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Legislative Budget and Audit Committee

Senate Bill 243 “An Act extending the termination date of the 
Board of Chiropractic Examiners.”

Sponsor: Senator Gene Therriault

Sponsor Statement

Under AS 08.20.010 the State Board of Chiropractic Examiners regulates qualified 
professionals by ensuring that the requirements laid out for licensure are met and adhered 
to. The Board was established in 1949 and currently regulates 204 chiropractors in the 
State o f Alaska.

The Board consists of five members appointed by the governor. Four members shall be 
licensed chiropractic physicians who have practiced in Alaska for no less than two years. 
The fifth member shall be a person with no direct financial interest in the health care 
industry.

The regulation and licensing of qualified chiropractors continues to safeguard the public 
by promoting competence and integrity of those individuals who represent themselves as 
chiropractors to the pubic. The Board continues to do this by establishing standards for 
licensed professionals and monitoring the manner in which they practice.

The State Board of Chiropractic Examiners is set to expire June 30, 2002 under 
AS 08.03.010, Termination of State Boards and Commissions. If the Legislature does not 
act to extend the Board, it will have one year, until June 30, 2003, to administratively 
conclude its affairs. Senate Bill 243 will extend the Board for another four years and 
restore the Board’s statutory authority to license by credentials.
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Title A n  A c t extend ing the te rm ina tion  date o f the BRU:
Board of Chiropractic Examiners______________________________ Component Occupational Licensing

Occupational Licensing (117)

Sponsor
Requester

Senator Therriault
Senate Labor & Commerce

Expenditures/Revenues

_ Component No. 

(Thousands o f Dollars)

2360

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 24.5 24.5 24.5 24.5 24.5
Travel 10.8 10.8 10.8 10.8 10.8
Contractual 8.9 8.9 8.9 8.9 8.9
Supplies 0.0 0.0 0.0 0.0 0.0
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Budge t request. The bill a lso am ends AS 08.20 .180(a ) to inc lude license  by creden tia ls . New  funds are 
not requ ired  to im p lem en t th is am endm ent.
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE 

DIVISION OF LEGISLATIVE AUDIT

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

The committee is responsible for providing the 
legislature with audits of state government agencies. 
The programs and activities of state government 
now cost more than $6 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 as mandated by Alaska 
Statutes or 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, Anchorage, or our web site 
http://www.lcgis.state.ak.us/legaudAveb/default.htrn.
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE 
Division of Legislative Audit

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

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

Internet e-mail address: 
legaudit@legis.state.ak.us

SUMMARY OF: A Special Report on the Department of Community and Economic 
Development, Board of Chiropractic Examiners, Sunset Review 
September 13, 2001.

PURPOSE OF THE REPORT

In accordance with the intent of Title 24 and 44 of the Alaska Statutes (sunset legislation), we 
have reviewed the activities of the Board of Chiropractic Examiners. Under AS 44.66.050(a), 
the legislative committee of reference is to consider this report during the oversight process 
to determine whether the termination date o f the board should be extended. Currently, 
AS 08.03.010(c)(5) requires the board to terminate on June 30, 2002. If the legislature takes 
no action to extend the termination date, the board will have one year from that date to 
conclude its operations.

REPORT CONCLUSIONS

In our opinion, the termination date for the Board of Chiropractic Examiners should be 
extended. The regulation and licensing of qualified chiropractors is beneficial to protect the 
public's health, safety, and welfare. The board assists in providing this public benefit by 
establishing minimum educational and work experience standards for licensure. Such 
standards provide reasonable assurance that persons licensed as chiropractors are qualified. 
Standards o f practice are enforced through the active investigation of complaints and 
revocation or suspension of licenses when appropriate.

The Board of Chiropractic Examiners satisfies a public purpose and has demonstrated an 
ability to conduct its business satisfactorily. The board carries out its regulatory oversight 
function in a professional, competent, and efficient manner.

Alaska Statute 08.03.010(c)(5) requires the Board of Chiropractic Examiners be terminated 
on June 30, 2002. Under AS 08.03.020, the board has a one-year period to administratively 
conclude its operations. Based upon our review o f the board’s performance, we recommend 
the legislature extend the board’s termination date to June 30, 2006.

mailto:legaudit@legis.state.ak.us


FINDINGS AND RECOMMENDATIONS

1. The legislature should consider legislation clarifying the Board of Chiropractic 
Examiners’ authority to license by credential.

The board is currently considering developing regulations establishing the manner by which 
chiropractors licensed in other states can become licensed in Alaska. This process is referred 
to as licensure by credentials. Providing for licensure by credentials is, in our view, good 
public policy and should generally be promoted whenever it serves the broader interest of the 
public -  licensure of competent professionals who will practice in an ethical manner.

We have been advised by the Department of Law that the board may not have the authority to 
adopt regulations providing for licensure by credentials. The board’s authority is made more 
uncertain due to the 1996 legislative action that specifically repealed the statute which gave 
the board the specific authority to grant licenses by credential. Accordingly, we recommend 
the legislature clarify the board’s authority in this area by considering and adopting 
legislation that returns to the board the power to license applicants through a reasonable 
credential review process.

2. The Office of the Governor should expedite the appointment of vacant and expired board 
member positions. Additionally, the Office of the Governor should proactively recruit 
prospective board members from rural communities to attain broader representation.

During our review of board member terms and appointments it was noted that a member had 
reached the end of the appointed term and a replacement member had not been appointed. 
We recommend that the Board of Chiropractic Examiners and the Governor’s office actively 
recruit new board members on a continual basis, so that the time between term expiration and 
new appointments is minimized.

Additionally, we noted adequate board representation by all of the major population areas: 
Anchorage, Juneau and Fairbanks. However, there is a lack of board representation from 
smaller urban communities around the state. We recommend the board solicit and encourage 
their colleagues living in and around smaller rural areas of the state to apply for board 
positions as they become vacated.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



ALASKA STATE LEG ISLA TURE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

Division of Legislative Audit

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

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

Internet e-mai! address: 
October 1, 2001 legaudit@legis.state.ak.us

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 COMMUNITY 
AND ECONOMIC DEVELOPMENT 

BOARD OF CHIROPRACTIC EXAMINERS 
SUNSET REVIEW

September 13, 2001

Audit Control Number

08-20009-01

This audit was conducted as required by AS 44.66.050 and under the authority of AS 24.20.271(1). 
Alaska Statute 44.66.050(c) lists criteria to be used to assess the demonstrated public need for a given 
board, ccmmission, agency, or program subject to the sunset review process. Currently under 
AS 08.03.010(c)(5), the Board of Chiropractic Examiners is scheduled to terminate on June 30, 2002. 
The board would be allowed one year in which to conclude its administrative operations.

In our opinion, the termination date for the Board of Chiropractic Examiners should be extended. The 
regulation and licensure of chiropractors contributes to the protection of the public's welfare. We 
recommend the legislature extend the termination date of the Board of Chiropractic Examiners to 
June 30,2006.

This 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 Objective, Scope and Methodology section of this report.

Pat Davidson, CPA
Legislative Auditor

mailto:legaudit@legis.state.ak.us
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O BJECTIV ES. SCOPE, AND M ETH O D O LO G  V

In accordance with the intent of Title 24 and 44 of the Alaska Statutes (sunset legislation), we 
have reviewed the activities o f the Board of Chiropractic Examiners. Under AS 44.66.050(a), 
the legislative committee of reference is to consider this report during the legislative 
oversight process to determine whether the board should be reestablished. Currently, 
AS 08.03.010(c)(5) requires the board to terminate on June 30, 2002. If the legislature takes 
no action to extend the termination date, the board will have one year from that date to 
conclude its operations.

Objectives

There are three central, interrelated objectives o f our report. They are:

1. To determine if the termination date of the board should be extended.

2. To determine if  the board is operating in the public’s interest.

3. To determine if the board has exercised appropriate regulatory oversight o f licensed 
chiropractors.

The assessment of the operations and performance of the board was based on criteria set out 
in AS 44.66.050(c). Criteria set out in this statute relate to the determination of a 
demonstrated public need for the board.

Scope and Methodology

Under the direction and supervision of the Division of Legislative Audit, another auditor 
conducted the majority o f this review. We followed professional standards to determine that 
the other auditor was independent and that their work was competent and sufficient.

Our audit reviewed the operations and activities o f the Board of Chiropractic Examiners for 
the period of FY 99 through FY 01.

During the course of our examination, we reviewed and evaluated the following:

1. Applicable statutes and regulations

2. Tests of files and documentation of licensees

3. Investigation files

4. Minutes of board meetings and division correspondence files

5. Attorney general's opinions applicable to professional boards

We also conducted interviews with employees of the Department o f Community and 
Economic Development, Division of Occupational Licensing.

-1  -
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O RGANIZATION AND FUNCTION

The Board of Chiropractic Examiners was established under the provisions of Title 8, 
Chapter 20 of the Alaska Statutes. The board consists of five members appointed by the 
governor and subject to legislative confirmation. Four mem °.rs must be chiropractors and 
one member must be appointed from the general public. Board members serve staggered 
terms of four years.

The board regulates chiropractic practice in the state by setting the following standards of 
practice:

1. Examining and issuing licenses to qualified applicants.

2. Establishing, amending, or eliminating 
regulations controlling the standards of 
professional chiropractic practice.

3. Revoking, annulling, or suspending licenses 
in accordance with the Administrative 
Procedures Act when an individual has 
violated chiropractic statutes or regulations.

Department of Community and Economic Development. Division of Occupational Licensing

The Department o f Community and Economic Development, Division of Occupational 
Licensing provides administrative and investigative assistance to the Board of Chiropractic 
Examiners. Administrative assistance includes budgetary services, functions such as
collecting fees, maintaining files, receiving and issuing application forms, and publishing 
notices of examinations and meetings.

Alaska Statute 08.01.065, mandates the Department of Conm unity and Economic
Development, with the concurrence of the board, adopt regulations to establish the amount 
and manner of payment of application fees, examination fees, license fees, registration fees, 
permit fees, investigation fees, and all other fees as appropriate for the occupations covered 
by the statute.

Alaska Statute 08.01.087 empowers the Division of Occupational Licensing with the 
authority to act on its own initiative or in response to a complaint. The division may:

1. Conduct an investigation if it appears a person engaged or is about to engage in a 
prohibited professional practice.

2. Bring an action in Superior Court to enjoin the act.

3. Examine the books and records o f an individual.

4. Issue subpoenas for the attendance of witnesses and records.

Board of Chiropractic Examiners
(As o f June 30, 2001)

Trevor Ireland, Chiropractor, Chair 
LeRoy Nordstrom, Chiropractor 
Carol Davis, Chiropractor 
Steven Messerschmidt, Chiropractor 
Sean Siegel, Public Member_______

ALASKA STATE LEGISLATURE
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In our opinion, the Board of Chiropractic Examiners is operating in an efficient and effective 
manner and should continue to regulate and license chiropractors. We believe the board is 
serving the public interest by promoting competence and integuty of individuals holding 
themselves out to the public as chiropractors.

The Board . i  Chiropractic Examiners serves a public purpose by promoting the competent 
and safe practice of chiropractic therapy. The board does this through establishing standards 
for licensed professionals and monitoring the manner in which they practice. The board has 
carried out these responsibilities satisfactorily.

Alaska Statute 08.03.010(c)(5) requires that the Board of Chiropractic Examiners be 
terminated on June 30, 2002. Under AS 08.01.020, the board has a one-year period to 
administratively conclude its operations. Based upon our review, we recommend that the 
board’s termination date be extended to June 30, 2006.

ALASKA STATE LEGISLATURE
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FINDINGS AND RECOMMENDATIONS

The legislature should consider legislation clarifying the Board of Chiropractic Examiners’ 
authority to license bv credential.

The board is currently considering developing regulations establishing the manner by which 
chiropractors licensed in other states could become licensed in Alaska. This process is 
referred to as licensure by credentials. Providing for licensure by credentials is, in our view, 
good public policy and should generally be promoted whenever it serves the broader interest 
of the public -  licensure of competent professionals who will practice in an ethical manner.

The board’s legal authority to adopt such regulations is somewhat clouded by legislative 
action taken in response to our agency’s last sunset report on the board. In that report we 
recommended the legislature repeal the statutory provisions related to the Board of 
Chiropractic Examiners’ authority to license by credentials. Section 2 of Chapter 96, SLA 96 
repealed AS 08.20.140. This statute allowed the board to license chiropractors without taking 
the State o f Alaska chiropractic practical examination.

In this report, we are recommending the legislature reestablish the board’s authority in this 
area. We make this recommendation because the board has changed the manner in which it 
considers Alaska licensure for prospective applicants licensed in another jurisdiction. The 
explanation of our change in position is as follows:

Previously, board actions were inconsistent with the implications o f the credentialing statute

The recommendation in our 1995 report (Department of Commerce and Economic 
Development Board of Chiropractic Examiners 08-1434-96) was prompted by our concern 
that board practices at the time were not consistent with the statutes related to licensure by 
credentials. At that time the board was requiring all candidates for licensure to pass a 
practical examination, in front of the board, in order for the candidate to demonstrate they 
could physically perform the requirements of the profession. This was required even if the 
individual seeking an Alaska chiropractor license was already licensed and practicing in good 
standing in another jurisdiction -  as long as that jurisdiction had licensing requirements that 
were equivalent to those established by the board.

The implication of the credentialing statute was that a practicing chiropractor, licensed in 
another state, only had to meet the equivalency standard to receive their Alaska license. 
There was no suggestion that further testing or examination may be required. In reality, the 
board always required such an applicant to pass the practical exam demonstrating they were 
physically able to practice chiropractic therapy.

Recommendation No. 1

ALASKA STATE LEGISLATURE
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We were concerned this incongruity between statute and procedure exposed the board to 
potential legal liability. To reduce this potential liability we recommended repeal of the 
credentialing statute because of two factors:

1. It seemed a practical examination confirming an applicant’s physical capacity to 
practice was reasonable.

2. We saw no evidence the board was using the practical exam to unfairly exclude 
applicants from being licensed.

Currently, the board is phasing out the state practical examination requirement

The Board of Chiropractic Examiners requires applicants to pass all sections o f the National 
Board of Chiropractic Examiners Examination (NBCEE). In recent years the NBCEE 
examination has added a practical section similar to that utilized for many years by the state 
board. The state board has informally decided that an applicant licensed by another 
jurisdiction, who has passed all of the NBCEE examination, should be eligible for licensure 
by credential.

Discussion with the current chairman indicates the board is interested in both expanding the 
credentialing process and placing more reliability on the NBCEE examination as it is 
cunently constructed. Toward this end, the board may be willing to explore licensure by 
credentials of individuals from other states, even if at the time the individual was licensed 
they did not pass a practical examination. That is, they were licensed in a manner not 
equivalent to that of Alaska. This would be done only if the individual could demonstrate 
they practiced for a specified period of time (at a minimum five years) and had done so in 
good standing with the board in their local jurisdiction.

The board’s regulatory authority is uncertain due to the repeal of the credentialing statute

We have been advised by the Department o f Law that the board may not have the authority to 
adopt regulations providing for licensure by credentials. The board’s authority is made more 
uncertain due to the 1996 legislative action that specifically repealed the statute which gave 
the board the specific authority to grant licenses by credential. Accordingly, we recommend 
the legislature clarify the board’s authority in this area by considering and adopting 
legislation that returns to the board the power to license applicants through a reasonable 
credential review process.

Recommendation No. 2

The Office of the Governor should expedite the appointment of vacant and expired board 
member positions. Additionally, the Office o f the Governor should proactively recruit 
prospective board members from rural communities to attain broader representation.

- 8 -
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During our review of board member terms and appointments, it was noted that a member had 
reached the end of the appointed term and a replacement member had not been appointed. 
We recommend that the Board of Chiropractic Examiners and the Governor’s office actively 
recruit new board members on a continual basis, so that the time between term expiration and 
new appointments is minimized.

Additionally, we noted adequate board representation by all of the major population areas: 
Anchorage, Juneau and Fairbanks. However, there is a lack of board representation from 
smaller urban communities around the state. We recommend the board solicit and encourage 
their colleagues living in and around smaller rural areas of the state to apply for board 
positions as they become vacated.

ALASKA STATF. LEGISLATURE
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A NALYSIS o f  p u b l ic  n e e d

The following analysis o f the Board of Chiropractic Examiners (board) activities relates to the 
public need factors defined in the “sunset” review law, AS 44,66.050. These analyses are not 
intended to be comprehensive, but address those areas we were able to cover within the scope 
of our review.

Determine the extent to which the board, commission, or agency has operated in the public 
interest.

The board has improved its accessibility to the public and prospective applies ls. The board 
has increased the number of meetings to three times a year. Additionally, me board now 
offers examinations three times a year.

The board has formed a peer review committee that has been instrumental in the 
establishment of minimal professional standards and guidelines that will be requirements for 
licensed chiropractors in the course of their practice.

The board has committed itself to raising domestic violence awareness among chiropractors 
and encouraging reporting of suspected cases they may become aware of in the course of 
their practice. They developed and distributed a pamphlet to chiropractors which discusses 
domestic violence and provides points o f contact for further information and voluntary 
reporting of suspected domestic violence and child abuse.

Determine the extent to which the operations o f  the board 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 national licensing examination administered by the National Board of Chiropractic 
Examiners has in recent years adopted what is termed a “practical” section. Since the national 
examination now has such a section, the state board has determined it can reasonably rely on 
this examination when considering applicants for licensure. Accordingly, if individuals 
licensed in other states pass this examination as part o f that jurisdiction’s licensing 
requirements, the board wants to develop regulations to allow it to license such individuals 
by credential.

Due to past legislative actions, the board’s current authority to adopt regulations permitting 
licensure by credentials is uncertain. As discussed in Recommendation No. 1, we suggest the 
legislature clarify the board’s authority in this area by reestablishing the board’s authority to 
license by credentials.

ALASKA STATE LEGISLATURE
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Determine the extent to which the hoard has recommended statutory changes that are 
generally o f  benefit to the public interest.

In recent years the board has supported the legislation concerning temporary and locum 
tenens permits to practice. The board has supported legislation that has served to clarify fhe 
statutes related to licensing by credential. In our view, these statutory changes have been in 
the best interest of the profession, and in the public’s interest.

Determine the extent to which the board', commission or agency has encouraged interested 
persons to report to it concerning the effect o f  its regulations and decisions on the 
effectiveness o f  services, economy o f  service, and availability o f  services that it has 
provided.

The location, date, and time of upcoming meetings and exams were advertised in Alaskan 
newspapers, as well as on the board’s web page. Adequate time has been provided at public 
meetings for individuals to attend and testify or to submit written comment for review. The 
board’s meeting agenda sets aside suitable time for public comment. Minutes from the 
meetings o f the board reflect public participation at various meetings.

Determine the extent to which the board has encouraged public participation in the 
making o f  its regulations and decisions._______________________________________________

Public notices o f proposed regulations are published in major newspapers. As noted above, 
meetings were adequately advertised, and time was set aside for public testimony.

Determine the efficiency with which public inquiries or complaints regarding the activities 
o f  the board, commission, or agency filed  with it, with the department to which a board or 
commission is administratively assigned, or with the Office o f  the Ombudsman have been 
processed and resolved.

For the period between July 1, 1998 and June 30, 2001 (FY 99 -  FY 01), the Division of 
Occupational Licensing opened 45 cases related to chiropractors. The cases can be 
summarized as follows:

1. Malpractice, incompetence, unlicensed practice, or advertisement o f services beyond the 
scope of chiropractic practice. Nineteen of the cases involved allegations of malpractice, 
incompetence, or licensees providing services beyond the scope of chiropractic practice. 
All ten of the complaints received from the public during the period under the review fall 
into this category. The other nine complaints were generated by either by the Division of 
Occupational Licensing staff or other license holders. None of the complaints to date have 
been found serious enough to warrant action against an individual’s license. The primary 
sanction utilized for complaints found to be valid has been a letter o f warning. At the time 
of Fieldwork in August 2001, the status o f the complaints and cases were as follows:

ALASKA STATE LEGISLATURE
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Source of complaint Total

Complaint Valid
Warning Letter 

Sent

Invalid
No

Action Case open
Public 10 3 3 4
License Holders 5 4 1 -0-
Occupation Licensing Staff 4 3 -0- 1

2. Untimely renewal of licenses. Eighteen of the opened cases involved situations where the 
Division o f Occupational Licensing formally followed up on chiropractors who did not 
renew their licenses on a timely basis. The Division wanted assurance that all individuals 
holding themselves out to the public as chiropractors were licensed appropriately. The 
division brought all of the chiropractors into compliance either by prompting them to 
obtain a license or by confirming that the license holder no longer practiced in the state.

3. Insurance settlements. When insurance companies pay out large malpractice settlements 
on chiropractors, they notify the Division of Occupational Licensing. The insurance 
companies notify the division so the agency can conduct an investigation into the full 
scope of the insured professional’s practice.

While such settlements may not be related to the general competency of a given 
practitioner, they may be a key indicator of a chiropractor who is acting in an unethical, 
improper, or dangerous manner. During our scope period, four such cases were reported. 
The cases involved settlements ranging from $5,000 to $110,000. A division investigation 
o f the chiropractor with the largest settlement payment found no violation. The other 
three cases were open as of August 2001 pending further investigation.

4. Background Checks at Licensure. Two of the cases were opened on individuals where 
criminal background checks conducted at the time of initial licensure indicated the 
applicants did not disclose previous criminal activity when seeking licensure as 
chiropractors.

5. License Actions. Two cases were opened on individuals where action was taken on their 
licenses for activities beyond strict chiropractic practice. The first individual had signed a 
Memorandum of Agreement (MOA) regarding his abuse of alcohol, since it had an 
adverse impact on his practice. When he was arrested and pleaded nolo contendre to the 
charge of driving while intoxicated, he was in violation of the MOA, v/hich resulted in 
the board suspending his license to practice. After the local district attorney declined 
prosecution of an individual whose license had been suspended when he faced possible 
prosecution on sexual misconduct charges, he sought reinstatement. The board sustained 
its earlier suspension and the individual did not pursue a formal hearing.

We have reviewed the nature and extent of complaints filed involving licensed chiropractors.
In our view, the Division of Occupational Licensing, in conjunction with the board, took
appropriate investigative actions, prioritized complaints in a reasonable manner, and
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proceeded in a manner consistent with the potential threat the complaints posed to the public 
welfare.

Determine the extent to which the board regulates entry into an occupation or profession 
and whether it has presented qualified applicants to serve the public.

New Licenses Issued 
(Exclusive of Renewals)

FY 99 FY 00 FY01
Issued to 

Date
License 14 10 9 205
Temporary permit 2 1 2 6
Locum Tenens permit — — -0- -0-

The board has some of the most stringent licensing requirements o f any state. These 
requirements ensure that only those candidates who meet these specific requirements are 
licensed as chiropractors.

The board has started to issue temporary and locum tenens permits. These permits are valid 
for limited practice (sixty days) and are issued to professionals who are awaiting their 
licensure or are licensed in another state.

Continuing education requirements for renewal of a chiropractic examiner license appear to 
be sufficient when compared to other licensing jurisdictions. These requirements are 
reviewed by the Division of Occupational Licensing to ensure licensees met regulatory 
requirements intended to promote continued competence.

Determine the extent to which state personnel practices, including affirmative action 
requirements, have been complied with by the board to its own activities and the area o f  
activity or interest.

We did not find any evidence that the board was not complying with the state personnel 
practices, including affirmative action in qualifying applicants. In no instance has the board 
denied an applicant a license based on personal attributes.

Determine the extent to which statutory, regulatory, budgeting or other changes are 
necessary to enable the board to better serve the interest o f  the public and  to comply with 
the factors enumerated in this subsection.

As discussed in Recommendation No. 1, the legislature should consider specifically 
reestablishing the board’s authority to license applicants by credential.
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R E C E IV E D

OCT 4 - 2001 
LEGISLATIVE AUDIT

Mr. Jim Griffin, Audit Manager
Alaska State Legislature
Legislative Budget and Audit Committee
Division of Legislative Audit
P. 0 . Box 113300
Juneau, AK 99811-3300

RE: Management Letter No. 1
Division of Occupational Licensing 
Board o f Chiropractic Examiners

Dear Mr. Griffin:

Thank you for providing me with an opportunity to comment on your letter o f  the 13th ultimo.

Your letter reflects accuracy, sensitivity, fairness and balance; and I, therefore, see no need for 
change. It is indeed an honor to work with you and other members o f your division. Thank you.

Sincerely yours,

IRELAND CLINIC OF CHIROPRACTIC, LLC.

C.A., F.P.C.W., F.P.A.C., F.I.C.C.Trevor V. Ireland, D.C,
President
Member, Board of Trustees, Palmer Chiropractic University System 
President, Alaska Board o f Chiropractic Examiners

Tl.lmg
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Tony Knowles, Governor

I  Department of Community and Economic Development
Division of Occupational Licensing
P.O. Box 110806, Juneau, AK 99811-0806
Telephone: (907) 465-2534 • Fax: (907) 465-2974 • Text Telephone: (90’ ) 465-5437 
Email: license@dced.state.ak.us • Website: www.dced.state.ak.us/occ/

R E C E IV E D

NOV 2 8 200I 
LEGISLATIVE AUDIT

N o v e m b e r  2 7 , 2001

P a t D a v id s o n , L e g is la t iv e  A u d ito r  
L e g is la t iv e  B u d g e t a n d  A u d it  C o m m itte e  
D iv is io n  o f  L e g is la t iv e  A u d it 
P O  B o x  1 1 3 3 0 0  
Ju n e a u , A K  998 1 1

D e a r  M s. D a v id s o n :

T h a n k  y o u  fo r  th e  o p p o r tu n ity  to  c o m m e n t o n  th e  B o a rd  o f  C h iro p ra c tic  E x a m in e rs  p re lim in a ry  
au d it.

T h e  d iv is io n  a g re e s  th a t  th e  b o a rd  is o p e ra tin g  in  a n  e ff ic ie n t a n d  e f fe c tiv e  m a n n e r  a n d  sh o u ld  
co n tin u e .

Recommendation No. 1
T h e  le g is la tu re  sh o u ld  c o n s id e r  le g is la tio n  c la r ify in g  th e  B o a rd  o f  C h iro p ra c tic  E x a m in e r s ’ 
a u th o r i ty  to  l ic e n s e  b v  c re d e n tia l.

T h e  b o a rd  h a s  a s k e d  th e  d iv is io n  to  is su e  p u b lic  n o tic e  o f  p ro p o se d  r e g u la t io n s  e s ta b l is h in g  th e  
m a n n e r  b y  w h ic h  c h iro p ra c to rs  lic e n se d  in  o th e r  s ta te s  co u ld  b e c o m e  l ic e n s e d  in  A la s k a . I f  th e  
b o a r d ’s  le g a l a u th o r i ty  to  a d o p t re g u la tio n s  fo r  l ic e n s u re  b y  c re d e n tia ls  is  u n c le a r ,  th e n  the  
d iv is io n  s u p p o r ts  a m e n d in g  th e  s ta tu te .

S in ce re ly ,

"Promoting a healthy economy and strong communities"

mailto:license@dced.state.ak.us
http://www.dced.state.ak.us/occ/
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Alaska State Legislature
S E N A T O R S E S S IO N  A D D R E S S

G E N E  T H E R R IA U L T S ta te  C a p ito l
C h a ir J u n e a u ,  A la s k a  9980 1 -1 1 8 2

(9 0 7 )  4 6 5 -4 7 9 7
Fax: (9 0 7 ) 4 6 5 -3 8 8 4

Legislative Budget and Audit Committee

Senate Bill 244 “An Act extending the termination date of the
Board of Examiners in Optom etry.”

Sponsor: Senate Rules Committee by Request of the
Legislative Budget and Audit Committee

Sponsor Statem ent

Alaska Statute 03.72.010 established the State Board of Examiners in Optometry in 1949 
to regulate and control the /ractice of optometry in Alaska. The Board is charged with 
protecting and promoting the public’s health, welfare, and safety by ensuring the 
professionals it licenses have met and adhered to the requirements of licensure. The 
Board currently oversees 110 licensed optometrists.

The Board consists of five members appointed by the governor and are subject to 
legislative confirmation. Four board members shall be licensed, practicing optometrists 
who have been residents for at least three years. Statute requires one board member to be 
a member o f the genera! public.

The Board regulates the practice of optometry in the state by setting education, training, 
and work experience standards necessary for an individual to be licensed. Such standards 
provide reasonable assurance that persons licensed as optometrists are qualified.

Under AS 08.03.010, Termination of State Boards and Commissions, the State Board of 
Fxaminers in Optometry is set to expire June 30, 2002. If the Legislature does not act to 
extend the Board, it will have one year, until June 30, 2003, to administratively conclude 
its affairs. Senate Bill 244 will extend the Board for another four years and make 
changes to its licensure requirements.

Contact: H eather Brakes, Legislative Budget and A udit C om m ittee Aide

I N T E R I M  A D D R E S S
119 N . C u s h m a n  S u ite  101, F a irb a n k s , A la s k a  9 9 7 0 1  •  (9 0 7 )  4 8 8 -0 8 5 7  •  F ax : (907 ) 488 -4271



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 01/30/2002 8:39 a.m.
Title A n  A c t ex tend ing  the  te rm ina tion  date o f the
Board of Examiners in Optometry

Fiscal Note Number: 1________

Bill Version: SB 244
(S) Publish Date: 2/8/02

Dept. Affected: DCED
‘ BRU: Occupational Licensing (117)

Sponsor
Requester

Rules by Request
Component Occupational Licensing

Senate Labor & Commerce

Expenditures/Revenues

Component No. 

(Thousands o f D o l la r )

2360

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

8.4 8.4 8.4 8.4 8.4
7.6 7.6 7.6 7.6 7.6
1.7 1.7 1.7 1.7 1.7
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 17.7 17.7 17.7 17.7 17.7 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | 17.7 17.7 17.7 17.7 | 17.7 |

FUND SOURCE_____________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other 1156-Receipt SupportedServices 17.7 17.7 17.7 17.7 17.7

TOTAL 17.7 17.7 17.7 17.7 17.7 0.0

Estimate o f any cu rre n t year (FY2002) cost: 0.0
Check th is  box (X) i f  fun d in g  fo r  th is  b ill is  inc luded  in the G overnor’s FY 2003 budget p roposa l: I X 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pacje i f  necessary)
T he  bill ex tends the  Board o f E xam iners in O ptom tery to June 30, 2006. In acco rdance  w ith  A S  08.03.020, 
funding is extended  one yea r fo llow ing the  te rm ination  date a llow ing the  board to  conc lude  its a ffa i s. The 
in fo rm ation  above  iden tifies  d irect expend itu re  and revenue in fo rm ation  inc luded  in the  FY 2003  O perating 
Budget request. The b ill a lso am ends app lica tion  fo r exam ination  requ irem en ts ; w ritten  exam  content; 
and licensure  by c reden tia ls . N ew  funds are no t requ ired to im p lem en t these  changes.

Prepared by: Jennifer Strickler, Administrative Manager____________________  Phone (907)465-2144______
Division Occupational Licensing_______________________________________Date/Time 01/30/2002 8:30 a.m.

Approved by: Deborah B. Sedwick, Commissioner_________________________  Date 1/30/2002______
Agency Department of Community & Economic Development__________

(Revisod 9/2001 OMB)
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Sectional A nalysis

CS SB 244 (RLS)
"An Act Extending the termination date o f the Board of Examiners in Optometry; and 
relating to optometrists. ”

Section 1. This section extends the Board to June 30, 2006, the standard four-year 
extension as recommended by the audit report released on December 5, 2001 by the 
Division of Legislative Audit.

Section 2. This section is intended to allow the division to keep a photo of licensed 
applicants on file for verification of identity. However, it does not allow the board to 
view photographs of applicants while considering licensure. It is currently the practice of 
the division to keep photos of some professions on file, although because no statutory 
authority exists for the request and retention of the photo, it will continue to be a subject 
of future audits.

Section 3. This section implements Recommendation No. 4 of the audit report. It 
eliminates the reference to the state exam, and gives the board authority to administer an 
Alaska jurisprudence examination.

Section 4. This section addresses Recommendation No. 2 of the audit report 
implementing full licensure by credentials by repealing AS 08.72.170 and reenacting it 
with requirements such as acceptable education, current licensure, active clinical practice, 
and no pending disciplinary actions.

Section 5 . This amendment implements Recommendation No. 3 of the audit report 
reducing the number of continuing education hours required by an applicant for license 
renewal to bring it into compliance with current licensing cycles and requirements under 
regulation. The statute was written when the board was on a four-year renewal cycle; it 
has since gone to a two-year cycle.

Section 6. This section helps to implement the new licensure by credentials by 
acknowledging it in the fee structure.

2/21/2002
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SUNSET REVIEW
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08 - 20011-01

Division of Legislative Audit
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE

DIVISION OF LEGISLATIVE AUDIT

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

The comnuttee is responsible for providing the 
legislature with audits of state government agencies. 
The programs and activities of state government 
now cost more than $6 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 as mandated by Alaska 
Statutes or 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, Anchorage, or our web site 
http://www.legis.state.ak.us/legaud/web/default.htm.

BUDGET AND AUDIT COMMITTEE

S e n a to r  G ene T h e r r ia u lt ,  C h a ir  
S e n a to r  D ave D onley 
S e n a to r  L y m an  I lo fim a n  
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S e n a to r  J e r r y  W a rd  
S e n a to r  G a ry  W ilken  (a lte rn a te )

R e p re se n ta tiv e  H u g h  F a te , V ice C h a ir  
R e p re se n ta tiv e  J o h n  H a r r is  
R e p re se n ta tiv e  R eggie Jo u le  
R e p re se n ta tiv e  K en L a n c a s te r  
R e p re se n ta tiv e  E ld o n  M u ld e r  
R e p re se n ta tiv e  Bill W illiam s (a lte rn a te )  
R e p re se n ta tiv e  J o h n  D avies (a lte rn a te )

DIVISION OF LEGISLATIVE AUDIT

P a t D av idson , CPA  
L eg isla tive  A u d ito r

P .O . Box 113300 
J u n e a u , A K  99811-3300

(907)465-3830, J u n e a u  
(907)561-1445, A n ch o rag e  
(907)465-2347, J u n e a u  Fax 
(907)561-1452 A n ch o rag e  F ax
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE 
Division of Legislative Audit

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

(907)465-3830

October 1,2001

FAX (907) 465-2347 
Internet e-mail address: 

legaudit@legis.state.ak.us

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.

This audit was conducted as required by AS 44.66.050 and under the authority of 
AS 24.20.271(1). Alaska Statute 44.66.050(c) lists criteria to be used to assess the demonstrated 
public need for a given board, commission, agency, or program subject to the sunset review 
process. Currently under AS 03.03.010(c)(14), the Board of Examiners in Optometry is 
scheduled to terminate on June 30, 2002. The board would be allowed one year in which to 
conclude its administrative operations.

In our opinion, the termination date for the Board of Examiners in Optometry should be 
extended. The iegulation and licensure of optometrists contributes to the protection of the 
public welfare. We recommend the legislature extend the termination date of the Board of 
Examiners in Optometry to June 30,2006.

This 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 of this report.

DEPARTMENT OF COMMUNITY 
AND ECONOMIC DEVELOPMENT 

BOARD OF EXAMINERS IN OPTOMETRY 
SUNSET REVIEW

September 12, 2001

Audit Control Number

08-20011-01

Pat DavTcTson, CPA 
Legislative Auditor

mailto:legaudit@legis.state.ak.us
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O B JE C T IV E S . SCOPE. AND M E T H O PO L O G V

In accordance with the intent o f Title 24 and 44 of the Alaska Statutes (sunset legislation), we 
have reviewed the activities of the Board of Examiners in Optometry. Under 
AS 44.66.050(a), the legislative committee of reference is to consider this report during the 
legislative oversight process to determine whether the board should be reestablished. 
Currently, AS 08.03.010(c)(14) requires the board to terminate on June 30, 2002. If  the 
legislature takes no action to extend the termination date, the board will have one year from 
that date to conclude its operations.

Objectives

There are three central, interrelated, objectives of our report. They are:

1. To determine if the termination date of the board should be extended.

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

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

The assessment of the operations and performance of the board was based on criteria set out 
in AS 44.66.050(c). Criteria set out in this statute relate to the determination of a 
demonstrated public need for the board.

Scope and Methodology

Under the direction and supervision of the Division of Legislative Audit, another auditor 
conducted the majority o f this review. We followed professional standards to determine that 
the other auditor was independent and that their work was competent and sufficient.

Our audit reviewed the operations and activities of the Board of Examiners in Optometry for 
the period of FY 99 through FY 01.

During the course o f our examination, we reviewed and evaluated the following:

1. Compliance with statutes and regulations related to the licensing of optometrists. Our 
evaluation addressed consideration of applications, testing of candidates, and continuing 
education necessary for an individual to maintain his/her optometry license in good 
standing.

2. Minutes of meetings o f the Board of Examiners in Optometry.

3. Annual reports issued by the board.

4. Complaints filed with the Division of Occupational Licensing.

We also conducted interviews with employees of the Department of Community and 
Economic Development, Division of Occupational Licensing.

-1 -
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O RGANIZATION AND FUNCTIQTsJ

The Board o f Examiners in Optometry was established under the provisions o f Title 8, 
Chapter 72 o f the Alaska Statutes. The board consists of five members appointed by the 
Governor and subject to legislative confirmation. Four board members must be licensed, 
practicing optometrists who have been residents in the State for at least three years. The 
statute also requires one member of the general public to sit on the board.

The board regulates the practice of optometry 
in the state by setting education, training, and 
work experience standards necessary for an 
individual to be licensed as an optometrist.

Alaska Statute (AS 08.72) defines the practice 
of optometry as the examination, diagnosis, 
and treatment o f conditions of the human eyes 
and visual system, other than by use of laser, 
x-rays, surgery, or pharmaceutical agents.1

The board's duties and responsibilities under statute include:

1. Holding a minimum of one meeting per year.

2. Examining and issuing licenses to qualified applicants.

3. Holding hearings in order to impose disciplinary sanctions on persons who violate 
optometry licensing statutes and/or regulations.

4. Adopting regulations necessary to enforce the statutes relating to the Board.

5. Adopting a code of ethical practice for optometry.

Applicants must be a high school graduate or equivalent in addition to having graduated from 
a recognized college or school o f optometry. Additionally, all applicants must pass all parts 
of the National Board of Examiners in Optometry (NBEO) examination, the Treatment and 
Management of Ocular Disease (TMOD) examination and all sections of the state board 
examination (written, practical and oral). Licensed optometrists are required to obtain various 
amounts of continuing education every year depending on the endorsements to their license.

To become licensed in Alaska, optometrists licensed in other ctates must provide the board 
with official documentation verifying Alaskan optometry educational requirements have been 
met. They must also apply for and pass all parts of the state optometry examination, pay all 
examination and application fees, and fulfill all other licensing requirements. Optometrists 
must submit completed applications and pay all the requirer fees to the Division of 
Occupational Licensing biennially.

1 O ptom etrists practicing in the S tate o f  A laska may apply  for one o f  tw o types o f  endorsem ents. O ne type perm its 
optom etrists to adm inister topical pharm aceutical agents (D PA  E ndorsem ent) and the o ther perm its op tom etrists to 
adm inister and prescribe pharm aceutical agents (TPA  E ndorsem ent.) C urrently  there is not an endorsem ent w hereby 
an optom etrist m ay use o r prescribe internal pharm aceutical agents e ith er by oral o r injection; how ever, the B oard  
has drafted legislation which is before the A laska S tate  L egislature w hich will allow  them  to use and p rescribe  e ither 
oral o r injectable pharm aceutical agents.
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A haron S ternberg , O ptom etrist, C hairm an 

E rik  C hristianson, O ptom etrist, Secretary 

John C obbett, O ptom etrist 

W illiam  Faulkner, O ptom etrist 

Thom as C arter, P ublic M em ber



The board grants license endorsements for optometrists to prescribe and use pharmaceutical 
agents. The board also grants endorsements for practitioners to only use pharmaceutical 
agents. Currently, all applicants graduating from optometry schools automatically qualify for 
pharmaceutical prescription and use license endorsement, after meeting all other licensing 
requirements.

Department o f Community and Economic Development. Division of Occupational Licensing

The Department of Community and Economic Development, Division of Occupational 
Licensing provides administrative and investigative assistance to the Board of Examiners in 
Optometry. Administrative assistance includes budgetary services, functions such as 
collecting fees, maintaining files, receiving and issuing application forms, and publishing 
notices o f examinations and meetings.

Alaska Statute 08.01.065 mandates the Department of Community and Economic 
Development, with the concurrence of the board, adopt regulations to establish the amount 
and manner o f payment of application fees, examination fees, license fees, registration fees, 
permit fees, investigation fees, and all other fees as appropriate for the occupations covered 
by the statute.

Alaska Statute 08.01.087 empowers the Division of Occupational Licensing with the 
authority to act on its own initiative or in response to a complaint. The division may:

1. Conduct an investigation if  it appears a person engaged or is about to engage in a 
prohibited professional practice.

2. Bring an action in Superior Court to enjoin the act.

3. Examine the books and records of an individual.

4. Issue subpoenas for the attendance of witnesses and records.

ALASKA STATE LEGISLATURE
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REPORT CONCLUSIONS

In our opinion, the termination date for the Board of Examiners in Optometry should be 
extended. The regulation and licensing of qualified optometrists is necessary to protect the 
public's health, safety, and welfare. The board assists in providing this public benefit by 
establishing minimum educational and work experience standards for licensure. Such 
standards provide reasonable assurance that persons licensed as optometrists are qualified. 
Standards o f practice are enforced through the active investigation of complaints and 
revocation or suspension of licenses when appropriate.

The Board o f Examiners in Optometry has been found to satisfy a public purpose and has 
demonstrated its ability to conduct its business in a satisfactory manner. The board carries out 
its regulatory oversight function in a professional, competent, and efficient manner.

Alaska Statute 08.03.010(c)(14) requires the State Board of Examiners o f Optometry be 
terminated on June 30, 2002. Under AS 08.03.020, the board has a one-year period to 
administratively conclude its operations. Based upon our review of the board’s performance, 
we recommend the legislature extend the board’s termination date to June 30, 2006.

ALASKA STATE LEGISLATURE
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FIN D IN G S AND RECO M M EN D A TIO N S

The Division o f Occupational Licensing should rescind the licensing application requirement 
that is unreasonable.

In the prior sunset audit o f the Board of Examiners in Optometry (Department o f Commerce 
and Economic Development Board of Examiners in Optometry 08-1436-96), we identified 
two application requirements that were unreasonable. These requirements were (1) a 3”x3” 
photograph o f the applicant, and (2) submission o f official transcripts from all colleges and 
universities that the applicant attended prior to graduating from an accredited school of 
optometry.

The Division of Occupational Licensing has dropped the requirement for the extraneous 
official transcripts from colleges and universities other than from the accredited school of 
optometry. However, the photograph is still required to accompany the application. It is our 
understanding the photo requirement grew out o f a concern regarding examination security 
and verifying the identity of the applicants at the test site.

Identification with an individual’s photograph such as a driver’s license, passport, or state 
identification is currently required by examination candidates when entering the examination 
site, and should be sufficient to maintain examination security.

We continue to believe the application photograph is unnecessary and recommend the 
Division of Occupational Licensing eliminate that requirement from the application.

Recom m endation No. 1

Recommendation No. 2

The Board of Examiners in Optometry should develop statutory amendments for legislative 
consideration which will allow the board to license optometrists bv credentials.

Issuing a license based on past performance and licensure in another jurisdiction, in place of 
licensure by examination, is termed licensure by credentials. The standards adopted by the 
board for licensure to practice optometry in the State of Alaska are equivalent to standards in 
the majority of states and territories of the United States and virtually identical to standards 
of the National Board of Examiners in Optometry (NBEO).

Currently under AS 08.72.170(a), the board may waive the written portion o f the state 
examination for an individual who holds a current license (received by examination in 
another stale or Canadian province), has been practicing for at least three years in good 
standing, and otherwise meets the educational requirements for licensure in Alaska. 
However, under AS 08.72.170(b) the board is prohibited from waiving the practical 
examination requirement. As a result, the state does not have full licensure by credential. In 
our view, this provides an unreasonable impediment to entry into the profession.

We recommend the board develop proposed specific statutory language related to allowing 
full licensure by credentials. As is done elsewhere in statute, we suggest a provision 
permitting licensing by credentials in instances where the applicant can provide satisfactory 
documentation that they are licensed in another jurisdiction where requirements and 
standards are essentially equivalent to those of Alaska. In our view, developing a proposed 
statutory amendment for consideration by the legislature would not negatively impact the
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public’s protection, and would allow less restrictive entry into the optometrist profession in 
the state.

Recommendation No. 3

The Legislature should consider amending optometry licensing statutes related to continuing 
education requirements for optometrists licensed in Alaska.

Alaska Statute 08.72.181(d), which relates to license renewal, states that:

Before a license may be renewed the licensee shall submit to the board 
evidence o f 48 hours o f  postgraduate continuing education instruction as 
prescribed by regulations o f the board. The board may specify by 
regulation those circumstances under which the requirements o f this 
subsection may be waived, [emphasis added]

The board adopted regulation 12AAC48.210(a) requires the following:

An applicant fo r  renewal o f an optometry license is required to document an 
average o f 12 contact hours fo r  continuing education credit that meets the 
requirements o f 12AAC48.200, fo r  each complete calendar year that the 
applicant has been licensed in the concluding licensing period, [emphasis 
added]

As is apparent, state law requires optometrists renewing their license to obtain 48 hours of 
continuing education, wh;ie the regulations only require 24 hours for each standard two year 
licensing period. From our discussions with the Division of Occupational Licensing staff, the 
statute was developed based on a previous four-year licensing cycle rather than the current 
two year-cycle. Accordingly, when the legislature considers extending the termination date of 
the board, it may want to consider amending this statute to come into agreement with current 
regulation and practice.

Recommendation No. 4

The Board of Examiners in Optometry should revise regulation 12AAC48.015 to require the 
National Board of Examiners in Optometry fNBEO) examination and a State jurisprudence 
examination, eliminating the practical portion of the State examination.

State regulation (12 A AC 48.015) requires that applicants for licensure as an optometrist in 
the State of Alaska pass both the NBEO and the State examinations. The nationwide NBEO 
examination consists of four parts: 1) Basic Science, 2) Clinical Science, 3) Clinical Skills 
and 4) Treatment and Management of Ocular Diseases.

The State examination consists of eight parts: 1) Biomicroscopy, 2) Goldmann Applanation 
Tonometry, 3) Gonioscopy, 4) Contact Lenses and Spectacles, 5) Patient Examination, 6) 
Visual Fields, 7) Binocular Indirect Opthalmoscopy and 8) Written Examination on Alaska 
Optometry Statutes and Regulations.

A current licensee wrote to the board in May 1999 staging that he believed the NBEO clinical 
skills examination was comparable to the State of Alaska’s practical examination, and could 
be used in lieu of it. He noted that many state licensing boards accept the clinical skills 
portion of the NBEO examination in lieu o f a separate state test.

- 8 -
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From our review of the requirements of the NBEO examination compared with the state 
examination, it appears the NBEO examination mirrors the state examination with the 
exception o f Part 6 (Visual Fields) and Part 8 (Written Examination on Alaska Optometry 
Statutes and Regulations).

Also, from research performed through the National Board of Examiners in Optometry 
(http://www.optometrv.org). it was noted that the majority of states and licensing boards have 
decided to utilize the NBEO testing process and provide licenses based on certified scores 
received from that national organization.

From our review of all the US licensing jurisdictions utilizing the NBEO testing process in 
whole or part, 37 of them (70%) have dropped the requirement of a state optometry 
examination and are accepting the NBEO examination. Of those 37 jurisdictions, 14 are 
requiring only the NBEO examination with no further state examination and 23 are requiring 
a state jurisprudence examination.

We recommend the Board of Examiners in Optometry revise regulation 12AAC 48.015 
requiring only the NBEO examination along with the State jurisprudence examination. This 
would remove redundancies in testing that currently require optometrists to pass two exams 
that are virtually identical.

ALASKA STATE LEGISLATURE
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A NALYSIS o f  p u b l ic  n e e d

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

Determine the extent to which the board, commission, or agency has operated in the public 
interest.

The board has kept to a reasonable meeting schedule, has consistently considered ways to 
make the licensing process more efficient, and has continued licensing qualified applicants 
through the use o f a valid and relevant examination process.

Determine the extent to which the operations o f  the board 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.

As discussed in Recommendation No. 2, the board has not been able to establish a process 
whereby individuals can be licensed solely by credentials. Such constraints serve to unduly 
restrict access into the profession.

The board has also been impeded in the licensing of qualified optometrists by the 
requirement to administer a state practical exam. The state practical exam is similar to the 
exam offered by the National Board of Examiners in Optometry. For further discussion see 
Recommendation No. 4.

Determine the extent to which the board has recommended statutory changes that are 
generally o f  benefit to the public interest.

The board has recommended statutory changes which would permit licensure by credential, 
licensure by endorsement, and substituting the use of recognized national examinations with 
an appropriate national board equivalent.

Determine the extent to which the board, commission or agency has encouraged interested 
persons to report to it concerning the effect o f  its regulations and decisions on the 
effectiveness o f  services, economy o f  service, and availability o f  services that it has 
provided.

The location, date, and time of upcoming meetings and exams were advertised in Alaskan 
newspapers, as well as on the board’s web page, with adequate time for interested individuals 
to attend or to submit written comment for review. The board’s meeting agenda sets aside 
suitable time for public comment. Board minutes reflect public participation at various 
meetings.
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Determine the extent to which the board has encouraged public participation in the 
making o f  its regulations and decisions.

Public notice was given for all proposed regulations in major Alaskan newspapers. The board 
meeting minutes document that unlimited time was allotted for the scheduled public 
comment period. All proposed regulation changes are submitted to the public participation 
process.

Determine the efficiency with which public inquiries or complaints regarding the activities 
o f  the board, commission, or agency filed  with it, with the department to which a board or 
commission is administratively assigned, or with the Office o f  the Ombudsman have been 
processed and resolved.

For the period between July 1, 1998 and June 30, 2001 (FY 99 -  FY 01) the Division of 
Occupational Licensing opened six cases involving optometrists. The complaints involved:

1. Practice without a license. Two of the complaints were made by optometrists 
regarding the activities and alleged practice of optometry without a license carried out 
by representatives of Lasik Vision USA. The division sent out warning letters to the 
company, stating that any optometric work carried out in the future in conjunction 
with their commercial activities would have to be performed by individuals licensed 
in Alaska.

2. Inadequate supervision. In a shop visit conducted by the Division of Occupational 
Licensing investigators, unlicensed individuals were conducting or assisting in 
examinations without the appropriate supervision. The optometrist involved entered 
into a memorandum of agreement with the board and paid a fine.

3. Inappropriate and improper practice. Three complaints were received regarding the 
inappropriate practice or malpractice of optometry. In one instance no violation was 
found, the other two were pending further investigation as of August 2001.

We have reviewed the nature and extent of complaints filed involving examiners in 
optometry. In our view, the Division of Occupational Licensing, in conjunction with the 
board, took appropriate investigative actions, prioritized complaints in a reasonable manner, 
and proceeded in a manner consistent with the potential threat the complaints posed to the 
public welfare.

Determine the extent to which the board regulates entry into an occupation or profession 
and whether it has presented qualified applicants to serve the public.

New Licenses Issued 
(Exclusive o f  Renewals) FY 99 FY 00 FY 01 Total

Issued to 
Date

Optometrists with 
No Endorsement 1 0 0 1 5
Optometrists with 
Therapeutic Endorsement 9 2 0 11 95
Optometrists with Diagnostic 
Endorsement 1 0 2 3 5

- 1 2 -
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The Board o f Examiners in Optometry has adequate procedures and policies in place 
regarding the examination process. Applicants for the practice of optometry in Alaska must 
take all parts o f the written and practical examination administered by the NBEO. Board 
members administer, proctor and grade the state examination while national examinations are 
graded and proctored by separate organizations. We noted that there are some redundancies 
with the state practical examination and the practical examination administered by the 
NBEO. See Recommendation No. 4 for further discussion.

Determine the extent to which state personnel practices, including affirmative action 
requirements, have been complied with by the board to its own activities and the area o f  
activity or interest.

We did not find any evidence that the board was not complying with the state personnel 
practices, including affirmative action in qualifying applicants. In no instances has the board 
denied an applicant a license based on personal attributes.

Determine the extent to which statutory, regulatory, budgeting or other changes are 
necessary to enable the board to better serve the interest o f  the public and to comply with 
the factors enumerated in this subsection.

There are four changes involving statutes, regulations or procedures that are necessary so the 
board can better operate in the public interest.

1. Eliminate the unnecessary element currently required in the licensing application. 
(See Recommendation No. 1.)

2. Develop statutes and regulations that provide for licensure by credentials. (See 
Recommendation No. 2.)

3. Eliminate the conflict between the board’s statutes and regulations related to 
continuing education. (See Recommendation No. 3)

4. Revise regulations related to the practical portion of the state examination. (See 
Recommendation No. 4.)

ALASKA STATE LEGISLATURE
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Email: license@dced.state.ak.us • Website: www.dced.state.ak.us/occ/
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NOV 2 e 2001 
LEGISLATIVE AUDIT

November 27, 2001

Pat Davidson, Legislative Auditor 
Legislative Budget and Audit Comnr'iee 
Division of Legislative Audit 
PO Box 113300 
Juneau, AK 99811

Dear Ms. Davidson:

Thank you for the opportunity to comment on the Board of Examiners in Optometry preliminary 
audit.

The division agrees that the board is operating in an efficient and effective manner and should 
continue. The board will meet November 30 and will have an opportunity to comment on the 
preliminary audit recommendations. The following are department comments.

Recommendation No. 1
The Division of Occupational Licensing should rescind licensing application requirements that 
are unreasonable and have no basis in occupational licensing statutes or regulations.

The preliminary audit recommends elimination of the requirement that an applicant photograph 
be included in the application for licensure. The division will ask the board to review the need 
for the photograph during its meeting later this week. In Alaska and in other states individuals 
have assumed the identities of other professionals and attempted to obtain licensure. Photographs 
are useful in determining which individual submitted an application.

Recommendation No. 2
The Board of Examiners in Optometry should develop statutory amendments for legislative 
consideration which will allow the board to license optometrists by credentials.

The board sent a letter to its licensees on September 12,2001 identifying licensure by credentials 
as a board goal. The letter stated that the board was soliciting input on statutory language from 
the American Optometric Association and the Alaska Optometric Physicians Association.

"Promoting a healthy economy and strong communities"

mailto:license@dced.state.ak.us
http://www.dced.state.ak.us/occ/


Recommendation No. 3
The Alaska State Legislature should consider amending optometry licensing statutes related to 
continuing education requirements for optometrists licensed in the State of Alaska.

The division agrees that it would be helpful to amend this statute to conform to current regulation 
and practice.

Recommendation No. 4
The Board of Examiners in Optometry should revise regulation 12 AAC 48.015 to require the 
NBEO examination and a State jurisprudence examination, eliminating the practical portion of 
the State examination.

The division supports this recommendaiion. The board has asked the division to issue public 
notice of the proposal to revise the examination regulations. The board announced its desire to 
eliminate the practical exam in its September 12, 2001 letter to licensees.

Sinperely,

Catherine Reardon, director
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Journal Text H

01 - 22-2002 Senate Journal 2003
SB 252
SENATE BILL NO. 252 BY THE SENATE RULES COMMITTEE 
BY REQUEST OF THE GOVERNOR, entitled:

"An Act renaming the Alaska Human Resource 
Investment Council as the Alaska Workforce 
Investment Board and relating to its membership; 
repealing the termination date of the state training 
and employment program; relating to employment 
and training activities; and providing for an effective 
date."

was read the first time and referred to the Labor and Commerce and 
Finance Committees.

The following fiscal information was published today:
Fiscal Note No. 1, Department of Labor and Workforce 
Development

Fiscal Note No. 2, Department of Labor and Workforce 
Development

Fiscal Note No. 3, Department of Labor and Workforce 
Development

Governor's transmittal letter dated January 21:

Dear President Halford:

Training of our workforce is key to keeping the Alaska economy 
competitive in the future and making our state an attractive place for 
new business development. The State Training and Employment 
Program (STEP) has proven to be a valuable player in helping 
Alaskans find and retain jobs. The STEP is due to sunset on June 30.
This bill I transmit today continues and makes permanent the STEP 
and its vital work.
01-22-2002 Senate Journal 2001
Since 1989 the STEP has successfully served more than 10,000 
eligible Alaskans. The training and employment program is financed 
by employee contributions to the unemployment compensation fund 
and has actually reduced claims against the fund by bringing 
unemployed Alaskans back into the workforce.

The STEP is under the oversight of the Alaska Human Resource 
Investment Council, renamed the Alaska Workforce Investment Board 
under this bill. The STEP was first established as a pilci. program, but 
its success has led to its continued reauthorization through the years.
It supplements and compliments federal employment and training 
programs, providing services when many other programs cannot.

Renaming the oversight board the Alaska Workforce Investment 
Board clearly signifies the important role that body plays in guiding 
the development of our workforce. The name change also is in line 
with terminology under the federal Workforce Investment Act of 
1998. In addition, the bill removes the limitation on the number of 
times the board could meet in a year. It also proposes miscellaneous 
amendments to update the statutes regarding employment and training 
activities.

I urge your prompt and favorable action on this measure.

l o f  2 5 /8 /2 0 0 2  5:59 I’M
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Alaska’s Workforce Investm en t Boards
Alaska Human Resource Investm ent Council Anchorage/Mat-Su WIB Balance of S tate WIB

February 13,2002

The Honorable Lisa Murkowski
Chair, House Labor & Commerce Committee
Alaska House of Representatives
Capitol Building, Room 408
Juneau, AK 99801-1182

Dear Representative Murkowski:

As Chairs of Alaska’s two Local Workforce Investment Boards, we would like to strongly endorse 
passage House Bill 353, which has a provision to eliminate the sunset date for the State Training 
and Employment Program (STEP).

STEP was created in 1989 as a pilot project and because of its success has been re-authorized 
every two years by the Alaska Legislature.

The Local Workforce Investment Programs recognize STEP as a unique and flexible state funded 
program that supplements other training programs and offers Alaska workers the help they need to 
become or remain employed.

STEP reduces demand on the Unemployment Insurance Trust Fund by helping to reduce claims 
for future unemployment benefits. It fosters new jobs by encouraging businesses to locate in 
Alaska based on the availability of a skilled labor force and minimize unemployment insurance 
costs for employers. It increases training opportunities for workers severely affected by 
fluctuations in the economy or technological changes in the workplace. Further, Alaska 
Department of Labor and Workforce Development evaluation shows that STEP clients worked 
more, received less unemployment, and had gains in their wages.

The Local Workforce Investment Boards recognize the State Training and Employment Program’s 
unique contribution to the workforce of Alaska and encourage your consideration of HB 353.

Thank you.

Workforce Investment Board 
PO Box 25511 
Juneau, AK 99801

235 East 8th, First Floor 
Anchorage, AK 99501



FISCAL NOTE

2 0 0 2  L E G I S L A T I V E  S E S S IO N  Bill Version: SB 252
( S ) Publish Date: 1/22/02

STATE OF ALASKA Fiscal Note Number: __1______

Revision Date/Time (Note if correction):________________________ Department: Labor and W orkforce  Developm ent
Title: An A c t renam ing the AHRIC &_________________BRU: Em ploym ent S ecurity_____________

repealing the term ination date o f STEP Component: Em ploym ent Services
Sponsor: Rules Committee
Requester: G overnor Component Number: 2275

E x p e n d itu re s /R e v e n u e s __________________________________ (T h o u sa n d s  of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 217.5 217.5 217.5 217.5 217.5 217.5
T ravel 5.5 5.5 5.5 5.5 5.5 5.5
Contractual 31.5 31.5 31.5 31.5 31.5 31.5
Supplies 0.8 0.8 0.8 0.8 0.8 0.8
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 255.3 255.3 255.3 255.3 255.3 255.3

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( 1054 ) 255.3 255.3 255.3 255.3 255.3 255.3

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1054 State Employ & Training 255.3 255.3 255.3 255.3 255.3 255.3

TOTAL 255.3 255.3 255.3 255.3 255.3 255.3

Estim ate o f any cu rren t year (FY2002) cost: None

Check th is  box (X) if  fund ing  fo r th is  b ill is inc luded in the G overnor's FY 2003 budget proposa l: 
POSITIONS ______________________________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pa ge  if  necessary)

This bill w ou ld  renam e the A laska Hum an R esource  Investm en t C ouncil (A H R IC ) as the A laska W ork fo rce  Inve s lm en t Board 
(A W IB ) and repeal the term ination o r "sunse t" da te  o f the S ta te  Tra in ing  and E m ploym ent P rog ram  (STEP).

The above E xpenditures and pro jected R evenues a re  con ta ined in the  p roposed FY 2003 operating budget.

Prepared by: Ronald Hull, D irector_____________________________________  Phone: 465-5933
Division: Em ploym ent S ecurity D iv is ion   DatefTime: 11/15/01 10:19 AM

Approved by: Ed Flanagan, C om m issioner_____________________________________Date:_11/15/01__________
Agency: Departm ent o f Labor and W orkforce D evelopm ent__________

For d is tribu tion  in fo rm ation , ca ll the  G overno r's  Leg is la tive OlHce

(Rov 1/26/2000 OMD) Page 1 o f  1_



FISCAL NOTE

2002 L E G IS L A T IV E  S E S S IO N  Bill Version: SB 252
( S ) Publish Date: 1/22/02

STATE OF ALASKA Fiscal Note Number: _2______

Revision Date/Time (Note if correction):________________________ Department: Labor and W orkforce Developm ent
Title: An A c t renam ing the AHRIC &_________________ BRU: Em ploym ent Security_____________
 repealing the te rm ination  date o f STEP___________ C om ponent: Unem ploym ent Insurance_________
Sponsor: Rules Committee
Requester: G overnor Component Number: 2276

E x p e n d itu re s /R e v e n u e s (Thousands o f D ollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 80.0 80.0 80.0 80.0 80.0 80.0
Travel 4.0 4.0 4.0 4.0 4.0 4.0
Contractual 35.0 35.0 35.0 35.0 35.0 35.0
Supplies 3.0 3.0 3.0 3.0 3.0 3.0
Equipment 3.0 3.0 3.0 3.0 3.0 3.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 125.0 125.0 125.0 125.0 125.0 125.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( 1054) I 125.0 125.0 125.0 125.0 125.0 125.0

FUND SOURCE_____________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1054 State Employ & Training 125.0 125.0 125.0 125.0 125.0 125.0

TOTAL 125.0 125.0 125.0 125.0 125.0 125.0

Estimate o f any cu rren t year (FY2002) cost: None

Check th is  box (X) if  fund ing  fo r th is  b ill is included in the G overnor’s FY 2003 budget proposal: 
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if  necessary)

Th is bill would  renam e the A laska  Hum an R esource Investm ent C ouncil (A H R IC ) as the A laska W orkfo rce  Investm ent Board 
(AW IB) and repeal the te rm ina tion  o r "sunset" da te  o f the S tate T ra in ing  and E m ploym ent P rogram  (STEP).

The above E xpenditures and pro jected R evenues a re  con ta ined in the proposed FY 2003 operating budget.

Prepared by: 
Division:

Approved by: 
Agency:

(Rov 1/26/2000 OMB)

Ronald Hull, D irector Phone: 465-5933
Em ploym ent Security D iv is ion Date/Time: 11/15/01 10:21 AM

Ed Flanagan, C om m issioner Date: 11/15/01
Departm ent o f Labor and W orkforce Developm ent_________

For distribution information, call the Governor's Legislative Office
Page 1 o f  1__



FISCAL NOTE

2002 L E G IS L A T IV E  S E S S IO N  Bill Version: SB 252
( S ) Publish Date: 1/22/02

STATE OF ALASKA Fiscal Note Number: _ 3 ______

Revision Date/Time (Note if correction):_________________________Department: Labor and W orkforce  Developm ent
Title: An A c t renam ing the AHRIC &_________________BRU: Em ploym ent S ecurity_____________

_repealing the te rm ination  date o f STEP_______________________C om ponent: Job T ra in ing Program s____________
Sponsor: Rules Committee
Requester: G overnor Component Number: 2556

E x p e n d itu re s /R e v e n u e s (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES F i 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 440.2 440.2 440.2 440.2 440.2 440.2
Travel 20.0 20.0 20.0 20.0 20.0 20.0
Contractual 546.5 546.5 546.5 546.5 546.5 546.5
Supplies 5.5 5.5 5.5 5.5 5.5 5.5
Equipment 21.0 21.0 21.0 21.0 21.0 21.0
Land & Structures 3,752.0 3,752.0 3,752.0 3,752.0 3,752.0 3,752.0
Grants & Claims
Miscellaneous

TOTAL OPERATING 4,785.2 4,785.2 4,785.2 4,785.2 4,785.2 4,785.2

CAPITAL EXPENDITURES i |

CHANGE IN REVENUES ( 1054 ) 4,785.2 4,785.2 4,785.2 4,785.2 4,785.2 4,785.2

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1054 State Employ & Training 4,785.2 4,785.2 4,785.2 4,785.2 4,785.2 4,785.2

TOTAL 4,785.2 4,785.2 4,785.2 | 4,785.2 4,785.2 4,785.2

Estimate o f any cu rren t year (FY2002) cost: None

Check th is  box (X) if  fund ing  fo r th is  b ill is inc luded in the G overnor's FY 2003 budget p roposal: 
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

This bill w ould  renam e the A laska  H um an R esource  Investm en t C ouncil (A H R IC ) as the A laska W ork fo rce  Investm en t Board 
(AW IB) and repeal the term ina tion  o r "sun se t" da te  o f the S tate  Train ing and Em ploym ent P rogram  (STEP).

The above E xpenditures and pro jected R evenues are  con ta ined in the proposed FY 2003 operating budget.

Prepared by: 
Division:

Approved by: 
Agency:

(Rov 1/26/2000 OMB)

Ronald Hull, D irector Phone: 465-5933
Em ploym ent S ecurity  D iv is ion Date/Time: 11/15/01 10:20 AM

Ed Flanagan, C om m iss ioner Date: 11/15/01
Departm ent o f Labor and W orkforce  Development_________

For distribution information, call the Governor’s Legislative Office
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FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___________________
Title: Em ploym ent and Training Program/Board

Fiscal Note Number:
Bill Version:
(S) Publish Date:

CSSB 252(L&C)
5 /6 /0 2

D epartm ent: Labor and W orkforce Development
BRU: Em ploym ent Security_____________
C om ponent: Em ploym ent Services_____________

Sponsor:
Requester:

Rules Committee
Senate Finance

E x p e n d i tu re s /R e v e n u e s

Component Number: 

(Thousands o f Dollars)

2275

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 220.2 220.2
Travel 5.0 5.0
Contractual 29.3 29.3
Supplies 0.8 0.8
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 255.3 255.3 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | I

CHANGE IN REVENUES ( 1054 ) 255.3 255.3

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1054 State Employ & Training 255.3 255.3

TOTAL 255.3 255.3 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2002) cost: None

Check th is  box (X) if  fund ing  fo r th is b iil is included In the G overnor's FY 2003 budget proposal: X
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)

Th is bill w ou ld  renam e the A laska  H um an R esource Investm ent C ouncil (A H R IC ) as the A laska W ork fo rce  Investm en t Board 
(AW IB) and extend the term ina tion  o r "sunset" date o f the State Tra in ing  and E m ploym ent P rogram  (S TE P ) to  June 30, 2004.

The above E xpenditures and pro jected R evenues are con ta ined in the  proposed FY 2003 operating budget.

Prepared by: 
Division:

Approved by: 
Agency:

(Rov 1/26/2000 OMD)

Ronald Hull, D irector Phone: 465-5933
Em ploym ent Security D ivision Date/Time: 5/1/02 8:43 AM

Ed Flanagan, C om m issioner Date: 05/01/02
Departm ent o f Labor and W orkforce Developm ent_________

For distribution information, call the Governor's Legislative Office
Page 1 o f  1.



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___________________
Title: Em ploym ent and Tra in ing Program /Board

Fiscal Note Number:
Bill Version:
(S) Publish Date:

CSSB 252(L&C)
5/6/02

Department:

‘ BRU:

Component:

Labor and W orkforce  Developm ent
Employment S ecurity_____________
Unem ploym ent Insurance_______

Sponsor: Rules Committee
Requester: Senate Finance Component Number: 2276

E x p e n d itu re s /R e v e n u e s (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel 4.0 4.0
Contractual 115.0 115.0
Supplies 3.0 3.0
Equipment 3.0 3.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 125.0 125.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I I I I

CHANGE IN REVENUES ( 1054) | 125.0 125.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1054 State Employ & Training 125.0 125.0

TOTAL 125.0 125.0 0.0 0.0 0.0 0.0

Estimate o f any curren t year (FY2002) cos t: None

Check th is  box (X) if fund ing  fo r th is  b ill is  included in the Governor's FY 2003 budget proposa l: 
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page ifnocessnry)

Th is bill w ou ld  renam e the A laska  H um an R esource  Investm ent Council (A H R IC ) as the A laska W ork fo rce  Investm en t Board 
(AW IB) and extend the term ina tion  o r "sun se t" da lo  o f the State Tra in ing and Em ploym ent P rogram  (S TE P ) to  .Inna 30, 2004.

The above E xpenditures and pro jected R evenues a re  con ta ined in the proposed FY 2003 operating budget.

Prepared by: 
Division:

Approved by: 
Agency:

(Rov 1/2G/2000 OMQ)

Ronald Hull, D irector Phone: 465-5933
Em ploym ent Security  D iv is ion Date/Time: 5/1/02 8:42 AM

Ed Flanagan, C om m iss ioner Date: 05/01/02
Departm ent o f Labor and W orkforce  Development_________

For distribution information, call the Governor's Legislative Office
Page 1 o f  1_



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) 
Title:

Fiscal Note Number:
Bill Version:
(S) Publish Date:

CSSB 252(L&C)
5/6/02

Em ploym ent and Tra in ing Program/Board
Department: Labor and W orkfo rce  Developm ent
BRU: Em ploym ent S ecurity_____________
Component: Job T ra in ing Program s____________

Sponsor:
Requester:

Rules Com m ittee
Senate Finance

Expenditures/Revenues

Component Number: 

(Thousands o f Dollars)

2556

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

57.8 43.4
11.5 8.0
16.4 7.1
3.0 0.5
2.5 0.0

0.0 0.0

TOTAL OPERATING 91.2 59.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( 1054) 35.0 35.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1054 State Employ & Training 91.2 59.0

TOTAL 91.2 59.0 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2002) cost: None

Prepared by: 
Division:

Approved by: 
Agency:

(Rov 1/26/2000 0<v1B)

Ronald Hull, D irector Phone: 465-5933
E m ploym ent S ecurity  D iv is ion Date/Time: 5/1/02 8:45 AM

Ed Flanagan, C om m iss ioner Date: 05/01/02
D epartm ent o f Labor and W orkforce D evelopm ent_________

For distribution information, call the Governor’s Legislative Office
Page 1__ o f  2__



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 252(L&C) #6
2002 LEGISLATIVE SESSION

AN ALYS IS : (con tinued /

Th is bill w ou ld  renam e the A la ska  Hum an Resource Investm ent Council (AHR IC ) as th e  A la ska  W ork fo rce  
Investm en t Board (AW IB ) and extends the te rm ina tion  o r "sunset" da te  o f the S ta te T ra in ing  and 
Em p loym en t P rogram  (STEP ) to  June 30, 2004 . Th is CS also m akes subs tan tia l changes to  STEP  and we 
are  com m en ting  on tw o  sec tions o f the  CS tha t we be lieve w ill have the m ost fisca l im pac t. The  Job 
T ra in ing  P rogram s com ponen t a lready con ta ins  $4 ,785 .2  o f the STEP  expend itu res and revenues in the 
p roposed FY2003 O pera ting  budge t (G ove rno r, Senate and House ve rs ions).

Section 12 requ ires the D epa rtm en t o f Labor and W ork fo rce Deve lopm en t (D O LW &D ) to  co lle c t m on ies 
from  pa rtic ipan ts , w ho rece ived necessa ry too ls , work re la ted clo th ing , sa fe ty  gea r o r o the r necess itie s  to 
ob ta in  em p loym en t. W e w ou ld  be requ iie d  to estab lish co llec tion procedures, track repaym en ts  and seek 
a ttachm en t o f the  ind iv idua l’s pe rm anen t fund d iv idend (PFD) check if repaym en t is no t sa tis fied .

Based upon p rev ious usage and dem and , we estim a te  STEP co llec tions from  pa rtic ipan ts  w ou ld  no t 
exceed 35 .0  annua lly  fo r up to  80 c lien ts. W e w ou ld  need to estab lish  a program  recove ry sys tem  as little  
capac ity  cu rren tly  ex is ts . Based upon p rio r experience in U nem p loym ent In su rance co lle c tions , the le vy  o f 
c lien t’s PFD  check is a labor in tens ive  m anua l paperw ork process. W e be lieve tha t the  new  co lle c tion  
m on ies w ou ld  no t o ffse t the increased  costs . W e w ou ld  requ ire a new  PFT pos ition  and we assum e the 
fo llow ing add itiona l ST EP adm in is tra tive  cos ts to the S tate. There  m ay be add itiona l subg ran tees  (i.e . 
M un ic ipa lity  o f A nchorage ) STEP  adm in is tra tive  costs no t shown below :

New  PFT Em p loym en t S ecu rity  S pec ia lis t IB Range 14A in Juneau 43 .4
Requ ired trave l a round A laska  to  va rious c lien t loca tions fo r sm a ll c la im s cou rt appea rances 10.0
C on trac tua l RSA  to the Dept, o f Law  fo r lega l adv ice on co llec tions 2.5
R equ ired C on trac tua l 7%  ind irec t, 4 .5%  DP ope ra tions and 4%  ESD m anagem en t cos ts  6.7
Rela ted supp lie s  .5
Basic new  equ ipm en t fo r pos ition  2.5

Tota l annua l FY2003 cost: 65 .6  (reduced  to 59 .0  in FY2004)
Tota l annua l revenues: 35.0
Tota l annua l FY2003 ne t loss: <30 .6>  (reduced  to <24 .0>  in FY2004)

W e assum e som e o f the  FY2003 trave l, con trac tua l and equ ipm ent ope ra ting  cos ts a re  s ta rtup  cos ts  and 
w ill be reduced  by 10 pe rcen t in FY2004.

Section 48  requ ires the D O LW &D  to p repa re  one -tim e add itiona l in fo rm a tion fo r an annua l w ritten  STEP  
report to the Leg is la tu re  due in Janua ry  2003 . W e assum e that the new  reporting  w ou ld  increase  STEP  
adm in is tra tive  cos ts in FY2003 on ly by the fo llow ing :

25%  o f an exis ting Em p loym en t S ecu rity  A na lys t II Range 17 A  in A ncho rage  14.4 
M inor trave l to  Juneau 1.5
C on trac tua l RSA  to R esearch and A na lys is  fo r em p loye r in fo rm ation 5 .0
Requ ired C on trac tua l 7%  ind irec t, 4 .5%  DP ope ra tions and 4%  ESD m anagem en t cos ts  2.2
Rela ted supp lie s  & copy ing  2 .5

Tota l FY2003 annua l cost: 25 .6

P a g e  2 o f  2



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___________________
Title: Em ploym ent and T rain ing Program /Board

Fiscal Note Number:
Bill Version:
(S) Publish Date:

CSSB 252(L&C)
5/6/02

D epartm ent: Labor and W orkforce Developm ent
BRU: Em ploym ent Security_____________
C om ponent: Job Tra in ing P rog ram s___________

Sponsor:
Requester:

Rules Com m ittee
Senate Finance

Expenditures/Revenues

Component Number: 

(T housands o f Dollars)

2556

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

418.6 418.6
20.0 20.0

568.1 568.1
5.5 5.5

21.0 21.0

3,752.0 3,752.0

TOTAL OPERATING 4,785.2 4,785.2 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | I

CHANGE IN REVENUES ( 1054) | 4,785.2 4,785.2 | I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1054 State Employ & Training 4,785.2 4,785.2

TOTAL 4,785.2 4,785.2 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2002) cost:

Check th is  box (X) if fund ing  fo r  th is  b ill is includec 
POSITIONS

None

in the G overnor's FY 2003 budget proposal: X

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if  necessary)

This bill w ould  renam e the  A laska  H um an R esource  Investm ent C ouncil (AH RIC ) as the A laska W orkfo rce  Investm ent Board 
(AW IB) and change the te rm ina tion  o r "sunse t" da te  o f the S tate  Tra in ing and E m ploym ent P rogram  (S TE P ) to June 30, 2004.

The above E xpend itu res and p ro jected  R evenues are con ta ined in the proposed FY 2003 operating budget.

Prepared by: 
Division:

Approved by: 
Agency:

(Rov 1/26/2000 OMB)

Ronald Hull, D irector Phone: 465-5933
Em ploym ent S ecurity D iv is ion Date/Time: 5/1/02 8:44 AM

Ed Flanagan, C om m issioner Date: 05/01/02
D epartm ent o f Labor and W orkforce D evelopm ent_________

For distribution information, call the Governor's Legislative Office
Page 1 o f  1_





LEGISLATIVE BUDGET AND AUDIT COMMITTEE

DIVISION OF LEGISLATIVE AUDIT

T h e  L eg is la tiv e  B u d g e t an d  A u d it C o m m itte e  is a 
p e rm a n e n t in te rim  co m m itte e  o f  th e  A lask a  
L eg is la tu re . T h e  c o m m itte e  is m a d e  u p  o f  five  
se n a to rs  an d  five  re p re se n ta tiv e s , w ith  o n e  a l te rn a te  
fro m  th e  S e n a te  an d  tw o  fro m  th e  H o u se . T h e  
c h a irm a n sh ip  o f  th e  co m m itte e  a l te rn a te s  b e tw e en  
th e  tw o  c h a m b e rs  e v e ry  leg is la tu re .

T h e  c o m m itte e  is re sp o n s ib le  fo r  p ro v id in g  th e  
le g is la tu re  w ith  a u d its  o f  s ta te  g o v e rn m e n t a g e n c ie s . 
T h e  p ro g ra m s  an d  a c tiv itie s  o f  s ta te  g o v e rn m e n t 
n o w  c o s t m o re  th an  $ 6  b illio n  a  y ea r . A s  le g is la to rs  
an d  a d m in is tra to rs  try  in c re as in g ly  to  a l lo c a te  s ta te  
re v e n u e s  e f fe c tiv e ly  an d  m ak e  g o v e rn m e n t w o rk  
m o re  e ff ic ie n tly , th e y  n eed  in fo rm a tio n  to  e v a lu a te  
th e  w ork  o f  g o v e rn m e n ta l ag e n c ie s . T h e  a u d i t  w o rk  
p e rfo rm e d  by th e  D iv is io n  o f  L e g is la t iv e  A u d it h e lp s  
p ro v id e  th a t in fo rm a tio n .

A s a g u id e  to  all th e ir  w o rk , th e  D iv is io n  o f  
L e g is la tiv e  A u d it c o m p lie s  w ith  g e n e ra lly  a c c e p te d  
au d itin g  s ta n d a rd s  e s ta b lish e d  by  th e  A m e r ic a n  
In s titu te  o f  C e rtif ied  P u b lic  A c c o u n ta n ts  a n d  w ith  
g o v e rn m e n t a u d itin g  s ta n d a rd s  e s ta b lish e d  by  th e  
U .S . G en e ra l A c c o u n tin g  O ffice .

A u d its  a re  p e rfo rm e d  as  m a n d a te d  by  A la sk a  
S ta tu te s  o r  a t th e  d irec tio n  o f  th e  L e g is la t iv e  B u d g e t 
an d  A u d it C o m m itte e . In d iv id u a l le g is la to rs  o r  
c o m m itte e s  ca n  su b m it req u ests  fo r a u d its  o f  sp e c if ic  
p ro g ra m s o r  a g e n c ie s  to  th e  c o m m itte e  fo r  
co n s id e ra tio n . C o p ie s  o f  a ll c o m p le te d  a u d its  a re  
a v a ila b le  fro m  th e  D iv is io n  o f  L e g is la t iv e  A u d it’s 
o ffic e s  in  e i th e r  Ju n e a u , A n ch o rag e , o r  o u r  w e b  s ite  
h ttp : //w w w .le g is .s ta te .a k .u s /le g a u d A v e b /d e fa u lt.h tm .

BUDGET AND AUDIT COMMITTEE

S e n a to r  G ene T h e r r ia u lt ,  C h a ir  
S e n a to r  D ave D onlc y 
S e n a to r  L y m an  H o ffm an  
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R ep resen ta tiv e  H u g h  F a te , V ice C h a ir  
R ep resen ta tiv e  J o h n  H a rr is  
R ep resen ta tiv e  R eggie Jo u le  
R ep resen ta tiv e  K en  L a n c a s te r  
R ep resen ta tiv e  E ld o n  M u ld e r  
R ep resen ta tiv e  Bill W illiam s (a lte rn a te )  
R e p re se n ta tiv e  J o h n  D avies (a lte rn a te )

DIVISION OF LEGISLATIVE AUDIT
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L egislative A u d ito r

P .O . Box 113300 
Ju n e a u , A K  99811-3300

(907)465-3830, J u n e a u  
(907)561-1445, A n ch o rag e  
(907)465-2347, J u n e a u  Fax 
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Division of Legislative Audit
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In te rn e t  e -m a il a d d re ss : 

le g a u d it@ le g is .s ta te .a k .u s

March 15, 2002

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 LABOR 
AND WORKFORCE DEVELOPMENT 

STATE TRAINING AND EMPLOYMENT PROGRAM

March 6, 2002

Audit Control Number

07-30005-02

One of the main objectives of this audit w'as to review administration of the state training and 
employment program (STEP) by the Alaska Human Resource Investment Council and ascertain 
compliance with state law. We were also asked to review the impact of STEP on the solvency 
of the unemployment compensation fund and the calculation of employer unemployment 
insurance tax rates. Further, we were requested to provide detail STEP expenditure information.

The audit was conducted in accordance with generally accepted government auditing standards. 
Fieldwork procedures utilized in the course o f 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
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O B JE C T IV E S . SC O PE. AND M E T H O P Q L Q G  V

In accordance with Title 24 of the Alaska Statutes and a special request by the Legislative 
Budget and Audit Committee, we reviewed the Alaska Human Resource Investment Council’s 
(AHRIC) administration of the state training and employment program (STEP) and other 
programs with which it is involved, including compliance with state laws and regulations. 
Additionally, we evaluated the impact of diverting employee unemployment insurance (UI) 
contributions on the solvency of the unemployment compensation fund and the calculation of 
employer/employee UI tax rates. Further, we have provided detail STEP expenditure 
information.

Objectives

The specific audit objectives were:

Determine whether diversions of employee UI contributions impact the solvency of the 
unemployment compensation fund.

Determine whether diversions of employee UI contributions impacted employer UI tax 
rates.

Determine whether the practice of diverting employee UI contributions jeopardizes 
federal funding.

Evaluate administration of AHRIC and STEP for compliance with statutes.

Evaluate the STEP grant award process and ascertain whether abuses, such as 
favoritism, are occurring.

• Provide detail expenditure information giving emphasis to the six statutorily defined 
program elements.

Scope

We obtained an understanding of STEP administration since the program’s creation in FY 90, 
and focused our review on the five-year period FY 97 through FY 01. Review of AHRIC 
covered the period FY 97 through FY 01. We also reviewed the newly created Alaska technical 
and vocational education program’s impact on UI trust fund solvency. This review 
encompassed FY 01.

Methodology

Our evaluation of AHRIC and STEP involved reviewing, analyzing, and testing the following:

•  State statutes and regulations

-  1 -
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•  AHRIC board minutes, committee reports and various publications

• Selected reimbursable service agreements, grant awards, and contracts

• STEP-related request for proposals and scoring/evaluation documentation

• STEP expenditure and budget documentation maintained by the State and service 
delivery area (SDA) administrative agencies

• STEP client files

•  Alaska Training and Vocational Education expenditure documentation

• Attorney General opinions and memorandums of understanding

• Department of Labor and Workforce Development (DLWD) job training promotional 
materials

Additionally, we interviewed the following individuals:

• DLWD internal auditors

• Alaska Workforce Investment Office program coordinator and staff involved with STEP 
grants

• AHRIC executive director and program staff

o Municipality of Anchorage and Balance of State job training program coordinators and 
program staff

• DLWD, Division of Employment Security director and assistant director 

« DLWD deputy commissioner

• Attorney with the Legislative Legal and Research Services office

A LA S K A  STATE LEGISLATURE
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O RGANIZATION AND FUNCTIONf

The Department of Labor and Workforce Development

Under the provisions of Title 23 of the Alaska Statues, the Department of Labor and 
Workforce Development (DLWD) is charged with fostering and promoting the welfare of the 
wage earners o f the State, improving working conditions, and advancing opportunities for 
profitable employment. The department is responsible for:

• administering employment services, unemployment insurance, and workers’ 
compensation programs,

• enforcing laws and regulations dealing with job safety, hours of work, wages, work 
conditions, and public employer/employee labor relations, and

•  collecting, analyzing, and disseminating labor and population statistics.

Included in the provisions of Title 23 is the Employment Security Division Act.

Employment Security Division

DLW D’s Employment Security Division promotes employment, economic stability, and 
growth by operating a no-fee labor exchange that meets the needs of employers, job seekers, 
and veterans. By statute, the division’s mission is to promote employment and economic 
stability by responding to the needs of employers and job seekers.

To ensure that job ready workers are available to meet employer needs, the Employment 
Security Division administers three complementary programs: Employment Services, 
Unemployment Insurance, and job training through a network of Alaska Job Centers 
throughout the state. Employment Services includes job placement, job matching and 
referral, vocational counseling, and job search assistance. Unemployment Insurance provides 
for the payment of temporary benefits to eligible, unemployed workers while they are 
seeking employment. Job training services are designed to meet the unique needs of 
individuals who wish to enter or re-enter the job market, with particular assistance for 
unemployed workers, low-income adults, youth and others who need help finding stable 
employment.

Alaska Human Resource Investment Council

Alaska Human Resource Investment Council (AHRIC) is a Governor-appointed council 
which is organizationally associated with DLW D’s commissioner’s office. AHRIC provides 
policy oversight to the Governor and legislature regarding state and federally funded job 
training and vocational education programs. AHRIC's mission is to facilitate the process 
necessary to create and maintain an efficient, effective, and integrated human resource 
investment system. Members of AHRIC represent stakeholder groups in workforce
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development, bringing together public and private sector training providers with employers, 
so people are being trained for appropriate employment. Council members look at 
employment trends and emerging occupations to customize training and prepare Alaskans for 
high demand jobs.

Job Training Programs

State administration of job training programs is organizationally located within DLWD’s 
Alaska Workforce Investment Office. Job training programs are guided by business and 
community leaders throughout the state. These leaders are represented on the Alaska 
Workforce Investment Board, and through local workforce investment boards. For purposes 
of providing services, the state is divided up into two workforce investment areas (referred to 
in this report as service delivery areas (SDAs)):

•  The Municipality of Anchorage and communities within the Mat-Su Borough.

•  The Balance of State -  areas of the state outside the Municipality o f Anchorage and 
the Mat-Su Borough.

Job training provides help to eligible persons with the ultimate goal o f  moving them into 
permanent, self-sustaining employment. Grants are available for state vocational education 
coordination; older worker training; youth employment and training; a program for dislocated 
workers, and adult and youth training. The main funding source for job training programs is 
the Federal W orkforce Investment Act program and the State's Training and Employment 
program.

Training providers may be state and local governments, public and private nonprofit 
agencies, Native organizations, community-based organizations, educational agencies, labor 
organizations, and for-profit businesses.
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p ACKGROUND IN FO R M A TIO N

State training and employment program (STEP) created in FY 90

STEP was created to address a finding by the legislature that an inadequate number of jobs 
existed in Alaska to meet the needs of those seeking employment. Alaskans were having 
difficulty finding jobs, a situation which was exacerbated by the changing technological 
needs of employers. Since its initial authorization in 1989 as a two-year pilot program, STEP 
has been reauthorized several times. Authorization for the program ends June 30, 2002, 
unless legislation is approved to continue the program. Legislation was introduced during 
January 2002 to reauthorize STEP and make it a permanent program.

Original legislative intent language 
specified three main program 
objectives:

• To help prevent future claims 
against unemployment benefits

•  To foster new jobs by encourag­
ing businesses to locate in the 
state due to availability of a 
skilled labor force and by 
minimizing employers’ un­
employment costs

•  To increase training opportuni­
ties to those workers severely 
affected by the fluctuations in 
the state economy or technologi­
cal changes in the workplace in 
the state

Not all residents o f Alaska are eligible 
to participate in STEP. Exhibit 1 shows 
the statutory definition of people to be 
served by STEP. Eligibility is limited to 
three main groups:

• unemployed individuals eligible 
to receive unemployment 
insurance benefits or who have 
exhausted the right to receive 
benefits within the past three 
years,

Exhibit 1
Eligibility Criteria

AS 23.15.635 limits STEP services to residents 
who

(1) are unemployed and
(a) are receiving unemployment insurance 

benefits; or
(b) have exhausted the right to 

unemployment insurance benefits 
within the past three years;

(2) are employed, but liable to be displaced 
within the next six months because of
(a) reductions in overall employment within 

a business;
(b) elimination of the worker's current job; 

or
(c) a change in conditions of employment 

requiring that, to remain employed, the 
employee must learn substantially 
different skills that the employee does 
not now possess; or

(3) have worked in a position covered by 
AS 23.20 at any time during the last three 
years, and are not currently eligible for 
unemployment insurance benefits because
(a) their employment has been seasonal, 

temporary, part-time, or marginal;
(b) their qualifying wages are insufficient 

because of limited job opportunity; or
(c) they are employed but, because they 

are underemployed, they are in need 
of employment assistance and training 
to obtain full employment.
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•  people currently employed but liable to be displaced within the next six months for 
specific reasons, and

•  people who have contributed to the employment security program during the past 
three years but are not eligible to receive benefits for specific reasons.

AS 23.15.640 specifies that an entity receiving STEP funding shall provide at least one of the 
following six program elements:

•  Industry-specific training
• On-the-job training
•  Institutional/classroom job-linked training
• Support services (including allowances)
•  Relocation assistance
• Tools, work-related clothing, safety gear, or other items necessary to obtain or retain 

employment

Alaska Human Resource Investment Council (AHRIC) formed in FY 97

AHRIC is the lead state planning and coordinating entity for state human resource programs. 
Additionally, AHRIC acts as the lead planning agency for several federal programs. The 
federal program that has occupied most of AHRIC’s resources is the Job Training Partnership 
Act (JTPA) program. In FY 01, JTPA was replaced by the federal Workforce Investment Act 
(WIA) program. AHRIC played a major role in planning for the transition from JTPA to 
WIA and continues as the lead planning agency for WIA.

According to AS 23.15.645, DLWD is required to award AHRIC a grant to administer STEP 
and make subgrants to qualified training entities. AHRIC works with DLW D’s Alaska 
Workforce Investment Office (AWIO) to determine the amount of STEP funding to allocate 
for training. AWIO assists AHRIC with issuing the STEP grant awards and monitoring use o f 
the funds.

Administration of STEP tied closely to administration of JTPA/W1A

Since its creation in FY 90, STEP administration has mirrored the procedures already in 
place to administer the federal JTPA program. As was customary for the JTPA program, the 
training portion of STEP funding was transferred to the state’s Job Training Partnership 
Office (AW IO’s predecessor). Using information prepared by DLW D’s research and analysis 
office1, JTPO would award grants for providing services in the three service delivery areas 
(SDAs): Fairbanks, Statewide, and the Anchorage/Mat-Su area.

In each SDA, private industry councils (PICs) had been formed under JTPA to serve as its 
policy/program arm. Their purview was extended to encompass STEP. These ntities

1 Inform ation included a non-resident hire report, unem ploym ent sta tistics, unem ploym ent insurai •- claim s, 
occupational and industrial pro jections and other relevant data. T he inform ation was used to  prepare a p rio ritized  list 
o f  targeted pro jects o r services.
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solicited and awarded grants to other entities to provide STEP services, provided services 
themselves or contributed funds for individualized training. The City o f Fairbanks served as 
the Fairbanks SDA administrative agency. In Anchorage, the Municipality of Anchorage 
(MOA) served as the administrative agency. The state employed a statewide SDA 
coordinator and also served as the administrative agency for the statewide SDA.

When JTPA was replaced by WIA, the SDAs were restructured into two main areas; the 
Anchorage Mat-SU area and the Balance of State (BOS) area. PICs were replaced by local 
workforce investment boards and the JTPO was renamed the Alaska Workforce Investment 
Office (AWIO). The change in SDA names can be seen by comparing FY 99 to FY 00 
summary STEP expenditure tables in appendix A of this report.

STEP funding reaches clients in one of two ways. One is the referral process in which the 
state or municipal employment coordinators work directly with clients to assess their need for 
training or support services. This process determines which vendor or training institution 
would best meet a client’s needs. The other is through the SDA gTant award process. 
Grantees are often required to recruit STEP eligible individuals and assist with the placement 
of trainees.

The unemployment compensation fund and the unemployment insurance (UI) tax rates

Unemployment compensation is a self-supporting insurance program. Over the long run, 
employer and employee UI tax contributions must be enough to pay benefits to claimants. All 
states have an unemployment insurance program. However, Alaska is one of only two states 
that tax employees. In other states, employers bear the full cost of the UI program.

Employers make payments to the UI system in two different ways. Employers are either 
taxable or reimbursable. In order to become reimbursable, an employer must apply to 
DLWD. Taxable employers make quarterly tax payments, determined by their assigned tax 
rate and the amount o f taxable payroll. Reimbursable employers repay the UI trust fund for 
the amount of UI benefits paid to their former employees. Reimbursable employers are 
generally large organizations with stable workforces, such as state and municipal 
governments, but also include private, non-profit organizations. Employees working for 
reimbursable employers do not contribute to the UI program but are eligible for STEP 
services.

DLW D’s article in the July 2001 Alaska Economic Trends publication entitled Financing UI 
Benefits, gives a thorough explanation of the UI tax structure. According to this article, 
Alaska’s tax structure is self adjusting. The tax base automatically adjusts to changes in 
average earnings, and the tax rate automatically adjusts to changes in benefit costs, payroll, 
and the trust fund reserve ratio.

The article further states that tax rates have three essential components: the average benefit 
cost rate, individual employer experience factors, and the trust fund solvency adjustment. 
Exhibit 2 (page 8) summarizes the formulas for calculating the employer and employee tax 
rates. The employee tax rate is simpler, involving only the average benefit cost rate. The
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employer tax rate incorporates all three components. Exhibit 3 on page 9 shows DLW D’s 
calculation of the 2002 tax rate.

The average benefit cost rate is defined as the 
cost of benefits over the most recent three-year 
period ending June 30, divided by the total 
taxable payroll of contributing employers over 
the first three of the last four years ending June 
30. According to DLWD, basing the 
calculation on three-year periods makes the 
system “counter-cyclical.” This means that 
contribution rates increase slowly or even 
decrease during recessions as the trust fund is 
drawn down, then increase more rapidly during 
periods of economic stability or growth to replenish the fund.

Prior to January l v 1997, employers paid 82 percent of the average benefit cost rate and 
employees paid 18 percent. Beginning in 1997, employees began paying 20 percent and 
employers’ contribution declined to 80 percent.

The experience factor also impacts employer rates. Experience factors are designed to require 
employers that have a high rate o f layoffs to contribute more to cover the extra costs of 
benefits. Experience factors are assigned by DLWD and are based on employers’ wage 
history and the timeliness o f reports and payments.

The trust fund solvency adjustment is the final component of employer tax rates. Its purpose 
is to Ciisure that the unemployment compensation fund balance is sufficient to provide 
benefits during recessions. According to DLWD, the benefit cost rates are not always 
adequate to do this. Therefore, a surcharge is added to employers’ tax rates if  the trust fund 
reserve rate falls below 3 percent. A credit is provided to reduce employers’ tax rates if the 
reserve rate equals or exceeds 3.3 percent. The trust fund solvency adjustment is applied 
uniformly to all employers at a rate between negative .4 percent to positive 1.1 percent, 
depending on the trust fund reserve rate, in accordance with schedule in AS 23.20.290(f). 
The solvency adjustment may be increased or decreased by only a maximum of .3 percent 
from one year to the next. Exhibit 3 (page 9) shows the tax rate calculation for 2002. After 
the employer rates are calculated, they are adjusted for each employer based on their 
experience rating.

Establishment of Alaska Technical and Vocational Education (ATVE) program

In FY 01, AS 23.15.820 through AS 23.15.850 created the ATVE program to award grants to 
technical and vocational entities. ATVE grants must be used for industry-specific training, on-the- 
job training, or institutional or classroom job-linked training. AHRIC is charged with 
administering the program and developing regulations to carry out its purpose.

Exhibit 2

Tax Rate Formulas

Employer tax rate = the trust solvency 
adjustment plus eighty percent of the 
average benefit cost rate adjusted for 
experience

Employee tax rate = twenty percent of 
the average benefit cost rate
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During the first year of the program, ATVE proceeds were not awarded through the grant award 
process. Proceeds of approximately $4 million were directly appropriated to the following entities 
for programs consistent with the ATVE program and capital improvements: University of Alaska 
($2,215,386), Kotzebue Technical Center ($681,657) and the Alaska Vocational Technical Center 
($1,363,315). According to the sponsor statement for the initial legislation, funds were 
appropriated directly to these entities because AHRIC would not have the opportunity to develop 
regulations and solicit grant applications. Our review found that almost all of the FY 01 ATVE 
appropriation was used for capital projects.

Exhibit 3
Tax Rate Calculations for 2002 

($ in millions)

(A) (B) 
Benefit Cost Total Payroll

(C)
Taxable
Payroll2

FY 1998
FY 1999 $107 
FY 2000 $101 
FY 2001 $99

$6,125
$6,310
$6,631
$6,998 $4,528

(D) Benefit Cost for 3 Previous FY $307

(E) Total Payroll, First 3 of Last 4 FY $19,066

(F) 3-Yr Benefit Cost/Total Payroll (D)/(E) 0.016

(G) Taxable/Total Payroll, Last FY (C)/(B) 0.647

(H) Average Benefit Cost Rate (F)/(G) 0.025

(1) UI Trust Fund Balance, Sept. 30 $223

(J) Total Payroll, Last FY $6,998

(K) UI Trust Fund Reserve Rate (1)/(J) 0.032

(L) Solvency Adjustment (per table in AS  23.20.290(f)) 0.000

(M) Average Employer Tax Rate as a Percent of Taxable Payroll 
(Eighty percent of (77) plus (L))

1.99%

(N) Average Employee Tax Rate (Twenty percent of (77)) 

Provided by DLWD, Division of Employment Security

0.50%

2 Slate taxes are assessed on wages up to a set taxable w age base. The tax base is defined in AS 23.20.175(c) as 75%  o f  the 
average annual earnings in covered em ployment for the im m ediately preceding year ending June 30. The state taxable wage 
base in 2001 was $25,500.
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Funding for the STEP and ATVE programs

Both STEP and ATVE are funded through employee UI contributions. Per statute, employee UI 
contributions to the unemployment compensation fund (referred to in this report as the UI trust 
fund) are transferred into the STEP and ATVE accounts within the General Fund. The amount of 
the transfer for each program is equal to one tenth of one percent of wages subject to the UI tax. 
Based on the tax rate calculations for 2002 (Exhibit 3, page 9), a total of 40% of employee 
contributions will be diverted for the STEP and ATVE programs.

UI trust fund balance statistics

During our review, we compiled UI trust fund statistics: average fund balance, total benefits 
paid, total STEP diversions, total ATVE diversions and the amount transferred from the 
STEP account to the UI trust fund. The information in Exhibit 4  is provided from FY 90 
through FY 01.

Exhibit 4

Fiscal
Year

Average UI 
trust fund 
balance

Total UI 
Claims Paid

STEP
Diversions

ATVE
Diversions

Transfers 
from STEP 

to UI
90 $177,134,283 $101,860,000 $2,162,860 $ 0 $ 0
91 218,703,292 120,518,789 3,103,325 0 1,743,618
92 226,616,664 166,375,690 3,800,144 0 1,271,061
93 220,606,153 187,717,936 3,860,988 0 1,807,305
94 211,899,005 184,655,582 3,477,874 0 512,538
95 197,568,757 137,395,057 3,550,270 0 577,698
96 186,785,877 141,281,857 3,727,263 0 836,022
97 182,195,243 132,590,356 3,695,470 0 793,470
98 191,341,143 128,184,905 3,880,418 0 306,428
99 198,438,373 133,604,579 4,317,506 0 0
00 195,979,350 126,674,515 3,852,417 0 0
01 208,201,423 122,342,638 4,262,856 4,260,358 0

Special status as a dedicated revenue source

Employer and employee UI tax contributions are dedicated sources of revenue under the 
“grandfather clause” contained in Ait. IX, Sec. 7 o f the Alaska Constitution. This means that 
the taxes can be collected and used for a specific purpose rather than deposited into the 
State’s General Fund and made subject to the legislative appropriation process. Our review of 
STEP raised concerns that diverting a portion of employee contributions may compromise its 
special status as a dedicated revenue souice.
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An attorney general’s opinion dated August 1 9, 19S3 states:

Consequently, the intent o f the drafters o f the Constitution o f the State o f  
Alaska was to permit the continuance o f existing dedications at the then 
existing rates until the legislature saw fit to exercise the only power retained in 
relation to them: that is, the power to repeal.

It goes on to state:

A dedication must be continued, i f  at all, in exactly the same form. Any 
attempted alteration short o f  repeal is a nullity. A dedication encompasses (1) 
proceeds or part o f the proceeds o f a tax or license (2) set aside at a certain 
rate (3) fo r  a particular purpose. The legislature has no power to raise or 
lower the dedication by increasing or decreasing the tax or license fee or the 
rate thereof which is set aside. Also there is no power to broaden or reduce the 
purposes fo r  which an existing dedication is made, fo r  to do so is to alter the 
dedication itself.

We contacted the Legislative Legal and Research Services office regarding this issue. They 
provided, in part, the following guidance:

The funding mechanism o f the STEP and ATVE programs do not violate the 
constitution in and o f  themselves but they could readily be seen as 
modifications to the dedicated fund o f employee contributions to the UI fund.
This could in turn threaten the continued existence o f the employee 
contributions as a dedicated fund. The court might find  that the two diversions 
were in reality a change in the purpose o f the original dedicated fund and thus 
cause the entire dedication to be ended. Alternately the court might find that 
the dedication rate was lowered by these diversions to the STEP and ATVE 
programs, and that the dedication continues in its diminished state, but that it 
cannot be increased again to its former level without destroying the 
grandfathered dedication. This interpretation would be difficult to explain in 
light o f the constant fluctuation in the rate o f  employee contributions as 
required by the UI fund to sustain itself

In summary, it is difficult to determine how courts would rule on the diversions of employee 
contributions. As such, attorneys can only guess as to the impact of the STEP and ATVE 
diversions on UI’s special status as a dedicated revenue source. If employee contributions 
have lost their dedicated funding status, then it would be necessary for the legislature to 
appropriate the employee contributions to the UI fund. Regardless of the employee 
contribution dedication status, the revenues being diverted for STEP and ATVE programs 
should be appropriated to those accounts within the State’s General Fund.

ALASKA STATE LEGISLATURE

- 11 -
DIVISION OF LEGISLATIVE A U D IT





R EPO R T CONCLUSIONS  

In recent years, AHRIC has taken more of a leadership role for the STEP program

AHRIC played a minimal role in guiding the r  Exhibit 5 
STEP program during FYs 97 through 99.
Review of committee minutes and other 
AHRIC documentation showed that the council 
focused its efforts on gathering information 
from stakeholders regarding the training and 
employment needs of Alaskans. However, until 
FY 00 this important information was not 
translated into formal guidance for DLWD 
regarding target areas for the use o f STEP 
funding.

In May 1999, AHRIC created and approved a 
STEP plan. Exhibit 5 summarizes its main 
action steps. A more comprehensive STEP plan 
was also created by AHRIC for inclusion in tin  
W1A unified plan in April 2000.

AHRIC lias generally complied with statutes

We reviewed actions taken by AHRIC to comply with its enabling statutes. Alaska statutes 
list numerous duties and functions that AHRIC must perform. Many of the statutory 
requirements were effective in FY 99.

In general, our review concluded that AHRIC had taken action to comply with its statutory 
requirements. The council created a statewide policy for a coordinated and effective 
employment training and education system in the state (also referred to as its strategic plan). 
It participated in forming business learning consortia in Alaska for the health care; oil, gas 
and mineral processing; information technology; and transportation industries. AHRIC 
reviewed the provision of services and the use of money and resources by human resource 
programs. Additionally, it developed performance standards to be used to evaluate results of 
workforce training programs and recommend areas for improvement. Further, statutes require 
that AHRIC review specific programs administered by various state departments to determine 
whether the programs fall within its oversight. AHRIC accomplished this review and 
concluded none of the programs were within its oversight authority.

However, AHRIC has not taken timely action to comply with AS 23.15.580(b)(l 1). This 
statute required AHRIC adopt regulations to carry out its duties. AHRIC finished the draft 
regulations in FY 01. At the time of this review, the regulations were still being reviewed by 
the Attorney General’s office.

- 1 3 -

STEP Plan Action Steps 
May 21,1999

• Market STEP  to employers
• Support Job Center employment 

assistance activities
• Create a Governor’s Discretionary 

Fund for statewide activities (15% of 
total)

• Reduce administrative reporting by 
eliminating certain unnecessary 
reports

• Develop a uniform STEP  grant and 
grant process

• Develop a full STEP  plan for 
inclusion in the WIA Unified Plan.
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Improvement needed in the administration of STEP in order to comply with statutes

We were asked to evaluate whether STEP was being administered in accordance with statutes 
and regulations. Generally, wc found that STEP was being administered in accordance with 
statutes, with five main exceptions.

Only a portion o f people eligible fo r  STEP are served by the program

Statutes have made STEP services available to many Alaskan residents. (See Background 
Information for the statutory eligibility guidelines for STEP.) However, only a portion of the 
people eligible for STEP know about the program’s services. This is due to the way STEP 
has been administered.

Under its current administration, there is no systematic marketing effort to make eligible 
people aware o f the STEP program. People may learn about the availability of services while 
working with state or municipal employment coordinators. According to MOA employment 
coordinators, word-of-mouth is the most common way people learn about the availability of 
STEP. STEP grantees may recruit through the media for individuals to attend specific 
training. However, recruitment is generally limited to individuals interested in a specific 
industry.

The scope of services in M OA’s STEP grants limits eligibility to the unemployed. Since 
approximately 80 percent of M OA’s STEP expenditures are incurred by its grantees, we 
conclude that most of M OA’s STEP funds are serving unemployed individuals. MOA stated 
that its one-stop centers adequately serve other STEP eligible individuals (such as individuals 
expecting to be laid off or displaced and those that are underemployed). We disagree with 
that statement based on a general lack of outreach for the STEP program to currently 
employed Alaskans.

In summary, SDAs and DLV D are failing to reach all those eligible for STEP. This is further 
discussed under Recommendation No. 1 in the Findings and Recommendations section of 
this report.

STEP is displacing federal and possibly private training funds

STEP was created to assist those individuals who failed to meet JTPA ’s strict eligibility 
requirements, and to provide training services for people who needed training but weren’t 
being served through other federal, private or public training programs. STEP was intended 
to augment existing services, and to be used only after federal, private or public training 
funds have been exhausted. See Exhibit 6 (page 15) for the statutory prohibition against 
displacing other training programs/funds.

As part o f our review of client files, we found SDAs were not consistently requiring federal 
JTPA/WIA programs be utilized before STEP funds were authorized. As discussed in 
Recommendation No. 7, we tested 50 client files at MOA. We found that in 11 of the 50
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cases (22%), MOA employment coordinators used STEP funds when clients were potentially 
eligible for JTPA/WIA.

Of the ten FY 00 HRC client files 
tested (MOA’s contractor that 
serves the Mat-Su area), we found 
that three clients should have been 
eligible for JTPA. July 2000 was 
the first time HRC staff were made 
aware of the requirement to use 
STEP only after other funding 
sources were exhausted. We did 
not find similar errors when 
testing HRC’s FY 01 client files.

Our review of BOS3 client files 
found no such errors. However, 
we did detect that both BOS and 
MOA grantees were funded with 
STEP funds even though WIA 
funding had not been exhausted. Per the BOS state coordinator, STEP grantees are not 
required to ascertain each person’s eligibility for WIA when recruiting. This type of 
determination would require a thorough knowledge of WIA federal regulations which STEP 
grantees often do not have. Both MOA and BOS carried forward federal WIA funding into 
FY 02. MOA carried forward over $676,000 of adult and dislocated worker funding, and 
BOS carried forward approximately $2 million in adult and dislocated worker funding. Using 
STEP funds before exhausting federal funds violates AS 23.15.651.

STEP also potentially displaced private funding through union training programs. STEP 
funding of union-sponsored training programs has increased dramatically. In FY 97, unions 
received approximately $277,000 of STEP funds. In FY 01, unions received approximately 
$759,000. Both AHRIC’s executive director and AWIO’s program coordinator praise the 
partnership between STEP and unions, stating that STEP money is leveraged with un.on 
funding which allows for more people to be trained with less STEP funding. Further, unions 
are credited with placing trainees in good paying jobs.

We acknowledge that unions are a valuable partner in training Alaskans. However, given that 
unions have a funding source for training through their dues collection process, we question 
how DLWD and AHRIC ensure that STEP binding is not being used by unions to supplant 
rather than to leverage.

Exhibit 6

Prohibition against displacing other 
training programs/funds

AS 23.15.651. Duties of Alaska human resource
investment council; grant; eligible entities.

Section (a)(2) states
Its activities do not replace or compete in any 
way with a federally approved, jointly 
administered apprenticeship program or any 
other existing training programs.

Section (a)(2)(b) states
The council may not award a grant if the grant 
would displace money available through existing 
public or private training programs.

2
BOS refers to Balance o f  State, the service delivery area not covered by M OA.

- 15-
A LASKA STATE LEGISLATURE D IV IS IO N  OF LEG ISLATIVE A U D IT



Effective in FY 01, AS 23.15.640(c) required that STEP clients, to the extent it is 
economically feasible, reimburse the state for the receipt of tools, work-related clothing, 
safety gear or other items necessary to obtain or retain employment. It also required DLWD 
implement this requirement by regulation.

In response, AWIO created a promissory note that STEP clients are required to sign prior to 
the receipt o f such items. It also codified reimbursement requirements in draft regulation 
8 AAC 87.135. Under this regulation, only people who meet all of the following conditions 
are required to repay the cost of provisions.

•  The participant has exited STEP.
• The participant has been continuously employed for a minimum of six months.
•  The participant, following exit o f the program, has earned an income which is at least 

twice the federal lower income level during the six month period (approximately 
$20,500 for a single person and $45,000 for a family of four).

•  The participant has no financial circumstances that prevent repayment.

We question the effectiveness o f this regulation. In our view, limiting application of the 
reimbursement statute to those STEP graduates who enter continuous employment and 
receive a minimum of $20,500 in wages within six months is unduly restrictive. At the time 
of our review, no repayments had been received by DLWD or its grantees.

We also found that DLWD has no procedures in place to enforce the promissory notes signed 
by STEP participants. Staff working with STEP clients did not know which agency was 
responsible for collecting the repayments. The database is not collecting the detailed financial 
information necessary to identify STEP clients that meet the conditions specified in 
regulation.4 Further, no procedures are in place to notify clients when reimbursement is 
expected.

Statutory program elements do not include employment assistance

As discussed in the STEP Expenditure Analysis section of this report, one of the activities 
funded by STEP is employment assistance. Employment assistance includes assessment, 
counseling, resume preparation, and similar activities to help a person obtain employment 
without providing specific training. Much of employment assistance expenditures go toward 
paying wages and benefits for state and municipal employment coordinators. These costs are 
a significant category of STEP expenditures.

AS 23.15.640 specifies that an entity receiving STEP funding shall provide at least one of six 
program elements: industry-specific training, on-the-job training, institutional/classroom job- 
linked training, support services (including allowances), relocation assistance, or tools, work-

R e q u ir e m e n t  to  r e im b u rs e  d e p a r tm e n t n o t  a c tiv e ly  e n fo r c e d

4 T he shortcom ings o f  S T E P ’S database and form at for financial reporting  are  d iscussed in R ecom m endation No. 6 in 
the F indings and R ecom m endations section o f  this report.
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related clothing, safety gear, or other item necessary to obtain or retain employment. 
Employment assistance is not covered under any of the six program elements. Therefore, it is 
questionable whether these costs are considered allowable under STEP.

DLWD contends that employment assistance is a type of support service, which is an 
allowable program element. We disagree. STEP was created to fill the training gap left by 
JTPA and was intended to be used as a last resort. DLWD employment assistance activities 
funded, in part, by the federal Wagner Peyser program were available to clients prior to the 
creation of STEP. If STEP was intended to be used for such activities, we believe it would 
have been a specifically allowable program element in statute. However, we do agree with 
DLWD that assessment and counseling activities are essential to the determination of training 
needs, and that resume preparation and similar activities are often the most cost effective 
means of moving a client into employment. As such, DLWD should consider pursuing 
legislation to specifically identify employment assistance as an allowable STEP program 
element.

Administrative costs exceed maximums defined in statute

Alaska statutes provide two separate methods of calculating allowable STEP administrative 
expenditures. AHRIC and DLWD must comply with both. The first, AS 23.15.645(e), 
became effective in FY 97. It defined maximum administrative costs as 20 percent o f STEP 
proceeds (revenue). AS 23.15.645 (e) states:

In making a grant under this section, the council shall require that the qualified entity 
and grantees o f  the qualified entity limit the amount o f the grant proceeds spent on 
administration so that the total spent on administration from the proceeds o f  the 
employment assistance and training program account, including amounts spent by the 
council itself, does not exceed 20 percent. The amount collected and remitted in 
accordance with the shared cost requirements o f the federal office o f Management and 
Budget Circular A-87 entitled “Cost Principles fo r  State and Local Governments” is not 
considered an amount spent on administration under this subsection.

The second, AS 23.15.580(b)(8), became effective in FY 99. It defined maximum 
administrative expenses as 15 percent o f STEP expenditures. AS 23.15.580(b)(8) states:

[the council shall] adopt regulations that set standards fo r  the percentage o f  a grant that 
may be used fo r  administrative costs; the regulations must clearly identify and distinguish 
between expenses that may be included in administrative costs and those that may not be 
included in administrative costs; the percentage allowed fo r  administrative costs may not 
exceed the lesser o f 15% or the amount permitted under the requirements o f a federal 
program, i f  applicable.

In order to comply with the administrative maximum in statute, DLWD began budgeting for 
administrative costs by multiplying the STEP authorization by 20 percent. Our review found 
that STEP administrative expenditures were 14 percent of STEP proceeds in FY 97 and 13 
percent in FY 98, well within the 20 percent maximum defined in statute.
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When AS 23.15.580(b)(8) became effective in FY 99, DLWD failed to recognize that 
compliance now limited administrative costs as a percentage of STEP expenditures rather 
than STEP proceeds. DLWD lapsed significant amounts of training funds, yet spent most of 
its budget for STEP administration. Consequently, administrative costs were 24 percent of 
STEP expenditures in FY 99, 23 percent in FY 00 and 21 percent in FY 01. These 
percentages are far in excess of the 15 percent statutory maximum. See Recommendation 
No. 4 in the Findings and Recommendations section of this report for further discussion.

Testing found no indication of favoritism in awarding grants or referring clients to vendors

We reviewed the procedures used by SDA administrative agencies when awarding STEP 
funds to grantees. Both MOA and BOS used a request for proposal (RFP) process whereby a 
notice is published soliciting grant proposals. Proposals are then reviewed and scored by a 
committee using standard criteria. Proposals with the highest scores are awarded grants 
within the limits of available funding.

We conclude that membership on the proposal review committee represented various 
interests (such as private industry, state agencies, unions, Native organizations, and training 
organizations) with no interest having more than one vote. Proposals were evaluated using 
objective criteria and scoring instruments. Further, the RFP and/or grant notification letters 
informed respondents of the appeal process.

We also tested over 70 client case files and found no indication of favoritism in referring 
clients to specific vendors. According to employment coordinators, STEP is following in the 
path of WIA and moving toward client selection. Making the choice the client’s 
responsibility will help reduce the potential for fraudulent dealings between employment 
coordinators and vendors.

Need and purpose of STEP should be reevaluated in light of changing federal law

The need for STEP was generated by the failure of the federal JTPA program to meet the 
training needs of Alaskans. Our review found that STEP mainly provided employment 
assistance and training for individuals determined ineligible for the federal JTPA program. 
Many people were found ineligible for JTPA because of its restrictive eligibility 
requirements. For example, in order for an individual with no spouse or dependents to be 
found eligible for JTPA, he/she could not have earned more than $5,000 in the past six 
months and had to possess a barrier to employment. Additionally, JTPA would not pay for 
industry-specific training. STEP was needed to fill the training void created by JTPA’s 
restrictive eligibility requirements and its prohibition against funding industry-specific 
training.

In FY 01, WIA replaced JTPA. WIA has much more inclusive eligibility requirements than 
JTPA and allows funding for industry-specific training. Under WIA, an individual with no 
spouse or dependents could earn up to $12,000 and still be eligible. This is over twice
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JTPA’s income threshold. Further, WIA eliminated the eligibility requirement that an 
individual also possess a barrier to employment.

Exhibit 7 summarizes the impact of WIA on STEP caseloads. As expected, employment 
coordinators enrolled fewer clients in STEP due to the availability of WIA. However, clients 
served by grantees increased. SDAs were not requiring STEP grantees to determine whether 
clients are eligible for WIA prior to providing STEP funded services. See Recommendation 
No. 7 in the Findings and Recommendations section of this report for additional discussion 
regarding STEP displacing federal training funds.

In summary, WIA has addressed many of the reasons STEP was created. In our view, the 
purpose of STEP should be reevaluated and the program restructured in order to more fully 
serve to the state’s current training and employment needs.

We compared STEP  caseloads in FY 00 (under JTPA) to FY 01 (under WIA) for BOS 
and HRC which administers STEP  in the Mat-Su area. The comparison shows a 
dramatic decrease in STEP  clients served by employment coordinators.

MOA activity is not included because they did not keep client data that identified 
whether the client was served by an employment coordinator or a grantee/vendor. 
MOA’s total STEP caseload remained stable (387 in FY 00 and 388 in FY 01). HRC 
does not pass through STEP funding to grantees, therefore, its entire caseload is 
served by employment coordinators.

Since W lA ’s eligibility requirements are more inclusive, we expected employment 
coordinators to find fewer clients eligible for STEP during FY 01 than in FY 00. We also 
expected to see a similar decline in STEP  clients served by grantees. However, this 
was not the case in FY 01.

There are two main reasons that STEP  clients served by grantees increased rather 
than decreased. First, BOS administrative staff anticipated a decrease in clients served 
by its employment coordinators and made more of its STEP  funding available to 
grantees. The additional funding allowed grantees to perform more recruitment and 
outreach for the program thus, STEP  clients increased. Secondly, ST EP  grantees were 
not required to determine whether clients were eligible for WIA. New clients were 
therefore funded through STEP, thus increasing the number of clients served by STEP.

Exhibit 7

STEP Caseloads Decrease In FY 01

BOS
Percent

FY 00 FY 01 Change

HRC
Percent

FYOO FY01 Change
Employment Coordinators 677 323 (52%)
Grantees/Vendors 434 707 63%

149 45 (70%)
0 0 0%
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No precise measurement available for STEP and ATVE benefits

The STEP program is based on the premise that training turns UI claimants into UI 
contributors. Each year DLW D’s Research and Analysis (R&A) section produces an annual 
evaluation of the STEP program as required by statute. One of the report’s measures of 
program success is the extent STEP reduces future claims against unemployment. In order to 
calculate the reduction of claims, R&A compares the amount of claims paid to STEP clients 
in the five quarters preceding training to the five quarters post-training.

This methodology may be helpful to DLWD for program management. However, it does not 
provide a precise measurement of the impact of STEP on the UI trust fund which is needed to 
ascertain whether STEP savings to the UI trust fund equal or exceed the cost of the program. 
DLWD’s methodology has several shortcomings. It includes all individuals exiting from the 
STEP program regardless of whether they received training from other training programs. In 
FY 99, approximately 25 percent of people exiting from STEP also exited other training 
programs during the year. DLW D’s method of calculating the reduction of UI claims does 
not take other training programs into consideration and attributes all of the savings to the 
STEP program. This potentially overstates savings.

We also question DLWD’s methodology of comparing the five quarters pre-training to the 
five quarters post-training. This practice produces biased results since people may exhaust 
their eligibility for UI claims and return to the workforce regardless o f training.

Another shortfall to DLW D’s methodology is that the reduction in claims is calculated for 
only one year. However, benefits from training may continue for more than one year. 
Limiting the review to one year understates the resulting savings.

R&A staff stated that the only way to provide a true measurement of UI trust fund savings 
would be to have a control group for comparison. However, in order to obtain a control 
group, eligible Alaskans would have to be assigned to the STEP program randomly while 
others were denied services. R&A staff also stated that the reduction of UI claims is not the 
only impact to the fund that could be attributed to STEP. Another o f STEP’s objectives is to 
attract Alaskan employers through the availability of a skilled workforce. If successful, this 
would increase the taxable wage base and increase both employee and employer 
contributions into the fund.

In summary, it is not possible to precisely measure the impact of STEP on the UI trust fund 
balance. DLWD’s method for calculation does not demonstrate that savings equal or exceed 
the STEP related diversions from the UI trust fund. As discussed below, unless diversions 
from the fund are recouped through savings, employers’ tax rates will eventually increase.

The purpose of ATVE is similar to STEP, yet the magnitude of the financial impact on UI 
trust fund balance is much different. ATVE is funded in the same manner as STEP, a portion 
of employee UI contributions are diverted from the UI trust fund and deposited in to an 
ATVE account. In FY 01, activities funded by ATVE did not result in any direct or 
measurable benefit to the UI trust fund’s balance. This is in contrast to STEP, where at least a
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