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Offered: 4/11/785
Referred: Finance

Original sponsor: Rules/Governor

BY THE COMMUNITY AND REGIONAL
IN THE HOUSE AFFAIRS COMMITTEE

CS FOR ROUSE BILL HO. 139 (C&RA)
in THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: An Act relating to the administration of certain
grants passed by the legislaturei and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.05.316 1is amended to read:

Sec, 37.05.316. GRANTS TO RAWED RECIPIENTS. When an amount is
appropriated or allocated to a department as . grant for a named
recipient that [WRICK] is not a municipality, the department to which
the appropriation or allocation is made shall promptly notify the.
named recipient of the availability of the grant and request the naned
recipient to subnit . proposal to provide the goods or services speci—
fied in the appropriation act [, OR BOTH*] for which the appropriation
or allocation 1is made. At the same tine, the department nay 1issue a
request for proposals from other qualified persons to provide the sane
goods or services [, CP. BOTH*] 1in the* same area. The department shall
award the grant to [CONTRACT WITH] the named recipient unless the
Office of the Governor, with due regard for the [ANY] Ilocal expertise
or experience of [AMONG] those making proposals* determines that nn
award [OF THE CONTRACT] to o different party would better servo the
public interest. If the grant [CONTRACT] .. awarded to a TANOTHER]
party other than that named ., the legislature, the basis of that
action shall be stated in writing at the time the grant is issued and

.,y OF the written statement shall be sent to the Legislative

Budget and Audit Committee. A grant agreement must [CONTRACT SHALL]
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be execttted within .., days after the effective date of the appropria—
tion or allocation. rITfiF. PURCHASE OF THE GOODS OF. SERVICES, OR BOTH,
SHALL BE IN ACCORDANCE KITH AS 37.05.230(1)(B).]

Sec. 2. AS 37.05.318 is repealed and reenacted to read:

Sec. 37.05.318. REGULATIONS. The commissioner of administration
shall adopt regulations to implement the provisions of AS 37.05.315 -
37.05.316. The commissioner of community and regional affairs shall
adopt regulations to implement the provisions of AS 37.05.317. These
regulations must include provisions that establish procedures for the
safekeeping and investment of grant money, the management end disposi—
tion .. property acquired by grant money, and the post audit of grant
transactions. An audit required by these regulations is a cost of the
grant. The regulations adopted under this section nay not interfere

with the implementation of the grant, but shall be designed to prevent

the mismanagement of the grant and the misuse of grant funds.

* Sec. 3. This Act takes effect July 1, 1985.

CSHB
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IS THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: MAn Act relating to the administration of certain

grants passed by the legislature: and providing for

an effective date.”’

IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.05.316 is amended to read:

Sec. 37.05.316. GRANTS TO NAMED RECIPIENTS. Wheu an amount 1is
appropriated or allocated to a department as a grant for a named
recipient which it not a municipality, the department to which the
appropriation or allocation 1is made shall promptly notify the named
recipient of the availability of the grant and request the named
recipient to submit a proposal to provide the goods or services speci—
fied in the appropriation Act [ACT. OR EOTH], for which the appropria—
tion or allocation is made. At the same Clue, the department may
issue a request for proposals from other qualified persons to provide
the game goods or services[f OR BOTH,} 1in the came area. The depart—
ment shall award the grant to [CONTRACT V/T.TH] the named recipieut
unless the Office of the Governor, with due regard for any local
expertise or ..,....... among those making proposals, determines that
an award [OF THE CONTRACT] to a different party would better serve the
public Interest. If the grant [CONTRACT] 1is awarded to another party
than that named by the legislature, the baaia of that action must
[SHALL] be stated 1in writing at the time the grant 1is 1issued and

.,y OF the written statement must [SHALL] be sent to the* Legislative
Budget end Audit Committee. A »rrant agreement must [CONTRACT SHALL]

-1- HB 139
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be executed within 60 days after the effective date of the appropria—
tion or allocation. tTHK PURCHASE OP THE GOODS OR SERVICES, OR BOTH,
SHALL BH 1S ACCORDANCE WITH AS 37.05.230(1)(B).J

Sec. 2, AS 37.05.31S ts repealed and reenacted to read:

Sec. 37.05.313* REGULATIONS. The coramisaioner of administration
shall adopt regulations to implement the provisions of AS 37.05.315 -
37.05.317. These regulations must 1include provisions that establish
procedures for safekeeping and investment of grant money, management
and disposition of property acquired by grant money, and post audit of
grant transactions.

3ec. 3. This Act takes effect July 1, 1985.
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STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

Page 1 of /
REQUEST FISCAL DETAIL
Bill/Resolution No.: Hb 139 Agency Affected: Administration
Title: An Act Relating to the Program Category Affected:
Administration of Certain Grants General Government
Sponsor: Governor BRU, Program or Subprogram”) Affected:
Requestor: General Services & Supply
Date of Request:
EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 86 FYy 87 FY 88 " FY 89 FY 90 Fy 91
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
BOO CONTRACTUAL 0 0 0 0 0 0
400 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE
FUNDING:  (Thousands of Pol ars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0
POSITIONS: 0 0 0 0 0 0
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separatepage if necessary) This Bin recognizes that a grant

is more often akin to a unilateral contract (in that there is no specific performance onthe
State"s part other then the provisionof funding) than it is to a bilateral contract (where
there is an exchange of promises withspecific performance on the part of both parties). This
bill further recognizes that the difference warrants a separate set of procedures under which
the grant will be expended.

Prepared By: Robert j. Link Phone: 465-2250
Division: General Services & Supply V Date:  December 27, 1984
Approved by Commissioner: Lisa Rudd Date: .,/ // /s -

Agency: Department of Administratio

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) 1/11D1/1227-07 Rev. 7/1/84



January 28, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. |IIlI, sec. 18, of the Alaska
Constitution, | am transmitting a bill vrelating to the
administration of certain grants passed by the legisla—
ture.

The bill was requested by the Department of Administration

to provide specific authority to establish a separate

method of administering certain grants to municipalities

under AS 37.05.315, named vrecipients under AS 37.05.316,

and to unincorporated communities under AS 37.05.317.

Under current procedures, all grants are administered by
the Department of Administration 1in the same manner as
professional services contracts. The nature of a grant 1is
more often akin to a unilateral contract than a bilateral

contract. This difference warrants the adoption of a body
of administrative law that sets out the ground rules under
which the grants will be expended. Certainly, this dis—
tinction between a grant and a contract can only be imple—
mented i1f the department has the power to provide for ade—
quate safeguards to assure that grantees and the state

operate in the public interest.

This bill reverses the provisions of AS 37.05.318, to per—
mit the creation of safeguards through the adoption of

administrative regulations. Under existing law, the adop—
tion of regulations to interpret and make specific the
grant statutes 1is prohibited. I know that many members of

the legislature are becoming increasingly alarmed at the



lack of responsiveness of grantees to expeditiously accom-
plish the intent of the legislature. This b ill offers an
opportunity for a change that w ill result in the speedy

accomplishment of legislatively assigned purposes of grant
appropriations.

Sincerely,

B ill Sheffield
Governor



Alaska 1>tate legislature
House of Representatives o

(907)485-48.13

Committ

Community & Regional Affairs

LETTER OF INTENT
for
CSHB 139 (C.R&A)

The House Committee on Community and Regional Affairs has
considered House Bill 139 at length.

During committee discussion the following areas were
considered appropriate for the focus of regulation.

1. Establishment of adequate accounting procedures to
ensure proper documentation of financial activity;

2. Provision of an annual status report on ongoing
projects;

3. Project completion within 7 years, with funds
lapsing after that time subject to reappropriation;

4. Compliance with local and state laws required;

5. Prohibition of discrimination in hiring by
contractors including all constitutional protections
plus prohibition of discrimination based upon political
affiliation or opinions;

6. Funds to be deposited in a federally insured
interest bearing account or federally insured
instrument;

7. Audit requirements; and
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STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE I -S

Revision Date:

Page 1 of /
REQUEST A , | AFISCAL DETAIL
Bill/Resolution No.:L h Q o [IluKn)Agency Affected; Administration
Title: An Act Relating to the ~ J Program Category Affected:
Administration of Certain Grants General Government
Sponsor: Governor BRU, Program or Subprogram!si Affected:
Requestor: General Services & Supply
Date of Request:
EXPENDITURES/REVENUES:  (Thousands of Dollars)
< FY 86 Fy 87 FY 88 FY 89 FY 90 Fy 91
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
S00 CONTRACTUAL 0 0 0 0 0 0
400 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE
FUNDING:  (Thousands of Pol ars)
CENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0
POSITIONS: 0 0 0 0 0 0
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary) This Bin recognizes that a grant

is more often akin to a unilateral contract (in that there is no specific performance on the
State"s part other then the provision of funding) than it is to a bilateral contract (where
there is an exchange of promises with specific performance on the part of both parties). This
bill further recognizes that the difference warrants a separate set of procedures under which

the grant will be expended.

Prepared By: Robert j. Link jx/uecrrry 1 Phone: 465-2250
Division: ceneral Services A Supply V Date:  December 27, 1984
Approved by Commissioner: Lisa Rudd Date: X/, .,/ s -

Agency: Department of Administration”

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) 1/1101/1227-07 Rev* 7/1/84



Alaska State legislature
House of Representatives e
(907) -165-4833

Community & Regional Affairs

LETTER OF INTENT
for
CSHB 139 (CR&A)

The House Committee on Community and Regional Affairs has
considered House Bill 139 at length.

During committee discussion the following areas were
considered appropriate for the focus of regulation.

1. Establishment of adequate accounting procedures to
ensure proper documentation of financial activity;

2. Provision of an annual status report on ongoing
projects;
3. Project completion within 7 years, with funds

lapsing after that time subject to reappropriation;

4. Compliance with local andstate lawsrequired;

5. Prohibition of discriminationin hiring by
contractors including all constitutional protections
plus prohibition of discrimination based upon political
affiliation or opinions;

6. Funds to be deposited in a federally insured
interest bearing account or federally insured
instrument;

7. Audit requirements; and

8. Encouragement of 1-—1



L SHEFFIELD

t.overnot
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S tate of A laska
OFFICE of the governor

J uneau

January 28, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska*“
Constitution, I am transmitting a bill relating to the
administration of certain grants passed by the legisla—
ture.

The bill was requested by the Department of Administration
to provide specific authority to establish a separate
method of administering certain grants to municipalities
under AS 37.05.315, named vrecipients under AS 37.05.316,
and to unincorporated communities under AS 37.05.317.
Under current procedures, all grants are administered by
the Department of Administration 1in the same manner as

professional services contracts. The nature of a grant 1is
more often akin to a unilateral contract than a bilateral
contract. This difference warrants the adoption of a body

of administrative law that sets out the ground rules under
which the grants will be expended. Certainly, this dis—
tinction between a grant and a contract can only be imple—
mented if the department has the power to provide for ade—
quate safeguards to assure that grantees and the state
operate in the public interest.

This bill reverses the provisions of AS 37.05.318, to per—
mit the creation of safeguards through the adoption of

administrative regulations. Under existing law, the adop—
tion of regulations to interpret and make specific the
grant statutes is prohibited. I know that many members of

the legislature are becoming increasingly alarmed at the



lack cf responsiveness of grantees to expeditiously accom-
plish the intent of the legislature. This b ill offers an
opportunity for a change that will result in the speedy

accomplishment of legislatively assigned purposes of grant
appropriations.

Sincerely

/S M<

Bill Sheffield
Governor



BILL SHEFFIELD, GOVERNOR

OFFICE OF TBIE GOVERNOR PONER S Laska 99811
PHONE: 19071 465-3568

OFFICE OF MANAGEMENT AND BUDGET

DIVISION OF MANAGEMENT

April s, 1985

TO ALL INTERESTED PARTIES:

Enclosed is a Notice of Public Hearing and a Proposed
Regulation to implement an audit process that would
allow one audit to cover all State monies received by
an entity. Also enclosed is an explanation of the
single audit and the anticipated impact on the en-
tities and State agencies involved.

The single audit concept is in response to directives
issued by Governor Sheffield in February, 1984, to
coordinate and improve various processes used by the
State to administer grant programs. The directives
from the Governor v/ere based on recommendations from
the Human Service Provider Meetings conducted through-
out the State and recommendations from many local
communities.

A State agency committee composed of the Departments
of Administration, Community and Regional Affairs,
Education, Environmental Conservation, Health and
Social Services, Public Safety, Transportation and
Public Facilities, and the Office of Management and
Budget have worked for the past year to meet Governor
Sheffield's directives and develop methods to meet the
concerns expressed by grantees.

The regulation w ill be adopted under the authority of
the Department of Administration and w ill cover all
financial assistance awarded by the State, regardless
of which State agency negotiated the award agreement.
I have acted as facilitator for the agency committee
and w ill be available to answer questions at the

O ffice or Management and Budget, Pouch AM, Juneau, AK
99811 (phone 465-3568) or at the public hearing.

Sincerely

Linda Delaney
Project Manager

enclosures



NOTICE OF PROPOSED CHANCES IN THE
REGULATIONS OF THE DEPARTMENT OF ADMINISTRATION

Notice is hereby given that the Department of Administration, under the authority vested by
AS 37.05.020 and AS 37.05.030, proposes to adopt regulations 1in Title 2 of the Alaska
Administrative Code dealing with Grant Administration to implement the powers of the Department
to safeguard and account for State money as follows:

Each entity that receives financial assistance from the State does so on the condition that
the expenditures of the entity remain subject to audit. Each entity that is awarded more
than 5300,000 in financial assistance during a fiscal year must prepare and submit to each
grantor agency an annual single financial and compliance audit of all financial assistance
awarded by the State. Each entity that 1is awarded at least $100,000 but not more than
5300,000 in financial assistance during a fiscal year must prepare and submit at least a
biennial single financial and compliance audit of all assistance awarded by the state. The
audit may be requested annually by either the recipient party or the state.

Audits will be conducted by an independent auditor according to Standards for Audit of
Governmental Oroanizations, Programs. Activities and Functions, 1981 revision adopted by
the Comptroller General of the United States, compliance standards approved by a designated
agent of the State of Alaska, and generally accepted auditing standards established by the
American Institute of Certified Fublic Accountants.

Notice is also given that any person interested may present oral or written statements or
arguments relevant to the proposed action at hearings to be held:

Fairbanks, Noel Wien Public Library Auditorium, 1215 Cowles Street, 2 p.m., Monday,
May 6, 1985.

Anchorage, Anchorage Public Schools Administration Building, School Board Meeting Room,
A600 DeBarr Road, 2 p.m., Tuesday, May 7, 1985.

Juneau, Centennial Hall, Hammond Room, 101 Egan Drive, Thursday, May 9, 1965.

Statewide Teleconference, all Legislative Teleconference Centers, 2 p.m., Friday,
May 10, 1985.

Written statements or arguments may also be sent to the Office of Management and Budget, Attn:
Linda Delaney, Pouch AM, Juneau, AK 99811, to be received by the close of business on Tuesday,
May 1A, 1985.

This action is not expected to require an increased appropriation,

Copies of the proposed regulations may be obtained by writing to theOfficeof Management and
Budget at the address listed above.

-
The Department of Administration, upon its own motion or at the instance of any interested
person, may at the hearing or after them, adopt proposals withinthe scope of thisnotice
without further notice or may decide to take no action.

I+

DATE: N S £

Lisa Rudd, Commissioner
Department of Administration
State of Alaska



Register , 1985 ADMINISTRATION 2 AAC 45.010

CHAPTER 45. GRANT ADMINISTRATION.

02 AAC 45.010. AUDIT REQUIREMENTS. (a) Each entity that
receives financial assistance from the state does so on the
condition that the expenditures of the entity remains subject
to audit. Each entity that is awarded more than $300,000 1in
financial assistance during a fiscal year must prepare and sub-—
mit to each grantor agency an annual single financial and com—
pliance audit of all financial assistance awarded by the state.
Each entity that is awarded at least $100,000 but not more than
$300,000 in financial assistance during a fiscal year must pre—
pare and submit at least a biennial single financial and com—
pliance audit of all assistance awarded by the state. The
audit may be requested annually by either the recipient party
or the state.

(b) An audit required by this section shall be conducted
by an independent auditor and must be conducted according to
the following audit standards:

(1) Standards for Audit of Governmental Organiza—
tions, Programs, Activities and Functions, 1981 revision
adopted by the comptroller general of the United States;

(2) compliance standards approved by a designated
agent of the State of Alaska; and

(3) generally accepted auditing standards estab—
lished by the American Institute of Certified Public Account—
ants .

(c) An audit must examine and prepare and report concern—
ing the systems of internal control, systems established to
ensure compliance with laws and regulations affecting the ex—
penditure of state money, financial transactions and accounts,
and an opinion on financial statements. The examination must
determine if:

(1) there is effective control over, and proper ac—
counting for, revenues, expenditures, assets, and liabilities;

(2) the financial statement is presented fairly 1in
accordance with generally accepted accounting principles;

(3 the financial statement contains reliable finan—
cial data and is presented in accordance with the applicable
agreements made with the state; and



Register , 1985 ADMINISTRATION 2 AAC 45.010

) management is using its resources economicall
and efficiently.

e (d An audit required by this section need not evaluate
the performance of the grant program. A program evaluation may
be conducted or requested by the state agency who agreed to
finance the grant program.

(e) All state agencies who provide financial assistance
to an entity must receive the audit in satisfaction of any
audit required by law or regulation if the audit meets the
standards imposed by this section. IfT an additional audit is
necessary to meet the needs of a state agency, the audit work
shall be based on the audit required by this section and be
paid for by the state agency. Audit exceptions noted during an
audit required by this section will be resolved by agreement
between the entity and the grantor state agency.

(f) For the purposes of this section, "financial assis—
tance" means grants, contracts, provider agreements, coopera—
tive agreements, and all forms of financial assistance to a
third party or to a local government including assistance pro—
vided by the state to a third party through a local government.
"Financial assistance”™ does not include direct payments to in—
dividuals in need of public assistance or the purchase of goods
or services for the direct benefit of government. (EfT.

/ [/ ,85, Register )

Authority: AS 37.05.020
AS 37.05.030



Auditing of Financial Assistance
Awarded by the State of Alaska

Summary

Beginning with FY 86 (July 1, 1985), all entities which receive
financial assistance from the State for the provision of
services to the public will be subject to a single audit. The
single audit concept means that entities which receive financial
assistance including grant/contract money will be subject to one
audit that <covers all recipient financial records during the
time period covered by the audit. AlIl State agencies which have
acted as the grantor/ contractor during the specified time
period will be represented 1in the audit and will receive the
audit report.

This procedure 1is in response to requests from grantees to
eliminate the duplicative effort and overlap in audits performed
by various State and federal agencies. Such a system will also
provide a more comprehensive accounting and monitoring of state
monies issued as grants and <contracts and other types of
financial assistance.

Audits will be performed by 1independent auditors hired by the

entity. Financial and compliance guidelines will be issued by
the State to ensure the quality and scope of the audits. These
guidelines are not yet completed but will conform to Standards
For Audit of Governmental Organizations, Programs, Activities,

and Functions, 1issued by the Comptroller General of the United
States. The State requirements will take 1into account the needs
of the various State agencies.

The single audit process will not 1limit the authority of the

agencies to perform audits or other reviews of recipient en-—

tities. However, if audits arranged for by the entities meet
the requirements of the State standards, all State agencies will
accept that audit. IfT any additional financial and compliance

audit work 1is required, it should build upon the work already
completed by the single audit process.

Following 1is an explanation of the single audit concept, the
anticipated impact on State agencies and grantees/contractors,
and an outline of the implementation of the audit process.

Single Audit

A single audit means that all entities awarded State monies will
be required to have those grants/contracts and other types of
financial assistance awards audited when th otal of the awards
reaches a specified dollar amount within a given fiscal year.
One audit, arranged by the entity, will cover a representative
sample of all State dollars awarded and will be conducted under
audit guidelines established by the State.

JK



Beginning with FY 86 awards, all entities awarded $300,000 or
more in State financial assistance to provide a service to the

public v/ill be subject to annual audit. Al entities awarded
$100,000 to $3000,000 w ill be subject to audit on at least a
biennial basis. The Grant Information Data System w ill be
operational by July 1, 1985, and w ill allow easy identification

of entities who meet the award lim its.

This process is modeled after the federal single audit process,
commonly called the "Attachment P" audit. The federal government
has implemented this type of process through federal Office of
Management and Budget Circular 101, Attachment P, for the past
four years. The process became law in late 1984.

Scope of Audit

The audits should determine whether the financial statements of
the entity present fairly the financial position and the results
cf financial operations in accordance with generally accepted
accounting principles. The audit w ill also determine whether
the entity has complied with laws and regulations that may have
a m aterial effect on the financial statements.

The audit should consider whether the entity is managing and
utilizing its resources economically and e fficiently, the causes
of inefficiencies or wuneconomical practices, and whether the
entity has complied with laws and regulations concerning matters
of economy and efficiency.

Analyzing program results achieved through the use of State and
other funds and determining whether the desired results or
benefits established by the legislature are being achieved w ill
be the responsibility of the State agency issuing the financial
assistance, and w ill not be a required part of the audit scope.

Impact on Entities Receiving Financial Assistance

Under the current system, entities may be subject to audit for
each individual grant/contract or other type' of financial
assistance awarded. The single audit process should have a very
positive effect both in dollars saved and administrative time
spent preparing for an audit.

Many e ntities which receive monies from the State are already
subject to the federal single audit requirements because they
receive federal funds. The State audit procedures w ill be
designed to merge with federal procedures so entities w ill be
able to meet all requirements with a single audit activity.

Entities w ill obtain their own audit services so they would be
able to merge any of their own audit needs with State and
federal requirements. It is difficult to determine at this time



the exact impact the single audit process will have on
grant/contract budgets. Audits are normally an allowable cost
of grant/contract budgets and have been included 1in previous
budgets, even though the State has not received a ccpy of the
audits. Audit firms <currently performing the federal single
audits have estimated the addition of State financial/compliance
requirements v/ill increase the total audit cost by ten to twenty
percent the first year and five to ten percent in future years.
Many of the entities already have a yearly audit performed for
their own purposes so any increase is cost should be negligible.

Impact on State Agencies

The single audit process should increase the amount of informa-—
tion available to State agencies regarding the wuse of funds
distributed. Current audit <coverage is limited due to the
availability of State personnel to perform audits. This systenm
should 1increase the audit coverage of State monies distributed
by approximately 80 percent.

All program audit/evaluation responsibilities will remain with
the State agencies. Resolution of audit exceptions v/ill also
remain the responsibility of the agency which negotiated the
agreement covering the exception.

The single audit process does not prevent other auditors fronm

performing financial and compliance audit work. However, any
such efforts should be based on exceptional need and should
build on the work performed 1in the single audit. The cost of

additional audit work is the responsibility of the agency
requesting or performing the work.

Implementation of a Single Audit

In order to initiate a single audit process, a centralized

implementation process will be designed by the State.
Initially, the Office of Management and Budget will serve as the
representative of the appropriate agencies. At a federal level,

this is referred to as cognizant agency responsibility.
The key responsibilities of this oversight role v/ill include:

< Coordinating with State agencies to ensure the audit
needs of each are addressed in the scope of work to be
performed.

0 Notifying entities of the need for audit, audit
requirements, and time table for submission of audits.

< Acting as a liaison between agencies and the entities
and the auditor.
0 Acting as a liaison between the State agencies involved



and the federal cognizant agency.

0 Providing technical advice and assistance to the entity
and the auditor.

0 Reviewing submitted audit reports and distributing such
audit reports to State agencies.

0 Performing quality control reviews of audits to assure
that State standards are being met.

The single audit will apply to all FY 86 financial assistance
awards, meaning all monies issued after July 1, 1985. No audits
will actually take place under this process until after
June 30, 1986; however, State agencies may wish to make use of
the guidelines with any audits performed 1in the interim.

Illustration

Illustration | shows the steps necessary to 1initiate the audit
process. Compliance requirements that are program specific will
need to be supplied by the State agencies. Any such requirements
will be part of the original agreement signed by the State and
the entity receiving the funds.

ILLUSTRATION 1



Illustration 11 shows the process for distributing the audit
agencies. Any audit ex—

results to State grantor/contractor
ceptions should be resolved between the entity and the State

agency 1issuing the grant/contract.

ILLUSTRATION 11
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Sec. 37.05.300. Interpretation of chapter. This chapter shall be
construed as supplemental to all other state laws not in conflict with
it. If a section or part of a section of this chapter is in conflict with
federal requirements for u program for which federal grant-in-aid
funds are available, the rdction or part to the extent of the conflict is
inoperative. (§ 1 art VJ1l ch 82 SLA 1955; am § 18 ch 186 SLA 1957)

Editor’s notes. — For applicability of
IN€ chapter to the University of Alaska,
I'C notes following chaptei heading.

Sec. 37.05.305. Applicability to University of Alaska. The com-
missioner of administration may delegate the performance of the
functions under this chapter as they relate to the university to the
Board of Regents of the University of Alaska and set out the criteria
ana guidelines which shall be followed. The commissioner shall direct
necessary stipulations and exercise monitoring responsibility for con-
formance through the Board of Regents of the University of Alaska.
IS 5 ch 46 SLA 1977)

Legislative history reports. — For (HCSSB 261), see 1977 House Journal, p.
teller of intent on ch. 46, SLA 1977 1019.

Sec. 37.05.310. Fiscal year. The fiscal year of the state begins on
July lofeach year and ends at midnight on the following June 30. The
accounts of the Department of Administration, the Department of
Revenue, and all other state officers whose accounts are in any way
connected with the treasury shall be kept, and all duties performed
with reference to the beginning and ending ofthe fiscal year. (§ 12-4-1
ACLA 1949; am 8 2 art VI ch 82 SLA 1955)

Revisor's notes.

Section 12-4-1 and § 2, ch. 24, SLA 1953 re-enacted
ACLA 1949 wns repealed and re-enacted § 12-4-1 ACLA 1949 aa it appeared in
y » 30, ch. 133, SLA 1951. Section 1. ch. ACLA 1949.

SLA 1953 repealed ch. 133, SLA 1951

Sec. 37.05.315. Grants to municipalities, (a) When an amount is
aPpropriated or allocated as a grant to a municipality, the Department
°f Administration shall promptly notify the municipality of the avail-
fibility of the grant. When the Department of Administration receives
an agreement executed by the municipality which provides that the
Municipality (1) will spend the grant for the purposes specified in the
aPpropriation or allocation; (2) will allow, on request, an audit by the
,taU* of the uses made of the grant; and (3) assures that, to the extent
Nasistent with the purpose of the appropriation or allocation, the

and services provided with the grant will be available for the
the general public, the Department of Administration shall pay
grant directly to the municipality. The agreement executed by a

15
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municipality under this section shall be on )\ li.nn i ...
Department of Administration and shall be exmiii..-
after the effective date of the appropriation or oii<q .

(b) An appropriation or allocation for a pram i« .?
construction of a public facility lapses if substantial. m
the project has not begun within five years alter ik .
the appropriation or allocation.

(c) In acceptinga grantofmoney for construction 11
a municipality covenants with the state that it will oper.i:

tain the facility for the practical life ofthe facility aim ti;;.; m
ipality will not look to the state to operate or maintain t...-

pay for its operation or maintenance. This requirement d.

to a grant of money for repair or improvement of an exi>tir.£l

operated or maintained by the state at the time the gram i*,
if the repair or improvement for which the grant i- m.mr

substantially increase the operating or maintenance ciki» i.. ir» i

(d) Notlessthan 20 percentofa grantshall be paid m a muriini
within 10 days ofthe effective date of the agreement umim e«,,

section. The remainder of the grant shall be paid eiin--

mo

installments equal to the amount of giant money tlu* ii'.utucit_

expended in the previous month orin alump sum as determined by]|
Departmentof Administration. (§ 1ch 156 SLA 1981 aw « ichtl

1982)

Effect of amendments. — The 1982 “the practical lilt* < n.i L. >e4 TXArx&gt
amendment in subsection (a), substituted the municipality” tor r.-1 . ug ijaji
"amount is appropriated or allocal ed” for that it" in subsection ic : ana IJe
"appropriation is made" in the first sen- sentence of subsection if. c* iu-»
tence, inserted "or allocation” in items (1) visions of former sun>nii."i. « 43¢ 5375
and (3) in the second sentence, and added (@), which mav nnv. i- tAngal
"and shall be executed within 60 days after 37.06.316. 37.05.0.V. . . *7t1C3Sa
the effective date of the appropriation or respectively; anti 111 nn-— 12,
allocation” to the end ofthe third sentence; added "under lai of Uhsm-iifi i.i;.»
redesignated the former fourth and fifth of the first sentence, 'mo >m -i.io 1: ui»
sentences of subsection (a) as subsection provisions of former sin. >\ f
(d);inserted "or allocation” in two places in now bo found at me enu = Jflf
subsection (b); substituted "a” for "each” tence of subsection 1. m
preceding "municipality covenants” and 11

H\»

Sec. 37.05.316. Grants to named recipients. When %

appropriated or allocated to a department as a gram nl

recipient which is not a municipality, the department ,

appropriation or allocation is made shall promptly noiity ii

1

recipient of the availability of the grant and request the naim .: 1
ient to submit a proposal to provide the goods or services spent-
the appropriation act, or both, for which the appropriation ora m

is made. At the same time, the department may issue a r.

proposals from other qualified persons to provide the same =
services, or both, in the same area. The department shall comn. -

16
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the named recipient unless the Office ofthe Governor, with due regard
for any local expertise or experience among those making proposals,
determines that an award of the contract to a different party would
better serve the public interest. If the contract is awarded to another
party than that named by the legislature, the basis ofthat action shall
lie stated in writing at the time the grant is issued and a copy of the
written statement shall be sent to the Legislative Budget and Audit
Committee. A contract shall be executed within 60 days after the effec-
tive date of the appropriation or allocation. The purchase of the goods
»r .-urvices. or both, shall be in accordance with AS 37.05.230(1)(C).
:2ch4 SLA 1982)

Sue. 37.05.317. Grants to unincorporated communities. When
an amount is appropriated or allocated as a grant under this section to
an unincorporated community, it shall be disbursed as follows:

11*Within 45 days after the effective date of the appropriation or
allocation, the Department of Community and Regional Affairs shall
notify liie governing body of the unincorporated community, if any,
that a grant is available.

Tiie Department of Community and Regional Affairs shall deter-
mine if there is a qualified incorporated entity in the community area
that will agree to receive the grant and administer it, subject to terms
generally applicable to private grantees. If there is more than one such
entity, the Departmentof Community and Regional Affairs shall select
the most qualified and the grant shall be awarded to that incorporated
entity for the purposes specified in the appropriation act. However, the
Department of Community and Regional Affairs shall give preference
toa nonprofit corporation organized by a community for receipt of the
grant.

‘3> If there is no incorporated entity qualified to receive the grant,
tta Department of Community and Regional Affairs shall administer
the program as specified in the appropriation act directly or through
egents or contractors with whom it may contract in the community
mita- «* 2 ch 4 SLA 1982)

Sec. 37.05.318. Further regulations prohibited. Notwith-
"nding the Administrative Procedure Act (AS 44.62), the Fiscal
Procedures Act (AS 37.05), and the Executive Budget Act (AS 37.07),
- state agency may not adopt regulations or impose additional require-
ments or procedures to implement, interpret, make specific, or
otherwise carry out the provisions of AS 37.05.315 — 37.05.317 unless
'"“uired by the federal government for participation in federal pro-
ems. IS 2ch4SLA 1982)

,.Sec; 37.05.325. Definitions for AS 37.05.315 — 37.05.317. In AS
"-m>315 — 37.05.317, "allocation"” and "appropriation" have the
*'":nings given in AS 37.07.120(2) and (3). (8§ 2 ch 4 SLA 1982)
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Offered: 4/11/85

Referred: Finance
Original sponsor: Rules/Governor
BY THE COMMUNITY AND REGIONAL

IN THE HOUSE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 139 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the administration ofcertain

grants passed by thelegislature; andproviding for

an effective date."
BE IT ENACTED BY THE LEGISLATURF OF THE STATE OF ALASKA:
* Section 1. AS 37.05.316 is amended to read:

Sec. 37.05.316. GRANTS TO NAMED RECIPIENTS. When an amount is
appropriated or allocated to a department as a grant for a named
recipient that [WHICH] 1is not a municipality, the department to which
the appropriation or allocation is made shall promptly notify the
named recipient of the availability of the grant and request the named
recipient to submit a proposal to provide the goods or services speci-
fied in the appropriation act [, OR BOTH,] for which the appropriation
or allocation is made. At the same time, the department may issue a
request for proposals from other qualified persons to provide the same
goods or services [, OR BOTH,] 1in the same area. The department shall
award the grant to [CONTRACT WITH] the named vrecipient wunless the
Office of the Governor, with due regard for the [ANY] local expertise
or experience of [AMONG] those making proposals, determines that an
award [OF THE CONTRACT] to a different party would better serve the
public interest. If the grant [CONTRACT] is awarded to a [ANOTHER]
party other than that named by the Jlegislature, the basis of that
action shall be stated in writing at the time the grant is issued and
a copy of the written statement shall be sent to the Legislative

Budget and Audit Committee. A grant agreement must [CONTRACT SHALL]

-1- CSHB 139 (C&RA)
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11

12

13

14

15

16

be executed within 60 days after the effective date of the appropria-
tion or allocation. [THE PURCHASE OF THE GOODS OR SERVICES, OR BOTH,
SHALL BE IN ACCORDANCE WITH AS 37.05.230(1)(B)-]

Sec. 2. AS 37.05.318 1is repealed and reenacted to read:

Sec. 37.05.318. REGULATIONS. The commissioner of administration
shall adopt regulations to implement the provisions of AS 37.05.315 -
37.05.316. The commissioner of community and regional affairs shall
adopt regulations to implement the provisions of AS 37.05.317. These
regulations must include provisions that establish procedures for the
safekeeping and investment of grant money, the management and disposi-
tion of property acquired by grant money, and the post audit of grant
transactions. An audit required by these regulations is a cost of the
grant. The regulations adopted under this section may not interfere
with the implementation of the grant, but shall be designed to prevent

the mismanagement of the grant and the misuse of grant funds.

* Sec. 3. This Act takes effect July 1, 1985.

CSHB 139 (C&RA) -2-



Introduced: 1/28/85
Referred: Community & Regional
Affairs and Finance

BY THE RULES COMMITTEE BY

1 IN THE HOUSE REQUEST OF THE GOVERNOR
2 HOUSE BILL NO. 139

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the administration of certain
7 grants passed by the legislature; and providing for
8 an effective date."

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

10 * Section 1. AS 37.05.316 is amended to read:

11 Sec. 37.05.316. GRANTS TO NAMED RECIPIENTS. When an amount 1is
12 appropriated or allocated to a department as a grant for a named
13 recipient which is not a municipality, the department to which the
14 appropriation or allocation is made shall promptly notify the named
15 recipient of the availability of the grant and request the named
16 recipient to submit a proposal to provide the goods or services speci-
17 fied in the appropriation Act [ACT, OR BOTH], for which the appropria-
18 tion or allocation is made. At the same time, the department may
19 issue a request for proposals from other qualified persons to provide
20 the same goods or services[, OR BOTH,] in the same area. The depart-
21 ment shall award the grant to [CONTRACT WITH] the named recipient
22 unless the Office of the Governor, with due regard for any local
23 expertise or experience among those making proposals, determines that
24 an award [OF THE CONTRACT] to a different party would better serve the
25 public interest. If the grant [CONTRACT] 1is awarded to another party
26 than that named by the legislature, the basis of that action must
27 [SHALL] be stated in writing at the time the grant is 1issued and a
28 copy of the written statement must [SHALL] be sent to the Legislative
29 Bu-Joet and Audit Committee- A grant agreement must [CONTRACT SHALL]
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11

be executed within 60 days after the effective date of the appropria-
tion or allocation. [THE PURCHASE OF THE GOODS OR SERVICES, OR BOTH,
SHALL BE IN ACCORDANCE WITH AS 37.05.230(1)(B) -]

Sec. 2. AS 37.05.318 is repealed and reenacted to read:

Sec. 37.05.318. REGULATIONS. The commissioner of administrat:on
shall adopt regulations to implement the provisions of AS 37.05.315 --
37.05.317 These regulations must include provisions that establish
procedures for safekeeping and investment of grant money, management
and disposition of property acquired by grant money, and post audit of

grant transactior.

* Sec. 3. This Act takes effect July 1, 1985.

HB 139 o





