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will still be available to the legislative audit division, notwithstanding the confidential 
nature o f  the material.
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CS FO R  HOUSE BILL NO. 243(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SESSION

B Y  T H E  HOUSE S TA T E  A F F A IR S  C O M M IT T E E

O ffered:
Referred:

Sponsor(s): H O U SE R ULES C O M M IT T E E  B Y  REQ UEST O F T H E  G O V E R N O R

A BILL 

FO R AN ACT EN TITLED  

"A n Act establishing state  agency p rog ram  perform ance m anagem ent and  aud it powers 

in the Office o f the G overnor for the evaluation of agency program s; and  providing for 

an  effective d a te ."

BE IT  ENACTED BY TH E  LEG ISLA TU RE O F T H E  STA TE O F ALASKA:

* Section 1. AS 37.07.040 is amended by adding a new paragraph to read:

(10) establish and administer a state agency program performance 

management system involving planning, performance budgeting, performance 

measurement, and program evaluation; the office shall ensure that information 

generated under this system is useful for managing and improving the efficiency and 

effectiveness of agency operations.

* Sec. 2. AS 44.19.145(a) is amended by adding a new paragraph to read:

(12) conduct internal audits of agencies and programs within the 

executive branch of state government.

* Sec. 3. AS 44.19 is amended by adding a new section to read:

-1-
N e w  T e x t  U n d e r : i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]
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Sec. 44.19.147. In ternal aud it records. The office shall keep a complete file 

of internal audit reports resulting from audits conducted under AS 44.19.145(a), and a 

complete file of the internal audit work papers and other related supportive material. 

Internal audit work papers and other related supportive materia) are confidential, and 

internal audit reports are confidential until released by the governor. However, the 

legislative audit division has the right to access these confidential reports, papers, and 

other material in the same manner and to the same extent as provided in 

AS 24.20.271(6) for access b;> the division to confidential material of state agencies. 

The legislative audit division si all maintain the confidentiality of any reports, papers, 

or other materials obtained fron the office in the same manner as the legislative audit 

division maintains the confide itiality of other confidential material to which the 

legislative audit division has access under AS 24.20.271(6).

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

CSIIB 243(STA) -2-
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FISCAL NOTE

2003 LEGISLATIVE SESSION Bill Version: HB243
() Publish Date: ______

STATE OF ALASKA Fiscal N ote N um ber: ________

Revision Date/Time (Note if correction): 4/16/03 1:20 PM Dept. Affected:_________ Governor
Title An Act establishing audit powers in the_________ BRU OMB_____________
____________ Office of the Governor______________________Component OMB______________
Sponsor Rules Committee______________________________________________________
Requester Governor________________________________Component No. 2144

Expenditures/Revenues______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TO TAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C APITAL EXPENDITURES___________

CHANGE IN REVENUES ( ) I

FUND SOURCE__________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f any c u rre n t year (FY2003) cos t: 0.0
C heck th is  box (X) i f  fu n d in g  fo r  th is  b ill is in c luded  in the  G ove rno r's  FY 2004 bu d g e t p roposa l: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS : (Attach a separate page if  necessary)

This bill would re-establish an audit function in the Office of the Governor. Funding will be provided by 
reallocation of existing Office of the Governor funds in the Governor's FY 04 budget; no new money will be 
required.

The Governor’s budget request for the Office of Management and Budget, and as approved by the House, 
totals $1,899,500 from the general fund. Of that amount, $1,767,500 is in personal service costs for 23 full 
time positions. To help restore the internal performance audit function, the following transfers were 
accomplished:

Prepared by: Jay Hogan, Deputy Director____________________________  Phone 465-3559
Division OMB__________________  DateTTime 4/16/03 1:35 PM
A pproved  by: J a y  H ogan , D eputy  D irector_____________________________________  D ate  4 /1 6 /2 0 0 3
A g en cy  OMB_____________________________________________________________

(Revised 9/2002 OMB) P a g e  1 o f



FISCAL NOTE

ANALYSIS CONTINUATION

Three positions were transferred from the Division of Governmental Coordination [DGC was reduced in 
size and transferred via Executive Order 106 to the Department of Natural Resources] to support the audit 
and performance evaluation function. Two were classified as Management Analysts and the third as an 
Internal Auditor.

Funding for the three positions transferred came from reallocations within the Division of Elections 
[$106,800] and the Human Rights Commission [$128,800].

The three “new” positions, plus two existing OMB Internal Audit positions would give the audit and 
performance evaluation function a staff of five full time positions. It is also envisioned that as 
circumstances may require, OMB Budget and Policy Analysts would assist in various audit and 
performance evaluations.

STATE OF ALASKA BILL NO. HB 243
2003 LEGISLATIVE SESSION ~



Frank H. Murkowski, Governor

DEPARTMENT OF LAW
OFFICE OF THE A TTORNEY GENER/IL

P.O. BOX 110300
123 4thST., D IM O N D  CO URTHO USE  
JUNEAU. ALASKA 99811-0300
PHO NE:
FAX:

(907)465-3600
(907)465-2520

April 16, 2003

Kon. Bruce Weyhrauch, Chair 
House State Affairs Committee 
Alaska Legislature 
Room 102, State Capitol 
Juneau, Alaska 99801

Re: HB 243 - state agency performance audit powers;
confidentiality provisions

Dear Representative Weyhrauch:

We were requested to comment on section 3 of the above-referenced bill which 
makes internal audit reports confidential until released by the governor. The intent of this 
provision is to attain the level of effectiveness for internal auditors as presently provided 
for legislative auditors. S e e  AS 24.20.301(a) and 24.20.311. The ability to make audit 
communications and reports confidential greatly adds to an auditor’s ability to provide 
candid assessments of program and policy implementation.

We expect that the internal audit function is likely to be less involved in post audit 
examinations and more in examinations of performance of assigned functions. In order 
to encourage candor on the part of auditors, there should be control vested in the 
governor as to when and if audit reports become public. It is likely that the preliminary 
reports of the auditors are privileged because the auditors will be advising the governor 
on matters of policy which would be part of the executive decision-making process.
Under these circumstances the work of the auditors would be subject to the deliberative 
process privilege. S e e  C a p ita l  In fo . G ro u p  v. S ta te , O ffic e  o f  th e  G o v e r n o r , 923 P.2d 29 
(Alaska 1996). However, unlike the unqualified privilege accorded to the legislature, the 
deliberative process privilege is qualified, meaning that it is determined by balancing the 
interests involved.

«



Re: HB 243
H on. B ruce W eyhrauch April 16, 2003

Page 2

The bill p roposes to m ake internal audit reports and supporting w ork papers 
confidential by  law  to avoid  the uncertainty o f  the balancing process w hich can only be 
u ltim ately  reso lved  in a court o f  law. In this w ay, the privilege accorded to the w ork 
p roduct o f  internal auditors w ould be the sam e as accorded to legislative auditors.

Thank you for the opportunity  to com m ent on this bill.

Sincerely,

G REG G  D. R EN K ES 
A TTO R N EY  G EN ERA L

By:
A ssistant A ttorney G eneral

JLB :jn

cc: D avid M arquez, A ssistant A ttorney G eneral, Legislative Liaison
D eborah E. B ehr, L egislation A ttorney 
Jay H ogan, D eputy D irector, OM B
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O F F I C E  O F  T H E  G O V E R N O R

OFFICE OF MANAGEMENT AND BUDGET

FRANK H. MURKOWSKI, GOVERNOR

P.O.BOX 110020 
JUNEAU, ALASKA 99811-0020  
PHONE: (907)465-4660  
FAX: (907) 465-3008

T h e  H o n o ra b le  B ru c e  W e y h ra u c h  D a te : A pril 9 , 2 0 0 3
To: C h a i r m a n

H o u se  S ta te  A ffa irs  C o m m itte e  
S ta te  C a p ito l R oom  102 
J u n e a u ,  A la s k a  9 9 8 1 1

T h ru :  C h e ry l F r a s c a ^ D ir e c to r  S u b je c t :  H B 2 4 3  S c h e d u lin g
O ffice o f  M a n a g e m e n t a n d  B u d g e t

F ro m : J a y s ^ p g a n ,  D e p u ty  D ire c to r
o f M a n a g e m e n t a n d  B u d g e t

L e g is la tiv e  A d m in is tra tiv e  A s s is ta n t  G in n y  A u s te r m a n  h a s  in d ic a te d  th a t  
H B  2 4 3 , A n  A ct e s ta b l is h in g  s ta t e  a g e n c y  p ro g ra m  p e r fo rm a n c e  m a n a g e m e n t  
a n d  a u d i t  p o w e rs  in  th e  O ffice o f  th e  G o v e rn o r  fo r th e  e v a lu a tio n  o f a g e n c y  
p ro g r a m s , is  te n ta t iv e ly  s c h e d u le d  fo r h e a r in g  o n  T u e s d a y , A pril 15 th. P le a se  
a c c e p t  th is  a s  o u r  r e q u e s t  fo r th e  c o m m itte e  h e a r in g  a s  te n ta t iv e ly  s c h e d u le d .

Y o u r p r o m p t  s c h e d u l in g  o f HB 2 4 3  is  v e ry  m u c h  a p p re c ia te d .

M a te r ia ls  r e q u e s te d  by  y o u r  s ta f f  a re  a t ta c h e d .
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