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Senator Johne Binkley
n - r . I V  <t> 6 1987J

Alaska State Senate
P.O. Box V • Juneau, Alaska 99811 • (907)465-4985

M E M O R A N D U M

Senator Jay Kertulla, Chairman 
Senate Judiciary Committee

Binkley^

Relating to Alcohol

March 23, 1987

Finance Committee 
Co-Chairman

TO:

FROM:

RE:

I would appreciate your^c.'tfed'CriTRg hearings before your committee on 
Senate Bill 51, an act relating to alcohol. This bill would raise the 
penalties for those convicted of bootlegging in communities that have 
adopted a local option law.

The bill has already passed out of the State A ffairs and Health and 
Social Services Committees and was referred to the Judiciary Committee 
on March 16.

Enclosed is a memo which gives background information on this bill.  I f  
you have questions or need additional information, please let me know.

I would appreciate your consideration in scheduling this bill as soon as 
possible.
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S  

Fo r  Bil l/Resolution No. SB _____

This bill amends AS 04.16.200(b) by r e c l a s s i f y i n g  the illegal' 

sale of alcoholic beverages from a class A  m i s d e m e a n o r  to a class C 

felony.

A  total of 45 such violations were referred to the d e p a rtment 

last year for prosecution. About one-half of those repor t e d  v i o l a t i o n s  

occurred in the Bethel service area.

Although this change will require some a d d i t i o n a l  w o r k  on our 

part, pre p a r i n g  these cases for grand jury, this a d d i t i o n  do e s  not 

warrant fiscal note costs because of the small n u m b e r  of cases involved. 

Our estimate assumes that the same enforcement pattern w i l l  continue. 

However, if police agencies substantially increase their e n f o r c e m e n t  

activities, because of the increased penalties a v ailable for felons, it 

m ay be nece s s a r y  to request increased appropriation at a later time. In 

any event, the department will not be able to respond to a marked 

increase in this area at this time due to the serious b u d g e t  s h o r t f a l l s  

it now faces.
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T h e  D i v i s i o n  

l e g i s l a t i o n .

o f  A l a s k a  S t a t e  T r o o p e r s  s u p p o r t s  p a s s a g e  of this

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

c o n t i n u i n g  v i o l a t i o n s  o v e r  local o p t i o n  laws by m a k i n g  v i o l a t o r s  

s u b j e c t  to a c l a s s  C felo n y ,  r e g a r d l e s s  o f  p r e v i o u s  c o n v i c t i o n s  or age 

of t h e  p e r p e t r a t o r .

A l t h o u g h  no a d d i t i o n a l  e n f o r c e m e n t  e f f o r t  is a n t i c i p a t e d  as a res u l t  

of the p a s s a g e  o f  this l e g i s l a t i o n ,  it will p r o v i d e  a s t r o n g e r  

d i s i n c e n t i v e  to v i o l a t e  the local o p t i o n  e l e c t i on s .

L
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W I L L T A M  R. NIX 

A c t i n g  C o m m i s s i o n e r
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Senator Johne Binkley___________
Alaska S tate  Senate
P.O. Box V • Juneau, Alaska 99811 • (907)4654985

M E M O R A N D U M  March 25, 1987

TO: Senator Jay Kertulla, Chairman
Senate Judiciary Committee

FROM: Senator Johne Binkley

RE: Senate Bill 51 -  "An Act relating to alcohol."

Bootlegging in communities where there is a rest'iction on alcohol is a 
serious crime. Communities that have adopted a local option law 
recognize how serious alcohol problems are and how devasting these 
problems are to their community. Community police and public safety 
officers work very hard and at great expense to apprehend and convict 
bootleggers. Under current law, most offenders are charged with a 
Class A Misdemeanor. The District Attorney in Bethel estimates that 
two dozen misdemeanor cases are referred to his department each year 
and two or three felony cases. This bill would raise the penalty for 
bootlegging in a local option area to a Class C Felony.

Current Law

Under current law the person would be charged with the misdemeanor 
offense unless the following circumstances were present:

*the person had been pr- 'iously convicted of bootlegging 
*the sale was made to a minor
*the quantity of the sale was of a specified amount 

-12 liters or more of distilled spirits 
(a little more than 17 quarts)

-24 liters or more of wine 
(about 6J gallons)

-45 liters or more of malt beverages 
(approximately six cases)

Finance Committee 
Co-Chairman

I f  any of the above circumstances have occurred the person is charged 
with the felony offense.



Senator Jay Kertulla 
March 25, 1987 
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Penalties

A Class A Misdemeanor carries a maximum jail term of one year and a 
fine of up to $1 ,000. Typical sentences in the Bethel courts are 30-90 
days with a fine double the value of the alcohol involved.

A Class C Felony carries a meximum jail term of five years and a fine 
of up to $5,000 (for the f irs t  conviction). A second "Class C Felony" 
charge also carries a two year presumptive term.

Communities in my district feel strongly that the stiffer penalty will be 
a greater deterent to the bootlegger. Under present law when the 
bootlegger is caught and charged with the Class A Midemeanor, he is 
educated in how the legal system works; he learns to improve his 
system, and how not to get caught. Bootlegging in a local option 
community is a serious crime. By increasing the penalties to the more 
serious Class C Felony charge we will send a clear message to those 
who would break the law that lawbreaking will not be tolerated.



A p r i l  1, 1987

S e n a t o r  J o h n e  B i n k l e y  
P.O. B o x  V
J u n e a u ,  A l a s k a  99811 

REF: S e n a t e  B i l l  51

D e a r  S e n a t o r  B i n k l e y :

Sale o f  L i q u o r  W i t h o u t  a L i c e n s e ,  c o m m o n l y  c a l l e d  " b o o t l e g g i n g " ,  is a v e r y  
s e r i o u s  p r o b l e m  f o r  the Y u k o n - K u s k o k w i m  r e g i o n .  B o o t l e g g i n g  c e r t a i n l y  p l a y s  
a m a j o r  r o l e  in c r i m i n a l  a c t i v i t y  and l i f e - t h r e a t e n i n g  s i t u a t i o n s  in t h i s  
a r e a .

In 1985, B e t h e l  p o l i c e  o f f i c e r s  r e s p o n d e d  t o  a p p r o x i m a t e l y  1 1 , 0 0 0  c a l l s  for 
a s s i s t a n c e .  T h e s e  c a l l s  r a n g e d  f r o m  c u r f e w  v i o l a t i o n s  to  h o m i c i d e s .  I can 
s a f e l y  s a y  t h a t  a p p r o x i m a t e l y  9 5 %  o f  t h e  c r i m e - r e l a t e d  c a l l s  a n d  
i n v e s t i g a t i o n s  w e r e  a l c o h o l - r e l a t e d .  A p p r o x i m a t e l y  1 , 1 0 0  p e o p l e  w e r e  
i n c a r c e r a t e d  a t  t h e  s t a t e  jail in B e t h e l  f o r  " p r o t e c t i v e  c u s t o d y "  d u r i n g  
t h i s  s a m e  p e r i o d ,  s i m p l y  f o r  b e i n g  i n c a p a c i t a t e d  b y  a l c o h o l  i n  a p u b l i c  
place.

T h e  q u e s t i o n  is a l w a y s  a s k e d ,  " w h e r e  d o e s  a l l  t h e  a l c o h o l  c o m e  f r o m -  
3 e t h e l ' s  s u p p o s e d  t o  be a d r y  t o w n " ?  W e l l ,  t h e  a n s w e r  t o  t h a t  q u e s t i o n  is 
s i m p l e ,  t h e  m a j o r i t y  of  a l c o h o l  i n v o l v e d  in c r i m i n a l  a c t i v i t y  as w e l l  as 
ca r e  f o r  p r o t e c t i v e  c u s t o d i e s  is b o o t l e g  l i q u o r .  U n f o r t u n a t e l y ,  t h e  p e n a l t y  
for s e l l i n g  l i q u o r  w i t h o u t  a l i c e n s e  is c e r t a i n l y  no d e t e r r e n t .  T h e  m o n e y  
m a d e  (and t o  be m a d e )  b o o t l e g g i n g  f a r  o u t w e i g h s  t h e  c o s t  to  t h e  b o o t l e g g e r  
o f  a m i s d e m e a n o r  c o n v i c t i o n .  In s t u d y i n g  t h e  s e n t e n c i n g  for b o o t l e g g e r s ,  
on e  l e a r n s  q u i c k l y  t h a t  a m i s d e m e a n o r  i s  m o r e  o f  a n  i n c o n v e n i e n c e  t h a n  
p u n i s h m e n t .  B o o t l e g g i n g  is a " b u s i n e s s "  f o r  m a n y  p e o p l e  in t h i s  s m a l l  town, 
and a l u c r a t i v e  one, at that. T h e  m i s d e m e a n o r  p e n a l t y  f o r  b o o t l e g g i n g  m a k e s  
it e x t r e m e l y  f r u s t r a t i n g  for the p o l i c e  o f f i c e r s  w h o  a r e  r e q u i r e d  to s p e n d  
m a n y  m a n - h o u r s  a n d  c o n s i d e r a b l e  f u n d s  d e v e l o p i n g  a n d  p r o d u c i n g  s t r o n g ,  
p r o s e c u t a b l e  S . O . L . W . O . L .  cases, a n d  for t h e  D i s t r i c t  A t t o r n e y  w h o  m u s t  a l s o  
s p e n d  c o n s i d e r a b l e  t i m e  a n d  m o n e y  t a k i n g  t h e  c a s e  to court, t h e  e n d  r e s u l t  
u s u a l l y  b e i n g  a m i n o r  fine and a p o s s i b l e  d a y  or t w o  in jail, or in s o m e  
cases, an "SIS" ( S u s p e n d e d  I m p o s i t i o n  of S e n t e n c e ) .  A n  SIS m e a n s  t h a t  t h e  
s e c o n d  t i m e  a r o u n d ,  w h e n  t h e  c o n v i c t i o n  s h o u l d  r e s u l t  in a felony, the 
d e f e n d a n t  is a g a i n  o n l y  f a c i n g  a m i s d e m e a n o r  b e c a u s e  t h e  f i r s t  o f f e n s e  h a s  
been f o r g i v e n .
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I f e e l  t h a t  a m i s d e m e a n o r  c o n v i c t i o n  for a f i r s t  t i m e  b o o t l e g g e r  is n o t  at 
a l l  a s u f f i c i e n t  d e t e r r e n t .  I s t r o n g l y  s u p p o r t  S e n a t e  B i l l  51, a n d  S e n a t o r  
B i n k l e y ' s  e f f o r t s  t o  h e l p  r e d u c e  t h i s  c r i m i n a l  a c t i v i t y .

I f  t h ^ r e  a r e  a n y  f u r t h e r  q u e s t i o n s ,  p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  m e .

S i n c e r e l y  yo u r s ,

K e v i n  C l a y t o n  
C h i e f  o f  P o l i c e





A m e n d e d  D e f i n i t i o n  of " r u ral" for h o u s i n g  a s s i s t a n c e

'AS 4 4 . 4 7 . 5 6 0  (5) is r e p e a l e d  a n d  r e e n a c t e d  to read:

(5) " r u r a l "  m e a n s

(A) a c o m m u n i t y  in the f i r s t  or s e c o n d  j u d i c i a l  d i s t r i c t

w i t h  a p o p u l a t i o n  of  5 , 5 0 0  or l e ss; O/?,

(B) a c o m m u n i t y  in the t h i r d  .judi c i a l  d i s t r i c t  w i t h  a

p o p u l a t i o n  o f  5 , 5 0 0  or less t h a t  is n o t  c o n n e c t e d  b y  r o a d  or
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F a i r b a n k s  N o r t h  S t a r  Bo r o u g h ;
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M  E M O R A N D U M F e b r u a r y  17, 1987

T O : S E N A T O R  J A Y  K E R T T U L A

FROM: S E N A T O R  J O H N E  B I N K L E Y

SUBJ: S c h e d u l i n g  o f  C S S B  52, "An A c t  r e l a t i n g  t o  t h e  r u r a l
h o u s i n g  p r o g r a m "

S e n a t e  B i l l  52 m a k e s  a t e c h n i c a l  a d j u s t m e n t  in t h e  
e l i g i b i l i t y  c r i t e r i a  f o r  p a r t i c i p a t i n g  i n  t h e  H o u s i n g  
A s s i s t a n c e  L o a n  P r o g r a m .

T h e  b i l l  r a i s e s  t h e  p o p u l a t i o n  c a p  f o r  c o m m u n i t i e s  
e l i g i b l e  t o  p a r t i c i p a t e  in t h e  r u r a l  h o u s i n g  p r o g r a m  fr o m
4 , 5 0 0  t o  5 , 5 0 0 .  T h i s  c h a n g e  t a k e s  i n t o  a c c o u n t  t h e  g r o w i n g  
p o p u l a t i o n  o f  c e r t a i n  r u r a l  c o m m u n i t i e s  c u r r e n t l y  
p a r t i c i p a t i n g  in t h e  p r o g r a m ,  b u t  n e a r i n g  t h e  m a x i m u m  
p o p u l a t i o n  f o r  p a r t i c i p a t i o n .  T h e  o n l y  c o m m u n i t y  t h a t  w o u l d  
b e  a f f e c t e d  b y  t h i s  c h a n g e  w o u l d  b e  B e t h e l  in as m u c h  as t h e  
l a t e s t  c e n s u s  f i g u r e s  f o r  B e t h e l  is a b o u t  4,500.

T h i s  b i l l  h a s  b e e n  r e f e r r e d  t o  t h e  J u d i c i a r y  
C o m m i t t e e .  I w o u l d  r e q u e s t  t h a t  t h e  b i l l  b e  s c h e d u l e d  for a 
h e a r i n g  at t h e  e a r l i e s t  c o n v e n i e n t  d a te. T h a n k  you.
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Senator Johne Binkley___________
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M E M O R A N D U M  F e b r u a r y  17, 1987

TO:

FROM: 

S U B J :

S E N A T O R  J A Y  K E R T T U L A ,  C H A I R M A N  
S e n a t e  J u d i c i a r y  C o m m i t t e e

S E N A T O R  J O H N E  BINKLEY^

CS f o r  S e n a t e  B i l l  52, " A n  A c t  r e l a t i n g  t o  t h e  r u r a l  
h o u s i n g  p r o g r a m "

T h e  H o u s i n g  A s s i s t a n c e  D i v i s i o n  w a s  c r e a t e d  b y  t h e  
19 8 0  L e g i s l a t u r e  (Ch. 20, S L A  1980), t o  a d m i n i s t e r  t h e  
N o n c o n f o r m i n g  H o u s i n g  L o a n  P r o g r a m .  L o a n  f u n d s  w e r e  t o  b e  
d i s t r i b u t e d  o n  a s t a t e w i d e  b a s i s ,  w i t h  e m p h a s i s  o n  r u ral 
A l a s k a .  A d m i n i s t r a t i o n  o f  t h e s e  l o a n s  w a s  p r i m a r i l y  t h r o u g h  
s e l l e r - s e r v i c e  a g r e e m e n t s  w i t h  f i n a n c i a l  i n s t i t u t i o n s .  T h e  
19 8 0  L e g i s l a t u r e  a p p r o p r i a t e d  $10 m i l l i o n  f o r  t h e  pro g r a m .

T h e  1 9 8 1  L e g i s l a t u r e  f u n d e d  t h e  N o n c o n f o r m i n g  
H o u s i n g  L o a n  P r o g r a m  at a r a t e  o f  $40 m i l l i o n  a n d  d i r e c t e d  t h e  
D i v i s i o n  t o  d i v i d e  the f u n d s  b e t w e e n  r u r a l  a n d  u r b a n  A l a s k a  at  
a r a t i o  o f  80: 2 0 .  T h e  L e g i s l a t u r e  f u r t h e r  d i r e c t e d  the 
D i v i s i o n  t o  o f f e r  funds d i r e c t l y  t o  e l i g i b l e  b o r r o w e r s  w h o  
c o u l d  n o t  o t h e r w i s e  o b t a i n  l o a n s  i n  r u r a l  A l a s k a  (Ch. 82, S L A
1981).

T h e  N o n c o n f o r m i n g  L o a n  F u n d  w a s  r e n a m e d  t h e  H o u s i n g  
A s s i s t a n c e  L o a n  F u n d  d u r i n g  t h e  1982 L e g i s l a t u r e  (Ch. 113, S L A
1982). T h i s  f u n d  c o m b i n e d  t h e  N o n c o n f o r m i n g  L o a n  P r o g r a m  w i t h  
t h e  A H F C  R u r a l  M o r t g a g e  P u r c h a s e  P r o g r a m  f o r  b o t h  o w n e r -  
o c c u p i e d  a n d  n o n o w n e r - o c c u p i e d  loans. A n  F Y 8 2  a p p r o p r i a t i o n  
t o  t h e  H o u s i n g  A s s i s t a n c e  L o a n  F u n d  (HALF) in  t h e  a m o u n t  o f  
$45 m i l l i o n ,  b r o u g h t  the t o t a l  a p p r o p r i a t i o n s  t o  $95 m i l l i o n .

T h e  1983 L e g i s l a t u r e  a p p r o p r i a t e d  a n  a d d i t i o n a l  $ 4 5  
m i l l i o n  t o  H A L F .  T h e  L e g i s l a t u r e  a l s o  e s t a b l i s h e d  a n e w  
p r o g r a m  c a l l e d  t h e  H o m e o w n e r s h i p  A s s i s t a n c e  Fund. T h e  o b j e c t  
of  t h i s  p r o g r a m  is t o  s u b s i d i z e  a p o r t i o n  o f  t h e  i n t e r e s t  
p a y m e n t  o n  t h e  l o a n  for l o w -  a n d  m o d e r a t e - i n c o m e  h o u s e h o l d s .

B o t h  t h e  1984 a n d  1 9 8 5  L e g i s l a t u r e s  r e d e f i n e d  r u r a l ,  
w i t h  t h e  m o s t  r e c e n t  d e t e r m i n a t i o n  b a s e d  on  c o m m u n i t y  
p o p u l a t i o n  a n d  r a i l  or r o a d  a c c e s s  t o  A n c h o r a g e  o r  F a i r b a n k s .
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A d d i t i o n a l l y ,  t h e  1985 L e g i s l a t u r e  t r a n s f e r r e d  t h e  a u t h o r i t y  
f o r  m a k i n g  n o n c o n f o r m i n g  l o a n s  in u r b a n  a r e a s  f r o m  t h e  H o u s i n g  
A s s i s t a n c e  D i v i s i o n  t o  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n .  
T h e  19 8 5  L e g i s l a t u r e  a l s o  a p p r o p r i a t e d  $4 m i l l i o n  f r o m  t h e  
G e n e r a l  F u n d  t o  t h e  r e v o l v i n g  l o a n  f u n d  a n d  a l l o w e d  t h e  
D i v i s i o n  t o  r e v o l v e  F Y 8 5  a n d  F Y 8 6  p r i n c i p a l  a n d  i n t e r e s t  
r e p a y m e n t s  t o  t h e  f u n d  a s  a d d i t i o n a l  s o u r c e s  o f  l o a n  f u n d s  for 
F Y8 6 .

I n  1986, t h e  A l a s k a  L e g i s l a t u r e  a p p r o p r i a t e d  $70 
m i l l i o n  f r o m  t h e  H o u s i n g  A s s i s t a n c e  L o a n  F u n d  t o  t h e  G e n e r a l  
Fund.

S e c t i o n  1 r e d e f i n e s  t h e  d e f i n i t i o n  o f  " r u r a l "  f o r  
t h e  p u r p o s e  a d m i n i s t e r i n g  t h e  H o u s i n g  A s s i s t a n c e  L o a n  F u n d  b y  
c h a n g i n g  t h e  p o p u l a t i o n  f i g u r e  f o r  c o m m u n i t y  e l i g i b i l i t y  f r o m
4 , 5 0 0  t o  5, 5 0 0 .  T h i s  c h a n g e  w i l l  a l l o w  c o m m u n i t i e s  c u r r e n t l y  
c l a s s i f i e d  as r u r a l  b u t  n e a r i n g  t h e  p o p u l a t i o n  c u t o f f ,  s u c h  as 
B e t h e l ,  t o  r e m a i n  e l i g i b l e  f o r  r u r a l  h o u s i n g  loans. N o  n e w  
c o m m u n i t i e s  w o u l d  b e c o m e  e l i g i b l e  f o r  t h e  H o u s i n g  A s s i s t a n c e  
L o a n  P r o g r a m  s h o u l d  t h i s  c h a n g e  b e  a d o p t e d .
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M  E M O R A N D U M F e b r u a r y  17, 1987

TO: S E N A T O R  J A Y  K E R T T U L A

FROM: S E N A T O R  J O H N E  B I N K L E Y

SUBJ: S c h e d u l i n g  o f  C S S B  52, " A n  A c t  r e l a t i n g  to  t h e  r u r a l
h o u s i n g  p r o g r a m "

S e n a t e  Bi l l  52 m a k e s  a t e c h n i c a l  a d j u s t m e n t  i n  the 
e l i g i b i l i t y  c r i t e r i a  f o r  p a r t i c i p a t i n g  in t h e  H o u s i n g  
A s s i s t a n c e  L o a n  P r ogram.

T h e  b i l l  r a i s e s  t h e  p o p u l a t i o n  c a p  f o r  c o m m u n i t i e s  
e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  r u r a l  h o u s i n g  p r o g r a m  f r o m
4 , 5 0 0  t o  5,500. T h i s  c h a n g e  t a k e s  i n t o  a c c o u n t  t h e  g r o w i n g  
p o p u l a t i o n  o f  c e r t a i n  r u r a l  c o m m u n i t i e s  c u r r e n t l y  
p a r t i c i p a t i n g  i n  t h e  p r o g r a m ,  b u t  n e a r i n g  t h e  m a x i m u m  
p o p u l a t i o n  f o r  p a r t i c i p a t i o n .  T h e  o n l y  c o m m u n i t y  t h a t  w o u l d  
b e  a f f e c t e d  b y  t h i s  c h a n g e  w o u l d  b e  B e t h e l  i n  a s  m u c h  a s  t h e
l a t e s t  c e n s u s  f i g u r e s  f o r  B e t h e l  is a b o u t  4 , 5 0 0 .

T h i s  b i l l  h a s  b e e n  r e f e r r e d  t o  t h e  J u d i c i a r y  
C o m m i t t e e .  I w o u l d  r e q u e s t  t h a t  t h e  b i l l  b e  s c h e d u l e d  f o r  a
h e a r i n g  a t  t h e  e a r l i e s t  c o n v e n i e n t  d a t e .  T h a n k  you.
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J a n u a r y  28, 1987

P O S I T I O N  P A P E R

RJ: S e n a t e  B i l l  52, "An A c t  r e l a t i n g  to t h e  r u r a l  h o u s i n g
p r o g r a m  of the D e p a r t m e n t  of 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 ;  
an d  p r o v i d i n g  for an e f f e c t i v e  da t e . "

S P O N S O R :  S e n a t o r  B i n k l e y

P r o g r a m  E f f e c t s  of B i l l :

P a s s a g e  of t h i s  bi l l  w i l l  h a v e  l i t t l e  e f f e c t  and no n e g a t i v e  
i m p a c t  on the H o u s i n g  A s s i s t a n c e  D i v i s i o n  l o a n  p r o g r a m s  b e c a u s e  
d e m a n d  w i l l  r e m a i n  e s s e n t i a l l y  the s a m e  as it c u r r e n t l y  is.

T h i s  b i l l  r e d e f i n e s  " r u ral" by c h a n g i n g  t h e  p o p u l a t i o n  f i g u r e  
for c o m m u n i t y  e l i g i b i l i t y  f r o m  4 , 500 to 5,500. T h i s  m i n o r  
c h a n g e  w i l l  n o t  c a u s e  the p r o g r a m  to s u d d e n l y  b e g i n  e x p a n d i n g  
to a d d i t i o n a l  c o m m u n i t i e s ,  h o w e v e r ,  it w i l l  h e l p  b o r d e r l i n e  
c o m m u n i t i e s  s u c h  as B e t h e l ,  r e m a i n  e l i g i b l e  for r u r a l  h o u s i n g  
l o a n s .

I t e m  5 (B) s h o u l d  r e f l e c t  the sa m e  p o p u l a t i o n  f i g u r e  as i t e m  5 
(A) m a k i n g  it 5 , 5 0 0  i n s t e a d  of 4 , 5 0 0  to c o n f o r m  w i t h  the rest 
of the S t a t u t e .  ' '

T h e  D i v i s i o n  s u p p o r t s  th i s  b i l l  w i t h  the m i n o r  c h a n g e  as l i s t e d  
above. .

C o m m e n t s

21-P1LH





JU D I C I A R Y
FINANCE

SENATE COMMITTEE REPORT

FURTHER:

3/3/87 

Mr. President:

HESS

D A T E  T U R N E D  INTO O F F I C E

C o m m i t t e e  c o n s i d e r e d  SB 56

m a k i n g  effective an a n n u n i t y  p r o g r a m  a n d  .andments to the longe v i t y  
bonus p r o g r a m  and the p e r m anent fund d i v i d e n d  p r og ram p r o v i d e d  in 
secs. 2 - 18, ch. 99, S L A  1985; efd.

and recommended:

[ ] r e p l a c e  w i t h  
[ ^ 0  or adopt ____________

[ ] a t t a c h e d  a mend m e n t ( s )  'an

] do pass

] do n o t  pass

] n o  r e c o m m e n d a t i o n

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

CS F O R  
CS F O R

) [] same t i t l e  
) ^ 4  n e w  title

y y o f 3 > 9 -

] f u r t h e r  r e f e r r a l  to

] letter of intent a d o p t e d

C o m m i t t e e  [/] a t t a c h e d  or [ ] a d o p t e d  f i s c a l  note(s) 
[)(] n e w  t ] u p d a t e d  or [ ] p r e vious

[ ] zero [yl f i s c a l  impact

M E M B E R S  S I G N I N G  DO PASS O T H E R  R E C O M M E N D A T I O N S

on



F I R S T  COMMITTEE OF R E F E R R A L

Date of 'T'g.)=5, 4. / ?  ̂ 7 5 - D A Y  N O T I C E  
IN ACCORD A N C E  WITH U N I F O R M  R U L E  23 H E S S

FURTHER: J U D I C I A R Y
F I N A N C E* * F I S C A L  NOTE(S) A T T A C H E D  / **

IN A C C O R D A N C E  WITH AS 24.08.035
(see below)

i / , W 8 7

DATE T U R N E D  INTO O F F I C E  /7}A f£r <3 } / % /  
Mr. President: /

STATE AFFAIRS C o m m i t t e e  conside red -SB—56.
m a k i n g  effective an a n n u i t y  p r o g r a m  and amendments to the l o n g e v i t y  
bonus p r o gr am and the p e r m a n e n t  fund d i v i d e n d  p r og ram p r o v i d e d  in 
secs. 2 - 1 8 ,  c h . 99, S L A  1985; and p r o v i d i n g  for an e f f e c t i v e  date.

and recommended:

replace with CS < $ 8

[ ] attached amendment(s) and 

do pass 

[ ] do not pass

[ ] no recommendation

[ ] individual recomm e n d a t i o n s

[ ] further referral to____________

F4^ a m e  t i tle 
^ f n e w  t i E l e ~

letter of intent a d o p t e d  and a t t a c h e d

** Committee [)<] a t t a c h e d  or [ ] a d o p t e d  fiscal note(s) 
[ ] zero [y] f i s c a l  impact

M E M B E R S  SIGNING DO PASS O T H E R  R E C O M M E N D A T I O N S

7 U ) / t "

if

[ ] Committee Backup A t t a c h e d
e and r e c o m m e n d a t i o n
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JUaska J&tate ^legfelature
INTERIM OFFICE 

1024 W EST SIXTH AVENUE 
ANCHORAGE. ALASKA 99501 

(997) 274-2843

IN SESSION. 

POUCH V 

JUNEAU. ALASKA 99811 

(907) 465-4 714

S e n a t o r  JVlninb
c h a i r m a n

j S e n a t e  (Eutnnrittce o n  jBtate ^Vffairs

L E T T E R  O F  I N T E N T

T h e  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  h a s  c o n s i d e r e d  C S S B  56 
(St a t e  A f f a i r s )  " A n  A c t  m a k i n g  e f f e c t i v e  a n  a n n u i t y  p r o g r a m  
a n d  a m e n d m e n t s  t o  t h e  l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  
p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m  p r o v i d e d  in secs. 2-18,
C h . 99, S L A  1985; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a te.

I t  is t h e  i n t e n t  o f  t h e  S e n a t e  S t a t e  A f f a i r s  c o m m i t t e e  t h a t  
t h e  D e p a r t m e n t  o f  R e v e n u e  a n d  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  t a k e  s t e p s  t o  e d u c a t e  a n d  i n f o r m  t h e  p u b l i c  
a b o u t  t h e  a n n u i t y  p r o g r a m  a n d  t h e  c h a n g e s  t o  t h e  p e r m a n e n t  
f u n d  d i v i d e n d  p r o g r a m  a n d  t h e  A l a s k a  l o n g e v i t y  b o n u s  
p r o g r a m  t h a t  a r e  m a d e  e f f e c t i v e  b y  t h i s  A c t

CH   _ _ M M I T T E E

>  D A T E



S T A T E  O F  A L A S K A  1 987 L E G I S L A T I V E  S E S S I O N  

FIS CA L  N O T E

Bill Ve r s i o n :  d 3 S G  56-S-̂ 2 

R E Q U E S T_______________  ' P u b l i s h  Date: ^  - 3 -

R e v i s i o n  Date: A g e n c y  Affected: A d m in is tra t ion
Title: *  ( see below) BRU: Longevity Bonus

Sponsor: K e r t tu la  C o m p o n e n t s : A d m in is t ra t io n ,  Grants
Requestor” Senate S ta te  A f fa i r s
*  Making E f fec t ive  an Annuity  Program and Amending Alaska Longevity Bonus and Permanent 

Fund Dividend.

E X P E N D I T U R E S / R E V E N U E S :  ( Th o u s a n d s  o f  D o l l a r s )

O P E R A T I N G
FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES •
EQUIPMENT
LAND 4 STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 184.5 184.5 184.5 184.5 184.5
0 0 0 0 0 ' 0 -

8 1 . 0 81.0 ' • 81.0 81.0 81.0

-0 ' 11.1 11.1 n. r 11.1 11.1
0 2 0 . 0 4.0 4.0 4.0 4.0

0 0 0 0 0

0 0 (300.0 EBcRJTD J (1,600.0 (2,800.0)
0 0 0 0 0 0

TOTAL O P E R AT I N G 0 ’ 296.6 (19.4 (519.4) (1,319.4 (2,510.4)

CAPITAL 0 750.0 0 0 »• 1 0

REVE N U E  i 0 ' ' ' 0 0 0
1

0

FUNDING:' ( Th o u s a n d s  of.JDollars)
GENERAL FUND 0

... . _ 0

(300.0 (800 .07 (1,600.0 (2,800.0)

FEDERAL FUNDS 0 .. 0 0 ..0 o 0

OTHER 0 1,046.6 280.6 280.6 280.6 280.6

TOTAL 0 - 1,046.6 (19.4 (519.4) (1,319.4 (2,519.4)

POSITIONS:
•

... **

full- time 0 5 5 5 5 5

PART-TIME 0 0 0 0 •0
. TEMPORARY 0 0 0 0 0 0

ANA L Y S I S:  A t t a c h je page  if n e c e s s a r y  The implementation o f the annuity
y Bonus Program w i l l  r e s u l t  in  a decrease in  general funds 

v..n d if fe re n c e  is  shoVvn on the Grants and Claims l i n e .  The amount
program to  r e p l - 

-committed to  the p i 09 . m. 
is  based on the d i f fe re n c e  in  costs o f  the annuity  program and the c u r re n t ' la w  as shown in
Appendix A of 1986 B a l lo t  Measure No. 3 j Questions and Answers About Proposed Longevity Bonus 
A1 te rna t ives  prepared by the D iv is io n  or S t ra te g ic  Planning, September 1986.

Funds fo r  operating the program w i l l  come from the annuity  investment fund (AS 43 .2 '.110 )  as 
provided in AS 43 .23 .110(d),

P r e p a r e d  By: Michael
Division: Lowmss

h a . ,  p. Q 's L / A jA . Phone:.
loner^s u rn c e  D d tS !

465-2200

l /.K l r j

A p p r o v e d  by C o m m i s s i o n e r :  G a r r e y  Pe-sjtft

Agency: D e p a r t m e n t  o f  Adpnmstr&tjffti

D i s t r i b u t i o n  (by p r e p a r e r ) :

L e g i s l a t i v e  F i n a n c e  

Le g i s l a t i v e  S p o n s o r  

R e q u e s t o r

Of f i c e  of M a n a g e m e n t  a n d  B u d g e t  

Impacted A g e n c y ( i e s )

Senate S e c r e t a r y

Date: a M n

P age 1 of 2

Rev. 0 1 / 2 3 / 8 7
14/2D1/0211-03



C O N T I N U A T I O N  o f  FIS C A L  NOTE A N A L Y S I S

. For SB 56

We estimate t h a t  a p p r o x i m a t e l y  f o u r  f u l l - t i m e  e m p l o y e e s  will be n e e d e d  to 

administer this p r o g r a m  on a c o n t i n u i n g  basis. We e s t i m a t e  that a p r o g r a m  

supervisor and  c h i e f  a c c o u n t a n t  will be needed wit h  t w o  o t h e r  s t a f f  m e m b e rs .

We are basing t h i s  fiscal not e  on the assumption t h a t  t h e  D e p a r t m e n t  of 

Revenue will v e r i f y  age s  o f  t h o s e ' w h o  e l e c t  to p a r t i c i p a t e  in the a n n u i t y  

program. Thi s  is c r i t i c a l .  • . ..

We estimate t h a t  f o u r  p o s i t i o n s  are n e e d e d  to a d m i n i s t e r  this program:

S u p e r v i s o r :  R e t i r e m e n t  and Benefits S p e c i a l i s t  III

A c c o u n t a n t :  A c c o u n t a n t  II

T e c h n i c i a n :  R e t i r e m e n t  and Benefits T e c h n i c i a n  I/II

Clerk: A c c o u n t i n g  C le r k  III

We propose t hat a n o t i f i c a t i o n  will be sen t  to all A l a s k a  b o x h o l d e r s  to i n f o r m  

them of the p r o v i s i o n s  o f  the bill and to advise t h e m  o f  the c o n t a c t  persons 

o r  agencies. W e  e s t i m a t e  an annual cos t  of $20.0 f o r  i n d e p e n d e n t . a u d i t s .  We 

also propose t h a t  t h e re  will be annual statements o f  a c c o u n t  that'will be sent 

to a p p r o x i m a t e l y  1 5 0 , 0 0 0  p a r t i c i p a n t s .  This.cost is e s t i m a t e d  to be $41.0.

We estimate t h a t  the a n n u i t y  p r o g r a m  will be fully- a u t o m a t e d  to reduce the 

need for staff. We e s t i m a t e  that  o n e - t i m e  system a n a l y s i s ,  d e v e l o p m e n t ,  and 

construction c o s t s  w o u l d  be $ 7 50,000. •

We a n ticipate t h e  ne e d  f o r  one f u l l - t i m e  P r o g r a m m e r / A n a l y s t  IV to p r o vi d e  

guidance in the d e v e l o p m e n t  o f  the a n n u i t y  systems w i t h  the c o n t r a c t o r s  and, 

a f t e r  i m p l e m e n t a t i o n ,  to p r o v i d e  o n g o i n g  maintenance.- W e  a l s o  e s t i m a t e  a c ost 

o f  $20.0 for c o m p u t e r  r e c o r d s storage.

A  z ero inflation rate .is a s s u m e d . f o r  thi s  fiscal note.

I
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APPEN D IX  A

General Fund Costs of Proposed Bonus Program  Alternatives 

----------------millions of dollars.................

Costs of -

Costs of Senate ‘ Costs of

Fiscal H o u s e Annuity Current

Y e a r Proposal Emposal L a w

1 9 8 8 49.3’ .49.9 49.9

1 9 8 9 • 47.7 52.4 . 52.7

1 9 9 0 45.5 54.8 55.6

1991 -  43.3 56.6 58.2

1 9 9 2 ' 41.1 57.9 60.7

1993 -38.9 58.9 63.4

1 9 9 4 36.7- 59.2 65:9

1995 34.6 59.2 68.8
1 9 9 6 32.5 ' 58.2 71.4

1997 " 30.3 - 56.1 73.6

1998 28.2 53.2 76.1

1999 26.1 49.1 78.5

2 0 0 0 24.1 43.7 81.1

2001 22.1 36.8 83.6
• 2 0 0 2 _  20.2 28.2 86.2

2 003 18.3 18.3 • 88.9

2 0 0 4 16.5 16.5 91.6

2005 14.8* 14.8* 94.9t

*Annual general f u n d  costs continue declining, and reach zero b y  a b o u t  2034. 

tAnnual general f u n d  costs likely to continue increasing. *

\
I
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T :

Revision Date:_________________________________
Title : fln a r t  R p l a M n g  f n  t h o

Longevity.flnnus, Prnenflm___________

Bill V e r s i o n : 
Publish  Date :

N»,—56
Agency Affected 
B R U :_________

S p o n so r : 
Requestor :m

.H p a J th  ft S n r i a l  W u i r pc 
_A_<L<d_<ttanrp P a y m p n tc  RBII

Components :.QAA.hALB-.Hq1 d Harmless

E X P E N D IT U R E S /R E V E N U E S :  (Thousands o f  Dollars)

O P E R A T I N G F Y  87 F Y  88 F Y  89 F Y  9 0 F Y  91 F Y  92

P E R S O N A L  SERVICES
T R A V E L

CONTRA CT U A L
surr u E s  

EQUIPMENT 

L A N D  &  STRUCTURES 

GRANTS, CLAIMS 

MISCELLANEOUS

-0- -0- -0- - 0 - -0- -0-

- U - 3J - -u- - u - -U- -u-
-0- -0 - -0- -0- -0- -0-
- 0- . -0 - . -0- -0 - -0- -0-

-0- -0- . -o- -0 - -0- -0-

-p- , 1 -Q-
-J- b t l A JbG§.3 4 1 b 2 . 4 4b l9"."2 b u 2 u . 1

-0 - -0- -0- - 0 -  ' -0- -0-

T O T A L  O P E R A T I N G -0- 6 2 2 . 4 3608.3 4 1 6 2 . 4 4 6 1 7 . 2 5 0 2 0 . 1

C A PITA L -"0" __ - 0 - -0- - 0 - -0- -0-

REVENUE -0- -0 - -0- - 0 - -0 - - 0 -

F U N D IN G : (T housands o f  Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

-0- 6 2 2 . 4 3608.3 4 1 6 2 . 4 4 6 1 7 . 2 5 0 2 0 . 1

-0- -0- -0- - 0 - -0- -0-

-0- . “0~ -0-. -0- -0- -0- .
' -n- - - -1- -n_ -n-

P O S I T I O N S :

FULLTIME
PART-TIME
TEMPORARY

-0- -0- -0- - 0 - -0- -0-

-0- -0- -0- - 0 - _-0- ... _ -0-

-0- _ - n - ... r.Or.... .. ..:Q.r..... ... _-.Q- - 0-

A N A LY SIS : :

The FY88 Governor's budge t assumes e l im in a t io n  o f  the Old Age A ss is ta nce  -  Alaska Longevity  Bonus 
Hold Harmless (OAA-ALBHH) program, e f f e c t i v e  January 1 , 1988. I t  i s  im p o r ta n t  to  note th a t  the  d o l la r  
saved by th is  proposed l e g i s la t i o n  have been removed from the G overno r 's  FY88 budget request.
I f  t h i s  leg is la t io n  does not pass, p ro jec ted  FY88 costs of $622.4 must be res to red  to  the P u b l ic  
Assistance BRU\Fr88/Budget. Thio ■r.c ly/ ’/s assumes cent: .'.cation o f  ; r  -  :  :!•]
program. \  W  / ~ \
Prepared by: JoM -R — T a b e r ,  D i r e c t o r -------------------------------  P t i o n c T L l f i S = 3 3 A L

Division ^ r 4 U v i N ; i n n  n f  P n h l i r  f l q < ; i q t a n  r p  _______________  Date :  

Approved by Commissioner 
A g en cy : _  H p p a r t m p n i_ n f HprTfth ftft . S n r - i a ! , S p m n p s , . , 3/?/1 ?
Distribution (by preparer ) : 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management a n d  Budget 
Impacted Agency(>es)
Senate Secretary

page. of



C S S B  56 

Fiscal Note 

P A G E  2

D i v i s i o n  of Public A s s i s t a n c e  

A s s i s t a n c e  P a y ments BRU 

O l d  A g e  A s s i s t a n c e  - A l a s k a  Longevity B o n u s  H o l d  H a r m l e s s  ( O A A - A L B H H )

1. The G o v e r n o r ' s  FY88 b u d g e t  p r e s u m e s  a n e e d s - b a s e d  L o n g e v i t y  B o n u s ,  which w o u l d  

e l i m i na t e  t h e  n eed f o r  a H o l d  Harmless p r o g r a m .  C S S B  No. 56 c o n t i n u e s  the H o l d  

Harmless p r o g r a m ;  c osts r e f l e c t  restora t i o n  o f  a full Ho l d  H a r m l e s s  f o r  the Bonus, b u t  

no Hold H a r m l e s s  p r o v i s i o n  f o r  a n n u i t y  payments.

2. We a s s u m e  t h e  f i r s t  a n n u i t y  p a y m e n t s  will be m a d e  in J u l y ,  1989, bu t  t h a t  no Old A g e  

A s s i s t a n c e  a p p l i c a n t s  o r  r e c i p i e n t s  will elect t o  p a r t i c i p a t e .

3. We assume t h a t  the A n n u i t y  a n d  B o n u s  payments w i l l  be as f o l l o ws :

B o n u s  A n n u i t y

FY88 $ 2 5 0 0

FY89 $ 2 5 0 0

FY90 $ 2 4 2 $ 7 . 7 4

FY91 $ 2 3 3 $ 1 6 . 7 1

FY92 $ 2 2 3 $ 2 6 . 7 6

4. Costs a s s u m e  a v e r a g e  a g e  o f  n e w  a p p li c a n t s  for O l d  A g e  A s s i s t a n c e  will be 65.

6 - M o n t h  Impact

F Y 8 8  FY89 FY9 0  FY91 FY92

O A A - A L B  Hold H a r m l e s s  1 5 5 6 . 0  3608.3 4 1 6 2 . 4  4 6 1 7 . 2  5020.1

P r o g r a m  e x p e n d i t u r e

A m o u n t  of O A A - A L B  HH tha t  6 2 2 . 4  1443.3 1 6 87 . 9  1 9 0 2 . 2  2089.1

r e p l a c e s  lost SSI p a y m e n ts

A m o u n t  of O A A - A L B H H  that 9 3 3 . 6  2165.0 2 4 7 4 . 5  2 7 1 5 . 0  2931.0

r e p l a c e s  State 0 A A  p a y m e n t s

-
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^UD/r DIVISION 
POUCH W
JUNEAU, ALASKA 99811-3300

HE LEGISLATURE
UDGET AND AUDIT COMMITTEE

M G R A N D U M
PE3 6.1987,

DATE:

TO:

FROM:

RE:

V

F e b ruary 4, 1987

The Hon or a b l e  Jalmar Kerttul a 
Alaska State Senate .

Gerald  W i l k e r s o n  Jj n 
L egislative  A u d i t o r  A/(A>

Duties and R e s ponsibiliti es of L e g i s l a t i v e  A u d i t

The Divi sion of L egislative A u d i t  (DLA) performs three types 
of audits and/or reviews: (1 ) specially r e q u e s t e d  reviews
and performance audits, (2 ) financ ial/c o m p l i a n c e  departmental 
audits, and (3) sunset reviews.

S p e c i a l  R e v i e w s

D L A  conducts special reviews of state programs, grants, and 
agencies as directed by the Leg isl a t i v e  Budget and Audit 
Committee. The Committee authorizes these special reviews 
from specific requests r e c eiv ed from legislators. Special 
reviews provide the L e g i s l a t u r e  w i t h  an informed and 
objective evaluation  of issues or concerns i n v o l v e d  in 
state government operations.

Because they initiate the requests, legislators g e n e r a l l y  
are more interested in the special r e v i e w  reports than the 
reports genera ted b y  the other two types of D L A  reviews. 
Special reviews reflect the specific concerns and interests 
of individual legislators and their constituents.

F i n a n c i a l / C o m p l i a n c e

F r o m  the state's fiscal point of view, an important part of 
DLA's responsibilities is the p erformance  of departmental 
financial compliance audits in c onformity  w i t h  the r e q u i r e­
ments established b y  the Federal Single A u d i t  A c t  and 
generally accepted auditing standards. All departments 
that receive Federal funds are r e q uired to be a u dited under 
the provisions of this act. La st year the St. te r e c e i v e d  
in excess of $335 m i l l i o n  in Federal funds.



Senator K e r t t u l a - 2 - Fe b r u a r y  4, 1987

In r ecent years, increased efficiency has allowed D L A  to 
audit every departmen t each fiscal year. A n  annual d e p a r t­
men t a l  audit is a p r imary requir ement of the Federal Single 
A u d i t  Act. This enhan c e d  audit effort has provi»_2 d for more 
follow-up and m o n i t o r i n g  of departmental  operations and, in 
m o s t  state agencies, has contributed to improved fiscal 
p r a c t i c e s .

Finan c i a l  c omplianc e audits provide benefits  other than 
m e e t i n g  the requ ir e m e n t s  to receive Federal funding and 
improved fiscal operations. This continual, independent 
r e v i e w  of operations allows D L A  to develop a b r o a d  u n d e r­
standin g of h o w  each department works and e ffe ctively carry 
out the special reviews r e q u ested by the L e g i s l a t i v e  Budget 
and A u d i t  Committee.

Sunset Reviews

The sunset process, enacted by the 1977 Legi slature, provides 
for the p e r i o d i c  legislative scrutiny of the activities of 
various boards and commissions. D L A  sunset reviews are a 
critical element in the legislative sunset r e v i e w  process. 
Since sunset reviews b e g a n  in 1979, D L A  has conducted from 
6 to 8  reviews a year. These reviews focus on the function 
of the v a rious boards, evaluates h o w  eff ect i v e l y  they serve 
the public, and makes recommendations  r egar d i n g  w h e t h e r  they 
should be a l l o wed to sunset.

Summary

E a c h  type of the three audits/reviews is conducted using 
differ ent crit eria and is intended to serve a different 
purpose. W h i l e  the results of one type of r e v i e w  m a y  be 
m o r e  v i s i b l e  and v a l u a b l e  to individual legislators w h e n  
compa r e d  to other types, each serves an important purpose, 
be it satisf a c t i o n  of a legislative inquiry, compliance w ith 
the Single A u d i t  Act and rece ipt rf Federal funds, or as 
part of the Sunset R e v i e w  process.

S T A T E  O F  A L A S K A D I V I S I O N  O F  L E G I S L A T I V E  A U D I T
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SUBJECT: S e c t ional Analysis of SB 65
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C h a i r m a n  Senate F i n a n c e  C o m m itt ee

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

Y o u  have r e q u e s t e d  a sectional analysis of SB 65, p r o v i d i n g  
for a state auditor.

S e ction 1 creates a n e w  chapter w h i c h  e s t a b l i s h e s  the state 
auditor.

Sec. 37.06.010 sets out the experi e n c e  r e q u i r e m e n t s  for tlw 
state auditor.

Sec. 37.06.020 lists the powers a n d  duties of the state 
auditor. The duties include r e v i e w i n g  c o m p l i a n c e  audits from 
state agencies, municipalities , and school districts; 
p r o v i d i n g  m a n a g e m e n t  and p r o g r a m  audits on r e q u e s t  a n d  for 
sunset reviews; and r e p o rting any u n a u t h o r i z e d  illegal, 
irregular or u n s a f e  financial adminis tration; a n d  assisti ng 
state agencies, municipalities , and school distr icts to i m­
prove accountin g systems. The auditor m a y  audit any m a t t e r  
r e l a t e d  to state finance and m a y  i n v e s t i g a t e  the c o ndu ct of 
officers who h a n d l e  state money, p r o p e r t y  or records.

Sec. 37.06.030 permits the state a u d i t o r  to e m p l o y  staff, 
w h o  are p l a c e d  in the exempt service.

Sec. 37.06.040 gives the auditor access to all r e c o r d s  of 
state agencies, m u n i c i p a l i t i e s  and school districts. The 
auditor m a y  requir e informatio n on oath.

Sec. 37.06.050 sets out the a u d i t o r’s duties c o n c e r n i n g  
audit reports, b o t h  those p r e p a r e d  by the a u d i to r's office
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and those p r e p a r e d  b y  others. If the auditor finds a report 
inaccurate, the a u d i t o r  m a y  r e quire correction. If the a u­
ditor disappro ves a report, the auditor m a y  serve a notice 
of intent to w i t h h o l d  state funds f r o m  t e entity u n d e r  Sec.
37.06.060. The a u d i t o r  is r e q u i r e d  to f u rnish copies of 
ap p r o v e d  audit r e ports  to various entities and to report 
a n n u a l l y  on the o ffice's activities to the legislature.

Sec. 37.06.060 r e q u i r e s  entities who have b e e n  a u d i t e d  to 
implement r e c o m m e n d a t i o n s  in the audit. F a i l u r e  to do so 
m a y  r esu lt in the w i t h h o l d i n g  of 50 p e rc ent of the state 
funds i d e n t i f i e d  in the auditor's n o tic e of intent to w i t h­
hold. T he e ntity h a s  the right to an informal conference  
w i t h  the a u dito r a n d  to a formal h e a r i n g  u nder the A d m i n i s­
trative P r o c e d u r e  Act.

Sec. 37.06.070 p e r m i t s  the auditor to p r o vide for follow-up 
audits or i n v e s t i g a t i o n s  and requires t h e m  if the initial 
r eport r e v e a l e d  e v i d e n c e  of fraud, abuse, or illegal acts, 
substantial n o n c o m p l i a n c e  w i t h  law, or m a t e r i a l  w e a k n e s s e s  
in internal a c c o u n t i n g  controls.

Sec. 37.06.080 p r o h i b i t s  the auditor and employees of the 
a u dit or f r o m  s e rvi ng on state boards, commissions, a u t h o r­
ities or other a d m i n i s t r a t i v e  agencies and makes t h e m  s u b­
ject to the c o n f l i c t  of interest chapter (AS 39.50).

Sec. 37.06.090 r e q u i r e s  the auditor to establish b y  r e g u­
lation standards for conducting audits. Audits c o n d ucted by 
independent o u tside auditors are subject to these standards 
if the state a u d i t o r  contracts for or reviews the audit.

Sec. 37.06.100 p e r m i t s  the auditor to h a v e  access to b a n k  
records and to r e q u i r e  help from all state officers and 
employees w h e n  c o n d u c t i n g  an audit. S u b s e c t i o n  (b) requires 
the audit or to m a i n t a i n  complete files for audit w o r k  papers 
w h i c h  are to be c o nfide ntial unless an audit report has been 
r e l e a s e d  u n d e r  Sec. 37.06.050.

Sec. 37.06.110 r e q u i r e s  the auditor to contract w i t h  c e r t i f­
ied public a c c o u n t a n t s  and internal auditors to the greatest 
extent p o s s i b l e  for the conduct of financial and compliance 
audits and p e rmits the auditor to c ontract for m a n a g e m e n t  
a n d  p r o g r a m  a u d i t s .
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Sec. 37.06.12 0 r e q u i r e s  various en tities to r e i m b u r s e  the 
state audit or for the cost of an annua l audit p e r f o r m e d  by 
the auditor.

Sec. 3 7 . 0 6.130 appoints the a t t o r n e y  g e n e r a l  as legal 
counsel to the state auditor but p e r m i t s  the a u d i t o r  to 
e mploy i n d e p e n d e n t  legal counsel to b e t t e r  serve the needs 
of the office. The section also r e q uires  the a u d i t o r  to 
r e por t ille gal conduct to the a t t o r n e y  g e n e r a l  for 
prosecution.

Sec. 37. 06.140 r e q u ires the state a u d i t o r  to c o m p l y  w i t h  the 
A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62).

Sec. 37.06.15 0 p e r m i t s  the l egis l a t u r e  to r e m o v e  the auditor 
for case.

Sec. 37.06.200 defines various terms u s e d  in the chapter.
T he change in some definitions requ ires c o n f o r m i n g  changes 
in statutes o u tsi de the chapter. F o r  example, the bill uses 
the term " m a n a g e m e n t  and p r o g r a m  audit" for " o p e r a t i o n a l  and 
p e r f o r m a n c e  audit."

S e c t i o n  2 p e r m i t s  the department of e d u c a t i o n  to contract 
w i t h  an ind epe n d e n t  outside auditor to p e r f o r m  audits on 
school districts that have r e c e i v e d  state f u nding  for c o n­
str u c t i o n  projects. The section r e q u i r e s  the audits to c o n­
form  to standards a d o p t e d  by the state auditor.

S e c tion 3 p e r m i t s  the c o mmissio ner of e d u c a t i o n  or the b o a r d  
of e d u c a t i o n  to c o n t r a c t  w i t h  an i n d e p e n d e n t  o u tside auditor 
to p e r f o r m  audits of a school dis trict's p u b l i c  school f o u n­
dation money. The s e c t i o n  r equires the audits to c o n f o r m  to 
standards a d o p t e d  b y  the state auditor.

Se ction 4 require s the annual audits p e r f o r m e d  on r e g iona l 
h o u s i n g  a u th orities to c o n form to the audit standards 
a d o p t e d  b y  the state auditor.

Sections 5 and 6  r e q u i r e  the annual audits of the A l a s k a  
H o u s i n g  F i nance C o r p o r a t i o n  to c o n f o r m  to audit standards 
a d o p t e d  b y  the state auditor.

S e c tion 7 r e q uires the annual audit of the L e g i s l a t i v e  
Council to c o n f o r m  to audit standards a d o p t e d  b y  the state 
auditor.
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Section 8 limits the power  of the L e g i s l a t i v e  Budget and 
A u d i t  C o m m i ttee to p r e s c r i b e  p r o c e d u r e s  for p o s t - a u d i t  f u n c­
tions or to p r o v i d e  for annual post audits. The bill gives 
those functions to the state auditor.

Section 9 directs the L e g i s l a t i v e  B u dget and A u d i t  Committee 
to p r o v i d e  for an annual audit of the state auditor.

Section 10 changes the duties of the L e g i s l a t i v e  Budget and 
Audit C o m m itt ee to reflect the change of p o w e r  from the l e g­
islative auditor to the state auditor. The sectio n also 
substitutes n e w  terms for old terms.

Sections 11 and 12 m a k e  changes to r e f l e c t  that the state 
auditor w i l l  be p e r f o r m i n g  functions n o w  p e r f o r m e d  by the 
legislative auditor.

Section 13 adds the state auditor to the list of persons 
exempt from i n v e s t i g a t i o n  b y  the Office of the Ombudsman.

Section 14 substitutes the state a u d ito r for the legislative 
auditor.

Section 15 requires the annual audit of a m u n i c i p a l i t y  to 
c o nfo rm to audit standards a d o p t e d  b y  the state auditor.

Section 16 substitutes the state a u dito r for the legislative 
auditor and requires the annual audit of a r e g ional resource 
development aut ho r i t y  to c o n f o r m  to audit standards adopted 
b y  the state auditor.

Section 17 requires the annual audit of the p u blic facility 
pl a n n i n g  fund to c o n f o r m  to audit standards a d o p t e d  by the 
state auditor.

Section 18 substitutes the state auditor for the legislative 
auditor.

Section 19 re quires state agencies to h a v e  their financial 
records a u d ited annua lly be an i ndependen t outs ide auditor 
in conformance w i t h  standards a d o p ted by the state auditor.

Section 20 requires the annual audit of the A l a s k a  Resources 
C o r p o r a t i o n  to con form to audit standards a d o p t e d  by the 
state auditor. The section also substitutes the state a u d i­
tor for the legislative auditor.
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S e cti on 21 permits the L e g i s l a t i v e  Budget and A ud it C o m m i t­
tee to r e q u e s t  the state auditor to audit the A l a s k a  P e r m a­
nent Fund. The c o m m ittee current ly has a u t h o r i t y  to provide 
for the audit.

S e cti on 22 requires the annual audit of the financia l state- 
m e n t  of the p e r m a n e n t  fund c o r p o r a t i o n  to c o n f o r m  to audit 
standards a d o p t e d  b y  the state auditor.

S e c t i o n  23 m a k e s  the c o m p e n s a t i o n  f ixed by law for the state 
a u d itor the e x c l usive co mpen s a t i o n  for that officer.

S e c t i o n  24 excludes the state auditor f r o m  coverage of the 
state p e r s o n n e l  act and fr om laws r e l a t i n g  to hours of work, 
leave, overtime, and travel allowances.

S e c t i o n  25 exempts the state auditor f r o m  the laws relating 
to leaves of absence.

S e c t i o n  26 adds the employees of the O ffice of State A u d itor 
to the list of state employees in the exempt service.

S e cti on 27 adds the state auditor to the list of state 
officers r e q u i r e d  to file income statements u n d e r  the 
c onflict of interest laws.

S e c tion 28 adds the state auditor to those r e q u i r e d  to 
r eport f i n a ncial interests and directs that if the auditor 
fails to file, salary and expenses due after that date are 
forfeited. F a ilure to file is a misdemeanor.

S e c t i o n  29 substitutes the state auditor for the legislative 
a u d i t o r .

S e cti on 30 requires  that the annual p e r f o r m a n c e  audit of the 
A l a s k a  R a i l r o a d  c o n f o r m  to audit standards a d o p t e d  by the 
state a u ditor except as s p e cifica lly p r o v i d e d  in the s e c­
tion. The s e cti on also substitutes the state auditor for 
the legislat ive audit division.

S e c tion 31 substitutes the state auditor for the Legisl a t i v e  
Budget a n d  A u d i t  Committee. The section also requires the 
audit of the A l a s k a  City De velo p m e n t  C o r p o r a t i o n  to conform 
to audit standards a d o p t e d  by the state auditor.

S e cti on 32 substitutes the state auditor for the legislative 
audit division.
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Section  33 requires the director of the office of m a n a g e m e n t  
and budget to instruct the 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  to 
w i t h h o l d  funds to an e n t i t y  that has f a i l e d  to corre ct an 
audit w h e n  d i r e c t e d  b y  the state a u d i t o r  u n d e r  Sec.
37.06.060.

Section  34 require s the annual audit of the h o u s i n g  a s s i s­
tance r e v o l v i n g  fund in the D e p a r t m e n t  of C o m m u n i t y  and 
R e g i o n a l  Affairs to c o n f o r m  to audit standards a d o p t e d  b y  
the state auditor.

Section 35 directs the state a u d i t o r  to select an i n d e p e n­
dent auditor to p e r f o r m  m a n a g e m e n t  and p r o g r a m  audits of 
boards, commissions and a u thoriti es subj ect to sunset 
review. The audit is r e q u i r e d  to c o n f o r m  to audit standards 
a d o pted b y  the state auditor. The s e c t i o n  also substitutes 
the state auditor for the legislative  audit division.

Section 36 substitutes the state a u di tor for the legisl ative 
audit division.

Section 37 su bstitutes the state a u d i t o r  for the l egislative 
audit division. The audit is r e q u i r e d  to c o n f o r m  to audit 
standards a d o p t e d  by the state auditor.

Section  38 substitutes the state a u d i t o r  for the legislat ive 
auditor.

Section 39 requires the annual audit of the A l a s k a  Gas P i p e­
line F i n a n c i n g  A u t h o r i t y  to c o n f o r m  to audit standards 
a d o pted by the state auditor. The s e ctio n also substitutes 
the state a u ditor for the legi sl a t i v e  auditor.

Section  40 r equires the annual audit of the A l a s k a  Power 
A u t h o r i t y  to c o n f o r m  to audit standards a d o p t e d  b y  the state 
auditor. The sectio n also substitutes the state aud itor for 
the legislat ive auditor.

Section  41 r equires the annual audit of the b o n d  b a n k  
author ity to c o n f o r m  to audit standards a d o p t e d  by the state 
auditor.

Section 42 requires the annual audit of the A l a s k a  
Industrial D e v e l o p m e n t  A u t h o r i t y  to c o n f o r m  to audit 
standards a d o p t e d  by the state auditor. The section also 
substitutes the state auditor for the l e g i s l a t i v e  auditor.



Section 43 substitutes the state a u d i t o r  for the legislative 
audit division.

Section 44 provides for the t r a n s i t i o n  from the legislat ive 
auditor to the state auditor.

Section 45 directs a p propriate n a m e  changes to r e flect the 
substitution of the state auditor for the legis lative 
a u d i t o r .

Section 46 repeals various laws r e l a t i n g  to the legislative 
auditor.

Section 47 makes the A c t  e ffective on the first day of the 
"first term of the first state auditor. This m ean s that the 
Act is not effective unless the c o n s t i t u t i o n a l  amendm ent is 
approve d by the v o t e r s .

T C :csh 
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E x a m p l e s  o f  N e e d  f o r  S t r o n g e r  A u d i t  F u n c t i o n

1. D e p a r t m e n t  o f  T r a n s p o r t a t i o n  & P u b l i c  F a c i l i t i e s : G o v e r n o r  

C o w p e r  s a i d  i n  h i s  S t a t e  o f  t h e  S t a t e  a d d r e s s  t h a t  t h e r e  is n o  w a y  

t o  c o r r e l a t e  t h e  S t a t e ' s  b u d g e t  s y s t e m ,  i t s  a c c o u n t i n g  s y s t e m  a n d  

i t s  c a s h  m a n a g e m e n t  s y s t e m .

T h e  G o v e r n o r  a l s o  s a i d  t h a t  D O T P F  h a s  u s e d  i t s  o w n  p r i v a t e  

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

s y s t e m  a n d  " w e  c a n ' t  t e l l  h o w  m u c h  m o n e y  h a s  b e e n  s p e n d  o n  t h e  

( c a p ital) p r o j e c t s  w e  d o  k n o w  ab o u t ,  o r  h o w  m u c h  is a l l o c a b l e  t o  

s t a t e  f u n d s  a n d  h o w  m u c h  t o  f e d e r a l  f u n d s . "

T h e  G o v e r n o r  c o n t i n u e d :  "no o n e  s e e m s  t o  k n o w  h o w  m u c h  o f  a

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

a s  $ 7 8 7  m i l l i o n  d o l l a r s .  I t  c o u l d  a l s o  b e  m u c h  l o w e r . "  ( G o v e r n o r ' s

B u d g e t  M e s s a g e )

2. I n  1985, t h e  D e p a r t m e n t  o f  C o m m u n i t y  & R e g i o n a l  A f f a i r s  f o u n d  

$ 2 5 . 6  m i l l i o n  d o l l a r s  i n  i n t e r e s t  e a r n i n g s  o n  l o a n  p r o g r a m s  w h i c h  

h a d  i n a d v e r t e n t l y  b e e n  m i s s e d  b y  b o t h  t h e  D e p a r t m e n t  o f  R e v e n u e  a n d  

C & RA.

2. U n t i l  r e c e n t l y  t h e r e  h a s  b e e n  n o  a u d i t  r e q u i r e m e n t  f o r  s t a t e  

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

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

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

T i m e s  e d i t o r i a l )

4. I n  1985, it w a s  r e v e a l e d  t h a t  m i l l i o n s  o f  d o l l a r s  in s t a t e  m o n e y  

h a d  b e e n  a w a r d e d  b o r r o w e r s  u n d e r  t h e  A g r i c u l t u r a l  R e v o l v i n g  Lo a n  

F u n d  b u t  m a n y  b o r r o w e r s  h a d  n o t  s i g n e d  p r o m i s s o r y  n o t e s  cor the 

m o n e y .  ( A n c h o r a g e  T i m e s  story) ,



R e c o m m e n d e d  c h a n g e s  t o  S B  65 b y  S e n a t o r  K e l l y :

A. O n  p a g e  1, l i n e s  24, 26 a n d  28, t h e  b i l l  c a l l s  f o r  a n n u a l  

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

t o  m e e t  a n d  m a y  r e s u l t  i n  e x c e s s i v e  a u d i t  co s t s .  " A n n u a l "  s h o u l d  b e  

d e l e t e d  a n d  t h e  f r e q u e n c y  o f  a u d i t s  l e f t  t o  t h e  d i s c r e t i o n  o f  t h e  

A u d i t o r .

B. O n  p a g e  8, l i n e  18, i n c l u d e  t h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  

A g r i c u l t u r e  B a nk. T h e  L a b o r  & C o m m e r c e  C o m m i t t e e  h a s  r e c e n t l y  h e l d  

h e a r i n g s  o n  t w o  b i l l s  r e l a t i n g  t o  C F A B  a n d  d i s c u s s e d  t h e  i s s u e  of  

t h e  c o s t s  o f  a u d i t s  o f  t h e  b a n k .

C. O n  p a g e  15, l i n e s  13, 17, a n d  20, c h a n g e s  h a v e  b e e n  m a d e  t o  t h e  

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

P e r m a n e n t  F u n d .  T h e s e  c h a n g e s  m a y  b e  i n a p p r o p r i a t e  a n d  t h e  

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

D. O n  p a g e  23, l i n e  12, t h e  b i l l  w o u l d  d e l e t e  l a n g u a g e  c a l l i n g  f o r  a 

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

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

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

q u a l i f i e d  p r o f e s s i o n a l s  b y  t h e  A u d i t o r .

O n  p a g e  3, l i n e  6, a f t e r  " a c c o u n t a n t s " ,  a d d  " c e r t i f i e d  i n t e r n a l  

a u d i t o r s  o r  c e r t i f i e d  m a n a g e m e n t  a c c o u n t a n t s " .

O n  p a g e  8, l i n e  13, d e l e t e  "and", a d d  a c o m m a ;  a n d  a f t e r  

" c e r t i f i e d  i n t e r n a l  a u d i t o r s "  a d d  " a n d  c e r t i f i e d  m a n a g e m e n t  

a c c o u n t a n t s " .  O n  p a g e  8, l i n e  12, d e l e t e  "and", a d d  a c o m m a ;  on  

l i n e  13, f o l l o w i n g  " c e r t i f i e d  i n t e r n a l  a u d i t o r s " ,  a d d  " c e r t i f i e d  

m a n a g e m e n t  a c c o u n t a n t s " .
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State mishandles
I i  >

$3 million in loans
by Hany MeFarhnd
Time* Burinew Wrfcir

Nearly five years after the state is­
sued Its first loan to a Delta Junction 
barley farmers' cooperative, papers 
have yet to be signed to legally obligate 
the group to repay loans now totaling 
about $3 million.

Those unsigned notes are just one 
'example of the faulty accounting 
•methods and mishandled loan pack­
ages plaguing a $52-m!lllon loan pro­
gram, according to official documents. ' 
State officials say /those problems 
could threaten Alaska's legal position 
should they need to Initiate foreclo­
sures on any o f the loans.

plan that would forgive the parcel-pur- 
chase and land-clearing loans on the 
second phase of the Delta project if the 
farmers give up their rights to farm. It 
validates acknowledgement that fore­
closures to recover a portion of the 
state's Investment may be common­
place among the 276 borrowers.

Last year, the state foreclosed on 13 
Delta I I  fanners.

"We are trying to come to grips with 
the problems," said James Barnett, 
deputy commissioner of the Depart­
ment o f Natural Resources. "We have 
to realize that we have to take losses. 
Some farmers are going have to go into 
default."

Assistant Attorney GeneralAmong the 276 borrowers of the 
Agricultural Revolving Loan Fund, 48.6!, Travostlno, who has been assigned to 
■percent were delinquent.-With, p a y ^  help, Division o l Agriculture officials 
ments, according to-.V.riTfyfrton o f . correct discrepancies In loans, said sig- 
Agricuture report for August- natures from Alaska Farmers Coope-

State o/fkdab thljjwieekpresented a rative directors won’t be affixed to the

documents fo r some time. ■
"They don’t have any way to pay. 

They don't make enough money," Tra- 
vostino said.

Payment will be "tough," acknowl­
edged Adrian Fredericks, cooperative 
manager since 19S0, because "there ' 
aren't enough acres In production to 1 
keep a facility like this running.”  

Fredericks said that annual pay­
ments are being made to the agricul­
ture division, but they are not full pay­
ments. ■ _

The cooperative’s grain elevator! 
has the capacity to handle 60,0CD to' 
70.000 acres o f grain production, Fre­
dericks said, but only 12,000 to 13,000; 

Joan '' acres are yielding crops. „  •
~J “  "  "There’s no way that the coop e rt-^ / 

tlve would be able to service the debt,”  r - . 
hesald. „

The paper trail that details years o f ' 
See Mishandled, page A-12

Sheffield axes Susitna funds;; 
backers say dam will proceed

i •#' ’ ♦* k. . '* ThwwpNUfcrHwiiwMH

t- M ontesson school ' • • : '
Bobby Walker stacks counting rods recently during a class at Children's Montes- 
«orl School In Chugiik. Marla MnntejioiJ-jQStgllilt-jpLlhg-ikSiiua—bdiat^dJlaal.

. by Debbie Reiawand■pmm Wrtur
•• Conspicuously absent from Gov. Bill 
Sheffield's 12.6 billion budget fo r 1067, 
released Friday, were funds for the Su­
sitna hydroelectric project. But propo­
nents say the licensing process can 
continue without any more state dol­
lars.

"Receiving money this year would 
, have made the process easier down the 
f road, but I think we a ll understand 
there Isn't the money right now," said 
David Gottsteln, spokesman for Alas­
kans for Statewide Energy Solutions, •  
group backing development of Rallbclt 
hvdroplrclHr rinnn "We'll he hnrm- It

' ment fund," Gottsteln sold.
Sheffield said he Intends to Intro­

duce legislation to do Just that.
"We plan to return the money to the 

fund and continue with the FERC 
(Federal Energy Regulatory Commis­
sion) licensing process," the governor 
said.

In 1984, the legislature passed what 
Is known as a continuing appropriation. 
The legislation required lawmakers to 
set aside $200 million each year for de­
velopment o f the Susitna project, as 
well as $50 million for the Bradley Lake 
hydro project.

This fa ll, however, two public Inter-
fpt

An Anchorage Judge agreed with the 
groups' legal argument nnd tossed out 
the continuing appropriation.

That threw Into limbo the hundreds 
of millions of dollars already set aside 
for Susitna. Sheffield on Friday said he 
has a three-point plan fo r developing • 
the dam, which Includes returning the, 
money already earmarked for Susitna. 
to the power development fund. • 

“ After we've renppropriuted that 
money, we need a mechanism through' 
legislation where we can put the inter­
est derived from the fund buck into the 
fund each year," Sheffield said,

“ The third thinr we need this year In



Continued from page A-I
error-plagued accounting proce­
dures was first revealed by a 19SC 
audit that examined a 51 million 
loan Issued to the cooperative 
without any signed loan papers. 
The loan was issued to build the 
gr.'lnelevatorat Delta Junction.

A confidential state ombuds­
man's report written this sum­
mer and obtained by The Times 
revealed the problems In the Di­
vision of Agriculture's loan pro­
gram, and, specifically, the lack 
of documentation on the coopera­
tive's loans.

' Division of Agriculture Direc­
tor Bill Heim admitted problems 
In the agency, but said he has 
been short o f personnel that 
would help keep the loans In 
order.

The ombudsman's report fur­
ther revealed that one of the coo­
perative's loans never has had a 
principal nor repayment terms 
agreed to by the group or the 
agriculture division.

" I  guess I can't answer why 
they weren’t signed,”  Fredericks 
said.

Neither appai m tly can 
anyone else.

The officials who ran the Dlvl- 
' slon of Agriculture In I960 and 

1981 were replaced when Gov. 
Bill Sheffield was elected to of­
fice, Only John Katz, Depart­
ment o f Natural Resources com­
missioner, was retained by Shef­
field, and he now runs the gover­
nor's Washington, D.C., office.

In 1982, auditors found that 23 
loans had been outhorized and 
more than $5 million disbursed 
without official loan documents. 
Katz told Legislative Budget and 
Audit Director Gerald Wllkerson 
that letters o f Intent were 
executed to outline terms o f the 
notes, but the farmers' coopera­
tive apparently slipped through 
the cracks.

Travostlno said the coopera­
tive's four unsigned notes, as 
we'l as those o f other borrowers, 
havs forced the board to tighten 
loan procedures, especially to 
those who keep returning for 
funds.

Barnett said the state will 
have to begin taking a more fo­
cused approach to forcing farm ­
ers to meet the obligations.

"A lot of money was sent in a 
lot of places during the early 
’80s,”  Barnett said. "A lot of the 
Investment was too speculative.”  

" I  think In the past," said T ra­
vostlno, "the loan board was not 
concerned with the delinquen­
cies, because they were so busy 
handing out money."

State auditors say that -18 6 
percent of the state’s 787 farming 
loans are delinquent, while the 
Division of Agriculture says only 
35 percent are delinquent. The

13.6 percent difference Is a mat-1 
ter of semantics. j

Helm said auditors mark a 
' loan delinquent and due wben a 

current month's payment Is past 
due. The loan fund says a note is 
delinquent when It hasn't been 
paid on its maturity date.

Della Junction farmers have 
. borrowed 46 percent, or $22.8 mil­
lion, o f the total outstanding 
loans, according to agricultural 
division records. Auditors say 
513.5 million in loans are delin­
quent, a rate of 25.8 percent; the 
loan board says 17.2 percent are 
late.

In the Delta Junction area, 98 
borrowers account fo r a total 364 
loans; 21 farmers have been re­
ferred to the Department of Law 
fo r collection.
■ The Matanuska Valley farm ­
ers are not much better off. as 
they account fo r about 21 of 77 
farmers in that area who have 
been referred to the law depart­
ment. Auditors say nearly 26 per­
cent o f the Matanuska loans are 
delinquent, while the agriculture 
division says delinquencies are 17 
percent.

A 1984 legislative audit reiter­
ated criticisms detailed In earlier 
reviews, which had found numer­
ous discrepancies in agricUtura! 
division loan handling proce­
dures. The auditors found :ne 
J160.000 mistake In Interest ac­
crual, and had to correct more 
than 150 loan account errors.

More staff and thorough ac­
counting may be the only an­
swers, state officials say. Both 
Barnett and Travostino note Liat 
a receding revenue picture could 
darken any hope that the state 
will be able to keep pouring 
money into agricultural projects, 
hire needed loan examiners, ac­
counting staff and attorneys to 
ensure tighter control on the mo­
nies.

“ We have to make the farm ­
ers successful without putting 
any more money in,”  Barnett 
said.

Legislative auditors In 1960 
first began hammering at the 
agriculture officials to dea r up 
discrepancies in its loan proce­
dures.

Among the recommendations 
were:

•  The Department of Natural 
■Resources should Improve its 
procedures fo r disbursing loan 
funds. The recommendation 
came from a "special review" of 
the 51 million allocation to build 
grain storage facilities at Delta 
Junction.

The funds were issued to the 
Alaska Farmers Cooperative, 
but auditors found that the "Inan 
agreement was never executed, 
and ulthough the Coop Is volun­
tarily complying with some of 
the conditions . . .  it is not meet­
ing the more important condi-



tlons regarding Investment capi­
ta] and operating losses."

Auditors recommended the 
state iorce the cooperative to 
sign loan payments, and the agri­
cultural division should monitor 
the group’s "activities to ensure 
that the provisions of the agree­
ment are being carried out."

•  Apparently a loan agree­
ment of JS2.000 was executed im­
properly fo r the amount of 
*174,000. The auditors recom­
mended that that be changed to 
reflect the proper amount of 
money loaned. r -.

Yet, more than two years 
later, ag rru ltu re  division proce­
dures remained In disarray. A le­
gislative audit fo r fiscal 19S2 
found auditors recommending 
that “ ARLF should ensure loan 
notes are properly executed" 
after they found the 23 loans is­
sued without legally binding 
documents.

• s
The la c k 'o f documentation 

left auditors to conclude that, " I f  
the notes are not complete with 
the amount of the loan, issue 
date, interest ra le , repayment 
terms, and maturity date, and a 
notarized signature of the bor- 
rrower, the collectibility of the 
loan may be Jeopardized.

“ For example," the auditors 
continued. “ ARLF presently has 
plans to foreclose on a loan for 
which the note has no stated re­
payment terms o r maturity date. 
The borrower has departed from 
Alaska. A R l.F  may have difficul­
ties foreclosing on this loan due 
to the incomplete note.”

Auditors also said they found 
five delinquent loans that

weren't shown by division staff 
to be in that status. "This was 
due to the staff being Informed 
that loan extension andor rea- 
mortizatlon agreements were In 
process," auditors said. "How­
ever, no written agreements 
were ever executed with the bor­
rowers."

The 1962 audit also revealed:
•  A loan for $40,000 denied by 

the ARLF board was subse­
quently issued by agricultural di­
vision staff.

•  A loan Issued for an amount 
different from the amount ap­
proved by the b'vtrd.

•  Two loans totaling $43,(XX) Is­
sued with no record of board ap­
proval. •

Alaska statutes required that 
any loans In excess of $25,000 be 
approved by the loan board and 
the natural resources commis­
sioner.

In December 1984, the audi­
tors once again reported m ajor 
discrepancies and laxity in the 
agriculture division, and Issued 
several recommendations to 
tighten up the purse strings.

Among the findings, the audi­
tors found that bank accounts 
were not reconciled, borrowers' 
controlled accounts were not 
kept in check which allowed bor­
rowers to spend funds on inap­
propriate equipment, and Inter­
est accruals were reported erro ­
neously. One mistake In Interest 
totaled $160,000.

The auditors reported they 
had to make adjustments on In­
terest accruals fo r more than 150 
accounts.
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.-•ht *i'V >. •
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S t a t e s  w i t h  " S t a t e  A u d i t o r " ,  o r  s i m i l a r l y  t i t l e d  o f f i c i a l

32 T o t a l

A l a b a m a ,  S t a t e  A u d i t o r  
A r i z o n a ,  A u d i t o r  G e n e r a l  
A r k a n s a s ,  S t a t e  A u d i t o r  
C a l i f o r n i a ,  A u d i t o r  G e n e r a l  
C o l o r a d o ,  S t a t e  A u d i t o r  
C o n n e c t i c u t ,  A u d i t o r s  o f  A c c o u n t s  
D e l a w a r e ,  A u d i t o r  o f  A c c o u n t s  
F l o r i d a ,  A u d i t o r  G e n e r a l  
G e o r g i a ,  S t a t e  A u d i t o r  
I l l i n o i s ,  A u d i t o r  G e n e r a l  
Iowa, A u d i t o r  o f  S t a t e  
K e n t u c k y ,  A u d i t o r  o f  P u b l i c  A c c o u n t s  
M a i n e ,  S t a t e  A u d i t o r  
M a s s a c h u s e t t s ,  S t a t e  A u d i t o r  
M i n n e s o t a ,  S t a t e  A u d i t o r  
M i s s o u r i ,  S t a t e  A u d i t o t  
N e b r a s k a ,  A u d i t o r  o f  P u b l i c  A c c o u n t s  
N e w  M e x i c o ,  S t a t e  A u d i t o r  
N o r t h  C a r o l i n a ,  S t a t e  A u d i t o r  
N o r t h  D a k o t a ,  S t a t e  A u d i t o r  
Oh io, S t a t e  A u d i t o r  
O k l a h o m a ,  S t a t e  A u d i t o r  & I n s p e c t o r  
P e n n s y l v a n i a ,  A u d i t o r  G e n e r a l  
R h o d e  I s l a n d ,  A u d i t o r  G e n e r a l  
S o u t h  C a r o l i n a ,  S t a t e  A u d i t o r  
T e x a s ,  S t a t e  A u d i t o r  
U t a h ,  S t a t e  A u d i t o r  
V e r m o n t ,  A u d i t o r  o f  A c c o u n t s  
V i r g i n i a ,  A u d i t o r  o f  P u b l i c  A c c o u n t s  
W a s h i n g t o n ,  S t a t e  A u d i t o r  
W i s c o n s i n ,  S t a t e  A u d i t o r  
W y o m i n g ,  S t a t e  A u d i t o r
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ANALYSIS

Assumptions:

1. Financial compliance audits performed upon school boards, municipalities, independent 

State authorities, banks or quasi-cnrporations, as required by this law, shall be 

paid for by the auditee.

2. Financial compliance audits performed in item (1) will be performed by certified 

public accountants licensed in the State.

3. Performance, management and program audits to be performed on independent State 

authorities or quasi-corporations will be done by the State Treasurer.

4. The FY 86 budget level of the Legislative Audit Division, including appropriate 

inflation adjustments ($2,569,400) through 1988, will be combined with other budgets 

listed in item 6 to fund the State Treasurer organization.

5. Management and program audit requests by the Governor, Legislative Budget and Audit 

Committee or the Chief Justice of the Supreme Court will not increase above the FY 84 

audit request activity.

6. Budget levels of the respective executive branch internal audit groups, approximating 

$2,200,000, including appropriate inflation adjustments, will be transferred to the 

elected treasurer organization in 1988, are adequate to meet their respective audit 

mandates and will be adjusted for inflation through the date of transfer. These 

groups are presently part of CRA, DEC, 0MB, D0TPF, Labor, HSS, and DOA.
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IN THE SENATE B Y  THE J U D I C I A R Y  COMMITTEE

CS FOR SENATE BILL NO. 65 (Judiciary)

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

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

A BILL

For an Act entitled: "An Act p r o v iding for a state auditor; establishing

the state auditor's p owers and duties; abolishing the 

legislative audit division; and p r o v i d i n g  for an 

effective date."

BE IT ENAC TED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 37 is a m en ded by adding a n e w  chapt er to read:

C H A P T E R  06. STATE AUDITOR.

Sec. 37.06.010. QUALI FICATIONS. The state auditor shall have 

m a n a g e m e n t  experience. If the state audito r does not have at least 

five years of p ub lic sector m a n a g e m e n t  and o r o e r a m  audit experience, 

the audi tor shall appoint a deputy state auditor w h o  m e e t s  that r e­

quirement. The state auditor shall

(1) hold a v a l i d  cert if i c a t e  u n d e r  AS 08.04.100 as a cer- 

rified p ublic accountant;

(2 ) be a ce rtified internal a u ditor and a m e m b e r  in good 

standing of the Institute of Internal Auditors; or

(3) be a c e r t ified m a n a g e m e n t  a c c o u n t a n t  and a m e m b e r  in 

good standing of the Institute of C e r t i f i e d  M a n a g e m e n t  Accountants.

Sec. 37.06.020. POWERS AND DUTIES. (a) The state auditor

appointed u n d e r  art. IX, sec. 18 of the state constitution, shall

(1 ) r e v i e w  the c ompliance audits of the accounts of all 

state agencies;

(2 ) r eview the compli ance audits of the accounts of m u n i c i­

palities u nder AS 29.35.120;

-1- < CSSB 6 5 ( Jud)
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(3) r e v i e w  the complia nce audits of the accounts of school 

districts in the state u n d e r  AS 14.11.12.5 and AS 14.17.190;

(4) p r o v i d e  for m a n a g e m e n t  and p r o g r a m  audits and i n v e s t i­

gations w h e n  r e q u i r e d  b y  the governor, the L e g i s l a t i v e  Budget and

A u d i t  Committee,  or the chief j u s tice of the supreme court;

(5) p r o v i d e  for m a n a g e m e n t  and p r o g r a m  audits of boards and

c o mmi ssions d e s i g n a t e d  in AS 08 .03.010 and AS 44.66.01 0 and of the

program s and a c t i v i t i e s  subject to t e r m i n a t i o n  u n d e r  AS 44.66.020 and 

44.66.030, and submit the report to the l e g i s l a t u r e  no later than the 

first day of the r e g u l a r  session of the l e g i s l a t u r e  convening in the 

year d e s i g n a t e d  in AS 08.03.010 and AS 44.66 as the termination year 

for the board, commission, or program;

(6 ) p r o v i d e  for m a n a g e m e n t  and p r o g r a m  audits of each state 

frr ' agency not d e s i g n a t e d  u n d e r  AS 0 8.03.010 or AS 4 4 . 6 6 . 0 1 0  at least once

in each t h r e e - y e a r  period;

(7) r e v i e w  the compliance audits of all statements of

financial c o n d i t i o n  of the state g o v e r n m e n t  and agencies of state

g o v e r n m e n t ;

(8 ) r e p o r t  i m mediately to the governor, the attorney g e n­

eral, and the L e g i s l a t i v e  Budget and A u d i t  C o m m i t t e e  anv unauthorized, 

illegal, irregu lar, or u n s a f e  h a n d l i n g  or e x p e n d i t u r e  of state money,

or ot her i m p r o p e r  p r a c t i c e  of f inan c i a l  adm inistration , and ob-

\
struction of the state auditor d uring the conduct of an audit or

i n v e s t i g a t i o n ;

(9) a s s i s t  state agencies, m u n i c i p a l i t i e s ,  and school

districts in e s t a b l i s h i n g  or improving their a c c o u n t i n g  systems;

( 1 0 ) k e e p  accoun ts showing the costs of audit operations and 

of each audit and inv est i g a t i o n  conducted, and other accounts n e c e s­

sary for a d m i n i s t r a t i o n  of the state a u d i t o r ' s  office.
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, (b) The state auditor may

i,
 ̂  ̂ p r o v i d e  for an i n v e s t i g a t i o n  of a m a t t e r  related to

^  jr
,̂'ir' < s t a t e  finance or operations; and

(2 ) inves t i g a t e  and e x a m i n e  the conduct of officers w h o  are

a u t h o r i z e d  to receive, collect, or disburse m o n e y  for the state, or

who m a n a g e  or control property  b e l o n g i n g  to the state or in w h i c h  the

state is interested, or w h o  make e s t i m a t e s  or records that are us ed as

a b a s i s  b y  a state a gency  in the d i s b u r s e m e n t  of p u b l i c  money.

, Sec. 37.06.030. EMPLOYEES. T h e  state auditor m a v  employ staff

I n e e d e d  to carry out the duties of t h e  office. Q u a l i f i e d  professionals

m ay b e  e m p loyed on a temporary b a s i s  for special assienments. E m p l o y­
in' 5

ees of the of fice of the state a u d i t o r  are m e m b e r s  of the exempt 

service u n d e r  AS 39.25.110.

Sec. 37.06.040. A C CES S TO R E C O R D S  A N D  TESTIMONY. (a) The state 

a u dit or has access at all times to records, accounts, reports, v o u c h­

ers, corre spondence, files, books, m o n e y ,  and property, w h e t h e r  c o n f i­

dential or not, of every state agency, m u n i c i p a l i t y  or school district 

subject to the audit and i n v e s t i g a t i v e  au thority of the state auditor. 

An o f f i c e r  or employee of a state a g ency who p o s s e s s e s  or controls 

r e cords or p r o p e r t y  shall permit a c c e s s  to and e x a m i n a t i o n  of them 

upon the r e quest of the state a u d i t o r  or an agent a u t h o r i z e d  by the 

state a u dit or to m a k e  the request.

(b) The state auditor mav r e q u i r e  informat ion on oath from a 

p e r s o n  r e g a r d i n g  m a tters  relating to an account that the state auditor 

is a u t h o r i z e d  to audit. The state a u ditor m a v  summon a person to 

a ppea r and to give testimony or a n s w e r  int err o g a t o r i e s  under oath 

r e s p e c t i n g  audit matters.

Sec. 37.06.050. A U D I T  AND I N V E S T I G A T I O N  PEPORTS. (a) Upon 

c o m p l e t i o n  of each audit or i n v e s t i g a t i o n  under this chapter, the
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au ditor or i nves t i g a t o r  shall p r e p a r e  a report containing findings and 

re c o m m e ndation s. The state a u ditor shall r e v i e w  reports that are not 

p r e p a r e d  b y  the state auditor to deter mine accuracy, c o m p l e t e n e s s , and 

c o m p l i a n c e  w i t h  audit standards. If the state auditor finds that a 

report is inaccurate, incomplete, or fails to comply w i t h  audit stan­

dards, the state a u dit or shall r e t u r n  it to the auditor or i n v e s t i g a­

tor w h o  p r e p a r e d  it and to the agency, municipality, or school d i s­

trict c o n c e r n e d  together  w i t h  a n o t i c e  of deficiencies. The auditor 

or i n v e s t i g a t o r  shall correct the r e port and resu bmit it to the state 

a u d i t o r .

(b) If the state auditor approves a report or a corrected r e­

port, the auditor or i n vestigator  shall furnish a copy of the report

and the n otice of approval to the governor, the legislature, the state 

auditor, and to the head of the agency, municipality, or school d i s­

trict concerned. Unless a report is b a s e d  on or contains information 

m a d e  c o nfidentia l b y  law or p r o t e c t e d  by the right to privacy e s t a b­

lished in art. I, sec. 22, C o n s t i t u t i o n  of the State of Alaska, the

state auditor shall release the report to the public.

(c) If the auditor or i n v e s t i g a t o r  fails to correct the report,

the state audito r shall disapp rove the report. If the state auditor

disapproves a report concerni ng an agency, the state auditor shall 

n o t i f y  the a gency h e a d  and the governor, chief justice of the supreme 

court, L e g i s l a t i v e  Council, or Board of Regents. The auditor or 

i n v e s t i g a t o r  shall furnish a copy of the r eport  to the governor, the

legislature, the state auditor, and to the hea d of the agency, m u n i c i­

pality, or school district concerned. If the state auditor d i s a p­

proves a report c oncer ning a m u n i c i p a l i t y  or a school district, the

state auditor shall n o t i f y  the g o v e r n i n g  b o d y  and shall serve a notice 

of intent to w i t h h o l d  funds u nder AS 37.06.060 on the governing bodv.
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(d) The state auditor shall p r e p a r e  and submit to the l e g i s l a­

ture an annual report of acti vities, s u mmarizing the findin gs and 

r e c o m m e n d a t i o n s  of each audit and i n v e s t i g a t i o n  r eport and p r e s e n t i n g  

other findings and r e c o m m e n d a t i o n s  c o n s i d e r e d  necessary.

Sec. 37.06.060. R E V I E W  OF REPORTS. (a) U p o n  r e c e i v i n g  an 

a p p r o v e d  audit or i n v e s t i g a t i o n  r e p o r t  u n d e r  AS 37.06.050, the h e a d  of 

the a ge ncy ox the governing b o d y  of the m u n i c i p a l i t y  or s c hool d i s­

trict conc erned shall r e v i e w  the r eport  and de termine the m e a su res 

n e c e s s a r y  to correct the d e f i c i e n c i e s  identified. W i t h i n  30 days 

after r e c e i v i n g  the report, the a g e n c y  head or the g o v e r n i n g  body 

shall file w i t h  the state a u d i t o r  a w r i t t e n  respo nse setting out the 

corre c t i o n s  proposed. The r e s p o n s e  m a v  dispute the findings of the 

a u ditor or investigator. The state a u d itor shall r e v i e w  the response. 

If the state auditor approves the response, the state auditor  shall 

n o t i f y  the a gency or gover ning b o d y  of the approval.

(b) If the state auditor d i s a p p r o v e s  an audit of a m u n i c i p a l i t y  

or school district under AS 3 7 . 0 6 . 0 5 0  or the resp onse of a m u n i c i p a l i­

ty or school district, the state  auditor shall serve a n o t i c e  of 

intent to w i t h h o l d  funds on the g o v e r n i n g  body. The n o t i c e  shall 

i n f o r m  the g o v e r n i n g  body of the

(1 ) inaccuracy, o m i s sion, or n o n c o m p l i a n c e  w i t h  audit 

standa rds of a report; or

(2 ) deficiencies i d e n t i f i e d  by an approved report for w h i c h  

the g o v e rning b o d y  has failed to p r o p o s e  adeou ate correcti ons and 

shall identify methods for m a k i n g  the corrections.

(c) A fter  service of the n o t i c e  of intent to withhold funds, the 

g o v e r n i n g  bod y m a y  reciuest a h e a r i n g  u nder AS &4.62 (Administrative 

P r o c e d u r e  Act). In addition, the g o v e r ning b o d y  may r e qu est an 

informa l conference w i t h  the state auditor. If a conferenc e is
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requested, the state auditor shall p o s t p o n e  the h e a r i n g  u n t i l  the c o n­

ference is adjourned.

(d) If, after a hearing, the state auditor finds that the a u d i­

tor or i n v e s t i g a t o r  has failed to c o r r e c t  the repo rt or the governing

b o d y  has failed to adopt an a d e qua te p l a n  to correct deficiencies, the 

state a u d i t o r  m a y  order that state funds be w i t h h e l d  from the m u n i c i­

pal i t y  or school district for a p p r o v e d  school c o n s t r u c t i o n  projects 

under AS 14.11, the public school f o u n d a t i o n  p r o g r a m  und er AS 14.17, 

mu n i c i p a l  t a x  resource e q u a l i z a t i o n  u n d e r  AS 29.60.010 - 29.60.080, 

state aid to m unic i p a l i t i e s  for m i s c e l l a n e o u s  p u r pose s u n d e r  AS 29.- 

60.100 - 29.60.180, or grants to m u n i c i p a l i t i e s  under AS 37.05.315

until the g o v e r n i n g  body adopts an a d e q u a t e  plan. The state auditor

shall c e r t i f y  the findings and order to the director of the office of 

ma n a g e m e n t  and budget. The d i r e ctor shall i mmediately instruct the 

commis s i o n e r  of a d m i nis tration to w i t h h o l d  from dist ri b u t i o n  to the 

m u n i c i p a l i t y  or school district 50 p e r c e n t  of the m o n e y  for that 

fiscal year r e m a ining to be d i s t r i b u t e d  for a p r o g r a m  identified in 

the order. If the legislature suspends the operatio n of any of the 

programs identified in the order and estab l i s h e s  a substi tute p r o gram  

for the p e r i o d  of suspension, the d i r e c t o r  shall instruct the c o m m i s­

sioner to w i t h h o l d  from distr ibution 50 p e rcent of all m o n e y  for that 

fiscal year r e m a i n i n g  to be d i s t r i b u t e d  to the m u n i c i p a l i t y  or school 

district u n d e r  the substitute program.

(e) The governing body of the m u n i c i p a l i t y  or school district 

from w h i c h  funds are w i t hheld m a y  p e t i t i o n  the state auditor to a u­

thorize the release of funds. The state auditor shall a uthorize the 

director of the office of m a n a g e m e n t  and budget to release the funds 

if the state auditor finds that the a u d i t o r  or i n v estigator has c o r­

rected the report or the gov er n i n g  b o d y  has taken adeauate action to
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correct the defi ci e n c i e s  iden ti f i e d  in the report.

Sec. 37.06.070. F O L L O W - U P  A UDITS A N D  I NVESTIGA TIONS. (a) The 

state a u d i t o r  m a y  p r ovide for a f ollow-up audit or i n v e s t i g a t i o n  of a 

m a t t e r  a u d i t e d  or invest igated u n d e r  this chapter. A  follow-up audit 

or i n v e s t i g a t i o n  shall comply w i t h  this chapter.

(b) The state a u ditor shall p r o v i d e  for a follow-up audit or

i n v e s t i g a t i o n  if the initial repor t r e v e a l e d

(1 ) evidence of fraud, abuse, or illegal acts;

(2 ) s u bstantial  n o n c o m p l i a n c e  w i t h  applic a b l e  laws and 

r e g u l a t i o n s ; or

(3) m a t e r i a l  w e a k n e s s e s  in internal  a c c o u n t i n g  controls. 

Sec. 37.06.080. C O N FLICT OF INTEREST. (a) The state auditor

and employees of the state auditor m a y  not serve in ex officio or

other c a p a c i t y  on a board, commission, or other a d m i n i s t r a t i v e  agency 

of state government.

(b) The state audi tor and the p r o f e s s i o n a l  staff of the state

auditor  are subject to AS 39.50 (conflict of interest).

Sec. 37.06.090. A U D I T  STANDARDS. The state auditor shall estab-

X
llish b v  r e g u l a t i o n  standards for c o n d u c t i n g  audits consistent with

tr
n a t i o n a l l y  r e c o g n i z e d  auditi ng standards. To comply w i t h  federal 

regulations, the audit standards may s p e cify separate or particular 

standards a p p l i c a b l e  only to audits of federal grants, aid, or trust 

funds a d m i n i s t e r e d  b y  state agencies. A u d i t  standards established 

under this section g o v e r n  audits c ontract ed for, conducted, or r e­

viewed by the state auditor.

Sec. 37.06.100. A U D I T  C O N DUCT AND RECORDS. (a) W h e n  conducting 

an audit the state auditor may

(1 ) r e quire  the assistance and c ooper ation of all state 

officials and employees;
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(2) ascertain, as n e c e s s a r y  for audit v e r ification, the 

amount of a g ency funds on deposit in any b a n k  as shown on the books of 

the bank; a b a n k  is not liable for m a k i n g  i n f o r m a t i o n  r e q u ired under 

this p a r a g r a p h  a v a i l a b l e  to the state auditor.

(b) The state a u d i t o r  shall k e e p  a complete file of all audit 

reports and othe r r e p orts or r e l e a s e s  issued b y  the office, and a com­

plete file of audit w o r k  p aper s and other r e l a t e d  su ppor t i v e  material 

for each r e p o r t  p r e p a r e d  by the state au ditor's office. The state 

auditor shall also k e e p  a compl ete and accurate r e c o r d  of all fiscal 

transactions i n v o l v i n g  the office. A u d i t  r e cords are confidential 

unless an audit report b a s e d  on the reco rds has b e e n  r e l e ased to the 

public  u n d e r  AS 37.06.050.

Sec. 37.06.1 10. C O N T R A C T  AUDITS. To the g r e atest extent practi- 

cable, the state a u ditor shall contract w i t h  c e r t i f i e d  public accoun-

I

**7 tants licensed u n d e r  AS 08.04 and certified inte rnal auditors to 

conduct financ ial and c o m p l i a n c e  audits. The state audi tor m a y  also 

contract w i t h  p r o f e s s i o n a l  m a n a g e m e n t  and p r o g r a m  auditors w i t h  at 

least three years of p u b l i c  sector m a n a g e m e n t  and p r o g r a m  auditing 

experience to conduct m a n a g e m e n t  and p r o g r a m  audits. A n  audit

conducted u n d e r  this section shall conform to audit standards 

e stab lished by the state auditor.

Sec. 37.06.120. P A Y M E N T  F O R  A N N U A L  AUDITS. A school board,

municipal ity, or i n d e p e n d e n t  state authority, b a n k  or corporation, 

,j including the A l a s k a  R a i l r o a d  Corporation , the A l a s k a  p e r m a n e n t  fund, 

<̂ ^ a n d  the A l a s k a  Commercial F i s h i n g  and A g r i c u l t u r e  B anl^  on w h i c h  the

state auditor p e r for ms an annual audit shall r e i m b u r s e  the state

auditor for the cost of the audit.

Sec. 37.06.130. L E G A L  COUNSEL. (a) The a t t o r n e y  general shall 

advise the state a u ditor in legal m a t t e r s  arising in the discharge of 
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the state a u d i t or's duties and shall, re present the state auditor in 

suits to w h i c h  the state auditor is a party. The state auditor may 

employ i n d e p e n d e n t  legal counsel for p roce e d i n g s  and court actions in 

w h i c h  the a t t o r n e y  g e n e r a l  is repre s e n t i n g  another a gency  of the state 

governme nt or if the state auditor determines that employment of 

independent legal c o u nsel w i l l  better serve the needs of the office of 

the state auditor.

(b) The state a u ditor shall i n form the a t t o r n e y  general in 

w r i t i n g  of the n e e d  for the attorne y general to direct  a prosec ution 

in the n a m e  of the state against a p erson  for an illegal act or o m i s­

sion d i s c o v e r e d  in the course of the state auditor's official duties.

Sec. 37.06.1 AO. PROCEDURE. The state auditor shall adopt r e g u­

lations and conduct h e a r i n g s  u n d e r  AS A 4.62 (Administrative Procedure 

Act) .

Sec. 37.06.150. REMOVAL. The legislature, by a concurrent 

resolu t i o n  adopted b y  a ro ll call vote of two-thirds of the m e m ber s in
j

each house entered  in the journal, m a y  remove or suspend the state 

auditor from office, b u t  only for n e g l e c t  of duty, misconduct, or 

disability.

Sec. 37.06.200. DEFINITIONS. In this chapter

(1) "agency" m e a n s  a department, office, institution, 

corporation, authority, board, commission, bureau, division, or other 

a d m i nistrative unit f o r ming the state government, including  the l e g i s­

lative, executive, and j u d i c i a l  branches of government and the U n i v e r­

sity of Alaska;

(2) " c o m p l i a n c e  audit" means a post audit that determines 

(A) w h e t h e r  the financial statements of an audited

entity p r e sent fairly the financial p o s it ion and the results of

financial o p e r a t i o n s  in accorda nce w ith g e n e r a l l y  accepted
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a c c o u n t i n g  principles; and

(B) w h e t h e r  the enti ty has complied w i t h  laws and 

re g u l a t i o n s  that m a y  have a m a t e r i a l  effect u p o n  the financial 

s t a t e m e n t s ;

(3) "investigat ion" m e a n s  an inquiry into specified acts or

a llegations  of impropriety, m a l f e a s a n c e  or n o n f e a s a n c e  in the obliga-

?//v
<vVa  tion, expenditure, receipt or u s e  of p ublic funds of the state, or

A ''into s p e c i f i e d  financial tr ansa c t i o n s  or p r a c t i c e s  that m a y  involve
i \ 'r l J

f-0
[(/" impropriety, m a l f e a s a n c e  or nonfeasa nce;

(4) "management audit" m e a n s  a post audit that determines

(A) w h e t h e r  the a u d i t e d  entity is m a n a g i n g  and u t i l i z­

ing its resources, i n c l uding personnel, property, and space, 

e c o n o m i c a l l y  and efficiently;

(B) causes of i n e f ficienc ies or uneconomical  p r a c­

tices; and

(C) w h e t h e r  the e nt ity has compli ed w i t h  laws and 

r egulations  concerning m a t t e r s  of economy and efficiency;

(5) " p r o g r a m  audit" m e a n s  a post audit that determines 

w h e t h e r  an agency

(A) is a c h i ev ing the desired results or benefi ts I
|

estab l i s h e d  by the leg is l a t u r e  or other autho r i z i n g  body; and

(B) has c o n s i d e r e d  alternatives that m i ght y i e l d
\

desired results at a lower cost;

(6) "state auditor" m e a n s  the state auditor u nder art. IX, 

sec. 17 of the state constitution.

* Sec. 2. AS 14.11.125(b) is amended to read:

(b) Each b o r o u g h  or city that [WHICH] is a school district shall 

ma i n t a i n  financial records of the receipt and d i s b u r s e m e n t  of state 

funds received u n d e r  AS 14.11.105 - 14.11.135 and m o n e y  provided
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toward local effort. The r e c o r d s  m u s t  [S H A L L ] \ b e  in the f o r m  p r e­

scribed by the department and a r e  subject to a u d itxby it at a n y  time.

T h e  department m a y  contract w i t h  an independent/,,certified p u b l i c  . 
-— ' ^  —  x  .. - ^
a c c o u n t a n t  go p e r f o r m  the audit. The audit shall conform to audit

standards adopted by the state a u d i t o r  u n d e r  AS 37.06.090.

* Sec. 3. AS 14.17.190(b) is a m e n d e d  to read:

(b) Each district shall m a i n t a i n  financial records of the r e­

ceipt and disbursement of p u b l i c  school found ation money and m o n e y  

a c q u i r e d  from local effort. The r e cords  m u s t  be in the form r e o u i r e d  

b y  the commissioner  and are s u b j e c t  to audit b y  the c o m missione r or 

the boar d at any time. The c o m m i s s i o n e r  or the board may c o n t r a c t  

w i t h  an indepen dent certified p u b l i c  a ccoun t a n t  to perform the audit. 

The audit shall conform to audit standards a d opte d bv the state a u d i­

tor u n d e r  AS 37.06.090.

* Sec. 4. AS 18.55.996(i) is a m ended to read:

(i) A  h o using authority c r e a t e d  u n d e r  this section shall have

its financial records audited a n n u a l l v  b y  an independent c e r t ified 

p u b l i c  accountant. The audit shall c o n f o r m  to audit standards a d opted  

b y  the state auditor under AS 3 7 . 0 6 . 0 9 0  [CERTIFIED PUBLIC ACCOUNTANT]. 

T h e  state [LEGISLATIVE] auditor m a y  p r e s c r i b e  the form and c o n tent of 

the financial records of the h o u s i n g  a u t h o r i t y  and shall have access 

to these records at any time.

* Sec. 5. AS 18.56.089 is amended to read:

Sec. 18.56.089. EXECUTIVE B U D G E T  ACT. The operating b u d g e t  of 

the c o r p o r a t i o n  is subject to the E x e c u t i v e  Budget Act (AS 37.07). To 

f u r t h e r  ensure effective budgetary d e c i s i o n  m a k i n g  by the legislature, 

the corpo r a t i o n  shall present a c o m p l e t e  accoun t i n g  of all a sset s of 

the corporation, including, assets o f  the Alaska housing finance r e­

vo l v i n g  fund, to the legislature b y  J a n u a r y  10 of each year. The
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ac c o u n t i n g  shall be audited b y  an i ndependen t certified public a c c o u n­

tant [OUTSIDE AUDITOR] and shall include a full d es cription of all 

m o r t g a g e  loan interest and p r i n c i p a l  r e p a y m e n t s  and p r o gram receipts, 

including m o r t g a g e  loan commi t m e n t  fees, r e c e i v e d  by or accrued to the 

c o r p o r a t i o n  during the p r e c e d i n g  fiscal year, and all income e a rned on

6 assets of the corporation d u r i n g  that period, including earn ings on

7 assets of the state assisted m o r t g a g e  fund. The audit shall conform

8 to audit standards adopted by the state auditor  under AS 37.06.090.

9 * Sec. 6. AS 18.56.200(b) is a m e n d e d  to read:

(b) B y  J a nuary 10 of each year, the b oard shall publish a report

of the c o r p o r a t i o n  for d i s t r i b u t i o n  to the governor, legislature, and 

the public. The report shall b e  w r i t t e n  in easily unde rstandable 

language. The report shall i n c l u d e  a financial statement a u d i t e d  by 

an i n dep endent certified public accountant TOUTSIDE AUDITOR], a s t a t e­

me n t  of c o r p o r a t i o n  investments in m o r t g a g e  loans u nder this chapter, 

i n c l uding an estimate of m arket v a l u e  of the m o r t g a g e  loans, a c o m p a r­

ison of the c orporati on p e i f o r m a n c e  w i t h  the goals of the corporation, 

and the levels of bonding ar.d i n v e s t m e n t  activiti es anticipated in the 

previ o u s  year's report under (c) of this section, and any other i n f o r­

ma t i o n  the b o a r d  believes w o u l d  be of interest to the governor, the 

legislature, and the public. T h e  audit shall c o n f o r m  to audit stan- 

dards adopted b v  the state a u d i t o r  u n d e r  AS 37.06.090. The annual

income statement  and balance sheet of the c o r p o r a t i o n  shall be p u b­

lished in at least one n e w s p aper in each j u d i cial district. The board 

m a y  also p u b l i s h  other reports it considers de sirable to carry out its 

p u r p o s e .

* Sec. 7. AS 2 4 . 2 0 . H O  is amended to read-

Sec. 24.20.140. APPROPRIA TIONS. A p p r o p r i a t i o n s  for carrying out 

AS 24.20.010 - 24.20.140 shall be set forth in the general
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a p p r o p r i a t i o n  bill or in [SUCH] other bills as m a y  be neces s a r y .  The 

council m a y  direct the ex ecu t i v e  dire ctor to transfer amounts from one 

a p p r o p r i a t i o n  to another if the t r a nsfe r is consider ed n e c e s s a r y  to 

a c c o m p l i s h  the w o r k  of the council. The council m a y  not e x c e e d  the 

total amount of the authorize d appropriation. A l l  e x p enditures  of the 

council are subject to an a n n u a l  [INDEPENDENT] audit b y  an i n depe ndent 

c e r t ified  p ublic accountant. The audit shall conf orm to audit s t a n­

dards adopted by the state a u d i t o r  u n d e r  AS 37.Q6.090 TWHICH S HALL BE 

M A D E  A N N U A L L Y ] .

Sec. 8. AS 24.20.201(a) is a m e n d e d  to read:

(a) The Legislat ive B u d g e t  and Audi t Committee m a y  [HAS THE

P O W E R  TO:]

(1) organize, adopt rules for the conduct of its business 

and p r e s c r i b e  procedures for the c o m p r e h e n s i v e  fiscal analysis and [,] 

b udget r e v i e w  [AND POST-AUDIT] functions;

(2) hol d public hearings, a d m i n i s t e r  oaths, issue s u b­

poenas, compel the attendance of w i t n e s s e s  and pr odu c t i o n  of papers,

books, accounts, documents and testimony, and have the d e p o s i t i o n  of 

w i t n e s s e s  taken in a manner p r e s c r i b e d  by court rule .or law for taking 

depositions in civil actions;

(3) reauire all state of ficials and agencies of state 

govern m e n t  to give full coope r a t i o n  to the committee or its s t a f f  in 

a s s e m b l i n g  and furnishing r e o u e s t e d  information;

(4) r e v i e w  revenue proj ections, state agency a p p r o p r i a t i o n  

requests, the expenditure of state funds, i n c l u d i n g  the r e l a t i o n s h i p  

between  state a g e n c y  program  a c c o m p l i s h m e n t s  and le gislative intent, 

and the fiscal po licies and p r o c e d u r e s  of state government;

(5) r e v i e w  and a p prove p r o p o s e d  changes to a gency a u t h o r­

ized budgets as provided in the E x e c u t i v e  Budget Act (AS 37.07);
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(6) m a k e  r e c o m m e n d a t i o n s  c o n c e r n i n g  appropriations, their 

e x p e n d i t u r e  and the fiscal p o l i c i e s  and p rocedures of state government 

to the g o v e r n o r  w h e n  approp r i a t e ,  and to the legislature;

(7) prepare a n d  distr i b u t e  reports, memor a n d a  or other 

n e c e s s a r y  materials;

(8) sue in the n a m e  of the legislature during the interim 

b e t w e e n  sessions if a u t h o r i z e d  b y  m a j o r i t y  vote of the full membersh ip 

of the committee;

(9) h o l d  public h e a r i n g s  on the confirmation of the members 

of the B oard of Trustees o f  the A l a s k a  P e r m a n e n t  Fund Corporation;

(10) m a k e  r e c o m m e n d a t i o n s  to the legislature and t o  agencies

of the state that [WHICH] p e r f o r m  lending or investment functions

co n c e r n i n g  the structure a n d  o p e r ating p ract i c e s  of the agencies;

(11) enter into and enforce all contracts n e c e s s a r y  or 

de s i rable for the functions of the committee;

(12) review the [PROVIDE FOR] annual post a u d i t s  of the

A l a s k a  H o u s i n g  Finance C o r p o r a t i o n  and the Alaska Industrial D e v e l o p­

ment  Authority.

* Sec. 9. AS 24.20.201 is a m e n d e d  by adding a n e w  subsection to read:

Office of the State A u d i t o r  by an i n dependent  outside a u d it or. The 

ha l l  distribute the audit r eport to the gover n o r ,  the

,;V" * Sec. 10. AS 24.20.281 is a m e n d e d  to read:
t

Sec. 24.20.281. [SPECIAL] A U D I T  R E Q U E S T. A member of the legis­

lature may, in w r iting and w i t h  at least six days notice, r e a u e s t  that 

the b udget and audit c o m m i t t e e  direct a manage m e n t  or p r o g r a m  [SPE­

CIAL] audit or i n v e s t i g a t i o n  of any state agency or d e t e r m i n e  the 

pr o p r i e t y  of any expenditure of state funds received by any p o l i tical 
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s u b d i v i s i o n  or other entit y o b t a i n i n g  state funds. Should a m a j ori ty 

of the committee  vote to a p p r o v e  the request, the state a u d i t o r  shall 

p r o v i d e  for or conduct [ L E G I S L A T I V E  A U D I T  DIVISION SHALL M A K E ]  the 

a u d i t .

* Sec. 11. AS 24.20.291 is a m e n d e d  to read:

Sec. 24.20.291. C O N F L I C T  OF INTEREST. The [LEGISLATIVE AUDITOR, 

THE S U P E R V I S O R  OF AUDIT, T H E ]  l egislative  fiscal analyst a n d  members
I

of the staff of the l e g i s l a t i v e  finance d i v ision [AND AUDIT D I V I S I O N S 1  

m a y  not serve in ex officio o r  other c a p a c i t y  on any board^ [(] except 

as a u t h o r i z e d  in AS 24.20.231 (6) [)], c o m m i s s i o n  or other a d m i n i s t r a­

tive a gency of state g o v e r n m e n t ;  nor m a y  they have a f i n a n c i a l  i n t e r­

est in tra nsactions i n v o l v i n g  any a gency of state g o v e r n m e n t .

* Sec. 12. AS 24.55.330(2) is a m e n d e d  to read:

(2) "agency" i n c l u d e s  a department, office, i n s t i t u t i o n ,

corporation, authority, o r g a n i z a t i o n ,  commission, committee, council 

or b o a r d  of a municipality o r  in the executive, legislative or j u d i­

cial b r a n c h e s  of the s t a t e  government, and a department, office, 

institution, corporation, a u t h o r i t y ,  organization, commission, c o m m i t­

tee, council or board of a m u n i c i p a l i t y  or of the ;state g o v e r n m e n t

i n d e p e n d e n t  of the e xec utive, legis l a t i v e  and judicial b r a n c h e s ;  it 

also includes an officer, e m p l o y e e  or m e m b e r  of an "agency" a c t i n g  or

p u r p o r t i n g  to act in the e x e r c i s e  of official duties, b u t  does not

include the governor, l i e u t e n a n t  governor, state auditor, a m e m b e r  of 

the legislature, justice o f  t h e  supreme court, judge of t h e  court of 

appeals, a superior court j u d g e ,  d i s trict court judge, m a g i s t r a t e ,  

m e m b e r  of a city council or b o r o u g h  assembly, elected city o r  b o rough 

mayor, or a m e m b e r  of an e l e c t e d  school board;

* Sec. 13. AS 24.60.050(e) is a m e n d e d  to read:

(e) The state a u d i t o r  [DIVISION OF LEGISLATIVE A U D I T ]  shall I
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a n n u ally r e v i e w  state l o a n s  granted to or h e l d  by persons t o  w h o m  this 

chapter applies to d e t e r m i n e  w h e t h e r  appropriate p r o c e d u r e s  were 

o b s erved in granting or r e v i e w i n g  the loans and whether loan c o n d i­

tions impose d by the l e n d i n g  a gency  are b e i n g  enforced. The state 

auditor [DIVISION] shall r e p o r t  the [ITS] findings to the c o m m i t t e e  by 

April 1.

* Sec. 14. AS 29.35.120(a) i s  amended to read:

(a) The governing b o d y  shall p r o v i d e  for an annual independent 

audit of the accounts and f i n a n c i a l  tra nsactions of the m u n i c i p a l i t y  

or, in the case of a s e c o n d  class city, an audit or s t a t e m e n t  of 

annual income and e x p e n d i t u r e s . To m a k e  the audit the g o v e r n i n g  body 

shall desi gnate a public a c c o u n t a n t  w h o  has no p e r s o n a l  interest, 

direct or indirect, in t h e  fiscal affairs of the m u n i c i p a l i t y .  The 

audit shall conform to a u d i t  standards adopted bv the s t a t e  auditor 

under AS 37.06.090. C o p i e s  of the audit shall be a v a i l a b l e  to the 

p ublic u p o n  request.

* Sec. 15. AS 30.13.125 is a m e n d e d  to read:

Sec. 30.13.125. A U D I T .  The state [LEGISLATIVE] a u d i t o r  shall 

audit or shall cause to h a v e  audited annually the financial records of 

an authority. The audit s h a l l  c o n f o r m  to audit standards adopted by 

the state auditor under AS 3 7 . 0 6 . 0 9 0 .  The state [ L E G I S L A T I V E, auditor

m a y  p r e s c r i b e  the form a n d  content of the financial r e c o r d s  of an
" \

authority and shall have a c c e s s  to these records at a n y  reasona ble 

t i m e .

* Sec. 16. AS 35.10.135 is a m e n d e d  to read:

Sec. 35.10.135. P U B L I C  F A C I L I T Y  P L A N N I N G  FUND. T h e r e  is e s t a b­

lished w i t h i n  the Office o f  the Governor, office of m a n a g e m e n t  and 

budget a public facility p l a n n i n g  fund. The fund is a c a p i t a l  fund 

and consists of (1) money a p p r o p r i a t e d  by the legislature, (2) money 
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re i m b u r s e d  to it from the proceeds of the sales of g e n e r a l  obligation 

bonds and revenue b o n d s  issued for p r o j e c t s  and (3) m o n e y  reimburse d 

to it from appropriatio ns for any p r o j e c t s  for w h i c h  m o n e y  from the 

fund has b e e n  spent. The fund is available for e x pe nditure, on a 

r e i m b u r s a b l e  basis, o n l y  for the p u r p o s e s  of providing w o r k i n g  capital 

for f a c i l i t y  program p l a n n i n g  and for facility p r o c u r e m e n t  p l a nning as 

specified in this chapter. All e x p e n d i t u r e s  from the fund are subject 

to an [INDEPENDENT] a u d i t  w h i c h  shall be mad e a n n ually b y  an i n d e p e n­

dent c e r t i f i e d  public a c c o u n t a n t  and r e p o r t e d  to the g o v e r n o r  and the 

legislature. The a u d i t  shall confo rm to audit s t a n dards  adopted by 

the state auditor u nder AS 37.06.090.

* Sec. 17. A S  37.05.210 is amended to read:

Sec. 37.05.210. F I S C A L  R E P O R T I N G  A N D  STATISTICS. The D epartment 

of A d m i n i s t r a t i o n  shall

(1) at least once each m o n t h  and annually, p r e p a r e  reports 

as of the close of t h e  p r e c eding m o n t h  or fiscal y e a r  showing the 

financial condition of e a c h  fund as of the close of the respective 

p e r i o d  and the transactions of each fund for those periods ;

(2) file w i t h  the governor and w i t h  the st ate [LEGISLATIVE] 

auditor b e f o r e  October 16 a report of the financial t r a n s a c t i o n s  of 

the p r e c e d i n g  fiscal y e a r  and of the fina ncial condi tion of the state 

as of the end of that y e a r ,  w i t h  c omments and s u p p l e m e n t a r y  data that 

[WHICH] it considers n e c e s s a r y ;  this r e p o r t  shall be p r i n t e d  for the 

i nfor mation of the l e g i s l a t u r e  and the public;

(3) compile s t a t i s t i c s  n e c e s s a r y  for the b u d g e t  and other 

s tatistics required by t h e  governor.

* Sec. 18. AS 37.10 is a m e n d e d  by adding a n e w  section to read:

Sec. 37.10.066. A N N U A L  AUDITS. U nless otherwise pr ovided bv 

law, a state agency shall have its f i n a n c i a l  records a u d i t e d  annually
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b y  an independent c e r t ified p u b l i c  accountant. The audit shall c o n­

form to audit standards adopted b y  the state a u d i t o r  u n d e r  AS 37.06.- 

090.

* Sec. 19. AS 37.12.100 is amended to read:

Sec. 37.12.100. A N N U A L  AUDIT. The c o r p o r a t i o n  shall h a v e  its 

financial record audited a n n u a l l y  by an indepe n d e n t  certified public 

a ccountant [OUTSIDE A U D I T O R ] . The audit shall c o n f orm to audit stan­

dards adopted b y  the state a u dito r u n d e r  AS 37.06.090. The state 

[LEGISLATIVE] audi tor m a y  p r e s c r i b e  the f o r m  and content of the f i n a n­

cial r ecor d of the c orpor ation and shall have a c c e s ,j to these records 

at any time.

* Sec. 20. AS 37.13.160 is amended to read:

Sec. 37.13.160. AUDITS. The L e g i s l a t i v e  Budget and Audit C o m­

mit t e e  m a y  request the state a u ditor to p e r f o r m  or provide for an 

annual post audit and annual m a n a g e m e n t  and p r o g r a m  audit [OPERATIONAL 

A ND P E R F O R M A N C E  EVALUATIONS] of the corpo r a t i o n ' s  investments and 

investment programs.

* Sec. 21. AS 37.13.170 is amended to read:

Sec. 37.13.170. REPORTS A N D  P U B L I C ATIONS.. By September 30 of 

each year, the b o a r d  shall p u b l i s h  a report  of the c o r p o r a t i o n  for 

distrib ution to the governor, legislature, and the public. The report

shall be w r i t t e n  in ea sily u n d e r s t a n d a b l e  language. The report must
\

include financial statements audited b y  indep e n d e n t  certified public 

accountants [OUTSIDE AUDITORS], a statement of the amount of m o n e y  

r e c e ived by the Alaska permanent fund from each investment during the 

p e r i o d  covered, a statement of investments of the corporati on i n c l u d­

ing an appraisal at m a r k e t  value, a d e s c r i p t i o n  of c orporatio n i n v e s t­

ment activity during the period covered by the report, a c omp arison of 

the corporation p e r f o r m a n c e  w i t h  the intended goals contained in 
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AS 37.13.020, an e x a m i n a t i o n  of the impact of the investment criteria 

of this ch.'.pter on the c o rpo ration portf olio w i t h  r ecommendati ons of 

any n e e d e d  changes, and any other information the board believes would 

be of interest to the governor, the legislature, and the public. The 

audit shall c o n f o r m  to audit standards adopted by the state auditor 

u n d e r  AS 37.06.090. The annual income statement and balance sheet of 

the corporation shall be published  in at least one news paper in each 

j u d icial district The income statement and balance sheet for the two 

fiscal years p r e c e d i n g  the p u b l i c a t i o n  of the election pamphlet under 

AS 15.58 shall be i n c luded in that pamphlet.

* Sec. 22. AS 39.20.050 is amended to read:

Sec. 39.20.050. E X C L U S I V E  COMPENSATION. The co mpensation fixed 

by law for the g o v e r n o r ^  [AND] lieutenant g o v e r n o r , and state auditor 

is in full for all services rende red by each of them in any official 

capacity or emp loyment [WHATSOEVER] during their res pective terms of 

office, and shall be paid through out their respective terms of office 

u nless the office b e c o m e s  vacant.

* Sec. 23. AS 39.20.060 is a m ended to read:

Sec. 39.20.060. E X C L U S I O N  OF G O V E R N O R ^  [AND] L I E U T E N A N T  G O V E R­

NOR AND STATE A U D I T O R  F R O M  P E R S O N N E L  LAWS. N o t w i t h s t a n d i n g  the p r o­

visions of any other law, the g o v e r n o r ^  [AND] lieutenant g o v e r n o r , and 

state auditor are n o t  cons id e r e d  employees of the state for the p u r­

pose of state p e r s o n n e l  laws r e l ati ng to hours of employment, annual 

leave, sick leave, overtime, c o m p e n s a t o r y  time, and travel allowances. 

This section does not [NOTHING IN THIS SECTION SHALL BE C O N S TRUED TO] 

deprive the g o v e r n o r ^  [AND] lieutenant g o v e r n o r , or state auditor of 

the right to p a r t i c i p a t e  in the state retirement system or in state 

group insurance plans.

* Sec. 2U . AS 39.20.310 is a m e nded to read:
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Sec. 39.20.310. EXCEPT I O N S .  AS 39.20.200 39.2 0.330 do not

apply to

(1) m e m b e r s  of the state legislature, the governor, the 

l ieute n a n t  governor, the state auditor, and justices and judges of the 

supreme and superior courts and of the court of appeals, but nothing  

in AS 39.20.200  - 39.20,.330 m a y  be construed to dimin i s h  the salaries

fixed b y  law for these offic e r s  by r eason of absence f r o m  duty on

account of illness or otherwise;

(2) m a g i s t r a t e s  s e rving the state on less than a full-time

b a s i s ;

(3) officers, m e m b e r s  of the teaching staff, and employees 

of the U n i v e r s i t y  of Alaska;

(4) [Repealed

(5)] persons e m p loy ed in a professional c a p a c i t y  to make a 

t e m p orary  and special inquiry, study, or examin ation as a u t h o r i z e d  by 

the governor, the state auditor, the legislature, or a legislative

c o m m i t t e e ;

(5) [(6)] m e m b e r s  of boards, commissions, and authorities 

w h o  are n ot otherwise e m p l o y e d  b y  the state;

(6) [(7)] t e m p o r a r y  employees hired for p e riods of less

than 12 c o nsecutive months;

(7) [(8)) p e r sons e m p loyed by the d i v i s i o n  of marine
* N

t r a n s p o r t a t i o n  as m a sters and m e m b e r s  of the crews operat ing the state 

ferry system w h o  are covered b y  c ollectiv e barga i n i n g  a g r e e m e n t s  as 

p r o v i d e d  in AS 23.40.040, except as e xpressly provided b y  l a w ; or [.]

(8) [(9)] persons employed by the state w h o  are c o v ered by 

collective b a r g a i n i n g  agreement s as p r o v i d e d  in AS 23.40.210, except 

as e x p r e s s l y  p r o vided  by law.

* Sec. 25. AS 39.25.110 is amen ded by adding a new p a r a g r a p h  to read: 
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(24) employees of the Office of State Auditor.

* Sec. 26. AS 39.50.020(b) is a m end ed to read:

(b) The governor, li eutenant governor, members of the l e g i s l a­

ture, and candidates for these offices, judicial officers, the state 

a u d i t o r , each commissioner, head or d e p u t y  head of, or director of a 

d i v i s i o n  witton, a department in the executive branch, assistant to 

the g o v e rnor or chairman or m e m b e r  of a commission or b o a r d  required 

to r eport under this chapter, shall file the statement w i t h  the Alaska 

P u bli c Offices Commission. M u n i c i p a l  officers, and candidates for 

el e ct ive municipal office, shall file w i t h  the m u n i c i p a l  clerk or 

other m u n i cipal official design a t e d  to receive their filing for o f­

fice. All statements requi r e d  to b e  filed under this chapter are 

p u b l i c  records.

* Sec. 27. AS 39.50.130 is a m e nded to read:

Sec. 39.50.130. REPORT  OF F I N A N C I A L  INTERESTS OF G O V E R N O R ^  [ANP1 

L I E U T E N A N T  G O V E R N O R , AND STATE A U D I T OR. The g o v e r n o r ^  [AND] l i e u­

tenant g overnor and state a u ditor shall each file a report of f i n a n­

cial interests required b y  this chapter. If the g o v e r n o r ^  [OR] l i e u­

tenant g o v e r n o r , or state auditor fails to file the report w h e n  due, 

salary, per diem, and travel expenses a f t e r  the due date are forfeited 

and m a y  n o t  be paid until compliance, and che p erson  is g uilty of a 

m i s d e m e a n o r  and u p o n  convic t i o n  is p u n i s h a b l e  by a fine of not less 

than $100 nor more than $1000.

* Sec. 28. A S  39.50.200(a)(8) is a m en ded to read:

(8) "public official" means  a judicial officer, a m e m b e r  of 

the legislature, the fiscal analys t of the legislative finance d i v i­

sion, (THE L E GISLAT IVE A U D I T O R  OF THE L E G I S L A T I V E  A U D I T  DIVISION,] the 

executive director of the L e g i s l a t i v e  A f f a i r s  Agency and the directors 

of the divisions w i t h i n  the L e g i s l a t i v e  Affairs Agency, the governor,
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the l i e u t e n a n t  governor, a p e r s o n  h i r e d  or appointed as the h e a d  or 

d e p u t y  h e a d  of, or direc tor of a d i v i s i o n  within, a d epartmen t in the 

e x e c u t i v e  branch, an assistant to the governor, the state auditor, 

c h a i r m a n  or m ember of a state c o m m i s s i o n  or board, and each appointed 

^  or e l e c t e d  mu nicipal officer;

* Sec. 29. AS 42.40.270(b) is amended to read:

K-'t (b) The corporat ion shall m a k e  all of its fin ancial records
IP v
<vA a v a i l a b l e  to an auditor a p p o i n t e d  b y  the governor and to the state 

a u d i t o r  [AND TO THE L E G I S L A T I V E  A U D I T  DIVISION F O R  E X A M I N A T I O N ] . 

D i s c l o s u r e  to the p ublic b y  the a u di tor o r state auditor [OR LEGIS- 

I A T I V E  A U D I T  DIVISION] of this i n f o r m a t i o n  is subject to AS 42.40.220 

and rules imp lementing that section. To the extent not inconsistent 

w i t h  this section, audits shall c o n f o r m  to audit standards a d opted  bv 

the state auditor under AS 37.06.090.

* Sec. 30. AS 44.07.200 is amended to read:

Sec. 44.07.200. M O N E Y  OF T H E  CORPORATION. The state [LEGISLA­

TIVE] a u d i t o r  m a y  examine all the a c c o u n t s  and books of the c o r p o­

rat i o n  and all other records and p a p e r s  relating to its financial 

standing. The state audito r [LEGISLATIVE BUDGET AND A U D I T  COMMITTEE] 

shall c o n d u c t  an audit of the c o r p o r a t i o n  [EXAMINATION] at least once 

every two years or m a y  accept an i n d e p e n d e n t  audit of the c o rp oration 

by a f i r m  of certified public a c c o u n t a n t s  made at the r e n uest of the 

c o r p o r a t i o n  in satisfaction of the e x a m i n a t i o n  requirement. The audit 

shall c o n f o r m  to audit standards a d opted b v  the state a u d i t o r  under 

AS 37.06.090.

* Sec. 31. A S  44.07.280 is amended to read:

Sec. 44.07.280. STAFF. The state auditor shall p r ovi de audits 

[LEGISL ATIVE AUDIT  DIVISION] and the legislative finance division 

shall p r o v i d e  [AUDITS,] reports and analyses requested by the
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committee. The committee m a y  h i r e  and determine the salary o f  the 

staff it considers n e c e s s a r y  w i t h i n  the limit of the b udget  approved 

by the legislature.

* Sec. 32. AS 44.19.144(a) is a m e n d e d  to read:

(a) The director shall

(1) supervise and a d m i n i s t e r  the activities of the office;

(2) advise the g o v e r n o r  on m a t t e r s  of c o m p rehensive state

planning;

(3) m a k e  an a n nual r epo rt to the governor of the activities 

of the officej_

(4) instruct the 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  to w i t h h o l d  

50 percent of the remaining b a l a n c e  of an a p p r o p r i a t i o n  w h e n  directed 

to do so b y  the state a u d ito r u n d e r  AS 3 7 . 0 6 . 0 6 0 .

* Sec. 33. AS 44.47.530 is a m end ed to read:

Sec. 44.47.530. A N N U A L  REPORT. To further pnsurc effective 

bu d g e t a r y  decision m a k i n g  b y  the legislature, the division shall 

present a complete ac counting of the h o u s i n g  a ssist ance revolving fund 

to the legis lature by J a n u a r y  10 of each year. The accounti ng shall 

be audited by an i n depende nt c e r t i f i e d  public accountant [OUTSIDE 

AUDITOR] and shall include a full d e s c r i p t i o n  of all m o r t g a g e  loan 

interest and principal r e p a y m e n t s  and p r o g r a m  receipts, including 

mortgag e loan commitment fees, r e c e i v e d  b y  or accrued to the division 

during the p r e c e d i n g  fisct year, and all income earned on assets of 

the division during that period. The audit shall conform to audit 

standards adopted by the state auditor u n d e r  AS 37.06.090.

* Sec. 34. AS 44.66.050(a) is amended to read:

(a) B efore the termination, dissolution, c o n tinuation or r e­

establishment of a board or c o m m i s s i o n  u n d e r  AS 08.03.010 or AS 44.- 

66.010, or of an agency p r o g r a m  u n d e r  AS 44.6 6.020 and 44.66.030, a
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committee of r e f e r e n c e  of each house, w h i c h  shall b e  the standing 

committee of legisl a t i v e  j u r i s d i c t i o n  as pr ovided in the U n i f o r m  Rules 

of the Legislature, shall h o l d  one or m o r e  hearings to receive t e s t i­

mon y  from the public, the co mmis s i o n e r  of the departm ent having a d m i n­

istrative r e s p o n s i b i l i t y  for each n a m e d  board, commission, or agency 

program, and the m e m b e r s  of the board or commis s i o n  involved. The 

hearings m a y  be joint hearings. The committee shall also consider the 

propo s e d  b u d g e t  of the board, commission, or agency program, prepared 

in accordance w i t h  AS 37.07.050(f), the m a n a g e m e n t  and p r o g r a m  [AND 

THE PERFORMANCE] audit of the activities of the board, commission, or 

agency program, p r e p a r e d  b y  a q u a l ified profess ional selected b y  the 

state auditor u n d e r  AS 37.06.020. The audit shall c o nform to audit 

standards adopted b y  the state a u d itor under AS 37.06.090 [THE L E G I S­

LATIVE A U D I T  D I V I S I O N  AS P R E S C R I B E D  IN AS 24.20.271(1)]. The c o m m i t­

tee m a y  consider any other report of the activities of the board, 

commission or program, includi ng but not limited to annual reports, 

summaries p r e p a r e d  b y  the L e g i s l a t i v e  Affairs Agency, and any e v a l u­

ation or general r e p o r t  of the m a n n e r  of conduct of a c t i v i t i e s  of the 

board, commission, or a g ency p r o g r a m  prepared b y  the Office [OFFICE] 

of the O m b u dsman [ O M B U D S M A N ] .

* Sec.' 35. AS 44.81.260(b) is a m ended to read:

(b) The r e q u i r e m e n t s  of (a) of this section are subject to the
' \

following exceptions:

(1) The state auditor or an independent c e r t i f i e d  public 

accountant selected by the state audit or [LEGISLATIVE A U D I T  DIVISION] 

has access to the records of the bank to perfo rm an audit authorized 

under AS 44.81.270.

(2) The boa rd of directors or the p r e s ident of the bank 

shall supply s t atistic al and other impersonal i nfo rmation pertaining
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to members, applicants, and loans in r e s pon se to requests from the 

l egislature  or a state a g e n c y  or m e m b e r s  of the federal fa rm credit 

system and m a y  p r o v i d e  simi lar i n f o r m a t i o n  upon request to a r e s p o n­

sible p r i v a t e  organization.

(3) I n f o r m a t i o n  concer n i n g  m e m b e r s  m a y  be given for the 

c o n f idential use of a m e m b e r  of the federal farm credit s ystem or 

other f inancial i n s t i t u t i o n  in c o n t e m p l a t i o n  of the e x t e nsion of 

credit or the c o l l e c t i o n  of loans.

(4) Imper s o n a l  i n f o r m a t i o n  b a s e d  solely on t r a nsactions  or 

experience w i t h  a member, such as amounts of loans, terms, and payment 

records m a y  be given b v  the b a n k  for the confidential use of a r e l i­

able o rgani z a t i o n  in c o n t e m p l a t i o n  of the ex tension of credit.

(5) Credit i n f o r m a t i o n  c on cerning a m e m b e r  m a y  be given 

w h e n  the m e m b e r  consents to it in writing.

(6) In litiga t i o n  b e t w e e n  a m e m b e r  (or the m e m b e r ' s  s u c c e s­

sor in interest) and the bank, any competent evidence m a y  be i n t r o­

duced w i t h  respect to r e l e v a n t  statements made orally or in w r i t i n g  by 

or to the m e m b e r  or the successor.

* Sec. 36. AS 44.81.270 is amended to read:

Sec. 44.81.270. A U D I T  OF BANK. The state auditor or an inde­

pendent certified p ubli c accou n t a n t  selected by the state [LEGISLA­

TIVE) auditor m a y  audit the b a n k  u n d e r  AS 37.06. The audit shall 

c o nfo rm to audit standards adopted b y  the state auditor under AS 37.- 

06.090 [CAUSE THE BANK TO BE A U D I T E D  IN THE M ANN ER AND U N D E R  THE 

CONDITIONS P R E S C R I B E D  BY AS 24.20.271 F O R  AUDITS P E R F O R M E D  BY THE 

L E G I S L A T I V E  A U D I T  D I V I S I O N ] . T h e  state auditor or the independent 

certified public acc oun t a n t  [LEGISLATIVE A IT) IT DIVISION] has free 

access to all books and paper s of the b a n k  that relate to its business 

and books and papers kept  by a director, officer, or em.Dloyee re latine
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to or u p o n  w h i c h  a record of its business is kept, and m a y  summon 

w i t n e s s e s  and administer oaths or affirmations in the e x a m i n a t i o n  of 

the directors, officers, or employees of the b a n k  or any other p erson 

in r e l a t i o n  to its affairs, transactions, and conditions, and may 

r e q u i r e  and compel the p r o d u c t i o n  of records, books, papers, c o n­

tracts, or other documents b y  court order if not  v o l u n t a r i l y  produced.

* Sec. 37. AS 44.81.280 is amended to read:

Sec. 44.81.280. P R O H I B I T I O N  ON DISCLOSURE. The state [ L E G I S L A­

TIVE] auditor and the state auditor's agents or employees m a y  not 

d i s close information a c q uired  b y  them in the course of an audit of the 

b a n k  concerning the p a rticulars  of the bu siness or affairs of a b o r­

row e r  of the b a n k  or anot her person, unless the information is r e­

qui r e d  to be disclosed by law or under a court order.

* Sec. 38. AS 44.82.180 is amended to read:

Sec. 44.82.180. A N N U A L  AUDIT. The auth o r i t y  shall have its

financial records audited a n n u a l l y  b y  an independent ce rtified public 

accountant. The audit shall c o n f o r m  to audit standards adopted b v  the 

state auditor under AS 37.06.090 [THE L E G I S L A T I V E  A U D I T O R  O R  BY A 

19j| C E R T I F I E D  PUBLIC A C C O U N T A N T  A P P R O V E D  BY THE L E G I S L A T I V E  AUDITOR]. The
jl

20i! state [LEGISLATIVE] auditor m a y  p r e s cribe the form and content of the
ij

21 j financial records of the a u t h o r i t y  and is entitled to access to these

records  at any time.

* Sec. 39. AS 44.83.190 is amended to read:

Sec. 44.83.190. A N N U A L  AUDIT. The a u t h o r i t y  shall have its

financial records audited a n n u a l l y  by an independ ent [A] certified 

pu b l i c  accountant. The state [LEGISLATIVE] auditor  m a y  p r e s cribe the 

form and content of the fina ncial records of the a u t h o r i t y  and shall 

have access to these records at any time. The audit shall c o n f o r m  to 

audit standards adopted bv the state auditor und er AS 37.06.090.29 ,

CSSB 6 5 (J u d ) - 2 6 -



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

* Sec. AO. AS AA. 8 5 . 100(a) is amen ded to read:

(a) Before October 1 of each year the bond b a n k  authorit y shall

m a k e  a r e port  of its activities for the p r e c eding fiscal year to the 

go v er nor and to the legislature. The report shall set out a complete 

o p e r a t i n g  and financial statement cove ring its operations during the 

year. The bon d b a n k  authority shall have an audit of its books and 

accounts m a d e  at least once in each year by an independent certified 

p u b l i c  acco untant [ACCOUNTANTS] and the cost of the audit shall be 

consid e r e d  an expense of the bond b a n k  authority and a copy of the 

audit shall be filed w i t h  the commis s i o n e r  of revenue and the l e g i s l a­

ture . The audit shall confor m to audit standards adopted by the state 

auditor u n d e r  AS 37.06.090.

* Sec. A 1 . AS AA.88.200 is amended to read:

Sec. AA.88.200. A N N U A L  AUDIT. The authority shall have its 

financi al records audited annuall by an independent certified public 

accountant. The audit shall conf , .m to audit standards adopted by the 

state [THE LEGISLATIVE] auditor u n d e r  AS 37.06.090 [OR BY A  CERTIFIED 

P U B L I C  A C C O U N T A N T  A P P R O V E D  BY THE L E G I S L A T I V E  A U D I T O R ] . The state

[LEGISLATIVE] auditor m a y  p r e s c r i b e  the form and .content of the f i n a n­

cial records of the au thority and shall have access to these records 

at any time.

* Sec. A2. AS A 7 . A 0.031 is amended to read:

Sec. A7.A0.031. R E O U IRED A C C O U N T I N G  P R O C E D U R E S . Facil ities that
l

solicit or receive grants from the depart m e n t  for the cost of services 

pr o vi ded u n d e r  AS A7.A0.011 - A7.A0.091 shall

(1) meet accept ed standards of fiscal a c c o u n t a b i l i t y  for 

public m o n e y  and shall, u p o n  request, submit to the department and to 

the state auditor [DIVISION OF L E G I S L A T I V E  AUDIT] a complete financial 

statement prepa r e d  by an in dependent certified public accountant;
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(2) k e e p  records of the exp end i t u r e s  for the services 

provided, u s i n g  cost-a c c o u n t i n g  p r o c e d u r e s  in acc ordance w i t h  d e p a r t­

men t  regulations;

(3) u p o n  request, furnish the depar t m e n t  and the state 

auditor [DIVISION OF L E G I S L A T I V E  AUDIT] all fiscal information, books, 

records, and accounts p e r t a i n i n g  to services paid for under AS 47.- 

40.01 1 - 47.40.091 .

* Sec. 43. TRANSITION. All litigation, hearings, i n v e stigation s and 

other p r o c e e d i n g s  p e n d i n g  u n d e r  a law amended or r e p e a l e d  by this Act, or 

in connection w i t h  functions trans f e r r e d  b y  this Act, continue in effect 

and m a y  be c o n t inued and completed n o t w i t h s t a n d i n g  a t ransfer or amendment 

or repeal p r o v i d e d  for in this Act. Certificates, orders, and regulations 

issued or a d opte d u n d e r  authority of a law amended or repealed  by this Act 

r emain in effect for the term issued, u n t i l  revoked, vacated, or otherwise 

m o d i f i e d  u n d e r  the pro vis i o n s  of this Act. A l l  contracts, rights, l i a b i l­

ities, and o b l i g a t i o n s  created b y  or u n d e r  a law amen ded or r e p e a l e d  by 

this Act, and in effect on the eff ective date of this Act, r e m a i n  in effect 

n o t w i t h s t a n d i n g  this Act's taking effect. Records, equipment, and other 

pr o p e r t y  of agencies  of the state w h o s e  functions are t r ansf erred under 

this Act shall be t r a n s f e r r e d  commensurate w i t h  the provis i o n s  of this Act.

* Sec. 44. N A M E  CHANGE. To be consistent w i t h  the changes made by this

Act, w h e r e v e r  in the A laska Statutes and in re gul a t i o n s  a d opted under  those
* \

statutes, " L e g i s l a t i v e  Audit D i v i sion " and other terms identi f y i n g  the 

divisio n are used, they shall be read as r e f e r r i n g  to the Office of the 

State Auditor. U n d e r  AS 01.05.031, the rev isor of statutes shall implement 

this section in the statutes, and under AS 44.62.125(b)(6), the regulations 

attorney shall implement this section in the a d m i n i s t r a t i v e  regulations.

* Sec. 45. AS 24.20.241, 24.20.251, 24.20.261, 24.20.271, and 24.20.- 

301(a) are repealed.
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* Sec. 46. This A c t  takes effect on the first day of the first term of 

the first state auditor.
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LEGISLATIVE AFFAIRS AGENCY

POUCHY S IA U C A PIIO l 
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M E M O R A N D U M F e b r u a r y  16, 1987

SUBJECT:

TO:

FROM:

S e c t ional A n a l y s i s  of draft CSSB 65 (Jud) 
(Creating a state auditor)

Senator J almar K e r t t u l a  
C h a i r m a n  Senate F i n a n c e  Comm ittee

T e r e s a  B. Crame r j $ y  
L e g i s l a t i v e  Counsel

Y o u  have r e q u e s t e d  a sectional analysis of CSSB 65 
(Judiciary) dated 2/04/87, p r o v i d i n g  for a state auditor.

Section 1 creates a n e w  chapter  w h i c h  estab lishes the state 
auditor.

Sec. 37.06.010 sets out the e x p e r i e n c e  r e qu irements for the 
state auditor.

Sec. 37.06 .020 ists the powers and duties of the state 
auditor. The duties include r e v i e w i n g  compliance audits from 
state agencies, m unicipaliti es, and school districts; 
p r o v i d i n g  m a n a g e m e n t  and p r o g r a m  audits every three years 
for agencies not subject to sunset laws, on request, and for 
sunset reviews; r e p o r t i n g  any u n a u t h o r i z e d  illegal, 
irregular or u n s a f e  financial administration; and assisting 
state agencies, munici p a l i t i e s ,  and school districts to i m­
prove accou n t i n g  systems. The a u d itor m a y  investigate any 
m a t t e r  r e l a t e d  to state finance and m a y  i n vestigate the 
conduct of officers w h o  h a n d l e  state money, p r o p e r t y  or 
r e c o r d s .

Sec. 37.06.030 p e rmits the state a u d itor to e mploy staff, 
w h o  are p l a c e d  in the exempt service.

Sec. 37.06.040 gives the auditor access to all records of 
state agencies, m u n i c i p a l i t i e s  and school districts. The 
auditor  m a y  r e quire  i nform ation on oath.
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Sec. 37.06.050 sets out the auditor's duties c on cerning 
audit reports, b o t h  those p r e p a r e d  b y  the auditor's office 
and those p r e p a r e d  by others. If the auditor finds a report 
inaccurate, the auditor m a y  r e quire correction. If the a u­
ditor disapproves a report, the a u d itor m a y  serve a notice 
of intent to w i t h h o l d  state funds from the entity u n d e r  Sec.
37.06.060. The auditor is r e q u i r e d  to f u r nis h copies of 
approve d audit reports to various entities and to report 
annua l l y  or the office's activities to the legislature.

Sec. 37.06.060 requires entities w h o  have b e e n  audited to 
implement reco mmendations  in the audit. F a ilure  to do so 
m a y  result in the w i t h h o l d i n g  of 50 p e rc ent of the state 
funds i dentified in the auditor's notice of intent to w i t h­
hold. The entity has the right to an informal conference 
w i t h  the auditor  and to a formal h e a r i n g  u n d e r  the A d m i n i s­
trative P r o c edure Act.

Sec, 37.06.070 permits the auditor to p r ovi de for follow-up 
audits or investigations and requires them if the initial 
report r e v e a l e d  evidence of fraud, abuse, or illegal acts, 
substantial n o n c o m p l i a n c e  w i t h  law, or m a t e r i a l  w e a k n e s s e s  
in internal accounting  controls.

Sec. 37.06.080 prohibits the auditor and employees of the 
auditor from serving on state boards, commissions, a u t h o r­
ities or other administr ative agencies and makes them s u b­
ject to the conflict of interest chapter (AS 39.50).

Sec. 37.06.090 requires the auditor to e s t a b l i s h  b y  r e g u­
lation standards for conducting audits consistent w i t h  
n a t i o n a l l y  r e c o g n i z e d  audit standards. A udits c o n d u c t e d  by 
other auditors are subject to these standards if the state 
auditor contracts for or reviews the audit.

Sec. 37.06.100 permits the auditor to have  access to b a n k  
records and to require help from all state officers and 
employees w h e n  conductin g an audit. S ubsec t i o n  (b) requires 
the auditor to m a i n t a i n  complete files for audit w o r k  papers 
w h i c h  are to be confidential unless an audit r epor t has been 
r e l eased under Sec. 37.06.050.

Sec. 37.06.110 requires the auditor to contract w i t h  c e r t i f­
ied public accountants and internal auditors to the greate st 
extent possible for the conduct of financial and compliance 
audits and permits the auditor to contract w i t h  e x p e r i e n c e d
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pr o f e s s i o n a l  m a n a g e m e n t  and p r o g r a m  auditors for m a n a g e m e n t  
and p r o g r a m  a u d i t s .

Sec. 37 .06.120 requires various entities to reimburse the 
state auditor for the cost of an annual audit p e r f o r m e d  by 
the auditor.

Sec. 37.06.130 appoints the attor n e y  g e ner al as legal 
counsel to the state auditor but permits the auditor to 
employ indepe ndent legal counsel to b etter serve the needs 
of the office. The section also requires the auditor to 
report illegal conduct to the a t t o r n e y  gen eral for 
prosecution.

Sec. 37.06.140 requi res the state auditor to comply w i t h  the 
A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62).

Sec. 37.06.150 permits the legislature to remove the auditor 
for case.

Sec. 37.06.200 defines various terms u s e d  in the chapter.
The change in some definitions requires c on forming changes 
in statutes outside the chapter. For example, the bill uses 
the term "manage ment and p r o g r a m  audit" for "operational and 
p e r f o r m a n c e  audit."

Sections 2 - 7, 16, 18, 19, 21, 33, 35, 36, and 39 - 41 
change r eferences to "outside auditors in SB 65 to 
refere nces to " c e r t i f i e d  public accountants. "

Section 2 permits the department of ed uca t i o n  to contract 
w i t h  an independent certifie d public accounta nt to p e r f o r m  
audits on school districts that have r e c e i v e d  state funding 
for c onstr u c t i o n  projects. The section requires the audits 
to c o n f o r m  to standards adopted b y  the state auditor.

Se ction 3 permits the commi ssioner of e d u c ation  or the b o a r d  
of e d u c a t i o n  to c ontract w i t h  an independent certified 
p ubli c ac countant to p e r f o r m  audits of a s c h o o l  district's 
p ubli c school f o u n d a t i o n  money. The section requires the 
audits to c o n f o r m  to standards a d opted by the state auditor.

Section 4 requires the annual audits p e r f o r m e d  on regional 
h o u s i n g  authorities to conform to the audit standards 
adopted by the state auditor.
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Sections 5 and 6 requir e the annual audits of the A l a s k a  
H o u s i n g  F i n ance C o r p o r a t i o n  to c o n f o r m  to audit standards 
ad opted by the state auditor.

Section 7 requires the annual audit of the L e g i s l a t i v e  
Council to c o n f o r m  to audit standards a d o p t e d  by the state 
auditor.

Se ction 8 limits the power of the L e g i s l a t i v e  Budget and 
A u d i t  C o m m i ttee to p r e s c r i b e  p r o c e d u r e s  for post-a u d i t  f u n c­
tions or to p r o v i d e  for annual post audits. The bill gives 
those functions to the state auditor.

Section 9 directs the L e g i s l a t i v e  Budge t and Audi t Committee 
to p r o v i d e  for an annua l audit of the state auditor to be 
p e r f o r m e d  b y  an i ndepende nt outside auditor.

Sections 10 and 11 m a k e  changes to r e flect that the state 
auditor w i l l  be p e r f o r m i n g  functions n o w  p e r f o r m e d  b y  the 
legislative auditor.

S e c tion 12 adds the state auditor to the list of persons 
exempt f r o m  i n v e s t i g a t i o n  by the O ffice of the Ombudsman.

S e cti on 13 substit utes the state a u d ito r for the legislative 
audit division.

S e cti on 14 requires the annual audit of a m u n i c i p a l i t y  to 
c o nform to audit standards a d o p t e d  b y  the state auditor.

S e ction 15 su bstitutes the state a u d itor for the legislative 
auditor  and requires the annual audit of a regional  resource 
devel o p m e n t  a u t h o r i t y  to c o nform  to audit standards adopted 
b y  the state auditor.

S e ction 16 requires the annual audit of the p u blic facility 
p l a n n i n g  fund to c o n f o r m  to audit standards ado pted b y  the 
state auditor.

Section 17 substitutes the state a u d i t o r  for the legislative 
auditor.

S e c t i o n  18 requires state agencies to hav e their fi nancial 
records a u d i t e d  a n n u a l l y  be an i n dependent c e r t ified  public 
a ccoun t a n t  in c o n f o r m a n c e  w i t h  standards a d o pted b y  the 
state auditor.
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Section 19 requires the annual audit of the A l a s k a  Resources 
Corpo r a t i o n  to c o n f o r m  to audit standards adopted b y  the 
state auditor. The section also substitutes the state a u d i­
tor for the legis lative auditor.

Section 20 permits the Leg isl a t i v e  B u dget and Aud it C o m m i t­
tee to request the state auditor to audit the A l a s k a  P e r m a­
nen t  Fund. The committee curre ntly has a u t h ority to provide 
for the audit.

Section 21 requires the annual audit of the financial state- 
m e n t  of the p e r m anent fund c orpo ration to c o n f o r m  to audit 
standards a d opted b y  the state auditor.

Section 22 makes the compensation fixed by law for the state 
auditor the exclusive  compensation for that officer.

Section 23 excludes the state audito r from coverage of the 
state personnel act and from laws r e l a t i n g  to hours of work, 
leave, overtime, and travel allowances.

Section  24 exempts the state auditor and tem porary 
p r o f e s s i o n a l  employees of the auditor's office from the laws 
relating to leaves of absence.

Section 25 adds the employees of the Office of State A u d itor 
to the list of state employees in the exempt service.

Section 26 adds the state auditor to the list of state 
officers r e q ui red to file income statements u n d e r  the 
conflict of interest laws.

Section 27 adds the state auditor to those r e q uired to 
report financial interests and directs that if the auditor 
fails to file, salary  and expenses due after that date are 
forfeited. Failure to file is a misdemeanor.

Section 28 substitutes the state auditor for the legislative 
auditor.

Section 29 requires that the annual p e r f o r m a n c e  audit of the 
A l a s k a  R a i l road c o n f o r m  to audit standards adopted by the 
state auditor except as specifically p r o v i d e d  in the s e c­
tion. The section also substitutes the state auditor for 
the legislative audit division.


