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F I S C A L  N O T E

2008 L E G I S L A T I V E  S E S S IO N

Identifier (file name): HB338CS(FIN)-CED-CRA-03-11-08
Title Power Project Fund/Bulk Fuel Loan Fund_________________

Dept. Affected: 
"RDU

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

CSHB 338(FIN)
3/13/08

DCCED
Comm Asst & Ec Dev (405)

Component Community & Regional Affairs
Sponsor
Requester

Nelson et al
House Finance Component Number 2879

E x p e n d i t u r e s / R e v e n u e s ( T h o u s a n d s  o f  Do l la r s )
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 
Travel 
Contractual 
Supplies 
Eauipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 108.0 108.0 108.0 108.0 108.0 108.0

TOTAL OPERATING 0.0 108.0 108.0 108.0 108.0 108.0 108.0

ICAPITAL EXPENDITURES I I I

CHANGE IN REVENUES ( ) I ! ________ I

FUND S O U R C E _____________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
New Bulk Fuel Bridge Loan Fund 0.0 108.0 108.0 108.0 108.0 1080 108.0

TOTAL 0.0 108.0 108.0 108.0 108.0 108.0 108.0

Estimate of any current year (FY2008) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)
S e c t i o n  1 of  this le g is la t io n  w o u l d  e s t a b l is h  the  bu lk  fuel b r id g e  r e v o lv in g  l o a n  f u n d  a n d  p r o v id e  the  le g a l  authority for 
the  d e p a r t m e n t  to a d m in is t e r  a n d  d e v e l o p  r e gu la t ion s  for the  b u lk  fue l b r id g e  l o a n  p r o g r a m .  N e e d  for this authority w a s  
id e n t i f ie d  in  the S t a t e w id e  S i n g l e  A u d it  p r e p a r e d  by  the  D i v i s i o n  of  L e g is la t iv e  A u d it .  T h is  le g is la t io n  w o u ld  p r o v id e  the 
d e p a r t m e n t  authority l o  c o n t in u e  m a k i n g  l o a n s  to c o m m u n i t i e s  u n a b l e  to qua l ify  for credit u n d e r  c o n v e n t io n a l  f in a n c in g  
or u n d e r  the  A la s k a  E n e r g y  A uthor ity  R e v o lv in g  F u e l  L o a n  P r o g r a m .  L o a n s  from this f u n d  w o u ld  not e x c e e d  $ 5 0 0 .0  
a n d  m u s t  b e  r e p a id  with in  o n e  y e ar  after th e  date  of  the aw ard .  Interest m a y  not b e  c h a r g e d  a n d  r e p a y m e n t s  of  the  
p r in c ip a l  m u s t  b e  p a id  into  th e  f u n d .  A m o u n t s  in  the f i n d  m a y  b e  a p p r o p r ia t e d  for e x p e n s e s  directly related to f u n d  
a d m in is t r a t io n ,  ( c o n t in u e d )

Prepared by: Tara Jollie, Director_______________________________________________________ Phone 907-269-7959
Division Community and Regional Affairs Dale/Time 3/12/08 1.34 PM
Approved by: Emil R. Notli. Commissioner________________________________________ Date 3/12/2008_____
Agency Commerce. Community, and Economic Development_____________________
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F I S C A L  N O T E  U2

A N A L Y S I S  C O N T I N U A T I O N

T h e  f u n d  h a s  b e e n  p r e v io u s ly  c a p it a l iz e d  with $ 2 . 2  m i l l io n .  It is the  intent of  the  d e p a r t m e n t  to c o n t in u e  to 
contract for the  a d m in is t r a t io n  of  th e  p r o g r a m  a n d  d e l iv er y  of  fue l .  T h e  a n n u a l  contractua l fe e s  e s t im a t e d  to 
b e  $ 1 0 8 . 0  will b e  d r a w n  from the f u n d  a n d  s u b s i d i z e d  in  part b y  interest i n c o m e  g e n e r a t e d  b y  th e  f u n d  
resu lt ing  in the  g r a d u a l  d e c r e a s e  in  th e  f u n d  b a l a n c e .

S T A T E  O F  A L A S K A  B I L L  N O . C SH B  338(FIN)

2008 L E G I S L A T I V E  S E S S IO N

Page 2 of 2



F I S C A L  N O T E

S T A T E  O F  A L A S K A

2008 L E G I S L A T I V E  S E S S IO N

Fiscal Note Number: 1
Bill Version:
(H) Publish Date: 3/13/08

CSHB 338(FIN)

HB338-CED-AEA-02-26-08Identifier (file name):
Title Power Project Fund/Bulk Fuel Loan Fund

Dept. Affected: DCCED
'RDU AEA (453)

Sponsor
Requester

Nelson et al
Component AEA Rural Energy Operations

House Finance

E x p e n d i t u r e s / R e v e n u e s

 Component Number

( T h o u s a n d s  o f  D o l lars)

2600

Note: Amounts do not include inflation unless otherwise noted below.
Appropriation

Required Information
OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 ^Y 2014
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0,0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE__________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Interagency Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0,0

Estimate of any current year (FY2008) cost: 0 0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS'. (Attach a separate page it necessary)
T h i s  le g is la t io n  a u t h o r iz e s  the  A la s k a  E n e r g y  Authority  ( A E A )  to lo a n  m o n e y  from the P o w e r  Pro ject  F u n d  ( P P F )  to the 
B u lk  F u e l  R e v o l v in g  L o a n  F u n d  ( B F R L F )  at terms that A E A  d e t e r m in e s  are  app ropr iate  to m a in t a in  th e  v iabi lity of  b o th  
f u n d s .  Current ly ,  A E A  is  a b l e  to c o m m it  f u n d s  for a  bu lk  fue l lo a n  o n ly  if there is suffic ient c a s h  a v a i l a b le  in  Ih e  B F R L F .  
T h i s  results in  a  po te n t ia l  u n d erut i l iz at io n  of  th e  B F R L F  a n d  in c r e a s e s  the  l ik e l ih o o d  of  d e c l in in g  l o a n  r e q u e s t s  until 
p a y m e n t s  o n  r e c e iv a b le s  r e p le n is h  the f u n d .

T h i s  bil l a l s o  m a k e s  m in o r  te c h n ic a l  c h a n g e s  to the  P P F  a n d  d e le t e s  u n n e c e s s a r y  p r o v is io n s .  T h i s  bil l h a s  n o  f iscal 
im o a c t  o n  A E A  o n e r a t io n s .

Prepared by Sara Fishor-Goad. Acting Executive Director______________________________  Phone (907) 771-3012
Division Alaska Energy Authority_______________________________________________ Date/Time 2/26/08 4 29 PM
Approved by: Emil R. Notti. Commissioner________________________________________  Date 2/26/2008_____
Agency Commerce, Community, and Economic Development_____________________
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R e p r e s e n t a t i v e  M a r y  S a l t i e r  9 { e t s o n
State Capitol • Juneau, Alaska 99801-1182 Phone: (907) 465-4942 •  Fax: (907) 465-4589 Rep. Mary. Nelson@)leg(s.sta te. ak. us
I  l o u s e  D i s t r i c t  3 8  
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I 'mkuniiuti;
I ’/i/xt luilskag

S ponsor  S ta tem ent  
House Bill 338

H ouse  B i l l  338 makes changes in  statute regard ing two very  importan t fuel 
loan programs. O n e  establishes the bu lk  fuel br idge loan fund and program 
w it h in  the Departm ent o f  C o m m u n i t y  and E c o n om ic  D e ve lo pm en t . T h is  loan 
fund is for com m un it ie s  w ho  are unab le  to q u a l i f y  for fue l loans from any 
other source and is ex trem e ly  important in  t imes o f  cr is is . In the past 4 years 
th is program has he lped 26 com m un it ie s  through loans o f  near ly  S6.5 m i l l i o n  
w ith  a payback rate o f  near ly  100%. A lth oug h  the b r idge loan program has 
been fun c t io n in g  w e l l  s ince  2004, House  B i l l  338 is necessary to c la r i fy  in 
statute the author iza t ion  o f  th is v ita l program.

T h is  b i l l  a lso relates to the Power Project F und  (PPF) and authorizes the 
A laska  Ene rg y  A u tho r ity  (A EA ) to borrow  m on ey  from the PPF for the B u lk  
Fue l R e v o lv in g  Loan Fund  (BFRLF') and lo  repay m o n e y  borrowed . T h e  PPF 
and B F R L F  are both adm in is te red  by  A E A  al terms A E A  determ ines are 
appropr ia te to m a in ta in  the v ia b i l i t y  o f  both funds.

D ue  lo  the ever increas ing  cost o f  energy throughout A laska , the a b i l i t y  o f  
A E A  to o ffer loans to com m un it ie s  has been great ly h indered . T h is  is because 
larger loans arc needed to buy  the same quant ity  o f  fuel.

C u rren t ly , A E A  is ab le to com m it  funds for a b u lk  fuel loan o n ly  i f  there is 
su ff ic ien t cash a v a i la b le  in the B F R L F .  T h is  results in potent ia l 
u nde ru t i l iza t io n  o f  the B F R L F  and increases the l ik e l ih o o d  o f  h a v in g  to 
d e c l in e  loan requests unt i l payments on rece ivab les rep len ish  the fund, w h ic h  
m ay be too late to meet borrowers ’ needs to purchase fuel.

T h e  b i l l  w o u ld  l im i t  the amount that A E A  can borrow  from the PPF for the 
B F R L F  to the lesser o f  $2 m i l l i o n  o r ten percent o f  the PPF cash ba lance on 
June 30 o f  the p reced ing  fiscal year. T h e  b i l l  a lso p rov ides  that A E A  cannot 
borrow  from the PPF for this purpose i f  the cash ba lance o f  the PPF is less 
than S5 m i l l i o n .



I n  add it io n  to the loan p rov is ions , H B  338 deletes unnecessary p ro v is io n s  to 
A S  42.45.010(b). T h e  b i l l  deletes references to nonp ro f it  market ing  
cooperat ives as potent ia l borrowers because A E A  has not had a ny  PPF  loan 
requests from  these entit ies. T h e  b i l l  also deletes PPF loan p ro v is io ns  for 
po tab le  water s up p ly  pro jects because such requests have rarely, i f  ever, 
o c cu lte d .

H B  338 makes add it iona l housekeep ing  changes d e le t in g  outdated l im ita t io n s  
on  PPF loans and p rov ides  that PPF  loans for pu iposes  other than p ow e r 
pro jects are sub ject to the same l im ita t io n s  on  interest and other restr ict ions as 
arc loans for p ow e r  projects.

F in a l ly ,  H B  338 w o u ld  am end  the B F R L F  statute, add ing  a new  subsect ion 
au tho r iz ing  A E A  to borrow  m o n ey  from the PPF w hen  necessary to meet b u lk  
fue l loan com m itm en ts  and au tho r iz in g  A E A  to repay these loans from the 
B F R L F .

I f  you have  any  quest ions or concerns p lease do not hesitate to c a l l  o u r off ice .



R e p r e s e n t a t i v e  ‘M a r y  S a t t f e r  H ^ e t s o n
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C S  F o r  H B  338  S e c t io n a l A n a ly s is

S e c t io n  1 a m e n d s  A S  2 9 .6 0 , e s ta b lis h in g  the  b u lk  fu e l b rid g e  loa n  fu n d  in the  
D e p a rtm e n t o f  C o m m u n ity  a n d  E c o n o m ic  D e v e lo p m e n t to  a s s is t 
c o m m u n it ie s , u tilit ie s , a n d  fu e l re ta ile rs  in p u rc h a s in g  b u lk  fu e l w h e n  no  o th e r 
fu n d in g  is a v a ila b le . T h e  fu e l p u rc h a s e r m u s t h a ve  e n d o rs e m e n t fro m  a 
c o m m u n ity ’s g o v e rn in g  b od y , and  h a ve  been  d e n ie d  a loan  fro m  a n y  and  all 
fu n d in g  s o u rc e s  the  D e p a rtm e n t d e te rm in e s  a re  a v a ila b le  in th e  c o m m u n ity . 
L o a n s  m u s t n o t e x c e e d  $ 5 0 0 ,0 0 0  and  m us t be  rep a id  w ith in  a ye a r. In te re s t 
m a y  n o t be  c h a rg e d  on  th e s e  loans.

S e c t io n  2 a m e n d s  A S  4 2 .4 5 .0 1 0 (b ), a u th o r iz in g  A la s k a  E n e rg y  A u th o r ity  
(A E A ) to  m a k e  lo a n s  fro m  th e  P o w e r P ro je c t F und  to  th e  B u lk  F ue l R evo lv in g  
L o a n  F un d  w h ic h  is a ls o  a d m in is te re d  by A E A  a t te rm s  A E A  d e te rm in e s  a re  
a p p ro p r ia te  to  m a in ta in  th e  v ia b ility  o f  bo th  fu nd s .

T h e  bill lim its  th e  a m o u n t th a t A E A  can  b o rro w  fro m  the  P P F  fo r  th e  B F R L F  to 
th e  le s s e r  o f $ 2  m illio n  o r  te n  p e rc e n t o f the  P P F  ca s h  b a la n c e  on J u n e  30  o f 
th e  p re c e d in g  fis c a l ye a r. T h e  b ill a lso  p ro v id e s  th a t A E A  c a n n o t b o rro w  from  
th e  P P F  fo r  th is  p u rp o s e  if  th e  ca sh  b a la n ce  o f th e  P P F  is  less  th a n  $5 
m illio n .

S e c tio n  2 a ls o  d e le te s  re fe re n c e s  to  n o n p ro fit m a rk e tin g  c o o p e ra tiv e s  as 
p o te n tia l b o rro w e rs  w h ile  a ls o  d e le tin g  P P F  loa n  p ro v is io n s  fo r  p o ta b le  w a te r 
s u p p ly  p ro je c ts .

S e c t io n  3 m a k e s  a d d it io n a l h o u s e k e e p in g  c h a n g e s  to  A S  4 2 .4 5 .0 1 0  to 
d e le te  o u td a te d  p ro v is io n s  re g a rd in g  lim ita tio n s  on  P P F  lo a n s  and  to  p ro v id e  
th a t P P F  lo a n s  fo r  p u rp o s e s  o th e r th an  p o w e r p ro je c ts  a re  s u b je c t to the 
s a m e  lim ita tio n s  o n  in te re s t and  o th e r  re s tr ic tio n s  a s  a re  lo a n s  fo r p o w e r 
p ro je c ts .

S e c t io n  4  a m e n d s  A S  4 2 .4 5 .2 5 0  to  re fle c t the  n a m e  c h a n g e  o f the 
p u b lic a tio n  T h e  W e e k ly  B o nd  B u ye r to T he  B o nd  B u y e r  in re la tio n  to  a v e ra g e  
w e e k ly  y ie ld  o f  m u n ic ip a l b o n d s  and  B F R L F  in te re s t ch a rg e s .

S e c t io n  5 w o u ld  a m e n d  the  B F R L F  s ta tu te , A S  4 2 .4 5 .2 5 0 , to  add  a n ew  
s u b s e c tio n  a u th o r iz in g  A E A  to  b o rro w  m o n e y  fro m  the  P P F  w h e n  n e c e s s a ry  
to  m e e t b u lk  fu e l lo a n  c o m m itm e n ts  a n d  a u th o r iz in g  A E A  to re p a y  th ese  
lo a n s  fro m  th e  B F R L F .

Sec tion  6 provides for an immediate effective date.

mailto:Rep.Mary.Nelson@legis.state.ak.us


B U L K  F U E L  B R I D G E  L O A N  
P R O G R A M  H I S T O R Y  ( S 0 0 0 )

C o m m u n i t y
A l a k a n u k  
A rct ic  V i l l a g e  
A t m a u t l u a k  
B e a v e r  
B u c k l a n d  
C h a lk iy t s ik  
C h a u t h b a l u k  
C h i g n i k  
C h i g n i k  L a k e  
C l a r k s  P o i n t  
C r o o k e d  C r e e k  
E g e g i k  
E m m o n a k  
I v a n o f  B a y  
K o t h k  
K o y u k u k  
L a r s e n  B a y  
S t .  M i c h a e l  
N e l s o n  L a g o o n  
P i lo t  P o i n t  
P o r i  H e ic J e n  
S t  G e o r g e  
N e w t o k  
T u l u k s a k  
T u n t u t u l i a k  
T w i n  H i l l s

T o t a l

2 0 0 4
3 9

1 2

1 4

5 1

1 3

1 8
3 2 2

5 6

1 1 2

6 4 1

2 0 0 5

7 1

1 6

5 3

1 1 3

5 2 7
5 6

2 3 2

8 5
8 8

5  1 . 2 4 1

2 0 0 6

8 8

1 7
5 1
9 7
7 5

8

54
8 8

4 9 9
1 2 6
1 2 7
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IN  S E N A T E  F IN A N C E  C O M M I T T E E By O lson

To: C S  MB 338 (F IN) , B u lk  Fue l Loan Fund

Insert new  sect ion 4 that amends AS  42.45.250 (e)( I ) to read:

“(1) m ay  not exceed 5500,000 [S400,000], or, i f  the borrower is a coopera t ive 
corporat ion o rgan ized  under AS  10.15 or an e lec tr ic  coopera t ive  organ ized  under AS
10.25 and uses the loan to purchase b u lk  fuel on b e h a l f  o f  m ore  than one  com m un ity , 
m ay  not exceed  the lesser o f  $500,000 [S400,000] m u lt ip l ie d  by the num be r  o f  
c om m un it ie s  on w hose b e h a l f  the bu lk  fuel is to be purchased, S I , 800,000 151,500,000).



AMENDM ENT

IN SENATE FINANCE COMMITTEE 13y Olson

To: C S  I IB  338 (F IN ) . B u lk  Fue l Loan Fund

Insert new  sect ion 4 that amends A S  42.45.250 ( e ) ( l) to read:

“(1) m ay  not exceed S500, J00 [S400.000], or, i f  the borrower is a cooperat ive 
corporat ion o rgan ized  under A S  10.15 or an e lec tr ic cooperat ive organ ized under AS
10.25 and uses the loan  to purchase bu lk  fuel on b eh a l f  o f  more than one com m un ity , 
m ay  not exceed the lesser o f  $500,000 [S400,000] m u lt ip l ie d  by the num be r  o f  
com m un it ie s  on  w hose  b e h a l f  the bu lk  fuel is to be purchased, S I , 800,1)00 [S 1,500,000].
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D E P A R T M E N T  O F  C O M M E R C E ,  C O M M U N I T Y .  A N D  E C O N O M I C  D E V E L O P M E N T

O n e  r e c om m en d a t io n  was m ade  to the D epa rtm en t o f  C o m m e r c e .  C o m m u n i t y ,  and 
E c o n o m ic  D e v e lo pm e n t  ( D C C E D )  in  the State of Alaska, Single Audit for the Fiscal Year 
Ended June 30. 2006. T h e  p r io r  year r e c om m en da t io n  l ias been re so lved .

O n e  n e w  r e c om m en d a t io n  has been made d u r in g  the I: Y  07 s ta tew ide  s in g le  aud it  and  is 
in c lu d e d  as R e c om m e n d a t io n  N o . 15.
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T h e  D epa rtm en t o f  C o m m e r c e .  C o m m u n i t y ,  and E c o n o m ic  D e v e lo pm e n t  ( D C C H D ) .  
D ire c to r  o f  A dm in is t r a t iv e  S e rv ice s , shou ld  im p r o v e  in te rna l con tro ls  o v e r  the b u lk  fuel 
r e v u l v in u  loan p ro g ram  and sh o u ld  seek lega l c la r i f ic a t io n  regard ing  the d e p a r tm en t ’s 
a u tho r ity  to a dm in is t e r  the  p r o g r am .

D C C ' E D  docs  not h a v e  adeqt iatc con tro ls  for m o n i t o r in g  its b u lk  fue l lo an  p ro g ram  no r  has 
the departm ent p r o p e r ly  reported the f in an c ia l a c t iv i t y  in  the State's c om p re h e n s iv e  annua l 
f in a n c ia l  report ( C A F R ) .  Further , D C ’C E D  m a y  lack statutory au tho r ity  to operate this 
p rog ram  as a r e v o l v in g  lo an  fund .

R u ra l A la sk a  c o m m u n i t i e s  that d o  not q u a l i f y  for the A laska  E n e rg y  A u tho r ity 's  b u lk  fue l 
lo an  p rog ram , m a y  a p p ly  for a no  interest loan  to purchase he a t in g  fue l u n d e r  D C C E D ’s b u lk  
fue l r e v o lv in g  loan  p rog ram . S in c e  D C C 'E D ' s  p rog ram  began in  F Y  05, the State has pa id  
o v e r  S2.2 m i l l i o n  to c a p i t a l iz e  the a c t iv i t y  in  a lo a n  fund  ( S I .4 m i l l i o n  o f  the fu n d in g  was 
federa l) . T h e  cash and  lo a n  a c t iv i t ie s  are m anaged  b y  a contractor w h o  is re spon s ib le  for 
m a k in g  n e w  loans  and r e c e iv in g  the repayments . T h e  cash is m a in ta in e d  in  a separate ly 
id e n t i f ie d  bank  a c co u n t  b y  the contractor . D C C E D  has not requ ired  the con trac to r to e ither 
ro u t in e ly  report o n  the loan  a c t iv i t ie s  or p r o v id e  bank  statements on  the cash ba la n ce . N o t 
a dequa te ly  m o n i t o r in g  the loan  p rog ram  puts the a c t iv i ty  at a greater r isk for fraud and/or 
errors in report ing .

T h e  departm ent has operated  its b u lk  fuel r e v o l v in g  loan  fund  as a grant p rog ram  and 
cons ide rs  the e x pend itu re s  to be grant paym ents . B ecause  it cons ide red  the lo a n  fund  to be a 
grant p rogram , D C C E D  does not report the cash or loans re c e iv a b le  assoc ia ted  w it h  the loan 
p rog ram  in the C A F R .  T h is  p rog ram  sho u ld  no t be cons id e red  grant activ ity , s in ce  the State 
s t i l l  m a in ta in s  co n t ro l o v e r  the cash and is en t it le d  to the future loan repayments . G e n e r a l ly  
accepted  a c c o u n t in g  p r in c ip le s  requ ire  this a c t iv i t y  be reported as cash or r e c e iv a b le  rather 
than expend itu res  s in c e  the p aym en ts  are to c a p i t a l iz e  the loan  fund o v e r  w h ic h  the Sta le 
m a in ta in s  con tro l .

W e  re c om m en d  D C C E D ’s a dm in is t r a t iv e  se rv ices  d ire c to r  im p ro v e  in terna l co n tro ls  o v e r  its 
bu lk  fuel revo lv  in g  lo an  fund . A n n u a l l y ,  the p rogram 's  f in a n c ia l  activ ity , i n c lu d in g  cash and 
re c e iv a b le  ba lan ces , s h o u ld  be in c lu d e d  in the C A F R .  Further , s ince  the p rog ram  is not a 
grant p rog ram , w e  r e c om m en d  the departm en t seek lega l c la r i f ic a t io n  rega rd ing  us statutory 
au tho r ity  to a dm in is te r  the r e v o l v in g  loan  f m u l .

Agency Response Department oj ( 'ommunity, ( omnteree, anil Economic Development

/ have reviewed the preliminary audit regarding the I ) 07 Statewide Single Audit and 
appreciate the opportunity to respond. The one recommendation states that the Directin' oj 
Administrative should improve internal controls over the hulk tue! revolving loan program

Recom mendation No. 15
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and should seek legal clarification regard inn the department 's authorin' to administer the 
program. The Management Letter discusses three factors as follows:

DCCED does not have adequate controls for monitoring the program... and lias not required 
the contractor lo routinely report on the loan activity... DCCED disagrees. The program 
began in FY05 and throughout that period a detailed accounting was maintained o f  each 
community receiving a loan. Prior to the program being transferred to a new Grantee in 
September 2005 an in depth reconciliation was completed that identified by community, the 
amounl(s) loaned, paid back, and outstanding: amount paid to the grantee for its 
administrative fees and travel: interest earned: amount held in the bank, and the amount 
"transferred to the new Grantee.

Since then, the Grantee has periodically prepared various statements reflecting loan 
amounts, amounts outstanding and cash held. Additionally, DCCED has maintained a 
summary analysis reflecting the amounts paid to the Grantee for loans, administrative fees, 
and travel.

DC CEP has not properly reflected the financial activity in the State's comprehensive annual 
/inancial report. DCCED agrees. This program should be recognized as a revolving loan 
program and reflected as such in the Stale's comprehensive annual financial report.

DCCED may lack statutory authority to operate this program as a revolving loan fund. 
DCCED also believes it lacked statutory authority to implement this revolving hum program. 
In fiscal year 2005 DCCED presented its concerns to the administration. It was determined 
that the program could be implemented by DCCED entering into a Grant Agreement with a 
Grantee whom would then implement and provide the day-to-day administration o f  the 
revolving loan program.

It was also supposed to have been a one-year program, h has since evolved into a continuing 
program.

DC ED believes that if the program is to continue, it should be established in statute as a 
revolving loan program and administered by DCCED in the same manner as DCCED's 
other revolving loan programs. And, if the program is not established in statute it should be 
discontinued. The determination has been made that this program should continue, 
l egislation has been introduced to establish the loan program in statute

( ontact Person: Philiciann (Phil) Hem,i'll, finance Officer
Division o f  Administrative Services 
Telephone: (907} >165-55-15
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Legislative A ud it’s Additional Comments:

W e  ha v e  re v iew e d  D C C E D ' s  response and n o th in g  co n ta in ed  in  the response p ro v id e d  
s u f f ic ie n t  in fo rm a t io n  to persuade us to rev ise  th is re c om m en da t io n .

S in c e  the b u lk  fue l r e v o lv in g  loan p rogram  was transferred to a n e w  contractor in 2005. 
D C C E D  has not requ ire d  bank  statements or quarte r ly  f in a n c ia l  reports. G e n e ra l ly ,  the 
contractor p ro v id e d  loan in fo rm a t io n  to D C C E D  as part o f  the a n n ua l grant a p p l ic a t io n  
process. G iv e n  the large am oun t  o f  cash m a in ta in e d  b y  the contractor , w e  b e l ie v e  m o re  
aggress ive  m o n i t o r in g  o f  the p rog ram  is warranted . W e  a f f i rm  ou r  r e com m en da t io n .
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