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IN 1"1! LEGISLATURE OF THE SIATE OF ALASKA

FOURTEENTH LEGISLATURE - 11RST SESSION
A BILL
For an Act entitled: “"An  Act rel> ing to appointment,

qualifications and duties <cr an interns” auditor within the
Alaska Court System."

BE IT ENACTED JY IHE LEGISLATURE OF ALASKA:

s nLion 1. AS 22.20 is amended by adding a new section to
rend -
mc. 22.20.038. INTERNAL AUDITOR. (a) Appoin Linent. The

uistrativo director shall appoint an internal auditor to
p.ovi E the administrative director with object ive “information to
aecist 1in determining whether Alaska Court System operations arn
adequately controlled and whether the required high degree of

public accountability 1is maintained.

#b) Qualifications. The internal auditor sh 11 o]
curt?fied public accountant of th*“. state, or of another at: *
having requirement®s equivalent to Louse oi this state, W.th at

least throe years of oract.i® -~ in the profession, or the

equivalent, before the appoint ,ent.

() D - jeft. ihe intern- 1 .editor shall have the following

1, To review and ng raise Lk - soundness, adequn - _id
application of accounting, .; -uncial .., operating controls;

2, To usep fta in the extent; of compliance with

es.Lah lisht-i policies, plans nd procedures*

3, fo ascertain the" extent to which court sys L
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assets are accounted for and safeguarded from losses of al
kinds; and
4. To ascertain thereliabil t of accounting and

other data developed within the Alaska Court System.

@ Access to Records. The internal auditor ohaii have
full, free and unrestricted access to all public records, all
activities of the Alaska CourtSystem, all Alaska Court System
property, all Alaska Court System personnel, and all policies,

plans and procedures and records pertaining to expenditures

financed by Alaska Court System funds. This section shall not
authorize the public disclosureof material that 1is confidential
or privileged under " federal bate or local law, court rule or

order, or materials the public disclosure of which c¢c<'n Litutes an
unwarranted 1invasion of personal privacy.

(e Reports. The internal auditor”s conclusions and
recommendstions ..shal 1. be reported promptly in writing to the
administrative director. Copies of reports of the internal
auditor shall be available for public inspection at the office of
the 1internal auditor during regular business hours.

(@) Audit Records. The internal auditor shall keep a
complete file of all audit reports and other reports or releases
issued by the auditor, and a complete Ffile of audit work papers

and ether related supportive material.
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BY THE JUDICIARY COMMITTEE
For the Chief Justice of

IN THE HOUSE the Alaska Supreme Court)

HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the small claims jurisdictional

limitation and the duties of magistrates; ar.d
providing for an effective date,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 22.15.040 is amended to read:

Sec. 22.15.040. SMALL CLAIMS. when a claim for relief does not
exceed $5,000 [$2,000] exclusive of costs, interest and attorney fees,
and request is so made, the district judge or magistrate shall hear
the action as a small claim unless important or unusual points of law
are involved. The supreme court shall prescribe the procedural rules
and standard forms to" assure simplicity and the expeditious handling
of small claims.

Sec. 2. AS 22.15.120 is amended to read:

Sec. 22.15.120. LIMITATIONS ON PROCEEDINGS WHICH MAGISTRATE MAY
HEAR. A magistrate shall preside only in cases and proceedings under
AS 22.15.040, 22.15.100, and 22.15.110, and as follows,

(1) for the recovery of money or damages only when the
amount claimed, exclusive of costs, interest, and attorney fees, does
not exceed $5,000 [$1,000];

(2) for the recovery of specific personal property when the
value of the property claimed and the damages for the detention do not
exceed $5,000 [$1,000];

(3) for the recovery of a penalty or forfeiture, whether
given by statute or arising out of contract, not exceeding $5,000
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[$1,000];

(4) to give judgment witnout action upon the confession of
the defendant for any of the cases specified in thissection, except
for a penaltyor forfeiture imposed by statute;

(5) to give judgment of conviction upon a plea of guilty by
the defendant in a criminal proceeding within the jurisdiction of the
district court;

(6) to hear, try, and enter judgments in all cases
involving misdemeanors, if the defendant consents in writing that the
magistrate may try the case;

(7) to hear, try and enter judgments in all cases ir*olving
infractions under AS 28and violations of ordinances of political
subdivisions® [;

(8) REPEALED]

* Sec. 3. This Act takes effect immediately in accordance with AS 01.-
10.070(c).



ATE OF ALASKA 1985 LEGISLATIVE 3SION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.: 7 Xgency Affected: Alaska Court System
Title: An Act Creating an Program Category Affected:

Internal Auditor Administration of Justice
Sponsor: BRU, Program or Subprogram(s) Affected:
Requestor: Appellate Courts, Trial Courts,
Date of Request: Administration

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 85 FT 86 FY 87 Y &8 FY 89 FY 90
OPERATING

100 PERSONAL SERVICES 85.4 90.5 95.9 101."7 “  107.8
200 TRAVEL 7.5 8.J 8.5 5.0 9.5
300 CONTRACTUAL 3.5 3.7 3.9 4.1 4.3
<o) SUFPLIES 253 2.1 2.2 2.3 2.4
500 EQUIPMENT 7.2
600 LAND 4 STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS

TOTAL OPERATING 105.6 104.3 110.5 117.1 124.0
[ CAPITAL | boooo - ™

| REVENUE | | -

FUNDING: (Thousands of Doll ars)

CENERAL FUND 105.6 104.3 110.5 117.1 124.0
FEDERAL FUNDS

OTHER

TOTAL 105.6 104.3 110.5 117.1 124.0

POSITIONS:

FULL-TIME e 2.0 2.0 2.0 2.0
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By: Robert G. Fisher, Fiscal Officer Phone: 264-0561
Division: Alaska Court System ~ Date: 1/15/85
Approved by ~"mmissicner:_ " Date: 1/15/85
Agency: Alaska Cou/t System

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



ALASKA COURT SYSTEM
FISCAL NOTE ANALYSIS

JUDICIAL INTERNAL AUDITOR

PERSONNEL:
SALARY
INTERNAL AUDITOR (Range 20A) $40,932
ASSISTANT (Range  12B) 24 516
Total Personnel Costs
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT (one-time item: )

TOTAL FY 86 COST

BENEFITS

$11,790
8,116

Subsequent fiscal years adjusted to reflect 6% inflation.

TOTAL
COST

$52,722
32%632
85,354
7,500
3>500
2,000
2,200

$105,554
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A REPORT ON THE
ALASKA COURT SYSTEM

For the Fiscal Year Ended June 30, 1984

Audit Control Number

41-1176-85-F
Chief Justice of the . .
Alaska Supreme Court Jay A. Rabinowitz
Administrative Director Arthur H. Snowden,
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PURPOSE OF THE REPORT

le 24 of the Alaska

In accordance with. the #ro}/isﬁon tCourt System was

Statutes, an examinatio t
conducted to determine:

1. If the financial statements appearing in the State's
Annual Financial Report for the fiscal year ended
June 30, 1984, are fairly presented.

2. If the Alaska Court System has complied with aPpIicabI_e
State statutes and regulations governing fiscal activi-

fres .

s of Ti
Alaska
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ORGrtITIZATIOIl AND FUNCTION

The Alaska Court System _is the Judicial Branch of State
?overnment whose authority is granted under Article 1V of
he Constitution of Alaska and Title 22 of the Alaska

Statutes.
The Court Sa/stem has two major organizational components,

judicial administrative,

Judicial

The apPeIIate courts consist of a five-member Supreme Court

hree-member C ourt of AP peals. The trtal courts in-

cu e superigor courts and rict courts. The trial courts
are organlzed into four eographlc districts. . In each trial
court district the presiding judge 1s responsible for admin-
Istration of the courts in addition to his or her duties as

a judge. Each Rre3|d|ng judge Is assisted by an area court
administrator who supervises’ day to-day court operations.
There are 27 Superior Court judges, 18 District Court judges
and 64 magistrates in 59 locations statewide.

Administrative

The Chief Justice of the Supreme Court is the administrative
head of the Court System. However, by court rule, administra-

tive responsibilities have heen delegated to the Administrative
Director of the courts, _subject to general guidelings set forth
by the Sup eme Court. he dmtntstrattve Dtrector B a33|sted
by a dEuy director for operations a aa guty director for
service Operations iInclude centralized accounting, purchas-
ing and supply, data processing, and electronic engineering.
IServwes COVET per sonnel, magistrate training, and the law

ibraries.

The Court System also includes two indepen en agencies. The
Commission on Judicial Conduct |nvest|ga fl egations of
misconduct by judges, and the Alaska Judic |a Council ma es
recommendations for, ju d|C|aI apgomtments evalu tes judges
gt/%hednt]ng for retention, and conducts studies of he justice

In FY 84, the Court § stem ope r tin _
$36 395,700 and funde 3 tul™time Dositi ns. Ihe Legis-
lature also amended Tltr 22 to add e Sup rigr Court judge
and enacted legislation that moved ertain duties of the
ublic administrator from the Court Sys m Vo a newly-created
fftce of Public Advocacy in the Department of Administration.

budget totalled
¢ Dosition
on
erta
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Court System should improve trust accounting procedures
and should feport trust investment balances.

The Court System has not developed procedures to account for
court-orderéd investment of trust money held pendrnd case
disposition. After a disbursement has been made foTr a trust
investment, no other accountrn% Is made for the investment
asset although 1t remains in the Court's custody. Because
these assets have not been accounted for in the individual
trust account balances, ¥ were not reported as a part of
the total year-end trust ba ance prior to FY 84.

Ithough trust investment transactions represent a relative-
ly small number of Court System transactions, hey represent
a matemal amount of the total trust balance, Reported trust
investments at Jupe 30, 1984, were $2.8 millio Also, if
trust money is reinvested when the investment matures the
transaction is reported as a receipt and dishursement each
time reinvestment occurs. This results in overstatement of

trust activity.

n addition, procedures for |dent|f|cat|on of old or un-
laimed balances have not been implemented. Disposition of
tr ust balance is generally |nruated by court order wrm
e yee requestrnd ayment but In Instances where bail is
rfeited N State or unrcrpal government
does not |n|t|a e actron and trust money may not he trans-
ferred in a timely manner. Trust balances, Should be re-

viewed regularly to ensure prompt disposition,

I
c
a
th
f

Generally accepted accounting principles require all assets,
whether cash or not, to he properly recorded and reported.
The Court System should improve its trust accounting proce-
dures to eliminate overstatement of activity due to rein-
vestment and to provide for timely disposition of old or
unclaimed balances, and it should” develop a system of
accounting for trust investment transactions.  To ensure
that all Tnvestments are reported, investment securities
in the Court's custody should be perrodrcally inventoried,
and inventory records” should be reconciled to accounting

records.
Recommendation No. 2

The Court System should strengthen internal controls and
improve accounting and management procedures.

Internal controls comprise the plan of organization and

the coordination of methods and measures adopted within an
organization to safeguard its assets; check accuracy and

STATE OF ALASKA -5- DIVISION OF LEGISLATIVE AUDIT
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fi
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es,

t

bility of its accountrn% data; promote operational
ency: and encourage adherence to prescriped managerial
les,” admin rstratrve regulations, and applicable stat-

As a matter of coursé, we made a study and evaluation
he internal controls of the Alaska Court” System.

relia
effici
polic
ut
of

Our study and evaluation would not necessarily disclose all
weaknesses in the various systems of the Court System because
It was based on selective tests of the accounting records,
related data, and observations. However, our stidy and
evaluation at the various locations we visited disclosed the
following conditions that we believe to be significant:

1. Accumulated deposits should be transferred from the
Court System's bank account to the Treasury suspense
accountintact in order to provide a clearer audit
trail. All revenues should be properly identified by
source and pro J)tly allocated to the appropriate Court
System codes and accounts in the State accountin
system. The Treasury suspense account balance should
be zero at year end.” Also, because of the volume and
complexity of bank account transactions, procedures
should be” developed to reduce the potential for cleri-

cal errors.

2. Cash control groce urea need to be strengthened Each
cashier should count t err own cash and ‘include a rec-
ord of their counpt with the cash when it is stored in
the safe overnight. All checks should be restrictively
endorsed when they . ae received. Deposits should, be
made promptly and” intact, and du pIrcate bank certified
deposit slips should be returned promptly for compari-
son.  Those Preparrng trust deposits  should not also
be responsible for preparing trust dishursements.

3. The controlled property inventory should be completed
as soon as possible, and inventory records should be
updated and reconciled to State atcounting records.

4, S%/stems analysrs of both mapual and automated procedures

performed to eliminate duplication of effort
whenever possrble. Manual revenue accountrn? in small
courts should be streamlrned Automated systems shouyld
programmed to provide exceJJtron reports” for 1denti-
frcatron of mrssrng or invalid data.

5 The trial courts' accounting manual should be revised
and updated, and all trial Tourt accounting personnel
should be instructed in its use. The manual has not
een updated since 1977.

6. Draft purchasing guidelines should be finalized and
circulated as soof as possible. The Court System has
operated without formal purchasing regulatiors since

STATE OF ALASKA -6- DIVISION OF LEGISLATIVE AUDIT



it was determined to be exempt from Executive Branch
requirements in 1979,

The Court System is a complex environment in which to develop
and maintain a system of internal coptrols. Statewide offices
and two separate major_or?_anlzatlonal components present both

geograPhJcaI and organizational obstacles; interaction between
and “within the components results in a network of relationships
If responsibilities and authority are unclear, lines of communi
cation can break down causing weaknesses in internal control.
The Court System needs to enSure that sound, reliable .internal
controls aré in place and are adhered to at all organizational
levels. A well maintained system of internal contfols, in

conjunction with a clear set” of _accountln% and management
procedures, enhances public confidence and promotes operational
efficiency.

'Recommendation No. 3

The Court System should close out inactive capital projects
and should implement a project accounting system for proj~
ects underway.

In the past five years, the Court SKstem has received apPropria
tions for nine capital projects. Three have been completed and

closed out while six remain. Three of the remaining projects
should be closed out,

1. Fairbanks Court Planning -- $50,000 of the_orl(hunal

FY 81 appropriation was expended in the first
a study of court expansion alternatives; how-
re has” heen no_activity since FY 81. The
alance of $57,532 should be lapsed.

2. Sitka Court Building Remodeling -- $13,500 of the
original $96,000 FY 81 aPpro rlation war expended for
an engineering study, bY' he Department of Tran5ﬁorta-
tion dand Public Facilities (DOTPF)_in FY 81. There
as been no activity since then. "The project balance
of $81,166 should be lapsed.

3. Kotzebue Court Addition - $132,345 was appropriated in
FY 81, of which $104,075 was exBended for “an addition
to the building by DOTPF. The balance of $28,824 was
available for Temodeling to integrate the old and new
%arts of the structure.” The remodeling contragct for
23,863 was increased to $38,334 as a result of 17
change orders during the course or the work. Final
payment has not beeh made because of a_dispute between
the contractor and the Court System. The dispute
should be resolved and fhe project closed out even
though it may result in an overexpenditure of as much
as $10,009.

ST; rE OF ALASKA -7~ DIVISION OF LEGISLATIVE AUDIT



In addition to closing out. the projects mentioned above, the
Court System should esStablish a project accounting system to
improve control over the three projects currently underway.,

It should be structured to account for projects by appropria-
tion, and within aPproprJatLon by contract, so that progress
can be monitored at the individual contract level. his 1s
particularly important when numerous change orders are _
approved as”_they were on the Anchorage and Kotzebue remodeling
projects. On the Anchorage project Some unforeseen costs. were
cha[%ed to a subsequent appropriation for the court building
addition, while some of the costs associated with change or-
ders in Kotzebue have resulted in a potential overexpendi

The project accounting system should also have the capability
to accumulate costs by location which would provide useful
management information on hoth the statewide automated rec-
ords "project and the statewide recording equipment replace-
ment project now_underway. An effectivé project accounting
system would assist managers in planning, monitoring, and
controlling capital projécts.

Recommendation No. 4

Plans for further installation of computers under the state-
wide automated records project should 'be reevaluated and the
system's accounting module should be improved and enhanced.

The Court System received an appropriation for $933,000

in FY 82 for purchase, development, and installation of a
statewide automated records system. Nineteen locations
were to be automated using stand-alone microprocessor-based
computers and a specially modified software packaqe. The

prlmarY_purpose of the project was to eliminate all manual
statistical reporting of case activity and to provide case
indexing and calendaring functions. ‘In addition, all

accounting processes were to he automated.

This system developed from the top down. The c¢hoice of
operating system software was the determining factor in
he choite of hardware and tqgether, softwaré and hardware

—— —

imitations constrained possible applications and output.

n addition, installation and training problems have under-

mined acceptance and full utilization™ of the systems in some

locations.

The accounting module of the Alaska Court Records System

(ACRS) does not provide sufficient accounting information

nor adequate internal controls in the following ways:

1. Trust accounts are maintained manually.

2. Numerical control over receipt number series is not
automateaq.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUOIT



3. Separate daily summaries for trial and traffic trans-
actions are unnecessary.

4.  Daily totals for deposit by bank account are not
provided; instead, ‘totals "are by general category of
revenue or trust.

5. The capability to print monthly summaries for bank
accounpt reco¥1C|?|apt|on has no%l been used.

6. Protection against invalid input is not auequately
programmed in the system.

7. Exception reports showing missing data are not produced.

Some of the w?_aknesses noted can be eliminated bK simple
?rogram modifications; however, the more substantial prob-
ems (e.g., trust accounting) will require detailed analysis
and major changes in the software.

The accounting module was added to the original software
and 1s not well integrated into the system. Accounting
data is stored in the record of actions module, not just in
the accounting module which prints_receipts and lists and
summarizes reteipt transactions. = Thus, it is imporfant for
the record of actions module, which contains case history
information, to he complete and accurate as well. However,
In some locations, staffing limits and high case volume
have slowed data input _or tesulted in partial input of case
information, Also, ACRS was not designed to provide regular
standardized management reports for administrators. In-
stead, ACRS contains a module that allows administrators to
design and produce their own individualized reports. To
date; one area court administrator has done so.

As of August 1, 1984, eleven systems had been installed in
the following locations:

Ketchikan Seward Kodiak Barrow

Sitka Homer Betnel

Valdez Kenal Nome
Ten additional systems have been delivered  to Anchora?e in
anticipation of Installation in Juneau, Fairbanks, Palmer,
and Anchorage. However, plans to ngrade these systems
prior to inStallation have been postponed because”of delays
In development of upgraded software by an outside company:
We recommend that the Court System take this opportunity, to
reassess its plaps and é)erform a comprehensive reevaluation
of Its needs with regard to both the ‘exjisting and proposed

installations. The analysis should begin with an assessment
of user needs. Development of detailed designs for output

STATE OF ALASKA -9- DIVISION OF LEGISLATIVE AUDIT



should be completed before decisions are made to improve or
replace existing software or hardware or to obtain new soft-
ware or hardware. It may be possible to enhance the ACRS
accounting module so that all accounting functigns are fully
automated™in the small courts; however,” the higher volume
courts in Anchorage, Fairbanks, Palmer, Kenai, Juneau,  and
Ketchikan may reqUire major changes in hardware and software
In order to provide the necessary data P_rocessmg support
for both records and accounting applications.

Recommendation No. 5

The Court System should strengthen, expand, and upgrade its
internal audit capabilities.

The role of internal audit is to provide an independent
appraisal activity within an organization for the review of
accounting, financial, and othef operations as a basis for
service to management. It is a managerial control which
functions by measuring and evaluating” the effectiveness of
other controls. It provides assistance to management b
furnishing ob{ectlve appraisals, recommendations, and per-
tinent comments concerning activities reviewed.

As a separate branch of government with approximately 575
emplogees_ in 59 locations statewide and an operating bud?_et
of $36. million in FY 8A, the Court System needs to establish
effective internal audit capabilities,, Currently, the Court
System has one field auditor who is responsible for provid-
ing tralnlnog_ and assistance to accounting Personnel In addi-
tion to auditing duties. Recommendation”Llos. 1 -- A above
point to the need for improvements in trust accounting, .
Internal control FFO]th accounting,, and data processing.

S,
An enhanced internal audit functiop 'would be useful in
developing solutions to these problems,.
In order to provide the separate higher level of control
needed, internal audit should be organizationally indepen
dent and should report to the higheSt administrative level.
Duties should include study and evaluation of internal con-
trols as well as substantive tests of detailed transactions
and performance reviews. . Auditing procedures, documentation,
and reporting should be in accordance with professional
auditing standards, and personnel should have professional
audltlngg expertise, An effective internal audit capahilit
would strengthen the Court System's ability to review its
own operations for the purpose of achieving needed improve-

ments .
Recommendation No. 6

The Court System's unrecorded ljability for judicial retire-
ment contritfutions should be eliminated.
Judicial retirement contributions were not properly recorded

STATE OF ALASKA Ny DIVISION OF LEGISLATIVE AUDIT
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i AUDIT DIVISION
POUCH W
JUNEAU. ALASKA 99811

THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

November 16, 1984

Members of the Leqlslatlve Budget
and Audit Committee

We have examined the General Fund Statement of Revenues --

Budget and Actual, the General Fund Statement of Expendi-
tures and Encumbrances Compared with Appropriations, and
the Statement of Agency Trust Funds for the State of Alaska,
Alaska Court System, for the fiscal year ended June 30,
1984.  Except as set forth in the following paragraph, our
examination was made in accordance with Penerally accepted
auditing standards and, 8cor mg)ﬁ mc(d such tests of
the accounting records and such otner iting procedures

as we considered necessary in the circumstances.

As descrlbed in Note 2 to the f|nan0|al statements, the
Alaska Court S(}/stems accountmg\ record s do not provide
sufficient evidence supportin genc¥ Trust Fund investment
act|vdy to permit the appI|cat|on of adequate auditing
ures.

As discussed in Note 3 to the financial statements, encum-
brances on the General Fupd Statement. of Expenditures and
Encumbrances Compared with Appropriations are overstated

$73,695 or 11 percent.

As discussed in Note 4 to the
Alaska Court System establish
which $194,00071s not adequat
the encumbrance cannot presen
provision for any adjustment
In the financial stafements.

nancial statements, the
an encumbrance for $450,000
supported. The amount of
be determined, and no
t may result has been made

fi
&l
ntl

ths

As noted in the second paragraph, the scope of our work was
not sufficient to enable us to ex ress, and we do not express,
an_opinion on the Statement of enc Trust un s In our
op|n|on, exce%t_ for the matter |scu sed in the third para-
graph, and subject to the effects on the financial statement
of the adjustment, | f ag % might have been reduwed had the
amount of” the encumbran erregd to In the fourth paragraph
been known, the General Fun d Statement of Revenues -- Budget

and Actual and the General Fund Statement of Expenditures and
Encumbrances Compared with Approprlatlons present fairly the



revenues earned, appropriations, expenditures, and encumbrances
for the State of Alaska, Alaska Court System, for the fiscal
year ended June 30, 1954, in conformity "with generally accepted
accounting principles applied on a basis consistent with that
of the preceding year.

. CPA
tive Audit
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STATE OF ALASKA
ALASKA COURT SYSTEM
ENERAL FUND

G UN
STATEMENT OF REVENUES -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 1984

Unrestricted Revenues
Charges for Services

Miscellaneous Revenues
Filing Fees

Total Charges for Services
Fines and Forfeitures

Fines and Forfeitures
Court Cost Recovery

Total Fines and Forfeitures
Other Revenues
Total Unrestricted Revenues
Restricted Revenues
Interagency Revenues

Total Alaska Court System
Revenues

STATE OF ALASKA

-15-

Final
Revised
Budget

3,148,300
105,300

3,253,600
-0-

4,518,400

340,800

$4.859.200

Actual

4,338,991

318,131

$4.657.122

DIVISION OF LEGISLATIVE AUDIT

(179,409)

(22,669)

$(202.078)

% to the Financial Statements are an integral part of this
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STATE OF ALASKA
ALASKA COURT SYSTEM
AGENCY TRUST FUND
STATEMENT OF AGENCY TRUST FUNDS
For the Fiscal Year Ended June 30, 1984

Beginning Ending
o Balance L _ Balance
Description July 1 Additions  Deductions June 30

Alaska Court

System Trust
(Note 2) $6.921.213 $36.790.162 $31.955.388  $7.755.687

The Notes to the Financial Statements are an integral part of this
Statement.
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STATE OF ALASKA

ALASKA COURT SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1984

Note 1 -- Summary of Significant Accounting Policies

Alaska Statute 37.05.150 requires the State of Alaska to
conform to generally accepted accountln?_pr|nC|pIes_(GAAP)
The following is a ‘summary of the significant policies
applicable to the Alaska Court System.

A, Fund Accounting. The State of Alaska maintains its
accounting in daccordance with the principles of fund
accounting. A fund is a fiscal and accounting entity

establishéd by law to segragi.be and account for desig-
nated resources and activities. The Court System's
activities are in the General Fund and the Agency
Trust Fund.

B. Basis of Accounting,  The financial statements are
reported on the modified accrual basis of accounting.
Modifications to the accrual basis are as follows:

1. Revenues for operating programs are recorded on an

accrual basis, except” for Tevenues not susceptible
Fgcgcg{ual which are recorded at the time of
Ipt.

2. Expenditures for operating programs are recorded on
accrual basis, _except for certain types of expenses
which are considered expenditures at the time of

purchase:
a. Inventory type items.
b. Prepaid expenses, such as insurance.

3. Expenditures for caﬁital proﬂects_of the General
Fund are reported on the cash basis (which is not
In accordance vbth GAAP).

C.  Encumbrances. Encumbrance accounting, under which
purchase ordprs, contracts, and other commitments for
the expenditures of mopies are recorded in order to
reserve that portion of the applicable appropriation,
is employed in the General Fund. Encumbrances out-
stand|nq at year-end are reported as reservations of
{?Q%iq?tﬁgges since they are neither *expenditures nor

STATE OF ALASKA -21- DIVISION OF LEGISLATIVE AUDIT



D.  Budgetary Control. Except for Trust Fund_receipts, all
monéy reteived is deposited in the Stafe Treasury, and
may not be expended without aPproprlanon. n appro-
priation i1s an authorization to spend money and incur
obligations. It is a legal limit as to Burpose time,
and amount. Appropriations are enacted by the Legis-

lature and approved by the Governor. Expenditures are

re_ﬁ)orted at the appropriation level to show compliance

with the law.

E.  Interagency R.evenues. |Intrafund (and interfund
reimbyrsements for services provided to other State
agencies are reported as interagency revenues rather
than as reductions in expenditures.” The Court System's
authorizations and estimated revenues were incredsed

In the amount of the reimbursable services agreements.
Note 2 -- Agency Trust Fund

The Court System has not developed procedures to account for
court-qrderéd investment of trust money held pending case
disposition. After a dishursement has been made for a trust
investment no other accoun_tln% is made for the investment
asset although it remains in the Court's custody. Because
these assets” have not beep accounted for in the individual
trust account balances, the¥ were not reported as a part of
the total year-end trust balance prior to FY 84.

The Court System estimated the investments to be approxi-
mately $2.8 million at June 30, 1984, andg regorted his
amount as FY 84 additions and in the ending balance of the
Agency Trust Fund.

Note 3
The Court System established two encumbrances that were not
valid obl|gat|ons t June 30, 1984. Therefore, encumbrances

are overstated by $73,695 or 11 percent on the Statement of
Expenditures and” Encumbrances Compared with Appropriations.

Note 4

The Court S%/stem established an encumbrance for $450,000

to pay courf-appointed attorneys. As of January 15, 1985,
about” $256,000 In billings had been liquidated against the
balance of the encumbrance. There is no attorney billing

system or other support to_substantiate the remdining bal-
ance of the encumbrance. The remaining balance of $194,000
represe 29 p$_rcent of the total outStanding encumbrances

nts
of $669,645 at fiscal year end.
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Alaska (ttourt Rustem

istatr of .Alaska
303 "K" STREET

ARIEHR e N B Chor ANCHORAR Gy ALASKA (907) 27408611

February 1, 1985

Mr. Gerald L. Wilkerson, CPA
Legislative Auditor

Division of Legislative Audit
Budget and Audit Committee
430 C Street, Suite 301
Anchorage, AK 99501

Re: Preliminary Report
Alaska Court System

Dear Mr. Wilkerson:

Below I have listed Court System responses to each of the
recommendations contained in your January 14, 1985 Preliminary Report.

Recommendation No. 1

The Court System should improve trust accounting procedures and should
report trust investment balances.

The Court System is implementing a system of subsidiary ledgers to
properly account for trust iInvestment transactions. This will
eliminate the overstatement of trust activity and will permit the
proper reporting of investments maintained outside of the trust fund

bank accounts. Trust balances will be monitored on a regular basis
and old or unclaimed balances will be disposed of in a systcmat®c
manner .

Recommendation No. 2

The Court System should strengthen internal controls and improve
accounting and management procedures.

The response to this recommendation follows the format of the
Preliminary Report wherein six specific points were raised.
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Mr. Gerald L. Wilkerson
February 1, 1985
Page 2

1. The Court System 1is working with the treasury and the revenue
depository bank to coordinate the transfer of and proper
accounting for revenue transactions.

2. After the trial court accounting r nual 1is re-issued, a re”wud
effort will be taken to assure that the trial courts are f. <%w
ing the specified procedures. The establishment of an inte *1
audit section would greatly improve this function.

3. Property inventory system is fully functional at the present time
and approximately one-half of all existing items have been
entered into t automated system. Physical inventories and
recording of mation has taken place for all items in

Anchorage, and otner locations ariund the state will be completed
during 1985.

4. The Court System will be implementing an extensive systems
analysis of both the manual and automated accounting/information
systems. This analysis will be completed by June 30, 1985.

5. Updates +o0 the trial court accounting manual will be merged into
the main document and this document re-issued by June 1, 1985.

6. The purchasing guidelines draft will be finalized by January 1,
1985, and circulated for final review. Adoption of these guide-
lines is anticipated by March 1, 1985.

In addition to completing the above six items, the Court System will
evaluate its lines of authority and responsibility to assure that the
organization is properly functioning to accommodate the complex and
growing nature of the system.

Recommendation No. 3

The Court System should close out inactive capital projects and should
implement a project accounting system for projects underway.

The Court System has initiated the implementation of project account-
ing systems for current capital projects. Project accounting will be
utilized in all future capital projects.

Following are comments regarding the three inactive capital projects
identified in the letter:

1. Fairbanks court planning - the planning for a new Fairbanks court
facility was initiated in FY 81 with a preliminary feasibility
study. No further work has been done on this project due to the
delays experienced in securing approval and implementing the
major new Ffacility in Anchorage. It is anticipated that the
remaining balance of ~57,532.00 in the Fairbanks court planning
project will be expended in the next 12 months for the purpose of
updating the 1981 study and preparing materials to present to the
Legislature during the 1986 legislative session.
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1. Sitka court building remodeling - the project balance will be
lapsed.

3. Kotzebue ccurt addition - this project will be closed as soon as

an agreement can be reached between the Department of Labor, the
contractor, and the Court System regarding disputes arising in
this project.

Recr mendation No. 4

Plans for further installation of computers under the statewide
automated records project should be reevaluated and the system"s
accounting module should be improved and enhanced.

The ACRS project was initiated in 1981 to implement stand-alone trial
court automation packages in 17 trial courts and the appellate court
clerk®"s office. The goal of this project was and is to improve the
operating efficiency and management of our trial courts in order to
reduce the need for additional clerical personnel as caseloads iIn our
courts continually increase.

The selection of the specific hardware and software to support this
project was based on the following factors:

(1) The package selected would allow us relatively easy program/
record generation capability with limited programming staff;

(@ The package would allow us to easily and quickly modify the
contents of program:/records as field experience dictated without
major reprogramming efforts;

(@) The package provides a relatively simple report generator that
would allow clerks of court to create and process their own
information/management reports;

(4) Source code was available for the package so that it would be
modified by our staff rather than an outside vendor;

(5) Purchase and ongoing costs would be significantly less expensive
than using the state data processing centers to support our
applications around the state; and

(6) It was the most cost effective software/hardware solution to our
project.

To date, 11 trial Court Systems and the appellate court clerk®s system
have been implemented. We believe these systems to be sc-md starting
points for continued development of automated trial Court Systems.

The court system recognizes that while the concept of implementing
stand-alone computer systems in the trial courts of Alaska 1is an
important and valuable step in improving the efficiency of these
courts, prograns implemented to date have not, in some cases, Tfilled
all the needs of these trial courts.
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As discussed in the response to Recommendation No. 2, the Court System
will oe implementing a widespread systems analysis of manual and

automated procedures currently 1in use around the state. It is
estimated that this analysis will require approximately six months to
complete. This analysis 1is particularly important to plans for
computer installations in Anchorage ar.J the other major court
locations. During this period there will be no installation of

additional records systems.
Recommendation No. 5

The Court System should strengthen, expand, and upgrade its internal
audit capabilities.

The Court System concurs with this recommendation and will be intro-
ducing legislation to create an internal audit section functioning
directly under the administrative director. The Court System believes
th".c srch a section could lead to both improvements in the operations
and controls throughout the state as well as develop a system which
lends itself more readily to external audit.

Recommendation No. 6

The Court System®"s unrecorded liability for judicial retirement
contributions should be eliminated.

The sum of $499,400.00 for judicial retirement contributions has been
included in the FY 86 budget request of the Court System. IT these
funds are approved by the Legislature, the Court ystem will dispose
of this liability.

This liability 1is a result of an er -hat occurred during the
closeout of fiscal year 1982. In Ax; .oi 1982 a document in the amount
of $416,100, which covered the Tfinal contributions for FY 82 was
forwarded to Finance. The document reported costs for the period May
16 to June 30, 1982. The contributions were erroneously charged to FY
83 rather than to FY 82. This error was detected shortly after

submission. Upon being informed of the mistake, the Division of
Finance prepared a correction document. For reasons not known to the
court, the correction was not processed. The court attempted to make

an adjustment after the end of the fiscal year. This was not success-
ful. As a result, FY 82 was charged for only ten and one-half month"s
of retirement costs. This created an unreported liability for six
weeks of contributions. The court system lapsed $2,447,900 in FY 82
and, therefore, had sufficient funds to cover the cost of the retire-
ment payments, had the final payment been properly processed.

We appreciate the opportunity to nspond to your recommendations and
comments prior to the formal release of your audit report*.

" A /
Sincerely, / 7/ /

AArthur H. Snowden,® 11
Administrative Director
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