


RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

R E S O L U T I O N  8 6 - 1 8

A  R E S O L U T I O N  O P P O S I N G  T H E  P R O P O S E D  

G R A N T  A D M I N I S T R A T I O N  R E G U I A T I O N S  B Y  T H E  

A L A S K A  D E P A R T M E N T  O F  A D M I N I S T R A T I O N  2 A A C  95.

W H E R E A S ,  t h e  S t a t e  o f  A l a s k a  i s  p r o p o s i n g  r e g u l a t i o n s  d e a l i n g

w i t h  g r a n t  a d m i n i s t r a t i o n ,  a n d

W H E R E A S ,  t h e  p r o p o s e d  g r a n t  r e g u l a t i o n s  w o u l d  b e  a p p l i c a b l e  to  

a ll n o n - p r o f i t  c o r p o r a t i o n s ,  S t a t e  a g e n c i e s ,  p o l i t i c a l  s u b d i v i s i o n s ,  

R e g i o n a l  E d u c a t i o n  A t t e n d a n c e  A r e a s  ( R E A A s ) , C o a s t a l  R e s o u r c e s  S e r v i c e  

A r e a s  ( C R S A s ) , t r a d i t i o n a l  a n d  I R A  c o u n c i l s ,  a n d  f o r - p r o f i t  e n t i t i e s  

a n d  i n d i v i d u a l s  e l i g i b l e  f o r  s t a t e  g r a n t  f u n d s ,  a n d

W H E R E A S ,  t h e  p r o p o s e d  g r a n t  r e g u l a t i o n s  w i l l  i m p o s e

m e a n ' .igless, c o n f l i c t i n g ,  c o s t l y  a n d  i m p r a c t i c a l  r e g u l a t i o n s  o n  t h e

S t a t e  g o v e r n m e n t  i t s e l f  a n d  a l l  g r a n t  r e c i p i e n t s ,  a n d

W H E R E A S ,  t h e  S t a t e  h a s  r e c e n t l y  a d o p t e d  r e g u l a t i o n s  f o r  s i n g l e  

a u d i t  s t a n d a r d s  f o r  a l l  S t a t e  g r a n t s ,  t h e s e  a u d i t  s t a n d a r d s  r e q u i r e  

t h e  g r a n t  r e c i p i e n t s  b e  r e s p o n s i b l e  a n d  a c c o u n t a b l e ,  a n d  t h a t  t h e

g r a n t  f u n d s  a r e  e x p e n d e d  f o r  a n d  c o n s i s t e n t  w i r h  t h e  o v e r a l l  i n t e n t  of  

t h e  g r a n t ,  a n d

W H E R E A S ,  t h e r e  a r e  s i g n i f i c a n t  m e s s a g e s  g i v e n  b y  t h e  S t a t e  of 

A l a s k a  b y  t h e s e  p r o p o s e d  S t a t e  g r a n t  r e g u l a t i o n s  o f  m a j o r  c o n c e r n  to 

t h e  c i t i z e n s  o f  A l a s k a ,  t o  w i t :

a. S t a t e  g o v e r n m e n t  w o u l d  g r o w  in  o r d e r  t o  e f f e c t i v e l y  

a d m i n i s t e r  t h e  d e t a i l s  i n v o l v e d  i n  t h e s e  r e g u l a t i o n s .

b. T r a d i t i o n a l  a n d  I R A  c o u n c i l s  m u s t  o f f e r  a w a i v e r  o f  

s o v e r e i g n  i m m u n i t y  in  o r d e r  to  r e c e i v e  a g r a n t .

c. T h e  S t a t e  l a w s  g o v e r n i n g  e m p l o y e e  p e r s o n n e l  r u l e s  a n d  

c o m p e n s a t i o n  s h o u l d  a p p l y  in all c a s e s  w h e r e  S t a t e  

g r a n t  f u n d s  a r e  u s e d .

d. T h e  S t a t e  w o u l d  h o l d  g r a n t e e s  l i a b l e  f o r  a c t i o n s  

a r i s i n g  f r o m  t h e  a d m i n i s t r a t i o n  o f  S t a t e  g r a n t  f u n d s ,  

e v e n  w h e n  t h o s e  p r o j e c t s  a r e  a d m i n i s t e r e d  o n  b e h a l f  

o f  t h e  S t a t e .



e. T h e  S t a t e ' s  p u r c h a s i n g  p o l i c i e s  a r e  to  s u p e r c e d e  t h e  

p u r c h a s i n g  p o l i c i e s  a p p r o v e d  b y  o r d i n a n c e  b y  l o c a l  

g o v e r n m e n t s .

f. T h e  S t a t e  w o u l d  r e t a i n  t i t l e  to  a n d  c o n t r o l  a l l

i n t e r e s t  in  a n y  r e a l  p r o p e r t y  a c q u i r e d  b y  a g r a n t .

g  T h e  S t a t e  w o u l d  r e c e i v e  t h e  i n t e r e s t  e a r n i n g s  o n

g r a n t  f u n d s  if  t h e s e  i n t e r e s t  e a r n i n g s  a r e  n o t  

u s e d  f o r  s p e c i f i c  p r o j e c t ,  e v e n  t h o s e  p r o j e c t s  

f o r  w h i c h  a g r a n t e e  h a s  f r o n t - e n d e d  t h e  c o s t  o f  

c o n s t r u c t i o n ,  t h u s ,  l o s i n g  i n t e r e s t  e a r n i n g s  o n  

r e c i p i e n t s  f u n d s ,  a n d

W H E R E A S , it  is n o t  in  t h e  b e s t  i n t e r e s t  o f  t h e  c i t i z e n s  o f  t he 

S t a t e  o f  A l a s k a  t o  i n c r e a s e  t h e  c o s t  o f  a d m i n i s t r a t i o n  t h r o u g h  t h e

i m p o s i t i o n  o f  t h e s e  r e g u l a t i o n s ,  a n d  it h a s  b e e n  f o u n d  b y  t h e  

L e g i s l a t u r e  t h a t  t h e  b e s t  i n t e r e s t s  o f  A l a s k a n s  c a n  b e  s e r v e d  b y  u s i n g  

g r a n t  f u n d s  t o  m a x i m i z e  t h e  c o n s t r u c t i o n  f u n d s  o r  p r o g r a m  o p e r a t i n g

f u n d s  a v a i l a b l e ;

J.^W, T H E R E F O R E ,  B E  IT  R E S O L V E D  b y  t h e  A l a s k a  M u n i c i p a l  L e a g u e

that:

S e c t i o n  1 . T h e  A l a s k a  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  w i t h d r a w

t h e  p r o p o s e d  g r a n t  a d m i n i s t r a t i o n  r e g u l a t i o n s .

S e c t i o n  2 . T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  c o n t i n u e  t o  u s e  t h e  

n e w l y  a d o p t e d  r e g u l a t i o n s  f o r  g r a n t  a u d i t s  a s  t h e  m e c h a n i s m  to s e e  t h a t  

t h e  g r a n t  f u n d s  a r e  e x p e n d e d  f o r  a n d  c o n s i s t e n t  w i t h  t h e  o v e r a l l  i n t e n t  

o f  t h e  g r a n t s .

S e c t i o n  3 . C o p i e s  o f  t h i s  r e s o l u t i o n  a r e  t o  b e  s e n t  t o  th e

G o v e r n o r  o f  t h e  S t a t e  o f  A l a s k a ,  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  of 

A d m i n i s t r a t i o n ,  P r e s i d e n t  o f  t h e  S e n a t e ,  a n d  S p e a k e r  o f  t h e  H o u s e .

A d o p t e d  t h i s  1 6 t h  d a y  o f  N o v e m h

L E O  B. R A S M U S S E N ,  P r e s i d e n t



Q U E S T I O N S  A N D  A N S W E R S  R E S P O N D I N G  T O
T H E  H O N O R A B L E  S E N A T O R  E Q N A  D e V R I E S  

R E Q U E S T  OF  D E C E M B E R  18, 1985

1. W h a t  r e q u i r e m e n t s  are m a d e  o f  l o c a l  o f f i c i a l s  b y  the

n e w  r e g u l a t i o n s  c o v e r i n g  a u d i t i n g  c r i t e r i a ,  and h o w  do 

t h ese r e g u l a t i o n s  d i f f e r  f r o m  t h o s e  w h i c h  w e r e  in 

e r f e c t  p r e v i o u s l y ?"

A n s w e r :  E s s e n t i a l l y  t h e r e  are n o  nev; r e q u i r e m e n t s

i m p o s e d  on l o cal o f f i c i a l s  b y  the S i n g l e  A u d i t  r e g u­

la t i o n  e x c e p t  t h a t  g r a n t e e s  m u s t  a r r a n g e  for the a u d i t  

w i t h  an i n d e p e n d e n t  a u d i t o r  t h e m s e l v e s .

In the past, the S t a t e  ( u sually the g r a n t o r  agency) 

a r r a n g e d  for the audit, e i t h e r  by c o n t r a c t  w i t h  an 

i n d e p e n d e n t  a u a i t o r  or w i t h  S t a t e  a u d i t o r s .  Also, in 

the past, t h e s e  S t a t e - a r r a n g e d  a u d i t s  w e r e  l i m i t e d  o n l y  

to the grant(s) f r o m  the S t a t e  a g e n c y  c o n c e r n e d .  This 

o f t e n  r e s u l t e d  in s e v e r a l  d i f f e r e n t  a g e n c y  a-'ditors 

a u d i t i n g  o n l y  t h e i r  o w n  a g e n c y ' s  g r a n t ( s ) .  A t  the same 

time, l o c a l  o f f i c i a l s  c o n t i n u e d  to h a v e  t h e i r  own 

i n d e p e n d e n t  a u d i t o r s  p e r f o r m  f i n a n c i a l  a u d i t s  o v e r  

t h e i r  e n t i r e  f i n a n c i a l  o p e r a t i o n ,  i n c l u d i n g  S t a t e  

g r a n t s .
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"W h a t  a s s i s t a n c e  is p r o v i d e d  l o c a l  g o v e r n m e n t  o f f i c i a l s

in c o m p l y i n g  w i t h  the r e q u i r e m e n t s  o f  the n e w  r e g u­

l a t i o n s ?"

A n s w e r : O M B  h a s  c o n d u c t e d  p r e s e n t a t i o n s  a n d  h e l d  o p e n

q u e s t i o n  and a n s w e r  f o r u m s  on the S i n g l e  A u d i t  w i t h  the 

A l a s k a  J a v c e e s ,  the I n s t i t u t e  of I n t e r n a l  A u d i t o r s ,  the 

A l a s k a  M u n i c i p a l  L e a g u e ,  the M u n i c i p a l  F i n a n c e  O f f i c e r s  

A s s o c i a t i o n ,  a n d  the p r o f e s s i o n a l  a u d i t i n g  c o m m u n i t y  in 

A n c h o r a g e .

In a d d i t i o n ,  w e  h a v e  p r o v i d e d  e i t h e r  a w r i t t e n  or p h o n e  

r e s p o n s e  to a n y  a n d  all q u e s t i o n s  r e c e i v e d  fr o m  

g o v e r n m e n t s ,  a u d i t o r s ,  or g r a n t o r s  r e l a t i n g  to S i n g l e  

Audit. E n c l o s e d  is one e x a m p l e  for the M u n i c i p a l i t y  of  

A n c h o r a g e .

O M B  has a l s o  k e p t  t r a c k  o f  S t a t e  f u nds a w a r d e d  t h r o u g h  

the n e w  G r a n t s  I n f o r m a t i o n  S y s t e m  (GIS) in o r d e r  to 

n o t i f y  l o cal g o v e r n m e n t s  w h e n  the d o l l a r  t h r e s h o l d s  

ha v e  b e e n  r e a c h e d  a n d  a S i n g l e  A u d i t  n i g h t  b e  r e q u i r e d .  

A s  this n o t i f i c a t i o n  w a s  sent, a c o p y  of the r e g u l a t i o n  

w a s  i n c l u d e d  for the g r a n t e e s '  b e t t e r  u n d e r s t a n d i n g .

A  c o p y  of  the r e g u l a t i o n  was a l s o  s e n t  to o v e r  250 

g r a n t e e s  w h e n  the r e g u l a t i o n  w a s  a d o p t e d  in J u l y  1985.
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Fo r  y o u r  i n f o r m a t i o n ,  a c o p y  of  the c o v e r  l e t t e r  sent, 

is e n c l o s e d .

O M B  is a l s o  w o r k i n g  cn in a u d i t  g u i d e  i n c l u d i n g  a 

C o m p l i a n c e  S u p p l e m e n t  to be d i s t r i b u t e d  to e a c h  

g r a n t e e .  T h i s  is i n t e n d e d  to p r o v i d e  a c o m p l e t e  

i n f o r m a t i o n  p a c k a g e  o f  the S i n g l e  A u d i t  p r o c e s s  for use 

b y  g r a n t e e s ,  a u d i t o r s ,  a n d  S t a t e  a g e n c i e s .  A  d r a f t  

c o p y  is e n c l o s e d  for y o u r  i n f o r m a t i o n .  A l t h o u g h  it 

a p p e a r s  a l e n g t h y  d o c u m e n t ,  it is l i k e  a t e l e p h o n e  

d i r e c t o r y ;  e v e r y t h i n g  roust b e  i n c l u d e d  b e c a u s e  t h e r e  is 

n o  w a y  to k n o w  h o w  m u c h  i n f o r m a t i o n  w i l l  be n e e d e d  by  a 

p a r t i c u l a r  g r a n t e e .

3. "W h a t  are the r e t r o a c t i v e  p r o v i s i o n s  o f  the n e w  r e g u­

l a t i o n s ?"

A n s w e r : T h e r e  are no  r e t r o a c t i v e  p r o v i s i o n s .  W e  ha v e  

r e q u e s t e d  t h a t  g r a n t e e s  volu.ttarily m a k e  it r e t r o a c t i v e  

o n l y  t o  J u l y  1, 1985 f r o m  the a c t u a l  e f f e c t i v e  d a t e  of 

A u g u s t  1, 1985, in o r d e r  to c o v e r  the e n t i r e  1986 

f i s c a l  year. In m o s t  cases, the g r a n t e e s  h a v e  c o m p l i e d  

w i t h  t h i s  r e q u e s t — in a fev; cases, t h e y  h a v e  not. T h e  

a d v a n t a g e  o f  the v o l u n t a r y  c o m p l i a n c e  of o n e  m o n t h  is 

t h a t  it d o e s  n o t  l e a v e  a one m o n t h  p e r i o d  th a t  s t ill
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m u s t  b e  a u d i t e d  u n d e r  the o l d  system, w h i l e  the r e m a i n  

ir.g 11 m o n t h s  are a u d i t e d  u n d e r  S i n g l e  Au d i t .

T h e  o n l y  o t h e r  are? t h a t  m i g h t  be "gray" r e l a t e s  to 

S t a t e  f unds a w a r d e d  p r i o r  to the S i n g l e  A u d i t  e f f e c t i v  

date. T h e s e  funds w i l l  b e  s u b j e c t  o n l y  to f i n a n c i a l  

audit, as t h e y  are n o w  u n d e r  the p r e s e n t  system.

E n c l o s u r e s
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#

R e g i s t e r  95, O c t o b e r  19 8 5

A D M I N I S T R A T I O N
2 A A C  4 5 . 0 1 0

2 A A C  is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  45. G R A N T  A D M I N I S T R A T I O N .
S e c t i o n

10. A u d i t  r e q u i r e m e n t s

02 A A C  45.010. A U D I T  R E Q U I R E M E N T S .  (a) As  p a r t  of the 
f i n a n c i a l  i n f o r m a t i o n  r e q u i r e d  u n d e r  A S  3 7 . 0 5 . 0 3 0 ,  a s t a t e  
a g e n c y  t h a t  e n t e r s  in t o  a f i n a n c i a l  a s s i s t a n c e  a g r e e m e n t  to 
p r o v i d e  f i n a n c i a l  a s s i s t a n c e  to an e n t i t y  shall, in c o o r d i n a t i o n  
w i t h  a n y  o t h e r  s t a t e  a g e n c i e s  p r o v i d i n g  f i n a n c i a l  a s s i s t a n c e  to 
th a t  e n t i t y ,  s u b m i t  to the D e p a r t m e n t  o f  A d m i n i s t r a t i o n  t h r o u g h  
the s t a t e  c o o r d i n a t i n g  a g e n c y  an a u d i t  o f  the r e c i p i e n t  e n t i t y  
if th a t  e n t i t y  is s u b j e c t  to a u d i t  u n d e r  (b) of  t h i s  section.
T h e  a u d i t  m u s t  b e  c o n d u c t e d  a n d  s u b m i t t e d  as d e s c r i b e d  in this 
section. In o r d e r  to e n s u r e  c o m p l i a n c e  w i t h  t h i s  s u b s e c t i o n ,  
the a u d i t  r e q u i r e m e n t s  of t h i s  s e c t i o n  m u s t  b e  c o n t a i n e d  in a n y  
f i n a n c i a l  a s s i s t a n c e  a g r e e m e n t  e n t e r e d  i n t o  b y  a s t a t e  agency.

(b) A n  e n t i t y  t h a t  e n t e r s  in t o  a f i n a n c i a l  a s s i s t a n c e  
a g r e e m e n t ,  or a g r e e m e n t s ,  w i t h  a c u m u l a t i v e  t o t a l  of

(1) $ 3 0 0 , 0 0 0  or  m o r e  d u r i n g  a s t a t e  f i s c a l  y e a r  s h all 
s u b m i t  to the s t a t e  coordina.'.ng a g e ncy, w i t h i n  one y e a r  a f t e r  
the end of the a u d i t  p e r i o d ,  an  a n n u a l  a u d i t  r e p o r t  c o v e r i n g  ,,he 
a u d i t  p e r iod; or

(2) at least. $ 1 0 0 , 0 0 0  b u t  less than $ 3 0 0 , 0 0 0  d u r i n g  
e a c h  of two c o n s e c u t i v e  s t ate f i s c a l  y e a r s  s h a l l  s u b m i t  to the 
s t a t e  c o o r d i n a t i n g  a g e n c y

(A) a bi.ennial a u d i t  r e p o r t  c o v e r i n g  the a u d i t  
p e r i o d ,  d u e  w i t h i n  o n e  y e a r  a f t e r  the e n d  o f  the a u d i t  
p e r iod; or

(B) if the r e c i p i e n t  e n t i t y  c h o o s e s ,  or the 
s t a t e  r e q u e s t s ,  an a n n u a l  a u d i t  r e p o r t  c o v e r i n g  the a u d i t  
p e r i o d ,  due w i t h i n  o n e  y e a r  a f t e r  the e n d  o f  the a u d i t  
p e r iod.

(c) A n  a u d i t  r e q u i r e d  b y  this s e c t i o n  m u s t  be c o n d u c t e d  b y  
an i n d e p e n d e n t  a u d i t o r ,  a c c o r d i n g  to t h e  f o l l o w i n g  a u d i t  s t a n­
d a r d s  :

(1) S t a n d a r d s  for A u d i t  of G o v e r n m e n t a l  O r g a n i z a­
tions, P r o g r a m s ,  A c t i v i t i e s  a n d  F u n c t i o n s , 1981 r e v i s i o n  a d o p t e d  
b y  the c o m p t r o l l e r  g e n e r a l  of the U n i t e d  States; or

(2) g e n e r a l l y  a c c e p t e d  a u d i t i n g  s t a n d a r d s ,  as 
a c c e p t e d  b y  the A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n­
tants  on  J u l y  1, 1985, for the e n t i t y  b e i n g  a u dited.
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(d) T h e  a u d i t  r e p o r t  r e q u i r e d  u n d e r  (b) of th i s  s e c t i o n  
m u s t  a d d r e s s  the f o l l o w i n g :

(1) the s y s t e m s  o f  i n t e r n a l  c o n t r o l ,  a n d  w h e t h e r  uhe 
r e c i p i e n t  e n t i t y  has e f f e c t i v e  c o n t r o l  over, a n d  p r o p e r  a c c o u n t­
ing for, r e v e n u e s ,  e x p e n d i t u r e s ,  a s s e t s ,  a n d  l i a b i l i t i e s ;

(2) the s y s t e m s  e s t a b l i s h e d  to e n s u r e  c o m p l i a n c e  w i t h  
s t a t e  s t a t u t e s  a n d  r e g u l a t i o n s ,  a n d  a p p l i c a b l e  f i n a n c i a l  a s s i s­
ta n c e  a g r e e m e n t s ,  a f f e c t i n g  the e x p e n d i t u r e  o f  s t a t e  mo n e y ,  and 
w h e t h e r  tho r e c i p i e n t  e n t i t y  has c o m p l i e d  w i t h  t h o s e  s t a t u t e s ,  
r e g u l a t i o n s ,  a n d  a g r e e m e n t s ;

(3) the r e c i p i e n t  e n t i t y ' s  f i n a n c i a l  t r a n s a c t i o n s ,  
f i n a n c i a l  s t a t e m e n t s ,  and a c c o u n t s ;  w h e t h e r  t h o s e  f i n a n c i a l  
s t a t e m e n t s  a r e  p r e s e n t e d  f a i r l y  in a c c o r d a n c e  w i t h  g e n e r a l l y  
a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ;  a n d  w h e t h e r  t h e  f i n a n c i a l  
s t a t e m e n t s  c o n t a i n  r e l i a b l e  f i n a n c i a l  d a t a  p r e s e n t e d  in a c c o r­
da n c e  w i t h  a p p l i c a b l e  f i n a n c i a l  a s s i s t a n c e  a g r e e m e n t s .

(e) A n  a u d i t  r e p o r t  r e q u i r e d  u n d e r  (b) o f  this s e c t i o n  
n e e d  n o t  e v a l u a t e  the e f f e c t i v e n e s s  o f  a p r o g r a m  f u n d e d  by s t a r e  
f i n a n c i a l  a s s i s t a n c e .  H owever, a p r o g r a m  e v a l u a t i o n  m a y  be 
c o n d u c t e d  or r e q u e s t e d  b y  the s t a t e  a g e n c y  w h i c h  e n t e r e d  into 
the f i n a n c i a l  a s s i s t a n c e  a g r e e m e n t .

(f) A n  a u d i t  r e q u i r e d  b y  this s e c t i o n  m u s t  c o v e r  e i t h e r  
the e n t i r e  o p e r a t i o n s  o f  the r e c i p i e n t  e n t ity, or at the o p t i o n 
of th a t  entity, o n l y  the d e p a r t m e n t s ,  a g e n c i e s ,  or e s t a b l i s h­
me n t s  o f  t h a t  e n t i t y  w h i c h  r e c e i v e d ,  e x p e n d e d ,  or o t h e r w i s e  
a d m i n i s t e r e d  s t a t e  f i n a n c i a l  a s s i s t a n c e  d u r i n g  the a u d i t  p e r i o d .  
T h e  s t a t e  c o o r d i n a t i n g  a g e n c y  m a y  c o n s i d e r  a s e r i e s  of a u d i t s  of 
a r e c i p i e n t  e n t i t y ' s  i n d i v i d u a l  d e p a r t m e n t s ,  a g e n c i e s ,  or e s t a b­
li s h m e n t s  for the sa n e  f i s c a l  y e a r  as a s i n g l e  audit.

(g) A  r e c i p i e n t  e n t i t y  .'..hall p r o v i d e  the s t a t e  c o o r d i n a t­
ing a g e n c y  w i t h  s u f f i c i e n t  c o p i e s  of e a c h  a u d i t  r e p o r t  to a l l o w  
s u b m i s s i o n  o f  a c o p y  to e a c h  s t a t e  a g e n c y  p r o v i d i n g  f i n a n c i a l  
a s s i s t a n c e  to the e n t ity. T h e  s t a t e  c o o r d i n a t i n g  a g e n c y  s h a l l  
d e t e r m i n e  if a u d i t i n g  s t a n d a r d s  h a v e  b e e n  m e t  a n d  w i l l  f o r w a r d  a 
c o p y  of  the a u d i t  to t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  a n d  o t h e r  
a p p r o p r i a t e  s t a t e  a g e n c i e s .  T h e  s t a t e  c o o r d i n a t i n g  a g e n c y  s h a l l  
c o o r d i n a t e  r e s o l u t i o n  of a u d i t  e x c e p t i o n s  a n d  f u r t h e r  a u d i t  w o r k  
in a c c o r d a n c e  w i t h  (h) o f  this section.

(h) U n l e s s  a d d i t i o n a l  a u d i t  r e q u i r e m e n t s  a r c  i m p o s e d  b y  
s t a t e  or f e d e r a l  law, a s t a t e  a g e n c y  t h a t  p r o v i d e s  f i n a n c i a l  
a s s i s t a n c e  to an e n t i t y  s h a l l  a c c e p t  tho a u d i t  r e q u i r e d  by  this 
s e c t i o n  in s a t i s f a c t i o n  of  a n y  o t h e r  a u d i t  requii'cment. If 
a d d i t i o n a l  a u d i t  w o r k  is n e c e s s a r y  to m e e t  the n e e d s  of  a s t a t e  
a g e n c y , the a u d i t  w o r k  m u s t  be b a s e d  on the a u d i t  r e q u i r e d  b y  
th i s  s e c t i o n  a n d  be p a i d  for by the s t a t e  a g e ncy. A u d i t  e x­
c e p t i o n s  n o t e d  d u r i n g  an a u d i t  r e q u i r e d  b y  th i s  s e c t i o n  m u s t  be
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r e s o l v e d  b y  a g r e e m e n t  b e t w e e n  the r e c i p i e n t  e n t i t y  and the s t ate 
a g e n c y  r e s p o n s i b l e  for the f i n a n c i a l  a s s i s t a n c e  a w ard a g r e e m e n t  
involved.

(i) A t h i r d  p a r t y  t h a t  receiver, f i n a n c i a l  a s s i s t a n c e  
t h r o u g h  a r e c i p i e n t  e n t i t y ,  in an a m o u n t  d e s c r i b e d  in (b) of 
this sec t i o n ,  is s u b j e c t  to the a p p l i c a b l e  r e q u i r e m e n t s  of the 
section. A  r e c i p i e n t  e n t i t y  t h a t  d i s b u r s e s  $ 1 0 0 , 0 0 0  or m o r e  in 
s t a t e  f i n a n c i a l  a s s i s t a n c e  to a t h i r d  p a r t y  s h a l l  e n s u r e  t h a t  
the t h i r d  p a r t y  c o m p l i e s  w i t h  the r e q u i r e m e n t s  o f  this section. 
T h a t  r e c i p i e n t  e n t i t y  s h a l l  a l s o  e n s u r e  th a t  a p p r o p r i a t e  c o r r e c­
tive a c t i o n  is t a k e n  w i t h i n  six m o n t h s  a f t e r  a t h i r d  p a r t y ' s  
n o n c o m p l i a n c e  w i t h  an a p p l i c a b l e  s t a t e  s t a t u t e  or r e g u l a t i o n ,  or 
f i n a n c i a l  a s s i s t a n c e  a g r e e m e n t ,  is d i s c l o s e d .

(j) T h i s  s e c t i o n  t a k e s  e f f e c t  on A u g u s t  1, 1985 for an 
e n t i t y  s u b j e c t  ■uo a u d i t  u n d e r  (b) (1) of th i s  s e c t i o n  and w h o s e  
fis c a l  y e a r  e n d o  on or a f t e r  J u n e  30, 1986.

(k) T h i s  s e c t i o n  t a k e s  e f f e c t  or J u l y  1, 1986 for an 
e n t i t y  s u b j e c t  to a u d i t  u n d e r  ( b ) (2) of this sect a n d  w h o s e  
f i s c a l  y e a r  ends on  or a f t e r  J u n e  30, 1987.

(1) For p u r p o s e s  of  this s e c t i o n  if an e n t i t y  has not. 
i d e n t i f i e d  its fi s c a l  year, t h a t  e n t i t y ' s  f i s c a l  y e a r  is J u l y  1 
t h r o u g h  J u n e  30.

(m) F o r  p u r p o s e s  of th i s  s e ction,

(1) "a u d i t  p e r i o d "  m e a n s

(A) for an a n n u a l  a u d i t  u n d e r  ( b ) (1) of this 
s e ction, the r e c i p i e n t  e n t i t y ' s  f i s c a l  y e a r  in w h i c h  the 
e n t i t y  e n t e r e d  i n t o  the f i n a n c i a l  assir tance a g r e e m e n t  or 
a g r e e m e n t s ;

(B) for a b i e n n i a l  a u d i t  u n d e r  ( b ) ( 2 ) (A) of this 
s e ction, the r e c i p i e n t  e n t i t y ' s  two c o n s e c u t i v e  fi s c a l  
y e a r s  in w h i c h  the e n t i t y  e n t e r e d  in t o  the f i n a n c i a l  
a s s i s t a n c e  a g r e e m e n t  or a g r e e m e n t s ;

(C) for an a n n u a l  a u d i t  u n d e r  ( b ) ( 2 ) (B) of this 
section, the r e c i p i e n t  e n t i t y ' s  f i s c a l  y e a r  in w h i c h  the 
e n t i t y  e n t e r e d  in t o  the f i n a n c i a l  a s s i s t a n c e  a g r e e m e n t  or 
a g r e e m e n t s ;

(2) " e ntity" d o e s  nor i n c l u d e  the U n i v e r s i t y  of 
A l a s k a  or a n y  o t h e r  s t a t e  agency;

(3) " f i n a n c i a l  a s s i s t a n c e "  m e a n s  s t a t e  grants, 
c o n t r a c t s ,  p r o v i d e r  a g r e e m e n t s ,  c o o p e r a t i v e  a g r e e m e n t s ,  and all 
forms o f  s t a t e  f i n a n c i a l  a s s i s t a n c e  to an e n t ity, and i n c l u d e s
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all forms of s t a t e  f i n a n c i a l  a s s i s t a n c e  p r o v i d e d  t h r o u g h  an 
e n t i t y  to a t h i r d  party; " f i n a n c i a l  a s s i s t a n c e "  d o e s  n o t  i n c l u d e  
p u b l i c  a s s i s t a n c e  p r o v i d e d  u n d e r  AS  47; n o r  d o e s  " f i nancial 
a s s i s t a n c e "  i n c l u d e  g o o d s  or s e r v i c e s  p u r c h a s e d  for the d i r e c t  
a d m i n i s t r a t i o n  or o p e r a t i o n  of s t a t e  g o v e r n m e n t ;  for a t h i r d  
p arty, " f i n a n c i a l  a s s i s t a n c e "  do e s  n o t  i n c l u d e  g o o d s  p u r c h a s e d  
f r o m  the t h i r d  p a r t y  b y  a r e c i p i e n t  e n t i t y  for the d i r e c t  
a d m i n i s t r a t i o n  or o p e r a t i o n  of  the r e c i p i e n t  entity;

(4) "s t a t e  c o o r d i n a t i n g  a g e n c y "  m e a n s  the O f f i c e  o f  
M a n a g e m e n t  and B u d g e t  (OMB), O f f i c e  o f  the G o v e r n o r ,  or O M B ' s  
d e s i g n e e .  (Eff. 0 8 / 0 1 / 8 5 ,  R e g i s t e r  95 )

A u t h o r i t y :  AS 3 7 . 0 5 . 0 2 0
AS 3 7 . 0 5 . 0 3 0



BILL SHEFFIELD, GOVERNOR

OFFICE OF THE GOVERNOR P O U C H  A M
JUNEAU, ALASKA 99811 
PHONE: (90/) 465-3568

OFFICE OF MANAGEMENT AND BUDGET

DIVISION OF AUDIT & MANA 1EMENT SERVICES

J u l y  11, 1985

To A l l  I n t e r e s t e d  Pa r t i e s :

E n c l o s e d  for y o u r  i n f o r m a t i o n  is a c o p y  of the n e w l y  
a d o p t e d  s t a t e  r e g u l a t i o n  o n  a u d i t s  o f  s t a t e  f i n a n c i a l  
a s s i s t a n c e  (02 A A C  54. 0 1 0 ) .  T h e  S t a t e  C o o r d i n a t i n g  
A g e n c y  d e s i g n a t e d  to a d m i n i s t e r  the r e q u i r e m e n t s  of  
this g r a n t  is the O f f i c e  o f  M a n a g e m e n t  and B u d g e t  
( O M B ) , O f f i c e  of the G o v e r n o r .

An  a u d i t  g u i d e  w i l l  i s s u e d  in the n e x t  few m o n t h s  to 
h e l p  c l a r i f y  a n d  a n s w e r  a n y  q u e s t i o n s  y o u  m a y  h a v e  
r e g a r d i n g  t h i s  n e w  r e g u l a t i o n .  We  w i l l  be h a p p y  to 
send a c o p y  o f  this a u d i t  g u i J e  if y o u  r e q u e s t  it.

If I c a n  be of  a n y  f u r t h e r  a s s i s t a n c e  p l e a s e  c o n t a c t  
m e  in J u n e a u  at 465-3568.

S i n c e r e l y ,

jj/ 5 8 3

E n c l o s u r e

J J D M M  / D Z 5 8 3  / 0 7 / 1 1 / 8 5 /  1
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P O U C H  6-650

A N C H O R A G E . A LA S K A  99502-0650 
(907) 264-6610

TONY KNOWLES. 
M A  YOR

DEPARTM ENT OF FINANCE

Fisca: Administration

O c t o b e r  29, 1 9 8 5

D a v i d  Z u g s b e r g e r  

P r o j e c t  M a n a g e r  

D i v i s i o n  of M a n a g e m e n t  

O f f i c e  o f  M a n a g e m e n t  & B u d g e t  

P o u c h  A U

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  Z u g s b e r g e r :

W e  w o u l d  l i k e  to i n c o r p o r a t e  t h e  p r o p o s e d  a u d i t  of s t a t e  f i n a n c i a l  a s s i s t a n c e  in 

o u r  1 9 8 5  a n n u a l  a u d i t .  O u r  a n n u a l  a u d i t  f o r  t h e  p e r i o d  J a n u a r y  1 t h r u  D e c e m b e r  

31, 1 9 8 5  i n c l u d e s  the C o m p r e h e n s i v e  A n n u a l  F i n a n c i a l  R e p o r t ,  F e d e r a l  S i n g l e  

A u d i t  a n d  F e d e r a l  R e v e n u e  S h a r i n g .  W e  b e l i e v e  it w o u l d  be b e n e f i c i a l  to y o u  

a n d  t h e  M u n i c i p a l i t y  of A n c h o r a g e  to h a v e  a n  a u d i t  of  s t a t e  f i n a n c i a l  a s s i s t a n c e  

a t  t h i s  time. *

O u r  i n d e p e n d e n t  auditors,, P e a t ,  M a i w i c k  w i l l  b e g i n  p r e l i m i n a r y  a u d i t  w o r k  i n  

N o v e m b e r .  B e f o r e  w e  c a n  p r o g r e s s  o n  w o r k  o n  s t a t e  f i n a n c i a l  a s s i s t a n c e ,  we 

n e e d  y o u r  a u t h o r i z a t i o n  to p r o c e e d ,  g u i d a n c e  on c h a r g i n g  g r a n t  a u d i t  c o s t s ,  

a n d  s o m e  q u e s t i o n s  a n s w e r e d .  It w o u l d  a l s o  be h e l p f u l  to h a v e  t h e  a u d i t  g u i d e  

r e f e r e n c e d  i n  y o u r  J u l y  11, 1 9 8 5 ^ 1 e t t e r .

Q u e s t i o n s

1. H o w  is the audi|t w o r k  to be p a i d ?  We r e c o m m e n d  d i s t r i b u t i n g  t h e  c o s t  of 

s t a t e  g r a n t s  a u d i t e d  as a  p r o - r a t e d  d i r e c t  c o s t  I n  t h e  s a m e  w a y  t h a t  c o s t s  

a r e  d i s t r i b u t e d  f o r  t he F e d e r a l  S i n g l e  A u d i t .  R e q u e s t  y o u  a u t h o r i z e  the 

c h a r g i n g  of  a l l  a c t i v e  g r a n t s  f u r  a u d i t  c o s t s .

2. T h e  r e g u l a t i o n  r e q u i r e s  r e c i p i e n t s  of  $ 3 0 0 , 0 0 0  o r  m o r e  in  s t a t e  f u n d i n g  

d u r i n g  a n y  s t a t e  f i s c a l  y e a r  f r o m  A u g u s t  1, 1 9 8 5  o n w a r d  to h a v e  t h e i r  s t a t e  

a s s i s t a n c e  a u d i t e d  f o r  t h e i r  f i s c a l  y e a r s  e n d i n g  J u n e  30, 1 9 8 6  o r  

t h e r e a f t e r .  O u r  f i s c a l  y e a r  s p a n s  t he p e r i o d  of  J a n u a r y  1 t h r o u g h  D e c e m b e r  

31, t h e r e f o r e ,  the M u n i c i p a l  f i s c a l  y e a r  e n d i n g  D e c e m b e r  31, 1 9 8 6  is 

c l e a r l y  s u b j e c t  to t h e  e f f e c t s  of 2 A A C  4 5 . 0 1 0 .  A l t h o u g h  the a u d i t  of 

s t a t e  g r a n t s  a c t i v i t y  w i t h i n  o u r  1 9 8 5  f i s c a l  y e a r  is n o t  r e q u i r e d  by  t he 

r e g u l a t i o n ,  w e  w o u l d  l i k e  F Y 8 5  to be the f i r s t  y e a r  a u d i t e d .  C a n  we 

p r o c e e d  w i t h  t h e  a u d i t  c f  1 9 8 5  s t a t e  g r a n t  a c t i v i t y ?  We  b e l i e v e  a l l  g r a n t  

a c t i v i t y  p r i o r  to 1 9 8 5  : h o u l d  be a u d i t e d  if t he g r a n t  w a s  a c t i v e  In

1 9 8 5  a n d  n o t  p r e v i o u s l y  a u d i t e d ;  d o  y o u  a g ree.
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3. In many instances, the audits are to be performed after the expiration of 
grants so it is essential to allow a grantee to record the anticipated audit 

cost as an accrued liability against the grant fund to be audited. Is it 

necessary to seek amendments to the budget of each currently active state 

grant to allow for the audit effort? Many currently active state grants now 

contain audit requirements at completion. Will the audits performed 

according to the new regulation meet these audit requirements?

4. What constitutes a third party subject to 2 AAC 45.010? Are capital pro­

jects contracts included?

5. How to anticipate the need to have the audit performed should the $100,COO 

to $300,000 or more state funding be received.

6. What budgetary and accounting actions are appropriate to comply with this 

regulation?

7. How should Municipal contracts with sub-recipients address the new 

regulation?

8. May Municipal Internal Audit Office conduct all third party audits? This is 

now the practice with federal grants.

9. What is to be the distribution of third party audit reports?

We would appreciate your responses is soon as possible. If you have any
questions, please contact Jouni A. Aiatervo at 264-6581 or Dennis Ccnfer at

264-6626

Sincerely,

Ba*. U a . H  M W W W f c f c W — .

C h i e f  F i s c a l  O f f i c e r r
DWC/JHA/acm

G8/AAC45.0101

cc: Judith Slajer, Budget Director, OMB
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B a r b a r a  S t e c k e l  
C h i e f  F i s c a l  O f f i c e r  
M u n i c i p a l i t y  of  A n c h o r a g e  
P o u c h  6 - 6 5 0
A n c h o r a g e ,  A K  9 9 5 0 2 - 0 6 5 0  

D e t r  Ms. S t e c k e l :

Fi r s t ,  let m e  e x p r e s s  m y  p l e a s u r e  a t  y o u r  e a g e r n e s s  to v o l u n­
ta r i l y  c o n d u c t  y o u r  19 8 5  a n n u a l  a u d i t  f o l l o w i n g  the n e w  S t a t e  
S i n g l e  A u d i t  r e g u l a t i o n  (2 A A C  45.01o) .

In r e s p o n s e  to y o u r  l e t t e r  o f  O c t o b e r  29, I w o u l d  like t o  t a k e  
e a c h  p o i n t  a n d  answer.

1. Q u e s t i o n :  " H o w  is t h e  a u d i t  w o r k  t o  b e  p a i d ?  Wo  r e c o m m e n d
d i s t r i b u t i n g  t h e  c o s t  o f  s t a t e  g r a n t s  a u d i t e d  as a p r o­
r a t e d  d i r e c t  c o s t  in  the s a m e  w a y  t h a t  c o D t s  are d i s t r i b u t e d  
f o r  t h e  F e d e r a l  S i n g l e  A u d i t .  R e q u e s t  y c u  a u t h o r i z e  the 
c h a r g i n g  o f  a l l  a c t i v e  g r a n t s  for a u d i t  c o s t s . "

R e s p o n s e :  U s i n g  t h e  F e d e r a l  p r o - r a t e d  d i r e c t  c o s t  m e t h o d
is t h e  p r e f e r r e d  wa y ?  h o w e v e r ,  t h i s  m a y  r e q u i r e  c h a n g i n g  
m a n y  e x i s t i n g  g r a n t  a g r e e m e n t s  a n d  o n l y  the g r a n t i n g  
a g e n c i e s  h a v e  a u t h o r i t y  t o  m a k e  s u c h  c h a n g e s .  T o  f a c i l i­
t a t e  s u c h  a p p r o v a l  w h e r e  n e c e s s a r y ,  I w o u l d  f i r s t  n e e d  a 
l i s t  o f  a l l  g r a n t s  b y  a g e n c y  t h a t  y o u  i n t e n d e d  to c h a r g e  
for t h e  a u d i t  co s t s .  T h i s  w o u l d  f a c i l i t a t e  ray c o n t a c t i n g  
t h e  a g e n c i e s  a n d  r e q u e s t i n g  t h e i r  i m m e d i a t e  action. 
U n f o r t u n a t e l y ,  c o n t a c t s ,  a g e n c y  r e v i e w ,  a n d  s u b s e q u e n t  
a p p r o v a l s ,  if g r a n t e d ,  w o u l d  b e  t i m e - c o n s u m i n g .  .

F o r  y o u r  c o n v e n i e n c e  in c o m p i l i n g  t h i s  list, I h a v e  i n c l u d e d  
a l i s t  o f  all g r a n t s  w e  h a v e  (to date) in t h e  G r a n t s  
I n f o r m a t i o n  S y s t e m  (GIS) for t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  
i n  s t a t e  f i s c a l  y e a r s  1 9 8 4  and 1985. I r e c o g n i z e  y o u r  
d i f f e r e n t  f i s c a l  y e a r  and, t h e r e f o r e ,  s o m e  i n f o r m a t i o n  on  
t h e  F Y  1984 G I S  w i l l  b e  o u t s i d e  t h e  s c o p e  o f  y o u r  a u d i t  
p e r i o d .  W e  do  n o t  h a v e  t h e  a b i l i t y  to s e p a r a t e  y o u r  FY 
1984 i n f o r m a t i o n  i n  the G I S  for F Y  1984. In f u t u r e  ye a r s ,  
t h i s  w i l l  b e  p o s s i b l e .
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P l e a s e  a d v i s e  m e  as soon, as p o s s i b l e  so t h a t  w e  c a n  a c c o m­
m o d a t e  y o u r  ne e d s .

Y o u  m i g h t  c o n s i d e r  n o t  c h a r g i n g  a n y  o f  the p r e - S i n g l e  A u d i t  
r e g u l a t i o n  a w a r d s  f o r  t h e  a u d i t  c o s t s .  T h i s  w o u l d  e l i m i­
n a t e  t h e  n e e d  for c h a n g e s  in t h e  o r i g i n a l  a w a r d  a g r e e m e n t s  
a n d  s u b s t a n t i a l l y  s p e e d  u p  y o u r  m o v i n g  f o r w a r d  o n  y o u r  
f i r s t  S i n g l e  Au d i t .

2. Q u e s t ion: "The r e g u l a t i o n  r e q u i r e s  r e c i p i e n t s  o f  $ 3 0 0 , 0 0 0
o r  m o r e  i n  s t a t e  f u n d i n g  d u r i n g  a n y  s t a t e  f i s c a l  y e a r  f r o m
A u g u s t  1, 1985 o n w a r d  to  h a v e  t h e i r  s t a t e  a s s i s t a n c e
a u d i t e d  f o r  t h e i r  f i s c a l  y e a r s  e n d i n g  J u n e  30, 1906 or  
t h e r e a f t e r .  O u r  f i s c a l  y e a r  s p a n s  t h e  p e r i o d  o f  J a n u a r y  1 
t h r o u g h  D e c e m b e r  31; t h e r e f o r e ,  t h e  M u n i c i p a l  f i s c a l  y e a r  
e n d i n g  D e c e m b e r  31, 1936 is c l e a r l y  s u b j e c t  to the e f f e c t s  
o f  2 A A C  45.010. A l t h o u g h  t h e  a u d i t  o f  s t a t e  g r a n t s  
a c t i v i t y  v i t h i n  o u r  19 8 5  f i s c a l  y e a r  is n o t  r e q u i r e d  b y  the 
r e g u l a t i o n ,  w e  w o u l d  l i k e  F Y 8 5  t o  b e  t h e  f i r s t  y e a r  a u d i t e d .  
C a n  w e  p r o c e e d  w i t h  the a u d i t  o f  1985 s t a t e  g r a n t  a c t i v i t y ?  
W e  b e l i e v e  a l l  g r a n t  a c t i v i t y  p r i o r  t o  19 8 5  s h o u l d  b e  
a u d i t e d  if the g r a n t  w a s  a c t i v e  in 19 8 5  a n d  n o t  p r e v i o u s l y  
a u d i t e d ;  d o  y o u  a g r e e ? "

R e s p o n s e : Ag a i n ,  I a g r e e  w i t h  y o u r  a p p r o a c h .  I w o u l d ,
hov7ever, c a u t i o n  y o u  a b o u t  t w o  k e y  items. First, y o u r  
a u d i t o r s  w i l l  b e  f a c e d  w i t h  d e s i g n i n g  a l l  c o m p l i a n c e  
t e s t i n g  a u d i t  s t e p s  d i r e c t l y  f r o m  t h e  g r a n t  a g r e e m e n t s .  A t  
p r e s e n t  I h a v e  n o t  c o m p l e t e d  t h e  S t a t e  C o m p l i a n c e  S u p p l e­
m e n t  and, w h e n  i t  is f i n i s h e d ,  i t  w i l l  n o t  a d d r e s s  g r a n t s  
a w a r d e d  p r i o r  t o  t h e  e f f e c t i v e  d a t e  o f  t h e  S t a t e  S i n g l e  
A u d i t  r e g u l a t i o n .  T h i s  can, t h e r e f o r e ,  r e s u l t  in a d d i­
t i o n a l  c o s t s  for y o u  s i n c e  t h e  S t a t e  w i l l  n o t  b e  r e q u i r i n g  
c o m p l i a n c e  a u d i t i n g  o n  p r e - F Y  1 9 3 5  S t a t e  a w a r d s ,  e v e n  for 
g r a n t e e s  w i t h  t h e  s a m e  f i s c a l  y e a r  as t h e  State.

S e c o n d ,  so m e  S t a t e  a g e n c i e s  n a y  n o t  c o n s i d e r  the a u d i t  w o r k  
c o n d u c t e d  u n d e r  y o u r  a p p r o a c h  to m e e t  t h e i r  ne e d s .  T h i s  is 
b e c a u s e  e a c h  a g e n c y  is p r e s e n t l y  w o r k i n g  w i t h  m e  to c o m­
p l e t e  t h o  S t a t e  C o m p l i a n c e  S u p p l e m e n t .  W h e n  c o m p l e t e d ,  
t h i s  s u p p l e m e n t  is d e s i g n e d  t o  e n c o m p a s s  e a c h  a g e n c y ’s 
b a s i c  a u d i t  n e e d s  f o r  a w a r d s  and, t h e r e f o r e ,  a u d i t s  c o n­
d u c t e d  f o l l o w i n g  i t  s h o u l d  b e  a d e q u a t e .  W i t h o u t  b e n e f i t  o f  
t h e  s u p p l e m e n t ,  a g e n c i e s  m a y  c o n t i n u e  t o  c o n d u c t  a u d i t s  o n  
p r e - 1 9 8 5  a w a r d s  n o t  p r e v i o u s l y  a u d i t e d .

I t e n d  to b e l i e v e  in t h e  a b i l i t y  o f  y o u r  a u d i t o r s  a n d  y o u  
to f o r e s e e  a n d  o v e r c o m e  t h e s e  p r o b l e m s ,  b u t  I c a n n o t  
g u a r a n t e e  t h e y  w i l l  n o t  ax*ise.

O n e  f u r t h e r  i s s u e  t h a t  c o u l d  d e v e l o p  is t h o  a u d i t  i d e n t i­
f i c a t i o n  o f  c o m p l i a n c e  p r o b l e m s  t h a t  w o u l d  n o t  o t h e r w i s e
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h a v e  b e e n  i d e n t i f i e d  h a d  y o u  n o t  v o l u n t a r i l y  i n c l u d e d  
v c u r s e i f  in the S i n g l e  A u d i t .  U n f o r t u n a t e l y ,  in the p a s t  
w h a t  the S t a t e  d i d n ' t  k n o w  w a s n ' t  a  p r o b l e m  i t  h a d  to 
r e s o l v e .  U n d e r  S i n g l e  A u d i t  t h e s e  c o m p l i a n c e  p r o b l e m s ,  if 
any, s h o u l d  b e  m o r e  r e a d i l y  i d e n t i f i a b l e  s i m p l y  f r o m  the 
a d d i t i o n a l  a u d i t  c o v e r a g e  n o t  p o s s i b l e  u n d e r  the p r e s e n t  
Eystem. A d d i t i o n a l l y ,  f i r s t  y e a r  c o m p l i a n c e  a u d i t s  o f t e n  
d i s c l o s e  m a n y  d e f i c i e n c i e s ,  w h i c h  c o u l d  b e  t h e  c a s e  in y o u r  
v o l u n t a r y  f i r s t  year.

3. Q u e s t i o n : "In m a n y  i n s t a n c e s ,  t h e  a u d i t s  a r e  to b e  p e r­
f o r m e d  a f t e r  t h e  e x p i r a t i o n  o f  g r a n t s  so it is e s s e n t i a l  to 
a l l o w  a g r a n t e e  t o  r e c o r d  t h e  a n t i c i p a t e d  a u d i t  c o s t  as an 
a c c r u e d  l i a b i l i t y  a g a i n s t  t h o  g r a n t  f u n d  to b e  a u d i t e d .  Is 
it n e c e s s a r y  t o  s e e k  a m e n d m e n t s  t o  t h e  b u d g e t  of e a c h  
c u r r e n t l y  a c t i v e  s t a t e  g r a n t  t o  a l l o w  for t h e  a u d i t  e f f o r t ?  
M a n y  c u r r e n t l y  a c t i v e  s t a t e  g r a n t s  n o w  c o n t a i n  a u d i t  
r e q u i r e m e n t s  at c o m p l e t i o n .  W i l l  t h o  a u d i t s  p e r f o r m e d

  a c c o r d i n g  to t h e  n e w  r e g u l a t i o n s  m e e t  t h e s e  a u d i t  r e q u i r e­
m e n t s ? "

R e s p o n s e : M y  r e s p o n s e  to Q u e s t i o n  £1 p a r t l y  a n s w e r s  th i s  
q u e s t i o n .  T h a t  is, o n l y  t h e  g r a n t i n g  a g e n c y  can a m e n d  the 
a w a r d  a g r e e m e n t  o r  b u d g e t .  I e m p h a s i s e  w e  w i l l  n e e d  to 
m o v e  as s o o n  as  p o s s i b l e  o n  the l i s t  if y o u  s t i l l  w i s h  to 
p u r s u e  t h i s  c o u r s e .  F o r  m y  p a r t ,  I w i l l  s u p p o r t  y o u r  
p o s i t i o n .

F o r  t h o s e  a c t i v e  o r  c o m p l e t e d  g r a n t s  a w a r d e d  o n  o r  a f t e r  
t h e  e f f e c t i v e  d a t e  o f  t h e  S i n g l e  A u d i t  r e g u l a t i o n s  a n d  
r e q u i r i n g  a u d i t s  a t  c o m p l e t i o n ,  t h e  n e w  S i n g l e  A u d i t  w i l l  
s u p p l a n t  i n d i v i d u a l  a u d i t  r e q u i r e m e n t s  (unl e s s  the a u d i t s  
a r e  f e d e r a l l y  m a n d a t e d ) . F o r  t h o s e  g r a n t s ,  a c t i v e  o r  
c o m p l e t e ,  a n d  a w a r d e d  b e f o r e  the e f f e c t i v e  date, w e  m u s t  
c o n s u l t  w i t h  t h e  g r a n t i n g  a g e n c i e s  f o r  t h e i r  a p p r o v a l  or  
c h a n g e  in  t h e  a u d i t  r e q u i r e m e n t .  Y o u  c o u l d  i d e n t i f y  t h o s e  
a w a r d s  o n  t h e  l i s t  r e f e r r e d  t o  i n  m y  f i r s t  r e s p o n s e .

4. Q u e s t i o n ; " W h a t  c o n s t i t u t e s  a t h i r d  p a r t y  s u b j e c t  to 2 A A C  
4 5 . 0 1 0 ?  A r e  c a p i t a l  p r o j e c t s  c o n t r a c t s  i n c l u d e d ? "

R e s p o n s e ; T h i r d  p a r t i e s ,  as u s e d  i n  2 A A C  45.010, are 
e n t i t i e s  to  w h i c h  y o u  h a v e  a w a r d e d  S t a t e  p r o v i d e d  f i n a n c i a l  
a s s i s t a n c e  a n d  to w h o m  t h e s e  r e g u l a t i o n s  w o u l d  h a v e  a p p l i e d  
if t h e  a w a r d  w a s  m a d e  d i r e c t l y  f r o m  a S t a t e  a g e n c y .

In e s s e n c e ,  if  t h e  M u n i c i p a l i t y  u s e s  S t a t e  f i n a n c i a l  
a s s i s t a n c e  in  a n  a w a r d  to a n o n - s t a t e  e n t i t y  (not i n c l u d i n g  
p u r c h a s e  o f  g o o d s ) , t h e  e n t i t y  a w a r d e d  t h e  f u nds is a 
" t h i r d  p a r t y . "

C a p i t a l  p r o j e c t s  c a n  b e  i n c l u d e d  in th i s  d e f i n i t i o n .
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H o w e v e r ,  s o h i p .  c o n f u s i o n  c o n t i n u e s  t o  b e  c e n t e r e d  a r o u n d  
t h i r d  p a r t i e s  w h o  p e r f o r m  c o n t r a c t  w o r k  for the o r i g i n a l  
g r a n t e e .  F o r  e x a m p l e / p r i v a t e  c o n s t r u c t i o n  c o m p a n i e s  
b u i l d i n g  for y o u  w h i l e  y o u  p a y  w i t h  se m e  f o r m  of S t a t e  
f i n a n c i a l  a s s i s t a n c e .  I n  s u c h  c a s e s  t h e  “t h i r d  p a r t y "  
w o u l d  n o t  h a v e  b e e n  s u b j e c t  to S i n g l e  A u d i t  r e g u l a t i o n s  
and, t h e r e f o r e ,  w o u l d  n o t  b e  as a t h i r d  p a r t y .  You, as t h e  
o r i g i n a l  g r a n t e e ,  h o w e v e r ,  w o u l d  s t i l l  be  r e s p o n s i b l e  for 
c o m p l y i n g  w i t h  t h e  o r i g i na? g r a n t  a g r e e m e n t  t e r m s. Y o u  
a l s o  c o u l d  e x p e c t  t h e  c o n t r a c t o r  to b e  r e s p o n s i b l e  t o  y o u  
for p r o p e r  c o m p l e t i o n  o f  t h e  p r o j e c t .

T h i r d  p a r t i e s  w h o  a c t u a l l y  p r o v i d e  s o m e  direc". s e r v i c e  to 
t h e  p u b l i c — s u c h  as m e d i c a l  c a r e  o r  t r a n s p o r t a t i o n  s e r v i c e s  
w o u l d  a l s o  b e  s u b j e c t  to  t h e  S i n g l e  A u d i t  r e g u l a t i o n s .

If t h o  t h i r d  p a r t y  s h o u l d  q u a l i f y  f o r  a S i n g l e  A u d i t  
b e c a u s e  o f  o t h e r  S t a t e  f i n a n c i a l  a s s i s t a n c e  p r o v i d e d  
d i r e c t l y  f r o m  S t a t e  a g e n c i e s ,  t h e  S t a t e  C o o r d i n a t i n g  A g e n c y  
w i l l  n o t i f y  t h e  t h i r d  p a r t y .  In t h i s  c a s e  the t h i r d  p a r t y  
w o u l d  a c t u a l l y  b e  a g r a n t e e  o f  t h e  S t a t e  w h i l e  a t h i r d  
p a r t y  o r  s u b g r a n t e e  t h r o u g h  you.

U n d e r  the c i r c u m s t a n c e s  d e s c r i b e d  a b o v e ,  t h e  S i n g l e  A u d i t  
r e p o r t  w o u l d  b e  d i s t r i b u t e d  f i r s t  to t h e  S t a t e  C o o r d i n a t i n g  
A g e n c y  a n d  t h e n  t o  you. R e s o l u t i o n ,  if  n e c e s s a r y ,  w o u l d  b e  
c o o r d i n a t e d  t h r o u g h  t h e  S t a t e  C o o r d i n a t i n g  A g e n c y  s i m i l a r  
t o  t h e  r e s o l u t i o n  p r o c e s s  b e t w e e n  S t a t e  a g e n c i e s  a n d  t h e  
g r a n t e e s .

O n e  o t h e r  p o s s i b i l i t y  w o u l d  b e  f o r  a t h i r d  p a r t y  to b e c o m e  
q u a l i f i e d  for the S i n g l e  A u d i t  w i t h  S t a t e  f i n a n c i a l  a s s i s­
t a n c e  p r o v i d e d  t h r o u g h  s e v e r a l  n o n - s t a t e  e n t i t i e s  (for 
e x a m p l e ,  g r a n t s  f r o m  s e v e r a l  c i t i e s ) . U n d e r  t h e s e  c i r c u m­
st a n c e s  t h e  g r a n t e e  p r o v i d i n g  t h e  m o s t  S t a t e  f i n a n c i a l  
a s s i s t a n c e  s h o u l d  a c t  as  t h e  l e a d  i n  n o t i f y i n g  t h e  t h i r d  
p a r t y .  T h e  t h i r d  p a r t y  r e c e i v i n g  t h e s e  " pass t h r o u g h *
S t a t e  f u n d s  is r e s p o n s i b l e  for d e t e r m i n i n g  w h i c h  g r a n t c r  
(city, etc.) is t h e  l e a d  a n d  so n o t i f y i n g  the l e a d  o f  t h i s  
d e t e r m i n a t i o n .  T h e  r o l e  o f  "lead" is e s s e n t i a l l y  t h e  s a m e  
as w h e n  a t h i r d  p a r t y  r e c e i v e s  a l l  it3 S t a t e  f u n d s  f r o m  a 
s i n g l e  n o n - s t a t e  a g e n c y .

5. Q u e s t i o n t " H o w  t o  a n t i c i p a t e  t h e  n e e d  to h a v e  the a u d i t  
p e r f o r m e d ,  s h o u l d  t h e  $ 1 0 0 , 0 0 0  t o  $ 3 0 0 , 0 0 0  o r  m o r e  s t a t e  
f u n d i n g  b e  r e c e i v e d . "

R e s p o n s e  t A l t h o u g h  the f i n a l  r e s p o n s i b i l i t y  for a r r a n g i n g  
for the a u d i t  r e s t s  w i t h  t h e  g r a n t e e ,  the S t a t e  c o o r d i n a t­
ing  a g e n c y  (OMB) w i l l  n o t i f y  e a c h  g r a n t e e  as s o o n  a s  t h e  
$ 1 0 0 , 0 0 0  t h r e s h o l d  is r e a c h e d .
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T o  d o  th i s  w e  w i l l  b o  r e l y i n g  o n  tho r.ewly-creared Grists 
I n f o r m a t i o n  S y s t e m  (GIS) v/hich wan d e s i g n e d  t o  r i c c r :  g r a f t  
a m o u n t s  p r o v i d e d  f r o m  a l l  s o u r c e s  in tho S t a t e  to cz_t". 
g r a n t e e .  S i n c e  t h i s  s y s t e m  r e q u i r e s  e a c h  g r a n t i n g  agency 
n o  a c c u r a t e l y  r e c o r d  its g r a n t s ,  s/e a r e  dependent: c m  inch 
a g e n c y  to k e e p  t h o  s y s t e m  t i m e l y  a n d  h e n c e  seme- d e l a y s  a r e  
i n e v i t a b l e .  S o m e  i n a c c u r a c i e s  m a y  a l s o  o c c u r  in t h e  I I S , 
g o  n o t i f i c a t i o n  c o u l d  be  m i s s e d .  F i n a l l y ,  G I S  v i i L  rat bie 
of  m u c h  h e l p  to g r a n t e e s  w h o  a r e  a w a r d e d  the $ 1 1 0 , C G I  or 
m o r e  d u r i n g  the l a s t  m o n t h  of the f i s c a l  y e a r .  In rtca 
c a s e s ,  e v e n  t h e  S t a t e  w o u l d n ' t  k n o w  if a g r a n t e e  w o u l d  b e  
i n c l u d e d  u n t i l  l a t e  y e a r - e n d  o r  after.

6. Q u e s t i o n: "r,-7hat b u d g e t a r y  a n d  a c c o u n t i n g  a c t i o n s  a r e  
a p p r o p r i a t e  to c o m p l y  w i t h  t h i s  r e g u l a t i o n ? "

R e s p o n s e : T h e r e  a r e  t w o  i s s u e s  c o v e r e d  in y c u r  q u e s t i o n .
T h e  f i r s t  d e a l s  w i t h  w h a t  is n e e d e d  to m e e t  t h e  grar:t 
c o m p l i a n c e  r e q u i r e m e n t s — t h e  s e c o n d  is w h a t  e t h e r  bmi.gatin.c- 
w i l l  b e  n e c e s s a r y .

S i n c e  t h e  f i r s t  w i l l  b e  a d d r e s s e d  in t h e  C o m p l i a n c e  Iippia.—  
m e n t  (not y e t  c o m p l e t e d )  and, o v e n  w h e n  c o m p l e t e d ,  v t l i  net. 
a d d r e s s  p r e - S t a t e  F Y  1986 g r a n t s ,  I c a n  o n l y  r efer y c :  to 
e x i s t i n g  S t a t e  law, r e g u l a t i o n s ,  a n d  s p e c i f i c  e v a r d  -rrce­
m e n t  f o r  t h e i r  s p e c i f i c  c o m p l i a n c e  r e q u i r e m e n t s .

T h e  i s s u e  o f  o t h e r  b u d g e t i n g  a r r a n g e m e n t s  is ccttirjtett c u  
S t a t e  g r a n t i n g  a g e n c i e s  * w i l l i n g n e s s  to p e r m i t  change-: in 
e x i s t i n g  a g r e e m e n t s .  T h i s  w a s  f u r t h e r  e x p l a i n e d  i n  ry 
respouse, t o  y o u r  Q u e s t i o n  #1.

7. Q u e s t i o n : " H o w  s h o u l d  M u n i c i p a l  c o n t r a c t s  w i t h  s u b -
r e c i p i e n t s  a d d r e s s  t h e  n e w  r e g u l a t i o n ? "

R e s p o n s e : M y  s u g g e s t i o n  is to m a k e  t h o  r.ew S i n g l e  A m b i t
r e q u i r e m e n t  a p a r t  o f  y o u r  a w a r d  a g r e e m e n t  w i t h  t h e  n b -  
r e c i p i e n t .  I n  t h i s  way, t h e  s u b - r e c i p i e n t  w i l l  b e  -ware c i  
t h e  S i n g l e  A u d i t  r e q u i r e m e n t  a n d  h i s / h e r  r e s p o n s i b i l i t y  
u n d e r  it. I n c l u d i n g  a c o p y  o f  the S i n g l e  A u d i t  regulation:
in i n i t i a l  a w a r d  a g r e e m e n t s  c a n  s u p p l e m e n t  t h e  croce-xi.

8. Q u e s t i o n : " M a y  M u n i c i p a l  I n t e r n a l  A u d i t  O f f i c e  c o n d u c t  n~~
t h i r d - p a r t y  a u d i t s ?  T h i s  is n o w  t h e  p r a c t i c e  v r t h  federal, 
g r a n t s . "

R e s p o n s e : S i n c e  m y  d e s i r e  is to p a r a l l e l  t h e  r e d e r s l
SingJ.e A u d i t  w i t h  o u r s  as c l o s e l y  as p o s s i b l e ,  I bftl_»ve 
y o u r  i n t e r n a l  a u d i t o r s  c o u l d  c o n d u c t  t h e  t h i r d - t a r t y  
a u d i t s .  H o w e v e r ,  p l e a s e  r e m e m b e r  t h e s e  a u d i t s  n u s t  ftllcsr 
t h e  "S t a n d a r d s  f o r  A u d i t  o f  G o v e r n m e n t a l  Crcar.i rat re: a , 
P r o g r a m s ,  A c t i v i t i e s ,  a n d  F u n c t i o n s ?  19 8 1  Revir-z.cn'*, 75
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i s s u e d  b y  t h e  C o m p t r o l l e r  G e n e r a l  o f  t h e  U n i t e d  S t a tes. 
W i t h i n  t h e s e  s t a n d a r d s  a r e  t h e  G e n e r a l  S t a n d a r d s  for: [ 1 )
Q u a l i f i c a t i o n s ,  (2) I n d e p e n d e n c e ,  (3) D u e  P r o f e s s i o n a l  
Ca re, a n d  (4) S c o p e  I m p a i r m e n t s .  If, a f t e r  c a r e f u l  r e v i e v  
of t h e s e  s t a n d a r d s ,  y o u r  i n t e r n a l  a u d i t o r s  m e e t  t h e s e  
s t a n d a r d s ,  t h e y  n a y  c o n d u c t  t h e  audits.

9. Q u e s t i o n : " W h a t  is t o  b e  the d i s t r i b u t i o n  of  t h i r d - p a r r y

a u d i t  r e p o r t s ? "

R e s p o n s e : Y o u  s h o u l d  r e c e i v e  t h e  a u d i t  r e p o r t  f i r s t  sir.ee
y o u  are r e s p o n s i b l e  f o r  t h e  a w a r d  a g r e e m e n t  a n d  r e s o l v i n g  
a n y  a u d i t  d i s c r e p a n c i e s .  T h e  S t a t e  a g e n c y  t h a t  o r i g i n a l l y  
p r o v i d e d  t h e  f i n a n c i a l  a s s i s t a n c e  t o  y o u  a l s o  h a s  a n  
i n t e r e s t  in b o t h  the a u d i t  a n d  the r e s o l u t i o n  p r o c e s s  a r c  
t h e r e f o r e  s h o u l d  b e  p r o v i d e d  a c o p y  t h r o u g h  t h e  S t a t e  
C o o r d i n a t i n g  A g e n c y  (OMB) . Y o u  c a n  t r e a t  t h i s  d i s t r i b u r d s n  
s i m i l a r  t o  t h e  d i s t r i b u t i o n  y o u  m a k e  for y o u r  S i n g l e  Audir,
i.e., c o p i e s  for O M B  a n d  e a c h  S t a t e  g r a n t o r  a g e n c y .

In a d d i t i o n ,  a s u m m a r y  o f  t h e  r e s o l u t i o n s ,  if any, s h o u l d
b e  f o r w a r d e d  to O M B  f o r  a s i m i l a r  d i s t r i b u t i o n .  T h i s  
s c h e d u l e  w i l l  b e  d i s c u s s e d  f u r t h e r  in l a t e r  O M B  p r o n o u n c e­
m e n t s  o n  t h e  S i n g l e  A u d i t .

T h e  q u e s t i o n s  y o u  r a i s e d  w e r e  g o o d  ones. If y o u  h a v e  n o  o b­
jec ti o n ,  I w o u l d  l i k e  t o  s h a r e  y o u r  l e t t e r  a n d  m y  r e s p o n s e s  v i u  
o t h e r s  h a v i n g  s i m i l a r  i n t e r e s t s .

I h o p e  m y  r e s p o n s e s  h a v e  s u f f i c i e n t l y  a n s w e r e d  y o u r  q u e s t i o n s .
If I c a n  b e  o f  f u r t h e r  h e l p ,  p l e a s e  c a l l  m e  a t  4 6 5 - 3 5 6 8 .

S i n c e r e l y ,

D a v i d  Z u g s b e r g e r  
A u d i t  M a n a g e r
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BILL SHEFFIELD. G O Y T R S O R

OFFICE OF THE GOVERNOR P O U C H  A M  

JUNEAU. ALASKA 
PHONE: (9071 *6:-3:z3

OFFICE OF MANAGEMENT AND BUDGET

DIVISION OF AUDIT & MANAGEMENT SERVICES

D e c e m b e r  3, 1985

TO: G R A N T  R E C I P I E N T S

A c c o r d i n g  to our r e c o r d s ,  y o u  h a v e  b e e n  a w a r d e d  o v e r  $ 1 0 0 , 0 0 0  in 
S t a t e  f i n a n c i a l  a s s i s t a n c e  in F Y  1986. T h i s  l e v e l  of f i n a n c i a l  
a s s i s t a n c e  is the f i r s t  c r i t e r i a  in q u a l i f y i n g  y o u  for i n c l u s i o n  
in the n e w  S t a t e  S i n g l e  A u d i t  u n d e r  S t a t e  R e g u l a t i o n  2 A A C  
45.010. P l e a s e  r e v i e w  the r e q u i r e m e n t s  of 2 A A C  45.010 
(enclosed) to d e t e r m i n e  if y o u  m e e t  all the c r i t e r i a  to c u a l i f v  
y o u  for the S i n g l e  A u d i t  t h i s  year.

If y o u  d o  n o t  m e e t  a l l  the c r i t e r i a  at this time, l a t e r  S t a t e  
f i n a n c i a l  a s s i s t a n c e  m a y  q u a l i f y  you. If y o u  h a v e  m e t  a. 11 the 
c r i t e r i a ,  it w i l l  b e  y o u r  r e s p o n s i b i l i t y  to a r r a n g e  for the 
r e q u i r e d  S i n g l e  A u d i t  a n d  f o r w a r d  the c o m p l e t e d  a u d i t  report(s) 
to the S t a t e  C o o r d i n a t i n g  A g e n c y :

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  d i r e c t  t h e m  to m e  at the a b o v e  
add r e s s .

O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  
D i v i s i o n  of A u d i t  and M a n a g e m e n t  S e r v i c e s  
P o u c h  A M  
J u n e a u ,  A K  9 9 811

A t t e n t i o n :  S i n g l e  A u d i t  C o o r d i n a t o r

S i n c e r e l y  y o u r s

A u d i t  M a n a g e r

01 A32LH D Z 7 2 7 / Z U G S



BILL SHEFFIELD. GO\ZI?>OR

OFFICE OF THE GOVERNOR POUCH AM
JUNEAU. ALASKA -P - '  
PHONE: >507) ASE-OzEE

OFFICE OF MANAGEMENT AND BUDGET

DIVISION OF AUDIT & MANAGEMENT SERVICES

D e c e m b e r  4, 1985

D e a r  P r a c t i c e  U n i t  D i r e c t o r :

Y o u  are i n v i t e d  to a t t e n d  a m e e t i n g  on D e c e m b e r  13, 19S5 ac Zz l ' .  
a.m. c o n c e r n i n g  the S t a r e ’s n e w  S i n g l e  A u d i t  R e g u l a t i o n  (2 A A Z  
45.010).

T h i s  m e e t i n g  w i l l  be the f i r s t  o p p o r t u n i t y  w e  ha v e  h a d  to 
d i s c u s s  the n e w  S t a t e  S i n g l e  A u d i t  p r o c e s s  w i t h  the p r o f  essicuel. 
a u d i t  c o m m u n i t y ,  a n d  y o u r  p a r t i c i p a t i o n  is e n c o u r a g e d .  B e c a u s e  
of o u r  d e s i r e  to i n c l u d e  as m a n y  firms as p o s s i b l e ,  w e  rec;u = s -  
y o u  se n d  o n l y  one m e m b e r  of y o u r  f i r m  as a r e p r e s e n t a t i v e .  7 his 
w i l l  a l l o w  a b e t t e r  c h a n c e  for e a c h  f i r m  to be r e p r e s e n t e d .

Th i s  m e e t i n g  w i l l  be h e l d  at the o f f i c e s  of E r n s t  a n d  Khir.r.ey, 
CPA's, 301 W e s t  N o r t h e r n  L i g h t s  B o u l e v a r d ,  S u i t e  601, A n c h orage, 
a n d  s h o u l d  e n d  by noon.

P l e a s e  e x c u s e  this s h o r t  notice. H o w e v e r ,  we  w i l l  be h a v i n g  
m o r e  m e e t i n g s  in A n c h o r a g e  and o t h e r  l o c a t i o n s  in the fut u r e  c: 
a c c o m m o d a t e  t h o s e  u n a b l e  to a t t e n d  this one.

T h a n k  y o u  for y o u r  time. If y o u  h a v e  any q u e s t i o n s ,  p l e a s e  call 
m e  in J u n e a u  at  4 6 5 - 3 5 6 8 .

S i n c e r e l y

D a v i d  Zugsbefcjery 
A u d i t  M a n a a e r
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Q U E S T I O N  1

W h a t  is the g r a n t e e ' s  r e s p o n s i b i l i t y  r e g a r d i n g  s i n g l e  a u d i t s  

s u b g r a n t e e s  (third p a r t i e s ) ?

A N S W E R  1

The g r a n t e e  is r e s p o n s i b l e  for h a v i n g  a w o r k i n g  s y s t e m  to as 

t h a t  the s u b g r a n t e e  k n o w s  w h e n  the g r a n t e e h a s  a w a r d e d  the 

s u b g r a n t e e  $ 1 0 0 , 0 0 0  o r  m o r e  in a n y  o n e  g r a n t e e  f i s c a l  year, 

g r a n t e e  is n o t  r e s p o n s i b l e  for a r r a n g i n g  for o r  c o n d u c t i n g  t 

s u b g r a n t e e ' s  audit.

In the e v e n t  the subgrant.ee c a n n o t ,  or w i l l  not, c o m p l y  w i t h  

S i n g l e  A u d i t  r e q u i r e m e n t ,  the g r a n t e e  m u s t  n o t i f y  the S t a t e  

C o o r d i n a t i n g  A g e n c y  as s o o n  as p o s s i b l e .  A  d e c i s i o n  w i l l  th 

be m a d e  at t h e  S t a t e  level as to h o w  to p r o c e e d .

T he g r a n t e e  is a l s o  r e s p o n s i b l e  for r e s o l v i n g  any a u d i t  e x­

c e p t i o n s  d i s c l o s e d  in the s u b g r a n t e e ' s  a u d i t  w i t h i n  s i x  m o n t  

a f t e r  the a u d i t  is r e l e a s e d .

A l t h o u g h  c o m p l i a n c e  w i t h  the S i n g l e  A u d i t  r e g u l a t i o n s  is p r i  

ily the s u b g r a n t e e ' s  r e s p o n s i b i l i t y ,  c o o p e r a t i o n  b e t w e e n  t h e  

g r a n t e e  and s u b g r a n t e e  can h e l p  in s e v e r a l  areas. F o r  e x a m p

G r a n t e e s  c a n  a r r a n g e  for the s u b g r a n t e e s  

a u d i t  if b o t h  p a r t i e s  agree; or
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G r a n t e e s  can ha v e  t h e i r  o w n  a u d i t o r s  a u d i t  

the s u b g r a n t e e ,  if the g r a n t e e ' s  a u d i t o r s  c a n  m e e t  the 

r e q u i r e m e n t  o f  the G A O  " Y e l l o w  Book" (S t a n d a r d s  for 

A u d i t  of  G o v e r n m e n t a l  O r g a n i z a t i o n s ,  P r o g r a m s ,  A c ­

c o u n t i n g  and F u n c t i o n s ,  19S1 R e v i s i o n ) .

Q U E S T I O N  2

A r e  p r i v a t e  f i rms w h o  b u i l d  or c o n s t r u c t  things or p r o v i d e  

d i r e c t  s e r v i c e s  to  g r a n t e e s  c o n s i d e r e d  t h ird p a r t y  s u b g r a n t e e s  

s u b j e c t  to the S i n g l e  A u d i t  r e g u l a t i o n ?

A N S W E R  2

No. T h e  g r a n t e e  a n d  the s u b g r a n t e e  (third party) m a y  a g r e e  to 

the s u b g r a n t e e ' s  a u d i t  a r r a n g e m e n t s ,  b u t  this is at t h e i r  m u t u a l  

a g r e e m e n t  a n d  is n o t  c o v e r e d  by  the S i n g l e  Audit. T h e  g r a n t e e ,  

h o w e v e r ,  is r e s p o n s i b l e  to t h e  S t a t e  for c o m p l i a n c e  w i t h  any 

r e q u i r e m e n t s  in t h e  g r a n t  a g r e e m e n t  or S t ate law w h i c h  m a y  

a f f e c t  the g r a n t e e /  s u b g r a n t e e  r e l a t i o n s h i p .  T h e s e  c a n  i n c l u d e  

v e n d o r  s e l e c t i o n ,  m i n i m u m  w a g e  or saf e t y  standards, and any 

o t h e r  r e p o r t i n g  r e q u i r e m e n t s  in the g r a n t  agreement.

Q U E S T I O N  3

W h a t  w i l l  the r o l e  o f  e x i s t i n g  S t a t e  a u d i t  staff be a f t e r  

i m p l e m e n t a t i o n  o f  the S i n g l e  A u d i t ?



DRAFT

S t a t e  a u d i t o r s  w i l l  c o n t i n u e  to be i n v o l v e d  in a u d i t i n g  g r a n t e e s  

n o t  s u b j e c t  to the S i n g l e  Audit. in a d d i t i o n ,  S t ate a u d i t o r s  

w i l l  h a v e  an e s p e c i a l l y  i m p o r t a n t  r o l e  in the f o l l o w - u p  on 

s i n g l e  a u d i t s .  This follow-up, if n e c e s s a r y ,  w i l l  b u i l d  u p o n  

t he a u d i t  c o n d u c t e d  u n d e r  the S i n g l e  A u d i t ,  n o t  d u p l i c a t e  it.

S t a t e  a u d i t o r s  sho u l d  a l s o  h a v e  m o r e  o p p o r t u n i t y  to a s s i s t  

g l a n t e e s  t h a t  h a v e  e x p e r i e n c e d  p r o b l e m s  in p a s t  a u d i t s  o r  w h o  

are n e w  a n d  h a v e  not yet b e c o m e  f a m i ] i a r  w i t h  S t ate r e q u i r e­

men t s .  T h i s  w i l l  not m e a n  d u p l i c a t i v e  a u d i t s  b u t  r a t h e r  a type 

of  a u d i t  p r o b l e m  p r e v e n t i o n  s e r v i c e .  A s  a g e n e r a l  rule, t h e s e  

s e r v i c e s  s h o u l d  be the e x c e p t i o n — as g r a n t e e  c o m p l i a n c e  p r o b l e m s  

d i m i n i s h ,  so s h o u l d  the S t a t e  a u d i t o r s '  ro l e  in this area.

S t a t e  a u d i t o r s  w i l l  a l s o  be i n v o l v e d  in the a u d i t  r e s o l u t i o n  

p r o c e s s ,  as n e c e s s a r y .  T h i s  can i n v o l v e  d i s c u s s i o n s  w i t h  the 

g r a n t e e ,  i n d e p e n d e n t  aud i t o r ,  a n d / o r  o t h e r  i n t e r e s t e d  p a r t i e s .

In all c a s e s  of  S t a t e  a u d i t o r  i n v o l v e m e n t  d e s c r i b e d  above, the 

S t a t e  C o o r d i n a t i n g  A g e n c y  (OMR) w i l l  a s s i s t  as the c o o r d i n a t o r

A N S W E R  3
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for fol l o w - u p ,  a u d i t  p r o b l e m  p r e v e n t i o n ,  a n d  a u d i t  r e s o l u t i o n  

s e r v i c e s .

Q U E S T I O N  4

H o w  c a n  snsdil v i l l a g e s  o r  o t h e r  g r a n t e e s  w i t h  l i m i t e d  a d m i n i s­

tra t i v e  s t aff k e e p  t h e  k i n d  o f  a c c o u n t i n g  a n d  o t h e r  r e c o r d s  

n e c e s s a r y  to c o m p l y  w i t h  the r e q u i r e m e n t  u n d e r  S i n g l e  Audit'

A N S W E R  4

In m o s t  cases, the a c c o u n t i n g  and a d m i n i s t r a t i v e  r e c o r d s  r e­

q u i r e d  to m e e t  the S i n g l e  A u d i t  r e q u i r e m e n t s  are n o t  s u b s t a n­

ti a l l y  d i f f e r e n t  t h a n  t h o s e  r e q u i r e d  b e f o r e  S i n g l e  A u d i t .  The 

b i g g e s t  c h a n g e  w i l l  be in the c o m p l i a n c e  area. Here, O M B  is 

s u g g e s t i n g  g r a n t e e s  h a v e  a d e q u a t e  i n t e r n a l  f i n a n c i a l  and a d m i n­

is t r a t i v e  c o n t r o l  s y s t e m s  to p e r m i t  the a u d i t o r  to a u d i t  for 

c o m p l i a n c e .  F o r  e x a m p l e ,  if a g r a n t  s p e c i f i e d  t h a t  a g r a n t e e  

p r o v i d e  a s e r v i c e  to r e s i d e n t s  o f  o n l y  V i l l a g e  "X", the g r a n t e e  

s h o u l d  h a v e  d o c u m e n t a t i o n  to show t h a t  an a d m i n i s t r a t i v e  c o n t r o l  

to a s s u r e  t h i s  w a s  b e i n g  used. In this e x a m p l e ,  a r e q u i r e m e n t  

m i g h t  be for s e r v i c e  r e c i p i e n t s  to s h o w  t h e i r  v o t e r  r e g i s t r a t i o n  

cards, and t h a t  the g r a n t e e  r e c o r d  or p h o t o c o p y  the i n f o r m a t i o n  

on the card.
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The C o m p l i a n c e  S u p p l e m e n t  and the Grant/Cor.tract a g r e e m e n t  car. 

p r o v i d e  m o r e  s p e c i f i c s .

Q U E S T I O N  5

A r e  c o n t r a c t s  or a g r e e m e n t s  n e g o t i a t e d  b e t w e e n  the S t a t e  a n d  

local g o v e r n m e n t s ,  s u c h  as T r a n s f e r  o f  R e s p o n s i b i l i t y  A g r e e­

ments ,  i n c l u d e d  u n d e r  S i n g l e  A u d i t ?

A N S W E R  5

Yes, p r o v i d e d  the l o c a l  g o v e r n m e n t  has m e t  the dollc.r t h r e s h o l d  

in the r e g u l a t i o n s  ( $ 1 0 0 , 0 0 0  or $ 3 0 0 , 0 0 0 ) .

Q i t o r T P N _6

W i l l  S t a t e  a g e n c i e s  w i t h h e l d  funds fr o m  e a c h  g r a n t  for the 

S i n g l e  Au d i t ,  or s h o u l d  the g r a n u c '  do t h i s ?

A N S W E R  6

S t a t e  a g e n c i e s  w i l l  n o t  be  r e s p o n s i b l e  for w i t h h o l d i n g  g r a n t  

funds for t h e  S i n g l e  A u d i t .

E n t i t i e s  r e c e i v i n g  S t a t e  g r a n t s  w i l l  h a v e  to p l a n  for the c c s t  

of the a u d i t  o n c e  t h e y  q u a l i f y  to be i n c l u d e d  in the S i n g l e
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A u d i t  T h e  c o s t  o f  the audit, can b e  a d i r e c t  or an i n d i r e c t  

cost, d e p e n d i n g  on  g r a n t  a g r e e m e n t  or p o l i c i e s  e s t a b l i s h e d

by t h e  g r a n t o r  a g e n c i e s .  In e i t h e r  c ase, the c o s t  o f  the a u d i t  

is c o n s i d e r e d  a l e g i t i m a t e  a d m i n i s t r a t i v e  c o s t  of the g r a n t ( s ) ,

Q U E S T I O N  7

H o w  w i l l  g r a n t e e s  k n o w  if t h e y  s h o u l d  p l a n  for the c o s t  of the 

S i n g l e  A u d i t  b e f o r e  the end of the f i s c a l  y e a r ?

A N S W E R  7

S i n c e  i n c l u s i o n  in the S i n g l e  A u d i t  is c o n t i n g e n t  u p o n  b e i n g  

a w a r d e d  e i t h e r  $ 3 0 0 , 0 0 0  in o n e  S t a t e  f i s c a l  y e a r  or $ 1 0 0 , 0 0 0  to 

$ 2 9 9 , 9 9 9  in t w o  c o n s e c u t i v e  fi s c a l  y e a r s ,  so m e  g r a n t e e s  w i l l  n e t  

k n o w  if the S i n g l e  A u d i t  wi. 1 be n e c e s s a r y  b e f o r e  all funds are 

awarded.

T h e r e  are, h o w e v e r ,  so m e  m e t h o d s  t h a t  c a n  h e l p  ma''e th i s  d e t e r­

m i n a t i o n  b e f o r e  t h e  e n d  of e a c h  f i s c a l  year. First, the g r a n t e e  

can r e v i e w  its f u n d i n g  r e q u e s t s  to t h e  S t a t e  and d e c i d e  if t h e y  

are l i k e l y  to b e  a w a r d e d  in the f i s c a l  y e a r  involved. S i m i l a r­

ly, a r e v i e w  of  p a s t  S t a t e  a w a r d s  can s h o w  if the g r a n t e e  w o u l d  

have b e e n  c o v e r e d  b y  S i n g l e  A u d i t  had it b e e n  in e f f e c t  in t h e s e  

p r i o r  p e r i o d s  and if th i s  t r e n d  can b e  e x p e c t e d  to c o n t i n u e .
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U n d e r  b o t h  of t h e s e  a p p r o a c h e s ,  a g r a n t e e  c o u l d  p l a n  for the 

funds n e c e s s a r y  for the audit. If it b e c a m e  c l e a r  t h a t  the 

a u d i t  w o u l d  n o t  b e  n e c e s s a r y ,  these f u n d s  c o u l d  t h e n  be u s e d  as 

a l l o w e d  in the g r a n t  a g r e e m e n t ( s ) .

W e  b e l i e v e  t h e s e  a r e  v i a b l e  a p p r o a c h e s  for the v a s t  m a j o r i t y  of 

g r a n t e e s  for t w o  r e a s o n s .  First, t h o s e  e n t i t i e s  t h a t  h a v e  

t r a d i t i o n a l l y  r e c e i v e d  s u f f i c i e n t  f unds to be i n c l u d e d  w i l l  

p r o b a b l y  c o n t i n u e  to, e v e n  if at a d i f f e r e n t  level. In a d d i­

tion, the m a j o r i t y  o f  S t a t e  gr a n t s  are a w a r d e d  e a r l y  in the 

f i s c a l  y e a r  and, t h e r e f o r e ,  s u f f i c i e n t  ti m e  w o u l d  be a v a i l a b l e  

to m a k e  a n y  n e c e s s a r y  b u d g e t  revisions.

Q U E S T I O N  8

C a n  f u n d s  f r o m  f u t u r e  S t a t e  aw a r d s  be u s e d  to p a y  for S i n g l e  

A u d i t s  in p r i o r  y e a r s ?

A N S W E R  8

No. H o w e v e r ,  in c a s e s  w h e r e  future S t a t e  av/ards are a v a i l a b l e  

for t h e  u n r e s t r i c t e d  l e g a l  u s e  by  the g r a n t e e  o r  are a w a r d e d  

s p e c i f i c a l l y  b y  the S t a t e  for the S i n g l e  Au d i t ,  t h e s e  future 

av/ards m a y  be u s e d  to p a y  for Single A u d i t s  of p r i o r  per i o d s .
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Q U E S T I O N  9

H o w  w i l l  g r a n t e e s  th a t  h a v e  n o t  b u d g e t e d  for the S i n g l e  A u d i t  

a n d  d o  n o t  h a v e  a c c e s s  to  the n e c e s s a r y  funds t h r o u g h  future 

S t a t e  aw’ard s  pay for the S i n g l e  A u d i t ?

A N S W E R  9

U n d e r  t h e s e  c i r c u m s t a n c e s , t h e  g r a n t e e  w i l l  ha v e  to a b s o r b  the
- --U V> I

p a y m e n t  f r o m / r e s t r i c t e d  funds.

Q U E S T I O N  10

H o w  c a n  e n t i t i e s  p a y  for or b u d g e t  for a u d i t  c o s t s  a f t e r  the er. 

of  the grant, i.e., the f unds h a v e  b e e n  spent?

A N S W E R  10

S i n c e  a u d i t  c o sts are a l e g i t i m a t e  c o s t  of grants, t h e r e  is no 

p r o b l e m  c h a r g i n g  the grant(s) for its p r o  rata share. F o r  

a w a r d s  m a d e  b e f o r e  the e f f e c t i v e  d a t e  of the S i n g l e  A u d i t  

r e g u l a t i o n ,  the aw a r d s  a r e  n o t  s u b j e c t  to the S i n g l e  A u d i t  and, 

t h e r e f o r e ,  n o  p r o  rata s h a r e  can b e  cha r g e d .  G r a n t i n g  a g e n c i e s  

h o w e v e r ,  c a n  p e r m i t  such c h a r g e s  if b o t h  y o u  and the g r a n t i n g  

a g e n c y  a g r e e  to it. T h i s  e s s e n t i a l l y  w o u l d  be a r e t r o a c t i v e  

a m e n d m e n t  to c o v e r  such c h a r g e s .
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T h e  a c t u a l  c a s h  e x p e n d i t u r e  for the a u d i t  w i l l  p r o b a b l y  h a v e  to 

c o m e  fr o m  o t h e r  n o n - r e s r r i c t e d  g r a n t e e  funds.

Q U E S T I O N  11

A r e  r e a p p r o p r i a t i o n s  a w a r d e d  a f t e r  the e f f e c t i v e  d a t e  of the 

S i n g l e  A u d i t  to be c o n s i d e r e d  a p a r t  o f  the o r i g i n a l  a w ard if 

the o r i g i n a l  a w a r d  w a s  p r i o r  to S i n g l e  A u d i t ;  or are they 

c o n s i d e r e d  nev; a w a r d s  s u b j e c t  to S i n g l e  A u d i t ?

A N S W E R  11

G e n e r a l l y ,  t h e s e  'new" r e a p p r o p r i a t i o n s  are to be c o n s i d e r e d  

s u b j e c t  to S i n g l e  A u d i t  w h i l e  the o r i g i n a l  "old" a p p r o p r i a t i o n  

is not.

B e c a u s e  this c a n  r e s u l t  in c o m p l i a n c e  t e s t i n g  and r e p o r t i n g  for 

o n l y  a s m a l l  p o r t i o n  of the total a w a r d  (old and n e w ) , we are 

g o i n g  to r e q u i r e  t h a t  t h e s e  "new" a w a r d s  o n l y  be  i n c l u d e d  in the 

S i n g l e  A u d i t  if the a d d i t i o n a l  a p p r o p r i a t i o n s  e q u a l  or e x c e e d  

25% of the o r i g i n a l  award. Thus, if an a w a r d  of $ 1 , 0 0 0 , 0 0 0  w a s  

m a d e  in FY 85 a n d  an a d d i t i o n a l  a w a r d  of $ 5 0 , 0 0 0  w a s  m a d e  in F Y  

87, the $ 5 0 , 0 0 0  p o r t i o n  w o u l d  not be s u b j e c t  to S i n g l e  Audit. 

H o w e v e r ,  if the a d d i t i o n a l  a w a r d  w a s  $ 2 5 0 , 0 0 0 ,  the $ 2 5 0 , 0 0 0  

w o u l d  b e  s u b j e c t  to S i n g l e  Audit. E v e n t u a l l y ,  s u c h  s i t u a t i o n s  

s h o u l d  p h a s e  t h e m s e l v e s  out.
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Q U E S T I O N  12

H o w  are o l d  ( p r e - S i n g l e  A u d i t  e f f e c t i v e  date) a w a r d s  to  be
t

t r e a t e d  d u r i n g  the a u d i t ?

A N S W E R  12

T h e s e  aw a r d s  are to be t r e a t e d  as a n y  o t h e r  f i n a n c i a l  a s s e t  in a 

s t a n d a r d  f i n a n c i a l  audit. N o  c o m p l i a n c e  t e s t i n g  o r  c o m p l i a n c e  

r e p o r t i n g  is r e q u i r e d .  Y o u  may, h o w e v e r ,  w i t h  the a u d i t e e ' s  

co n s e n t ,  t r e a t  all S t a t e  a w a r d s  as u n d e r  S i n g l e  A u d i t  a n d  test 

and r e p o r t  on the c o m p l i a n c e  o f  t h e s e  awards.

T h e  m a i n  p r o b l e m  a s s o c i a t e d  w i t h  i n c l u d i n g  "old" a w a r d s  is th a t  

p r o b l e m s  m a y  be i d e n t i f i e d  t h a t  w o u l d  not o t h e r w i s e  h a v e  c o m e  to 

light, and the a u d i t e e  m a y  e n d  up  o w i n g  r e f u n d s  or  h a v i n g  to 

c o r r e c t  d e f i c i e n c i e s .

A n o t h e r  p o t e n t i a l  p r o b l e m  is t h a t  the C o o r d i n a t i n g  A g e n c y  do e s  

n o t  p l a n  on i s s u i n g  a n y  C o m p l i a n c e  S u p p l e m e n t  o n  a w a r d  p r o g r a m s  

in e f f e c t  p r i o r  to the e f f e c t i v e  d a t e  of S i n g l e  A u d i t  u n l e s s  

t h e s e  aw a r d s  c o n t i n u e  to be m a d e  a f t e r  t h e  e f f e c t i v e  date.

In a d d i t i o n ,  u n l e s s  t h e s e  "old" a w a r d s  h a v e  a u d i t  c o s t s  a u­

t h o r i z e d  in t h e i r  b u d g e t s ,  the a u d i t e e  m a y  not be p e r m i t t e d  to 

c h a r g e  any of the a u d i t  c o s t s  to t h e s e  awards.

D Z 7 1 3 / Z U G S - 1 0 -



r~'r I--... ;« ,

L £k / - . i

F i n a l l y ,  the p r e s e n t  p r a c t i c e  o f  h a v i n g  S t a t e  a u d i t o r s  a u d i t  

t h e s e  "old" a w a r d s  may, in fact, c o n t i n u e .  This c o u l d  r e s u l t  in 

the a u d i t e e  b e i n g  a u d i t e d  for c o m p l i a n c e  t w i c e  on the "old" 

awards. T h i s  is p o s s i b l e  s i n c e  S i n g l e  A u d i t  is o n l y  e f f e c t i v e  

for a w a r d s  m a d e  on or a f t e r  the e f f e c t i v e  d a t e  and p r i o r  a w a r d s  

c o n t i n u e  to b e  c o v e r e d  u n d e r  w h a t e v e r  a r r a n g e m e n t  the g r a n t i n g  

a g e n c y  and the g r a n t e e  (auditee) a g r e e d  to in the o r i g i n a l  g r a n t  

a g r e e m e n t .

Q U E S T I O N  13

W h a t  is the p e n a l t y  for n o n - c o m p l i a n c e  or not c o n d u c t i n g  the 

S i n g l e  A u d i t ?

A N S W E R  13

A s i d e  f r o m  p e n a l t i e s  a l r e a d y  e s t a b l i s h e d  in law, r e g u l a t i o n ,  or 

s p e c i f i c a l l y  in the a w a r d  a g r e e m e n t ( s ) , S i n g l e  A u d i t  d o e s  n o t  

e s t a b l i s h  a n y  a d d i t i o n a l  p e n a l t i e s .  A s  a policy, h o w e v e r ,  S t a t e  

a g e n c i e s  w i l l  v i e w  such n o n - c o m p l i a n c e  as p o t e n t i a l  e v i d e n c e  

t h a t  the g r a n t e e  m a y  n o t  be a b l e  to p r o p e r l y  a d m i n i s t e r  a w a r d s .  

T h i s  w o u l d  u n d o u b t e d l y  a f f e c t  the a w a r d i n g  of f u t u r e  g r a n t s  and 

c o n t r o l s  i m p o s e d  o n  such awards.

Q U E S T I O N  14
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H o w  w i l l  the S t a t e  C o o r d i n a t i n g  A g e n c y ' s  d e t e r m i n e  if the a u d i t  

m e e t s  the s t a n d a r d s ?

A N S W E R  14

W e  are d e v e l o p i n g  a d e s k  r e v i e w  and a w o r k p a p e r / a u d i t  fi r m  

r e v i e w  system. E s s e n t i a l l y ,  w e  w i l l  h a v e  t w o  p h a s e s  o f  r e v i e w ,  

as follows:

I . D e s k  R e v i e w

A. T h e  S t a t e  C o o r d i n a t i n g  A g e n c y  w i l l  r e c e i v e  all c o p i e s  

o f  a u d i t  r e p o r t s  and r e v i e w  to assure;

1. T i m e l y  c o m p l e t i o n ;

2. I n c l u s i o n  of  r e q u i r e d  s c h e d u l e s / r e p o r t s  and 

o p i n i o n s ;

i

3. S u f f i c i e n t  c o p i e s  w e r e  i n c l u d e d ;  a n d

4. A l l  S t a t e  a w a r d s  w e r e  i n c l u d e d .

B. T h e  g r a n t o r  a g e n c y  w i l l  r e v i e w  the a u d i t  r e p o r t s  

f o r w a r d e d  f r o m  t h e  C o o r d i n a t i n g  A g e n c y  to assure:

r w . 7 1  / 7 . n r : q - 1 2 -



1. E a c h  a w a r d  w a s  i n c l u d e d ;

2. T h e  C o m p l i a n c e  S u p p l e m e n t  was u s e d  (where 

a p p l i c a b l e ) ; and

3. F i n d i n g s  are c l e a r  a n d  u n d e r s t a n d a b l e .

[ N O T E ] B o t h  the C o o r d i n a t i n g  A g e n c y  and the G r a n t o r  A g e n c y  

w i l l  r e v i e w  for i n c l u s i o n  of all a w a r d s  in o r d e r  to 

c o m p e n s a t e  for a n y  d e f i c i e n c i e s  in e a c h  i n f o r m a t i o n  

d a t a b a s e .

I I . W o r k p a p e r / A u d i t  F i r m  R e v i e w

In t h i s  phase, the C o o r d i n a t i n g  A g e n c y  w i l l  s e l e c t  a r a n d o m  

s a m p l e  of a u d i t  r e p o r t s  for f u r t h e r  review. T h i s  r e v i e w  

w i l l  c o n s i s t  o f  a w o r k p a p e r  r e v i e w  and i n t e r v i e w s  of a u d i t  

f i r m  p e r s o n n e l  and a u d i t e e s .  It can be c o m p l e t e d  at the 

a u d i t o r ' s  o f f i c e  or at the C o o r d i n a t i n g  A g e n c y ' s  o f f ice.

In a d d i t i o n ,  if a c o n s i s t e n t  p a t t e r n  of a u d i t  r e p o r t  

d e f i c i e n c i e s  b y  one a u d i t o r  or  fi r m  appears, this a u d o t o r  

or f i r m  m a y  be s e l e c t e d  for r e v i e w  of the S i n g l e  A u d i t  

p r o j e c t s  involved.

Q U E S T I O N  15
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If the a u d i t  r e p o r t  is found d e f i c i e n t ,  w h a t  p r o c e d u r e s  w i l l  be 

u s e d  to n o t i f y  the p a r t i e s  invol v e d ;  and w h o  w i l l  r e s o l v e  the 

i s s u e s ?

A N S W E R  15

N o t i f i c a t i o n  of the p r o b l e m  w i l l  be s e n t  to the a u d i t o r  w i t h i n  

t h r e e  w e e k s  a f t e r  r e c e i p t  of the a u d i t  b y  the C o o r d i n a t i n g  

Agency.

T h e  d e l i v e r y  of the o r i g i n a l  r e p o r t  (even w i t h  d e f i c i e n c i e s )  

w i l l  c o n s t i t u t e  the da t e  for c o m p l i a n c e  w i t h  the t i m e l i n e s s  

r e q u i r e m e n t  o f  S i n g l e  Aud i t .  D e l a y s  i n v o l v e d  w i t h  r e s o l u t i o n  of 

the a d e q u a c y  of the a u d i t  r e p o r t  w i l l  n o t  be c o n s i d e r e d  as 

d e l a y s  in d e l i v e r y  of the audit.

The S t a t e  C o o r d i n a t i n g  A g e n c y  w i l l  a c t  as the focal p o i n t  of 

i n t e r a c t i o n s  b e t w e e n  the S t a t e  g r a n t o r  a g e n c i e s ,  the aud i t o r ,  

a nd the a u d i t e e  in d i s a g r e e m e n t s .

Q U E S T I O N  16

W h y  is the a w a r d  d a t e  so s i g n i f i c a n t  in S i n g l e  A u d i t ?

A N S W E R  16
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The a w a r d  d a t e  is the d a t e  u s e d  to d e t e r m i n e  if S t a t e  f u nds are:

(a) I n c l u d e d  in the S i n g l e  A u d i t  (on or a f t e r  e f f e c t i v e

d a t e ) ; and

(b) I n c l u d e d  in the y e a r - e n d  c u t - o f f s .

This da t e  is the same d a t e  as the g r a n t / c o n t r a c t  or o t h e r

a g r e e m e n t  h a s  final s i g n a t u r e s  (i.e., the last d a t e  all p a r t i e s  

h a v e  s i g n e d  the a g r e e m e n t ) . It is not w h e n  the f u n d s  w e r e  

a p p r o p r i a t e d ,  r e c e i v e d  b y  the G r a n t e e ,  or e x p e n d e d .

We  r e c o g n i z e  th a t  some f u nds c o u l d  be a w a r d e d  on o n e  f i s c a l  y e a r  

and e x p e n d e d  in f u t u r e  f i s c a l  years. In this event, S i n g l e  

A u d i t s  c o n d u c t e d  in the y e a r  of a w ard w o u l d  be f i r s t  a u d i t e d  and 

p r o b a b l y  n o t e d  as r e c e i v e d  and in the b a n k  or i n v e s t e d ,  etc. It 

is e x p e c t e d  t h a t  the a c t u a l  e x p e n d i t u r e s  in the l a t e r  y e a r  w o u l d  

t h e n  be a u d i t e d  (under S i n g l e  Audit) w h e n  the S i n g l e  A u d i t  for 

t h a t  l ater y e a r  w a s  c o n d u c t e d .

If the l ater S i n g l e  A u d i t  w a s  n o t  r e q u i r e d  b e c a u s e  o f  d e c r e a s e d  

S t a t e  funding, the p r e s e n t  r e g u l a t i o n  do e s  n o t  r e q u i r e  a l a ter 

S i n g l e  Au d i t .  S t a t e  a g e n c i e s  may, u n d e r  t hese c i r c u m s t a n c e s ,  

seek to h a v e  o t h e r  a u d i t  p r o c e d u r e s  such as a c o n t r a c t e d  audit 

or S t a t e  a g e n c y  a u d i t  of  the e x p e n d i t u r e s .  Again, t h i s  w o u l d  be 

c o o r d i n a t e d  t h r o u g h  the C o o r d i n a t i n g  Agency.

DZ713/ZUGS -15-



B A C K G R O U N D  M A T E R I A L  

ON

T H E  G E N E S I S  OF T H E  P R O P O S E D  G R A N T  R E G U L A T I O N S

AN D  T H E

S T A T U T O R Y  A U T H O R I T Y  T O  A D O P T  R E G U L A T I O N S

G e n e s i s

1) M a r c h  9, 1984, m e m o  to G o v e r n o r  S h e f f i e l d  fr o m  
L i e u t e n a n t  G o v e r n o r  M c A l i n n e  (3 p a g e s ) .

2) A p p e n d i x  to a b o v e  m e m o  (5 p a g e s ) .

3) M a r c h  15, 1984, m e m o  to L i e u t e n a n t  G o v e r n o r  
M c A l p i n e  f r o m  G o v e r n o r  S h e f f i e l d  (1 p a g e ) .

4) M a r c h  15, 1984, m e m o  to P e t e r  M c D o w e l l  f r o m  G o v e r n o r  
S h e f f i e l d  (1 p a g e ) -

5) A p r i l  12, 1984, m e m o  to G o v e r n o r  S h e f f i e l d  f r o m  
P e t e r  M c D o w e l l  (1 p a g e ) .

S t a t u t o r y  A u t h o r i t y

6 ) N o v e m b e r  8 , 1985, m e m o  to D a v i d  Z u g s b e r g e r ,  OMB,
from A t t o r n e y  G e n e r a l  H a r o l d  B r o w n  (1 p a g e ) .
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The H o n o r a b l e  Bill She ff ie l d

G o v e r n o r

S ta t e  of Al as ka

S t e p h e n  M c A l p i n e  

L i e u t e n a n t  G o v e r n o r  

S t a t e  of Alaska 

( C h ai r m a n ,  H u m a n  S erv ic es  M i n i - C a b i n e t )

M a r c h  9, 1984

4 6 5 - 3 5 2 0

H um a n  Ser v i c e s 

P r o v i d e r  Project

c.

M E M O R A N D U M

On b e h a l f  of tne Human S e r v i c e s  M i n i - C a b i n e t , I am p l e a se d  to f or w a r d to 

y o u  t h e  a t t a c h e d  final p r o d u c t s  f r o m  the H uman S er v i c e s  P ro vi de r  Project. 

T h e s e  p r o d u c t s  ar e the H um an  S er v i c e s  Pr o v i d er s D i r e c t o r y  and the  The 

H u m a n  S e r v i c e  P rov id er  Re gional M e e t i n g s  Report~ The d i r e c t o r y  c o n t a i n s  

g r a n t e e / c o n t r a c t o r  i n f o r m a t i o n  on 1,054 a g r e e m e n t s  to ta l l i ng  $ 1 3 2 , 85 7 , 6 5 1 .  

The regional m e e t in g  report c o n t a i n s  t he  m i n i m a l l y  e d i t ed  c om m e n t s  of 

o v e r  380  p e o p l e  w h o  a tt e n d e d  t h e  6 regional m e e t i n g s  a rou nd  t he State 

t h i s  fall.

T he  M i n i - C a b i n e t  urges st ro ng  a c t i o n  be t aken  to f o l l o w  up on t h i s  work.

Our r e c o m m e n d a t i o n s  for such f o l l o w - u p  a re s u m m a r i z e d  below.

R e c o m m e n d e d  A c t i o n s

1. The G o v e r n o r  direct t h a t  u n i f o r m  g ra nt r e g u l a t i o n s  and p r o c e s s e s  be 

e s t a b l i s h e d  among all S t a t e  a g e n c ie s pro vi di n g  h uman s e r v i c e s  w hich  

w o u l d  i nclude: u n i f o r m  a p p l i c a t i o n  forms and i n s t r u c t i o n s ;  un- 

d u p l i c a t i v e  a udi tin g a n d  e v a l u a t i o n  p r o c e d u re s;  u n i f o r m  financial 

r e p o r t i n g  and, w h e r e  l e g a l l y  po ss ib l e ,  u n i f o r m  d e f i n i t i o n  of a l l o w­

ab l e  e x p e nd i t u r e s i n c l u d i n g  i n - d i r e c t  costs a nd  a ll ow a n c e s  for m u l t i­

y e a r  grant awards; c o n s i s t e n t  p c ' i c i e s  on fees for  s e r vi ce s  and 

o t h e r  n on - S t a t e  r evenue.

I mp le m en t a t i o n :  OMB be d e s i g n a t e d  to c o o r d i n a t e  i n t e r - a g e n c y  work.

Work to be c o m p l e t e  p rio r to FY 86 grant c ycle  
( 12 /1/ 84) . _

2. T h e  G o v e r n o r  r e g u l a r l y  e m p h a s i z e  th e I mp o r t a n c e  of h um an  se rv ic e s  
to the State.

I m p l e m e n t at io n :

a. T he H u m an  S e r v i c e s  M i n i - C a b i n e t  be f or m al l y  e s t a b l i s h e d  as a 

p e r m a n e n t  entity.
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Bill S h e f f i e l d  3 M arch 9

TOTAL C O S T S  TO DATE

$ 6 0 , 0 0 0  in r e - d i r e c t e d  a g e n c y  a l l o c a t i o n s  

60 0 s t a f f  days by human s er v ic e  a g e n c y  s t a f f

, 1984
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Bill She ff ie l d 2 M a r c h  9, 1984

R e c o mme nde d A c t i o n s  ( Cont'd)

b. R e g u l a r  r e f e r e n c e  b e  m a d e  to the i m p o r t a n c e  of h u m a n  s e r v i c e s

in p u b l i c  s p e e c h e s ,  I n t er vie ws,  press r e l e a s e s  a nd  Ca bi ne t  

m e e t i n g s .

3. The G o v e r n o r  d i r e c t  t h a t  S t a t e  p r o c e d u r e s  b e  d e v e l o p e d  th a t  will p r o­

mo t e  mo re  local a nd  r eg i on a l  control in h u m a n  s e r v i c e  p ro vi s i o n .

I m p l e m e n t a t i o n :  OMB, i n c o o p e r a t i o n  w i t h  e a c h  h u m a n  s e r v i c e  agency ,

be d i r e c t e d  to d eve lop  a s p e c i f i c  p r o c e d u r e s  w hich 

w o u l d  i n c l u d e  r e f e r e n ce  to h u m a n  s e r v i c e  pl a n n i n g,  

p u b l i c  i np u t  int o a ge nc y  d e c i s i o n  m a k i n g  wi th  

e m p h a s i s  on a g e nc y  d e c i s i o n s  b e i n g m a d e  at the  

m o s t  d e c e n t r a l i z e d  level p os si b l e .

4. The G o v e r n o r  d i r e c t  t h a t  OMB be d ire ct ed  to i n v e s t i g a t e  t h e  f e a s i­

bi l i t y  of t he d e v e l o p m e n t  of a sing le h uma n s e r v i c e s  plan to guide 

the a c ti o n s  of t h e  A d m i n i s t r a t i o n .

5. The G o v e r n o r  d i r e c t  t h e  a l l o c a t i o n  of the n e c e s s a r y  a d d i t io na l  

r es ourc es to i n v e s t i g a t e  t h e  f e a si bi li t y  and the  co s t  of d e v e l o p­

men t  and i m p l e m e n t a t i o n  of a c e n t r a l i z e d  h u m a n  s er v i c e s  p r o v i d e r  

grant and c o n t r a c t  i n f o r m a t i o n  system.

I mp l e me nt a t i o n : T he  G o v e r n o r  direct all a g e n c i e s  i n v o l v e d  in

H u m a n  S e r v i c e s  to  p a r t i c i p a t e  in an i n v e s t i­

ga t i o n  of th e f ea si b i l it y a n d  cos t of d e­

v e l o p m e n t  and i m p l e m e n t a t i o n  of a c e n t r a l i z e d  

g r a n t  a nd  c o n t r a c t  i n f o r m a t i o n  system. OMB 

will c o o r d i n a t e  the study.

6 . T he G ov e r n o r  d i r e c t  O M B  t o  sub mi t an a n a l y s i s  1n the  ne ar  f u t ur e  

to d e t e r m i n e  c o s ts  of a n a l y z i n g  problems, p r o p o s i n g  s o l u t i o n s  

and c o n t i n u a t i o n  of t h e  pro jec t.

7. The G o v e r n o r  d i r e c t  t h e  Lt. G ov e r n o r  to c o o r d i n a t e  the  w o r k  among 

ag en c i e s  on all r e m a i n i n g  i ss ue s  which w o u l d  in clu de:

a. I n v e s t i g a t i n g  t h e  f e a s i b l l t y  of each Issu e;

b. e x p l o r i n g  a l t e r n a t i v e s  and Impacts;
c. p r o p o s i n g  s p e c i f i c  ste ps to Implement r e c o m m e n d e d  s o l u t i o n s  

a n d  s t a t i n g  e x a c t l y  w ha t 1s exp ect ed to be a c c o m p l i s h e d  

w i t h i n  30, 60, 90, 365, and 730 day t i m e f r a m e s ;
d. s o l u t i o n s  b e  s u b j e c t e d  to pub li c  review;

e. Initial Information on short term solutions/issues be submitted 
to Lt. G o v e r n o r  b y  4/ 1/ 04  to be f i n a l iz ed  by 5/1/04 ; with

long r an ge  i s s u e s  t o b e  s u b mit ted  by 9/1/8 4.



A P P E N D I X  - M E M O  TO G O V E R NO R FR O M  LT. G O V E R N O R ,  RE: H U M A N SE RV IC E S

M C v f U E R  PR O J E C T

I. H U M A N  S E R V I C E S  P R O V I D E R S  D I R E C T O R Y

A. B a c k g r o u n d

The H um a n  S erv i c es  P r o v i d e r  D i r e c t o r y  i d e n ti fi es  1,054 h u man  

se r v i c e  p r o v i d e r s  under c o n t r a c t ,  grant or p r o v i d e r  a g r e e m e n t  

w i t h  the S t at e  as of O c t o b e r  1, 19 8 3  i n v o l vi ng  $ 1 3 2 , 8 5 7 , 6 5 1  in 

State funds. The data in the d i r e c t o r y  has been  c o l le ct e d ,  

c od ed  and m a i n t a i n e d  in each a g e n c y  using d i f f e r e n t  m e t h o d o l o g i e s .  

C o n s e q u e n t l y ,  c aut ion  s h o u l d  be u s e d  in e m p l o y i n g  the data c o n ­

t ained in t h e  d i r e ctory.. Time and  re sou rce s a v ai la bl e  p r e c l u d e d  

a n a l y s i s w h i c h  w o u ld  p r o v i d e  for a basis for M i n i - C a b i n e t  c o n ­

cu r re n c e  w i t h  or c h a l l e n g e  of d a t a  validity.

D e v e l op m e n t  of a c e n t r a l i z e d  h u m a n  services p r o v i d e r  data b a s e  

is a f u n d ame nta l r eq u i r e m e n t  of an e f f e c t iv e s y s te m  of grant and 

c on t r ac t m a n a g e m e n t ,  s e r v i c e  c o o r d i n a t i o n  and prog . e v a l u a t i o n .  

In ad di ti o n ,  human s e r v i c e  p r o v i d e r s  have r e qu e s t e d  such a data 

base be c r e a t ed  to help t h e m  w i t h  respect to s er v ic e  c o o r d i n a t i o n  

and c o m m u n i c a t i o n .

B . R ec o m m e n d e d  A cti on

The G o v e r n o r  di rec t the a l l o c a t i o n  of the n e c e s s a r y  addit ion al 

re s o u rc es  to i n v e s t i g a t e  the f e a s i b il it y ,  and the cost of d e v e l o p­

me n t  and i m p l e m e n t a t i o n  of a c e n t r a l i z e d  h u m an  s ervices p r o v i d e r  

grant and  c o n t r a c t  data base.

C. R e s our ces  Requi red

This i n v e s t i g a t i o n  will re qu i r e  t he  efforts of one c o n s u l t a n t  

u nd er c o n t r a c t  at an e s t i m a t e d  c o s t  of $ 100 ,000 in a d di t i o n to 

150 s ta ff  days by e xi s ti n g  S t a te  e m p l o ye es  i nvo lve d in h uman  

se rv ic e s  p ro gra ms.

II. R E P O R T  F R O M H U M A N  S ERV ICE  P R O V I D E R  R E G I O N A L  M E E T I N G S

A. B a c k g r o u n d

The Human S e r v i c e  P r o v i d e r  Regional Meetin g Report present s the 

views of the human ser v i c es  p r o v i d e r s  with minimal e d i t o r i a l i z a -  

tion by S t a t e  age ncies in o r de r  to convey the p r o v i d e r ' s  m e s s a g e  

to you.

Commen t

Personnal Services (100) 

Travel (200)

Con tr a c t u al  (300)

- 0 -

- 0 -

$100,000.00

REV 3/.
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B. C o m m e n t

This p r o j ec t  has b e e n r eceived in a p o s i t i v e  light thr ou gh o u t  the 

St ate  by p ro vi de r s ,  l eg i s l a t or s,  S t at e  a ge n c i e s  and the public. 

The p r o j ec t  has a high level of v i s i b i l i t y  s ta te- ide . In the 

p r e f a c e  of y o u r  report , 15 s t a t e w i d e  issues are prese nte d.

C. R e c o m m e n d e d  Action

The m e m b e r s  of the M i n i - C a b i n e t  r e c om m e n d :

1 . The G o v e r n o r  d i r e c t  that u n i f o r m  grant r e gu l a t i o n s  and p r o c­

es s e s  be e s t a b l i s h e d  a mo ng all S t a t e  a g e n c ie s  p r o v d i n g  human 

s e r v i c e  w h ic h w o u l d  include:

a. u n i f o r m  a p pl i c a t i o n  forms and i n s t r u c t i o n s;

b. u n d u p l i c a t i v e  a u d i t in g an d e v a l u a t i o n  p r oc ed ur es ;

c. u n i f o r m  financial r e p o r t i n g  and , w h er e  legally possible, 

u n i f o r m  d e fi n i t i o n  of a l l o w a b l e  e x p e n d i t u r e s  i n c l udi ng 

i n - di re ct  costs.

I m p l e m e n t a t i o n :  A lead a g e n c y  be d e s i g n a t e d  to c o o r d i na te

i n t er - a g e n c y  w or k. Work to be c o m p l e t e  prior 

to FY 86 gra nt c y c l e  (12/1/04). (Work to be 

c o o rd i n a t e d  w i th  c u r r e n t  OMB eff ort s.)

2. The G o v e r n o r  direct that all S t a t e  age n c i es  p r ov i d i n g  h uman 

s e r v i c e s  in itiate, as l eg all y p e r m i s s i b l e ,  m u l t i - y e a r  grant 

a w a r d s .

I m p le m e n t a t i o n :  All State h u ma n  s er v ic e  age n c i es  be d i r e c t s .

3. The G o v e r n o r  r eg ul a r l y  e m p h a s i z e  t he i m p o r t a n c e  of human 

s e r v i c e s  to the State.

Im ple m e n ta ti  o n :

a. The Human Se rvi ces  M i n i - C a b i n e t  be fo rm a l l y  e s t a b l i s h e d  

as a p e rm a n e n t  entity.

b. R e g u l a r  r ef er enc e be m a d e  to the i m p o r t a n c e  of human 

s e r v i c e s  In pub lic  s p e e c h e s,  i n t e r v i e w s ,  press releases 

and C a b i ne t meet ing s.

4. The G o v e r n o r  direct that  S t a t e  p o l i c y  be d e v e l o p e d  that will 

p r o m o t e  m o r e  local and regional control in human service 

p r o v i s i o n .

I m p l e m e n t a t i o n :  The d e s i g n a t e d  l ead a g e n c y  be d i r e c t e d  to 

d ev elo p a s p e c i f i c  p ol ic y  s t a t e m e n t  w hi ch 

w o u l d  i ncl ude  r e f e r e n c e  to h um an  service 

plan nin g, p u b l i c  input into a g e n c y  dec isi on 

m a k i n g  and g r e a t e r  e m ph a s i s on a g en cy  d e­

ci sion s b e i n g  m a d e  at the m o s t  d e c e n t r a l i z e d  

level po ss i b l e.
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The G ove rn o r  d i r e c t  th a t  t he  issue of a s i ng le  u n i f o r m  S ta t e  

Hunan Services Plan be a d d r e s s e d .

Implementation: The d e s i g n a t e d  lead agency be d i r e c t e d  to i n­

v e s t i g a t e  the f e a s i b i l it y of the d e v e l o p m e n t  

of a s i n g l e  p l a n  to guide the a c t i o n s  of the 

A d m i n i s t r a t i o n  and the L eg i s l a t u r e

The G o v e rn or  d i r e c t  t h e  a l l o c a t i o n  to the several a g e n c i e s  

wi thi n the M i n i - C a b i n e t  the n e e d e d  re sources to a d d r e ss  the 

remaining issues h i g h l i g h t e d  in the report.

Implementation: U p o n  a l l o c a t i o n ,  the  lead a g e nc y  be d i r e c t e d  

t o  c o o r d i n a t e  t he  w o r k  among a g e n c i e s  w h i c h  

w o u l d  i n c l u d e :

a. i n v e s t i g a t i n g  the f ea sib lit y of each issue;

b. e x p l o r i n g  a l t e r n a t i v e s  and imp acts;

c. p r o p o s i n g  s p e c i f i c  steps to imp lement 

r e c o m m e n d e d  so l u ti on s s t a t i n g  e x a c t l y  w h a t  

is e x p e c t e d  to be a c c o m p l i s h e d  w i t h i n  30, 

60, 90, 365, and  730 day t im ef r am e s ;

d. s o l u t i o n s  be s u b j ec te d  to p u b l i c  review;

e. th is  i n f o r m a t i o n  being s u b m i t t e d  to y o u  

by 6 /1 /8 4 .

The G ove rn o r  d i r e c t  t h a t  p o s i t i o n s  be c re ate d for a j o u r n e y m a n  
planne r and a s e c r e t a r y ,  an d a s s o c i a t e d  costs be funded to 

help c o o r d i n a t e  the i m p l e m e n t a t i o n ,  m o n i t o r i n g  and d e v e l o p m e n t  

of the r e c o m m e n d a t i o n s  c o n t a i n e d  herein.

Implementation: Lea d a g e n c y  be a l l o c a t e d  a total of  $ 2 2 6 , 0 0 0  

to fund: $ 7 5 , 0 0 0  in recurring personnel 

c o s t s ;  $ 3 0 , 0 0 0  in r ec ur r i n g  travel cos t s ;  $ 

1 6 , 0 0 0  in r e c u r r i n g  contractual and c o m m o d i­

ties c o s t s ;  $ 1 0 5 , 0 0 0  in one tim e c o n t r a c t u a l /  

c o m m o d i t i e s  c o s t s  for i n v e s t i g a t i n g  the 

c e n t r a l i z e d  d a t a  base. ( An e s t i m a t e d  825 

s t a f f  d ay s b e y o n d  the p lan ner  and clerical 

p o s i t i o n  t i m e  will also be r e q u i r e d  to c o m ­

pl e t e  the  i niti al w o rk  d e s c ri be d  above.)

T OTAL C OST S TO I M P L E M E N T

$ 2 2 6 , 0 0 0  in n e w  a l l o c a t i o n s

875 staff day s by h u m a n  s e r v i c e  agency st aff

• TOTAL C O S T S TO DA T E

$ 6 0 , 0 0 0  in r e - d i r e c t e d  a g e n c y  a ll o cat ion s

600 s ta f f  da y s  by h u m a n  s e r v i c e  age ncy  sta ff



f

D . R e sources R e q u i r e d  - F o l l o w -uo to Human S e rv i c e s  C o n f e r e n c e  Repor t

Personnel S e r vi ce s  (inn) $ 75,000

Travel (200) 30,0 00

C on t rac tua l (300) 11,000

C o m m od i t i e s  (400) 5,000

T OT A L  $ 12 1, 00 0

In addi tio n, a p p r o x i m a t e l y  675 staff days by State e m p l o y e e s  w i t h ­

in p ro g r a m  d i v i s i o n s  u n d e r  the M 1 n i - C a b i n e t , a r e  r e q u i r e d  to 

p r o vi d e  the n e e d e d  i n t e r - a g e n c y  r e p r e s e n t a t i o n  and i n v o l v e m e n t .

S U M M A R Y  S T A T E M EN T

A. B a c k g r o u n d  —

Projec t c o o r d i n a t i o n  to d a t e  has been  a s s i g ne d  to s t a f f  of the 

De par tm en t  of H ea lt h  a n d  Social Se rvices w ho  h a v e  bee n r e d i r e c t e d  

fr o m  o t h e r r e g u l a r l y  a s s i g n e d  f unctions. C o n s e q u e n t l y ,  crucial 

DHS S a c t i v i t i e s ,  such as o n g o i n g  p r o g r a m  e v a l u a t i o n  and c r e a t i o n  

of the DHSS  Five Y ea r  M a n a g e m e n t  Plan have been d e l a y e d  by a b o u t  

five months. S ta ff  days e x p e n d e d  to date: 600.. D i r ec t  cost:

$60,0000.

B. Comm ent

Any actions to a n a l y z e  the issues and o p p o r t u n i t i e s  c o n t a i n e d  in 

both  reports or to  m o n i t o r  actual i m pl e m e n t a t i o n  or to c o n t i n u e  

the project will r e q u i r e  addit ion al resources be a l l o c a t e d  to 

the lead a g e n c y  d e s i g n a t e d  by th e Go ver nor  for c o n t i n u a t i o n  of 

the project.

C. R e c o m m e n d e d  A c t i o n

Positions be c r e a t e d  for a j o u r n e y m a n  planne r, a s e c r e t a r y  and  

a s s oc i a t e d  c o s t s  a nd c o n s u l t a n t  exp ens es and a s s o c i a t e d  o t h e r  

c o n t r a c t u a l / c o m m o d i t y  c o s t s  be funded in the lead a g e n c y  by 

th e Governor.

The M i n i - C a b i n e t  r e c o m m e n d s  that the D ep ar t m e nt  of C o m m u n i t y  & 

Regional A ffa is  be d e s i g n a t e d  the lead age n c y  for the n ex t 

p h a s e  of the p roj ec t.

D. Re s o u r ce s R e q u i r e d

Personnel S er v i c e s  (100):

H u m a n  Servi ce D i r e c t o r y / D a t a  Base  Project ■ -0-

St a t e wi de  a nd Reg ion al Issues from P r o v i de r C o n f e r e n c e s  $ 7 5 , 0 0 0 . 0 0

Travel (200):

H um a n  Ser vices D i r e c t o r y / D a t a  Bas e Project • -0-

State wid e a n d  Reg i o n a l Issues from P r o v i de r C o n f e r e n c e s  $ 3 0 , 0 0 0 . 0 0
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C o n t r a c t u a l  (300):

H u m an  S ervices D i r e c t o r y / D a t a  Base P r o j e c t  $ 1 00 , 0 0 0 . 0 0

S t a t e w i d e  and Regional Issues from P r o v i d e r  C o n f e r e n c e s  .$ 1 1 ,0 00. 00

C o m m o d i t i e s  (400):

H u m a n  S erv ice s D i r e c t o r y / D a t a  Base P r o j e c t  $ 5, 00 0. 0 0

S t a t e w i d e  and Regional Issues from P r o v i d e r  C o n f e r e n c e s  $ 5,0 00 . 0 0

T O T A L  P R O J E C T  COST: $ 2 26 , 0 0 0 . 0 0

Total S ta ff  days by State E mpl o y ee s:

H u m a n  Se rvi ces  D i r e c t o r y / D a t a  Base P ro je c t  150

S t a t e w i d e  and  Regional Issues fr o m  P r o v i d e r  C o n f e r e n c e s  675

T OT AL  S T A F F  DAYS 825



MEMORANDUM State of Alaska
t o :  T h e  H o n o r a b l e  S t e p h e n  M c A l p i n e  

L i e u t e n a n t  G o v e r n o r
d a te : M a r c h  15, 1984

FILE NO:

TELEPHONE NO

f r o m :  B i l l  S h e f f i e l d  
G o v e r n o r

s u b je c t :  H u m a n  S e r v i c e s
P r o v i d e r  P r o j e c t

T h i s  is to a c k n o w l e d g e  r e c e i p t  o f  y o u r  m e m o r a n d u m  of M a r c h
9, 1984 and to e x p r e s s  m y  a p p r e c i a t i o n  t o  y o u  a n d  the
m e m b e r s  of the H u m a n  S e r v i c e s  M i n i - C a b i n e t .

T h e  r e c o m m e n d a t i o n s  w i l l  be i m p l e m e n t e d  as f o llows:

No. 1. A s s i g n e d  to O M B  (see a t t a c h e d  me m o ) .

No. 2A. T h e  H u m a n  S e r v i c e s  M i n i - C a b i n e t  is to r e m a i n  in
e x i s t e n c e  s u b j e c t  to y o u r  c a l l  for r e v i e w  a n d  
c o m m e n t  on  the p r o g r e s s  a n d  p r o d u c t s  i m p l e m e n t e d  
t h r o u g h  the o t h e r  r e c o m m e n d a t i o n s .

No. 2B. I w i l l  m a k e  r e g u l a r  r e f e r e n c e  to the i m p o r t a n c e  of  
h u m a n  s e r v i c e s .

No. 3. A s s i g n e d  to O M B  (see a t t a c h e d  memo).

No. 4. A s s i g n e d  to O M B  (see a t t a c h e d  m e m o ) .

No. 5. A s s i g n e d  to O M B  (see a t t a c h e d  memo).

No. 6 . T h e  r e c o m m e n d a t i o n  is n o t  clear, b u t  w i l l  be
a d d r e s s e d  w h e n  OMB c o m p l e t e s  o t h e r  a s s i g n m e n t s .

No. 7. T h e  H u m a n  S e r v i c e s  M i n i - C a b i n e t ,  c h a i r e d  by the 
Lt. G o v e r n o r ,  w i l l  i m p l e m e n t  the r e c o m m e n d a t i o n s  
as t h e y  see fit.

A t t a c h m e n t

B S / M A H / j r b / k r b

bcc: M a r s h a  H u b b a r d
P e t e r  M c D o w e l l

02 OOtAlRcv 10/79)



MEMORANDUM • State of Alaska
t o  Peter McDowell d a t e  March ,15, 1984

Director
Office of Management and Budget f i l e  m o - _________„

TELEPHONE NO

FROM Bill Sheffield f / / / )  j  I j f  s u b je c t  Human Services
Governor M  , j j J J U lY ' Provider Projects

The attached document represents the recommendation of the 
Human Services Mini-Cabinet and the culmination of the Human 
Services Provider Project.

The Mini-Cabinet has recommended that your organization be 
directed to pursue the following recommendations:

No. 1. Develop uniform grant regulations and procedures.

No. 3. Develop procedures which will promote local and
regional control in human services. _

No. 4. Investigate the feasibi^xty of the development of
a single human services plan.

No. 5. Investigate the feasibility of establishing a
centralized human services provider grant and 
contract information system.

Please review these recommendations and provide me with a 
work plan including time frames, costs, and products to~be 
produced by April l j 1984^ ‘ ’ ~

cc: Stephen McAlpine, Lieutenant Governor
Dep. Comm. Roger Endell, Adult Corrections Agency 
Comm. Rudd, Administration 
Comm. Robison, Labor
Comm. Notti, Community & Regional Affairs 
Comm. Smith, Health & Social Services 
Comm. Reynolds, Education 
Comm. Sundberg, Public Safety

A t t a c h m e n t



MEMORANDUM State of Alaska

TO:
The H o n o r a b l e  Bill S h e f f i e l d  
G o v e r n o r

FROM

DATE:

FILE [JO:

TELEPHONE NO.

feter B. M c D o w e l l ,  D i r e c t o r  
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  SU0JECT

A p r i l  12, 1984 

184

4 6 5 - 3 5 6 8

H u m a n  S e r v i c e s  P r o v i d e r  
P r o j e c t s

T h e  O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  (OMB) has r e v i e w e d  the 
r e c o m m e n d a t i o n s  o f  the H u m a n  S e r v i c e s  M i n i - C a b i n e t  and the 
s p e c i f i c  t a sks a s s i g n e d  to o u r  o f f i c e .  A  w o r k  p l a n  w h i c h  
r e s p o n d s  to e a c h  a s s i g n m e n t  is o u t l i n e d  below. R e c o m m e n d a t i o n  
n u m b e r s  a r e  as in the M i n i - C a b i n e t  report.

R e c o m m e n d a t i o n  1: D e v e l o p  u n i f o r m  g r a n t  r e g u l a t i o n s  a n d  p r o c e­
du r e s  .

A  p r o j e c t  to s t a n d a r d i z e  i n t e r n a l  c o n t r o l  p r o c e d u r e s  for all 
g r a n t s  w a s  b e g u n  in D e c e m b e r  1983. T h e  p r o j e c t  is b e i n g  c o o r­
d i n a t e d  b y  a s t e e r i n g  c o m m i t t e e  fr o m  t h e  f o l l o w i n g  a g e n c i e s :
OMB, a n d  the D e p a r t m e n t s  of  A d m i n i s t r a t i o n ,  C o m m u n i t y  a n d  
R e g i o n a l  A f fairs, E d u c a t i o n ,  E n v i r o n m e n t a l  C o n s e r v a t i o n ,  H e a l t h  
a n d  S o c i a l  Services, Labor, Law, P u b l i c  Safety, and T r a n s p o r t a­
tion  and P u b l i c  F a c i l i t i e s .

A  f i n a l  d r a f t  o f  t h e s e  i n t e r n a l  c o n t r o l  p r o c e d u r e s  s h o u l d  be 
r e a d y  for s u b m i s s i o n  to the a g e n c i e s  a n d  t h e  A d m i n i s t r a t i v e  C o d e  
r e v i e w  p r o c e s s  by M a y  15, 1984.

T h e s e  p r o c e d u r e s  w i l l  s e r v e  as a f o u n d a t i o n  for d e v e l o p i n g  
"uniform g r a n t  r e g u l a t i o n s  as d i r e c t e d  b y  the M i n i - C a b i n e t .  T h e  
r e q u i r e m e n t s  for a u d i t i n g ,  f i n a n c i a l  m a n a g e m e n t ,  r e p o r t i n g ,  a n d  
m u l t i - y e a r  g r a n t  a w a r d s  w i l l  b e  i n c l u d e d  in the i n t e r n a l  c o n t r o l  
p r o c e d u r e s .

T h e  r e m a i n i n g  r e c o m m e n d a t i o n s  (i.e., a u n i f o r m  a p p l i c a t i o n  
p r o c e s s  a n d  a l l o w a b l e  e x p e n d i t u r e s ) , s h o u l d  be c o m p l e t e d  in 
d r a f t  'form by J u l y  1, 1984. T h i s  w i l l  a l l o w  a d e q u a t e  t i m e  for 
r e v i e w  a n d  c o m m e n t  by the a g e n c i e s  a n d  the pro v i d e r s .

T i m e f r a m e  and p r o d u c t s :
D R A F T  F I N A L

A. U n i f o r m  g r a n t  i n t e r n a l  c o n t r o l  5 / 1 5 / 8 4  9 / 1 / 8 4
p r o c e d u r e s

B. H u m a n  s e r v i c e s  g r a n t  a p p l i c a t i o n  7/1 / 8 4  1 2 / 1 / 8 4

02JXJtA|Rev 10)791



MEMORANDUM State of Alask a

David Zugsberger November P., J.9G5
Office of Nanagement S cudaet

r"-S 'iO.

t s l e p h o - j e n o  465-3600

Grant regulations

This memo confirms cur oral advice to you concerning 
the statutory authority for the Department of Administration 
(DCA) to adopt regulations for custou3/*, accounting, and safekeep­
ing of state grant money. *ve believe that AS 37.05.030 author­
ises DCA to prescribe uniform "financial reports and statements" 
whenever state money is expended. In addition, AS 37.05.020 
grants broad authority to DOA to adopt "regulations for the p e r­
formance of its powers or duties, the execution of its business, 
and its relations to and business with ctner state agencies."

acme municipalities may claim that the proposed grant 
regulations are in conflict with e.S 37.05.318, which purports to 
prohibit a state agency from "imposing additional requirements or 
procedures to implement, interpret, make specific, or otherwise 
carry out the provisions of AS 37.05.315 -- 37.05.317." We have 
consistently advised DOA that the conditions imposed by AS 37.- 
05.318 transcend the bounds of legislative control over the power 
of executive branch agencies to interpret the lav; and enforce it 
through the use of administrative regulations. The proposed 
grant regulations implement not only the fiscal procedures Act, 
but also article IX, section 6 of the Alaska Constitution which 
provides: "no ... appropriation of public money [shall be] made
..., except for a public purpose."

These regulations will provide a grantor agency with 
the power and ability to ascertain whether state grants are spent 
for a public purpose.

Harold M. Brown s . ' s j e c t .
General

Z ' ,

3 L. Baldwin 
Assistant Attorney General 
Governmental Affairs-Juneau

J L B / P J S


