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February 10, 1999

To; Senate Labor & Commerce Committee
Att:  Chairman Mackie
RE;: SB54

From; Rod Pffeiger
Executive Director

Dear Senator Mackie;

The statute embodied in SB54, AS29.45.050 (o), became law last /ear.
Subsequent to that the Anchorage Assembly passed A098-135 to amend
municipal code so that the law could be utilized. The municipal attorney asked
for the minor changes to AS29.45.050 Co) contained in SB54 in order to make

things more clear.

This fits into our mission by allowing financing for residential projects which
creates an increase in cleanliness, occupancy rates, investments values and
lease income, to decrease crime, and to generally stimulate economic
development and improve the quality of life in downtown Anchorage.

Please pass SB54 out of your committee so It may become law.

Sincerely,

245 Wesl 5th Ava. Suite 124 + Anchorage, Alaska 99501 « Te: (907) 279-5650 « Fax: (907) 279-5651 « o-mail: oncdp@alaska.
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Submitted by: Assembly/member Wohlforth

CLERK'S oFrice Prepared by: Assembly Office
APPROVED For readlng: February 2, 1999
pate — ... ANCHORAGE, ALASKA
AR NO. 99- 29

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING CERTAIN
AMENDMENTS TO ALASKA STATUTE 29.45.050(0) REGARDING TAX EXEMPTION AND
DEFERRAL FOR DETERIORATED PROPERTY

- WHEREAS, in May, 1998, the Alaska Legislature approved H3 399, an act authorizing
municipalities to permit, by ordinance, the exemption from, and deferral of payment of, municipal taxes
on deteriorated property, and defmmg 'deteriorated property’ for purposes of the exemption or deferral;
ang HB 399 became law on July 1,1998 and resulted in the addition of subsection (o) to AS 29.45.050;
an

WHEREAS, in September, 1998, pursuant to AS 29.45.050(0), the Assembly adopted AO 98-
135, providing for tax exemption and tax deferral for deteriorated property; and

WHEREAS, ithas come to the attention of the Municipality that certain ambiguities exist in the
state law, AS 29.45.050(0). relating to (1) the intent of the Ieﬁlslature to permit a total exemption, (2)
the date when the exemé)tlon shall'begin, and (3) whether the exemption and deferral are permitted
to run consecutively; an

_ WHEREAS." a bill amending AS 29.45.050(0) has heen drafted gee attached) and will be
introduced in the state legislature which will clarify the language of AS 29.45.050(0) and will allow
partial or total tax exemption for deteriorated property, will permit the exemption to begin on or after
the day of substantial rehabilitation, renovation, or replacement of a structure on deteriorated property,
and will permit the exemption and deferral to run consecutively for a total of up to ten years; and

_ WHEREAS, the Assembly finds that the changes to AS 29.45.050(0). as proposed in the draft
bill, would benefit the Municipality by stimulating the redevelopment by private enterprise of blighted
property within the Municipality.

NOW, THEREFORE, the Anchorage Assembly resolves:
Section 1 That the Assembly supports the proposed amendments to AS 29 45.050(0),

Section 2. That, upon passage and approval, the Municipal Clerk shall forward this
resolution to the Alaska Legislature.

1999 PASSED AND APPROVED by the Anchorage Assembly this -Xi-* gay of 3
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Sarah A. Isto, M.D.
1718 Willow Drive
Juneau, AK 99801
February 2, 1999

To the Members of the Alaska Senate Labor and Commerce Committee:

I understand there is to be a hearing on Committee Substitute for Senate Bill
No. 29 on February 4. 1 am submitting this letter because, as a member of the State
Medical Board, 1 would like to offer some comments on this bill, but I am not able appear

in person on that date.

Senator Ward was kind enough to send me a draft copy of this bill, dated 2/1/99,
The bill applies to new applicants for physician licenses in Alaska; it does not apply to
‘renewal of currently held licenses. This version of the bill addresses three issues on which

the Medical Board has taken a position.

The first of these issues relates to citizenship, ft is addressed in the change
proposed to AS 08.64.200(a)(5). Alaska is the only state, as far as we have been able to
determine, that requires citizenship or permanent residence status for obtaining a medical
license. The current statute has barred competent, well-qualified physicians who are in
this country on various non-permanent- resident visas from obtaining a license to practice
in Alaska. The Board favored eliminating subsection (5) completely, but the solution
proposed in SB 29—*“lawfully residing in the United States”—seems to accomplish the

same ends.

The second issue is the number of post-graduate years of training required of
foreign medical graduates, which is addressed in 08.64.225(3). Because the Board has
no effective means of evaluating the medical school training of an applicant who graduated
from a medical school that is not accredited by the Association of American Medical
Colleges and the Council on Medical Education of the American Medical Association, the
Board voted to support a change to require three years of post-graduate training in an
accredited training program instead of the current requirement of one year. This would
mean the applicant had received at least three years of reliable training and evaluation in
the US or Canada before applying for a medical license in Alaska. Forty-three other states
currently have a three-year requirement.

The position the Board supported was to require “a certificate of completion of the
first year of post-graduate training from the facility where the applicant completed the first
year of internship or residency, a certificate of successful completion of two additional
years of post-graduate training at a recognized hospital, and must have passed
examinations as specified by the board in regulations [OR BE LICENSED BY
EXAMINATION IN ANOTHER STATE OR TERRITORY OF THE UNITED STATES
OR PROVINCE OR TERRITORY OF CANADA].” This more elaborate wording was



intended to recognize that physicians sometimes complete a first-year internship at one
hospital and then move to another hospital or program for specialty training. The deletion
regarding licensing in another state or territory recognizes that nowhere else in the statutes
dealing with the permanent medical licenses is there licensing by reciprocity, including the

statutes dealing with U.S. and Canadian medical graduates.

The third iss,,e is the number of post-graduate years required of U.S. and
Canadian osteopaths and physicians-AS 08.64.205(2) and AS 08.64.200(a). The draft
CS for SB 29 requires two years of post-graduate training for both types of applicants.

The Board also supports two years of post-graduate training for physicians and
osteopaths who graduated from medical school after 1988. Since the early 1980’s, the
norm for medical school graduates was to enter a residency, usually for three or more
years. The older comprehensive one-year rotating internship was phased out. Currently all
US and Canadian residencies are at least three years, with the exception of Canada’s
family practice residency which is a two-year post-graduate program. The recent medical
school graduate who enters one of these programs and leaves or is dismissed after one
year has frequently had problems in training and is a candidate that may not be sufficiently
well-qualified to safely care for Alaskan patients, Caring for patients in rural Alaska can be
especially challenging; all our bush hospitals currently require three years of post-graduate
training to obtain privileges. Ofthe 30 new licenses approved by the Board at our January
meeting, 10 applicants graduated after 1988. All but one of these had at least two years
of post-graduate training; the applicant with one year received a conditioned license
because of difficulties in training.

In contrast, the Board voted to allow the current one-year requirement to remain
for physicians and osteopaths who graduated prior to 1988. Inthe 1950’s, 60°s, and 70°s
many physicians did a one-year rotating internship after graduation and went directly into
practice. When these physicians, who have been practicing for many years in other states
apply for an Alaska license, the Board has adequate means to evaluate them: their
experience with other state medical boards, reports from the hospitals they have worked
in, and their malpractice history are all available. The Board recognizes that doing only
one post-graduate year was frequently the norm for these physicians rather than being an
indication of difficulties. In January the Board granted 20 new licenses to physicians and
osteopaths who graduated before 1989; 10ofthese had completed two or more post-

graduate years; Z,had done a one-year rotating internship.

As a member of the State Medical Board, | wish to thank the committee for
considering the issues raised in SB 29.

Sincerely,

Sarah A. Isto, Chair
State Medical Board
586-2434, 586-8992

C.C. SewvTOf V/Uo-vcl






Alaska State Legislature

State Capitol
Juneau AK

Official Business 99801-1182

Sponsor Statement —Body Piercing and Tattooing Licensure

SB 34 authorizes the issuance of licenses for the vocation of tattooing
and body piercing in order to ensure higher safety standards for the general
public. This legislation seeks to increase the safety and health standards o
professional tattoo artists and body piercists by licensing them through the
Board of Barbers, Hairdressers and Cosmetology, in the Department of
Commerce and Economic Development.

Body decoration is a growing industry that is not currently licensed in
the State of Alaska. By introducing license requirements this legislation
attempts to prohibit unscrupulous, careless practitioners from soliciting
week-end business off the street, and aims to protect those legitimately
involved in the vocation. Training courses, an apprenticeship, and
professional requirements of the board, as well as sanitary equipment
standards, are required before licensing.

Most, if not all, legitimate tattooing and body piercing establishments
already in business will easily meet the license requirements. This
guarantees legitimate businesses will have a fair opportunity to continue

their practice.

SB 34 was prompted by constituents who relayed stories of their
children receiving tattoos/body piercings from unscrupulous operators with
no regard for health standards. Infections resulted from contaminated
equipment and the general unsanitary conditions under which the piercings
and/or tattooings were performed. This licensing creates a safety standard to
ensure public health and public confidence in the industry, as well as
penalties for those who refuse to comply.

SB 34 is intended to protect the public as well as legitimate

businesses.
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CS FOR SENATE BILL NO. 34( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): SENATOR ELLIS
A BILL

FOR AN ACT ENTITLED
"An Act relating to tattooing and body piercing; relating to fees charged by the

Board of Barbers and Hairdressers; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 08.01.065(c) is amended to read:
(©) Except as provided in (f) and (g) of this section, the department shall

establish fee levels under (a) of this section so that the total amount of fees collected
for an occupation approximately equals the actual regulatory costs for the occupation.
The department shall annually review each fee level to determine whether the
regulatory costs of each occupation are approximately equal to fee collections related
to that occupation. If the review indicates that an occupation's fee collections and
regulatory costs are not approximately equal, the department shall calculate fee
adjustments and adopt regulations under (a) of this section to implement the
adjustments. In January of each year, the department shall report on all fee levels and

revisions for the previous year under this subsection to the office of management and

-1- CSSB 34( )
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budget. If a board regulates an occupation covered by this chapter, the department
shall consider the board's recommendations concerning the occupation’ fee levels and
regulatory costs before revising fee schedules to comply with this subsection. In this
subsection, "‘regulatory costs' means costs of the department that are attributable to

regulation of an occupation plus
(1) all expenses of the board that regulates the occupation if the board

regulates only one occupation;
(2) the expenses of a board that are attributable to the occupation if the

board regulates more than one occupation.
* Sec. 2. AS 08.01.065 is amended by adding a new subsection to read:
(9) Notwithstanding (c) of this section, the department shall establish fee levels

under (a) of this section so that the total amount of fees collected by the Board of
Barbers and Hairdressers approximately equals the total regulatory costs of the
department and the board for all occupations regulated by the board. The department
shall setthe fee levels for the issuance and renewal of a practitioner’s license issued

under AS08.13.100 so that the license and license renewal fees are the same for all

occupations regulated by the board.

* Sec. 3. AS 08.13.010 is amended to read:
Sec. 08.13.010. Creation and membership of board, (a) There is created

the Board of Barbers and Hairdressers consisting of six [FIVE] members appointed by
the governor.

(b) The board consists of
(1) two persons licensed as barbers under this chapter;

(2) one person licensed to practice tattooing or body piercing under

this chapter;

(3) two persons licensed as hairdressers under this chapter, one of
whom is also licensed as a cosmetologist under this chapter; and

[41 [(3)] one public member.

* Sec. 4. AS 08.13.030(a) is amended to read:
(@) The board shall exercise general control over the vocations of barbering,

hairdressing, [AND] cosmetology, tattooing, and bodv piercing.

SSB 34( )
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* Sec. 5. AS 08.13.030(c) is amended to read:
(¢) The board may

(1) suspend or revoke a license or permit;

(2) on its own motion or upon receipt of a written complaint, conduct
hearings and request the Department of Commerce and Economic Development to
investigate the practices of a person, shop, establishment, or school involved in the
practice or teaching of barbering, hairdressing, [OR] cosmetology, tattooing, or body

piercing:
(3) adopt regulations or do any act necessary to carry out the provisions

of this chapter.
* Sec. 6. AS 08.13.070 is amended to read:
Sec. 08.13.070. License required. A person may not
(1) practice barbering, hairdressing, [OR] cosmetology, tattooing, or
bodv piercing without a license, temporary permit, or student permit unless exempted
under AS 08.13.160(d);
(2) practice barbering, hairdressing, or cosmetology except in a shop
or school licensed under this chapter unless exempted under AS 08.13.160(d) or

permitted under AS 08.13.160(e);
(3) open or conduct a school of barbering, hairdressing, or cosmetology

without a license;

(4) teach in a school of barbering, hairdressing, or cosmetology, or
supervise an apprentice in barbering. hairdressing, or cosmetology without an
instructor’s license;

(5) operate a shop in violation of AS 08.13.120;

(6) permit an employee or other person being supervised who is not
exempted under AS 08.13.160(d) to practice barbering, hairdressing, [OR]
cosmetology, tattooing, or bodv piercing without a license, temporary permit, or

student permit;
(7) permit the use of the person's license, temporary permit, or student

permit by another person;
(8) obtain or attempt to obtain a license, temporary permit, or student

3- CSSB 34( )
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permit by fraudulent means.

* Sec. 7. AS 08.13.080 is amended to read:
Sec. 08.13.080. Quialifications of barbering. hairdressing, and cosmetology

applicants. An applicant for a license to practice or teach barbering. hairdressing,

or cosmetology shall pass an examination. A person who applies to take an

examination shall [MUST]
(1) bhave successfully completed all courses that aschool with a

curriculum in
licensed under AS 08.13.110 if applying for a license to practice barbering;
(2) have successfully completed all courses that aschool with a

curriculum in
under AS 08.13.110 if applying for a license to practice hairdressing;

(3) have successfully completed all courses that a school with a
curriculum in cosmetology approved by the board is required to teach in order to be
licensed under AS 08.13.110 if applying for a license to practice cosmetology;

(4) have served an apprenticeship under AS 08.13.082;

(5) specify the field of practice in which the applicant intends to teach
and have held a license to practice in the field for three years or have held a license
in the field for one year and have completed 600 hours of student training as an
instructor in the field of practice from a licensed school with a curriculum approved
by the board if applying for a license as an instructor; or

(6) have completed a combination of course work and apprenticeship

acceptable to the board.
* Sec. 8. AS 08.13 is amended by adding a new section to read:
Sec. 08.13.081. Qualifications of tattooing and body piercing applicants.
An applicant for a license to practice tattooing or body piercing shall
(1) satisfy the apprenticeship requirement of AS 08.13.082(d); and
(2) demonstrate to the board or the board’s designee safety, sanitation,
and sterilization techniques that indicate that the applicant has adequate knowledge of

infection control practices and requirements relating to tattooing or body piercing, as
applicable.

-4-
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* Sec. 9. AS 08.13.082 is amended by adding a new subsection to read:

(d) The period of apprenticeship required to qualify an applicant for a license
to practice either tattooing or body piercing is 75 hours. An apprenticeship under this
subsection must be served under a person who has a practitioner's license under this
chapter in the field in which the apprentice seeks training. The apprenticeship may not
be completed in less than six months from the date of its commencement and must be
completed in not more than one year from the date of its commencement. The
apprentice must be at least 18 years of age when the apprenticeship commences.

* Sec. 10. AS 08.13.100(a) is amended to read:

(@) The board shall authorize the issuance of a license for the practice of
barbering. hairdressing, or cosmetology, or a combination thereof, to each
qualified applicant who has passed an examination under AS 08.13.090. The hoard
shall authorize the issuance of a license for the practice of tattooing or bodv
piercing to each applicant who has satisfied the requirements of AS 08.13.081.

* Sec. 11. AS 08.13.100(b) is amended to read:

(b) A license must state the areas of practice (barbering, hairdressing,

cosmetology, tattooing, bodv piercing, or any combination) that the practitioner is

qualified to perform.

* Sec. 12. AS 08.13.100(d) is amended to read:
(d) A person who holds [HOLDING] a current valid license from a board of

barbering, hairdressing, or cosmetology in another state or who is licensed bv another
state to practice tattooing or bodv piercing is entitled to a license under this chapter
without examination or a new period of apprenticeship in this state. An application
must include

(1) proof of a valid license issued by another licensing jurisdiction;

(2) proof of completed training, testing, and working experience that
the board finds to meet the minimum requirements of this [THE] state; and

(3) payment of a credential investigation fee.

* Sec. 13. AS 08.13.150 is amended to read:
Sec. 08.13.150. Grounds for refusal, suspension, or revocation of a license

or permit. The board may refuse, suspend, or revoke a license, student permit, or

-b- CSSB 34( )
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temporary permit for failure to comply with this chapter, with a regulation adopted
under this chapter, with a regulation adopted bv the Department of Environmental
Conservation under AS 44.46.020, or with an order of the board.
* Sec. 14. AS 08.13.160(d) is amended to read:
(d) The licensing and permit provisions of this chapter do not apply to
(1) a person practicing barbering, hairdressing, or cosmetology in a
community having a population of less than 1,000 people that is not within 25 miles

of a community of more than 1,000 people and who uses only chemicals available to

the general public;
(2) a shampoo person;
(3) a licensed health care professional;
(4) a person licensed by another licensing jurisdiction in a field of

practice licensed by this chapter while demonstrating techniques or products to persons

holding licenses or permits under this chapter;
f5) a person practicing tattooing or bodv piercing solely on the

person's own bodv.
* Sec. 15. AS 08.13.170 is amended to read:
Sec. 08.13.170. Temporary permits. The department shall issue a temporary

permit to an applicant for licensing who holds a license to practice barbering,

hairdressing, cosmetology, tattooing, or bodv piercing [AS A BARBER,

HAIRDRESSER, OR COSMETOLOGIST] in another state. The permit is valid until

the board either issues a permanent license or rejects the application. The board shall

act on an application within six months.
* Sec. 16. AS 08.13.180 is amended to read:

Sec. 08.13.180. Student permits. A person attending a licensed scnool of
barbering, hairdressing, or cosmetology and a person apprenticed to a licensed
instructor in a shop approved by the board shall obtain a student permit. A person
apprenticed for tattooing or bodv piercing shall obtain a student permit. A

student permit to practice barbering or hairdressing is valid for two years. A student
permit to prr ‘e cosmetology is valid for one year. A student permit to practice

tattooing or bodv piercing is valid for six months. A student permit may not be

34( ) -6-
New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT t-L.S0279\]

renewed, but, upon application, the board may issue a new permit to the same person
or extend an expired permit to the date of the next scheduled examination. Credit
earned under an expired student permit may be transferred to a new permit as
determined by the board.

* Sec. 17. AS 08.13.185(a) is amended to read:
(@) The Department of Commerce and Economic Development shall set fees

under AS 08.01.065 for initial licenses and renewals for the following:
(1) schools;
(2) school owners;
(3) instructor;
(4) shop owner;
(5) practitioner of barbering;
(6) practitioner of hairdressing;
(7) practitioner of cosmetology;
(8) practitioner of tattooing;
(9) practitioner of bodv piercing:
(10) temporary permit;
(11) [(9)] student permit.

* Sec. 18. AS 08.13.190 is amended to read:
Sec. 08.13.190. Failure to possess a license or permit. A person who

practices barbering, hairdressing, [OR] cosmetology, tattooing, or bodv piercing, or
operates a shop, or operates a school of barbering, hairdressing, or cosmetology, or
teaches in a school of barbering, hairdressing, or cosmetology, without a license,
temporary permit, or student permit and who is not exempt under AS 08.13.120 or
under AS 08.13.160(d) is guilty of a class B misdemeanor.

* Sec. 19. AS 08.13.210 is amended to read:
Sec. 08.13.210. Health and sanitary conditions. Health and sanitary

cona.iions in shops and schools of barbering, hairdressing, and cosmetology, and in
establishments used bv practitioners of tattooing and bodv piercing shall be
supervised by the Department of Environmental Conservation.

* Sec. 20. AS 08.13.210 is amended by adding a new subsection to read:

7- CSSB 34( )
Mew Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 1-L.S0279VH

(b) The Department of Environmental Conservation may conduct an inspection

after a person is licensed to practice tattooing or body piercing to ensure that the
practitioner maintains competency in safety, sanitation, and sterilization techniques.
If the Department of Environmental Conservation determines that the practitioner has
violated a regulation of the board or the Department of Environmental Conservation
relating to safety, sanitation, or sterilization requirements, the department shall

(1) report the violation to the board;
(2) take appropriate action under its own regulations; and

(3) assess the cost of the inspection against the practitioner.

* Sec. 21. AS 08.13 is amended by adding a new section to read:
Sec. 08.13.215. Addresses of persons licensed for tattooing or body piercing

on file with board. Each person licensed for tattooing or body piercing shall maintain
and provide to the board the address of the establishment at which the licensee is

practicing. If the licensee is nonpracticing, the licensee shall inform the board.

* Sec. 22. AS 08.13.220(6) is amended to read:
(6) ™instructor' means a person who teaches barbering, hairdressing, or

cosmetology in a school or who supervises an apprentice in barbering, hairdressing,

or cosmetology:

* Sec. 23. AS 08.13.220(7) is amended to read:
(7) practitioner’” means a person licensed to practice barbering,

hairdressing, [OR] cosmetology, tattooing, or bodv piercing under this chapter;

* Sec. 24. AS 08.13.220 is amended by adding new paragraphs to read:
(10) "body piercing™ means puncturing the body of a person for a fee

by aid of needles or other instruments designed to be used to puncture the body for the
purpose of inserting jewelry or other objects in or through the human body, except

that, for purposes of this chapter, ""body piercing” does not include puncturing the

external part of the human ear for a fee;
(11) rtattooing™ means the process by which, for a fee, the skin is

marked or colored by insertion of nontoxic dyes or pigments under the epidermis

portion of the skin into the top quarter of the dermis so as to form indelible marks for

cosmetic or figurative purposes.

34( ) -8-
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* Sec. 25. AS 44.46.020 is amended to read:
Sec. 44.46.020. Duties of department. The Department of Environmental

Conservation shall
(1) have primary responsibility for coordination and development of

policies, programs, and planning related to the environment of the state and of the

various regions of the state;
(2) have primary responsibility for the adoption and enforcement of

regulations setting standards for the prevention and abatement of all water, land,
subsurface land, and air pollution, and other sources or potential sources of pollution
of the environment, including by way of example only, petroleum and natural gas

pipelines;
(3) promote and develop programs for the protection and control of the

environment of the state;
(4) take actions that are necessary and proper to further the policy
declared in AS 46.03.010;

(5) adopt regulations for
(A) the prevention and control of public health nuisances;

(B) the regulation of sanitation and sanitary practices in the
interest of public health;

(C) standards of cleanliness and sanitation in connection with
the construction, operation, and maintenance of a camp, cannery, food handling
establishment, food manufacturing plant, mattress manufacturing establishment,
industrial plant, school, barbershop, hairdressing* [OR] cosmetology, tattooing,
or hodv piercing establishment, soft drink establishment, beer and wine
dispensaries, and for other similar establishments in which lack of sanitation
may create a condition that causes disease;

(D) the regulation of quality and purity of commercially
compressed air sold for human respiration.

* Sec. 26. AS 44.46.020 is amended by adding a new subsection to read:

(b) The department's regulations for tattooing and body piercing establishments

must include requirements that

9 CSSB 34( )
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(1) the establishment be equipped with appropriate sterilizing

equipment, with availability of hot and cold running water, and with an appropriate

waste receptacle;
(2) the owner of the establishment is responsible for ensuring that case

history cards are kept for each client for a period of five years after the client’s most

recent tattooing or body piercing;
(3) a practitioner in the establishment may use only tattooing and body

piercing instruments that have been sterilized in accordance with methods approved by
the department.

* Sec. 27. TRANSITIONAL LICENSES, (a) Notwithstanding AS 08.13, as amended by
this Act, the Board of Barbers and Hairdressers shall issue a license to practice tattooing or
body piercing to a person who

(1) submits to the board by July 1, 2000, the proper application and fees;

(2) provides to the board satisfactory evidence that the person is 18 years of
lge or older and has been practicing tattooing or body piercing for a fee for at least 24
:onsecutive months immediately preceding the person’s application date; and

(3) demonstrates to the board adequate safety, sanitation, and sterilization

echniques and knowledge of infection control practices and requirements.

(b) In this section,
(1) "body piercing™ means puncturing the body of a person for a fee by aid of

eedles or other instruments designed to be used to puncture the body for the purpose of
iserting jewelry or other objects in or through the human body, except that, for purposes of
lis section, ""body piercing” does not include puncturing the external part of the human ear
)r a fee;

(2) ™tattooing™ means the process by which, for a fee, the skin is marked or
jlored by insertion of nontoxic dyes or pigments under the epidermis portion of the skin into
e top quarter of the dermis so as to form indelible marks for cosmetic or figurative purposes.

* Sec. 28. TRANSITIONAL BOARD MEMBER. Not./ithstanding AS CS.13.010, as
nended by sec. 3 of this Act, the initial member of the Board of Barbers and Hairdressers
ho is appointed to fill the seat designated for a person licensed to practice tattooing or body

ercing need not be licensed to practice tattooing or body piercing until July 1, 2000.

CSSB 34( ) -10-
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I *Sec. 29. REGULATIONS. The Board of Baxters and Hairdressers and the Department

| of Environmental Conservation shall begin the process of developing regulations to implement
Il this Act. A regulation developed under this section takes effect under AS 44.62 but not before

| the effective date of the law that is implemented by the regulation.

I * Sec. 30. Except as provided in sec. 31 of this Act, this Act takes effect immediately

under AS 01.10.070(c).
| * Sec. 31. AS 08.13.070, as amended by sec. 6 of this Act, and AS 08.13.190, as amended

| by sec. 18 of this Act, take effect July 1, 2000.
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Please entor Into the record my testimony to the— _--——-- N Y
Cominittee on 39: 7*Avx f /W j25 Dated------
Bill / Sultfocl

I am a former* RN and have read SB 34 as it appeared on the Internet at
www.ljgis.state.akus.. There are two things about it that | find worrisome:

(1) 1 did not find any mention of the health status of the person who is doing the
tcjttoolng and body piercing. What if they are HIV positive or are hepatitis
carriers? Other professions go through elaborate procedures both to protect
tljeir patients and themselves.

(2) Epr piercing breaks the skin, and I don’t need to tell you that the skin is a
barrier to infection. About 10 years ago I had to have my ears replerced. | went
to a sjnall earring store Ina local mall. Hie clerk had been handling money when I
entered, and then began preparing to do my ears. | asked her to wash her hands
first.! There was no sink inthe shop, and since she was the only person working/she
could jnot close the shop to go to the mall restroom. | left and returned when there
were fwo people working, so that she could wash her hands.
mSome weeks later | walked by the shop and saw one of the piercers with a
horrible cold (?) coughing and covering her mouth with her hand, while she had the
piercijng gun and customer in front of her.
21t Is obvious to me that these employees had absolutely no concept of #
how infection is spread.
"I don’t think that ear piercers need to go through a long apprenticeship, but
I do tihink that they need to sit down with a public health nurse (or other health
care provider) for an hour lesson on howto lessen the chances of infection intheir
custojners,
'l also think that official records of piercings with the date, customer's
name jand piercer's name need to be kept by the store owner. Their existence
neudsj ro be verified periodically by DEC. Store owners need to realize that healthy
emplojyees are a must when car piercing is involved

I do riot understand why ear piercing is not included in this bill.

; Sylvia Bums
SIGNE?)"
Testifier
urn
Representing
2ss<? D alJc &S8S. Fhks 997a=j

Address/Plione Number
907 979.2
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 34
1999 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) - Dept. Affected Environmental Conservation
Title Tattooing and body piercing BRU Environmental Health
Component Food Safety and Sanifation

Sponsor Senator Ellis
Requester Senate Labor & Commerce Component Serial No. 2343
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 00 00 00
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

There is no fiscal impact on the department.

Prepared by  Janice Adair, Director Phone  269-7644
Division Environmental Health w. < m/ Date/Time 4/16/99 2:40 PM
Approved by Commissioner Michele Brown Jlj( (,[{(/(\/Z— _- Date 7'ij"73
Agency » Department of Environmental Conservation

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'’S LEGISLATIVE OFFICE
For furtter distributian infomatian, clll the Govermor™s Legislative Office
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The committee is made up of five senators and five
representatives, with one alternate from each legislative
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between the two chambers every legislature.

The committee is responsible for providing the legislature
with audits of state government agencies. The programs
and activities of state government now cost more than
$5 billion a year. As legislators and administrators try
increasingly to allocate state revenues effectively and make
government work more efficiently, they need information
to evaluate the work of governmental agencies. The audit
work performed by the Division of Legislative Audit helps
provide that information.

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

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

Senator Dave Donley

Senator Rick Halford
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Representative Terry Martin, Vice Chair
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ALASKASTATE LEGE

LEGISLATIVE BUDGETAND AUDIT COMMITTEE
Division of Legislative Audit

P.0. Box 113300

Juneau, AK 99811-3300
907)465-3830

FAX (907) 465-2347
Internet e-mail address:
legaudit@legis.state.ak.us

November 18, 1998

Members of the Legislative Budget
and Audit Committee:

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

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
DIVISION OF OCCUPATIONAL LICENSING
BOARD OF MARINE PILOTS

November 18,1998
Audit Control Number
08-1458-99

The objective of this review is to advise the legislature as to whether the Board of Marine
Pilots should be extended or terminated in statute. Currently, AS 08.03.010(c)(10) has the
board scheduled for termination on June 30, 1999. If no action is taken by the legislature, the
board has one year in which to conclude its affairs and will be dissolved on June 30, 2000. We
recommend that the legislature extend the board’s termination date to June 30,2004.

The audit was conducted in accordance with generally accepted government auditing standards.
Fieldwork procedures utilized in the course of developing the findings and discussion presented
in this report are discussed in the Objectives, Scope, and Methodology section.

Pat Davidson, CPA
Legislative Auditor


mailto:legaudit@legis.state.ak.us

TABLE OF CONTENTS

Page

ObDjJectives, SCOPE, NG M E TN 0G0 10 G Y coooieiieeeeeeeseeeeeeeeeeeeeeeees e eesesse e ee e es e se e e et e s ee s es e s es e se e eseseseee s eeeessesnseeeeo 1
Organization and FUNCTION.........cuciiiicisiees ettt st re e e e e e sreare e 3
Background INFOrMAatION...........ccoiiiiiiiie bbb 7
REPOIT CONCIUSIONS. ...ttt te et et e saeebees s ese e bessearenneas 13
Findings and ReCOMMENTATIONS. .......c.cviiiiiiiiiiiiisisie et re s 15
Status of Prior Audit ReCOMMENAATIONS. ........couoiiiiiiiieii e e 19
AUAITOT COMMIBINTS.....eiitiiiiii ettt bbb bt eb e s b se et b et e s b et e s e b et e et e eb e e s 25
ANAlYSIS OF PUDIIC NEEU ...t 29
Agency Response:

Department of Commerce and Economic Development.........ccccovevevenesiiivcenenin 33

AASKA SIAF: | KGISIAILR:

DMVSON .

I'SA'VI- AUDIT



OBJECTIVES, SCOPE AND METHODOLOGY

In accordance with Title 24 and 44 of the Alaska Statutes, we conducted a review of the
activities of the Board of Marine Pilots (BMP).

Objectives

The primary objective of our review was to advise the legislature as to whether the board
should continue in existence. As required by statute, the legislative committee of reference is
:0 consider this report as part of its oversight process and determine whether the board should
be reestablished. The law currently specifies that the board will terminate on June 30. 1999
and will have one year from that date to conclude its affairs.

Scope

We focused primarily on the activities of the board over the most recently completed three
fiscal years of operation — FY 96 through FY 98. Of specific concern to our review are the
actions of BMP in carrying out the extensive changes the legislature made to the marine
pilotage statutes in 1995. Additional concerns addressed in our review involved board
proceedings, examination, licensing, and investigations.

Methodology

We engaged a contractor. Parker and Associates, to conduct most of this review. We
supervised the activities of the contractor, as required by auditing standards. Additionally as
required by auditing standards, we confirmed independence of the contractor and that the
work was competent and sufficient.

To accomplish the audit objectives, the following documents were reviewed and the
following interviews were conducted:

» Applicable sections of state statutes and regulations.

* Interviews with employees of the Division of Occupational Licensing (OL), Department
of Commerce and Economic Development.

» Interviews with various board members, shipping agents, selected licensed marine pilots,
and U.S. Coast Guard officials regarding various concerns and issues involving marine
pilotage in Alaska. The topics covered included the activities of BMP, and the impact of
the extensive revisions made to marine pilot statutes in 1995 have had on board
operations and pilotage in Alaska.

* Minutes of board meetings and annual reports.

* Licensing files for marine pilots.

AASKA STATU L.UGSAITRK division 0r LI-CISIANVT AUDIT



QRG” NIZATION AND FUNCTION

The Board of Marine Pilots-(BMP) was created by Chapter 106 SLA 1970, which became
effective May 7. 1970. The statutes were significantly changed with die passage of the Marine
Pilot Act of 1991 which broadened BMP’s authority. At that lime the legislature felt it
necessary to give BMP broad statutory authority, which included establishing pilotage regions,
maximum tariffs, and criteria for the training and licensing of marine pilots. All but one section
of that act went into effect on July 2. 1991. That section, which required a pilot to be a member
of a pilot association, did not go into effect until January 1 1993. The policy, findings, and
intent of the Marine Pilot Act stated, "It is the policy of the state to prevent the loss of lives and
property, and to protect the marine environment of the. state by requiring compulsory pilotage
on the inland and coastal water ofand adjacent to the state. "

Membership on the board

BMP is composed of seven members.
Membership consists of two pilots licensed Members of the
under the statute who are actively engaged in Board of Marine Pilots
that profess_lon, two agents or managers (_Jf Jeffrey W. Bush, DCED Deputy
vessels subject to the statutes, two public Commissioner, Chair
members, and the commissioner of the Robert M. Berto, Agent, Vice-Chair
Department of Commerce and Economic _
Development (DCED) or designee. All  PeterS. Garay, Pilot

b t b ident £ Alask B Bemie R. Smith, Agent
members must be residents o aska. BY  \iichael C. Spence, Pilot
statute, not more than one pilot member and Barbara J. Huff Tuckness, Public Member
one agent may be from any one pilotage region Michael N. W hite, Public Member

established by the board.

The public members cannot be engaged in the piloting profession, have a legal contract with a
pilot, or have a direct financial interest in the piloting profession.

Duties of BMP
BMP’s statutory responsibilities include:

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

2. Maintaining a register of licensed pilots, licensed deputy pilots, and agents.

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

AASKA STATE LEGSATURE DMSCS (@t LEGSLATIVE AUDIT
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O BJECTIVES. SCOPE AND METHODOLOGY

In accordance with Title 24 and 44 of die Alaska Statutes, we conducted a review of the
activities of the Board of Marine Pilots (BMP").

Objectives

The primary objective of our review was to advise the legislature as to whedier the board
should continue in existence. As required by statute, the legislative committee of reference is
to consider this report as part of its oversight process and determine whether the board should
be reestablished. The law currently specifies that the board will terminate on June 30. 1999
and will have one year from that date to conclude its affairs.

Scope

We focused primarily on the activities of the board over the most recently completed three
fiscal years of operation — FY 96 through FY 98. Of specific concern to our review are the
actions of BMP in carrying out the extensive changes the legislature made to the marine
pilotage statutes in 1995. Additional concerns addressed in our review involved board
proceedings, examination, licensing, and investigations.

Methodology

We engaged a contractor. Parker and Associates, to conduct most of this review. We
supervised the activities of the contractor, as required by auditing standards. Additionally as
required by auditing standards, we confirmed independence of the contractor and that the
work was competent and sufficient.

To accomplish the audit objectives, the following documents were reviewed and the
following interviews were conducted:

» Applicable sections of state statutes and regulations.

* Interviews with employees of the Division of Occupational Licensing (OLL Department
of Commerce and Economic Development.

* Interviews with various board members, shipping agents, selected licensed marine pilots,
and U.S. Coast Guard officials regarding various concerns and issues involving marine
pilotage in Alaska. The topics covered included the activities of BMP, and the impact of
the extensive revisions made to marine pilot statutes in 1995 have had on board
operations and pilotage in Alaska.

* Minutes of board meetings and annual reports.

» Licensing files for marine pilots.
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4. Reviewing and approving the articles, bylaws, and rules of pilot organizations.

5. Auditing a pilot organization or an individual pilot as necessary to implement the
board's statutory mandates.

6. Making copies of the statute and regulations available upon request.

7. Developing training programs conducted by pilot organizations.

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

9. Arbitrating rates for pilotage services in a manner provided for in the marine pilot
statutes.

Duties of the Department of Commerce and Economic Development

The Department of Commerce and Economic Development provides administrative and
investigatory 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, DCED may conduct
an investigation if it appears an individual has engaged or is about to engage in a practice over
which DCED has authority. DCED can issue an order that the individual stop the practice,
bring an action in Superior Court to enjoin the act, examine the books and records of a
licenseholder, and issue subpoenas for the attendance of witnesses and records.

Marine Pilot Coordinator

The department has hired a marine pilot coordinator. The duties of this position, whose hiring is
subject to approval of BMP. are set out at AS 08.62.050. The coordinator assists the board in
fulfilling its statutory duties. The 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.

Role of pilot associations

Pilots usually form associations to provide services to the shipping industry. Pilot associations
offer centralized dispatch of services to industry through its pilot members. The associations
either own pilot boats, or have agents who make arrangements for pilot boats, to carry pilots to
and from vessels. Pilot associations sponsor candidates by providing access to a training officer
and vessels with which the association or their agent has a contract. The pilot fees are collected
by the association and pilots receive a portion of the revenue collected.

BMP has established four pilotage regions in the State of Alaska and has recognized five pilot
associations.

AVKA STATU LEGSWh-RU DIMION or LUGSLATIVK AUDIT



ORGANIZATION AND FUNCTION

The Board of Marine Pilots-(BMP) was created by Chapter 106 SLA 1970, which became
effective May 7, 1970. The statutes were significantly changed with die passage of the Marine
Pilot Act of 1991 which broadened BMP’s authority. At that time the legislature felt it
necessary to give BMP broad statutory authority, which included establishing pilotage regions,
maximum tariffs, and criteria for the training and licensing of marine pilots. All but one section
of that act went into effect on July 2. 1991. That section, which required a pilot to be a member
of a pilot association, did not go into effect until January 1 1993. The policy, findings, and
intent of the Marine Pilot Act stated, "It is the policy of the state to prevent the loss of lives and
property, and to protect the marine environment of the state by requiring compulsory pilotage
on the inland and coastal water ofand adjacent to the state."

Membership on the hoard

BMP is composed of seven members.

Membership consists of two pilots licensed Members of the
under the statute who are actively engaged in Board of Marine Pilots
that profession, two agents or managers of

) . Jeffrey W. Bush, DCED Deputy
vessels subject to the statutes, two public Commissioner, Chair

members, and the commissioner of the Robert M. Berto, Agent, Vice-Chair
Department of Commerce and Economic _
Development (DCED) or designee. All  PetersS. Garay, Pilot

b b id f Alask B Bemie R. Smith, Agent
members must be resi ents_ 0 aska. By Michael C. Spence, Pilot
statute, not more than one pilot member and Barbara J. Huff Tuckness, Public Member
one agent may be from any one pilotage region Michael N. White, Public Member

established by the board.

The public members cannot be engaged in the piloting profession, have a legal contract with a
pilot, or have a direct financial interest in the piloting profession.

Duties of BMP
BMP’s statutory responsibilities include:

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

2. Maintaining a register of licensed pilots, licensed deputy pilots, and agents.

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

Southeast

Western

Southcentral

Kuskokwim
River

Totals

Association

Southeast Alaska Pilot Association
Alaska Coastwise Pilot Association
Alaska Marine Pilots

Southwest Alaska Pilot Association
and Dispatching Services

Kr.skokwim Pilot’s Association

Number of
Number of Deputy Number of
Marine Pilots Marine Pilots Trainees

24 3 3
15 ) 0
10 1 1*
20 3 2
0 1 0
62 6

- One individual to become a deputy marine pilot as of January 1. 1999.
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BACKGROUND INFORMATION

Piiotin*: is the act of directing a vessel into and out of areas where navigation has been
determined to be dangerous or difficult. The difficulties can include restricted waterways, such
as channels, ports or harbors; tides, currents and water depths; and type and nature of traffic. A
pilot can either be a member of the ship's crew or he can be independent of the crew and
brought onto the ship solely for the purpose of guiding the vessel through designated pilotage
waters. The pilots' knowledge of the local geography and weather of the waters they are
piloting makes them invaluable to die vessel. The safety of the lives aboard the vessel and for
the marine environment is the pilot’s responsibility.

History of pilotage in the United States

Prior to the formation of die United Slates, many maritime states had already started regulating
pilotage. The First Congress of the United Stales had to determine which functions would be
administered by the federal government and which functions would be administered by state
governments. The Commerce Clause of the U.S. Constitution grants the power to regulate
interstate and foreign commerce to the federal government. To enable the states to continue
regulating pilotage, an amendment was made to the LightJiouse Act of August 7. 1789. which
stated:

That all pilots in the hays, inlets, rivers, harbors and ports of the United States,
shall continue to he regulated in conformity with the existing laws of the States
respectively wherein such pilots may he, or with such laws as the States may
respectively hereafter enact for the purpose, until further legislative provision
shall be made by Congress.

Since the passage of the Lighthouse Act. congress enacted very few laws to impact the states’
authority over pilotage. A law was passed in 1852 which provided for 1'ederallv-licensed pilots
to be in charge of vessels propelled in whole or in part by steam and carrying passengers.

Since 1871, responsibility for the regulation of marine pilots and pilotage is shared by federal
and state governments. In general terms the federal government, through the United States
Coast Guard (USCG), regulates pilotage on enrolled vessels. Enrolled vessels are registered in
the United States and engaged in commerce between American ports. However, individual
states are given the right to regulate pilotage on registered vessels. Registered vessels are those
engaged in foreign trade. The U.S. Customs Service determines in which trade a vessel is
operating.

Requirements for federal licensing

The USCG enforces federal pilotage laws and issues federal licenses to individuals who meet
its requirements. In most states, if not all. an applicant must have a USCG pilot license in order
to obtain a state license. The USCG license is usually referred to as a minimum standard of

-7 -
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competence license. The requirements for a USCG license include a required number of months
of sea sendee, a certain number of round trips, and passing a written examination. The USCG
appointed a Pilotage Study Group to make recommendations on pilotage in U.S. waters. The
report issued on September 15. 1989 recommended increasing the sea service time and
tightening record-keeping requirements to document service qualifications.

A federal license is valid for a 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 every five years the pilot must make one round
trip familiarization trip over the route for which they receive an endorsement. For long or
extended routes, the pilot does not have to physically make the familiarization trip, the pilot can
be certified bused on his review of publications and charts.

Requirements for state licensing

Since knowledge of local geography is an essential aspect of the pilotage profession, state
licensing procedures require intensive on-the-job training to gain the necessary experience.
Some states have apprenticeship programs that provide on-the-job training. Entry into an
apprenticeship program often requires little or no previous experience, but the training may last
up to seven years.

Other states, including Alaska, have deputy pilot programs that provide on-the-job training.
Training for deputy marine pilot programs is often for a two-year duration, which is
considerably less time than the apprenticeship program. This is because the entry requirements
for the deputy pilot include considerably more sea service experience than the apprentice.
Alaska's deputy marine pilot qualifications could take from one to diree years to attain. All
training programs require the trainee to ride a ship with a fully licensed pilot, observing their
handling of the ship. Over time the trainee begins to handle the ship himself under the pilot’s
iiuidance.

Licenses granted by the states are for a set period and must be renewed at intervals ranging
from one to five years. Alaska has a biennial renewal. According to the American Pilots’
Association, several states have continuing training programs or requirements. Alaska has also
incorporated renewal requirements for marine pilots. Below is an excerpt from the statute on
Alaska’s continuing training program.

AS 08.62.120. Renewal ofLicense, (a) In order to renew a ma, ,.ie pilot license, a
person who is licensed wunder [statutory requirements/ shall

(4) submit proofsatisfactory to the board that the person has

(A) engaged in piloting vessels subject to this chapter in the marine
pilotage region for which the license is to be renewed during at least 60 days of
each calendar year in the licensing period immediately preceding the licensing
periodfor which renewal is sought: or

-8-
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conpleted the mnimummnher of rfamiliarization tn Ired

tre_boa@fpr rerend of anarire pilat licersefor a marire pildgje%mf%f/
whichtre licase isto ke renened

Vessels subject to Alaska marine pilotage regulations

A pilot is required to be employed bv vessels navigating in the inland and coastal waters of or

gdjlacent to the State, as defined by the board. However, certain vessels are exempt as detailed
elow.

AS (0862180 Eenptiars. This dhgpter does not o
(1) vessels suljedt tofeckeral pilat reqjmﬁrﬂégr% USC S8R exogt s
pr(cm% In%&'rlg) %\%ﬂw; ing and fish tencer vessdls, registered
S | S
S nore in over
bk exoet a%/tw\tmrgy led by stean

&) vessals of E_'ted&ates registry of less then 300 grass tons and tonkboats of
e)dtec_lStates registry and vessels onned by tre Sate of Alasika, engeged

ontre narsof Alade; o _

in the coestwise o the west or north coest of the United States
iInduding Aleska and Handli, and induding British Gdunbia, Yiken
Temitary, and Northwest Termitones, Gared;

vessels of Gared, uilt in Garecaiand manned by Garedian attizers, engeged in
fr(5e)qJertt|mblﬂv\een: v
(A British Colurbia and Southeastern Alaska south of S8 dbgyess, 10minutes
North latituok, if reciprocal eentions are granted by Ganeda to vessels onned
ly the Sate of Alaska and those of Linited Sates registry; or

(IB) northem Alaska narth of 68 degress. 7 minutes North latituck and Yukaon
amtory or Northwest Temtories:

(6) plessure oraft of Urited Setes regjstry; and

easUre crdft offorel sy of less then 300 tors as measured undey
FR 69.51-&75gnlregsuy J

AS B&21&. Ctan licensed pilats required for al tarkers, al
tarkers, whether evdlled or reg's?ered o%,(mobedv\eim tas(%)rg%yeter,
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Pilot discipline

The USCG investigates shipping accidents and other navigational incidents involving marine
pilots operating under its federal license. The USCG has the authority to issue a letter of
warning or reprimand, levy a fine, or seek criminal prosecution. The USCG may suspend or
revoke a pilot’s federal license if the pilot violated maritime law or regulation or was negligent
or inattentive to his pilotage duties. At the present lime, the USCG has no jurisdiction over a
pilot’s state license If the pilot was operating under that license at the time an incident took
place. Both the National Transportation Safety Board and the USCG Pilotage Study Group
recommend that federal law be changed so the USCG can take action on a pilot’s federal
license, even if an incident occurred when the pilot was acting on their state license.

All 24 maritime states have procedures for disciplining pilots when incidents occur whilethe
pilot isoperating on their state license. In most states, the pilot is required to report in writing
an incident to the oversight organization. In Hawaii the oversight organization is a state
department, but in the other 23 states the oversight organization is a board or commission that

may or may not include pilot members. In many states, incidents are investigated and findings
presented to the oversight organization by a state agency. If just cause is shown, the oversight
organization can suspend or revoke the pilot’s state license. In Alaska, reports are investigated

by DCED, but BMP has the authority to suspend or revoke a pilot’s license. BMP also has the
statutory power to suspend or revoke a pilot's state license if their USCG license has been
conditioned, suspended, or revoked.

Marine Pilot Act of 1991 changes Alaska’s pilotage statute

The former Division of Policy in the Office of the Governor, issued a report in November 1990
titled. g ... The report stated that Alaska’s statute
treated Ircensrng as an individual rrght rather than recognizing its importance as a regulatory
oversight organrzatron charged with public protection. The emphasis on individuals’ rights had
diverted BMP’s attention from public safety issues facing state pilotage as BMP was constantly
dealing with controversies with individual pilots. The report pointed out the Department of Law
questioned whether existing statutory language granted BMP the broad drscretronary powers
intended by the legislature. The report stated, "\nesk authon %1 C I(Erslrg
starrbrcisrmresutedrntredﬂgeﬂHAlasI@snmreplastarrbrcb

the marntine Sates.

In response to the report, the legislature drafted a bill that came to be known as die Marine Pilot
Act of 1991. The act made significant changes to Alaska’s pilotage statute. A policy, findings,
and intent section emphasized safety by requiring compulsory pilotage on the inland and coastal
waters of the State to prevent the loss of lives and property and to protect the marine
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environment. The legislature gave BMP broad statutory authority, including setting pilotage
re?ior]s, maximum tariffs, and criteria for the training and licensing of marine pilots. The
ef e%lnveness of BMP’s use of this authority is discussed on page 29, in the Analysis of Public
Need section.

However, two aspects of the act created a competitive economic structure for pilotage in
Alaska, which was directly contrary' to recommendations made in the report. The report had a
section on competition and its potentially adverse impact on safety. But the legislature allowed
a competitive economic structure by stating the board could not adopt a regulation or take any
other action resulting in anti-competitive activities. The report had recommended. " The Board
thonzed in statuie 10 establish an enfarcegble tariffsdedlle, to avoid unhedl
rate conpetition among pilats.” Instead, the legislature empowered BMP only to adopt
maximum tariffs. This means pilot associations can compete with other associations in their
region based on price, as long as the maximum tariff is not exceeded.

Impact of economic structures on the pilotage profession

Of the 24 maritime states, rate competition exists mainly in 4 states: Connecticut. Oregon.
Hawaii, and Alaska. However, we understand that certain ports in California and some East
coast areas also have competition. Traditionally, the pilotage profession has been handled by
states as a publicly-regulated monopoly, in much the same manner as a utility company. This is
usually accomplished by setting fixed tariffs that pilot associations can charge for their services
and, in many states, by limiting the number of licenses granted.

The reason advanced for a state endorsing a regulated monopoly is to protect the state’s
interests by creating pilot independence from the shipping industry. Most pilots and their
national association have long argued that pilots are not free to base their piloting decisions
solely on safety considerations if they have to solicit johs from the industry. If acting in an
employee or contractee situation, a pilot may decide to move a vessel in marginal situations to
meet a shipowner’s schedule.

Proponents of competition argue the shipping industry is unlikely to place pilots in a position of
having to compromise their independent decision-making, because the shipowner has the most
to lose if there was an accident in terms of money for cargo, vessel, and insurance premiums.
Pilots in favor of competition also allege that incidents go unreported and uninvestigated when
there are no competing pilot associations.

The Federal Trade Commission (FTC) has performed several reviews of various states’

statutory and regulatory policies to determine if they tire too restrictive or anti-competitive.
Reviews were performed on the State of Florida Board of Pilot Commissioners and the State of
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South Carolina on the Commissioners of Pilotage for the Port of Charleston. FTC has stated in
these reviews that:

t'r\ét\bluwm ' @tﬁ?‘a‘?kﬁ‘@m%“@isa o ertry o bci'For

i ressn, price i a _ incios.
which may engle incuoert pilats todrarge hgmwrpetm\emoes”

The FTC also stated in its review that a direct approach through vigorous safety regulations and
enforcement is more effective in promoting safety than the indirect method through economic
regulation. Interviews with FTC staff in Washington D.C. and the Seattle Regional Office have

confirmed that these statements reflect the current attitude of the FTC regarding marine
pilotage.

1995 amendments to the Pilot Statutes allowed for competition and general BMP oversight

Competition between piloting organizations and the role of BMP in setting piloting rates
continued to be at the center of the public policy debate. In 1995. in conjunction with the last
sunset extension of BMP. the legislature again amended the marine pilot statutes. One of the
more significant changes the legislature made involved the responsibilities of BMP in the area
of rate-setting for piloting services.

Under the revised statute local associations could set rates either through negotiation with
shippers, or by providing due notice to all enterprises utilizing pilot services. Upon due notice
of increased rates, affected parties could appeal the proposed rates to BMP. The board then
could solicit information from the association in support of the higher rates, evaluate the
information presented, and determine whether the increased pilot rates were reasonable. Due to
this change. BMP no longer established rates, but rather let local market forces do so. and acted
as a final arbiter in the instances where there was a dispute.

According to testimony presented to legislative committees considering the bill, this process
was a result of negotiations involving the administration, shippers, and marine pilots and
represented a compromise of how to deal with regulation and competition involving piloting
services in state waters.

- 12-
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REPORT CONCLUSIONS

Under AS 08.03.010 (10) the Board of Marine Pilots (BMP) will terminate on June 30, 1999,
If the legislature does not take action to reestablish the board. AS 08.03.020 provides the
board one year in which to conclude its affairs. Consequently if no action is taken by the
legislature. BMP will be dissolved June 30. 2000.

During the period covered by this review (July 1 1993 to June 30, 1998) BMP has
substantially improved its performance at operating in the public interest compared to the
previous review period (1990-93). The issues of competition versus monopoly, training, and
tariff-setting have not been totally resolved, but there Is a great deal more consensus between
BMP. marine pilots, and shippers that are subject to the board's oversight. There is a greater
acceptance of BMP’s rulings, and this has almost eliminated the continual legal
confrontations that hampered the board’s activities from 1990 to 1994. This has enabled
BMP to concentrate more on the public safety aspects of its mandate. The board was able to
work with the pilot associations in reaching satisfactory solutions to the controversial issue of
whether tariffs should and could he set by BMP. or whether pilotage fees should be set by the
competitive market.

The 1995 amendments to the State's marine pilot statutes changed BMP’s role in setting how
much pilot organizations could charge for services. The approach developed, as set out at
AS 08.62.046, allows local pilot organizations flexibility to negotiate rates with shippers
operating out of their local ports. The process allows lor competition between organizations
where it might exist, while giving shippers an avenue of appeal and review when they believe
rates may be excessively high in regions of the State where there is no competition.

BMP has carried out the intent behind this amendment, although the current semi-
competitive environment is significantly different from the situation that existed at the time
of the 1995 amendments. See the Auditor Comments section for our discussion regarding the
current competitive situation related to marine piloting in the State. The board is also
carrying out the legislative directives related to training and licensing qualifications, which
were also an important part of the 1995 amendments.

The regulation and licensing of qualified marine pilots benefit the public's safety and
welfare. The steady increase In tourist passenger ships in recent years has made BMP’s role
increasingly more important. The board provides reasonable assurance that the individuals
licensed to pilot passenger and cargo ships in Alaskan waters are qualified to do so.
Extension of the board will take it through a period that, prospectively, appears to be one of
intensive activity. BMP has begun improving training and continuing education of Alaska
marine pilots. The board has successfully worked with the pilot associations in resolving
many of the problems identified in the 1994 audit and has contributed to improving marine
safety in Alaskan waters.

In our opinion, the Board of Marine Pilots serves an important public purpose. It should be
continued in statute and its termination date extended to June 30, 2004.
- 13-
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FINDINGS AND RECOMMENDATIONS

Recommendation No. |

The Board of Marine Pilots (BMP) should work with the pilot associations, the U.S. Coast
Guard (USCG). the shippers, and other maritime interests to develop a database against
which the competency of both trainees and licensed pilots can he better measured.

It was difficult to find databases that would aid in reaching recommendations or conclusions
about marine pilotage. Indeed, it is difficult to find adequate databases anywhere in the
maritime industry. Worldwide statistics arc often used because there are not sufficient
numbers in regional data to identity trends, problem areas, the effects of introducing new
technology, or new operating or training practices. The four-year study undertaken by the
National Research Council’s Marine Board Committee on Pilotage and Navigation could not
find adequate data sources. The Alaska Oil Spill Commission had the same problem.

There are two type;: of data that need to be accumulated. The first is a database that would
capture a historical record of piloted shipping history within state waters. The other would be
a database that reflected the human factors involved in regulated maritime shipping activity.
The board is launching an ambitious program to utilize simulators in determining the
competency of marine pilots. Lack of a good universal database upon which regulators or
training pilots can rely in evaluating performance norms hampers this effort. The USCG has
been working on its system for several years and has made some advances through a
continued examination of human factors that may have an impact on navigational operating
safety. These are somewhat general as yet and probably not specific enough to meet the needs
of the new BMP program.

We recognize the board must move cooperatively to develop such information. In the area of
developing a history of maritime shipping, we suggest the board give priority to establishing
standard reporting forms reflecting pilot activity. Such forms can then be used by the various
pilotage associations in the State to report activity in their region. Such information can then
be accumulated for future reference and consideration when making board policy.

Recommendation No. 2

BMP should consult the Department of Law regardinq the practicality of enforcing the
current piloting exemption statutes. After such consultation, the board should develop
proposed statutory changes for the consideration bv the legislature.

Under state law (AS 08.62.180) many seagoing vessels are exempted from the requirement
that they take on a marine pilot in state waters. For example, fishing vessels, certain types of
tugboats and towboats are not required to use a marine pilot. Also exempted are yachts [or
pleasure craft as they are described at AS 08.62.180(6)] that tire registered in the United
States. However, exemptions for pleasure craft of foreign registry are limited to vessels of
- 15-
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less than 300 gross tons - larger foreign-flagged yachts are required to use a pilot in state
waters.

Enforcement of the current law is difficult

Enforcement of the piloting requirement for large recreational yachts of foreign registry has
proven difficult. In recent years, only a few non-exempt yacht operators have voluntarily
complied with the law requiring they obtain a pilot services. Further, it is reported that the
yacht operators complied only after registering numerous, strident protests. However, when
the operators of large yachts refuse to comply, there is no practical way to enforce pilotage
requirements. Enforcement has been impractical largely due to difficulties and protocol of
apprehending ocean-going vessels.

This situation is discussed in the .... ... Amud...... The report points out that
violation of state pilotage laws is a criminal misdemeanor whereas the federal pilotage law
provides only for civil penalties. There is no prior notification required by the State, the
U.S. Coast Guard, or U.S. Customs for foreign recreational vessels. The requirement is to
report upon arnval by which time the vessel has violated the statute, as pointed out in BMP’s

annual report. The report states, "[tjhe currert System nonoonpliance . .. tre
lawy especially when dntesokﬁailmad therefore, ﬁoroemata’e remoe
No consensus on BMP regarding advisability of current law or its effective enforcement

As reflected in the discussion presented in its annual report, the board has discussed this
situation at various meetings. The board has considered possibly seeking statutory changes to
address the situation by:

1. imposing pilotage requirements on all yachts, foreign and domestic:

2. exempting all yachts from pilotage requirements:

3. establishing a waiver process and related criteria;

4. establishing an enforcement mechanism whereby civil or administrative penalties are
assessed rather than prosecuting violations as criminal misdemeanors; or,

5. seeking statutory authority for the marine pilot coordinator and other state investigators to
board foreign flag yachts in order to enforce the State’s pilotage requirements.

As noted, each enforcement strategy considered by the board would require a change in state
law. Without a BMP consensus on the action needed, it would be difficult for the board to
approach the legislature with any proposed legislation.

All indications are that the number of large recreational vessels subject to piloting
requirements is going to increase. There are yachts currently being built that are very large
and well exceed the 300 gross ton statutory limitation. A vessel almost 800 feet in length
arrived in Anchorage 'n August 1998. Many of the large yachts are of foreign registry. Some
may be owned by U.S. citizens but registered outside of the country. Very large domestic
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regListered yachts would offer the same public safety problem - a large ship with a crew of
unknown quality in pilotage waters.

Consult the Department of Law, and if necessary propose change in law

In our view, if statutes are impractical to enforce in a consistent manner, consideration should
be given to amending or eliminating the law involved. We suggest BMP seek advice from the
Department of Law regarding public policy reasoning behind exempting certain types of
vessels from pilot requirements, and the enforceability problems related to the current statute.
After obtaining? the advice and perspective of the attorney general, BMP should develop
proposed legislation for consideration by the legislature. Such legislation should structure
statutes to permit improved enforcement of the pilotage requirements.

- 17-
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STATUS OF PRIOR AUDIT RECOMMENDATIONS

In the prior sunset review of the Board of Marine Pilots (BMP) issued in 1994. ten audit
recommendations were made relatin é; to sunset extension date, hoard operations, and industry
regulatory responsibilities. Included in this sunset review, we followed-up on the current
status of those prior audit recommendations.

Prior Audit Recommendation No. 1
The legislature should extend BMP (ermination date to June 30. 199S.

This recommendation was implemented. The legislature extended the board’s termination
date one vear bevond the suggested date to June 30. 1999. Most likelv this was because BMP
was not extended until it was into its onc-vear wrap-up period. Our recommendation
regarding this year's sunset extension is set out in the Report Conclusions section.

Prior Audit Recommendation No. 2

Statutes and regulations should he revised and strictly enforced to adequately nrotect the best
interest of the State.

This recommendation was partially implemented. Three problems were identified in our 1994
review that led to this recommendation. These three problems involved:

1 Access to pilotage training. Legislation was adopted in 1995 (SB 130. enrolled as Chapter
74. SLA 95) which addressed, in part, (he training problems. Under the revised statute
local pilotage associations are required to submit training programs to BMP for review
and approval. Local associations were also required to lay out guidelines for
apprenticeship programs. We continue to have concerns about the length of the current
apprenticeship program and recommend a review of the training statutes and regulations
to determine if the progress from apprentice through deputy pilot to pilot can be
shortened without compromising the quality of training programs.

2. Dispatch of pilots. No evidence came to our attention that pilot associations were
operating their dispatch systems in any manner other than in an efficient, equitable, and
nondiscriminatory way as required by statute. The easmgi of the problems caused by
intense competition in the Western Region seems to have alleviated this problem. Except
for the exemption issue discussed further in the Findings and Recommendation section,
we were not aware of any situation where pilotage of a vessel was not consistently
dispatched where required.

- 10-
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3. Proportionality of discipline. Our prior audit recommendation also discussed our concerns
regarding allegations of pilot misconduct by the Division of Occupational Licensing and
whether BMP levied appropriate sanctions that were proportional to the infraction
involved. It appears that BMP has, over the past four years, steadily improved and gotten
more consistent in handling misconduct on the part of marine pilots. It appears much of
the credit for the improvement in the consistency of disciplinary process resulted from the
settling of the acrimonious debate between competing piloting organizations which was
going on at the time of our last review.

Prior Audit Recommendation No. 3
The leaislature should remove the responsibility of setting tariffs from BMP,

This recommendation has been partially implemented - the role of BMP in setting tariffs has
been changed. The aforementioned 1995 legislation. SB 130 (Chapter 74. SLA 95). reduced
the role of BMP in setting tariffs. Rather than setting the tariffs, now BMP acts as an
arbitrator of tariff disputes and provides guidelines to pilots and shippers for reviewing
disputes. To date, this system appears to be working well.

Prior Audit Recommendation No. 4
The examination process for marine pilots needs to he revised.

This recommendation has been partially implemented. There were two subsections to the
prior recommendation:

1. The written examination should be more objective. The written examination has been
worked on extensively to achieve the goal of objectivity. The pilot associations have
worked with BMP on questions designed to remove the objections that led to the above
recommendation. The quality of the written examinations has improved to the point
where there is little discussion about failings due to slanted examinations. The previous
conflict of interest of examination proctors seems to have been resolved by the
improvement in the examinations and their administration.

2. The oral examination, as it is presently structured, should be eliminated. The oral
examination is still in place. The 1995 revision to the statutes left statutory requirement
for such an examination at AS 08.62.093 untouched. The major problem identified with
the oral examination as a part of the licensing process is that it would not likely withstand
legal challenge if an applicant was denied licensure based on its outcome. From pilots and
BMP board members we interviewed, there appears to be some sentiment to get rid of the
examination.
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Others we spoke with feel it has value because it may be the only chance thal BMP
members have to meet with new licensees. Those opposed describe it as a general get-
together where the board and the applicant do get to know each other, but that it serves no
real purpose in the licensing process. In the recent memory of past board members only
one person, in 1990, failed the oral examination. It appears to us that the oral examination
IS not being used to unduly exclude prospective licensees from approval.

The oral examinations are time-consuming for BMP members. Some feel it important that
the hoard have some personal contact with new entrants. There has been an effort to
standardize the questions in the oral examinations to ensure they could not be challenged
on conflict of interest or other grounds.

Prior Audit Recommendation No. 5

The statutory criteria for aﬁpointment and regional representation of members to BMP should
be refined and strictly adnered to hv the Office of the Governor during the selection and
appointment process.

This recommendation has been implemented. From our discussions with industry members
there appears to be satisfaction with the composition of BMP. Some individuals in the
industry would like to see BMP expand the board by one pilot and one public member, but
this is tempered by a desire not to increase costs which generate higher licensing fees.

Currently, both of BMP's public members are from Anchorage. Statutes permit both public
members to be from the same region. This decision was guided by a firm resolve to avoid
conflict of interest charges that had plagued BMP in the past. Public members are subject to
the provisions of AS 08.01.025 which prohibits the individual from being a licensed member
of the regulated occupation, be associated by legal contract with a licensed member of the
regulated occupation, or have a direct financial interest in the regulated occupation. Current
public members are in compliance with this requirement,

The 1995 revision by specifying that agents and pilots be appointed from different pilotage
regions rather than judicial districts (as provided for previously in the law) has also
contributed to better board balance.

The requirement that only one pilot and one agent from each region be represented has been
followed by the Office of the Governor in the course of making appointments. There has
been a major effort to eliminate the conflict concerns that were a major focus of the last
sunset review in 1994,
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Prior Audit Recommendation No. 6

The Department of Commerce and Economic Development should continue to work with the
Office of the Governor. Office of Management and Budget (OMB) in establishing fee levels
for occupational licensees that are more reflective of the actual regulator.' cost of the
occupation.

This recommendation is still in the process of being implemented. This continues to be a
widespread issue for all boards and professions regulated by the Division of Occupational

Licensing (OL). We have addressed this issue in another audit report, titled . .........
e s . <., (Audit Control Number 08-4567-97).

Licensed pilots are up for renewal at the end of 1998. License renewal fees are less than
c?arged during the last renewal period in 1996, reflecting reduced operating costs on the part
of BMP.

Prior Audit Recommendation No. 7

OL should continue its efforts to adequately provide public notice of board megtings and
application deadlines for examinations.

This recommendation has been implemented. In recent years. OL staff has provided adequate
public notice of BMP board meetings and application deadlines for examinations.

Prior Audit Recommendation No. 8

OL should request statutory changes to AS 08.01.050 and AS 08.01.070 to clarify
responsibilities for the taking of board meeting minutes and production of an annual report.

This recommendation has been implemented. The 1995 legislation clarified the role of
marine pilot coordinator in statute. In addition, OL provides administrative assistance to
many boards and commissions, including the Board of Marine Pilots. OL staff helps during
BMP meetings, including taking minutes. These minutes are submitted to the board for
approval at the subsequent meeting. The board prepares the annual report. Concern has been
expressed by pilots about improving the database from which BMP operates. This is
discussed further in Recommendation No. 1of our current review.
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Prior Audit Recommendation No. 9

OL should develop and implement written policies and procedures for reporting potential
violations of the Executive Branch Ethics Act to the Department of Law,

This recommendation has been implemented. The chairman of BMP has requested
continuing assistance from the DeBartment of Law to brief board members on the Ethics Act
and its requirements. Board members seem to be well aware of their responsibilities in the
area of ethics. Nothing came to our attention during the course of this review that suggests
executive branch ethics requirements were allegedly violated.

Prior Audit Recommendation No. 10

OL should, in conjunction with the Equal Employment Opportunity Office, review the
licensure apphcatlon for each professional occupation to assure that personal quest|ons of a
potential discriminatory nature are essential for prudent licensure.

This recommendation has been implemented. There is no information requested on the
application form regarding sex or physical features. There is no photo required of applicants.

-23-

AAKA SIATE IKIS ATUE CMVION CGH LSS AMNE ALTT



(Intentionally left blank)

-24-

alaska state legslature OVION G LESSATME AT



AUDITOR COMMENTS

In the course of this review, we noted three additional areas of concern related to the
operational issues faced by the Board of Marine Pilots (BMP). Two of these issues were
among the multiplicity of concerns addressed in the last sunset review and the 1995 statutory
revisions. We present the following discussion here to further inform the legislature about
progress and the current status of issues involved.

Competition

BMP’s efforts to regulate and/or limit competition between and within pilotage regions were
the centerpiece of its activities in the previous audit period. After the decision was reached
that neither BMP nor the Alaska Public Utilities Commission would engage in rating-setting
in the traditional manner, the 1995 Alaska legislature passed the procedure set out at
AS 08.62.046 which provided a mechanism for adjudicating disputes between npilot
associations and shippers. BMP is only required :0 intervene when there are objections to rate
changes. This seems to have had die effect of smoothing out negotiations in those areas
where competition was previously creating problems.

Concerns about some of the counter-productive aspects of competition1 between rival pilot
organizations in certain regions of the State posed a critical regulatory problem to BMP at the
time of our last review. Concerns about competition were never a serious issue in Region 2
(Southcentral). The competition in Region 3 (Western) between the Western Alaska Pilots
Association and the Alaska Marine Pilots has been eliminated by the two groups becoming
one and the Southwest Alaska Pilots Association withdrawing from competition in the
region.

This action eliminated the bidding for clients at Dutch Harbor and other locations that had
proved so much of a concern to BMP and has lessened the intrusions into pilotage waters by
vessels without a pilot. The problems of weather and distance in this region will continue to
create problems in providing service to this region, but the greater stability of pilotage
services that has been achieved should have some positive effect,

There are still two groups competing in Region 1 (Southeast), the Southeast Alaska Pilot
Association and the Alaska Coastwise Pilot Association. The great increase in cruise ship
traffic during the period 1997-98 has provided sufficient business for both, and they have
been able to negotiate .ii'tracts that provide stability that did not exist when both groups
were strongly competing for a more limited number of clients.

10ne analyst of the industry, testifying before the legislature in 1995. attributed many failings of the State's marine
pilot activities to the “quasi-compctitivc” system that had evolved in certain regions of the State. In his view the
pressure of market competition allowed shippers to play off different pilot groups against each other, which led to
many of the problems he had identified. In his view this was particularly bad in Southeast and the Aleutians where
there were competing pilot associations.
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The result of reaching a greater consensus among pilots on competition has been to
dramatically lessen the legal battles between pilots and pilot associations that previous'y took
up so much of BMP’stime. The reduction in legal activity has resulted in a reduction in costs
due to fewer meetings and less lime from the Department of Law being required. It was
gnnognceg at the July 16. 1998 BMP teleconference that there was an expectation fees could
e reduced.

Training

It is a general consensus of the pilots and those who employ them that training programs have
improved in recent years, with BMP given credit as a positive force in that improvement.

A major problem in the past was securing ship time for trainees. It is still a problem primarily
due to the nature of pilotage in Alaska where large ships are involved in a limited number of
trips compared to traffic in other pilotage areas. The problem is not just the number of trips,
but also securing lime on the larger vessels to attain an unlimited tonnage endorsement.

The problem is most acute in the Southeastern Region where the preponderance of large
cruise ships makes it difficult for pilots who do not have unlimited licenses to secure trips.
The problem is not as acute in other regions because there is a better mix of ship sizes.

Recruitment to pilot ranks is a long process throughout the profession and short
apprenticeships, while not unknown, are not common. The requirements for a federal license
alone require a minimum of 36 months. Pilot association requirements throughout the U.S.
can run up to ten years or more.

Recruitment in Alaska has been able to keep pace with the rapid growth in cruise ships and
fisheries associated vessels while handling the regular traffic of oil tank vessels, container
shipj, and others. In the 1995 BMP Annual Report, the average age of marine pilots was
reported as 54 years. A review undertaken by the BMP coordinator in September 1998
showed the average age as 53-1/2 years, a good indicator of stability and the ability of the
training programs to fill the ranks.

In Alaska, an individual can become a deputy marine pilot by serving an apprenticeship of at
least four years in the pilotage region for which a license Is sought. They must also serve
3 years as a deputy marine pilot to qualify for a marine pilot license (AS 08.61.100 (3)).
Thus. Alaskan requirements arc not dramatically different from other states at this time.

Continued Proficiency Efforts

Alaska marine pilots and deputy marine pilots must renew their licenses every two years and
must submit documentation that they have met the continuing education requirements in the
statutes (12 AC 56.83). Evaluation of their performance under this requirement is not
required by statute. Once the training program leading to marine pilot is completed, no
evaluation process to determine competency is required. Peer pressure within the pilot
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associations is the only system available until disciplinary action is undertaken by BMP in
accordance with AS 08.01.075.

The problem /ith the present system is that it is difficult to intervene before an incident
leading to disciplinary action occurs. This is different from many systems, such as aviation,
where airline pilots and air traffic controllers have their skills evaluated on an ongoing basis.
In the case of marine pilots, often complaints from users are the first indication that the pilot
association or BMP may have that there is a problem.

BMP has recently issued a request for proposals (RFP) for a Simulator Based Marine Pilot
Performance Evaluation System. In the RFP (Number 99-0046), it is stated, “Y!FEBBrdOf
Varire Rilats is nat satisfied with the current systemand is seeking to preventfuture msheps
thraugh develgpment of aperformance evaluation SyStem The RFP points out that the State
has not implemented regulations that require Alaska marine pilots to have their performance
as a marine pilot evaluated because no facility offers such an evaluation service.

The RFP requires the development and successful testing of a training and evaluation system
over a three-vear period. The system shall incorporate Bridge Resource Management (BRM)
and Automatic Radar Plotting Aids (ARPA) training. BRM is not available in Alaska due to
the lack of a marine training simulator in the State. ARPA training has been available in
Seward at the Alaska Vocational Education Training Center (AVTEC).

The RFP is an ambitious effort to lake the next step in BMP’s legislative mandate to
"rovicefor the maintenance of efficient and conpetent pilotage sendee’in Alaskan waters.
There is a good deal of discussion among pilots about relying on simulators to determine
competency, but strong opposition to the program did not come forth in the interviews with
pilots. It is possible that there has not been sufficient discussion over the summer as most
pilots have been very busy on the ships.

The existing statutes appear to provide sufficient authority to BMP to implement the
program. The STAR Center in Dania. Florida has been chosen to implement the program. As
far as can be determined. Alaska and BMP arc on the leading edge in recertification efforts
for marine pilots with this program. No other state or jurisdiction could be found with
anything similar.
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analyses of board activities relate to the public need factors defined in the
“sunset” law, Alaska Statute 44.66.050(c). These analyses are not intended to be
comprehensive, but address those areas we were able to cover within the scope of our
review.

The extent to which the board, commission, orprogram has operated in the public interest.

During the period covered by this review (July 1, 1993 to June 30, 1998) the Board of Marine
Pilots (BMP) has substantially improved its performance at operating in the public interest
compared to the previous review period (1990-93). The issues of competition versus
monopoly, training, and tariff-setting have not been totally resolved, but there is a great deal
more consensus between BMP. marine pilots, and shippers that are subject to the board’s
oversight. There is a greater acceptance of BMP’s rulings, and this has almost eliminated the
continual legal confrontations that hampered the board’s activities from 1990 to 1994. This
has enabled BMP to concentrate more on the public safety aspects of its mandate. The board
was able to work with the pilot associations in reaching satisfactory solutions to the
controversial issue of whether tariffs should and could be set by BMP or whether pilotage
fees should be set by the competitive market.

The regulation and licensing of qualified marine pilots benefit the public’s safety and
welfare. The steady increase in tourist passenger ships in recent years has made BMP’s role
increasingly more important. The board provides reasonable assurance that the individuals
licensed to pilot passenger and cargo ships in Alaskan waters are qualified to do so.
Extension of the Doard will take it through a period that, prospectively, appears to be one of
intensive activity. BMP has begun improving training and continuing education of Alaska
marine pilots. The board has successfully worked with the pilot associations in resolving
many of the problems identified in the 1994 audit and has contributed to improving marine
safety in Alaskan waters.

The extent to which the operation of the board, commission, or agency program has been
impeded or enhanced by existing statutes, procedures, and practices which it has adopted,

and any other matter, including budgetary, resource, and personnel matters.

The 1995 amendments to the State's marine pilot statutes changed BMP’s role in setting how
much pilot organizations could charge for services. The approach developed, as set out at
AS 08.62.046, allows local pilot organizations flexibility to negotiate rates with shippers
operating out of their local ports. The process allows for competition between organizations
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where it might exist, while giving shippers an avenue of appeal and review when they believe
rates may be excessively high in regions of the State where there is no competition.

BMP has carried out the intent behind this amendment, although the current semi-
competitive environment is significantly different from the situation that existed at the time
of the 1995 amendments. See the Auditor Comments section for our discussion regarding the
current competitive situation related to marine piloting in the State. The board is also
carrying out the legislative directives related to training and licensing qualifications, which
were also an important part of the 1995 amendments.

The extent to which the boorcl, commission, or agency has recommended statutory changes

thatare generally ofbenefit to the public interest.

As discussed in the Background Information section, in 1995 the legislature made substantive
revisions to the marine pilot statutes. According to testimony before legislative committees
considering the amending legislation, the measure that was adopted was a result of negotiations
between the administration officials. BMP members, pilots, and shippers. Since those
amendments, there has been a general reluctance in the marine pilotage community to “reopen”
the marine pilot statutes to further revision. BMP has reflected this general reluctance, with
limited inclination to seek further statutory change in recent years.

The extent to which the board, commission, or agency has encouraged interested persons to
report to it concerning the effect of its regulations and decisions on the effectiveness of

service, economy ofserx’ice, and availability ofseivice thatithas provided.

BMP through the work of marine pilot coordinator has published notices of all examinations,
meetings, and prospective regulation changes. Public notice was solicited during BMP's most
recent regulatory writing project. Additionally, a period of time for public comment was
available at each BMP meeting.

The extent to which the board, commission, or agency has encouraged public participation

in the making ofits regulations and decisions.

As noted previously, each board meeting agenda allots time for public comment. The
public has been encouraged to use these public comment periods to express concerns and
obtain information from the board. The public comment period for regulation changes also
assures that the public has the opportunity to participate in the regulatory process.
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The efficiency with which public inquiries or complaints regarding the activities ofthe board,
commission, or agencyfiled with it, with the department to which a board or conunission is
administratively assigned, or with the Office of the Ombudsman have been processed and

resolved.

Complaints and concerns regarding decisions and activities of the board, as well as
complaints about the performance of licensed marine pilots were handled and resolved in an
appropriate and timely manner consistent with its priority and the limitations of Division of
Occupational Licensing staff. No complaints were filed with the Office of the Ombudsman in
recent years regarding the operations of the board specifically, or marine pilots in general.

The extent to which the board or commission which regulates entry into an occupation or

profession has presented qualified applicants to serve the public.

Over the past three fiscal years, the board has certified three individuals as marine pilots and six
individuals as deputy marine pilots.

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.

We did not find any evidence that BMP was not complying with state personnel practices,
including affirmative action, in qualifying applicants or in hiring the marine pilot coordinator.
Each time BMP has denied an applicant a license the reason has been based on experience
requirements and not personal attributes of the applicant.

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 this subsection.

See the discussion presented both in the Findings and Recommendations section and the
Auditor Comments section of this report.
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TONY KNOWLES, GOVERNOR

DEPARTMENT OF COMMERCE AND P.0. BOX 110800
ECONOMIC DEVELOPMENT PN, (607 acm g 20
FAX:_2907)465-5442
OFFICE OF THE COMMISSIONER o0 (G0N 65 ea

January 11, 1999

Mr. Merle Jenson

Depuiy Legislative Auditor
Legislative Affairs Agency
P.O. Box 113300

Juneau, AK 99811-3300

Dear Mr. Jenson,

This letter is in response to your request for comments regarding the Preliminary Audit Report of
the Board of Marine Pilots dated November 1S. 1998.

Recommendation No. 1

The Board of Marine Pilots (BMP) should work with the pilot associations, the U.S. Coast Guard
(USCG), the shippers, and other maritime interests to develop a database against which the
competency of both trainees and licensed pilots can be better measured.

Currently the Board has a regulation in place that requires pilot associations to submit pilot
activity reports on a quarterly basis. These reports provide the information necessary to identify
shipping trends; however, since the reports are submitted on paper and for each individual pilot,
it would be extremely labor intensive to compile the information into a useable database. The
Board has recently adopted a regulation that will require the pilot associations to submit their
quarterly reports in an electronic format so that they may be placed directly in a database
maintained by the Marine Pilot Coordinator (MPC). Upon compilation of sufficient data the
database will provide a means for identifying marine traffic trends. This will greatly aid the
Board in establishing training requirements that are accurate and attainable.

The preliminary audit also states that a lack of performance norms for pilots is hampering the
Board’s efforts to implement a new simulator-based performance evaluation system. To the
Board’s knowledge a database of human factors or performance norms for marine pilots does not
exist; however, the lack of such a database is not hampering the Board’s effort to establish a
simulator-based performance evaluation system. In fact, despite the lack of such a database, four
cf the most respected marine simulator facilities in the country submitted proposals to develop a
simulator-based performance evaluation system for State of Alaska Marine Pilots. Upon its
implementation, this system will be the first in the world to evaluate the perfoimance of marine
pilots. If the developed system proves effective, the Board expects the concept to expand to
other jurisdictions, perhaps eventually becoming a universal requirement of licensure. During
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Response to Preliminary Audit Report January 11.1999

the development and use of a simulator-based performance evaluation system, the human factors
involved in marine piloting will be identified and performance norms will be established.

Recommendation No. 2

BMP should consult the Department of Law regarding the nracticalitv of enforcing the current
piloting exemption statutes. After such consultation, the board should develop proposed
statutory changes for the consideration of the legislature.

The Board would be pleased to work with the Department of Law and the Legislature to develop
any future amendments to the Act.

Prior Audit Recommendation No. 2

Statutes and regulations should be revised and strictly enforced to adequately protect the best
interest of the State.

1. Access to pilotage training ... We continue to have concerns about the iength of the current
apprenticeship program and recommend a review of the training statutes and regulations to
determine if the progress from apprentice through Deputy Marine Pilot to Pilot can be shortened
without compromising the quality oftraining programs.

The statement i uove seems to be in conflict with the "Training” portion of the Auditor's
Comments. The last paragraph on page 26 under the subtitle "Training" notes that an individual
can become a deputy marine pilot by serving a four year apprenticeship, and then serve another
tliree years as a deputy marine pilot to become a marine pilot. The last sentence of the paragraph
states, “Thus, Alaskan requirements are not dramatically different from other states at this time.”

The process from trainee to marine pilot takes five to six years for applicants that meet the stated
statutory requirements of AS 08.62.093(b)(1)-(5), that is two-three years as a trainee and another
three years as a deputy marine pilot to be eligible for advancement to marine pilot. It is worth
noting that the deputy marine pilot apprenticeship program was established for otherwise highly
qualified candidates who were unable to meet one or more of the statutorily required experience
requirements listed in AS 08.62.093(b)(I)-(5). Thus, it does not seem unreasonable that the
apprenticeship program should take seven years. Even at seven years, the program is only one to
two years longer than the usual program, and as stated in the auditor comments, even then it is
not dramatically different in duration than other states. The Board and the pilot associations
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consider the minimum four-year experience requirement established in statute for the deputy
marine pilot apprenticeship program to be appropriate.

I hope the comments above add to your understanding of the Marine Pilot Program and will
assist you in drafting your final report. 1 would like to thank your section for conducting a
comprehensive, accurate and equitable audit. Please contact Peter Christensen, the Marine Pilot

Coordinator in Occupational Licensing at 2548. if you have any additional questions.

Sincerely,

<fefjfrey W. Bush
m/Deputy Commissioner
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Alaska State Legislature

SENATE P.0. Box V
. . State Capitol
Office of the President Juneau, Alaska 99811

Memorandum

Date: January 26th, 1999

To: Senator Jerry Mackie, Chair
Senate Labor and Commerce Committee

From: Senator Drue Pearce, Senate PresidentZ”-3

RE: SB 35 “An Act extending the termination date of the board of Marine Pilots.”

I respectfully request that SB 35 be scheduled for a hearing in the Senate Labor and Commerce
Committee at your earliest possible convenience.

Thank you for your consideration.



Alaska Coastwise Pilots Association Marine Pilotage

Ofgsilh Smite
P.O. Box 23367
. TWiphonei  (W7)S2fU72AS
Ketchikan,AJaska 99901-8367 rxt (6+7) 847-45¢K
MEMORANDUM
DATE: February 4, 1999
TO: Sen.Jerry Mackie, Chairman
Senate Laborand Commerce Committee
FROM: Capt. Jeff Baleen, President
Alaska Coastwise Pilots Association
RE: Testimony on SB 35-Extension of the Board of M arine Pilots

Chairman Mackie and Comm ittee Members:

lam Capt. Jeff Baken, aresident of Ketchikan and President ofthe Alaska Coastwise

Pilots Association.

The Alaska Coastwise Pilots Association is one of two marine pilot groups working in
Southeast Alaska. We currently have 15 members who work primarily as cruise ship
pilots, although we do pilotother commercial vessels on an as needed basis year-

round.

Ourorganization supports SB 35, the extension ofthe Board of M arine Pilots, in its

currentform. Although the relationship between our organization and the Board was

somewhatcontentious earlier in the 1990's, the past few years have seen a much

improved working relationship between all the involved parties, which was noted in
the Nov. 18, 1998, Legislative Auditon the Board. (Pg. 26, 1st paragraph.)

The Alaska Coastwise Pilots Association is satisfied that the Board of M arine Pilots is
working properly and following its mandates, and we supportits continuation as

outlined in SB 35.

Thankyou for the opportunity to testify.



During Interim: (June - Dec.)

716 West 4th Avenue, Suite 500
Anchorage, Alaska 99501-2133
(907) 269-0200

A laska State L egislature

Fax (907) 269-0204

Senator Drue Pearce

SB 35

Sponsor Statement

The Board of Marine Pilots was originally created in 1970. The associated authority of
the Board was then significantly broadened with the Marine Pilot Act of 1991. The
Marine Pilot Act stated, “It is the policy of the state to prevent the loss of lives and
property, and to protect the marine environment of the state by requiring compulsory
pilotage on the inland and coastal water of and adjacent to the state.”

At that time the legislature felt it necessary to give the board broad authority, which
included establishing pilotage regions, maximum tariffs, and criteria for the training and

licensing of marine pilots.

The 1995 amendments to the State’s marine pilot statutes changed the BMP’s role in
setting how much pilot organizations could charge for services. The process allows the
flexibility of negotiated rates between the pilots and the shippers. It also fosters
competition between pilot organizations while giving shippers an avenue of appeal and
review when they believe rates may be excessively high in regions of the state where

there is no competition.

The regulation and licensing of qualified marine pilots benefits the safety and welfare of
the public. The BMP has begun improved training and continuing education of Alaska
marine pilot’s which is becoming increasingly important with the steady increase in

tourist passenger ships in recent years.

The board provides reasonable assurance that the pilots of cargo and passenger ships are
qualified to do so. The board has successfully worked with the pilot associations in
resolving many problems identified in the 1994 audit and continues to improve the safety
of Alaska’s marine waters. The 1998 legislative audit, recognizing the public importance
of the BMP, recommends that its termination date be extended to June 30, 2004.

Scnator_Druc_Pcarce@legis.siate.ak.us

During Session: (Jun. «May)
State Capitol

Juneau. Alaska 99801-1182
(907) 465-4993

Fax (907) 465-3872
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Alaska Coastwise M ots Association Marino Piloiige

Wapatch Smte*
P.O. Box 23367
. 7Weptn«:  (W7)Iwutt4)
Ketchikan, Alaska 99901-8367 Wfp § ((907))J47_456H
MEMORANDUM
DATE: February 4, 1999
i *
TO: Sen.Jerry Mackie, Chairman
.Senate Laborand Commerce Comm ittee
FROM: Capt. Jeff Baken, President
Alaska Coastwise Pilots Association
RE: Testimony on SB 35-Extension of the Board of M arine Pilots

Chairman Mackie and Committee Members:

lam Capt. Jeff Baken, a resident of Ketchikan and President of the Alaska Coastwise

Pilots Association.

The Alaska Coastwise Pilots Association is one of two marine pilotgroups working in
Southeast Alaska. We currently have 15 members who work primarily as cruise ship
pilots, although we do pilotother commercial vessels on an as needed basis year-

round.

Ourorganization supports SB 35, the extension of the Board of M arine Pilots, in its
currentform. Although the relationship between our organization and the Board was
somewhat contentious earlier in the 1990's, the past few years have seen a much
improved working relationship between all the involved parties, which was noted in
the Nov. 18,1998, Legislative Auditon the Board. (Pg. 26, 1st paragraph.)

The Alaska Coastwise Pilots Association is satisfied that the Board of M arine Pilots is
working properly and following its mandates, and we supportits continuation as

outlined in SB 35.

Thank you for the opportunity to testify.
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GALL ON YOUR COMPANY

February 17,1999

Senator Jerry Mackie, Chairman

Senate Laborand Commerce Com m jA'l "
Alrslin State Tegidpdiifre

State Capitol

Juneau, Alaska 99801

RE: Support of Senate Bill 47
Dear Senator Mackie:

Matanuska Telephone Association, Inc. is a member-owned cooperative that provides
local exchange service for over 32,0000 member owners from Eagle River to
Clear/Anderson. | am writing to offer MTA’s support for SB 47. It is our understanding
that the Bill would reauthorize the Alaska Public Utilities Commission (APUC) for four

more years.

Wijth the passage of the Telecommunications Act of 1996 and all of the responsibilities
that were delegated to the Stale public utilities commissions, it is imperative that the
reauthorization of the APUC be approved. The APUC has done the initial work on the
dockets associated with Universal Service and Access Charges and is diligently working
on many of the other items which are necessary as we implement the
Telecommunications Act of 1996.

MTA also believes that it is very important the legislature keeps this Bill very narrow and
specific to the reauthorization of the Commission and not allow it to be caught up with
other telecommunications legislation. MTA believes this 'ommission has made a good
faith effort this past year in addressing the issues before them. Given the Commissions
resources and the complicated nature of the issues surrounding the Telecommunications
Act, they have done an admiral job.

Sincerely,

GregBerberich
Vice President Corporate Services

Matanuako Telephone Association, Inc.
1740 South Chugach Street » Palmer, Alaska 99645
Eagle River 907.604.3211 < Palmer 907.745.3211 » Wasilla 907.370.3211
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TONY KNOWLES, GOVERNOR

Ltd
1016 WEST SIXTH AVENUE SUITE 400
ANCHORAGE ALASKA  99501-1963
DEPARTMENT OF COMMERCE AND PHONE, (907) 276-6222
ECONOMIC DEVELOPMENT FAX.  (307) 2760160

TTV-  (907) 2761333
ALASKA PUBLIC UTILITIES COMMISSION

[February 5, 1999
Honorable Brian Porter
Speaker of the Louse
and
Honorable Drue Pearce
President of the Senate

Dear Speaker Porter and President Pearce;

On behalf of the Alaska Public Utilities Commission, we are pleased to submit to
the Alaska State Legislature the Twenty-ninth Annual Report of the Alaska Public
Utilities Commission, covering the fiscal year ending June 30, 1998. This 1is
filed pursuant to AS 42.05.211 and AS 42.06.220.

Respectfully vyours,

ALASKA PUBLIC UTILITIES COMMISSION

Chairman

Commissioner
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Alaska Public Utilities Com mission
1016 W est Sixth Avenue, Suite 400
Anchorage, Alaska 99501-1963

telephone: (907) 276-6222
|ux:; (907) 276-0160
TTY. (907) 276-1533
web site: http:/lwww.stjite.alt.us/jipiic

FY98 statistical deﬁa will be av?ikable at APUC’sweb site shortly alter
the release ofthis printed volume.
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~February 5, 1999

Honorable Brian Porter

Speaker of the House
and

Honorable Drue Pearce

President of the Senate

Dear Speaker Porter and President Pearce:

On behalf of the Alaska Public Utilities Commission, we are pleased to submit to
the Alaska State Legislature the Twenty-ninth Annual Report of the Alaska Public
Utilities Commission, covering the fiscal year ending June 30, 1998. This 1is
filed pursuant to AS 42.05.211 and AS 42.06.220.

Respectfully yours,

ALASKA PUBLIC UTILITIES COMMISSION

Chairman

"C ? — Z D

Commissioner
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1998 Annual Report

M ission statem ent

The Alaska Public Utilities Commission (APUC) protects and promotes the public interest
by certificatingand economically regulating only qualified public utilities and pipeline carriers.
Itoversees the availability, affordability and quality of the utility services that are essential
Alaska®s economic development.

The Commission does this by making timely decisions that balance the competing inter-
ests of various parties fairly, while keeping red tape toa minimum.
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1998 Annual Report

M ission statem ent

The Alaska Public Utilities Commission (APUC) protects and promotes the public interest
by certificating and economically regulating only qualified public utilities and pipeline carriers.
It oversees the availability, affordability and quality of the utility services that are essential to
Alaska®s economic development.

The Commission does this by making timely decisions that balance the competing inter-
ests of various parties fairly, while keeping red tape to a minimum.
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Chairman Cotten (center) is flanked (left to right) by Commissioners Posey, Hanley, Ornquist and Cook



1998 Annual Report

The utility industries in Alaska and throughout the country are in a period of mrjor
change. Major events such as the passage of the Telecommunications Act of 1996, the several
proposed pieces of federal legislation dealing with electric industry restructuring along with
the restructuring experiences and experiments of states like Califormia have combined t
make industry and regulators think in new terms.

We are breaking new ground in Alaska when itcomes to competition in the telephone
business. In addition to competition, the ownership of the majority of the local phone lines in
our state have changed hands or are posed to do so. The APUC has seen a huge increase in
filings dealing with disputes, new offerings and transfer of certificate applications. The Com-
mission has also found itnecessary towrite new regulations to deal with the new competitive
environment as opposed to the monopoly system under which we have been operating since

before statehood.

The APUC has been working closely with the State Legislature on many issues, most
recently jointly awarding a contract for a study of eiectricity restructuring in Alaska. The
Commission continues to offer Its expertise as a resource to the Legislature.

The Alaska Public Utilities Commission has taken steps to improve its ability to deal with
a workload that has doubled over the past fiveyears. In addition to adding to our professional
staff, the commission is putting more emphasis on training and is improving efficiency
through a move toward electronic filingand other technology enhanced operations.

The consumer protection division of the Commission isone of our busiest and most
important. Our consumer specialists report 706 consumer complaints, a 23 percent increase
over the previous year. As one of the few consumer response sections in state government, we
feel itisessentia) to have more resources in this area.

The number of changes in the utility and pipeline industries in Alaska and the resulting
challenges presented to the Commission continue tgrow. We are committed to meeting

those challenges.

Sincerely

Sam Cotten
Chairman



