilots benefit the public's safely and
welfare, as well as protection of the environment. The board provides reasonable assurance
that the individuals licensed to pilot passenger and cargo ships in Alaskan waters are
qualified to do so. The board has successfully worked with the pilot associations in resolving
many of the problems identified in prior sunset audits and has contributed to improving
marine safety in Alaskan waters. However, over the past four years the board has been
hindered in effectively executing its statutory requirement to arbitrate over the rate setting

process.

As discussed in the Findings and Recommendations section. BMP's administration of the
mandatory drug and alcohol testing is not consistent with established regulatory standards
and needs improvement. Further. BMP should establish procedures to ensure adequate
coverage of the marine pilot coordinator’s critical investigation functions during a vacancy or
extended periods of absence. Ihe board should also consider changes to continuing
professional education. Additionally, the legislature should consider statutory changes to
direct the usage of pleasure craft exemption fees. See Recommendation Nos. | through 6 for

further discussion.

In our opinion. BMP serves an important public purpose. It should be continued in statute
and its termination date extended for six vears until June 30. 2013.
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jp INDINfiS AND RECOMMENDATION

Four recommendations were made in the prior Board of Marine Pilots (BMP or the board)
sunset audit report.” One recommendation has been satisfactorily addressed; however, the
remaining three are reiterated as Recommendation Nos. | through 3 below. Recommendation
Nos. 4 through 6 are new recommendations.

Recommendation No. 1

BMP should establish more informative and comprehensive reporting requirements so the
marine pilot coordinator (MPC) can confirm that an annronriaic number of licensed pilots are

consistently being subjected to random testing.
Prior Findiim

Current state regulation 12 AAC 56.940(h) requires each pilot to submit a report to the MPC
by January' 31Mof each year staling that the pilot has participated in a random drug testing
program during the previous year. The respective pilot association provides this annual
report on behalf of their pilot members. The report is essentially a list of the assoc lion’s
membership - since presumably all members are subject to. but not necessarily selected for.
random testing for alcohol and drugs. Nowhere in the report did it indicate if a pilot was

actually selected for. and submitted to. a drug test.

Legislative Audit’s Current Position

The prior finding has not been resolved. Of the three associations, two provided the MPC
with an incomplete listing of pilots participating in drug testing. Specifically, so ne pilots
identified as working and included in the testing pool were not listed on the report to the
MPC. The third association failed to list any of the pilots participating in a drug testing

program for both 2004 and 2005.

Incomplete and inaccurate reporting is due in part to the associations not fully understanding
state regulation and failure to verify the information listed prior to submitting to the MPC.
This information provided to the MPC does not support the actual testing activity conducted
and. therefore, is not in compliance with state regulation.

We recommend that BMP revise regulations relating to drug test reporting to ensure the
MPC has complete and accurate information with vhich to identify the extent and results of

1Division of Ivid*luti\c Audit's Dopartmont ol Community and Economic Davatopmont, Board of Marino Pilots,
Novomtioi 1 2002, Audit Control No. 08*201115-02,



testing conducted. We further suggest the board develop or amend current regulation to
provide for more specificity about what constitutes participation in a drug testing program, as
well as what process should occur in the event of a positive4 test result. See Recommendation

No. 2 for further discussion.

We recommend the MPC take a more active role in monitoring the associations' testing
programs throughout the year.

Recommendation No. 2

BMP should take action to ensure rcunnal pilot associations administer mandatory alcohol
and druu lestinti programs in a manner consistent with established retaliatory standards.

Prior Finding

Under AS 08.62.040(h)(2), the board is authorized to develop a mandatory drug and alcohol
testing program for licensed pilots. The board adopted regulations that delegated the
responsibility for administering a mandatory alcohol and drug testing program to the local
pilot associations. Further. BMP regulations required that local associations administer their
programs in accordance with requirements set out in Titles 46 and 4 of the Code of Federal

Regulations.

l.cuislative Audit's Current Position

The prior finding has not been resolved: however, some improvements have been made. We
reviewed detailed records for calendar years 2004 and 2005 - related to the mandatory
alcohol and drug testing programs at all three pilot associations, as well as their drug
contractors in the State. These records show continuing problems with the completeness of
testing programs and inconsistencies with federal regulatory requirements. Issues noted

were:

I. lesiine follow-through was incomplete. During 2005 two pilots, from one association
selected for random testing, failed to report for analysis. No further follow-up effort was
made by the association to ensure that the selected individuals were tested. In addition,
one pilot that was selected took over two months to report for testing. Failure to report for
testing is considered a posSitive result according to federal regulation. If a pilot is

determined to have a positive result

"before they inav return to work aboard a vessel, the medical review officer shall
determine that the individual is drug-five and the risk ofsubsequent use of dangerous
drugs by that person is sufficiently low to justify his or her return to work fn addition.

1Positive results equate to drugs or alcohol found in urine during drug testing analssis
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the individual shall agree to he subject to increased, unannounced testing for a period
as determined by the medical review office o fup to 60 months.

BMP has no follow-up process in place.

Selection for testing was inconsistent between associations. Ail associations contract for
drug testing services. The contractor may include a number of organizations within a
consortium to establish a single testing pool. Two of the three pilot associations have
established their entire membership as a single testing pool.

In contrast, the membership of one association has directed the contractor to include
within their testing pool employees of another entity within their organization*’ creating
two subgroups. The addition of the subgroups of nonpilots represents approximately one-
third of the association’s testing pool. Although, in 2005. 50 percent of the pilots were
tested in-compliance with federal regulation, the addition of the group of nonpilots
effectively dilutes the testing pool. While including both groups is technically consistent
with federal regulation, the association has no mechanism that ensures the subgroup of
marine pilots will consistently meet the 50 percent requirement.

Further, this same association did not have any signed agreement with their contractor. If
testing problems do occur, responsibilities of either party are unclear, due to lack of

agreed upon procedures to resolve them.

All pilots were not enrolled in a druu testing piouram. On a regular basis the associations
provide a current listing of active pilots for inclusion in the quarterly, random selection
process performed by the contractor. However, one association was unable to provide
adequate support for which pilots were actually working during two different quarters in

2005.

Further, three pilots from two different associations were not enrolled by these
associations in their mandatory drug testing program. Accordingly, even though these
individuals should have been subject to random testing, they were newer “eligible” for
selection in the quarters reviewed. because their names were not provided to the
contractor. One of these pilots claimed lie participated in another drug testing program:
however, the pilot association did not keep sufficient evidence to support his

participation.

The reason for these oversights and inconsistencies were due to either the pilot associations’
lack of understanding of testing program requirements set out in the relevant federal
regulations, ot miseommunieation between the associations and their contractors.

I cder.it regulation 4(» Cl K 16..170, Medical review officer.
litis other group included pilots ili.it I'crricd the marine pilots to from pickup and drop-off points, .is well as

maintenance wotkers and cooks.
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Wc recommend that BMP lake a more active role in administering the drug testing program.
Procedures and processes should be established through enhanced regulations to clarify the
iole of the pilot associations in meeting compliance requirements. Additionally, the board,
through the MPC should actively monitor the pilot associations. Specific areas which should

be addressed include, but are not limited to:

» ldentify the number of days, following pilot notification, to report for testing that
constitutes a failure to report.

« Immediate reporting to the MPC of positive test results or failure to report.

» Require each pilot association to set out in their by-laws, or operating rules, assurances
that they will test 50 percent of their marine pilots.

* Require associations to have a current signed agreement with their testing contractors, as
well as providing a copy to the MPC".

e Establish a mechanism or process where the MPC can verify that all pilots are enrolled in
their association's program or supply adequate documentation that they arc actively

participating in another random drug testing program.

Recommendation No. 3

The leuislature should consider amendinu current statutes in order to extend mandatory drue
and alcohol testine to pilot organization trainees and apprentices.

Prior Tindine

At the time of the prior review, no statutory or regulators provision existed which required
trainees or apprentices to be subject to random drug testing. Pilot associations reported that
most trainees and apprentices worked for other employers involved in maritime activities. As
such they were likely to be included under other employer testing programs according to

federal regulations.
l.cuislalive Audit's Current Position

The prior finding has been partially resolved. The legislature gave the board, through statute,
the authority in 201)5 to adopt regulations requiring trainees and apprentices seeking a license
to participate in a mandatory drug and alcohol testing program through a change to
AS 08.62.040(b)(2). The board, however, has yet to propose any mandatory random drug
testing regulations over those trainees and apprentices seeking a deputy marine pilot's
license. At the present time those seeking a deputy marine pilot's license, under the purliew
of BMP. are not held to the same standards as a licensed deputy or marine pilot for drug
testing. Associations were attempting to manage this requirement informally, but each
association had trainees and apprentices who were not fully participating in the program.
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Apprentices and trainees should participate in random testing with the pilot associations.
This ensures all individuals who board and train on vessels, under the State's marine pilotage
requirements, are subject to random testing. It would also ensure that their participation is

reported to the board.

Accordingly, we recommend BMP develop regulations requiring the inclusion of trainees
and apprentices to participate in the random drug testing programs administered by the pilot
associations. Additionally, they should be included within the reporting requirements as
identified in Recommendation No. I.

Recommendation No. 4

Ihe legislature should consider clarilviim current statutes specifying the use of pleasure craft

exemption lees.

Currently, pleasure craft exemption fees (yacht fees) received by BMP are combined with
pilot licensing and other marine pilot occupational fees. A four-year average of yacht fees,
from 2003 through 2006. represents approximate!) 28 percent of the annual revenues of the
board. These additional revenues became part of the Division of Corporations. Business, and
Professional Licensing's (DCBPL’s) computation in determining the amount to assess pilots
and pilot candidates for covering the subsequent year's anticipated operation and regulatory

costs of the board.

Alaska Statute 08.01.065(c) states:

“... the departmem shall establish fee levels under la) of this section so that Ihe total
amount offees collectedfor on occupation approximately etptals the actual regulatory
costsfor the occupation. " |I’'mphasis added |

Because statutes refer to the amount of fees collected “for an occupation”, any fee not related
directly to operations or regulation of that profession or trade, such as yacht fees, should
presumably not be combined with that occupation's licensing lees. Undercurrent procedures
combining yacht fees, not directly related to the piloting profession, results in a reduction of
licensing fees due from pilots to support the operations of the board, further. AS 08.62.180

stales:

"... .In exemption issued tank r this subsection may he revoked by the board if the vessel
IS not operated in a manner that is appropriate to protect human life, property, and the
marine environment or if the vessel does not comply with all applicable local, shite, and

federal laws. " |[fmphasis added |

Ihe Slate through BMP  has identified certain pleasure craft as exempt from regulatory
oversight, based on a determination they are not a substantial threat to public safety or the
environment, as long as the owner or master follows the terms and conditions of the
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exemption granted. Therefore, the State has taken on the risk associated with potential harm
to the public and the environment. Although the board incurs some costs associated with the
administration of yacht fees, they are negligible at less than one percent of total costs of the

board in FY 2006.

In our view, regulatory guidance is unclear as to whether the yacht fees paid by owners or
their agents should be included with marine pilot licensing revenues. Hxclusion of yacht fees
provides that, similar to other regulated occupations, the board’s operations are only
supported by pilots’ occupational fees. Accordingly, we recommend the legislature consider
revision of current statutes to clarify the use of the yacht fee revenues received by BMP.

Recommendation No. 5

Ihe director of lhe DCBPL should ensure coverage of the marine pilot coordinator's
investigative functions occur during extended absences or vacancy.

A violation of vessel movement was reported in Western Alaska during the summer of 2004.
Information supplied to the MPC. as required undei AS 08.62.157(b).7 was not investigated
within a reasonable amount of time. The case was not assigned for investigation until
January 2005. a full six months after the reported violation. At that time, the attorney
general's office determined too much lime had elapsed to ensure an adequate investigation of

the events.

The MPC position was vacant during the last half of 2004. and a divisional staff member
performed only cursory functions as acting-MPC. Reliance is placed on the MPC as the
primary investigator of marine pilot violations reported to DCBPL. When stalling issues,
such as vacancies or extended periods of absence occurs, adequate coverage over this
position’s investigative functions should be a priority. Without timely investigations
performed "the protection of shipping, the safety of human life and property, and the
protection ot the marine environment... " are placed at risk.*

We recommend the DCBPI ensure appropriate coverage of critical investigative functions
when the MPC's position is vacant for an extended period of time. Ihe Division's Office of
Investigation should take over the functions during extended absences ol’lhe MPC.

AS 08.62.157(b) Duties of licensed pilots: “ I person licensed muter this chapter shall report to the appropriate
authority all violations ofa fcdeial or slate pilotage law

AS 08.62.0 1()(al( 1) Powers, duties, mu! limitations. " lhe hoanl shall provide lor the maintenance ot eUr ient and
competent pilotaye service on the inland and coastal water ot and adjacent to the state to assme the protection ol
shipping the solely ol human li/e ant!property, and the protection ol the marine envinmment "
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Recommendation No. 6

BMP should consider changes to regulations requiring other tvnes of continuing professional
education (CPE) of its licensees, instead of the manda'orv annual peer review.

To meet CPE requirements,” marine pilots and deputy marine pilots receive annual
performance monitoring, also known as a "peer review." Peer review is normally a more
effective mechanism to ensure continued competency. Although peer reviews are being
conducted by the associations, the board is not monitoring associations to ensure satisfactory
annual completion by each pilot as required. Additionally, interviews and results of our
survey of marine pilots, identified that generally pilots do not consider peer reviews either

useful or objective.

If pilots do not consider peer reviews a useful requirement for ensuring competency of
performance, the board should - at a minimum review and reconsider changes to the
current process. Further, other alternatives that may be more effective on an annual basis
should be given consideration by the board. Continuing education should provide reasonable
assurance that the professional is at least keeping abreast with new developments and
maintains an awareness of the changes occurring in their profession.

BMP needs to be responsive to the public need for continued competency of licensed pilots.
We recommend the board consider developing a CPE program or find an effective peer
review process which provides an objective, useful measure of licensed pilot performance.

12 AAC 56.083(0 Continuing education rc<|uircinents: * | depun murine pilot or murine pilot mint receive updoi
pelformanee monitoring with m least  siiiis/inloiy runup each calendaryear in u hicli the pilot engages in piloting
iwad \ fur JO-Avia or nittrr "
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A UDITOR’'SCOMMENTg

As discussed in the Analysis of Public Need section on page 21. rate setting has hindered the
efficiency of board operations and has increased legal costs incurred by the State on behalfof

the board.

BMP and the Department need to consider alternatives available to remedy difficulties the
hoard has encountered with rate setting.

Over the past four years the board’s requirement to hear disputed rate proposals has
increasingly become hampered by difficulties of conflicting public policy in statute. BMP is
a .even-member board consisting of: two marine pilots, two industryld members, two public
members, and the commissioner’s designee. Inherent in this makeup is a balance of licensed
pilots with an equal number of industry members. On rate setting matters it is presumed the
four members would cancel each other's vote out. leaving the deciding vote on an issue with
the two public members and the chair. Ostensibly on rate setting matters, the board becomes
a three-member board the two public members and the commissioner’s designee.

In addition to balancing pilot and industry members on the board, the legislature also
specifically exempted the board from the Administrative Procedures Act (AS -14.62). This
means the responsibility of hearing rate selling issues is retained by the board and not
automatically assigned to an administrative law judge when there is a dispute.

However, the application of Alaska’s Hxecutive Branch Ethics Act (AS 39.52) has caused a
disruption of the voting balance on rate setting matters. Under Alaska’s Hxecutive Branch
Hthics Act. members ofa board or commission are considered a public officer. AS 39.52.120
defines what is considered a misuse of an official position. Ihe act specifies.

". I public officer may not., lake or withhold official action in order to affect a matter in
which the public officer hits a personal or financial interest.

Ihe impact of the Hthics Act is that nonpublic members of the board may have to recuse
themselves from voting on rate setting issues. When the board is voting on whether or not to
increase pilotage fees in a specific pilotage region, the pilot on the hoard from that region has

a clear financial conllict.

However what is less clear, is when the industry member has a conllict. Under AS 1)8.62.11).
an industry member must be “....registered agents or managers of vessels subject to this
chapter who are actively engaged in the procurement of pilotage services.... Xot more than
one registered agent <tr manager may be employed by. be a contractor for, or hold a

ImIiNrv nieinhers arc comprised of vessel agents, shipping and cruise line firms, and vessel owners.
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financial interest in the same marine industry business entity, including commonly owned,
affiliated, or subsidiary business entities.

Currently, there are neither board policies requiring disclosure of all the business affiliations
for its industry hoard members nor guidelines provided when an industry’ member has a

conllict under the State's Ethics Act.

The effect of recusing one nonpublic member of the hoard during rate setting is to create an
imbalance in vote counts between pilots and industry board members. When one of the two
pilot members is recused, industry needs only two of the three votes of the public members
and chair to defeat a rate matter. Whereas the remaining pilot would need all three votes to

pass a rate matter.

Rate setting is absent from the purview of most professional occupational boards in Alaska
with the exception id' the Board of Marine Pilots." Further, rate setting is part of the
objectives of other states' marine piloting boards - such as Washington’s State Board of
Pilotage Commissioners and the Oregon Board of Maritime Pilots. Both of these slates have
recognized that their hoards, created in statutes, have an inherent financial conllict of interest
when voting on pilotage rate issues. Despite this conllict. no member need recuse themselves
from voting on board issues in which they have a direct financial interest because it would

create an imbalance.

The Department and BMP should consider the options available to them which would
alleviate the rate setting difficulties currently hampering their effectiveness. Some options to

he considered might include:

* A narrowly defined exemption within the Ethics Act. specific to rate setting. Although
this is in opposition of public policy, the unique nature of hoard functions could support
this action while still generally recognizing all other Ethics Act requirements that are

applicable to protect public interest.

 lhe board can establish policies requiring employment disclosures from the industry
members that identify all business relationships. The hoard can then establish a policy
identify ing those circumstances when an industry member has a conflict and should be

recused from voting.

« Removal of the hoard's exemption from the Administrative Procedures Act. effectively
removes the hoard from the rate-setting process and forwards the sole responsibility for
rale decisions to an administrative law judge.

In mklitinn, the Hoard of Realtor* sets specific rales, lull it is done based on advise of the Department and *uh

resented to hoard members.
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/" NALYSIS OF PUBLIC NEEp

Limited Analysis

The following analyses of the Board of Marine Pilots* (BMP or the hoard) activities relate to
the public-need factors defined in the sunset law, AS 44.66.050(c). These analyses arc not
intended to be comprehensive, but address those areas covered within the scope of our
review.

As part of the review, a survey was conducted of the primary stakeholders of the board's
functions and actions including pilots licensed and regulated by the board and industryi: who
utilize the services of pilots. Seventy-seven pilotsl were provided the survey and
50 responded. Twenty-three industry members were provided the survey and 13 responded.
Survey results are presented in the Appendices of this report.

Defer/nine the extent to which the hoard, commission, or program has operated in the
public interest.

The regulation and licensing of qualified marine pilots benefits the public’s safety and
welfare. The quantity of tourist passenger ships traveling in Alaskan waters, coupled with
shipping, has continued to make BMP’s role important. During the period covered by this
review (July 1, 2002 to June 30. 2006) BMP has licensed six deputy marine pilots and five

marine pilots.

file board provides reasonable assurance that the individuals licensed to pilot passenger and
cargo ships in Alaskan waters are qualified to do so.

BMP has continued to update their exam database questions and answers for content,
applicability, and accuracy . lhe pilot associations’ designated training chairs, actively solicit
all pilot members for questions to present to the hoard for input into the testing database. Ihe
board also focused on improvements to address training and continuing education of Alaska

marine pilots as follows:

e The hoard has increased both docking requirements and supervised transits within
particularly sensitive cm ironmental or hazardous waterway s.

e The hoard has a proposal into the Department of l.aw for changing regulations from a
board-approved simulator to an industry-standard Class A facility,l’

Industry represents vessel agents. shipping and cruise linns, aim vessel owners.

" Includes some trainees.
1' Del Norske is nrating s> 'em which identifies simulators meeting an industryedetermined standard, <lass A being

ihe most rigorous.
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e The board has created new requirements for a marine pilot wishing to transfer from
One region to another. Specifically, the pilot must have successfully completed the
board-approved training program for the requested region prior to approving the license

move.

Survey responses showed mixed results on the overall satisfaction of the board's
performance. Pilots responded with 52 percent “above average" for overall satisfaction
whereas, 54 percent of industry members rated the board's performance "below average”
(See page 31). Similar!), 44 percent of the pilots gave the board a rating of "above average”
on addressing important issues while 62 percent of industry representatives gave the board a
"below average" rating on the same factor (See page 32).

Determine the extent to which the operation ofthe hoard, commission, or agency program
has been impeded or enhanced by existing statutes, procedures, and practices that it has
adopted, and any other matter, inchtding budgetary, resource, and personnel matters.

Rale Settine o
Exhibit 2

The board's rate setting process has been Board Handling of Rato Setting Issues
significant!) impeded by the role of board
members which has been determined to be 800 69 A
in conllict with the Executive Branch 60;;
Hthics Act. Specifically, over the past four 40. 26 38%
years, the necessity for some pilot . e 23%
members to recuse themselves from voting Lo "le % °ox
on rate issues has created an imbalance on 0> )

ADove Average Below NA/Don't
the board. The board structure, established Average Average Know
by the legislature, created a situation

0O Manna Pilot* Olndus'ry

where the two licensed pilots and two

industry members would, most likely, Exhibit 3
have an inherent conllict due to a personal
or financial interest when rate decisions
came before the board. See Auditor sae 70
Comments for further discussion.

Romovo Board from Rato Setting?

S0
As shown in Kxhibils2 and 3. 66 percent . <
of industry respondents rate the board's 200 | J5.
handling of rale issues as below average.
However, both pilots and industiy oppose Ov *
removing the rate setting process from the ves
hoard. jMafin# Pdoll  Dynctuoewy
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Exhibit 4

Schedule of Board of Marine Pilots

Revenues, Expenditures, and Cumulative Roll Forward

Board Revenues:
Yacht Fees

For the period FY 03 through FY 06
(unaudited)

Licensing and Occupational

Revenues

Total Revenues:

BoarcVOccupation Direct
Expenditures:
Personal Services
Travel
Contractual
Supplies
Equipment

Total Board/Occupation Direct

Expenditures:

Total Administrative Indirect

Expenditures:

Total Direct and Indirect

Expenditures:

Revenues - Expenditures

Cumulative Roll Forward

Surplus

Hoard Finances

S

FYO06

37,050

29,967
67,017

82,039
19,152
60,685

168

162,044

3,693

165,737

(98,720)

72,0-14

FYO05

43,064

162,380
205,444

63,116
16,211
37,979

727

118,033

4,445

122,478

82,966

170,764

FYO04

51,500

11,430
62,930

98,937
17,084
24,622

580

111,223

4,382

145,605

(82,675)

$ 87,798

FYO03

26,800

198,602
225,402

82,230
12,757
15,945

388

111,320

4,409

115,729

109,673

170,473

The schedule above presents the board revenues and expenditures used to calculate the
board's licensing lees.1” At the end of IT 06. the board shows a surplus of over $72,000.
Ciiveil the current litigation regarding rate setting, contractual costs in IV 00 are higher than

Any lines collected by the ho;u

licensing lees.

KL\ 11 uM > >l

arc not reflected in this schedule because they are not used in calculating the
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prior years and probably will be higher again in FY 07. Therefore, the current surplus is
necessary to avoid increasing licensing fees in the future to cover the cost of the litigation.

As discussed in Recommendation No. 4. the crediting of yacht fees to the board should be
reexamined. If a change is made to exclude yacht fees from the calculation of required
license fees, then licensing fees would likely increase. Licensing fees have been lowered in
recent years as a result of the inclusion of yacht fees in the overall fee determination

calculation.

Prim Testing

Passive enforcement of the drug testing program, through delegation to the pilot associations,
did not significantly improve from the nrior audit period. Current procedures and practices
by the board are insufficient to ensure the adequacy of the drug testing program. ‘'l hose
practices impeded the board's ability to operate effectively. See Recommendation Nos. 1

through 3.

Determine the extent to which the board, commission, or agency has recommended
statutory’ changes that are generally of benefit to the public interest.

During the past four years the board has supported three statutory changes. lhe tirst was
enhancing the drug testing to include trainees and apprentices seeking a license. lhe second
change modilied the exemptions for pleasure eralt from requiring pilotage, flic Until change
was io modify the degrees and minutes of the northern latitude where compulsory pilotage is

required.

Determine the extent to which the board, commission, or agenty has encouraged
interested persons to report to it concerning the effect of its regulations and decisions on
the effectiveness of service, economy of service, and availability of service that it has

provided.

BMP has published notices of all examinations, meetings, and prospective regulation
changes. Public notice of meetings, examinations, and changes in published rates tire made in
newspapers of general circulation and also in the State of Alaska's Online Public Notice
website. Additionally, a period of time for public comment was available tit each 1IMP

meeting.

Ilie Division of Corporations. Business, and Professional Licensing (DCHIM.) maintains ti
list of individuals or organizations who arc interested in the regulations of that occupation.
DCHIM sends a \otice of Proposed Regulations automatically to the parties on the
occupation listing, each time there is ti proposed change in the occupation's regulations.
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Determine the extent to which the hoard, commission, or agency has encouraged public
participation in the making ofits regulations and decisions.

As noted previously, each board meeting's. agenda allots lime lor public comment. The
public has been encouraged to use these public comment periods to express concemns, obtain
Information from the board, and participate in the regulatory process. When the agenda time
allotments could not be followed based on topics Covered, the board still adhered to the

specified public comment period.

Determine the efficiency with which Public inquiries or complaints regarding the activities
ofthe board, commission, or agencytiled with it, with the department'to which a board or
commission is administratively assigned, or with the office of victims' rights or the office

ofthe ombudsman have been processed and resolved.

Complaints and concerns regarding decisions and activities of the board, as well as
comPIalnt_s about the performance 0f licensed marine pilots, were generally handled and
resolved in an appropriate manner consistent with its Prlorlty and the limitations of the
DCBIM.'s staff. However, during a.period of apP_romma ely six months, the MPC position
was vacant and critical investigation functions were not timely handled. (See

Recommendation No. 5.)

No complaints were filed with the Office of the Ombudsman or the Office of* Victims Rights
In recent years regarding the operations of the board specifically. or marine pilots in genéral.
BMP has revoked two marine pilot licenses - one each in 'V 04 »nd I'Y 06, these
revocations were due to an accident oecuiring as a result of the pilot's actions and due to

medical reasons, respectively.

Survey respondents expressed opinions about complaints, investigations, and disciplinary
actions as follows:

» forty-two percent of ingustry respondents said the board should be more proactive during
the Course of an investigation into ;m accident which causes damage or harm to people,
property, or the environment. In contrast. 72 percent of pilots believed the board did not

need to"he more proactive. (See page 36)

Indlustry representatives were evenly split on bow the board handled incidents involving
pilots. 38 percent rated the board” above average. 38 percent rated Ihe board below

average and 24 percent rated the board
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Determine the extent to which a hoard or commission that re?ulates entry into an
occupation or profession has presented qualified applicants to serve the public.

Qver the past four fiscal years, the board has certified five individuals as marine pilots and
six individuals as deputy marine pilots.

Exhibit 5
Schedule of Pilots as of dune 30,2006
Deputy
Marine Mqrme _ _
Region Association Pilots Pilots Trainees  Apprentices
Southeast Southeast Alaska Pilot Association 42 3 2 5
Western Alaska Marine Pilots 0 0 1 3
Southcentral Southv est Alaska Pilot Association 20 2 3 0
71 5 6 8

Totals

When surveyed. 60 percent of the pilots believed the board requirements of trainees and
apprentices Wwere jus H%ht. However, on the issue of continued competenc¥. 16 percent of
the pilots indicated that the peer-conducted performance evaluations were not effective. (See

Recommendation No. 6)

A ma OW of both industry members and marine pilots believed there were sufficient pilots
available to meet business needs. In addition. 83 percent of industry indicated a hlg]h level of
skill was necessary to pilot their vessels; whereas, 66percent believed fhat pilots
demonstrated a high'level of skill. (See page 43)

Determine the extent to which state personnel practices, including affirmative action
rei/uirements, have been co_m_Phed with by the board, commission, or agency to its own
activities and the area ofacfi' ity or interest.

No evidence indicated BMPs noneompliance with state personnel practices, includinﬂ
affirmative action, in quallfyln?_ applicants or in hiring the marine pilot coordinator, |-ac
time. BMP has denied an alop icant a license the reason has been based on experience

requirements and not personal attributes of the applicant.

Determine the extent to which statutory, regulatory, budgeting, or other changes are
necessary to enable the a%ency, board, or commission to better serve the interests of the

public and to comply with thefactors enumerated in this subsection.

See the discussion presented both in the bindings and Recommendations section ami the
Auditor Comments section of this report.
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Determine the extent to wf .ch the board, commission, or agency has effectively attained its
objectives and purposes and the efficiency with which the board, commission, or agency

has operated.

QOver the past four years, considerable time has been spent by BMP on rate setting issues
hmderln(t; the efflclenc;( at which the board operates. Issues that impact the evaluation of the
rates by the board involve the inclusion of a retirement surcharc_ie in the rates set bE/ pilots: as
well as, pilot board members' ability to vote on rate issues and the need to recuse themselves

from voting on rates being set in the region they represent.

Rate issues have resulted in increased reed for legal advice by an administrative Iawju_dqe.
In one recent rate setting hearing. BMP chose not to even héar the case and automatically

passed the issue to ajudge.

Sixty-nine percent of industry respondents and 38 percent of pilots gave the board a helow
average rating on rate setting issues. However, both industry and pilots overwhelmlnglﬁ
(75 percent and 72 Spercent, respectively) support the board's” continued in\ dvunent wd

rate setting issues. (See page 34)

Rate setting issues were, again, recently addressed by the Superior Court. The review* 0 ~ase
related to a hoard vote on & 2003 Southiwest Pilots ASsociation proposed rate which incluled,
amongst other changes, a retirement surpharge. The case also addressed the issue of pilots

recusing themselves rom voting on certain rate Setting ISSUes.

Determine the extent to which the board, commission, or agency duplicates the activities of
another governmental agency or the private sector.

No duplication of efforts or activities was identified with other governmental agencies,
including both stale and federal agencies. Further, the drug testing processes and procedures
have heen delegated fully to the pilot associations which are the private sector: therefore, no

duplication of efforts over that board activity is occurring.
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|, Rate your overall satisfaction with

the board's performance.
Marine
Pilots Industry
Above Average 26 0
Average 10 3
Below Average 11 7
N A/Don't Know 0 3
Total 50 13

2. Rate the objectivity of the board
members.

Marine
Pilots liultistrs
Above Average 16 0
Average 12 3
Below Average ST 7
NA/Don'* know _n 3
I'otal 50 n

VASKASEMETTLISE MITI

Overall Satisfaction With Board's
Performance

100%
30%
60%
40%
20
O L T LJ
Above  Average Below NA/Don't
\verage Average Know
O Marine Pilots O Industry
Objectivity of Board Members
100%
80%
60%
40%
20%
0% Vv a L
Above Average Below NA/Don't
Average Average Know

O Marine PilotsO Industry
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E
INE PILOTS,AND
(Continued)

3. Rate the industry knowledge of
the board members.

Industry Knowledge of Board Members

100%
Marine 80%
Pilots  Industry
60%
Above Average 26 4
Average 20 I 40%
Below Average 4 4 20%
NA/Don't Know 0 4 0%
Total 50 13 Above  Average Below NA/Don't

Average Average Know

a Marine Pilots O Industry

4. Rate the hoard's performance in
addressing important issues.

Board's Performance in Addressing
Important Issues

, 0
Marine ro0 '
Pilots  Indlistr\ 80%
Above Average - 0 50%
:VFMQZ il 3 10%
elow Average 17 S
o : 20
NA/Don't Know _0
Total 50 13 0 -
Above Average Below NA/Don't

Average Average Know

O Marino Pilots  p Industry
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SURVEY RESULTS
%U STIONS ANSWERED BY

MARINE PILOTS AND INDUSTRY

(Continued)
5. Rate the timeliness with which the
board bandies important issues.
Timeliness of the Board's
Handling Important Issues
Marine 100%
Pilots industry
80%
Above Average 16 0
60%
Average 16 1
Below Average 18 10 40%
NA/Don'l Know 0 2 20%
Total 50 13 0%

Above Average Belcw NA/Don't
Average Average Know

O Marine Pilots 0O Industry

6. Rate the hoard's petlormance in
addressing industry _needs
Suﬁ|c|ent to ensure protectmn Of Board's Performance over Industry Needs
S |p |n Sa et 0 human |e and To Ensure Protection and Safety

property, and the protection of the

environment.
100%
80%
Marine 60%
P.”.Ots Industry 40%
Above Average H 1 A
Average 16 4 0)/0 D.
Below Average 12 > Above Average Below NA/Don't
NAZl)on'l Know 0 Average Average Know

| otal 50 13

D Marine Pilots a Industry
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1. Rate the board's handling of rate
setting issues.

Marine
Pilots Indlistr\

Above Average 16 0
Average 15 1
Below Average 19 9
NA/Don't Know 0] 3

Total 50 13

Comments: Both industry and pilots
commented that the hoard has been
ineffective in handling rate setting issues.
However both industry and pilots agreed
that the BMP needs to keep this function so
that individuals with knowledge of the
industry are more involved in the rate
decision process.

Pilots expressed concern about the balance
of the board when hearing rate issues if
(Npilot members are required to recuse
themselves and (2) public members are not
free from conflicts with the shipping

Industry;

& Should the board be removed from
the rate setting process?

Marine
Pilots Induslrv
Yes 14 g
No 36 9
Total 50 12

MASK\ SEMIE LIS MITI

p—

RED
OTS.AND INDUSTRY
Continued)

100%
80%
60%
46%
20%

0%

-34 -

Board Handling of Rate Setting Issues

Above Average Below NA/Don't
Average Average Know

O Marine Pilots O Industry

Remove Board from Rate Setting?

Yes No

O Marine Pilots O Industry
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SU
UESTI

9. In your opinion, would it be more
effective for pilot associations to
establish  rates  with  industry
Prlnmpals, or their agents, apart
rom the board's processes.

Marine
Pilots Industry
Yes 13 5
No |
Don't know J4 )
Total 50 12

m. I your opinion, how has the
board  managed  disciplinary
situations invoh ing pilots.

Marine
Pilots Industry
Above Average 26
Average IS
Mclou Average ¢ 3
Don't know _q _n
| otal 50 X
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MARINE PILOTS AND

Appendix A

VEY RESULTS

D BY

NS ANSWERE
INDUSTRY

(Continued)

Establish Rates Apart from
the Board's Process?

100%
80%
60%
40%
20
(b
Yes No Don't know
O Marine Pilots O Industry
Board's Management of
Pilot Discipline
100%
80%
60%
40%
20%
0%
Above Average Average Below Average
a Manne Pilots n Industry
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11. Is the current number ol licensed
deputy and marine pilots in your
region adequate to cover” the
needs of the Industry?

Marine
Pilots Industry
Yes 30 n
No 2 L
Total 50 2

Although the majority of both industry and
pilots believed that there were currently
enough pilots, both sides expressed concern
about having enough pilots in the future to
cover demand.

12. Should the board be more
proactive during the course of an
Investigation into an accident
which Caused damage or harm to

people.  properly. or the
environment?
Marine
Pilot - ImlostiA
Yes ft 5
No 3ft |
Don't Know (0] _ft
|otal 0 12

th INK NS til [ st MI I

Appendix A
\PEJY RESULTS
NS ANSWE|

E
INE PILOTS, AND
(Continued)

RED BY
NDUSTRY

Are the Number of Pilots Adequate
to Meet Industry Needs?

1000
80%
60%
40%
A
O
Yes No
O Marine Pilotr O Industry
Board be More Proactive in the
Course of an Accident
Investigation?
100%
80%
60%
40%
200
h J []

Yes No Don't Know

O Marine Pilots O Industry
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Appendix B

SUR\/JEDY RESUL TS
QUESTIONS ANSWERED BY

MARINE PILOTS
(50 Respondents)

. Should the simulator evaluation,
now required once_ every 6 years,
be expanded to include & live
performance evaluation, such as a
manned model?

Pilot comments: o
Priots commented that reguwed time
on, manned models and required
training spent in simulators would be
a better use of resources and would be
more beneficial to the industry than
simulator evaluations.

2. Should  performance evaluations
be required more frequently than
once every ftyears?

MASK\SIMI 11 nisi M1 1
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Simulator Evaluation Change?

More Frequent Performance
Evaluation?
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ndix B

A e
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS
(Continued)

3. Of those who answered ‘Yes' to
uestion 2. we aSked hOW Often How Frequent Should Performance
should they be done? Evaluations Be?
(7 respondents)

4. Are the peer-conducted performance
evaluations effective? A s

'ilot connin'ni\:

A few pilots commented that the peer-
feview process is both unprodueti\e and
ineffective. | hey also commented that in
lieu of this process, some form ot
continuing education would better serve
the industry as it makes the current
pilots better at theirjobs.
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Q}Jéaendix B
SURVEY RESULTS
QUESTIONS ANSWERED BY

MARINE PILOTS
(Continued)
5. Rate the length of time it currently Amount of Time an Apprentice
lakes for a trainee or apprentice to Spends Training?

complete the tra,inin[q process to
obtain a marine pilot ficense. Not

Pilot comments:

Pilots who believed that the amount of
time to complete the tralnlng [0CESS
was 0o long commented, thal fraining
should be ‘more Intensive thereforg
Iessenln_rt; the amount of time and
money it takes a trainee to complete the
Process.

6 Rate the adequacy of trainee and
apprentice pilot requirements

Adequacy of Trainee ano Apprentice
Pilot Requirements?
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QpEpendlx B

SURVEY RESULTS

QUESTIONS ANSWERED BY
MARINE PILOTS

1. In order to ensure there are en,ouqh
qualified pilot candidates availatile
to serve the public's need, should
there be some form of financial
incentive for trainee?

Pilot comments. o

Pilot's  suggestions  for financial
Incentives 10" be provided to trainees
Including low interest loans, free passage
on state” owned transportations “system
(Alaska Marine Highway System for
example) and dropping the testing fees.

Some pilots also commented that, in their
opinion, this was not a board issue but an
association issue.

One P_ilot commented that the financial

Incentjve i the compensation one gels
after obtaining their maring pilots license.

8 Rate  the effectiveness of your
association's pilot recruitment.

MA\SKASI Mill Hlist All 1l

(Continued)

Financial Incentive for Trainees?

Effectiveness of your Association’s
Pilot Recruitment?
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,%péJendlx B
SURVEY RESULTS
QUESTIONS ANSWERED BY
MARINE PILOTS
(Continued)

Effectiveness of Your Association's Retention?

9. Rate the effectiveness of your
association's pilot retention.
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Appendix C
SURVEY RESULTS
QUESTIONS ANSWERED BY
INDUSTRY
(13 Respondents)

1. Rate the level of;

Skill Needed

Average,
T

SKill needed to pilot your vessels.

Skills Demonstrated

Skill demonstrated by pilots on your
Vessels.,

MASKASIME I (|sf Ml - 43 - HSISEINTG TTHISE MIS T S



2. Rate the level of;

s VEY KESLTS

QUES I ONS ANSWERED BY

INDUSTRY
(Continued)
Knowledge
Needed
Average
Th

Knowledge needed to pilot your

vessels.

\\SKASIMI TTING MI 1t

Knowledge Demonstrated
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A\\})Eoendlx C

SURVEY RESULTS

QUESTIONS ANSWERED BY
INDUSTRY
(Continued)

3. Rate the hoard's handling of
mmden’[(s) |nvo|v|ng p||0 S, Board Handling of Incidents Involving Pilots
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December 1, 2006

Ms, Pat Davidsgn
legislative Auditor

Alaska State Jegislature

1 egislative Budget and Audit Division
Division of Legislative Audit

P.O. Box 113300

Juneau, Alaska 90811-3300

Dear Ms. Davidson,

1am in receipt of Preliminary Audit Report, Department of Commerce, Community and
Economic Development Board of Marine Pilots (BMP) Sunset Review, following per your
request is a written response to vour October LVI Preliminary findings report. An electronic
copy of ibis response was emailed to you on December 1, 2006.

The BMP responded to the draft audit report on November 1,2006 and notes and
appreciates that the preliminary audit report lias taken into account some ol the BMP's
earlier responses. The following < vnments are specific to the Preliminary Audit report (red

cover).

The Board of Marine Pilots a'd Department are in general agreement with the Report

(.onelusions.

The BMP recog.tittes the need for various changes in drug and alcohol testing anti standards.

| ite BMP is also aeliveK involved with the pilot organizations in further refining
professional standards and continuing education lor \laska Marine P 'ots.

The BMP does not agree that the distribution ol yacht exemption lees should lie t hanged.
Board position on this issue is tardier explained in the specific comment response section

Ihe Board of Marine Pilots i~ also well aware ol the frustration In parties interested in tin
rate setting process; the Board is equally frustrated by ibis conundrum.

The BMP most surely agrees that it serves an important public purpose, further, the BMP
supports the enactment of new statute to extend the termination date tor another 6 years i >

Itine 30,201.3.

|[lU » box I'lUN"». luin.m, Alaska *><)S11 iiKiid
Telephone! ("*n7)-165 2xHti lax: (>(*>-|»>il I’ Text Telephone: ("HE) Itix >H"
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following arc detailed comments in response to issues raised in the Preliminary Audit report.

Prior Audit Recommendation No. 1

The UMP shouldestablishmore informylire and earprehensiiv rgoorting requirements so the Marine Pillot
C, "oordie/or (MPC.) can confirm thetan appropriate number of licenssopillots are axsistantly be/in”subjected
10 random testarg.

The BMP agrees in most part with the current position of Legislative Audit and with the
recommendations. Part of the underlying problem seems I<>be due to the seasonal nature ol
much of the pilot work; especially with Southeast Alaska Pilots Association- the majority ot
whose work is associated with the highly seasonal Cruise Ship trade.

The MPC lias already been working to resolve the shortcoming and will continue to do such.
The current effort is to rectify this issue without having &< promulgate new regulations.
Ilowever if the situation cannot be sorted out by working with the pilot associations
appropriate regulation will be developed.

Prior Audit Recommendation No. 2.

The HIP should take action to ena/rre regicral pillot assaciatia™ adinister m.aidatmy atoholand drug
testirgprogranms ina manner crsistentwith estzblished regv/ator, standards.

The BMP agrees with Legislative Audit that additional cltori hum he expended to ensure
the con istency of testing programs. As in recommendation No. 1. part <4 the problem is

due to ihe seasonal nature of the business.

The MPC lias been directed to work with the pilot associations to further reline various
testing and reporting practices, further, the MPC lias been requested to tssure spot
checking is conducted on reports to assure completeness.

Ilie MPC has also been requested to ensure that testing is consistent between the three
associations (issue raised in recommendation 2, number 2,. The MPC has been instructed to
make sure that all working pilots are enrolled in atesting program as required by statute and
regulation and that the necessary reporting requirements are complied with.

The MP<'will lie working with the pilot associations to further evaluate anil implement (il
ncce isarv) the 5 specific recommendations detailed in the audit.



Prior Audit Recommendation No. 3.

1ie lggislature should oonsider-amendiing current statutes in order to extend mandattor) ; drug and alootol
1esting topilot orgenization trainee and gprantices.

The BMP agrees with the recommendation that apprentices and trainees should be included
in the association’s mandator)' drug and alcohol testing program. The MPC isworking with
ihe association to accomplish such. |lowever, the BMP would suggest this be done through

procedures or by regulation at.J not by a *iatute change.

Recommendation No. 4.
The legislature should corsider clarifying current statues spec/ping the use ofpleasure aaft exerptionJess.

The BMP understands the arguments presented by Legislative Audit in relation to yacht
exemption fees. |lowever, the BMP does not agree with Legislative Audit on this issue and
recommends the yacht exemption lees remain reserved with marine pilot and other pilot

occupation fees.

The administration of yacht exemptions is not a trivial matter for the BMP or the MPC.

Not only is considerable time and effort expended in administering this «rogram by both the
MPC and board members, the BMP has also incurred significant legal let., as part ot
overseeing this exemption. With homeland and port :ccuritv requirements growing with no
end in sight, the efforts of the BMP and MPC on private yachts will only increase.

1B 251, the 20(13 legislation .vliich created the yacht pilotage exemption was supported by
the BMP and pilot associations with the understanding that tees generated from these
exemptions would be used to offset BMP expenses to include the administration and
management o f exempt yachts. It would be disingenuous to come back .it thi dale and

change this fund source for the BMP.

| or these reasons the BMP recommends yacht exemption lees remain as part ot the BMP

combined revenue.

Rci immendation No. 5.

| he director ofthe I division of Cinrporitioiis, lius/itcis, ami I'ro/ecaonal | accusing should ensure corcrigc of
the marine pilot toordinafor's investigativeJun. tioU\ occur during extended absences or ra.ime).

| he BMP agrees with the recommendation by Legislative \uilit on this issue. 1hi BMP has
already had discussions with the I)ivisit>n | Jirecti > to assure such ‘tuata>ns <o not rccui.

Burther, the MP<has been working dosel) with the investigative unit in tin 1)ivisinu, In
cooperation with the Chief Investigators office, various protocols have beet developed |

instituted that assure continuity ol coverage on BMP matters.



Recommendation No. 6.

I'fe BA IP shoulld consider changes 1o regulatios resarnt> other types of continuingprofess>onal ed/hation
(CP1 Wofits licrses, in Hen o the mandatory annual peer revien.

The BMP agrees with this recommendation. At its most recent meeting (after this audit was
completed) various new regulations were approved that strengthen (.PP..

Auditor Comments.

The auditor has stated “'he BMP and the Department need to consider alternatives available
to remedy difficulties the board has encountered with rate setting.”

Although this is nor a formal recommendation put forward by the Audit, the BMP agrees
with the comment. So long as the BMP is under the state's ethics act there can not be equal
and full representation bv the industry and pilot groups on rate setting matters. The BMP
believes this is apoor wav to conduct business and that state piloting in general and rate
setting in particular would be best sia ed by a balanced BMP as envisioned by the legislature.

The pilot and shipping company surrey conducted as part ot this unlit noted that although
both competing interest groups were not satisfied with BMP actions on rate setting matters
that both sides overwhelming agreed that rate setting matters should remain die purview ot

the BMP.

The BMP look* forward to working with various parties to resolve this impasse. |'mil such
time this balance can be regained the BMP recommends that contested rate matters be

assigned to a hearing officer.
Thank you for this opportunity to e<mou nt.

Sincerely,

\lbert 11. (Hough
( hair, \laska Board ol Marine Pilots

| Deputy <ommissioitcr 1)<(T 1)

tc: Rick t rioti. I')irerti >r1)i\iston <f<a >p<mrai<m*.
Business, and Professional | icensing

Renda I Icimbigncr. Mat tie Pilot <oordiuator



SouthEast Alaska Pilots’ Association

1621 Tongass Avenue, Suite 300 « Ketchikan, Alaska 99901 €907-225-9696 « fax 907-247-9696 < pilots@ seapa.com

Captain Lany Vose, President
Captain Tom Dundas. Vice President

March 12, 2007

Senator Johnny Ellis

Chairman
Senate Labor & Commerce Committee

State Capitol Building
Juneau, Alaska 99811

Dear Chairman Ellis;

The South East Alaska Pilots’ Association supports CSHB 108 (L&C), and requests that you
pass it from your committee as written.

Headquartered in Ketchikan, the South East Alaska Pilots' Association is the largest pilotage
organization in the state with forty two (42) pilots, three (03) deputy pilots, and eleven (11)
trainees. We actively participate in the Board of Marine Pilots process and believe the board
represents the best interests of the citizens of the state by providing a framework for marine
safety, environmental protection and professional training.

| apologize for being unavailable for your hearing on HB 108, but at your convenience | am
eager to answer any guestions you may have regarding HB 108 or marine pilotage in general.

Thank you.

Sincerely,

Captain Larry Vose
President,
South East Alaska Pilots' Association

cc: Representative Kurt Olson
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