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, -K' > Mfl. Legal counsel, (n) The attorney general is legal
cour ' ; commission. The attorney general shall advise the com­
missi.;;. ... .egni m atters arising in the discharge of its duties and 
represent the commission in actions to which it is a party. If, in the 
opinion of the commission, the public interest is not adequately rep­
resented by counsel in a proceeding, the attorney general, upon request 
of the commission, siiaii represent the pubiic interest.

(b) The commission may emp! v  temporary legal counsel from time 
to time in proceedings before the commission in which the atto.ney 
general is representing the public interest or a party before the com­
mission. (§ 6 ch 113 SLA 1970)

See. 42.05.120. I Repealed, § 5 ch 113 SLA 1970.1

Sec. 42.05.121. Em ploym ent o f com m ission personnel, (a) The
commission may employ an executive director who shall have had at 
least five years of experience in public utility management or regu­
lation, law, accounting, engineering, or an allied field. The executive 
director is responsible for directing the adm inistrative functions of the 
commission and carrying out the policies as set by the commission. The 
commission may employ engineers, hearing officers, administrative 
law judges Lo the extent provided by AS 42.06.140(b), experts, clerks, 
accountants, and other agents and assistants it  considers necessary. 
Employees and agents of the commission who arc not partially exempt 
under AS 39.25.120, other than legal counsel, are in the classified
service under AS 39.25.100.

(b) In addition to its staff of regular employees, the commission may 
contract for a rd  engage the services of consultants and cxp?rts the 
commission considers necessary. (§ 6 ch 113 SLA 1970; am § i. ch 103 
SLA 1978; am § 2 ch 136 SLA 1980; am § 5 ch 110 SLA 1981 •

* Sec . 4. AS 42.05.121 i s  amended t o  r e a d .
Sec . 42.05 121. EMPLOYMENT OF COMMISSION PERSONNEL. (a) The 

comm iss ion may employ an e x e c u t i v e  d i r e c t o r  who s h a l l  have had a t  
l e a s t  f i v e  y e a r s  o f  e x p e r ie n c e  in  p u b l i c  u t i l i t y  management o r  r e g u ­
l a t i o n ,  l a w ,  a c c o u n t in g ,  e n g in e e r i n g ,  0 1  ?n a l l i e d  f i e l d .  The e x e c u ­
t i v e  d i r e c t o r  i s  r e s p o n s i b l e  f o r  d i r e c t i n g  th e  a d m i n i s t r a t i v e  f u n c ­
t i o n s  o f  t h e  com m iss ion  and c a r r y i n g  o u t  th e  | d e s  a s  s e t  by th e  
com m iss ion .  The comm iss ion  may employ en g in e e r  h e a r in g  o f f i c e r s ,  
a d m i n i s t r a t i v e  law  Judges to  th e  e x t e n t  p ro v id e d  by AS 42.05.171 and 
AS 42.06.140(b), e x p e r t s ,  c l e r k s ,  a c c o u n t a n t s ,  and o t h e r  a g e n t s  and 
a s s i s t a n t s  i t  c o n s i d e r s  n e c e s s a r y .  The e x e c u t i v e  d i r e c t o r ,  depu ty  
d i r e c t o r ,  a t t o r n e y s ,  h e a r in g  o f f i c e r s ,  and a d m i n i s t r a t i v e  law  ju d g e s  
a r e  in  th e  p a r t i a l l y  exempt s e r v i c e  unde r AS 39.25.120. O ther emp loy­
e e s  (EMPLOYEES 1 and a g e n t s  o f  th e  comm iss ion  (WHO ARE NOT PARTIALLY 
EXEMPT UNDER AS 39.25.120, OTHER THAN LEGAL COUNSEL,1 a r e  i n  th e  
c l a s s i f i e d  s e r v i c e  u n d e r  AS 39.25.100.

(b) I n  a d d i t i o n  to  i t s  s t a f f  o f  r e g u l a r  em p lo yee s ,  th e  commis­
s io n  may c o n t r a c t  f o r  and engage the  s e r v i c e s  o t  c o n s u l t a n t s  and 
e x p e r t s  th e  comm iss ion  c o n s i d e r s  n e c e s s a r y  to  a d v i s e ,  recommend, o r  
t e s t i f y  in  a s p e c i f i c  p ro c e e d in g .  The comm iss ion  may n o t  c on t r a c t  f o r  
a d v i c e  on l e g a l  m a t t e r s  u n l e s s  t h e  a t t o r n e y  g e n e r a l  i s  r e p r e s e n t i n g  
the  p u b l i c  i n t e r e s t  un de r  AS 42.05.111.

* Sec . 5. AS 42.05.121 i s  amended by  a d d in g  a new s u b s e c t i o n  to  re nd :
(c) The comm iss ion  s h a l l  m a in t a i n  a c c u r a t e  r e c o r d s  o f  t h e  t ime 

d e vo te d  by a c o n s u l t a n t  o r  e x p e r t  t o  each  m a t t e r  end th e  s e r v i c e s  
p r o v i d e d .  The s e r v i c e s  s h a l l  be d e s c r i b e d  in  r e a s o n a b le  d e t a i l .



Sec. 42.05.123. Com m unications cnrricrs section, (a) There is 
established within the commission a communications carriers section 
which shall develop, recommend and administer policies and programs 
wil.h respect to the regulation of rates, services, accounting and 
facilities of communications common carriers within the state 
involving the use of wire, cable, radio and space satellites.

(Ii) The section shall advise and make recommendations to the com­
mission and represent the commission in m atters pertaining to com­

munication common carrier regulation and licensing and shall 
participate, as a party, in adjudicatory hearings in which significant 
common carrier issues are involved.

(c) It is the responsibility of the communications carrier section in 
its participation in rate or tariff adjudication proceedings to advocate 
and provide support for the lowest practicable ri te under the circum­
stances. (§ 1 ch 224 SLA 1976)

C o l la t e r a l  r e fe re n c e s . —  C om m un ity  
nntcnnn te lev is ion  system s (C A T V ) as 
sub ject to ju r isd ic t io n  o f  s ta le  pub lic  u t i li t y  
o r ocrvice com m ission , 61 A LR 3d  1100 .

W ho is a  "common e n rr io r"  o r  "c a r r ie r "  
w ith in  the m ean ing  o f  5 3 (h ) o f  the C om ­

m un ications Act o f  1934 (4 7  U SC S  
5 1 53 (h )), 4 6  A LR  Fed 626 .

Fede ra l lega l p rob lem s a ris in g  from  sub ­
sc rip tion  te lev ision  o r  "pny T V ”  b roadcast 
o v e r the n ir, 61 A L R  Fed (109.

Sec. 42.05.130. {Repealed. § 5 ch 113 SLA 1970.1

See. 42.05.131. R estric tio n s  on m em bers and  em ployees, (a) A 
member of the commission or an employee of the commission may not 
have an official connection with, or hold stock or securities in, or have 
a pecuniary in terest in a public utility within the state. Membership 
in a cooperative association is not a "pecuniary interest” within the 
meaning of this section; however, a member or employee of the commis­
sion may not be an  officer, board member or employee of a cooperative 
association. A member or employee may not act upon a m atter in which 
a relationship of the member or employee with any person creates a 
conflict of interest.

(b) A member or employee of the commission may not, after leaving 
the position as a member or employee of the commission, act as agent 
for or on behalf of a public utility in any m atter before the commission 
tha t was before the commission during the employee’s employment or 
the member’s term  of office. A violation of this subsection is a class A 
misdemeanor. (§ 6 ch 113 SLA 1970; am § 3 ch 136 SLA 1980)
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February 11, 1986

The Honorable Kay Wallis 
Vice-Chai rman
Community and Regional Affairs Committee 

House of Representatives 
P.O. Box "V" - Mail Stop 3100 

Juneau, Alaska 99811

Dear Representative Wallis:

In reference to my testimony before the committee on February 10, 1986, 
with regards to House Bill 90. I have enclosed ten (10) copies of the 

Department's Briefing Paper which defines the Department's role under 
this bill. This document was prepared during the waning day of the 

last session, however, was not submitted as the bill was not scheduled 

for hearing.

If I can be of any further assistance or you have any questions, feel 

free to contact me at anytime.

Di rector
Labor Standards and Safety

0 7 -G 3 3 L H



BRIEFING PAPER 
HOUSE BILL No.90

Under this bill, the Department of Labor would act as the labor relations 
agency for 53 separate school districts involving approximately 4,400 
non-c'ertified employees. The Department would be responsible for 
investigating representation petitions, determining appropriate units for 
collective bargaining purposes, conducting elections, investigating unfair 
labor practices, conducting preliminary hearings and formal hearings under the 
Administrative Procedure Act, mediating labor disputes, strike action, 
resolving grievances, acting as a mediation and conciliation service 
subsequent to impasse during collective bargaining negotiations, and acting as 
an arbitration tribunal for the formal resolution of grievances pursuant to a 
coll&ctive bargaining agreement being entered into between school districts 
and labor organizations.

There are a number of employee g r o u p s’and labor organizations that have 
indicated an interest in organizing this sizable group of public employees. 
Except for the four larger school districts in the state (Juneau, Anchorage, 
Kenai, and Fairbanks) which are loosely organized, virtually all other school 
districts are unorganized and unaffiliated. It would be necessary for the 
lab^r relations agency to determine community of interest groups, to hold 
representational elections, and to respond to unfair labor practice charges 
and related disputes.

Other states ./lich have enacted PERA laws to cover this class of employees 
have advised the Department that during the first few years the laws were in 
effect, management or employee representatives of 50 percent of the covered 
school districts filed unfair labor practice charges which resulted in 
hearings before tfv; labor relations agency. The hearings typically last from 
one to five days. Assuming that our experience would be comparable to that of 
other states, ws would expect that approximately 26 of the school districts 
would generate unfair labor practice charges requiring hearings before the 
labor relations agency. Under PERA, such hearings are required to be heard by 
an attorney hearing officer using the Administrative Procedure Act guidelines.

In addition to unfair labor practice proceedings, we expect approximately 50 
percent of the 53-school districts to be involved in employee orgrrizing 
during the first year the new law is in effect. In each case, the Department 
would be responsible for determining the appropriate unit for collective 
bargaining, based upon such factors as community of interest, wages, hours, 
and other working conditions of the employees involved, and the history of 
collective bargaining and the desires of the employees*.

Our expe. ‘ence with political subdivisions shows that the average 
representation/certification proceeding spans a period of two months. The 
proceeding begins with the filing of a petition by a labor organization with 
the agency which demonstrates a showing of a community of interest within the 
employee group to be represented.
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The Department must then examine employer records to determine the accuracy of 
the information listed in the petition and whether or not a showing of a 

community of interest actually represents a minimum of 30 percent of the work 
force required for an election to be conducted. Once the community of 
interest has been verified, the petition is then posted for a period of 15 
days to allow sufficient time for the employer or other interested persons to 
file objections to the conduct of an election or for intervention by other 
labor organizations. The 15-day posting period is also used to respond to 
inquiries generated by the petition and to prepare ballots, mailers, and other 
documents required by statute.

After the 15-day posting period, there is then a period of about two to three 
weeks when the agency will schedule hearings to resolve objections or chal­
lenges to the conduct of an election, to clarify the community of interest, 
and to make investigations into the right of an intervener to appear on the 
ballot. Once these issues have been resolved, the election can proceed. Two 
persons are required to conduct an election at the polling place to ensure 
that the persons voting are so entitled, that there is no tampering with the 
secret ballot process, and that electioneering is not conducted within the 
restricted limits of the polling place. After polling is completed, the 
ballots must be counted and notification given to all parties, who may 
challenge the conduct of the election, challenge any oallot, call for recount, 
or challenge the right to vote of any member of the community of interest.
Once the election challenges have been resolved, a bargaining unit is then 
certified or representation is denied, based upon the vote of the majority. 
After certification, the agency acts as mediator if the parties reach an 
impasse during collective bargaining negotiations or acts as an arbitration 
tribunal to resolve formal grievances under the executed collective bargaining 
agreement.

Based on past experience, the Department anticipates that coverage of 
non-certified school employees will require substantial time and resources. 
Even though many of the employees covered by this legislation are in commu­
nities accessible by road, the majority of the school districts are located in 
the rural areas of Alaska and are accessible only by air travel, ferry, or 
charter aircraft. Typically, it would require two days of travel to conduct 
pre-election hearings, and two days of travel to conduct post-election 
hearings and certification. Moreover, if unfair labor practice charges are 
generated during the organizational activities or as a result of pre-election 
campaign interference, this would increase costs significantly. Hearings on 
unfair labor practice charges require an attorney hearing officer and are 
conducted under the formal rules of the Administrative Procedure Act. Such 
hearings are required whenever mediation or conciliation fails to resolve the 
unfair labor practice complaints or objections to the conduct of an election.

To illustrate the costs associated with representation/,certification 
proceedings, the Department acting as a labor relations agency v/as recently 
involved in a lengthy and complex case involving 253 employees in the City of 
Fairbanks. This situation came about when the City of Fairbanks opted back 
into PERA in September of 1983. The size and composition of the unit would be 
equivalent to one medium-sized school district. The Department expended over 
1,200 manhours to resolve the issues and certify the bargaining units. The 
personal services cost of these manhours which include clerical support,



investigators, hearing officers, and board member activities was $34,000; 
travel and per diem was $3,600; transcription cost was $2,900; mailing, 
postaqe, and phone costs were $300; the total cost of this activity was over 
$41,000.

Other examples of the magnitude and complexity of labor relations activity 
related to school districts and PERA include the following:

A. The State of Florida by legislative act recently transferred Labor
Relations activity for school districts to their public employees
relations board. The board's estimated cost for the initial
hearings for each school district to clarify communities of . 
interest, appropriateness of bargaining units, and intervention was 
approximately $1,500 per day including transcription of the record 
but exclusive of travel and per diem costs. Hearings for small 
school districts usually required only one day. The larger 
districts, however, took several days. The Florida board estimates 
the cost of an onsite election for their school districts at $5.00 
per employee. Their largest district has 800 workers and cost 
$4,000 for the election proceedings alone.

B. The State of Oregon Public Employee Relations Board has an annual
budget of $1.25 million. They carry an annual case load of 300 
matters including elections, unfair labor practices, petitions, and 
de-certifications. Sixty (60) cases deal with representation, which 
is abcut 1/C if their case load. They allot $250,000 each year to 
this typp i." activity. This figure is slightly larger than what the 
Departmei.- expects with 53 school districts in Alaska.

In summary, the Department believes that our first-year costs are comparable 
to those of other states. Moreover, in consideration of the higher cost of 
doing business in Alaska, particularly travel costs, we do not believe that 
the fiscal note associated with this legislation is extraordinary.

Without adequate funding, the Department would be unable to comply with the 
statutory mandate of this legislation and could well find itself explaining to 
a Superior Court judge why it is unable to hold hearings, conduct elections, 
and otherwise carry out its duties. The end result could be similar to the 
litigation that occurred a few years ago when the Workers' Compensation 
Division was .unable to get the decisions out on time.



R E Q U E S T

STATE OF ALASKA 1986 LEG ISLATIVE SESSION
FISCAL NOTE

R ev is io n  D a te .
F IS C A L  D E T A IL

B ill/Reso lution N o . : HB 90_________ _ _ _ ______
Title: "An Act relating to labor"

relations between school boards 11

Agency A ffe c te d : _____L ib .O I_________
B R U . Labor Standards & Safety

Sponsor: Koponen______  _ _ _ _ _
Requesto r: House Comm. & Regional Affai r s
Date o f R eq u e s t: 2/7/86___________________________

Components : — Wage, and Hour

E X P E N D IT U R E S / R E V E N U E S (Thousands of Dollars)

O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91
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TRAVEL
CONTRACTUAL
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EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

43.7 43.7 43.7 43.7 43.7

18.9 19-7 15.9 16.5 l/.b

49.5 61 6 25.7 26.7 27.8
1.0 1.0 1. 0 1.0 1.0

2, 0 0 0 0 0

T O T A L  O P E R A T I N G 0 115.1 115.9 86.3 87.9 89.7

CAPITAL

REVENUE

FU N D IN G (Thousands of Dollars)

GENERAL F U N D 0 115.1 115.9 86.3 87.9 89.7
FEDERAL F U ND S

OTHER

TOTAL U JLib.l 115.9 ' £6.3 67 .9 —89.7

P O S IT IO N S  :
9

• t

FULL-TIME 0 1 1 1 1 *
1

PART-TIME •

T E M P O R A R Y

A N A L Y S IS  : A ttach a separate page i f  necessary

Prepared b y : 
D iv is io n : _

Robert J. Bacolas, Director 
Uabor Standards and Safety

Approved by C om m iss io n e r: J im  R o b iso n ^ J- < V ,
A gency: Labor_______________________ J _____________________

Phone 
D a te : .

D istribution (by  Agency preparing fis c a l n o te ) : 
L eg is la tive  Finance 
L eg is la tive  Sponsor 
Requestor
O ffice o f Management and Budget 
Impacted Agency(ies) page. o f

465-4870
2/19/86

2/19/86

10/25/35



CONTINUATION of FISCAL NOTE ANALYSIS
F o r  B il l /R eso lu t io n  N o .  HB 90

Linder this bill, the Department of Labor will act as the Labor Relations 
agency for all school districts and will be responsible for investigating 

representation petitions; determining appropriate units for collective 

bargaining purposes; investigating unfair labor practices; monitoring 
elections; and holding representation and unfair labor practices hearings.

One investigator (located in Anchorage) is required to conduct the inves­

tigations, to monitor the elections, and to hold informal hearings.

In addition to the costs associated with the one Wage and Hour Investiga­

tor, the fiscal note also includes costs to contract for a hearing officer 
on 13 occasions ($12,000) and court reporting services including tran­
scripts ($12,300), plus printing ($7,200) and legal costs ($7,000), and 

telephone and postage ($9,000). A total of $8,400 has been included in 
/travel for the hearing officer's transportation and per diem - thirteen 
trips of two days each [($466 + $180) x 13].

Y o t a M i n e  item costs for FY 87 are as follows:

Personal Services $ 43,680 '

Travel 18,900
Contractual Services 49,500
Commodities 1,000

Equipment 2,000
TOTAL ■ $115,080

Of these costs, only the equipment costs of $2,000 are one-time items.

For FY 88 through FY 89, an inflation rate of 4.0 percent has been used
for all line items except personal services. #

Other Assumptions:

1. Effective date of July 1, 1986

2. There are 5? school districts in the state and contracts of 26 school
districts will come up for renegotiation each year.

3. Twenty-five percent of the school districts which equates to approxi­

mately 13 per year for the first two years, will file unfair labor 
practice charges requiring hearing before the labor relations board. 
After the first two years the organizational activities will be 
completed and hearing officer costs for travel and professional fees 
will decline by 50%. Hence the reduced cost in FY 89 and forward.

o f



S ta f f  Months 
12

wage and Ht?ur .investigator I
RP  Number

Type o f  Hxpendilurc Amount
1 2 3

Sa lary 3 3 , 6 0 0
Rcucf ils 10,080

Premium Pay
Oilie r MB

Tota l  Personal Services A 3 . 6 R O
Trave l 10,500
Contractual 2,000
Commodit ies 1,000
kquipmcnt 2,000U l l ic r

T o ta l  Cost 59,100

Receipt Cotie Funding Source
Federal Receipts I Oft?
G. F. Match i tun
General Funds 1004
1-A Receipts 1 0 05
Program Receipts * 028
C IP  Receipts 1061

Other

For I3&M Use On ly
K ey  N u m b e r  -

59,100

No. o l  Positions Rr.ngc/Slcn
 16A

Location
Anchorage

U a rg . U n it

F le c t io n  D is t r ic t

rjGoyjX 

; LCg; ;

Justif ication

This position will conduct investigations and 

informal hearings of unfair labor practices 
complaints filed with this agency. The 

position will be responsible for monitoring 
school district representation elections and 
assisting school districts in complying with 

state and federal labor relations laws. The 
investigator will travel extensively through- 
out the state performing these investiga­
tions, hearings, and monitoring functions.

Travel funds allow for 12 (four-day) trips, 

costing an average of $539 for transportation 
and $340 for per diem.

Contractual services costs include average 
costs of $2000.

Normal commodities of $1,000 and a one-time 
equipment expense of $2,000 are also includ­
ed.

Request For 
New Position

Agency
URU

Component

Department of Labor

Labor-Standards and Safety 

Wane.and Hour Administration

Page J o f 1
Revised Date

FY 87
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Bill No . House Bill No. 90

Title "An Act relating to labor relations between 
school boards and other public employers and 
their employees."

D ate  

C ontact:
February 7, 1986

Eileen Plate 

465-2700 

Bob Bacolas 
465-4870

This legislation makes it mandatory for all school boards and municipalities 
to permit their noncertificated employees to enter into collective bargaining 
anc! mandates coverage by the Public Employment Relations Act (PERA).

Under this bill, the Department of Labor would become the labor relations 

agency for 53 separate school districts (including P.EAA's) nvolving approxi­
mately 4,400 noncertificated employees. The Department would be responsible 
for investigating representation petitions; determining appropriate units for 
the purpose of collective bargaining; conducting elections; investigating 
unfair labor practices; conducting preliminary hearings and formal hearings 

under the Administrative Procedures Act; mediating labor disputes; monitoring 
strike actions; ^ s o l v i n g  grievances; and mediating and arbitrating disputed 
issues subsequent to impasse during collective bargaining negotiations.

Section 1 . Amends AS 23.40.100(b) to make it mandatory that "no 
representation" be a choice on all election ballots for 
elections conducted by the labor relations agency under 
PERA.

Section 2: Amends AS 23.40.200(c) to permit noncertificated employees

of a school board to engage in a strike.

Section 3: Adds a new section to AS 23.40 to prohibit a school board
or municipality from rejecting having the provisions of 

the PERA appny to its relations with its noncertificated 
school emplc^.-as.

Section 4: Amends AS 2j .40.250(6) to define public employees to

include noncertificated employees of school boards and to 
exclude certificated employees.

Section 5: Amends AS 23.40.250(7)

include school boards.
to define a public employer to

Section 6: Amends AS 23.40.250 by adding a new paragraph to define a

school board as including a regional education attendance 
area.

Section 7: Provides for existing collective bargaining units, agree­
ments, and recognized bargaining representatives to remain 
status quo.

There are 53 school boards wit.iin the State of Alaska (including REAA's). 
Therefore, the Department of Labor as the labor relations agency could be 
monitoring elections for the 53 separate school boards and holding hearings to 
settle grievances or unfair labor practice charges involving approximately 
4,40C noncertificated employees.

\ *
£ ' 5 , / FV> - -



House Bill No. 90 -2 - February 7, 1986

Four school districts are presently organized or have a collective bargaining 
agreement with a union or an association. These art Fairbanks, Kenai, Juneau, 
and Anchorage.

The Department supports the concept of extending collective bargaining to this 
group of public employees.

The Department's fiscal note is attached.

APPROVED:

ZX. •

Jim Robison, Commissioner 

Department of Labor
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90? AA5 3800

LEGISLATIVE AFFAIRS AGENCY

M E M O P A B D U M  F e b r u a r y  21, 1985

SUBJECT: S e c t i o n a l  a n a l y s i s  of  HB 90 (Labor r e l a t i o n s
b e t w e e n  s c h o o l  b o a r d s  a n d  t h o i r  e m p l o y e e s )

TO: R e p r e s e n t a t i v e  b i i l o  K o p o n e n

FROM: T e r e s a  B. C r a m e r
L e g i s l a t i v e  C o u n s e l  (3 ^

Y o u  h a v e  a s k e d  f o r  a s e c t i o n a l  a n a l y s i s  of H B  90.

S e c t i o n  1 a m e n d s  the P u b l i c  E m p l o y m e n t  R e l a t i o n s  A c t  (PERA) 
b y  r e q u i r i n g  t h a t  in a n  i n i t i a l  e l e c t i o n  to s e l e c t  w h i c h  
b a r g a i n i n g  o r g a n i z a t i o n  w i l l  r e p r e s e n t  the e m p l o y e e s  o f  a 
b a r g a i n i n g  u n it, the b a l l o t  m u s t  i n c l u d e  a "no r e p r e s e n t a­
tion" choice. 3t-

S e c t i o n  2 a m e n d s  the s u b j e c t i o n  t h a t  d e f i n e s  t h o s e  p u b l i c  
e m p l o y e e s  w h o s e  r i g h t  to -s^9&ike is l i m i t e d  a n d  r e m o v e s  the 
n o n c e r t i f i c a t e d  e m p l o y e e s  o f  s c h o o l  b o a r d s  f r o m  th a t  group. 
T h i s  r e m o v a l ,  w h e n  c o m b i n e d  w i t h  the a m e n d m e n t  in s e c t i o n  4 
of this bill, h a s  the e f f e c t  of m a k i n g  n o n c e r t i f i c a t e d  
e m p l o y e e s  m e m b e r s  of  the c l a s s  in AS 2 3 . A O . 2 0 0 ( a ) (3) w i t h  an 
u n l i m i t e d  r i g h t  to strike.

S e c t i o n  3 r e q u i r e s  s c h o o l  b o a r d s  to n e g o t i a t e  w i t h  no n -  
c e r t i f i c a t e d  e m p l o y e e s  w h o  c h o o s e  to p a r t i c i p a t e  in c o l­
lec t i v e  b a r g a i n i n g .

S e c t i o n  4 a m e n d s  the d e f i n i t i o n  of " p u b l i c  e m p l o y e e "  in the 
P E R A  to r e m o v e  n o n c e r t i f i c a t e d  e m p ] o y e e s  f r o m  the e x c e p t i o n  
to the d e f i n i t i o n .  T h i s  h a s  the e f f e c t  of  i n c l u d i n g  n o n ­
c e r t i f i c a t e d  e m p l o y e e s  of  s c h o o l  b o a r d s  w i t h i n  the d e f i n i­
tion  a n d  m a k i n g  t h e  P E R A  a p p l i c a b l e  to them. T h e  c h a n g e  
from " s c h o o l  d i s t r i c t s "  to " s c h o o l  b o a r d s "  is a s t y l i s t i c  
c h a n g e  o n l y .

S e c t i o n  5 m a k e s  t e c h n i c a l  a m e n d m e n t s  for s t y l e  to the 
d e f i n i t i o n  o f  " p u b l i c  e m p l o y e r . "  T h e  m u n i c i p a l  co d e  does
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not r e f e r  to towns a n d  t h e r e f o r e  " t o w n "  is d e l e t e d  f r o m  this 
d e f i n i t i o n .

S e c t i o n  6 adds .i d e f i n i t i o n  of  " s c h o o l  b o a r d "  to the P u b l i c  
E m p l o y m e n t  R e l a . i o n s  A c t  s i n c e  n o n c e r t i f i c a t e d  e m p l o y e e s  of 
sch o o l  b o a r d s  ava n o w  i n c l u d e d  w i t h i n  its scope.

S e c t i o n  7 g u a r a n t e e s  th a t  the b i l l  w i l l  n o t  be  i n t e r p r e t e d  
to c h a n g e  a n y  e x i s t i n g  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t s .
T h i s  is r e q u i r e d  b y  the constj o u t i o n a l  p r o h i b i t i o n s  a g a i n s t  
i m p a i r i n g  the o b l i g a t i o n s  o f  c o n t r a c t s .

If I m a y  be o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  advise.

T B C :ojb 
J 1 2 / 0 0 1
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APEA

M E M O R A N D U M

T O: R e p r e s e n t a t i v e  P e t e r  G o l l ,  C h a i r m a n

H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

F R O M :  C h e r i e  S h e l l e y

E x e c u t i v e  D i r e c t o r

S U B J E C T :  H B  90: C o l l e c t i v e  B a r g a i n i n g  f o r  S c h o o l  E m p l o y e e s

D A T E :  F e b r u a r y  10, 1 9 8 6

T h e  A l a s k a  P u b l i c  E m p l o y e e s  A s s o c i a t i o n  s u p p o r t s  t h e  p r o v i s i o n s  
o f  H B  9 0  w h i c h  g r a n t s  c o l l e c t i v e  b a r g a i n i n g  r i g h t s  t o  t h e  

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

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

a n d  c u s t o d i a n s .  T h e y  a r e  t r a d i t i o n a l l y  t h e  l o w e s t  p a i d  p u b l i c  

e m p l o y e e s  i n  A l a s k a .  T h e  a r e  t h e  o n l y  e m p l o y e e s  i n  t h e  

e d u c a t i o n a l  s y s t e m  w h o  a b s o r b  t h e  e c o n o m i c  b a c k l a s h  w h e n  s c h o o l  

b o a r d s  i n t i m a t e  f i n a n c i a l  p r o b l e m s .

A P E A  u r g e s  t h e  c o m m i t t e e  t o  a c t  f a v o r a b l e  o n  t h i s  b i l l .  P a s s a g e  

w i l l  p r o m o t e  b e t t e r  e m p l o y e r - e m p l o y e e  r e l a t i o n s  b y  a f f o r d i n g  

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

C S / k r

Fa irbanks F ie ld  O ffice 
825-D C o llege Road 
F a irban ks , AK 99701

-r-„i— u — ion-n /icc.c/iio

Anchorage F ie ld  O ffice 
833 G am be ll S tree t, S u ite  A 

Anchorage , AK 99501
/OnT\ 074 1C0Q

Juneau  F ie ld  O ffice 
227 4th S treo l 

Juneau , AK 99801
Talonhnno- (QnT\ RAR-RSOR
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January 25, 1985

TESTIMONY IN SUPPORT OF HOUSE BILL 90

In 1972 the Alaska State Legislature established the Public Employment 

Relations Act. The Legislators recognized the benefits of joint decision 

making, the need for established guidelines and the necessity for a 

rational method to resolve disputes.

The Declaration of Policy states: The Legislature declares that it is

the public policy of the state to promote harmonious and cooperative 

relations between government and its employees and .0 protect the public 

by assuring effective and orderly operations of government.

This statute determined the rights of public employees and employers.

Then it singled out the classified employees of school districts, for

reasons unknown to us, and denied those established rights.

The bill before you,H.B. 90, seeks to amend the Public Employment 

Relations Act and rectify this injustice.

The inequity created by the lack of legislation has had far reaching 

effects. There are many specific incidents wher.' the classified 

employees of the Fairbanks North Star Borough School District have 

suffered from this disparity. At this time I would like to relate just 

a few of those incidents to you in an effort to illustrate the pressing 

need for this legislation.



In 1976 the sense of responsibility by individual employees was the 

only element that prevented the school district from being tuu^’ly 

disrupted by internal union problems. At that time the employees and 

the School Board found themselves caught in the middle of a representation 

struggle between APEA and the Teamsters with no where to turn for help. 

The lack of legislation is also the absence f guidelines to be followed 

for representation elections, The empl ,*-ees were not guaranteed their 

freedom of choice nor were they assured that their choice w o u M  be honored 

by the School Board. This was a frightening situation that we do not wish

to repeat. What we left to chance in 1976 we now seek to be guaranteed
«

by H.B. 90.

all other public employees the current statute defines and proyides 

ef for unfair labor practices. That is the section our organization 

would have looked to when the district imposed a new interpretation of 

a currently negotiated clause in response to the membership vote to 

increase dues. Except for classified employees, that type of interference 

in the c.dministrat;on of an organization is not tolerated by Alaska State 

Lav/.

Nor may public employees other than school districts restrain or coerce an 

employee in the exercise of guaranteed rights. Yet we contend that has 

been the case several times in our district. An employee who filed a 

grievance over working conditions found herself involuntari1y discharged- 

fired, within nine days, and just three days before her probationary period 

was to end.

- 2 -



Another employee of our district found it necessary to contact her 

building representative with questions about her evaluation. From 

that point on the _mployee was faced with intense harrassment forcing 

her to resign. At the ensuing grievance hearing the employee testified 

that her supervisor had promised that if she would resign he would 

destroy her evaluations and attempt to secure for her a teacher's 

aide position. In o> der to receive that position she was also instructed 

not to go to her building representative or to the union business agent 

for help. That employee decided to exercise her rights, discovered that 

she had none and is now no longer a banks North Star Borough School 

District employee.

The need for this legislation is shown every time we enter negotiations 

with the school district. After six months at the table we have been 

told that a settlement must be reached. If agreement had not been reached 

the School Board would have ceased to recognize us as the exclusive 

bargaining representative for noncertified employees. Our fring benefits 

would cease, and we would be placed under a unilaterally imposed personnel 

system. Because we are not recognized under the Public Employment Relations 

Act, the School Board could do as threatened. There is no protection from 

this type of bad faith bargaining nor do we have access to an agency to 

assist in rectifying such situations.

That single er-isode illjstrates two things: Recognition is strictly

voluntary and tenuous at best; and employee concerns are not taken 

seriously. The School Board was only willing to go through the motions 

of bargaining.

-3-



Needless to say v/e folded and reached agreement by the imposed deadline, 

but quickly found ourselves unable to enforce the provisions of the 

negotiatied agreement in a critical situation. The School Board 

bargained to include school crossing guards in the contract. Seeking 

enforcement of that agreement began the grievance process. In order 

to avoid satifying the grievance the School Board contracted out those 

positions and caused the individual employees not only to be cut in salary, 

but also to lose all fringe benefits, including membership in the Public 

Employees Retirement System, and to sacrifice their right of representation.

We do not question the right of management to contract for services but to 

seek relief from the use of this tactic to circumvent a negotiated agreement.

The need of the classified employees to come under the auspicec of the

Publ ic Employment Relations Act is great. The lack of legislation not only 

allows but encourages injustices to continue, and until classified employees 

have a forum for resolution of disputes arising from representation elections, 

the collective bargaining process, and the administration of a negotiated 

agreement, we will continue to feel the low morale and distrust of the

system shared by all second class citizens.



S T A T E  O F  A L A S K A  1986 - 1 4 T H  L E G I S L A T U R E  
SE C O N D  S E S S I O N  

FISCAL N O T E

B i l l / R e s o l u t i o n  No.: SB 113 

A N A L Y S I S :

A s s u m p t i o n s :

T h e  z e r o  f i s c a l  n o t e  is based o n  an a s s u m p t i o n  th a t  the 
p r o r a t i o n i n g  l a n g u a g e  e n a c t e d  into l a w  last year (SB 190) would 
be e m p l o y e d  b e g i n n i n g  in FY 87. B e l o w  a r e  e s t i m a t e s  s h o w i n g  
the a n t i c i p a t e d  g r o w t h  of these p r o g r a m s  it* f u l l y  funded-..- 
t h r o u g h  FY 91. '

F U L L  F U N D I N G  W I T H O U T  F U L L  F U N D I N G  W I T H  G O V E R N O R S  A C T U A L  
$ 2 0 0 , 0 0 0  CAP $ 2 0 0 , 0 0 0  C A P  B U D G E T  R E Q U E S T

FY 87 $ 7 , 8 4 2 , 3 0 0  $ 6 , 8 6 2 , 0 0 0  $ 4 , 0 0 8 , 6 0 0

FY 88 $ 9 , 0 1 8 , 7 0 0  $ 7 , 8 9 1 , 3 0 0

FY 89 $ 1 0 , 3 7 1 , 5 0 0  $ 9 , 0 7 5 , 0 0 0

FY 90 $ 1 1 , 9 2 7 , 2 0 0  $ 1 0 , 4 3 6 , 3 0 0

FY 91 $ 1 3 , 7 1 6 , 3 0 0  $ 1 2 , 0 0 1 , 8 0 0
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February 12, 1985

MEMORANDUM

TO: Representative Peter Go'll

FROM: Nancy Pease J & h m Tlavs-
Legislative Analyst

RE: Deposits to Public Utilities

Research Request 85-142

Bob Berry of your office requested the following information on deposits 
that public utilities may require of first-time customers or those with 

no established credit:

• the representative low, high and average deposit required;

• the total amount of deposits held by public utilities;

• the length of tim'0~The deposits are held; -

• the administrative cost and the burden to public utilities if 
they were required to pay_ interest' on the deposits, and;

• an indication of the lead time utilities would require to begin 
paying interest on deposits without undue burden to the utili­

ties.

The attached table presents information on the customei deposit require­
ments of 28 electric, natural gas, water, sewer or refuse utilities 
across the state. The four smallest utilities surveyed do not require 
deposits from first-time customers or those with no established credit.1 
In addition, several utilities waive their deposit requirement for new 
customers who provide good credit references or for new residential 

customers who own or purchase a home.

^ h e  Cities of Kotlik, Seldovia, North Pole and Dillingham each provide 
utility services to no more than 225 customers.
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Average deposits

Utilities which require a standard deposit from their new customers 

charge, on average, a $74 deposit to open a residential account and 

$142 to open a commercial account.

However, many utilities adjust the amount of a customer's deposit ac­

cording to the monthly bills or credit histories of previous customers 
with similar service needs. Depending upon the methods used to calcu­

late customer risk, residential deposits range from $10 for water and 
sewer service in Fairbanks to $600 for telephone service from the Mata- 
nuska telephone utility. Deposit requirements for new commercial 
accounts range frc." $19 for water service in Wrangell to $2,500 for 
electricity in Dillingham.2 For those utilities which reported varying 

deposit requirements, the average low and high residential deposits are 
$29 and $130 respectively. The average low and high commercial deposits 

are $83 and $950 respectively.

Total Amount of Deposits Held by Public Utilities

Bob Berry indicated that the Alaska Public Utilities Commission (APUC) 
was providing you with the total deposits held by all APUC-regulated 
utilities. Based on the information gathered in this survey, we are 
unable to estimate the amount of deposits held by unregulated Abilities. 
The 10 unregulated utilities which indicated in this survey that they 
require customer deposits hold a total amount of at least $1,180,000. 
Four of the— iinregulated utilites surveyed do not require deposits.

These 14 unregulated utilities represent only 20 percent of the approxi­
mately 70 unregulated utility corporations which provide electricity, 
natural gas, wcter, refuse removal, sewer or telephone service to 
Alaska consumers.3 It is difficult to assess how accurately this sur­

vey reflects the sizes and types of jnregulated utilities as well as

2David Bowker, General Manager of Nushagak Electric Co-operative in 
Dillingham, stated that Nushagak received permission from the Alaska 
Public Utilities Commission to charge commercial users a deposit of up 
to the estimated two-month billing. This policy was directed specifi­
cally toward fish processors after the utility suffered $50,000 in 

losses when fish processors went bankrupt.

3The survey included the following unregulated utilities: Fairbanks
Municipal Utilities Systems, Ketchikan Public Utilities, Kodiak Munici­
pal Utilities, and the Cities of Kenai, Petersburg, Sitka, Nome, Wran­
gell, Palmer, Unalaska, Kotlik, Seldovia, Dillingham and North Pole.
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other unknown factors which may correlate to deposit policy. Because 
this sample is not necessarily representative, the information cannot 
be us? ' to extrapolate the total amount of deposits for all utilities.

We were also unable to estimate the total amount of deposits by deter­
mining the average deposit charged per customer or per capita. Utili­
ties' records show the number of customer accounts, but not necessar­
ily the number of actual customers. One customer may pay a single 
deposit for several services or he may pay multiple deposits either 
to the same or different utility companies. An extrapolation of 
total deposits based on a per capita estimate would also be inaccur­
ate because the percent of the population who are utility customers 
varies greatly in different localities.

Length of Time Deposits Are Held

Most of the surveyed utilities which require deposits refund them 
after either one or two years if the customer maintains good credit 
with the company. Nearly half (42 percent) of those utilities keep 
the deposits for two years. Four of the utilities surveyed hold the 
deposit until the customer closes the account. For those utilities 
which return customer deposits after a scheduled interval, the average 
period for holding deposits is 16 months.

Administrative Cost, Burden and Lead Time for Requiring Interest Pay­

ments on_ Deposi ts

The administrative cost to utilities of paying interest on customer 
deposits depends largely on whether the utility has a computerized 
accounting system. Spokespersons for several utilities which cur­
rently pay interest indicated that implementing the interest paying 
policy incurred a one-time computer programming cost. Their computers 
calculate interest monthly on each customer's deposit. The interest 
is ^ ther credited to the customer's bill once per year or is refunded 
with the deposit. Utility spokespersons who currently use computer­

ized accounting sytems to pay interest estimated that implementing an 

interest paying policy would require very little lead time.

Som° of the small utilities balance their customer accounts by hand. 
Calculating and paying interest for each customer deposit would in­

crease considerably the accounting and clerical work for these utili­
ties. The utilities clerk for the city of Kenai stated that the 
Kenai utility might find it advantageous to stop requiring deposits 
rather than handle the paperwork of paying interest on each deposit.
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Several utilities spokepersons mentioned that administrative compli­
cations would arise in calculating and paying interest to customers 
delinquent on their payments. The amount held in deposit for a cus­
tomer may change many times at irregular intervals if the customer is 
consistently late with his payments and is disconnected, has part of 
his deposit confiscated, or is required to pay additional deposits.

Utility spokespersons were not able to estimate the financial burden of 
paying interest without determining what portion of their customer de­
posits would be affected. The burden to each utility will depend on 

the amount of deposits on which it must pay interest and on the util­
ity's current use of the deposits. There was no consistent pattern to 
utilities' management of the deposits. Some of the utilities hold their 

deposits in a general fund and use them for gereral operating expenses 
while other utilities keep the deposits in checking accounts or interest 
bearing saving accounts, either separately or in combination with other 

daily cash deposits.

Chugach Electric keeps its deposits in a noninterest bearing checking 
account because it must frequently make refunds. If the utility were 
forced to commit its deposits to an investment account, it would lose 
this flexibility. Utilities which enter deposits into their general 

funds would also lose operating flexibility.

Ketchikan Public Utilities currently keeps customer deposits in an 

interest bearing savings account and passes along interest to the 
depositers. The City of Sitka invests its customer deposits for a 
return of 8 or 9 percent, also passing most of the interest to depos­
i t e d .  These utilities will incur a minimal burden if interest payment 
is mandated. __ ____ _

* * *

We hope you find this information to be useful. Please contact us 

if you have further questions.

NP

Attachment
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S t a t e  and  m u n i c i p a l  tax e x e m p t i o n s  
(SB 113)
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T h e  a m e n d m e n t  y o u  r e q u e s t e d  is e n c l o s e d .

A n d  w h i l e  y o u -*- .amendment h a s  n o  s e r i o u s  p r o b l e m s  (but see 
b e l o w ) ,  I r.u ce that  the  m a i n  b i l l  i t s e l f  h a s  a o n e  or  two 
p r o b l e m s ;  I b e l i e v e  t h a t  t he  c o m m i t t e e  m a y  b e  a d d r e s s i n g  
them.

A m o n g  t h o s e  p r o b l e m s  is t h e  f a c t  that th e r e v i s i o n  o f  the 
m u n i c i p a l  c o d e  r e n d e r e d  e s s e n t i a l l y  al l  of the  r e f e r e n c e s  to 
A S  29 s e c t i o n s  o b s o l e t e ,  e .g. , secs. 3 - 9 o f  the b il l.

W h i l e  s om e o f  th e p r o v i s i o n s  h a v e  b e e n  c a r r i e d  f o r w a r d  in. 
m o r e  o r  les s t h e  sa m e phrasing:*, the r e f e r e n c e s  s h o u l d  be  
c o r r e c t e d .

A n d  the  r e v i s o r  a d v i s e s  m e  t h a t  the 1986 r e v i s o r ' s  b i l l  (HB 
493), n o w  p e n d i n g  in the H o u s e  J u d i c i a r y  C o m m i t t e e ,  r e p e a l s  
A S  2 8 . 1 0 . 4 1 0 0 ( d )  b e c a u s e ,  I a m  a d v i s e d ,  it is " r e n d e r e d  r e ­
d u n d a n t  a n d m e a n i n g l e s s  b y  th e  r e v i s e d  m u n i c i p a l  c o d e . "

If I m a y  b e o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a dv is e.

R A B : c s h  
C 5 / 0 2 8



Title "/\n /\ct relating to labor relations between Contact:  Eileen Plate

school boards and other public employers and 465-2700
their employees." Bob Bacolas

465-4870

Bill N o .  House Bill No. 90 D a t e  February 7, 1986

This legislation makes it mandatory for all school boards and municipalities 
to permit their noncertificated employees to enter into collective bargaining 
and mandates coverage by the Public Employment Relations Act (PERA).

Under this bill, the Department of Labor would become the labor relations 
agency for 53 separate school districts (including REAA's) involving approxi­
mately 4,400 noncertificated employees. The Department would be responsible 
for investigating representation petitions; determining appropriate units for 
the purpose of collective bargaining; conducting elections; investigating 
unfair labor practices; conducting preliminary hearings and formal hearings 
under the Administrative Procedures Act; mediating labor disputes; monitoring 

strike actions; resolving grievances; and mediating and arbitrating disputed 
issues subsequent to impasse during collective bargaining negotiai:jns.

Section 1: Amends AS 23.40.100(b) to make it mandatory that "no

representation" be a choice on all election ballots for 
elections conducted by the labor relations agency under 
PERA.

Section 2: 

Section 3:

Amends AS 23.40.200(c) to permit noncertificated employees 
of a school board to engage in a strike.

Adds a new section to 
or municipality from 
the PERA. apply to 
school employees.

AS 23.40 to prohibit 
rejecting having the 

its relations with its noncertificated

a school board 
provisions of

Section 4: Amends AS 23.40.250(6) to define public employees to 

include noncertificated employees of school boards and to 
exclude certificated employees.

Section 5: Amends AS 23.40.250(7) 

include school boards.
to define a public employer to

Section 6: Amends AS 23.40.250 by adding a new paragraph to define a

school board as including a regional education attendance 
area.

Section 7: Provides for existing collective bargaining units, agree­

ments, and recognized bargaining representatives to remain 
status quo.

There are 53 school boards within the State of Alaska (including REAA's). 
Therefore, the Department of Labor as the labor relations agency could be 
monitoring elections for the 53 separate school boards and holding hearings to 
settle grievances or unfair labor practice charges involving approximately 
4 ,40C noncertificated employees.

M / f e r i S i C a t „  -1.;'



House Bill No. 90 -2- February 7, 1986

Four school districts are presently organized or have a collective bargaining 
agreement with a union or an association. These are Fairbanks, Kenai, Juneau, 

and Anchorage.

The Department supports the concept of extending collective bargaining to this 

group of pubiic employees.

The Department's fiscal note is attached.

APPROVED:

i Is .. ' •— ;‘'L- > 3 ;

Jim Ronison, Commissioner 

Department of Labor



Alaska Public
Employees Association M r  C M

( 9 0 7 ) 5 8 6 - 2 3 3 4

M E M O R A N D U M

T O :  R e p r e s e n t a t i v e  P e t e r  G o l l ,  C h a i r m a n

H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

F R O M :  C h e r i e  S h e l l e y

E x e c u t i v e  D i r e c t o r

S U B J E C T :  H B  90: C o l l e c t i v e  B a r g a i n i n g  f o r  S c h o o l  E m p l o y e e s

D A T E :  F e b r u a r y  10, 1 9 8 6

T h e  A l a s k a  P u b l i c  E m p l o y e e s  A s s o c i a t i o n  s u p p o r t s  t h e  p r o v i s i o n s  
o f  H B  9 0  w h i c h  g r a n t s  c o l l e c t i v e  b a r g a i n i n g  r i g h t s  t o  t h e  

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

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

a n d  c u s t o d i a n s .  T h e y  a r e  t r a d i t i o n a l l y  t h e  l o w e s t  p a i d  p u b l i c  

e m p l o y e e s  i n  A l a s k a .  T h e  a r e  t h e  o n l y  e m p l o y e e s  i n  t h e  

e d u c a t i o n a l  s y s t e m  w h o  a b s o r b  ♦•he e c o n o m i c  b a c k l a s h  w h e n  s c h o o l  

b o a r d s  i n t i m a t e  f i n a n c i a l  p r o b l e m s .

A P E A  u r g e s  t h e  c o m m i t t e e  to a c t  f a v o r a b l e  o n  t h i s  b i l l .  P a s s a g e  

w i l l  p r o m o t e  b e t t e r  e m p l o y e r - e m p l o y e e  r e l a t i o n s  b y  a f f o r d i n g  

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

C S / k r

Fa irbanks F ie ld  O ffice  Anchorage F ie ld  01 fice  Juneau  F ie ld  O ffice
825-D Co llege Road 833 G a inbe ll S tree t, S u ite  A 227 4th S tree t
F a irbanks, AK 99701 A nchorags, AK 99501 Juneau , AK 99801

Telephone: (907) 456-5412 Telephone: (907) 274-1688 Telephone: (907) 586-6305
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s t a t e  o f  A l a s k a  1985 l e g i s l a t i v e  s e s s i o n  

FISCAL NOTE ______

Revision Date:_______________________
Page 1 of /

REQUEST FISCAL DETAIL

Bill/Resolution No.: H b  139 Agency Affected: Administration_____________
Title: An Act Relating to the___________ Program Category Affected:_______________
Administration of Certain Grants____________  General Government__________________________

Sponsor:_Ccvernor______________________  BRU, Program or Subprogram(s) Affected:
Requestor:____________________________________  General Services & Supply______________

Date of .Request:_____________________  _______________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

■ FY’86 FY 87 FY 88 FY 09 FY 90 FY 91

10C PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

400 SUPPLIES 

500 EQUIPMENT 

6C0 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE

FUNDING: (Thousands of Pol ars)
CENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0

POSITIONS: 0 0 0 0 0 0

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary) This B i n  recognizes that a grant

is more often akin to a unilateral contract (in that there is no specific performance on the 

State's part j^her then the provision of funding) than it is to a bilateral contract (where 

there is an exchange of promises with specific performance on the part of both parties). This 

■)i 1) further recognizes that the difference warrants a separate set of procedures under which 

the grant will be expended.

Prepared By: r q L... c j . Link   Phone: 465-2250

Division: General Services A Supply V Date: December 27, 1984

Approved by Commissioner: Lisa Rudd /&/$._______Date: /////gS*______________
Agency: Department of Administration/^ '

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

Impacted Agency(ies) 1/110 1/1 2 2 7 - 0 7 Rev> 7/1/84



Alaska §>tate ffiegtalature
House o f  Representatives

Committee on 
Community & Regional A/fairs

Pouch V 
Slate Capitol 

Juneau, A laska 99811 
(907) 465-4833

L E T T E R  OF I N T E N T  
for

C S H B  139 (CR&A)

The H o u s e  C o m m i t t e e  o n  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  has 
c o n s i d e r e d  H o u s e  B i l l  139 at length.

D u r i n g  c o m m i t t e e  d i s c u s s i o n  the f o l l o w i n g  a r e a s  w e r e  
c o n s i d e r e d  a p p r o p r i a t e  for the focus o f  r e g u l a t i o n .

1. E s t a b l i s h m e n t  of a d e q u a t e  a c c o u n t i n g  p r o c e d u r e s  to 
e n s u r e  p r o p e r  d o c u m e n t a t i o n  o f  f i n a n c i a l  a c t i v i t y ;

2. P r o v i s i o n  o f  an a n n u a l  s t a t u s  r e p o r t  on o n g o i n g  
p r o j e c t s ;

3. P r o j e c t  c o m p l e t i o n  w i t h i n  7 years, w i t h  funds 
l a p s i n g  a f t e r  t h a t  ti m e  s u b j e c t  to r e a p p r o p r i a t i o n ;

4. " i m p l i a n c e  w i t h  l o c a l  a n d  s t a t e  laws requi r e d ;

5., p r o h i b i t i o n  of  d i s c r i m i n a t i o n  in h i r i n g  by 
c o n t r a c t o r s  i n c l u d i n g  all c o n s t i t u t i o n a l  p r o t e c t i o n s  
p l u s  p r o h i b i t i o n  of  d i s c r i m i n a t i o n  b a s e d  u p o n  p o l i t i c a l  
a f f i l i a t i o n  or o p i n i o n s ;

6. F u n d s  to be d e p o s i t e d  in a f e d e r a l l y  i n s u r e d  
i n t e r e s t  b e a r i n g  a c c o u n t  or f e d e r a l l y  i n s u r e d  
i n s t r u m e n t ;

7. A u dit r e q u i r e m e n t s ;  and

8. E n c o u r a g e m e n t  o f  local hire.

P e t e r  Go l l  
C h a i r m a n



TO:

FROM:

DATE:

S’IBJECT:

As  y o u  know, th e A l a s k a  M u n i c i p a l  L e a g u e  is c o n c e r n e d  a b o u t  HB 139 and  the 

"ca r t e  b l a n c h e "  a u t h o r i t y  th a t  w o u l d  be  g i v e n  to the 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  (DOA) to a do pt  r e g u l a t i o n s  for  AS 3 7 , 0 5 . 3 1 5 - 3 1 7  gran ts  

j n d e r  AS 3 7 .0 5.3 18 . T h e  c o n c e r n  is tha t excess iv e,  c o m p l e x  a n d  b u r d e n s o m e  

r e g u l a t i o n s  m a y  be  d e v e l o p e d  t h a t  w o u l d  t ie  the h a n d s  of  m u n i c i p a l  

of fi c i a l s ,  p r e v e n t i n g  e f f i c i e n t  a d m i n i s t r a t i o n  of g r a n t  f u nd s and 

pr o j e c t s ,  a n d  r e s u l t  in f u r t h e r  p r o j e c t  d e l a y  a n d  i n c r e a s e d  p r o j e c t  cost. 

T h e  c o n c e r n  w a s  i n c r e a s e d  last w e e k  w h e n  the C o m m i t t e e  ag re e d  in conc ept  

to s e v e r a l  p r o p o s e d  a m e n d m e n t s  to add  s p e c i f i c  requi re men ts . M a n y  of  the 

s u g g e s t e d  a m e n d m e n t s  do not a d d r e s s  the A d m i n i s t r a t i o n ' s  s t a t e d  in te nt  of 

the b i l l  (Go ve rnor's L e t t e r  of T r a n s m i t t a l ,  J a n u a r y  28, 1985) o f  i ns ur ing  

th a t  the p r o j e c t s  ar e c o m p l e t e d  " ex pe di tio us ly ".

You  a s k e d  me fo r c o m m e n t  at th e m e e t i n g  the s u g g e s t i o n s  w e r e  m a d e  and I 

w a s  u n p r e p a r e d  to comment. I w i l l  c o m m e n t  b e l o w  on some of  th e concep ts  

an d h op e  t ha t  o t h e r  m u n i c i p a l  o ff ic ia ls,  m o r e  k n o w l e d g e a b l e  o f  sp eci fi c 

d a y - t o - d a y  p r o b l e m s  f ac ed  b y  a d m i n i s t e r i n g  "315" or  "316" g r a n t  funds and 

p r o j e c t s  w i l l  h a v e  the o p p o r t u n i t y  to do  so as well.

1. F e d e r a l l y - i n s u r e d ,  i n t e r e s t - b e a r i n g  account. I d o  n ot  k n o w  if this 

c o n c e r n  w a s  r a i s e d  b e c a u s e  o f  the t o p i c a l  O h i o  s i t u a t i o n  b u t  I am sure 

m u n i c i p a l i t i e s  do no t h a v e  to be  t ol d  to i n v e s t  the m o n e y  t o  g a i n  m a x i m u m  

i n t e r e s t  w i t h  the le as t risk. T h e  l a n g u a g e  impli es a h y p o t h e t i c a l  

$ 5 0 0 , 0 0 0  a d v a n c e  p a y m e n t  on  a $2.5 m i l l i o n  g r a n t  i n v e s t e d  in five (5) 

p a s s - b o o k  s a v i n g s  b a n k  a c c o u n t s  e a c h  in s u r e d  to the m a x i m u m  o f  $100,000 

an d ea c h  g a i n i n g  5*3% interest. T h i s  is u n r e a s o n a b l e  a n d  u n n e c e s s a r y ,  and 

c e r t a i n l y  do e s  n o t  a d d r e s s  e x p e d i t i o u s  c o m p l e t i o n  of a p ro ject.

In t a l k i n g  to a co up l e  of ind i v i d u a l s  i n v o l v e d  w i t h  m u n i c i p a l  grants 

a d m i n i s t r a t i o n ,  the y i n d i c a t e  it is g o o d  m o n e y  m a n a g e m e n t  t o  ha v e  a 

c e n t r a l i z e d  t r e a s u r y  w h e r e  the funds are c o - m i n g l e d  for i n v e s t m e n t  and  the 

i n t e r e s t  is a l l o c a t e d  b y  ov e r a l l  in cr e a s e  to ea c h  project, w h e r e  necessary. 

F o r  f u n d s  in e x c e s s  o f  the i n s t i t u t i o n ' s  a b i l i t y  to i n s u r e  (e.g.

R e p r e s e n t a t i v e  P e t e r  Goll, C h a i r

M e m b e r s  o f  the H o u s e  C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e

HB 139 - A d m i n i s t r a t i o n  o f  C e r t a i n  G r a n t s

M E M B E R  O F  T H E  NATIONAL LE A G U E  O F C IT IE S  AND T H E  NATIONAL A SSO C IA TIO N  O F C O U N T IE S



Representative Peter Goll

April 8, 1985

Page 2

$100, 000 ),  m u n i c i p a l i t i e s  m a y  r e q u i r e  the i n s t i t u t i o n  to p l e d g e  c o l l a t e r a l  

fo r the a d d i t i o n a l  a m o u n t  w i t h  a n o t h e r  ins ti tu ti on.

2. I n t e r e s t  earned. H o w  the i n t e r e s t  m o n e y  e a r n e d  is u s e d  is a p o l i c y  

qu estion. M u n i c i p a l i t i e s  w o u l d  p r o b a b l y  a g r e e  m o r e  w i t h  the p o s i t i o n  

s t a t e d  by  R e p r e s e n t a t i v e  M a r r o u  t h a t  as long as the  o r i g i n a l  g r a n t  amo u n t  

is s p en t to c o m p l e t e  the p r o j e c t  the L e g i s l a t u r e  s h o u l d  n ot  r e m o v e  the 

i n c e n t i v e  fo r a l o cal  g o v e r n m e n t  to i n v e s t  a n d  m a n a g e  t h e  fu nd s well. 

However, th e m a x i m u m  r e s t r i c t i o n  sho u l d  i n c lu de the o p t i o n  to a p p l y  the 

i n t e r e s t  e a r n e d  to w a r d  the project.

3. A I C P A  p r o c e d u r e s .  T h e  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 t a n t s  d o e s  n o t  s et  a c c o u n t i n g  p r o c e d u r e s  b u t  relies on  the N a t i o n a l  

C o u n c i l  on G o v e r n m e n t  A c c o u n t i n g  and  others. T h e  language, if n e c e s s a r y  

at all b e y o n d  th a t  the f unds be  audita ble , s h o u l d  be, " E s t a b l i s h  a n d  u s e  

r e c o g n i z e d  a c c o u n t i n g  p r o c e d u r e s . "  T h i s  l a n g u a g e  m a y  ev e n  c o n f l i c t  w i t h  

T i t l e  29 th a t  r e q u i r e s  o n l y  that a m u n i c i p a l  t r e a s u r e r  k e e p  an i t e m i z e d  

a c c o u n t  of  m o n e y  r e c e i v e d  a n d  d i s bur se d.  (AS 29.33.390)

4. R e q u i r e  a u d i t s  as an e x p en se  of  the grant. D O A  can r e q u i r e  an  a u d i t 

c u r r e n t l y  u n d e r  statute. If the m u n i c i p a l i t y  is r e q u i r e d  to a u d i t  the 

grant, th e n  it s h o u l d  be an a l l o w a b l e  e x p e n s e  o v e r  a nd  a b o v e  the a m o u n t  

n e c e s s a r y  to d o  the pro ject.

5. A n t i - d i s c r i m i n a t i o n  language. A  c o n c e r n  h e r e  is fo r s m a l l e r  

c o m m u n i t i e s  w h e r e  t h e r e  is o n l y  on e c o n t r a c t o r  an d it is v i e w e d  as 

d i s c r i m i n a t o r y  to h i r e  o r  n o t  h ir e  th a t  individual.

6. S t a t u s  r e p o r t  - I w o u l d  c o n c u r  in the c l a r i f i c a t i o n  o f  "brief" 

d i s c u s s e d  b y  t he  C o m m i t t e e  to m i n i m i z e  a n y  a d d i t i o n a l  o r  u n r e a s o n a b l e  

b u r d e n  of  such a r eq uirement.

7. 20% l im itation. T o  i n c lu de a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s  

w i t h  c o n t r a c t  a d m i n i s t r a t i o n  seems to be m i x i n g  a pp l e s  a n d  ora nges. W h a t  

if the p r o j e c t  is for d e s ig n? N o  such l i m i t  s hou l d  be  inc lu de d, o r  a 

limit sh o u l d  no t b e  i n c l u d e d  w i t h o u t  a d d i t i o n a l  i n q u i r y  as to w h a t  is 

c u s t o m a r y  an d reasonable.

Again, w h i l e  che L e a g u e  d oes n o t  op p o s e  th e c o n c e p t  o f  i n s u r i n g  that  a 

s o u n d  p r o j e c t  for w h i c h  gr an t funds ar e a p p r o p r i a t e d  is c o m p l e t e d  

e x p e d i t i o u s l y  as p o s si ble , the L e a g u e  is o p p o s e d  to e x c e s s i v e  and 

b u r d e n s o m e  re gu la t i o n s .  By the  same token, the L e a g u e  d o e s  s u p p o r t  the 

a d o p t i o n  of  p o l i c i e s  fo r p a s s - t h r o u g h  funds to n o n - p r o f i t  c o r p o r a t i o n s  

th a t  do n o t  c aus e any  p r e s e n t  o r  f u t u r e  l i a b i l i t i e s  to m u n i c i p a l i t i e s .

It w o u l d  a p p e a r  th a t  s t a t u t o r y  s a f e g u a r d s  e x i s t  in A S  3 7 . 0 5 . 3 1 5  a n d  the 

p r o b l e m  m a y  be an in te rn al an d f i n a n c i a l  on e to the 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 .  If l e g i s l a t i o n  is n e c e s s a r y  to i m p l e m e n t  t h e  l e g i s l a t i v e



i n t e n t  c o n t a i n e d  in AS  37 .05.315, or  to r e q u i r e  n e c e s s a r y  p r o t e c t i o n  to 

m u n i c i p a l i t i e s  for p a s s - t h r o u g h  grants, th e n  I w o u l d  s u g g e s t  a m e n d i n g  the 

o r i g i n a l  b i l l  by:

1. c h a n g i n g  "sha ll " t o  "may" on  line  6; and,

2. a d d i n g  a l e t t e r  o f  i n t e n t  to r e q u i r e  t h a t  the s u b s e q u e n t  r e g u l a t i o n s

be  a d o p t e d  o n l y  a f t e r  r e a s o n a b l e  a t t e m p t s  a n d  o p p o r t u n i t i e s  are mad e

b y  the 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  to g e t  i n p u t  f r o m  m u n i c i p a l  

o f f i c i a l s  i n c l u d i n g  m a n a g e r s ,  f i n a n c e  o f f ic er s,  a t t o r n e y s  a n d  clerks. 

T h e  p u r p o s e  o f  t he  i n t e n t  s t a t e m e n t  is n o t  to g i v e  m u n i c i p a l  o f f i c i a l s  

v e t o  p o w e r  but, i ns tead, to e n c o u r a g e  t he  D e p a r t m e n t  and  

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

reg ul at ion .

Representative Peter Goll

April 8, 1985

Page 3

T h a n k  you.
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The Honorable Max Gruenberg, Jr.
Alaska State Legislature 
Pouch V

Juneau, Alaska 99811

Dear Representative Gruenberg:

TheAnchorage School District has reviewed House Bill No. 139 which is 
a bill entitled: "An Act Relating to the Administration of Certain
Grants Passed by the Legislature; and Providing for an Effective 
Date".

Our School District is in support of this legislation which was 
introduced at the request of the Governor. We believe that 

regulations should be adopted to include provisions that establish 
procedures for safekeeping and investment of grant money, management 
and disposition of property acquired by grant money, and that a post 
audit of grant transactions should be undertaken upon project 
completion. We would also request for your consideration, that the 
cost of post audits be an allowable cost under the terms and 
conditions of any grant award.

The above-mentioned provisions relating to grants under AS 37.05 are 
sound financial management policies and should be required of agencies 
that receive state funding.

Thank you for reviewing the Anchorage School District's position with 
regards to this proposed legislation.

Sim

E. E. (Gene) Davis, Ed.D. 
SUPERINTENDENT

cl

cc L. T. Freeman, Assistant Superintendent 
for Business Management 

B. Miles, School District Lobbyist



A l a s k a  S t a t u t e s

Sec. 37.05.250. D elegation  o f  du tie s . The departm ent may dele­
gate the duties imposed by this chapter to an employee of the state 
normally stationed in a town or location distant from the state capital. 
Agents so designated shall perform the duties as the departm ent 
requires and in accordance w ith regulations established by the depart­
ment. (§ 5 a r t  IV ch 82 SLA 1955)

Sec. 37.05.260. P re fe re n c e  fo r  A laska  p ro d u c ts . This chapter 
does not modify, amend, or a lte r AS 36.15.010 and 36.15.020 regarding 
preference for Alaska forest products, or AS 36.20.010 regarding 
preference to producers or dealers in Alaska except as provided in AS 
37.05.230(1). (§ 6 a r t  IV ch 82 SLA 1955)

Sec. 37.05.270. P u rc h a s e s  th ro u g h  G eneral S erv ices  A dm in is­
tra tio n . This chapter does not prevent the departm ent from 
purchasing through the General Services A dm inistration as provided 
by law. (§ 7 a rt IV ch 82 SLA 1955; added by § 11 ch 186 SLA 1957)

Sec. 37.05.280. L eases. The departm ent shall lease necessary 
space, and contract for the lease of space for the use of the state or an 
agency of the  state , wherever it is necessary and feasible, subject to 
compliance w ith the requirem ents of AS 37.05.220 — 37.05.280. No 
lease or contract for a lease may provide for a period of occupancy 
greater than  40 years. An Eigency of the sta te  requiring office, 
warehouse or other space shall lease the space through the department. 
No contract or lease executed after Jan u ary  1,1966, which provides for 
a paym ent or payments by the sta te  in excess of $12,000 annually is 
valid unless the use of the tnace to be provided for by such contract or 
lease i.as been expressly approved by the legislature by concurrent 
resolution. (§ 8 a r t  IV ch 82 SLA 1955; added by § 1 ch 81 SLA 1959; 
am § 1 ch 94 SLA 1961; am § 16 ch 99 SLA 1965)

A rtic le  4. G en era l P rov isions.
S e c t io n  
2 9 0 . P u rp o se
3 0 0 . In te rp re ta t io n  o f  ch ap te r
3 0 5 . A p p lic a b ility  to U n iv e rs ity  o f  A la sk a
3 1 0 . F isc a l y e a r
3 1 5 . G ra n ts  to m un ic ip a lit ie s
3 1 6 . G ra n ts  to  nam ed  rec ip ien ts
3 1 7 . G ra n ts  to  u n in co rp o ra ted

com m un itie s

S ection
3 1 8 . F u r th e r  re g u la t io n s  p roh ib ited  
3 2 5 . D e fin ition s  fo r  A S  3 7 .0 5 .3 1 5  —  

3 7 .0 5 .3 1 7  
4 0 0 . D e fin it io n s  fo r  ch ap te r 
4 1 0 . S h o r t  t it le

Sec. 37.05.290. P u rp o se . The purpose of this chapter is to provide 
uniform financial procedures for all state  agencies with respect to 
accounting, purchasing, post auditing, and related financial proce­
dures; and to revise financial procedures to obtain economy, efficiency, 
and in tegrity  in handling public money. (§ 2 a rt I ch 32 SLA 1955; am 
§ 2 ch 188 SLA 1970)
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o  i .uu.ouu. in te rp re ta tio n  o t c h a p te r .  This chapter shall if w  
as supplem ental to all other s ta te  laws not in  conflict wrtfiu 

it. If a section or p a rt of a section of th is  chapter is in conflict wilfti 
federal requirem ents for a  program for which federal grant-in-aid! 
funds are available, the section or part to the  extent of the conflict in, 
inoperative. (§ 1 a r t  VIII ch 82 SLA 1955; am § 18 ch 186 SLA 1955)'

E d i t o r ' s  n o te s . —  F o r  a p p lic a b ility  o f 
the ch ap te r to the  U n iv e rs ity  o f  A la sk a , 
sec notes fo llow in g  ch ap te r head ing .

Sec. 37.05.305. A pp licab ility  to U n iv e rs ity  o f A laska . The com­
m issioner of adm inistration may delegate the performance of the 
functions under th is  chapter as they re la te  to the university to the 
Board of Regents of the University of A laska and set out the criteria 
and guidelines which shall be followed. The commissioner shall direct 
necessary stipulations and exercise m onitoring responsibility for con­
formance through the  Board of Regents of the U niversity of Alaska. 
(§ 5 ch 46 SLA 1977)

L e g is la t iv e  h i s t o r y  r e p o r t s .  —  F o r 
le t te r  o f  in te n t on  ch. 4 6 , S LA  1977

(H C S S B  2 6 1 ) , see 1 9 7 7  H ouse  J o u r r a L p . 
1019 .

Sec. 37.05.310. F isca l y e a r. The fiscal year of the sta te  begins on 
Ju ly  1 of each year and ends a t m idnight on the  following J ’me 30. The 
accounts of the D epartm ent of A dm inistration, the Departm ent of 
Revenue, and all o ther sta te  officers whose accounts are in any way 
connected with the treasury  shall be kept, and all duties performed 
with reference to the beginning and ending of the fiscal year. (§ 12-4-1 
ACLA 1949; am § .2 a r t  VI ch 82 SLA 1955)

R e v i s o r ’ s n o te s . —  Sec tion  12-4-1 
A C LA  1949  was repea led  in d  re-enacted 
by § 3 0 , ch. 133 , S LA  1951 . Section  1 , ch. 
2 4 , S L A  1953  repea led  ch. 1 3 3 , S LA  1951

and § 2 , ch. 2 4 , S L A  1953  re-enacted 
§ 12-4 -1  A C IA  1 9 4 9  as i t  appeared  in 
A CLA  1 9 4 9 .

Sec. 37.05.315. G ra n ts  to  m u n ic ip a lities , (a) When an  amount is 
appropriated or allocated as a  grant to a m unicipality, the Department 
of Adm inistration shall promptly notify tho m unicipality of the avail­
ability of the grant. W hen the Departm ent of Adm inistration receives 
an agreem ent executed by the  m unicipality which provides th a t Die 
municipality (1) will spend the grant for the  purposes specified in the 
appropriation or allocation; (2) will allow, on request, an audit by the 
state  of the uses made of the grant; a n d~t3ni'SSinv 3- th a t r txrUnTextent 
consistent with the purpose of the appropriation or allocation, the 
facilities and services provided with the g ran t will be available for the 
use of the general pu )lic, the Departm ent of A dm inistration shall pay 
the g ran t directly to he municipality. The agreem ent executed by a

15



§ 37.05.316

:

m unicipality under th is section i. (1 be on a form furnished by the 
D epartm ent of A dm inistration anc, shall be executed w ithin 60 days 
after the  effective date of the appropriation or allocation.

(b) An appropriation or allocation for a grant to a m unicipality for 
construction of a  public facility lapses if substantial, ongoing work on 
the project has not begun w ithin five years lfter the effective date of 
the appropriation or allocation.

(c) In accepting a g ran t of money for construction of a public facility, 
a m unicipality covenants with the sta te  th a t it will operate and m ain­
tain the facility for the practical life of the facility and th a t the m unic­
ipality will not look to the sta te  to operate or m aintain the facility or 
pay for its  operation or m aintenance. This requirem ent does not apply 
to a g ran t of money for repair or improvement of an existing facility 
operated or m aintained by the state  a t  the time the g ran t is accepted 
if the repair or improvement for which the grant is made will not 
substantially  increase the operating or maintenance costs to the state.

(d) Not less th an  20 percent of a gran t shall be paid to a m unicipality 
within 10 days of the effective date of the agreement under (a) of this 
section. The rem ainder of the gran t shall be paid either in  monthly 
installm ents equal to the am ount of gran t money the m unicipality 
expended in the previous m onth or in a lump sum as determined by the 
D epartm ent of A dm inistration. (§ 1 ch 156 SLA 198 J; am § lc h 4 S L A  
1982)

E f fe c t  o f  a m e n d m e n ts . —  The  1982  
am endm en t in  subsection  (r ,), su b stitu ted  
"am oun t is  ap p rop ria ted  o r  a llo c a ted " fo r 
"ap p rop r ia tio n  is m ade" in  th e  f ir s t  sen ­
tence, in se rte d  "c r  a llo c a t io n ”  in  item s (1 ) 
and (3 ) in  th e  second sen tence , and added 
"and s h a ll be executed w ith in  6 0  days a fte r  
the e ffe c tiv e  da te  o f  the  ap p rop r ia tio n  o r  
a llo c a tio n ”  to  the end o f  the th ird  sentence; 
redesigna ted  the  fo rm e r  fo u rth  and fif th  
sentences o f  subsection  (a ) as subsection 
(d ); in se rted  "o r  a llo c a t io n "  in two p laces in 
subsection (b ); sub stitu ted  " a ”  fo r  "each ”  
p reced ing "m u n ic ip a lity  covenan ts”  and

" th e  p rac tica l li f t  o f  the fa c i li t y  and th a t  
th e  m un ic ip a lity ”  fo r  " its  p rac tic a l li fe  and 
th a t  i f ”  in  subsection (c); added the second 
sen tence o f  subsection (c); d e le ted  the p ro ­
v is ions o f  furrr.z: subsections (d ), ( f ) ,  and 
(g ), which m ay now be found  in  A S 
3 7 .0 5 .3 1 6 , 3 7 .0 5 .3 1 7 , and  37 .0P  3 1 8 , 
re spec tive ly , and in p resen t subsection  (d ), 
added "u nd e r »<0 o f th is  sec tion " to  the  end 
o f  the  firs', sentence. T he  substance o f  the 
p rov is ion  i o f  fo rm e r ■'ubsection le ) m ay  
now be f ju n d  a t the end o f  th e  th ird  sen ­
tence o f subsection (rO.

Sec. 37.05.ol6. G ra n ts  to  n am ed  rec ip ien ts . When an am ount .‘j  
appropriated or allocated to a departm ent as a grant for n named 
recipient which is not a municipality, the department to which the 
appropriation or allocation is made shall promptly notify the named 
recipient of the availability of the g ran t and request the named recip­
ient to subm it a proposal to provide the goods or sendees specified in 
the appropriation act, or both, for which the appropriation or allocation 
is made. A t the same time, the departm ent may rsu e  a request for 
proposals from other qualified persons to provide tu t same goods or 
services, or both, in the same area. The departm ent sha" contract with
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§ 37.05.317 P u b l ic  F in a n c e § 37.05.325

the named recipient unless the Office of the Governor, with due regard 
for any local expertise or experience among those m aking proposals, 
determ ines th a t an award of the contract to a different party  would 
better serve the public interest. If the contract is awarded to another 
party  than  th a t nam ed by the legislature, the basis of th a t action shall 
be stated  in w riting a t the tim e the grant is issued and a copy of the 
w ritten statem ent shall be sent to the Legislative Budget and Audit 
Committee. A contract shall be executed w ithin 60 days after the effec­
tive date of the appropriation or allocation. The purchase of the goods 
or services, or both, shall be in accordance w ith AS 37.05.230(1)(C). 
(§ 2 ch 4 SLA 1982)

Sec. 37.05.317. G ra n ts  to  u n in c o rp o ra te d  com m unities . When 
an am ount is appropriated or allocated as a g ran t under th is section to 
an unincorporated community, it  shall be disbursed as follows: .

(1) W ithin 45 days after the effective date of the appropriation or 
allocation, the D epartm ent of Community and Regional Affairs shall 
notify the governing body of the unincorporated community, if  any, 
th a t a g ran t is available.

(2) The D epartm ent of Community and Regional Affairs shall deter* 
mine if there is a qualified incorporated entity in the community urea 
th a t will agree to receive the gran t and adm inister it, subject to term s 
generally applicable to private grantees. If there is more than  one such 
entity, the D epartm ent of Community and Regional Affairs shall select 
the most qualified and the g ran t shall be awarded to th a t incorporated 
entity  for the purposes specified in the appropriation act. However, the 
D epartm ent of Community and Regional Affairs shall give preference 
to a nonprofit corporation organized by a community for receipt of the 
grant. \ .  . - _

(3) If there  is no incorporated entity qualified to receive the grant, 
the D epartm ent of Community and Regional Affairs shall adm inister 
the program as specified in the appropriation act directly or through 
agents or contractors with whom it may contract in the community 
area. (§ 2 ch 4 SLA 1982)

Sec. 37.05 318. F u v th e r reg u la tio n s  p ro h ib ite d . Notwith­
standing the A dm inistrative Procedure Act (AS 4/,.62), the Fiscal 
Procedures Act (AS 37.05), and the Executive Budget Act (AS 37.07), 
a state  agency may not adopt regulation*, or impose additional require­
m ents or procedures to implement, interpret, mai^e specific, or 
otherwise carry out the provisions of AS 37.05.315 — 37.05.317 unless 
required by the federal government for participation in federal pro­
grams. (§ 2 ch 4 SLA 1982)

Sec. 37.05.325. D efin itions fo r AS 37.05.315 — 37.05.317. In AS 
37.05.315 — 37.05.317, "allocation” and "appropriation” have the 
m eanings given in AS 37.07.120(2) and (3). (8 2 ch 4 SLA 1982)

17
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N O T E S  T O  D E C IS IO N S

C ite d  in  C a r te r  v . A la s k a  Pub . 
Em p loyees A ss ’n , S up . C t. O p . N o . 2 6 5 7  
(F i le  N o . 6 5 8 6 ) , P .2 d  (1 9 8 3 ) .

Sec. 37.05.410. S h o rt title . This chapter may be cited as Fiscal 
Procedures Act. (§ 1 a r t  i  ch 82 SLA 1955)

R e v is o r ’ s  n o te s . —  F o rm e r ly  A S 
37 .0 5 .3 3 0 . R enum be red  in  1983 .

Chapter 07. Executive Budget Act.
S e c t io n S e c t io n
10. S ta tem en t o f  p o licy 8 0 . P ro g ram  execu tion
20. R e sp on s ib ilitie s  o f  the g o v e rn o r 9 0 . P e rfo rm an ce  re p o rtin g
30 . R e sp on s ib ilitie s  o f  the  le g is la tu re 100 . P roposed  supp lem en ta l o r  specia l
40 . O ffice o f  m anag em en t and  budget app rop ria tion s
50 . Agency p rog ram  and  fin a n c ia l p lan s 110 . In te rp re ta t io n  o f  ch ap te r
SO. G ove rn o r ’s recom m endation 120 . D e fin itio n s
62. C ap ita l budget 130 . S h o rt t i t le
70 . L eg is la tiv e  re v iew

§ 37.05.400 A l a s k a  S t a t u t e s § 37.05.410

R e v i s o r ’s n o te s . —  F o rm e r ly  A S
3 7 .0 5 .3 1 9 . R enum be red  in  1983 .

Sec. 37.05.400. D efin itions fo r c h a p te r . In th is chapter
(1) "fiscal year,” "budget year,” "accounting year,” or sim ilar term  

means a year beginning on Ju ly  1 of one calendar year and ending on 
Ju n e  30 of the following calendar year;

lf2) "handicapped individual” means an individual under a physical 
cr m ental disability which constitutes a substantial handicap to 
employment;

(3) "sheltered workshop” means a place where m anufacture or 
handiwork is carried on, and which is operated for the prim ary purpose 
of providing rem unerative employment to handicapped individuals.

(4) "state agency,” "agoncy,” "departm ent,” or sim ilar term  m eans a 
departm ent, office, institution, board, commission, bureau, division, or 
other adm inistrative u n it forming the state  government, and includes 
the Alaska Pioneers’ Home and the University of Alaska. (§ 3 a rt I ch 
82 SLA 1955; am § 1 ch 186 SLA 1957; am § 2 ch 92 SLA 1975; am § 6 
ch 46 SLA 1977)

R e v is o r ’ s n o te s . —  F o rm e r ly  A S  reo rg an ized  to a lph abe tize  the  de fined
37 .0 5 .3 2 0 . R enum be red  in  1983  and  te rm s.
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B a n n i s t e r
4 / 9 / 8 5 ,

O r i g i n a l  sp on so r:  Rules/'Governor

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

IN T H E  H O U S E  A F F A I R S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 139 (C&RA)

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

Fo r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the a d m i n i s t r a t i o n  of c e r t a i n

g r a n t s  p a s s e d  b y  the l e g i s l a t u r e ;  ar.d p r o v i d i n g  for 

a n  e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF T H E  S T AT E O F  A L A S K A :

* S e c t i o n  1. A S 3 7 . 0 5 . 3 1 6  is a m e n d e d  to read:

Sec. 3 7 . 0 5 . 3 1 6 .  G R A N T S  TO  N A K E D  R E C I P I E N T S .  W h e n  an a m o u n t  is 

a p p r o p r i a t e d  or a l l o c a t e d  to a d e p a r t m e n t  as a g r a n t  for a n a m e d  

r e c i p i e n t  that  [WHICH] is n o t  a m u n i c i p a l i t y ,  the d e p a r t m e n t  to w h i c h  

the a p p r o p r i a t i o n  or a l l o c a t i o n  is m a d e  s ha ll  p r o m p t l y  n o t i f y  the 

n a m e d  r e c i p i e n t  of the a v a i l a b i l i t y  of  the g r a n t  a n d  r e q u e s t  the n a m e d  

r e c i p i e n t  to s u b m i t  a p r o p o s a l  to p r o v i d e  the g o o d s  or s e r v i c e s  sraci- 

fied in the a p p r o p r i a t i o n  ac t [, O R  BOTH,] for w h i c h  the a p p r o p r i a t i o n  

or a l l o c a t i o n  is m a de . At  the s am e time, the d e p a r t m e n t  m a y  issue a 

r e q u e s t  for  p r o p o s a l s  f r o m  o t he r  q u a l i f i e d  p e r s o n s  to p r o v i d e  the same 

g oo ds or s e r v i c e s  [, O R  BOTH,] in the same area. Th e d e p a r t m e n t  sh all 

aw a r d  the g r a n t  to [ C O N T R A C T  W IT H]  the narcec r e c i p i e n t  u n l e s s  the 

O f f i c e  of  the G o v e r n o r ,  w i t h  due r e g a r d  for the [ANY] local e x p e r t i s e  

or e x p e r i e n c e  of [AMONG] t ho se  m a k i n g  p r o p o s a l s ,  d e t e r m i n e s  tha t an 

a w a r d  [OF T H E  C O N T R A C T ]  to a d i f f e r e n t  p a r t y  w o u l d  b e t t e r  s e r v e the 

p u b l i c  i n t e r e s t .  If the g r a n t  [CONTRACT] is a w a r d e d  to a [ANOTHER] 

p a r t y  o t h e r  t h a n  that  n a m e d  b y  the l e g i s l a t u r e ,  the b a s i s  of  that 

a c t i o n  s ha ll  be  s t a t e d  in w r i t i n g  at the time  the g r a n t  is i s s u e d  and 

a c o p y  of the w r i t t e n  s t a t e m e n t  sh all  be  sen t to the L e g i s l a t i v e  

Bu dg et  a n d  A u d i t  C o m m i t t e e .  A  g r a n t  a g r e e m e n t  m u s t  [ C O N T R A C T  SHALL]

-1- CS K B 1 3 9 (C&RA)
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be e x e c u t e d  w i t h i n  60 day s a f t e r  the e f f e c t i v e  date  of the a p p r o p r i a­

tion  or a l l o c a t i o n .  [THE P U R C H A S E  O F  T H E  G O O D S  O R  S E R V I C E S ,  O R  ROTH, 

S H A L L  BE IN A C C O R D A N C E  W I T H  AS 3 7 . 0 5 . 2 3 0 ( 1 ) ( B ) .]

* Sec. 2. A S  3 7 . 0 5 . 3 1 8  is r e p e a l e d  an d r e e n a c t e d  to read:

Oc-c. 37.05. 31 8 . R E G U L A T I O N S .  Th e c o m m i s s i o n e r  of a d m i n i s t r a t i o n  

s h a l l  a d o p t  r e g u l a t i o n s  to i m p l e m e n t  the p r o v i s i o n s  of AS 3 7 . 0 5 . 3 1 5  - 

3 7 . 0 5 . 3 1 6 .  The  c o m m i s s i o n e r  of c o m m u n i t y  and r e g i o n a l  a f f a i r s  sh all  

a d o p t  r e g u l a t i o n s  to i m p l e m e n t  th e p r o v i s i o n s  of AS  3 7 . 0 5 . 3 1 7 .  T h e s e  

r e g u l a t i o n s  m u s t  i n c l u d e  p r o v i s i o n s  that e s t a b l i s h  p r o c e d u r e s  for  the 

s a f e k e e p i n g  an d  i n v e s t m e n t  of g r a n t  m on e y ,  the m a n a g e m e n t  a n d  d i s p o s i­

ti o n  of p r o p e r t y  a c q u i r e d  b y  g r a n t  mo n ey , and the p o s t  a u d i t  o f g ra nt  

t r a n s a c t i o n s .  A n  a ud i t r e q u i r e d  b y  t h es e r e g u l a t i o n s  is a c o s t  of  f:.a 

gra nt . T h e  r e g u l a t i o n s  a d o p t e d  u n d e r  this s e c t i o n  m a y  not  i n t e r f e r e  

w i t h  the i m p l e m e n t a t i o n  of the gr an t,  bu t s h a ll  be d e s i g n e d  to p r e v e n t  

the m i s m a n a g e m e n t  of the g r a n t  a n d  the m i s u s e  of  g r a n t  funds.

* Sec. 3. T h i s  A c t  takes e f f e c t  J u l y  1, 1985.

CSHB 139CC&RA)
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D e a r  R e p r e s e n t a t i v e  K o p o n e n :

A t t a c h e d  is a P o s i t i o n  P a p e r  on  H o u s e  B i l l  No. 13 9,  " A n  A c t  

r e l a t i n g  to t h e  a d m i n i s t r a t i o n  of c e r t a i n  g r a n t s  p a s s e d  by the 

L e g i s l a t u r e ;  a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "  S e c t i o n  2 of 

t h i s  a c t  h a s  t h e  p o t e n t i a l  to i n c r e a s e  t h e  B o r o u g h ' s  a d m i n i s t r a ­

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

P o s i t i o n  P a p e r ,  w e  h a v e  a l r e a d y  e s t a b l i s h e d  p r o c e d u r e s  w h i c h  h i e  

c o n s i s t a n t  w i t h  s t a t u t e s ,  B o r o u g h  o r d i n a n c e s ,  a n d  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 .  We b e l i e v e  t h a t  t h i s  is t h e  m o s t  e f f e c t i v e  

m e t h o d  to r e g u l a t e  t h e s e  g r a n t s  in t e r m s  of b o t h  c o s t  a n d  p r o -

W h i l e  w e  r e a l i z e  t h e  n e e d  to r e g u l a t e  g r a n t s ,  w e  h o p e  t h e  

L e g i s l a t u r e  r e a l i z e s  t h a t  m a n y  c o m m u n i t i e s  s u c h  as A n c h o r a g e ,  

M a t - S u  a n d  o u r s e l v e s  h a v e  e f f e c t i v e  l o c a l  r e g u l a t i o n s  a l r e a d y  in 

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

f u n d s  t h a t  a r e  p r o v i d e d  to e v e r y  o t h e r  p u b l i c  d o l l a r  w h i c h  we a r e  

e n t r u s t e d  to h a n d l e .  We w o u l d ,  t h e r e f o r e ,  u r g e  y o u  to g i v e  c o n ­

s i d e r a t i o n  to o u r  e f f o r t s  in y o u r  q u e s t  to p r o t e c t  a g a i n s t  a b u s e s  
i n  t h e  u s e  of g r a n t  f u n d s .

g r a m s

S i n c e r e l y

B . B . .i 11 e n , 

B o r o u g h  M a y o r

B B A / r e k

E n c l o s u r e s

rasausssffls.*;
P.O. Box 1267 Fairbanks, Alaska 99707 (907) 452-4761
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S e c t i o n  1 o f  t h i s  b i l l  d o e s  n o t  a p p l y  tr> t h e ’ F a i r b a n k s  N o r t h  S t a r  

B o r o u g h .

S e c t i o n  2 o f  H o u s e  B i l l  No. 1 3 9  w o u l d  a m e n d  A . S . 3 7. 05 . 3 1 8  to r e ­

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

p e r t a i n i n g  to g r a n t s  a w a r d e d  by t h e  L e g i s l a t u r e  t h r o u g h  V.he 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 .  T h i s  r e q u i r e m e n t  is a t o t a l  r e v e r s a l  o f  

t h e  e x i s t i n g  A . S . 3 7 . 0 5 . 3 1 8  w h i c h  p r o h i b i t s  t h e  c o m m i s s i o n e r  f r o m  

r e g u l a t i n g  t h e s e  g r a n t s .  W h i l e  w e  c a n  s u p p o r t  t h e  f a c t  t h a t  g r a n t  

m o n i e s  n e e d  to be c o n t r o l l e d ,  w e  do h a v e  s o m e  c o n c e r n s .

R e s p o n s i b l e  l o c a l  g o v e r n m e n t s  i n  v a r i o u s  p a r t s  of t h e  s t a t e  

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

s a f e g u a r d s .  As a r e s u l t ,  w e  h a v e  c r e a t e d  o u r  o w n  a d m i n i s t r a t i v e  

r e g u l a t i o n s  to e n s u r e  t h a t  g r a n t  f u n d s  - l i k e  a l l  p u b l i c  d o l l a r s  - 

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

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

t h e s e  l o c a l  s a f e g u a r d s  h a v e  b e e n  in p l a c e ,  t h e y  h a v e  s e r v e d  to e n ­

s u r e  t h a t  g r a n t  f u n d s  r e c e i v e  t h e  s a m e  s c r u t i n y  as o t h e r  B o r o u g h  

f u n d s .  T h e r e f o r e ,  w h e r e  t h o s e  s a f e g u a r d s  a r e  i n  e f f e c t  a n d  h a v e  

p r o v e n  to w o r k ,  w e  f e e l  t h a t  t h e  l o c a l  s t a n d a r d  s h o u l d  p r e v a i l  o v e r  

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

I f  t h e  a l t e r n a t i v e  is to be p u r s u e d ,  S e c t i o n  2 of H o u s e  B i l l  

N o .  1 3 9  s h o u l d  be c h a n g e d  by a d d i n g  a s e n t e n c e  to t h e  e n d  a s  f o l ­

l o w s  :

" W h e n  p r o c e d u r e s  e s t a b l i s h e d  by t h e  m u n i c i p a l i t y  p r o v i d e  

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

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

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

o f  t h i s  s e c t i o n .

I f  t h i s  s o l u t i o n  i s  n o t  a c c e p t a b l e ,  t h e n  w e  w o u l d  l i k e  to s e e  

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

s u b d i v i s i o n s  f r o m  w a s t e f u l  r e d u n d a n c y  a n d  a r t i f i c i a l  r e q u i r e m e n t s  

t h a t  s e r v e  o n l y  a d m i n i s t r a t i v e  c o n v e n i e n c e  at t h e  e x p e n s e  of t h e  

v a r i o u s  p r o g r a m s .  T o  t h i s  e n d ,  w e  w o u l d  p r o p o s e  t h a t  t h e  a u d i t  of 

g r a n t  f u n d s  be m a d e  as a p a r t  of t h e  a n n u a l  e x t e r n a l  a u d i t  o f  m u n i ­

c i p a l  f u n d s  r e q u i r e d  by A .S . 2 9 . 4 8 . 2 2 0 .  U n d e r  t h i s  s o l u t i o n ,  a l l  

g r a n t  f u n d s  w o u l d  be a u d i t e d  at t h e  e n d  o f  e a c h  f i s c a l  y e a r .  T h i s  

i s  c u r r e n t l y  d o n e  i n  t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h .  T h e r e  a r e  

m u l t i p l e  b e n e f i t s  to t is a p p r o a c h .  F i r s t ,  i t  w o u l d  p r o v i d e  a 

m e i . - ^ n i s m  to s y s t e m a t i c a l l y  h a v e  g r a n t s  e x a m i n e d  e a c h  f i s c a l  y e a r .  

S e  ' r J , it w o u l d  p r e v e n t  t h e  l o s s  of s t a f f  t i m e  o c c a s i o n e d  by 

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

c o s l a  to t h e  s t a t e  by n o t  r e q u i r i n g  t h ^  h i r i n g  of a u d i t o r s  by 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 .
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P a g e  2

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

m a i n t a i n  a c e n t r a l  t r e a s u r y  be p r o t e c t e d .  T h e  c o s t s  o f  e s t a b l i s h i n g  

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

w o u l d  g r e a t l y  o u t w e i g h  a n y  b e n e f i t  to be d e r i v e d .  F u r t h e r ,  t h e  

p o s i t i o n  t h a t  m u n i c i p a l i t i e s  a r e  g a i n i n g  g r e a t  a m o u n t s  of i n t e r e s t  

f r o m  g r a n t  d o l l a r s  at t h e  e x p e n s e  o f  p r o j e c t s  j u s t  is n o t  t r u e  i n  

t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h .  T h e  m a j o r i t y  o f o u r  g r a n t s  p r o v i d e  

o n l y  2 0 %  in f r o n t  m o n e y .  T h i s  m e a n s  t h a t  d u r i n g  o u r  s h o r t  c o n s t r u c ­

t i o n  s e a s o n ,  w e  a r e  o f t e n  u s i n g  t h e  B o r o u g h ' s  G e n e r a l  F u n d  to p a y  

c o n t r a c t o r s  p r i o r  to o b t a i n i n g  r e i m b u r s e m e n t .

T h e r e f o r e ,  a n y  s y s t e m  r e q u i r i n g  i n t e r e s t  t r a c i n g  w o u l d  h a v e  to 

b e  a by d a y  s y s t e m  c a l c u l a t i n g  n o t  o n l y  h o w  m u c h  i n t e r e s t  a g r a n t  

w a s  e a r n i n g  b u t  a l s o  h o w  m u c h  g r a n t  i n t e r e s t  i s  d u e  to t h e  E o r o u g h  

f o r  r e v e n u e s  l o s t  b e t w e e n  t h e  t i m e  w e  s p e n d  B o r o u g h  m o n e y  a n d  t h e  

s t a t e  r e i m b u r s e s  i t .  A s y s t e m  of t h i s  t y p e  w o u l d  be e x t r e m e l y  

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

c o s t s  .

I f  t h i s  a l t e r n a t i v e  is c h o s e n ,  t h e n  S e c t i o n  2 of H o u s e  B i l l  

N o .  1 3 9  s h o u l d  be c h a n g e d  by a d d i n g  t w o  s e n t e n c e s  a t  t h e  e n d  a s  

f o l l o w s :

" A n  a u d i t  c o n d u c t e d  in a c c o r d a n c e  w i t h  A .S . 29 .4 8. 22 0 m a y  

be u s e d  to s a t i s f y  a n y  p o s t  a u d i t  r e q u i r e m e n t  i m p o s e d  by 

r e g u l a t i o n s  of t h e  c o m m i s s i o n e r .  N o t h i n g  p r e s c r i b e d  by 

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

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

to e s t a b l i s h  a n d  m a i n t a i n  a c e n t r a l  t r e a s u r y . "



COMMITTEE REPORT

F U R T H E R :  ‘

Th e C o m m i t t e e  on C O M M U N I T Y  & Rr.C>OI1AL Ai?FAI|j^s ^ a(j___________HB 13.)________

"An A c t  r e l a t i n g  to the a d m i n i s t r a t i o n  of c e r t a i n  g r a n t s  p a s s e d  b y  the 
l e g i s l a t u r e ;  a n d  p r o v ? i i n g  f o r  an e f f e c t i v e  d a t e , "

under con s id e ra tion  and recommends
do p a s s  [ ] d

do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s (s ) 

r e p l a c e  w i t h  CS f o r  /V r . ■'
J/

and r e c o m m e n d s  _____  -

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t

r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

M E M B E R S  
DO P A S S

M E M B E R S  H A V I N G  

O T H E R  R E C O M M E N D A T I O N S

C H A I R M A N



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

March 19, 1985 

MEMORANDUM

TO: Representative Peter Goll

ATTN: Bob Berry

FROM: Jonathan Sherwood
Legislative

RE: Oversight of State Grants in Other States
Research Request 85-245

You requested that we provide information on the statutory or regulatory 
requirements of other states regarding the oversight of state grants to 
local governments and nonprofit agencies. We were also requested to 
cc.tact the Division of Management in the Alaska Office of Management 
and Budget to determine what ideas for oversight of Alaska grants have 
been developed.

We contacted five states--California, Louisiana, Minnesota, New Mexico, 
and Texas— tc determine the methods of grant oversight used in other 
states. In addition, we discussed procedures in otht.* states with 
Linda Delaney of the Division of Management, who has also researched 

grant oversight in other states. Before presenting our findings regard­
ing individual states; it is useful to discuss some of our general 
findi ngs.

None of the states we contacted reported any major grant programs simi­
lar to AS 37.05.315-.317, in which the legislature designates the re­
cipient of the grant. Grant programs in other states generally involve 
an appropriation to a program acministered b> an executive branch 
agency, w j ch then designates the grant recipients and establishes the 
grant compliance and oversight requirements specific to that program.

Many state grant programs involve the appropriation of funds received 
from the federal government. These federal pass-through programs are 
subject to federal grant oversight requirements. One of the most 
significant federal provisions is the requirement mandating the single 
audit for state, local, and tribal governments v  living federal assist­
ance. This audit requirement, established by Attachment P of 0MB Cir­
cular A-102, unifies the auditi ;g done on governments receiving funds 

from various federal programs, thus reducing duplication of audit

P o u c h  Y .  S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 1 1  

( 9 0 7 )  4 6 5 - 3 9 9 1
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efforts by the federal government. Attachment P ai > outlines the re­
cipient's responsibility for monitoring the expenditi. es of subrecipi­
ents (agencies or local governments receiving pass-through funds). We 
have included Attachment P with this memorandum along with an article 
explaining Attachment P audit procedures.

An Attachment P audit considers not only whether the recipient's finan­
cial statements are in order, but also whether laws and regulations 
pertaining to the expenditure of federal funds have been complied with, 
and whether internal procedures have been established to meet the ob­
jectives of the grant program. Although the Attachment P audit re­
quirement does not apply to state-funded grant programs, it appears 
that some states have altered their audit requirements to coordinate 
with the Attachment P process.

Oversight in Other States

California. According to Kurt Sjoberg, Chief Deputy Auditor General 
with the California Joint Legislative Audit Committee, state grants in 
California are administered by many different agencies, but all grants 
relating to a particular function are administered by the same state 

agency. Mr. Sjoberg stated that the California Legislature generally 
does not identify grant recipients in the appropriation process; in­
stead, it funds programs which have a specified class of recipient 
agencies.

In some instances, the legislation authorizing a g^ant program speci­
fies the grant compliance procedures; in others, che executive branch 
agency .esponsible for administering the program develops the compliance 
procedures. Mr. Sjoberg stated that for most grant programs, recipients 
are required to submit monthly cost reports, obtain an audit by an 
independent auditor, and make themselves available to state audit.

The California legislature can direct the Auditor General's office to 
review any state expenditure, including gr^r.us. In addition, other 
audit functions exist within the executive ^.ranch of government. How­
ever, Mr. Sjoberg noted that while provisions for grant compliance are 
in place, the state may not always have sufficient staff available to 
ensure that compliance is obtained.

Minnesota. According to Elaine Hansen, with the Minnesota State Audi- 
tor's Office, Minnesota appropriates relatively more grant moneys to 
local governments than do most states. Most local units of government 
have annual audits; it is the responsibility of the state auditor to 
audit local units of government (the Legislative Audit Committee audits 

executive branch expenditures). Minnesota has tied its audit program
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into the federally mandated single audit program; local units of govern­
ment have a state audit in conjunction with the federal Attachment ? 

audit. In practice, the grant recipient has one total audit, whies 
accounts for all funds received. The audit considers both the financial 
statements and the program compliance of the grant recipient.

The State of Minnesota has developed a compliance manual for local 
government units. This manual outlines proper procedures or standards 
for functions such as minutes of meetings, bidding, subcontracting, 
claims payment, and indebtedness. In addition, the state has developed 
charts of accounts for counties, cities, and school districts. Iq 
theory, use of these charts will result in local government units 
keeping their accounts in the same format, although Ms. Hansen acknow­
ledges that this result is not always achieved.

Grants to nonprofit agencies are distributed through programs adminis­
tered by executive branch agencies. Although different programs may be 
administered by different agencies, all grant funds are paid out by the 
Department of Finance, which requires all state agencies to include au­
dit requirements in every grant agreement.

According to Ms. Hansen, if a lack of compliance is found during any 
audit, the state will stop giving money to the grant recipient. It 
will also attempt to collect any misspent monies. While she acknow­
ledged that collection was sometimes difficult in the case of nonprofits 
and small cities without substantial revenue sources, Ms. Hansen noted 
that the state is particularly aggressive in collecting from county 
governments.

Louisiana. In Louisiana, the Legislative Auditor is responsible for 
auditing all state and local governmental units, except for municipali­
ties, which are required to arrange for an audit by an independent 
accounting firm through the Legislative Auditor's office. Local govern­
ments are audited according to Attachment P procedures.

According to Charles Collier, with the Louisiana Legislative Auditor's 
Office, no overall grant compliance measures have been established. 
Each state department develops its own guidelines for the programs it 
administers. Virtually all grant programs are either federally funded, 
and thus must comply with Attachment P audit procedures, or arc distrib­
uted by formula, such as the school foundation formula.

All state expenditures are audited by the Louisiana Legislative Auditor 
at some level. The State of Louisiana as a whole is audited— special 
reports are compiled on each department— and audits are performed on 
local governments, school districts, and independent taxing authorities. 
However, no provisions are made for a state audit of grant recipients
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that do not fall into one of these categories, such as nonprofits r e­

ceiving state funds. In such cases, the expenditure is audited at the
state government level.

New Mexico. According to Jim Macias, with the State Auditor's Office 
in New Mexico, the State of New Mexico is constitutionally prohibited 
from giving grants to nonprofit agencies. However, che state does give 
grants to local governments. Each municipality is audited annually; 
grant funds are included in this audit. Each year, the State Auditor's 
Office audits a small percpitage of the local governments itself; other 
municipalities are audited by independent public accountants.

The state agencies administering the grant programs are responsible for 
oversight provisions. According to Jeanne Zoltai, with the New Mexico 
Department of Finance and Administration, different programs have 
different oversight requirements. However, Ms. Zoltai noted that there 
is ongoing monitoring of grant expenditures. Grant recipients are 
required to submit regular statements showing expenditures billed to 
the program.

Texas. Jerry Nieff, with the Texas Legislative Audit Committee, stated
that Texas has very few state grants. Agencies that do receive grants
from the state are either required to have an "Attachment audit or 
are audited by the state agency responsible for' administering the grant 

program. The individual state agencies are responsible for incorporat­
ing performance measures in the grant agreements. Where audits turn up 
expenditures not in compliance with the grant, the recipient agency 
usually receives a cut in funding for the following fiscal year,,

Grant Oversight in Alaska

According to Linda Delaney, with the Alaska Office of Management and 
Budget's Division of Management, the State of Alaska plans to implement 
a single audit process beginning in FY 86. The plan has recently been 
submitted to the Governor's Office for final approval.

Under the proposed guidelines for the program, every grant recipient
that receives more than $300,000 in State funds in a fiscal year will
automatically rec'eve a single audit; recipients of $100,000 per year 
will automatically be audited biennially. Recipients of smaller amounts 
will still be subject to audits at the discretion of the State.

The State single audit process as proposed is very similar to the fed­
eral Attachment P audit process and is designed to be merged with the 
federal audit requirement so that agencies receiving both State and

federal funds will be able to have one audit satisfy both State and
federal audit requirements. The single audits will not only review
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financial statements, but also consider compliance with fiscal require­

ments of grant programs and internal controls to ensure such compliance. 
Individual State agencies responsible for grant administration will 
still be responsible for performance evaluation of the grant recipients.

Attached are the appropriate sections of the draft Grants Management 
Handbook which describe the single audit process in more detail. Ac­
cording to Ms. Delaney, the only major change between the draft and 
current plans is that the dollar limit used to trigger the mandatory 
audit provisions will be the amount awarded to a grant recipient, not 
the amount actually received by the grant recipient by the end of the 
fiscal year.

Also in FY 86, the Office of Management and Budget plans to begin operat­
ing a computerized grants information system which will enable the State 
to track all State grant awards and expenditures.

If you have any questions, or if we can be of further assistance to 
you, please do not hesitate to contact us.

JS

Attachments
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C I R C U L A R  A - 102 
A T T A C H M E N T  P

AUDIT R E Q U I R E M E N T S

1. T h i s  A t t a c h m e n t  e s t a b l i s h e s  a udit r e q u i r e m e n t s  for State and 
local gove r n m e n t s ,  and In d i a n  t r i b a l  g o v e r n m e n t s  that receive 
Fe d e r a l  a s sistance. It p r o v i d e s  f o r  i n d e p e n d e n t  audits of 
f i n a n c i a l  o p e r a t i o n s ,  i n c l u d i n g  c o m p l i a n c e  w i t h  c e r t a i n  
p r o v i s i o n s  of F e d e r a l  law and r e g u l a t i o n .  T h e  r e q u i r e m e n t s  are 
e s t a b l i s h e d  to ensure t h a t  a u d i t s  are m a d e  on an 
o r g a n i z a t i o n - w i d e  basis, r a t h e r  t h a n  o n  a g r a n t - b y - g r a n t  basis. 
S u c h  a u d i t s  are to d e t e r m i n e  w h e t h e r  (a) f i n a n c i a l  o p e r a t i o n s  are 
c o n d u c t e d  prope r l y ,  (b) the f i n a n c i a l  s t a t e m e n t s  are p r e s e n t e d  
fairly, (c)' the o r g a n i z a t i o n  h a s  c o m p l i e d  w i t h  laws and 
r e g u l a t i o n s  a f f e c t i n g  the e x p e n d i t u r e  of F e d e r a l  funds, (d) 
i n t e r n a l  p r o c e d u r e s  h a v e  been e s t a b l i s h e d  to m e e t  the o b j e c t i v e s  
of f e d e r a l l y  a s s i s t e d  programs, and (e) f i n a n c i a l  reports to the 
F e d e r a l  G o v e r n m e n t  contain a c c u r a t e  a n d  r e l i a b l e  information. 
E x c e p t  w h e r e  s p e c i f i c a l l y  r e q u i r e d  b y  law, no additional 
r e q u i r e m e n t s  for a u d i t  will be  i m p o s e d  u n l e s s  a p p r o v e d  by  the 
O f f i c e  of M a n a g e m e n t  and Budget.

2. D e f i n i t i o n s .

" C o g n i z a n t  agency" means t h e  F e d e r a l  a g e n c y  t h a t  is a s s i g n e d  
a udit r e s p o n s i b i l i t y  for a p a r t i c u l a r  r e c i p i e n t  o r g a n i z a t i o n  by  
the O f f i c e  of M a n a g e m e n t  and Budget.

" R e c i p i e n t  o r g a n i z a t i o n "  m e a n s  a S t a t e  d e p a r t m e n t ,  a local 
g o v e r n m e n t ,  an In d i a n  tribal g o v e r n m e n t ,  or a s u b d i v i s i o n  of such 
entities, that r e c e i v e s  Fede r a l  assist a n c e .  It do e s  not i n c lude 
St ate and local ins t i t u t i o n s  o f  h i g h e r  e d u c a t i o n  or hospitals, 
w h i c h  are c o v e r e d  by  Cir c u l a r  A-110.

3. S t ate and local g o v e r n m e n t s  and In d i a n  tribal g o v e r n m e n t s  
shall use t h eir own p r o c e d u r e s  to a r r a n g e  for i n d e p e n d e n t  audits, 
and to p r e s c r i b e  the scope o f  audits, p r o v i d e d  that the audits 
c o m p l y  w i t h  the requ i r e m e n t s  set f o rth below. W h e r e  c o n t r a c t s  
are a w a r d e d  for a u dit services, the c o n t r a c t s  shall include a 
r e f e r e n c e  to this Attachment.

4. The p r o v i s i o n s  of this A t t a c h m e n t  do not l i m i t  the a u t h o r i t y  
of F e d e r a l  a g e n c i e s  to make a u d i t s  of r e c i p i e n t  o r g a n . r a t i o n s .
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However, if indepe n d e n t  audits a r r a n g e d  for b y  recipients meet 
the r e q u i r e m e n t s  p r e s c r i b e d  below, all Federal agencies shall 
rely on them, and any add i t i o n a l  audit w o r k  shall b u i l d  u p o n  the 
w o r k  a l r e a d y  done.

5. Au d i t s  shall be ma d e  in a c c o r d a n c e  w i t h  the G e n eral 
A c c o u n t i n g  O f f i c e  Stand a r d s  for A u d i t  of G o v e r n m e n t a l  
Organizations, Programs, A c t i v i t i e s  and Functions, the G u i d e l i n e s  
for F i n a n c i a l  and C o m p l i a n c e  A u d i t s  of F e d e r a l l y  A s s i s t ed 
P r o g r a m s , any c o m p l i a n c e  s u p p l e m e n t s  a p p r o v e d  b y  0M3, and 
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  standards e s t a b l i s h e d  b y  the A m e r i c a n  
Institute of C e r t i f i e d  Public Accountants.

6. A u d i t s  w i l l  include, at a minimum, an e x a m i n a t i o n  of the 
systems of • internal control, systems e s t a b l i s h e d  to ensure 
c o m p l i a n c e  w i t h  laws and regula t i o n s  a f f e c t i n g  the e x p e n d i t u r e  of 
Federal funds, financial t r a n s a c t i o n s  and accounts, and financial 
sta t e m e n t s  and reports of r e c i p i e n t  o rganizations. T h ese 
e x a m i n a t i o n s  are to d e t e r m i n e  whether:

a. T here is e f f e c t i v e  control o v e r  and pr o p e r  a c c o u n t i n g  
for revenues, expenditures, assets, ana liabilities.

b. The financial statements are p r e s e n t e d  fairly in 
acc 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  principles.

c. The Federal financial repo r t s  ( i n cluding Financial 
Status Reports, Ca s h  Reports, and c l a i m s  for advances and 
reimbursements) c o n t a i n  accurate and r e l i a b l e  financial data, and 
are p r e s e n t e d  in a c c ordance w i t h  the terms of a p p l i c a b l e  
agreements, and in acc o r d a n c e  w i t h  A t t a c h m e n t  H  of this Circular.

d. Federal funds are b e i n g  e x p e n d e d  in acc o r d a n c e  w i t h  the
terms of a p p licable agreements and those p r o v i s i o n s  of Federal 
law or regul a t i o n s  that c o u l d  have a m a t e r i a l  effect o n  the 
financial statements or on the awards tested. i

7. In o r d e r  to a c c o m p l i s h  the p u r p o s e s  set forth above, a 
re p r e s e n t a t i v e  n u m b e r  of charges to F e d e r a l  awards shall be 
tested. The test shall be r e p r e s e n t a t i v e  of (1) the u n i v e r s e  of
Federal awards received, and (2) all c osts c a t e g o r i e s  that 
m a t e r i a l l y  affect the award. The test is to d e t e r m i n e  w h e c h e r  
the charges:

a. Are n e c e s s a r y  and r e a s o n a b l e  for the p r o p e r
a d m i n i s t r a t i o n  of the program.
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b. C o n f o r m  to any l i m i t a t i o n s  or e x c l u s i o n s  in the award.

c. W e r e  g i v e n  c o n s i s t e n t  a c c o u n t i n g  t r e a t m e n t  and applied 
u n i f o r m l y  to b o t h  f e d e r a l l y  a s s i s t e d  and o t h e r  a c t i v i t i e s  of th.’ 
recipient.

d. W e r e  net of a p p l i c a b l e  credits.

e. D i d  n o t  i n c l u d e  c o s t s  p r o p e r l y  c h a r g e a b l e  to other 
f e d e r a l l y  a s s i s t e d  programs.

f. W e r e  p r o p e r l y  r e c o r d e d  (i.e., c o r r e c t  amount, date) and 
s u p p o r t e d  b y  so u r c e  d o c u m e n t a t i o n .

g. W e r e  a p p r o v e d  in advance, if s u b j e c t  to p r i o r  approval 
in a c c o r d a n c e  w i t h  C i r c u l a r  74-4.

h. W e r e  i n c u r r e d  in a c c o r d a n c e  w i t h  c o m p e t i t i v e  p u r c h a s i n g  
p r o c e d u r e s  if c o v e r e d  b y  A t t a c h m e n t  0 of this C i r c u l a r .

i. W e r e  a l l o c a t e d  e q u i t a b l y  to b e n e f i t i n g  activities, 
i n c l u d i n g  n o n - F e d e r a l  activities.

8. A u d i t s  u s u a l l y  w i l l  be m a d e  annually, b u t  n o t  less frequently 
t h a n  e v e r y  two years.

9. If the a u d i t o r  b e c o m e s  aware of i r r e g u l a r i t i e s  in the 
r e c i p i e n t  or g a n i z a t i o n ,  the a u d i t o r  shall p r o m p t l y  n o t i f y  the 
c o g n i z a n t  a g e n c y  and r e c i p i e n t  m a n a g e m e n t  o f f i c i a l s  abo,re the 
level of involvement. I r r e g u l a r i t i e s  i n c l u d e  su c h  m a t t e r s  as 
c o n f l i c t s  of interest, f a l s i f i c a t i o n  of r e c ords o r  reports, and 
m i s a o p r o p r i a t i o n  of f u nds or o t h e r  assets.

10. The a u d i t  re p o r t  shall include:

a. F i n a n c i a l  statements, i n c l u d i n g  foo t n o t e s ,  of the 
r e c i p i e n t  organi z a t i o n .

b.
should:

c o v e r e d .

T h e  auditors' c o m m e n t s  on the f i n a n c i a l  s t a t e m e n t s  w hich

(1) I d e n t i f y  the s t a t e m e n t s  examined, a n d  the pe r i o d
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(2) Ide n t i f y  the v a r i o u s  p r o g r a m s  u n d e r  w h i c h  the 
o r g a n i z a t i o n  r e c e i v e d  F e d eral funds, and the a m o u n t  of the awards 
received.

(3) State that the a udit was do n e  in a c c o r d a n c e  w i t h  
the s t a n d a r d s  in p a r a g r a p h  5.

(4) E x p r e s s  an o p i n i o n  as to w h e t h e r  the financial 
st a t e m e n t s  are fairly p r e s e n t e d  in a c c o r d a n c e  w i t h  gener a l l y  
a c c e p t e d  a c c o u n t i n g  p r inciples. If an u n q u a l i f i e d  o p i n i o n  cannot 
be expressed, state the n a t u r e  of the q u a l i f i c a t i o n .

c. The auditors' c o m m e n t s  on c o m p l i a n c e  and internal
co n t r o l  should:

(1) Include c o m m e n t s  o n  w e a k n e s s e s  in and noncom p l i a n c e  
w i t h  the systems of i nternal control, s e p a r a t e l y  ident i f y i n g  
m a t e r i a l  weaknesses.

(2) I d entify the n a t u r e  and imp a c t  of any noted 
i n s t a n c e s  of n o n c o m p l i a n c e  w i t h  the t e rms of a g r e e m e n t s  and those 
p r o v i s i o n s  of Federal law or r e g u l a t i o n s  that could have a 
m a t e r i a l  ef f e c t  on the f i n a n c i a l  s t a t e m e n t s  and reports.

(3) C o n t a i n  an e x p r e s s i o n  of p o s i t i v e  assurance w i t h  
re s pect to c o m p l i a n c e  w i t h  r e q u i r e m e n t s  for t e s t e d  items, and 
n e g a t i v e  assur a n c e  for u n t e s t e d  items.

d. C o m m e n t s  on the a c c u r a c y  and c o m p l e t e n e s s  of financial 
reports and claims for adv a n c e s  or r e i m b u r s e m e n t  to Fede r a l
a g e n c i e s .

e. C o m m e n t s  on c o r r e c t i v e  ac t i o n  t a k e n  or p l a n n e d  b y  the 
recipient.

11. W o r k  p a p e r s  and r e p orts shall be r e t a i n e d  for a m i n i m u m  of 
three years from the da t e  of the audit report u n l e s s  the auditor 
is n o t i f i e d  in w r i t i n g  by the c o g n i z a n t  ag e n c y  of the ne e d  to 
ex t e n d  the r e t e n t i o n  period. The a udit w o r k p a p e r s  shall be. made 
a v a i l a b l e  u p o n  r e q uest to the c o g n i z a n t  ag e n c y  or its d e s i g n e e s  
and the G e n e r a l  A c c o u n t i n g  Of f i c e  or its designees.

12. The O f f i c e  of M a n a g e m e n t  and B u d g e t  will w o r k  w i t h  Federal 
age n c i e s  and State and local g o v e r n m e n t s  to assure that r e c i p i e n t  
audits are m a d e  in acc o r d a n c e  wi t h  the s t a n d a r d s  set forth in 
p a r a g r a p h  5.
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13. The O f f i c e  of M a n a g e m e n t  and B u d g e t  wi l l  d e s i g n a t e  c o g n i z a n t  
a g e n c i e s  for m a j o r  r e c i p i e n t  o r g a n i z a t i o n s .

14. The c o g n i z a n t  a g e n c y  shall h a v e  the f o l l o w i n g  
r e s p o n s i b i l i t i e s :

a. O b t a i n  or m a k e  q u a l i t y  a s s e s s m e n t  r e v i e w s  of the rfork of 
n o n - F e d e r a l  a u d i t  o r g a n i z a t i o n s ,  a n d  p r o v i d e  the results to other 
i n t e r e s t e d  a u d i t  agencies. (If a n o n - F e d e r a l  a u dit o r g a n i z a t i o n  
is r e s p o n s i b l e  for a u d i t s  of r e c i p i e n t s  t h a t  ha v e  d i f f e r e n t  
c o g n i z a n t  a u d i t  agencies, a s i n g l e  q u a l i t y  a s s e s s m e n t  review 
sho u l d  b e  a r r a n g e d . )

b. A s s u r e  t n a t  all a u d i t  r e p o r t s  of r e c i p i e n t s  that af f e c t  
f e d e r a l l y  a s s i s t e d  p r o g r a m s  are received, reviewed, and 
d i s t r i b u t e d  to a p p r o p r i a t e  F e d e r a l  a u d i t  officials. T h e s e  
o f f i c i a l s  w i l l  be r e s p o n s i b l e  for d i s t r i b u t i n g  audit r e p o r t s  to 
t h e i r  p r o g r a m  off i c i a l s .

c . W h e n e v e r  s i g n i f i c a n t  i n a d e q u a c i e s  in an a u d i t  are 
disclosed, the r e c i p i e n t  o r g a n i z a t i o n  w i l l  be a d v i s e d  a n d  the 
a u d i t o r  w i l l  b e  c a l l e d  u p o n  to take c o r r e c t i v e  action. If 
c o r r e c t i v e  a c t i o n  is n o t  taken, the c o g n i z a n t  a g e n c y  shall n o t i f y  
the r e c i p i e n t  o r g a n i z a t i o n  and F e d e r a l  a w a r d i n g  a g encies of the 
facts a n d  its r e c o m m e n d a t i o n .  M a j o r  i n a d e q u a c i e s  or r e p e t i t i v e  
s u b s t a n d a r d  p e r f o r m a n c e  of i n d e p e n d e n t  a u d i t o r s  shall be r e f e r r e d  
to a p p r o p r i a t e  p r o f e s s i o n a l  bodies.

d. A s s u r e  t h a t  s a t i s f a c t o r y  a u d i t  c o v e r a g e  is p r o v i d e d  in a 
ti m e l y  m a n n e r  a n d  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  of  this 
Attach m e n t .

e. P r o v i d e  t e c h n i c a l  adv i c e  and act as a l i a i s o n  b e t w e e n  
F e d e r a l  agencies, i n d e p e n d e n t  auditors, and r e c i p i e n t  
o r g a n i z a t i o n s .

I

f. M a i n t a i n  a f o l l o w u p  s y s t e m  on a u dit f i n a i n g s  and 
i n v e s t i g a t i v e  m a t t e r s  to a s s u r e  that a u d i t  f i n d i n g s  are resolved.

g. In f o r m  o t h e r  a f f e c t e d  a udit a g e n c i e s  of i r r e g u l a r i t i e s  
unc o v e r e d .  T h e  a u d i t  agencies, in turn, shall i n f o r m  all 
a p p r o p r i a t e  o f f i c i a l s  in t h e i r  agencies. S t ate or local 
g o v e r n m e n t  law e n f o r c e m e n t  and p r o s e c u t i n g  a u t h o r i t i e s  shall also 
be i n f o r m e d  of i r r e g u l a r i t i e s  w i t h i n  their jurisdiction.

(No. A - 1 0 2 )



£

15. Rec i p i e n t s  shall require s u b r e c i p i e n t s  that are State and 
local g o v e r n m e n t s  or Indian tribal g o v e r n m e n t s  to adopt the 
r e q u i rements in p a r a g r a p h  1 t h r o u g h  11 above. The recip i e n t  
shall ensure th a t  the s u b r e c i p i e n t  a u dit r e p orts are r e c e i v e d  as 
required, and shall s u b m i t  the reports to the c o g n i z a n t  agency. 
T h e  c o g n i z a n t  a g e n c y  will have the r e s p o n s i b i l i t y  for t hese 
reports d e s c r i b e d  in p a r a g r a p h  14.

16. Small b u s i n e s s  c o n c e r n s  and b u s i n e s s  c o n c e r n s  o w n e d  and 
c o n t r o l l e d  by  s o c i a l l y  and e c o n o m i c a l l y  d i s a d v a n t a g e d  i n d i v i d u a l s  
shall have the m a x i m u m  p r a c t i c a b l e  o p p o r t u n i t y  to p a r t i c i p a t e  in 
the p e r f o r m a n c e  of c o n t r a c t s  a w a r d e d  w i t h  F e d e r a l  funds. 
G r a n t e e s  of F e d e r a l  funds shall take the f o l l o w i n g  a f f i r m a t i v e  
a ction to f u r t h e r  th i s  goal:

a. A s s u r e  that small audit firms and a u d i t  firms ov/ned and 
c o n t r o l l e d  b y  s o c i a l l y  and e c o n o m i c a l l y  d i s a d v a n t a g e d  i n d i v i d u a l s  
as d e f i n e d  in P.L. 95-507 are u s e d  to the full e s t  ex t e n t  
p r a c t i c a b l e .

b. Make i n f o r m a t i o n  on f o r t h c o m i n g  o p p o r t u n i t i e s  available, 
and arrange time frames cor the audit so as to encourage; and 
facilitate p a r t i c i p a t i o n  by small or d i s a d v a n t a g e d  audit firms.

c. C o n s i d e r  in the co n t r a c t  p r o c e s s  w h e t h e r  firms c o m p e t i n g  
for larger audits in t e n d  to s u b c o n t r a c t  w i t h  small or 
disadvar.caged firms.

d. E n c o u r a g e  c o n t r a c t i n g  w i t h  small or d i s a d v a n t a g e d  audit 
firms w h i c h  ha v e  t r a d i t i o n a l l y  a u d i t e d  g o v e r n m e n t  programs, and 
in such cases w h e r e  this is not possible, as s u r e  th a t  these firms 
are g i ven c o n s i d e r a t i o n  for audit s u b c o n t r a c t i n g  o p p o r t u n i t i e s .

e. Encou r a g e  c o n t r a c t i n g  w i t h  c o n s o r t i u m s  of small or 
d i s a d v a n t a g e d  audit firms as d e s c r i b e d  in p a r a g r a p h  a w h e n  a 
co n t r a c t  is too large for an individual small o r  d i s a d v a n t a g e d  
audit firm.

f. Use the services and assistance, as appropriate, of the 
Small Bus i n e s s  Administration, the M i n o r i t y  B u s i n e s s  D e v e l o p m e n t  
Ag e n c y  of the D e p a r t m e n t  of Commerce, and the C o m m u n i t y  S e r v i c e s  
A d m i n i s t r a t i o n  in the s o l i c i t a t i o n  and u t i l i z a t i o n  of small or 
d i s a d v a n t a g e d  audit firms.

(No. A - 102)



lit*: C37«!nw!>i! P r in t in g  C u t t x .  
lr . f/ .v tu e t ic n  o . i  th a  s u b s c r . r v lo n  sc rv ic u  
a r .t l c  ; r . ' . r :  j r i c c j  m y  b a  s b t i i r .c d  b y  
y.vi!trt.q to  th e  U .S . N u c la e r  g u la to ry  
C u n trn ir z io n . V /a s h is r t a r . .  D.C. 2 0555 . 
A i t c . t l i o : ; :  P u b ! ;c a t io r . Sc-ias M a r.u g u r. 
fa  ti.'J.D. f.V tfa )) 

i3 .-:':.l i t  S ilv e r Spring . M ary land  this 1st 
d ay  of Avgust 1S53.
Fur tha .‘.’uricer Receiato-v Commission. 

FVeri 2. MLsogue, 

ie -rets,-. 0,7/Vra o f Huc’.s z rP e ri'jfo to r/ 
/Lajo.r. an.

Do.-. t v : - : s z  r .le i s-s-ea s.* s 

mattes core n'.c-ci-u

o f f i c e  o? m a n a g e m e n t  a n d

BUDGET .

A ’. :d ' l  n c ^ u i r e m e n b t  f c r  S ts ic - a n d  
L - .a a : G o v a m m a n t s
August 2. ’.ssa .
ACEMCV: O f f i c e  c f  M a a e g e t c ic t  a n d  
B u d g e t.
ACT iCV : M cd c e  f o r  c om m en t . ■
S v!:??.:a ~ y : T ! u 3 n o t ic e  o f f e r s  ia te rs s 'e d  
p i r t i e s  f u  o p p o r tu n it y  to  ccuur.eu*. o r . a 
r r ? ? o s ? d  re v is io n  to  A t ta c ‘" ic l_ P . 
"A u d it  P .e 'f.'b -e fu c .-.b " to  C ir c d a r  A -1C-2 
"L ’ n i fo rm  IV ;q i :i» e c i5 n b  fo r ’ g ro u ts  to  
S ta te  a n d  lo c o !  g c v o rcm .e n ts " . T e e  
re v is io n . w o u ld  c la r i f y  a n d  im p ro v e  the  
r u b s  g o v e rn in g  en tity-* .•/id  ;  ouciits c f  
fa  J .u a i iy  a s s is te d  p ro g ra m s  a r .d  e x c lu d e  
o 'ne '.ie r re c ip ie n t! , o f  F e d e r a l a s s is ta n c e  
fir ;'* ; th e se  a u d it  r r c u i r e m e o ts .

u i e  re v  b e d  a t ta c h m en t is. s h o w n  
b e lo w  in  its e n t ire ty . T h e  m a jo r  c h ang e s  
o :=  n s  fo l lo w s :

F a ra g ra p h  2  e s t a b lis h e s  a  2 c c r  o f  
SL'CC.QGO b e n e a th  w h ic h  s ta te  a n d  lo c a l 
g o v e rn m e n t u n its  Ib e t  c r e v ic e  r e li a b le  
f i . r a i ic ia l d a ta  a n d  h a v e  n o  w e a k n e s s e s  
Ln in te rn a l c o n t r o l w o u ld  n e e d  o n ly  
e n t ity -w id e  E n a n c ia l a u d it s . R e c ip ie n ts  
th a t re c e iv e  le s s  Lhan 525 ,(200 p e r  y e a r  
w o u id  n e t  be  re q u ire d  to  h a v e  a n  a u d i t . .

P a re  j i a p h  4  a d d s  a d e f in i t io n  o f  
F e d e r a l a s s is ta n c e . I t  m a k e s  it c le a r  th a t  
c n t ity -w id a  a u d its  s h o u ld  in c lu d e  a u d it s  
o f  g ra n ts , c o o p e ra t iv e  a g re em en ts , 
lo a n - ,  lo a n  g u a ra n te e s , in te re s t  
svb .'.id ie s , in su ra n c e , d ire c t  
ej. ' . r c p h a t io n s  e n d  c o s t ty p e  c o n tra c ts .

a r a g r ip h  4 a ls o  d e fin e s  a m a jo r  
F e d e ra l a s s is t a n c e  p ro g ra m  a s  o n e  fo r  
v .'hich the  tc te i e x p e n d iru rs a  f c r  a l l  
a w a rd s 'm a d e  fo r  the  p ro g ra m  e x c e e d e d  
e ith e r  SoCO.OGO o r  375 o f  the  en tity 's  t o 'a l 
e x p e n d itu re  o f  F e d e ra l a s s is t a n c e  fu n d s , 
w h ic h e v e r  io g re a te r , o r  a n y  F e d e ra l 

. e s s is ia r .e e  p ro g ram  fa .: w h ic h  S 30 
m i l l io n  o r  m o re  w a s  e x p e n d e d  d u r in g  
the p e r io d .

F a re g ra p ii e fu r th e r  d e fin e s  w h a t 
sh o u ld  b e  in c lu d e d  in  th e  s tu d y  an d

e v a lu a t io n  c f  s y s te m s  c f  in te rn a l c o n t r o l 
a r .d  s y s te m s  e s ta b lis h e d  to  t “.s u re  
c o rc p lia r .c e  w ith  la w s  e n d  ie g  j  ;» iu r.s  
e f fe c t in g  th e  re c e ip t  a n d  e x p e n d itu re  o f  
F e d e r a l a s s is t a n c e  fu n d s .

P a ra g ra p h  0  fu r t h e r  d e f in e s  v .h a t  is  
re q u ire d  f o r  th e  e v a lu a t io n  o f  s y s te m s  
e s ta b lis h e d  to  e n su re  c o m p lia n c e  w ith  
a p p lic a b le  la w s  a n d  re g u la t io n .

P a ra g ra p h  i t  c la r i f ie s  th e  
r e s p o n s ib i l i t ie s  o f  re c ip ie n t  e n t it ie s  th a t 
t r a n s fe r  F e d e r a l fu n d s  to s u b re r ip ie r . t  
e n tit ie s .

P a ra g ra p h  1 3 ( i )  c h a n g e s  th e  r i l e s  f o r  
t ra n sm itt in g  a u d it  r e p o r ts  to  th a  
c o g n iz a n t  a g e n c y . R e c ip ie n t  a g e n c ie s  
th a t h a v e  n o t  b e e n  a s s ig n e d  a  c o g n iz a n t  
a g e n c y  b y  n a m e  a r e  n o t  r e q u i r e d  to  
t ra n sm it  a u d it  r s p c r t s  to  a  F e d e r a l 
e g e n c y  u n le s s  s p e c i f ic a l ly  r e q u e s te d  to  
d o  co .

P a ra g ra p h  1 3  W E3 a d d e d  to  m a k e  i t  
c le a r  th a t  th e  p o r t ic a  o f  a  s in g le  a u d it  
a t t r ib u ta b le  to  the F e d e r a l a s s is t a n c e  
a w a rd s  m a y  b e  c h a rg e d  a s  a  d ire c t  c o s t  
c r  e i lc c a t e d  a s  e n  in d ir e c t  c o s t  to  th e  
F e d e r a l a s s is t a n c e  a w a rd s .

P a ra g ra p h  19  p ro  v id a s  th a t  F e d e r a l 
a g e n c ie s  m a y  n o t r e q u ire  'a d d it io n a l 
a u d it  w o r k  u n le s s  w a r ra n te d , a n d  i f  th e y  
d o , th e y  m u s t a r ra n g e  f o r  fu n d in g  th e  
c o s t  c f  s u c h  w o rk .

C o m m e n ts  s h o u ld  b e  su b m it te d  in  
d u p lic a te  io  the P r o je c t  .M anegem en ': 
E r- .- .c h . ' .'ia n ag em en t R e fo rm  D iv is io n , 
G ft'ic,? o f  M a n a g em en t  e r .d  B u dg e t, 
W a s h u .- t s i i .  D .C . 20SC3. R o o m  L05C?. A l l  
c om m en t ., -shou ld  b e  re c e iv e d  w i th in  £0 
d ay s  o f  the  d a te  o f  th is  p u b lic a t io n . 
C o n ta c t  p e rs o n : P a lm e r  A . M a rc c r .t c n io , 
(2 0 2 ) 3 9 5 -3 5 5 7 .
H a ro ld  i .  S te in b e rg ,

Associate Director for tJar.csamnf. Office of 
Mar.aserrer.t co-JEudgrt.

C ircu la r A -1C2: A rtachmeot r :  A udit 
KaquL'C.'CL'Ots fo r  S la te  2nd  I,ocai 
GovaramacLs \  •

1 .T h is  A ttachment estab lishes audit 
requircmants fc r state ar.d lo ca l governments 
and L-idian T riba l governments that receive 
Federa l asa iitanca . S pec ifica lly , it  requ ires 
that financ ia l and com pliance audits o f 
F ede ra l a ss is ’ ance be m ade by L-.depandea! 
aud itors on an entity-w ide b asis ra th e r than  
oa  an ind iv idua l aw ard  basis , ss part o f the 
audits o f the recipients’ genera! purpose 
financ ia l statements. Except w here 
spec ifica lly  requ ired by law . no add itiona l 
requirements fo r the recipient to fa r 
c r cbtnvt audits m ay 02 i.xp-:>?J by  tha 
Federa l Government, un less app -oved  b y  the 
O ffice c f  Management end Gadget.

2. The audit requirem ents o f :h ;s 
A ttachment need not be fo llow ed  b y  c oy  
recipient entity that receives to ta l F ede ra l 
assistance, including Federa l Revenue 
Sharing funds, o f less than 5530.CA0 per yea r, 
p rovided Lhe recipient has an --.dependent 
financia l audit o f its fin anc ia l sta 'rm ar.ta at 
least e v e r /  two years. O M 3  c r  a Fe ic .-a l

Agency n a y  rcm -jve this exampthin f- .- a 
sp i v iflc  cr.ti'y i f  it b taum cs r~a.-e. th:<'-i.tli u 
rev ie  w '.J.e audit repo rt u : c r  cu te r n ? , . : *  
t>,.t the entity has r.ut | i i * u w 5 v l i j l a  
fin anc ia l sla'-'TC.ats c r  has imt-m -:! 
v .oxkr.csses in-ir.!vm<s! cunUxATra 
requ irem ent tor ind . - p a n d a r P f c :s r .a u d i t s  
c f fin an c ia l st it<'r.-.-.-nis is v.vr-v 1 f i r  recipient 
entities that receive to ta l F rda.-ji u ss is la n c r . 
inc lud ing Fudera l r .c v sn u e S u r .n g , o f  le ss  
t ie r . S2S.CvO per year, a ltb i .c a  the D ire c to r 
o f  OM U m ay w ithd raw  thaJw aive ; fo r  a 
specific recipient.

3 . T h e  ob jective o f  the encty-w ida fir .an c io l 
acd  com pliance aud it is toprcv-de Fede ra l 
a jtfn c ie s w ith re a sonab le  avmrancn tha t a  
recip ient o f  red a re ! o s s is ta r ie c a s : fa ) 
F rovid&d fin anc ia l d a ta  tha tcza  be re lied  
upon, fo )  m aintained s y a te a s f jr c c n t rc lf in g  
the rece ip t and e xp end im reo f fuud.t. nnd  fc) 
cc .r.p lied  w ith the term s zndcccJ ibnn s c f  
F ede ra l aw ards , and thus itscial.vt.s fa r  funds' 
svere p rop e r and supourtaU a .

4 . Difir.ilior.s. "F ede ra l Assistance.”  fo r  the 
purpose o f  this attachment. c e jr_ i : tha 
tran s fe r o f  money, p rcpeny .ae rv iccs . cr 
anyth ing o f  value to a recipient Ln o rd e r to 
accom plish  s  pub lic p e rp c seo f support o r  
stim u la tion  au tho rised  by Fo .V rs I statute , 
through grants, c oop e ra tive rp rtem cn ts .
Icon s . Icon  guarantees, intmest subsid ies, 
in-iursnee. direct a p p rcp r in in -s  and w o rk  
study p re p m m : cost tpqee tsotr-eats which 
are entered  into u nde r F edn a l procureais.nt 
rep-ji .t io n s  fo r pvuchese. la i r a  o r t e r t u r  o f 
p rcp e r'y  c r serv ices f o r  the cirect b ana fit o r 
usa o f  tha Federa l G ove .tuu sn l. w hethar 
ra re :', i d  d ires tiy  c r in d ire c t?  Cusuyh 
a r.s tr.e r le v e l o f  rovnm m enL  Fadera l 
a :s fs ton ce  is p rovided through d iffe r in ', 
fi- .lc ra l assi..!<ince ■prrpr.v.ms which a io  
E‘ u s :a l lv  lis'.vd in the "C a tjlogue  o f rud a rn ! 
b c ro rsh c  A ss istance ."

" J .io js r  F edera l A ss is ta n c eP rc p n m " is c 
F ede ra l a ss istance program  fo r which the 
to ta l expend itu res fo r  a l l aworca made- f o r  
that p rog ram  duriny the period exceeded  
e ithe r SuOO.CCO c : 3T-1 o f  the entity's to ta l 
expend itu re o f F ede ra l assistance funds, 
w h ichever is greater, o r  any Federa l 
e is is ta r.c e  p rogram  fo r  whichS20.CCC.CCO o f  
F ede ra l assistance funds c rrc c re  w as 
expended curing the p e riod .

"F cc ip ien t L -.rity" includes th i Follow ing 
types o f entities that e re  re carving F ede ra l 
ess istar.ee d iractiy  o r  ind irectly  from  a 
F ede ra l agency:

(a ) Sl-ataa end te rrito rie s e r a  subdi-.asion o f 
such en tities. S tate icatihr'.ioea c :h ig h e r
e d jc a t iu n  ecd  state fcm r.lla isa te  not covered  
by th is attachment.

(b ) L oca l governm en ts , such as counties, 
boroughs, m un ic ipa lities , c i t r s . tow ns, 
tow—ships, parishes, spec ia l« 3str!»::.*. sohc-ol 
d h t r lc t j ,  i.'.ria rtata d istric ts .counc il o f  
gcvem m ar.ts . L-.terstate goverrsr.ent c c titic r . 
e r . i  o th e r ioca l g a v e rrm e rta l entities. Loan! 
haspi'.ais a re r .o i c o v c r jd  by  this A ttachm ent.

(c ) badtan T riba i gavernnrent m eans the 
govern ing  body c r ycverrunen ta l agency o f 
er.y In d ian  tribe, b and , nation , c r  o th e r 
e rg a r .z e d  croup o r community (includvng an y  
N ative  vih.-.ge as defined  in Section 3 o f  the 
A ia s k j N 'jtivc C la im s Settlcmanl A ct. f i j  
otnt. £32) ce rb fied  by ‘J ie  Secretary o f  the



Federal Register

interior as eligtbja for tha special programs 
ir.d service* provided by hira through the 
Eurtau of Lncian Affairs.

"independent Auditor" means an 
mdeper.der.t certified public accountant; an 
independent licensed public accountant who 
it  licensed by a regulatory body of a elate or 
ctlitical subdivision thereof end was 
licensed on or before December 31.1070: or 
an auditor frets an independent state or local 
government audit organ isation  which meets 
the independence requirements specified la 
t}>* Gener&J Accounting Office's Standards 
fc r  Audit o f Governmental Organizations. 
Programs, Activities, and Functions.

"Cogr.ia.ss t Audit Agency" means tha 
Federal department or agency assigned 
responsibility by the Office of Management 
and Budget for monitoring audits of a 
particular recipient entity.

“Basic Financial Statements” are the 
e n ti t/s  general purpose financial statements 
cr similar itatemer.ts that are prepared in 
orcer to report the financial position end 
results of operations of the entity.

"Entity-wide Audit" mean* an cudit of the 
c —animations! entity that receives and ’ 
administers Federal awards. It shall be the 
entire recipient entity, or in the instance of 
state end territories, the entire entity or a 
subdivision of the entity [e.g. Department cf 
Health). The decision es to what constitutes 
the ei.uty «h»li be made by the recipient -  . 
cr.ti;>. Consistent with die objective 
txpviased la Paragraph 1 for entity-wide 
audits.

S. rc-aeral assistance agreements w ith 
recipient entities rr.aii include a requirement 
or entity-wide audits that conform to the 

provisions of this attachm ent
S. Audits are encouraged to be made 

annur.Jiy, but are required not less frequently 
then eve.-/ two veers. If an audit is performed 
every two years, it shall cover the two-year 
period. • .
■ 7. r  units shall be made in eccordance with 
the general standards end the standards lor 
Tiiaudal ar.d compliance audits of the U.S. 
General Accounting Office Standards fo r  
Audit o f Governmental Organizations. 
Programs. ActiriSss. and Functions, 
generally accepted auditing standards, the 
previsions of this attachment, end Tha 
Compliance Supplement fo r  Single Audits o f 
S'.alj  end Lacai Governments and its 
ccdtodums. published by OhfB.

8. Each financial and compliance audit 
shall induae a study and evaluation of the 
entity's systems of internal control and tha 
systems established to ensure compliance 
vr.th laws end regulations affecting the 
receipt and expenditure of Federal assistance 
fundi, as part of the examination of the 
entity's financial statements. The study ar.d 
evaluation shall include the selection ar.d 
tessnq cf n representative number of charges 
to rederai assistance programs. The 
representative nuace r of charges shall 
.T.ciude charges for each major Federal 
jsistance program operated by the entity.
The specific number of charges for each 
major federal ejsisiar.ee program shall be 
"•eierrnL-.td by the auditor, exercising 
rcfeesior.el judgement, efrer considering 

such factors as the emount of expenditures 
for the program end the individual awards, in
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relation io the entity's financial position and 
operations: the newness of/or changes in 
conditions of the program: prior experiences 
with the program, particularly as revealed in 
audits and other evaluations, e.g. 
inspections, program reviews: the extent to 
which the program Is providad through 
subrecipients: the extent to which the 
program contracts out for goods or services: 
the level to which the program is already 
subject to program reviews or other forms of 
Independent oversight the adequacy of the 
controls for ensuring compliance: the 
expectation of adherence or lack of 
adherence to the applicable laws and 
regulations for the grant program; and the 
potential Impact of adverse findings for the 
grant program. The representative number of 
charges shall also include a sample, based on 
the auditor's judgment cf charges to other 
than the major Federal assistance programs.

9. Tha evaluation of the systems 
established to ensure compliance with 
applicable laws and regulations and the test 
o fa  representative number of charges shall • 
consider, where applicable, whether the 
amounts claimed were for allowable services 
the recipients of the services were tested for 
eligibility: matching requirements, levels of • 
effort and earmarking limitations were 
fulfilled in accordance with the appb'cable * 
laws and regulations the Federal financial 
reports and claims for edvancei and 
reimbursements contain reliable information: 
end other spedal requirements, pertaining to 
the applicable Federal assistance programs 
specifically, end to all slate and local 
governmental redpients of Federal assistance 
generally, were fulfilled. The evaluation end 
tests shall also consider whether the amounts 
claimed or used for matching requirements 
were in accordance with 0M 3 Circular Nou 
A-87, “Cost Prindples for Stale and Local 
Govcrnmsnts." and Attachment P of this 
Circular.

10. A document entitled. "Compliance 
Supplement for Single Audits of Stete and 
Local Governments." available from the 
Government Printing Office, Usts the major . 
compliance requirements pertaining to all 
state aad local governmental redpients of 
Federal assistance and the major compliance 
requiremoots for the larger Federal assistance 
programs. Adder.dums will be issued 
periodically by OMB. providing major 
compliance requirements for new or 
tignifictndy revised Federal assistance 
programs. For those assistance programs

. contained in this document and its 
addendum , the evaluation of systems 
established to ensure compliance end the ‘ 
tests of representative charges need consider 
only those compliance requirements listed.

The major compliance requirements for 
Federal assistance programs not Included in 
the Compliance Supplement can be obtained 
from the administering department or agency, 
directly or .through the cognixant audit 
agency, or determined from an examination 
of the applicable laws, regulations, and 
award agreements.

11. The transfer of Federal funds by the 
recipient enuty to' sub-recipient entities will 
result in certain additional responsibilities:

(a) The recipient entity Is responsible for 
determining that the expenditures of Federal

8. 1933 I Notices 3G031

funds by the sub-recipicnts are also in 
accordance with applicable laws and 
regulations. This may be accomplished by the 
recipient relying upon independent audits 
performed for the sub-recipients, relying upon 
appropriate procedures performed by the 
recipient's internal audit or program 
management personnel, expanding the scope 
of the Lidependenl financial and compliance 
audit of the recipient to encompass testing of 
syb-redpier.is’ charges, or a combination of 
these procedxes. The provisions of this 
subparagraph do not effect the 
responsibilities of sub-recipients to comply 
with the requirements of paragraph 2, where 
applicable.

(b) The reripient entity Is responsible for 
reviewing audit aad other reports submitted 
by and for aub-recipients. identifying 
questioned costs and other findings, deciding 
whether to sustain the questioned costs, and 
accounting for sustained questioned costs a : 
a receivable end px-suing recovery or taking 
other eppropriate follow-up action.

(c) The recpiaat's independent auditor is 
respoorible for reviewing te recipient’s 
system for. (lj Monitoring ar.d disbursing 
funds to sub-recipients. and (2) obtaining and 
acting on suh-rempient uudit reports; testing 
to determine whether ths system is 
functioning in accordance with prescribed 
procedures; commenting on the recipient's 
monhoring and dmbursing procedures with 
respect to sub-recipients, if warranted by the 
circumstances, and considering whether 
reported rub-recpieat questioned casts 
require adjustment cf the recipient’s financial 
statements.footnote disclosure, o ra  
modification of the auditor's report on 
compliance.

(dj The recipient entity is responsible for • 
providing technical advice to sub-recipients 
and their independent auditors, particularly if 
a Federal cegmiront arrocy is not assigned to 
the sub-recmieui.

12. If t! e aomtor becomes awere of 
tregulamties in rise audit, he shall promptly 
notify the recipient management officials 
above the level of involvement. The auditor's 
written notificction. together with proposed 
actions taken by the recipient entity, if any. 
shall be prcm pry forwarded to the 
congninamt anrif: agency. Irregularities 
include euch reamers as conflicts of interest, 
falsification of records or reports, and 
misappropriation of funds or other assets.

13. The audit report shall be prepared at 
the completion of the audit stating that the 
audit was performed in accordance with the 
provisions of Paragraph T.

a. The audit report shall include:
1. An auditor's recort on financial 

statements stating the period examined, tha 
scope of Lhe examination, and the degree of 
responsibility, if sny. taken on the entity's 
basic financial statements and on a schedule 
of Federal assistance; the entity’s basic 
financial statements: and a schedule of 
Federal assistance, showing the total 
expenditures for each Federal assistance 
program.

2. An auditor's report c= the study ar.d 
evaluation cf interna! control : erformed os 
part of the finnnriai and compliance audit 
Including a cescr.pnan of material



26932 Federal Register /  Vol. 48. No. 153 /  Monday. August 8. 1983 / Notices

weaknesses in internal control, if any: and 
specific recommendations for corrective 
actions.

3. An auditor's report containing an 
expression of positive assurance with respect 
to compliance with the applicable laws and 
regulations, including the laws and 
regulations pertaining to financial reports and 
claims to Federal agencies for advances or 
reimbursements for tested items and negative 
assurance for untested items: the instances of 
noncompliance with the terms of Federal 
awards and the amounts of the awards 
questioned, if any. by specific Federal 
assistance program where appropriate, 
regardless of amount of materiality, whether 
the condition giving rise to the questioned 
cost has been corrected, and/or the recipient 
entity does or does not ogree with the finding 
.v  Ijestioned cost: end specific 
recommendations for corrective actions.

b. The three parts may be bound into n 
single audit report or presented as three / '  
separate documents.

c. Recipient entities for whom a cognirant 
audit agency has been assigned by name 
shall transmit the audit report(s) to the 
cognizant audit agency. Other recipient 
entities need.not transmit the audit rcport(s) 
to a Federal agency, unless specifically 
requested to do so.

14. Workpapers and reports shall be 
retained for b minimum of three years from 
the date of the audit report, unless the auditor 
Is notified in writing by the cognizant audit 
agency to extend the retention period. The 
audit workpapers shall be made available 
upon request to the cognizant audit agency or 
its designee or to the Cencral Accounting 
Office at the completion of the audit.

15. The Office of Management and Dudget 
will assign cognizant audit agencies for loe 
larger recipient entities. Where a cognizant 
audit agency for a given recipient ia not 
specifically assigned by OMB, a Federal 
Agency or the recipient may request OMB to 
assign a cognizant audit agency.

16. The cognizant audit agency shall have 
the following responsibilities:

a. Establish contact with the recipient 
entities that the Office of Management ond 
Budget haa assigned by name, and determine 
the status or plans for an entity-wide 
financial and compliance audit.

b. Provide the liaison between the Federel 
audit establishment and the recipient entities 
and independent auditors.

c. Provide technical advice to recipient 
entities and independent auditors.

d. Assure that aurlit reports or recipient 
entities that the Office of Management and 
Budget hcs assigned by name are received in 
a timely manner, and that they, uloni^ wiih 
other audit reports received, ure reviewed 
and distributed to audit officials of other 
departments and agencies providing Federal 
assistance. The auJit officials will be 
responsible for distributing the oudil reports 
to program officials.

e . O b t a i n  o r  m a k e  q u a l i t y  c o n t r o l  r e v i e w s  
o f  a u d i t s  m a d e  b y  n o n - r e d c r a t  a u d i t  
o r g a n i z a t i o n s ,  o r  u s e  o t h e r  q u u l i i y  a s s u r a n c e  
te c h n iq u e s ,  a n d  p r o v i d e  th e  r e s u l t s  ( o  o l h c r  
i n t e r e s t e d  a - . - l i t  o r y a m z a l i o n j .

f. Inform o er Hfiected Federal 
organizations of any reported irregularities.

The Federal organizations, in turn, shall 
Inform appropriate Federal law enforcement 
officials. Stale or local government law 
enforccmenl and prosecuting authorities, if 
not advised by the recipient entity, may also 
be informed of any violation of law within 
their jurisdiction by the cognizant audit 
agency.

g. Advise the recipient entity of audits 
ascertained by review to be inadequate. In 
such instances, the recipient entity will 
request the auditor to take corrective action.
If corrective action is not taken, the cognizant 
audit agency shall notify the recipient entity • 
and Federal awarding agencies, through their 
respective audit agencies, of the facts and 
make recommendations, if appropriate. Major 
Inadequacies or repetitive substandard 
performance of independent auditors shall be 
referred to appropriate professional bodies.
. h. The reasons an audit may be ascertained 
to be inadequate include failure to conduct 
the audit in accordance with the general 
standards and the financial and compliance 
standards of Audits o f Governmental 
Organizations. Programs. Activities, ar.d 
Functions: failure to include tests of all major 
Federal assistance programs; failure to 
Include a test of a sample of the other '''a n  
major Federal assistance programs: fauuro to 
Include the required audit reports: or other 
specific instances of not performing the audit 
In accordance with the provisions of this 
A ttachm ent

17. The cognizant audit agency will be 
responsible for tracking the resolution of 
audit findings which affect the programs of 
more than one Federal agency (referred Io as 
"crosscultir.g findings"). Resolution of 
findings which relate solely to the programs 
of a single agency will be the responsibility of 
the recipient entity and that agency.
Alternate arrangements may be made on a 
case-by-case basis by agreement between tha 
agencies concerned.

18. The portion of the cost of a single audit 
attributable Io the Federal assistance awards 
may be charged as a direct or allocated as an 
indirect cost to the Federal assistance 
awards, in accordance with the provisions of 
OMB Circular A-67. "Cost Principles for 
State and Local Governments."

19. The provisions of this Attachment do 
not limit the authority of Federal agencies Io 
perform audits or other reviews of recipient 
entities, if. however, audits arranged for by 
recipients meet the requirements of this 
Attachment, all Federal agencies shall rely on 
them, ond no additional financial and 
compliance audit wcrk shall be required, 
obtained, or conducted, unless warranted. If. 
on the other hand, additional audit work is 
performed, it ahnll build upon the work 
already done. The Federal agency requiring 
additional audit work shall arrange for 
funding the cost of such additional uudit 
work.

20 .  S m a l l  b u s i n e s s  c o n c e r n s  a n d  b u s i n e s s  
c o n c e r n s  o w n e d  a n d  c o n t r o l l e d  b y  s o c i a l l y  
o n d  • • c o n o m ic a l l y  d i s a d v a n t a g e d  i n d i v i d u a l s  
s h a l l  h a v e  (h e  m a x im u m  p r a c t i c a b l e  
o p p o r t u n i t y  to  p a r t i c i p a t e  in  th e  p e r f o r m a n c e  
o f  c o n t r a c t s  a w a r d e d  to  f u l f i l l  th e  a u d i t  
r e q u i r e m e n t s  o f  th is  c h a p t e r .  E n t i t i e s  
r e c e i v i n g  F e d e r a l  a s s i s t a n c e  s h a l l  t a k e  tho 
f o l l o w i n g  s l e p t  to  f u r t h e r  th i s  g o a l :

. a. Assure that im a3*rcit firms and audit 
firms owned and conacroed by socially sod ’ 
economically disadvantaged individuals as 
defined in Pub. L S S-5C are used lo the .•  
fullest extent practicable. ■ ■ I".

b. Make irvfonnabsa on forthcoming Vo
oppi .-(unities available and arrange •"1
timeframes for the oidit so as to encourage * 
ar.d facilitate particmstion by a n u J  or 
disadvantaged audit L-ma.

c. Consider in the cscrac t process whether 
firms competing forfcrrer audits intend to 
subcontract with snssiicr disadvantaged 
firms. • - •

d. Encourage confcactisg with small or 
disadvantaged audKEmss which have 
traditionally audited government programs 
jn d , in such cases »Tere this is not possible, 
assure that these f s a a  see given -  
consideration for araSt subcontracting *?:/' 
opportunities. . ' . . . . '

e. Encourage contracting with consortiums 
of small or disadvantaged audit firms as 
described in paragraph(s) above when a 
contract is too large for an individual tmail or 
disadvontaged audit font. • .

f. Use the services aodassistance, as 
appropriate, of such orrraeaC ons m  tho •• 
Small Business Adnsimstracon in the 
solicitation and utilizacon of small or 
disadvantaged audit firms. 
[FRDoe.SS-2l«SFU«4S^a»aU«o| •
BiujMa cooi sito-ans • # >  .........



550.0 AUDIT REQUIREMENTS

550.1

Introduction

All grants are subject to audit. In the past, the decision 

to audit a grant program has been made by either the 

grantor or the grantee and many audits have been done by 

State agency staff. For grantees operating multiple 

grants, this has resulted in duplicative effort and a great 

deal of overlap in audit requirements.

Beginning in Fiscal Year 86 (July 1, 1985), the State's 

audit requirements will change for grantees. Those grant­

ees with multiple State grants or grants totaling a specif­

ic dollar amount will be subject to a "Single Audit;" one 

audit that looks at all funds. Grantees not covered by the 

single audit may be subject to an audit if required by the 

grantor agency and should be familiar with general audit 

requirements before beginning operation of a grant.

Changes In Audit Approach

The grant process is not complete until the grant is closed 

out or the final audit and resolution of audit problems, if 

any, are finished. Prior to the Single Audit, this final 

step has been unnecessarily prolonged by various require­

ments for audits on each individual grant or program to 

ensure accountability and compliance. The Single Audit, by 

contrast, attempts to consolidate audits and cover all 

grants and funds in one Single Audit. By doing so, a more 

efficient audit process and less inconvenience to the 

grantees are possible.
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An Overview of the Single Audit

The Single Audit will, by necessity, require changes in the 

way audits are approached by the grantee, grantor, and the 

auditor.

First, the grantee will be the entity primarily responsible 

for arranging for the audit. Funds will have to be set 

aside to pay for the audit and an auditor will have to be 

selected that can best meet the requirements of the Single 

Audit as established.

Next, the grantor will have to begin thinking of the 

grantee as an entity, not a recipient of various grants to 

be audited individually. As such, each grant or program 

may not be material or significant when compared to the 

entire entity. For audits, this means that the auditor may 

not spend as much time on these areas as may have been 

spent when each grant v/as audited separately.

Grantors will also have to work closely with each other so 

that Single Audits can meet their needs through a cen­

tralized agency, i.e., Cognizant Agency (COG).

Finally, the auditors will have to design the scope of the 

audit to include sufficient tests and audit procedures to 

enable reporting on compliance, as well as financial ac­

countability, for the various grants and programs.



Ideally, the Single Audit should meet all of the needs in 

one audit, for example, the federal Office of Management 

and Budget Circular(102-P) (if applicable), the State 

requirements, and the management needs of the grantee, 

(see figure 1)

Single Audit Process (Part I)

(Figure 23)

The need for other audits and reviews may still exist after 

implementation of the Single Audit. These other audits 

will be cither different in scope or be directed toward 

areas of problems that may not have been sufficiently 

covered in the Single Audit. The responsibility for these

SEC3 / 500.0 / 7/26/84 / 34



550.4

audits will be with the grantor after v.oordination with the 

cognizant State agency and should build on, rather than 

repeat, the work of the Single Audit.

Cognizant State Agency

One of t- terms associated with the Single Audit is 

"Cognizant State Agency" (COG). The COG is the State 

agency that will serve as the focal point for grantor* 

grantee, and auditor in the Single Audit process.

The COG will be appointed by the State Office of Management 

and Budget (OMB) and will be responsible for:

0 Coordinating with the various grantor agencies to

ensure the audit needs of each are addressed in. 

the scope of work.

0 Ensuring grantees are notified of the audit 

requiremen .

° Providing technical assistance to auditors.

Providing quality control reviews of completed 

audits and auditors.

Distributing copies of completed audits to 

relevant grantee agencies.

Ensuring audit problems are resolved by the 

grantee and grantor agencies in a timely manner.

OMB will serve as the COG, initially, for all grantees. 

Later, other State agencies may be appointed.
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550.5

Audit Selection Criteria -- Grant/Fund Data Base

The State keeps a centralized data base .on grant awards in 

order to track the amount of State funds, the source of the 

funds and the recipient of the funds. This data base 

serves as the trigger to notify OMB that State funds have 

been issued to a grantee and, therefore, an audit may be 

required. OMB will make this information available to the 

appointed COG so that the COG can coordinate with the 

various grantors and begin the Single Audit process. The 

exact dollar amount that triggers this process will vary 

from year to year depending on amounts granted.

Because there are other requirements for audits, such as 

the federal OMB Circular A102 Attachment P, the State's 

Single Audit will complement the federal requirements. For 

example, when a grantee has both State and federal dollars 

and a federal requirement for the "Attachment P" audit, 

both State and federal audit requirements can be met at one 

time.

Other criteria used to select grantees for audit will be 

based on random selection of those not falling within the 

other groups or if problems become known by grantor. The 

majority of State Single Audits, however, will fall under 

the first (Data Base) selection criteria.

Grantee Responsibilities

The grantee will be responsible for engagino an auditor to 

perform the Single Audit. The grantee is also responsible
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for assuring that the Single Audit will be made of the 

entire organization in accordance with the following:

GAO Standards (1981 Yellow Book)

AICPA Generally Accepted Auditing Standards 

(GAAS)

0 State Single Audit Guide

Alaska Grant Regulations and Compliance Proce­

dures

These standards include requirements for examining the 

system of internal controls, both financial and program, 

and the financial statements and reports published by the 

grantee.

As indicated above, internal controls and financial state­

ments and reports are the responsibi.ity of the grantee. 

The auditor's responsibility is to examine these and 

express an opinion cn them, if possible.

The audits should be done annually, however, biennial 

audits may suffice if the audit scope covers both years. 

Testing conducted throughout the period covered will 

enhance the year end or biennial audits.

Grantees should also require subgrantees to have an in­

dependent audit following the same standards and criteria 

outlined for the grantee. In some cases this could be 

accomplished by accepting audit work done by federal, State 

and other independent auditors.
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Costs for the Single Audit are allowable as either a direct 

or an indirect cost. Since grantees will be responsible 

for engaging the auditors and paying for the audit, funds 

will have to be budgeted for this cost normally, an audit 

is already a part of the grantee's operations.

The Single Audit, because of its expanded scope to cover 

compliance features, will generally cost from 10 to 20 

percent more than an audit of the financial statements 

alone. This can be partially offset by biennial audits or 

multiyear audit engagement contracts. In addition, follow­

ing good internal control principles and keeping accurate 

records simplifies the audit process which can reduce the

cost. The advantage to the grantee is less audit duplica­

tion and a more thorough audit.

In itiacing The Audit

The grantee will be informed by OMB of three things at the 

start of the Single Audit process. They are:

° The need for the Single Audit.

° The Cognizant Audit Agency.

° The types(s) of grants, dollar amount, and

audit requirements for each grant.

Selecting The Auditor

Once notified, the grantee will select an auditor using 

criteria normally used for such purposes.

SEC3 / 500.0 / 7/26/84 / 38



550.8

Once the auditor is selected, the grantee and auditor 

should jointly notify the COG of the selection decision and 

request the pertinent information (i.e., grant regulations 

and compliance procedures, and a list of all State grants 

or funds provided to the grantee).

Grantee - Grantor - Auditor Relationship

During the audit, the normal client-auditor relationship 

will exist between the grantee and auditor; however, the 

COG will have a significant role because of its responsi­

bilities to review the final uudit and coordinate the needs 

of each grantor agency in the Single Audit. Also, during 

the course of the audit, technical questions may arise and

need to be resolved. The COG will have the responsibility

to resolve these.

Post Audit Responsibilities

After the audit is complete, sufficient copies will be 

provided to the COG for distribution to the relevant 

grantor agencies. This should take place no later than 

180 days after the end of the grantee's fiscal year. 

Resolution of audit findings are the responsibility of the 

grantee and grantor with the COG involved only to ensure 

that resolution is reached on each audit finding.
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550.9

Single Audit Process (Part II) 

(Figure 24)

Cogni zant 

Federal 

Agency

Grantor n

Cognijant

State

Agency

Crantor 8

Crantor C

Audi t Grantee

Report

General Requirements of an Audit

Audits should include, at a minimum, an examination of the 

systems of internal control, systems established to ensure 

compliance with laws and regulations affecting the expendi­

ture of State funds, financial transactions and accounts, 

and financial statements and reports of the grantee. These 

examinations are to determine whether:

1. There is effective control over, and oroper 

accounting fo*", revenues, expenditures, assets, 

and liabilities;

2. The financial statements are presented fairly

in accordance with generally accepted accounting 

principles; and
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