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Overview of the Denali Commission

In 1998, national attention was focused on the immense infrastructure and economic challenges
faced by rural Alaskan communities by the passing of the Denali Commission Act (the full text of
which is available on the Denali Commission’s website at https://www.denali.gov/wp-
content/uploads/2018/02/Denali-Commission-Act-of-1998-updated-2017.pdf. The Act became
law on October 21, 1998 (Title Il of Public Law 105-277, 42 USC 3121) establishing the Denali
Commission an independent federal agency that acts as a regional commission focusing on the
basic infrastructure needs of rural Alaska. Working as a federal-state-tribal-local partnership, the
Commission provides critical utilities, infrastructure and promotes economic growth in the rural
areas of the state. The agency also coordinates and streamlines federal program efforts in rural
Alaska, and better leverages federal investments. By creating the Commission, Congress
intended for those involved in addressing the unique infrastructure and economic challenges
faced by America’s most remote communities to work together in new ways to make a lasting
difference.
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Mission, Purpose Statement, Organizing Principles and Priority Initiatives
Mission

The mission of the Denali Commission is to provide infrastructure, job training and to support
economic development. The Commission was established with a specific focus on promoting
rural development in the following areas: bulk fuel storage, power generation, health care
facilities, surface transportation and waterfront facilities, communication systems and specialty
housing (e.g. domestic violence shelters). In executing the mission, the Commission strives to
deliver services in the most cost-effective manner possible.

Purpose Statement

Promote Rural Development by Unlocking More Powerful Solutions

Organizing Principles
- Lead transformational change to meet the infrastructure needs of rural communities in a

sustainable manner

- Deliver federal services in the most cost-effective and transparent manner, utilizing public
input every step of the way

« Focus on community infrastructure

- Use existing statutory authority, maximize Federal agencies in Alaska to effectively leverage
infrastructure funds and maximize federal-state-municipal-tribal coordination

- Actively promote good governance, accountability, and innovation

Priority Initiatives

1. Work with Federal and non-Federal stakeholders to define the future of the Denali
Commission and ensure alignment of all partners.
Protect existing infrastructure investments.

2.
3. Continue to develop and implement the new Village Infrastructure Protection program.
4. Maintain relevance and impact in rural Alaska.
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Denali Commissioners

The Denali Commission Act designates seven leading Alaskan policy makers by position to
form a team as the Denali Commissioners:

+ Federal Co-Chair, appointed by the U.S. Secretary of Commerce
« The Governor of Alaska, who serves as the State Co-Chair*

+ President of the University of Alaska

+ President of the Alaska Municipal League

+ President of the Alaska Federation of Natives

+ Executive President of the Alaska AFL-CIO

+ President of the Associated General Contractors of Alaska

Commissioners meet at least twice a year to develop and monitor annual work plans that guide
the agency’s activities. Commissioners draw upon community-based comprehensive plans as
well as comments from individuals, organizations, and partners to guide funding
recommendations. This approach helps provide basic services in the most cost-effective
manner by moving the problem-solving resources closer to the people best able to implement
solutions.

* The Governor has delegated this authority to the Deputy Chief of Staff.

Annual Work Plan
- Reviewed by Commissioners
> - Submitted by the Federal Co-Chair
- Approved by the Secretary of the U.S.
Department of Commerce
» Funding Allocations
+ Program Directions
« New Initiatives

Program Advisory Committees
B - Commissioners and outside members
- Implement Work Plan direction
- Make recommendations to Federal Co-Chair

Denali Commissioners

Federal Co-Chair
Reviews Grant
Recommendations

Grants
Executed
Signed by Federal
Co-Chair

Results and Progress
P | Reported back to Commissioners and Program
Advisory Committees
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Work Plan

Commissioners identified general program funding levels for the FY2021 Work Plan during a
meeting on February 26, 2020. Funding levels were based on anticipated “Base” appropriations
and an estimate of the 2020 allocations from the Trans-Alaska Pipeline Liability Fund (TAPL).
On January 15, 2020, the Agency held a public hearing to receive verbal comments on the draft
Work Plan. Written comments were accepted up to January 31, 2020. No comments were
received. Commissioners approved the draft Work Plan on February 26, 2020 and made no
changes to the draft Work Plan based on public comments. The draft FY2021 work plan was
then published in the Federal Register on June 22 ,2020. The comment period was through July
31, 2020, during which no comments were received. On October 6, 2020, the draft FY2021
Work Plan was submitted to the Department of Commerce. The Department formally approved
the Work Plan on October 27, 2020.

The approved FY2021 Work Plan included funding for the following programs: Energy Reliability
and Security, $4.93M; Bulk Fuel Safety and Security, $2.2M; Village Infrastructure Protection,
$1.0M; Transportation, $1M; Sanitation, $1.5M; Health Facilities, $0.75M; Housing, $0.5M;
Broadband, $0.75M; and Workforce and Economic Development, $1.68M. The full FY2021
Work Plan can be found in the Other Accompanying Information section of this document.

Program Resources

In FY2021, no project specific funds were provided in any appropriations to the Commission.
The final FY2021 Energy and Water Appropriations Bill included $15M of “Base” funding for the
Commission. $11M of this amount was made available for program related activities/projects.
This amount was consistent with the assumed Base funding in the Work Plan.

In FY2021 a total of $2,976,032 of TAPL funding was made available to the Commission for
bulk fuel program related activities/projects. This amount was approximately $775K higher than
the assumed TAPL allocation in the Work Plan.

During FY2021, the Commission also received approximately $7.03M from other agencies for
program activities/projects.

Base, TAPL and other funds transferred to the Commission remain available for use until
expended.
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Functional Uses of FY2021 Budgetary Resources

The FY2021 Commission budgetary authority funded Commission operating costs and the
following program activities/projects.

Energy Program

* Rural Power System Upgrades

» Bulk Fuel Storage Facility Upgrades

+ Power System and Bulk Fuel Facility Maintenance, Operator Training, Improvement Projects,
and Energy Efficiency Projects

* Renewable Energy Projects (wind, hydro, and biomass heating)

Village Infrastructure Protection Program
» Projects and Activities for the Communities of Newtok, Kivalina, Shishmaref, and Shaktoolik
» Other Projects and Activities for Communities Identified in GAO Report 09-551

» Center for Environmentally Threatened Communities Technical Assistance
» General Program Development and Support Activities

Transportation Program
* Road and/or Waterfront Transportation Maintenance, Improvement, or Expansion Projects

Sanitation Program

» Water Source Development

* Water Treatment and Distribution System Improvements

» Wastewater Treatment and Collection System Improvements

Healthcare Facilities Program
+ Construction of Community Healthcare Facilities
* Enhancement of Rural Health Clinics

Housing Program
» Construction of Rural Schoolteacher Housing Complex
* Enhancement of Rural Law Enforcement Housing Options

Economic and Workforce Development Program

» Various Funding for Regional Economic Development Organizations

» Technical Assistance Funding for State Aquaculture Enhancement

» Technical Training for Advanced Distance Services Provided for Vocational Organizations

Broadband Program

* Coordination on Alaska Native Broadband Spectrum Leases
» Technical Assistance on Updating State Broadband Plan

» Community Assistance on Broadband Enhancement
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As is customary, when additional Base, TAPL or other program funds become available during
the year once actual project budgets are finalized and/or when active projects are completed
under budget, those excess funds are applied to the programs approved in the current year Work
Plan.

Program Obligations

Commission staff implement the annual Work Plan via grants, cooperative agreements, and
contracts. It is difficult to link funding directly or exclusively in a particular year, with an individual
award or specific performance/outcomes in the same year because of certain timing issues. For
example, in some years the Work Plan approval process has not been completed until the third
or fourth quarter of the fiscal year. And in some years, the Base funds have been delayed due to
the congressional appropriation process not being complete by 30 September, and/or direct
transfers from other agencies were delayed. In addition, because the construction season is very
short in most of rural Alaska, unless funds can be obligated very early in the fiscal year, physical
construction cannot start until the following year. Finally, larger projects typically involve winter
shut down periods and take several construction seasons to complete. For these reasons, it is
more informative to summarize the funding available over several consecutive years, followed by
a summary of the actual grants, agreements and contracts issued during a similar period.
Invariably, the obligating documents involve a mixture of funds from several fiscal years and/or
sources, and the projects supported with these funds take longer than a year to complete.

A summary of the program funds available in FY2020 and FY2021 appears below, followed
by a summary of all the program investments/obligations made during the same period.

Program Resource Summary?®

Year Base TAPL Other®
FY2020 $18,680,571 $3,500,733 $8,869,428
FY2021 $13,499,778 $2,976,032 $7,402,646
Subtotals $32,180,349 $6,476,765 $16,272,074
Total $54,929,188

a. All allocations for Program activities and projects, including deobligations from completed projects
b. Includes prior year unobligated funds
c¢. DOA/RUS, DOT, State, DHHS/CDC, EPA, DOE, DOJ
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Program Obligations
October 2019 through September 2021

Program Amount
Energy / Bulk Fuel $28,589,122.04
Transportation $1,910,598.93
Village Infrastructure Protection $1,586,048.00
Healthcare Facilities $2,363,548.32
Housing $1,000,000.00
Sanitation $3,542,367.00
Economic and Workforce Development $2,164,936.80
Broadband $1,698,091.00
Special Projects $9,223,770.46
Total $52,078,482.55
% of Available 94.8%
Resources




Agency Financial Report (AFR)

Management Discussion and Analysis

Financial Performance Overview

As of September 30, 2021, the financial condition of the Denali Commission was sound with
respect to having sufficient funds to meet program needs and adequate control of these funds in
place to ensure obligations did not exceed budget authority. Agency audits were conducted in
accordance with auditing standards generally accepted in the United States of America, OMB
Bulletin 07-04 (Audit Requirements for Federal Financial Statements) and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

(IN MILLIONS) DENALI COMMISSION FEDERAL FUNDING SOURCES FY 1999 - FY 2021
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Financial Performance Overview

Sources of Funds

The Denali Commission is funded through the Energy and Water Appropriation, which is direct
budget authority; funds remain available until expended.

MAP-21 granted authority to accept funding from both federal and non-federal sources to carry
out the purposes of the Denali Commission Act.

The Commission is the recipient of a portion of the interest earned on the trust fund for the
Trans-Alaska Pipeline Liability (TAPL) fund. In FY 2021, $3.13 million was transferred to the
Commission to assist in efforts to make bulk fuel tanks in Alaska code compliant.

Budget Authority FY 2021

Appropriations Received $15,000,000

Appropriations Transferred In -

Non-expenditure Transfers 3,132,665

Offsetting Collections 7,704,793

Donations and Forfeitures of Cash and Cash Equivalents -

Total Budget Authority $25,837,458

In FY 2021, Denali Commission’s total budgetary resources were $28.03 million, which includes
$1.17 million in unobligated balances brought forward.

Uses of Funds by Function

The Denali Commission incurred obligations of $26.21 million in FY 2021 for program and
administration operations. Unobligated funds in the amount of $1.82 million were carried
forward, for obligation in FY 2022.

12
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Financial Statement Highlights

The Denali Commission’s financial statements summarize the financial activity and financial
position of the agency. The financial statements, footnotes and the balance of the required
supplementary information appear in the Financial Section of this document.

Limitations of the Financial Statements

The principal financial statements have been prepared to report the financial position and
results of operations of the entity, pursuant to the requirements of 31 USC 3515 (b). While the
statements have been prepared from the books and records of the entity in accordance with
Generally Accepted Accounting Principles (GAAP) for Federal entities and the formats
prescribed by OMB, the statements are in addition to the financial reports used to monitor and
control budgetary resources, which are prepared from the same books and records.

The statements should be read with the realization that they are for a component of the US
Government, a sovereign entity.

Balance Sheet

Assets

The Commission’s assets were $65.90 million as of September 30, 2021. This is an increase of
$1.50 million from the end of FY 2020. The Commission’s largest asset, Fund Balance with
Treasury, increased due to a decrease in grant disbursements to recipients. The assets
reported on the Commission’s balance sheet are summarized in the accompanying table.

Assets Summary FY 2021 FY 2020

Fund Balance with Treasury $65,895,150 $64,397,678

Other Intragovernmental Assets - =

Accounts Receivable, Public 32 -

Other Accounts Receivable, Public - -

Total Assets $65,895,182 $64,397,678

13
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Financial Statement Highlights

Liabilities

The Denali Commission’s liabilities were $7.21 million as of September 30, 2021, a decrease
of $0.78 million from the end of FY 2020. The liabilities reported on the Commission’s balance

sheet are summarized in the accompanying table.

Liabilities Summary FY 2021 FY 2020

Accounts Payable, Intragovernmental $62,173 $761,614
Other Intragovernmental Liabilities 24,272 272,013
Accounts Payable, Public 20,555 92,532
Other Liabilities, Public 7,103,703 6,867,186
Total Liabilities $7,210,703 $7,993,345

Net Position

The difference between total assets and total liabilities, net position, was $58.68 million as of
September 30, 2021. This is an increase of $2.28 million from the FY 2020 year-end balance.
The net position reported on the Denali Commission’s balance sheet is summarized in the

accompanying table.

Net Position Summary FY 2021 FY 2020

Unexpended Appropriations $2,863,867 $3,333,149
Cumulative Results of Operations 55,820,612 53,071,184
Total Net Position $58,684,479 $56,404,333

14
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Financial Statement Highlights

Statement of Net Cost

The Statement of Net Cost reports the cost of conducting the Denali Commission programs
during the reporting period. The accompanying table displays the net cost for FY 2021 and FY
2020.

Net Cost FY 2021 FY 2020

Program Costs $23,890,576 $38,933,599
Less: Earned Revenue 246,516 -
Total Net Costs of Operations $23,644,060 $38,933,599

Statement of Changes in Net Position

The net position for the year ended September 30, 2021 was $58.68 million, an increase of
$2.28 million from the FY 2020.

Statement of Budgetary Resources

The Statement of Budgetary Resources reflects the budget authority that the Denali
Commission possesses and compares the status of that budget authority. The Commission had
$28.03 million in total budgetary resources for FY 2021 — comprised of direct appropriations,
non-expenditure transfers from other federal agencies, and an unobligated balance

available from FY 2020. During the fiscal year, $26.21 million was obligated for program and
administrative functions; $1.82 million in funds were carried forward and will be available for
obligation in FY 2022. Net outlays in FY 2021 amounted to $16.46 million.

15
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Federal Managers’ Financial Integrity Act (FMFIA)

The Federal Managers’ Financial Integrity Act (FMFIA or the Integrity Act) provides the statutory
basis for management’s responsibility for, and assessment of, accounting and administrative
internal controls. Such controls include program, operational, and administrative areas, as well
as accounting and financial management. The FMFIA requires executive agencies to establish
internal and administrative controls in accordance with standards prescribed by the Comptroller
General that provide reasonable assurance that obligations and costs are in compliance with
applicable laws; funds, property, and other assets are safeguarded against waste, loss,
unauthorized use, or misappropriation; and revenues and expenditures are properly recorded
and accounted for to maintain accountability over the assets. The FMFIA also requires the
agency head to annually assess and report on the effectiveness of internal controls that protect
the integrity of federal programs and whether financial management systems conform to related
requirements.

FMFIA Statement of Assurance

The Denali Commission management is responsible for establishing and maintaining effective
internal control and financial management systems that meet the objectives of the Federal
Managers’ Financial Integrity Act (FMFIA). | can provide an unqualified statement of assurance
of the agency’s compliance with the FMFIA. The Commission’s internal controls provide for
effective and efficient programmatic operations, reliable financial reporting, and compliance
with applicable laws and regulations. Assessments have been conducted regarding the internal
controls over financial reporting. The Commission attests the reasonable assurance that the
internal controls over financial reporting comply with the requirements of the FMFIA.

Further, evaluations tested the effectiveness of the internal control over operations and
compliance with applicable laws and regulations in accordance with OMB Circular A-123,
Management’s Responsibility for Internal Control. Based on the results of these evaluations, the
Denali Commission can provide reasonable assurance that

its internal controls over the effectiveness and efficiency of operations and compliance with
applicable laws and regulations as of September 30, 2021, was operating effectively and no
material weaknesses were found in the design or operation of the internal controls.

Finally, the US Treasury, Bureau of Fiscal Service (BFS) (Denali Commission’s Financial
Management Line of Business partner) engages a contractor to independently review its
financial management systems in accordance with OMB Circular A-127, Financial Management
Systems. Based on the results of this review, BFS and therefore the Denali Commission can
provide reasonable assurance that its financial management systems comply with the
applicable provisions of the FMFIA as of September 30, 2021.

16



Agency Financial Report (AFR)
Analysis of Systems, Controls and Legal Compliance

Federal Financial Management Improvement Act (FFMIA)

Federal Financial Management Improvement Act (FFMIA)

The Federal Financial Management Improvement Act (FFMIA) is designed to advance Federal
financial management by ensuring that Federal financial management systems provide
accurate, reliable, and timely financial management information to the government’s managers.
Compliance with the FFMIA provides the basis for the continuing use of reliable financial
management information by program managers, and by the President, Congress, and the
public.

FFMIA Compliance Determination

The Commission utilizes the services of US Treasury BFS and its financial management
system. Annual audits of their system indicate that the system complies with federal financial
management systems requirements, standards promulgated by the Federal Accounting
Standards Advisory Board (FASAB), and U.S. Standard General Ledger (USSGL) at the
transaction level. The annual financial audit confirms this finding.

Goals and the supporting financial systems strategies

As a small agency, the Commission has arrived at the conclusion that human and financial
resources internal to the agency are not sufficient to meet the increasing federal standards for
financial systems and the costs involved. Therefore, in 2009, the Commission outsourced our
financial management system and transactional level activities to the U.S. Treasury BFS. This
strategy has proven effective and efficient and allows this small agency to assure the President,
Congress and the public that federal budget authority entrusted to the Commission is executed
responsibly and with full accountability.

Garrett Boyle
Federal Co-Chair

17
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Inspector General Transmittal Letter

Denali Commission

Fiscal Year 2021 Financial Statement Audit Report

FINAL REPORT
November 9, 2021
Report No. 2021.11.9
Denali Commission Office
of Inspector General
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INSPECTOR GENERAL
MEMORANDUM

DATE: November 9, 2021

TO: Garrett Boyle
Federal Co-Chair, Denali Commission

Tyson Gallagher
State Co-Chair, Deputy Chief of Staff, Office of the Governor of Alaska

Alicia Siira
Executive Director, Associated General Contractors of Alaska

Julie E. Kitka
President, Alaska Federation of Natives

Nils Andreassen
Executive Director, Alaska Municipal League

Pat Pitney
Interim President, University of Alaska

Joelle Hall
Executive President, Alaska State AFL-CIO

odbail. 1, Follatg~—
FROM: Roderick H. Fillinger
Inspector General

SUBJECT: Fiscal Year 2021 Financial Statement Audit Report

I am pleased to provide you with the attached audit report in which SB & Company, LLC (SBC),
an independent public accounting firm, presented an unmodified opinion on the Denali
Commission’s fiscal year 2021 financial statements. SBC performed the audit in accordance with
U.S. generally accepted government auditing standards.

19
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November 9, 2021
Page |2

In its audit of the Denali Commission, SBC

- Identified no material weaknesses in internal control over financial reporting and grant
origination;

- Identified no instances of noncompliance with provisions of applicable law, regulations,
contracts, and grant agreements; and

- Determined that the financial statements were fairly presented in all material respects and in
conformity with U.S. generally accepted accounting principles.

My office oversaw the audit performance, including the review of SBC’s report and related
documentation and inquiries of its representatives. This review disclosed no instances where SBC
did not comply, in all material respects, with U.S. generally accepted government auditing
standards. As differentiated from an audit in accordance with these standards, my review was not
intended to enable me to express any opinion on the Denali Commission’s financial statements.

Therefore, I do not express any opinion on the Denali Commission’s financial statements,
conclusions about the effectiveness of internal controls, or conclusions on compliance with laws,
regulations, contracts, and grant agreements. SBC is solely responsible for the attached report,
dated November 2, 2021, and the conclusions expressed in it.

We appreciate the cooperation and courtesies the Denali Commission extended to both SBC and
my office during the audit. [f you wish to discuss the contents of this report, please call me at (907)
271-3500.

Attachment

cc: John Whittington, General Counsel
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Report of Independent Public Accountants

~

SB & COMPAN Y, 1ic

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Office of the Inspector General and the Denali Commission

In our audits of the fiscal years 2021 and 2020 financial statements of the Denali Commission
(the Commission), we found

[1 The Commission’s financial statements as of and for the fiscal years ended September
30, 2021 and 2020, are presented fairly, in all material respects, in accordance with U.S.
generally accepted accounting principles;

[l The Commission’s internal control over financial reporting was effective for the
fiscal year ended September 30, 2021; and

Ll no reportable noncompliance for fiscal year 2021 with provisions of applicable laws,
regulations, contracts, and grant agreements we tested.

The following sections discuss in more detail (1) our report on the financial statements, which
includes the description of the material weakness in internal controls over financial reporting
and required supplementary information (RSI) and other information included with the
financial statements; (2) our report on internal control over financial reporting; (3) our report
on compliance with laws, regulations, contracts, and grant agreements; and (4) agency
comments.

Report on the Financial Statements

We have audited the Commission’s financial statements. The Commission’s financial
statements comprise the balance sheets as of September 30, 2021 and 2020; the related
statements of net cost, changes in net position, and budgetary resources for the fiscal years
then ended; and the related notes to the financial statements.

We conducted our audits in accordance with U.S. generally accepted government auditing
standards. We believe that the audit evidence we obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Management’s Responsibility

The Commission’s management is responsible for (1) the preparation and fair presentation of
these financial statements in accordance with U.S. generally accepted accounting principles;
(2) preparing, measuring, and presenting the RSI in accordance with U.S. generally accepted
accounting principles; (3) preparing and presenting other information included in documents
containing the audited financial statements and auditor’s report, and ensuring the consistency
of that information with the audited financial statements and the RSI; and (4) maintaining
effective internal control over financial reporting, including the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

10200 Grand Central Ave = Suite 2500 « Owings Mills « Maryland 21117 « P 410-584-0060 » F 410-584-0061
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Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.

U.S. generally accepted government auditing standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement. We are also responsible for applying certain limited procedures to RSI
and other information included with the financial statements.

An audit of financial statements involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The procedures selected depend
on the auditor’s judgment, including the auditor’s assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit of financial
statements also involves evaluating the appropriateness of the accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements. Our audits also included
performing such other procedures as we considered necessary in the circumstances.

Opinion on Financial Statements

In our opinion, the Commission’s financial statements present fairly, in all material respects,
the Commission’s financial position as of September 30, 2021 and 2020, and its net cost of
operations, changes in net position, and budgetary resources for the fiscal years then ended in
accordance with U.S. generally accepted accounting principles.

Other Matters

Required Supplementary Information

U.S. generally accepted accounting principles issued by the Federal Accounting Standards
Advisory Board (FASAB) require that the RSI be presented to supplement the financial
statements. Although the RSI is not a part of the financial statements, FASAB considers this
information to be an essential part of financial reporting for placing the financial statements in
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the RSI in accordance with U.S. generally accepted government auditing
standards, which consisted of inquiries of management about the methods of preparing the RSI
and comparing the information for consistency with management’s responses to the auditor’s
inquiries, the financial statements, and other knowledge we obtained during the audit of the
financial statements, in order to report omissions or material departures from FASAB
guidelines, if any, identified by these limited procedures. We did not audit and we do not
express an opinion or provide any assurance on the RSI because the limited procedures we
applied do not provide sufficient evidence to express an opinion or provide any assurance.

10200 Grand Central Ave « Suite 2500 » Owings Mills « Maryland 21117 = P 410-584-0060 « F 410-584-0061
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Other Information

The Commission’s other information contains a wide range of information, some of which is
not directly related to the financial statements. This information is presented for purposes of
additional analysis and is not a required part of the financial statements or the RSI. We read
the other information included with the financial statements in order to identify material
inconsistencies, if any, with the audited financial statements. Our audit was conducted for the
purpose of forming an opinion on the Commission’s financial statements. We did not audit
and do not express an opinion or provide any assurance on the other information.

Other Matter

During the year ended September 30, 2019, the former interim inspector general began an
investigation into certain members of senior management of the Commission. See note 14 of
the financial statements for more information. Our opinion is not modified with respect to
this matter.

Report on Internal Control over Financial Reporting

In connection with our audits of the Commission’s financial statements, we considered the
Commission’s internal control over financial reporting, consistent with our auditor’s
responsibility discussed below. We performed our procedures related to the Commission’s
internal control over financial reporting in accordance with U.S. generally accepted
government auditing standards.

Management’s Responsibility

The Commission’s management is responsible for maintaining effective internal control over
financial reporting, including the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

In planning and performing our audit of the Commission’s financial statements as of and for
the year ended September 30, 2021, in accordance with U.S. generally accepted government
auditing standards, we considered the Commission’s internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Commission’s internal control over financial
reporting.

Accordingly, we do not express an opinion on the Commission’s internal ¢control over financial
reporting. We are required to report all deficiencies that are considered to be significant
deficiencies or material weaknesses. We did not consider all internal controls relevant to
operating objectives, such as those controls relevant to preparing performance information and
ensuring efficient operations.

10200 Grand Central Ave = Suite 2500 « Owings Mills « Maryland 21117 « P 410-584-0060 » F 410-584-0061



Agency Financial Report (AFR)
Financial Section

Report of Independent Public Accountants

Definition and Inherent Limitations of Internal Control over Financial Reporting

An entity’s internal control over financial reporting is a process effected by those charged with
governance, management, and other personnel, the objectives of which are to provide
reasonable assurance that (1) transactions are properly recorded, processed, and summarized
to permit the preparation of financial statements in accordance with U.S. generally accepted
accounting principles, and assets are safeguarded against loss from unauthorized acquisition,
use, or disposition, and (2) transactions are executed in accordance with provisions of
applicable laws, including those governing the use of budget authority, regulations, contracts,
and grant agreements, noncompliance with which could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent,
or detect and correct, misstatements due to fraud or error.

Results of Our Consideration of Internal Control over Financial Reporting

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. Given these limitations, during our audit we did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Intended Purpose of Report on Internal Control over Financial Reporting

The purpose of this report is solely to describe the scope of our consideration of the
Commission’s internal control over financial reporting and the results of our procedures, and
not to provide an opinion on the effectiveness of the Commission’s internal control over
financial reporting. This report is an integral part of an audit performed in accordance with
U.S. generally accepted government auditing standards in considering internal control over
financial reporting. Accordingly, this report on internal control over financial reporting is not
suitable for any other purpose.

Report on Compliance with Laws, Regulations, Contracts, and Grant Agreements

In connection with our audits of the Commission financial statements, we tested compliance
with selected provisions of applicable laws, regulations, contracts, and grant agreements
consistent with our auditor’s responsibility discussed below. We caution that noncompliance
may occur and not be detected by these tests. We performed our tests of compliance in
accordance with U.S. generally accepted government auditing standards.

Management’s Responsibility

The Commission’s management is responsible for complying with laws, regulations,
contracts, and grant agreements applicable to the Commission.

10200 Grand Central Ave « Suite 2500 » Owings Mills « Maryland 21117 = P 410-584-0060 « F 410-584-0061



Agency Financial Report (AFR)

Financial Section

Report of Independent Public Accountants

SB & COMPAN Y, 1ic

Auditor’s Responsibility

Our responsibility is to test compliance with selected provisions of applicable laws,
regulations, contracts, and grant agreements applicable to the Commission that have a direct
effect on the determination of material amounts and disclosures in the Commission’s
financial statements and perform certain other limited procedures. Accordingly, we did not
test compliance with all laws, regulations, contracts, and grant agreements applicable to the
Commission.

Results of Our Tests for Compliance with Laws, Regulations. Contracts, and Grant Agreements

Our tests for compliance with selected provisions of applicable laws, regulations, contracts,
and grant agreements disclosed no instances of noncompliance for fiscal year 2020 that would
be reportable under U.S. generally accepted government auditing standards. However, the
objective of our tests was not to provide an opinion on compliance with laws, regulations,
contracts, and grant agreements applicable to the Commission. Accordingly, we do not express
such an opinion.

Intended Purpose of Report on Compliance with Laws, Regulations, Contracts, and
Grant Agreements

The purpose of this report is solely to describe the scope of our testing of compliance with
selected provisions of applicable laws, regulations, contracts, and grant agreements, and
the results of that testing, and not to provide an opinion on compliance. This report is an
integral part of an audit performed in accordance with U.S. generally accepted government
auditing standards in considering compliance. Accordingly, this report on compliance with
laws, regulations, contracts, and grant agreements is not suitable for any other purpose.

Agency Comments

In commenting on a draft of this report, the Commission commented on the results discussed
within this opinion. The complete text of the Commission’s response is reprinted in appendix
II. We have not performed any audit procedures on the Commission’s response and take no
responsibility for the response. The findings stated within this opinion remain as stated.

’jg "&wfa«wﬁ. HFEa

Owings Mills, Maryland
November 2, 2021

10200 Grand Central Ave = Suite 2500 » Owings Mills « Maryland 21117 » P 410-584-0060 » F 410-584-0061

25



Agency Financial Report (AFR)

Financial Section

Financial Statements

Denali Commission
FINANCIAL STATEMENTS

FOR THE YEARS ENDED
SEPTEMBER 30, 2021 AND 2020

26



Agency Financial Report (AFR)

Financial Section

Financial Statements

DENALI COMMISSION
FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2021 AND 2020

TABLE OF CONTENTS

STATEMENT OF NET COST ... ot ittt it ot it e e et e e e e e e s e an e
STATEMENT QF CHANGES.IN INEL: POSELTEN o v oueussrcoseegarses e e 5585850 516 655070595 o6 57057600 4
STATEMENT OF BUDGETARY RESOIIREES s rms o s s s s s s s s 9oy

NOTES TO THE FINANCIAL: STATEMENTS s s cvsmmnyriisisn St s

27



Agency Financial Report (AFR)

Financial Section

Financial Statements

DENALI COMMISSION
BALANCE SHEET

AS OF SEPTEMBER 30, 2021 AND 2020

{In Dollars)

2020
Assets:
Intragovernmental:

Fund Balance with Treasury (Note 3) $ 65,895,150 $ 64,397,678
Total Intragovernmental 65,895,150 64,397,678
With the Public:

Accounts Receivable, Net (Note 4) 32 -
Total With the Public 32 -

Total Assets $ 65,895,182 $ 64,397,678
Liabilities (Note 3):
Intragovernmental:
Accounts Payable $ 62,173 3 761,614
Accounts Payable 62,173 761,614
Advances from Others and Deferred Revenue & 246,516
Other Liabilities (Note 6} 24,272 25497
Other Liabilities (Without Reciprocals) (Note 6) 4,844 5418
Benefit Program Contributions Payable 19,428 20,079
Total Intragovernmental 86,445 1,033,627
With the Public:

Accounts Payable 20,555 92,532

Federal Employee Benefits Payable 175,513 171,317

Other Liabilities (Note 6) 6,928,190 6,695,869
Total With the Public 7,124,258 6,959,718

Total Liabilities S 7,210,703 § 7,993,345
Net Position:

Unexpended Appropriations - Funds from Other than Dedicated Collections 2,863,867 3,333,149
Total Unexpended Appropriations 2.863.867 3,333,149

Cumulative Results of Operations - Funds from Dedicated Collections (Note 8) 8.693,571 11,612,467

Cumulative Results of Operations - Funds from Other than Dedicated Collections 47,127,041 41,458,717
Total Cumulative Results of Operations 55,820,612 53,071,184
Total Net Position 58.684.479 56,404,333

Total Liabilities and Net Pogition $ 65,895,182 $ 64,397,678

The accompanying notes are an integral part of these financial statements.
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DENALI COMMISSION
STATEMENT OF NET COST
FOR THE YEARS ENDED SEPTEMBER 30, 2021 AND 2020
(In Dollars)

Gross Program Costs:

Gross Costs $ 23890576 § 38933599

Less: Earned Revenue (246,516) -

Net Program Costs 3 23,644,060 3 38,933,599
Net Cost of Operations $ 23,644,060 $ 38,933,599

The accompanying notes are an integral part of these financial statements.
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DENALI COMMISSION
STATEMENT OF CHANGES IN NET POSITION
FOR THE YEARS ENDED SEPTEMEBER 30, 2021 AND 2020

(In Dollarsy
2021 2021 2021 2020 2020 2020
Funds from Funds from Other Funds from Funds from Other
Dedicated than Dedicated Dedicated than Dedicated
Collections Collections Eliminations onsolidated Total Collections Collections Eliminations Consolidated Total|

Unexpended Appropriations:

Eeginmng Balances b G ¥ 3,333,148 3 z § 3,333,148 § - § 17,587,502 § 5 & 17,587,502
Appropriations Received - 15,000,000 - 15,000,000 - 15,000,000 - 15,000,000
Appropriations Used e (15,469,282) 7 (15,469,282) ] (29,254,353) * (259,254,353)

Met Change in Unexpended Appropnations - (469,282) - (469,282) - (14,254,353 - (14,254,353)

Total Unexpended Appropriations - Ending £ = 4 2863867 5 : $ 263 RAT § : § 3,333,149 § 2 5 3,335,148

Cumulative Results of Operations:

Eeginmng Balances b 11612467 k] 41458717 3 z $ 53071184 $ 13,176,894 $ 41262312 $ z 5 54,439,206
Appropriations Used o 15,469,282 # 15,468,282 3 29,254,353 * 289,254,353
Transfers InfCut Without Reirbursement 3,132,665 704,783 7 10,837,458 3,448,693 4,786,100 % §,234,793
Imputed Financing (Note 9) = 86,748 i 86,745 5 76,431 = 76,431

Net Cost of Cperations (6,051,561) (17,592,439) - (23,644,060) (5,013,120} (33,920,479) - (38,933,539)

et Change in Cumulative Results of Operations (2,918 896) 5,668 324 : 27749428 (1. 564.427) 196,405 - (1,368,022)
mlative Results of Operations - Ending 4§ 5 3 - % 55,820,612 § § 41,458,717 § = 3 53,071,184

— - = = T T T =

T

The accompanying notes are an integral part of these financial statements.
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DENALI COMMISSION
STATEMENT OF BUDGETARY RESOURCES
FOR THE YEARS ENDED SEPTEMBER 30, 2021 AND 2020
(In Dollars)

Budgetary Resources:
Unobligated balance from prior year budget authority, net $ 2,187,962 $ 14,819,055
Appropriations 18,132,665 18,448,693
Spending authority from offsetting collections 7,704,792 4,786,100
Total Budgetary Resources $ 28,025.419 $ 38,053,848
Status of Budgetary Resources:
New obligations and upward adjustments (total) $ 26,208,151 3 36,879,993
Unobligated balance, end of year:
Apportioned, unexpired accounts 1,660,944 1,173,855
Unapportioned, unexpired accounts 156,324 -
Unobligated balance, end of year (total) 1,817,268 1,173,855
Total Budgetary Resources $ 28,025419 $ 38,053,848
Outlays, Net and Disbursements, Net:
Outlays, net (total) 16,455,243 40,391,466
Distributed Offsetting Receipts - (183,030
Agency outlays, net 16,455,243 40,208,436

The accompanying hotes are an integral part of these financial statements.

31



Agency Financial Report (AFR)

Financial Section

Financial Statements

DENALI COMMISSION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The Denali Commission was established under the Denali Commission Act of 1998 (P.L. 105-277,
Division C, Title III), as amended and 42 U.S.C. Chapter 38, Sec. 3121. The Commission, a
“designated” federal entity as published by the Office of Management and Budget under the
Inspector General Act of 1978, functions as a unique federal-state-local partnership to address
crucial needs of rural Alaskan communities, particularly isolated Native villages and other
communities lacking access to the national highway system, affordable power, adequate health
facilities and other impediments to economic self-sufficiency. The Denali Commission reporting
entity is comprised of Trust Funds, General Funds, Special Funds and General Miscellancous
Receipts.

The Denali Commission is a party to allocation transfers with other federal agencies as a receiving
(child) entity. Allocation transfers are legal delegations by one department of its authority to
obligate budget authority and outlay funds to another department. A separate fund account
(allocation account) is created in the U.S. Treasury as a subset of the parent fund account for
tracking and reporting purposes. All allocation transfers of balances are credited to this account,
and subsequent obligations and outlays incurred by the child entity are charged to this allocation
account as they execute the delegated activity on behalf of the parent entity. Generally, all financial
activity related to these allocation transfers is reported in the financial statements of the parent
entity, from which the underlying legislative authority, appropriations and budget apportionments
are derived. The Denali Commission receives allocation transfers, as the child, from the Federal
Highway Administration under the Department of Transportation.

Trust Funds are credited with receipts that are generated by terms of a trust agreement or statute.
At the point of collection, our receipts are unavailable until appropriated by the U.S. Congress. The
Trust Fund in our financial statements includes the Trans-Alaska Pipeline Liability Fund (TAPL),
which is managed by the U.S. Treasury Bureau of Fiscal Service, and assists the efforts to make
bulk fuel tanks in Alaska EPA code-compliant.

General Funds are accounts used to record financial transactions arising under congressional
appropriations or other authorizations to spend general revenues. Denali Commission manages
two General Fund accounts.

Special Funds are receipt accounts credited with collections earmarked by law but included in the
Federal funds group rather than classified as trust fund collections.
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General Fund Miscellancous Receipts are accounts established for receipts of non-recurring
activity, such as fines, penalties, fees and other miscellaneous receipts for services and benefits.

B. Basis of Presentation

The financial statements have been prepared to report the financial position and results of
operations of the Denali Commission. The Balance Sheet presents the financial position of the
agency. The Statement of Net Cost presents the agency’s operating results; the Statement of
Changes in Net Position displays the changes in the agency’s equity accounts. The Statement of
Budgetary Resources presents the sources, status, and uses of the agency’s resources and follows
the rules for the Budget of the United States Government.

The statements are a requirement of the Chief Financial Officers Act of 1990 and the Government
Management Reform Act of 1994. They have been prepared from, and are fully supported by, the
books and records of the Denali Commission in accordance with the hierarchy of accounting
principles generally accepted in the United States of America, standards issued by the Federal
Accounting Standards Advisory Board (FASAB), Office of Management and Budget (OMB)
Circular A-136, Financial Reporting Requirements, as amended, and the Denali Commission
accounting policies which are summarized in this note. These statements, with the exception of
the Statement of Budgetary Resources, are different from financial management reports, which are
also prepared pursuant to OMB directives that are used to monitor and control the Denali
Commission’s use of budgetary resources. The financial statements and associated notes are
presented on a comparative basis. Unless specified otherwise, all amounts are presented in dollars.

C. Basis of Accounting

Transactions are recorded on both an accrual accounting basis and a budgetary basis. Under the
accrual method, revenues are recognized when earned, and expenses are recognized when a liability
is incurred, without regard to receipt or payment of cash. Budgetary accounting facilitates
compliance with legal requirements on the use of federal funds.

D. Fund Balance with Treasury

FBWT is an asset of a reporting entity and a liability of the General Fund. It is the aggregate amount
of the Denali Commission’s funds with Treasury in expenditure, receipt, and deposit fund accounts.
Appropriated funds recorded in expenditure accounts are available to pay current liabilities and
finance authorized purchases.

The Denali Commission does not maintain bank accounts of its own, has no disbursing authority,
and does not maintain cash held outside of Treasury. When the reporting entity seeks to use FBWT
to liquidate budgetary obligations, Treasury will finance the disbursements in the same way it
finances all other disbursements, which is to borrow from the public if there is a budget deficit (and
to use current receipts if there is a budget surplus). Funds are disbursed for the agency on demand.

E. Accounts Receivable

Accounts receivable consists of amounts owed to the Denali Commission by other federal agencies
and the general public. Amounts due from federal agencies are considered fully collectible.
Accounts receivable from the public include reimbursements from employees. An allowance for
uncollectible accounts receivable from the public is established when, based upon a review of
outstanding accounts and the failure of all collection efforts, management determines that collection
is unlikely to occur considering the debtor’s ability to pay.
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F. Advances and Prepaid Charges

Advance payments are generally prohibited by law. There are some exceptions, such as
reimbursable agreements, subscriptions and payments to contractors and employees. Payments
made in advance of the receipt of goods and services are recorded as advances or prepaid charges
at the time of prepayment and recognized as expenses when the related goods and services are
received.

G. Liabilities

Liabilities represent the amount of funds likely to be paid by the Denali Commission as a result of
transactions or events that have already occurred.

The Denali Commission reports its liabilities under two categories, Intragovernmental and With
the Public. Intragovernmental liabilities represent funds owed to another government agency.
Liabilities with the Public represent funds owed to any entity or person that is not a federal agency,
including private sector firms and federal employees. Each of these categories may include
liabilities that are covered by budgetary resources and liabilities not covered by budgetary
resources.

Liabilities covered by budgetary resources are liabilities funded by a current appropriation or other
funding source. These consist of accounts payable and accrued payroll and benefits. Accounts
payable represent amounts owed to another entity for goods ordered and received and for services
rendered except for employees. Accrued payroll and benefits represent payroll costs earned by
employees during the fiscal year which are not paid until the next fiscal year.

Liabilities not covered by budgetary resources are liabilities that are not funded by any current
appropriation or other funding source. These liabilities consist of accrued annual leave, actuarial
FECA, and the amounts due to Treasury for collection and accounts receivable of civil penalties
and FOIA request fees.

H. Annual, Sick, and Other Leave

Annual leave is accrued as it is earned, and the accrual is reduced as leave is taken. The balance in
the accrued leave account is adjusted to reflect current pay rates. Liabilities associated with other
types of vested leave, including compensatory, restored leave, and sick leave in certain
circumstances, are accrued at year-end, based on latest pay rates and unused hours of leave.
Funding will be obtained from future financing sources to the extent that current or prior year
appropriations are not available to fund annual and other types of vested leave carned but not taken.
Nonvested leave is expensed when used. Any liability for sick leave that is accrued but not taken
by a Civil Service Retirement System (CSRS)-covered employee is transferred to the Office of
Personnel Management (OPM) upon the retirement of that individual. Credit is given for sick leave
balances in the computation of annuities upon the retirement of Federal Employees Retirement
System (FERS)-covered employees.

1. Accrued and Actuarial Workers’ Compensation

The Federal Employees' Compensation Act (FECA) administered by the U.S. Department of Labor
(DOL) addresses all claims brought by the Denali Commission employees for on-the-job injuries.
The DOL bills each agency annually as its claims are paid, but payment of these bills is deferred
for two years to allow for funding through the budget process. Similarly, employees that the Denali

7
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Commission terminates without cause may receive unemployment compensation benefits under
the unemployment insurance program also administered by the DOL, which bills each agency
quarterly for paid claims. Future appropriations will be used for the reimbursement to DOL. The
liability consists of (1) the net present value of estimated future payments calculated by the DOL,
and (2) the unrcimbursed cost paid by DOL for compensation to recipients under the FECA.

J. Other Post-Employment Benefits

The Denali Commission employees cligible to participate in the Federal Employees' Health
Benefits Plan (FEHBP) and the Federal Employees' Group Life Insurance Program (FEGLIP) may
continue to participate in these programs after their retirement. The OPM has provided the Denali
Commission with certain cost factors that estimate the true cost of providing the post-retirement
benefit to current employees. The Denali Commission recognizes a current cost for these and Other
Retirement Benefits (ORB) at the time the employee's services are rendered. The ORB expense is
financed by OPM and offset by the Denali Commission through the recognition of an imputed
financing source.

K. Use of Estimates

The preparation of the accompanying financial statements in accordance with generally accepted
accounting principles requires management to make certain estimates and assumptions that affect
the reported amounts of assets, liabilities, revenues, and expenses. Actual results could differ from
those estimates.

L. Reclassification

Certain fiscal year 2020 balances have been reclassified, retitled, or combined with other financial
statement line items for consistency with the current year presentation.

M. Classified Activities

Accounting standards require all reporting entities to disclose that accounting standards allow
certain presentations and disclosures to be modified, if needed, to prevent the disclosure of
classified information.

NOTE 2. NON-ENTITY ASSETS

The Denali Commission Act of 1998 states that one of the purposes of the Commission is to deliver
the services of the federal government in the most cost-cffective manner practicable by reducing
administrative and overhead costs. In the spirit of this legislation, the Commission has offered a
service to other federal agencies whereby a federal agency may utilize the Commission to make
payments to non-federal organizations in Alaska on the agency’s behalf. No fee is collected for
this service. Amounts received from the State of Alaska, but not disbursed, are recorded on the
Balance Sheet in the Fund Balance with Treasury line and are offset by a liability on the Other
Liabilities line. This balance is $266,154 and $446,104 as of September 30, 2021 and 2020,
respectively.
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NOTE 3. FUND BALANCE WITH TREASURY

Fund balance with Treasury account balances as of September 30, 2021 and 2020, were as follows:

2021 2020

Status of Fund Balance with Treasury:

Unobligated Balance
Available $ 1660944 §  1,173854
Unavailable 156,324 =
Obligated Balance Not Yet Disbursed 63,474,225 62,440,217
Temporary Sequestration TAPL 337,503 337,503
Non-Budgetary FBWT 266,154 446,104
Total $ 65,895,150 $ 64397678

No discrepancies exist between the Fund Balance reflected on the Balance Sheet and the balances
in the Treasury accounts.

The available unobligated fund balances represent the current-period amount available for
obligation or commitment. At the start of the next fiscal year, this amount will become part of the
unavailable balance as described in the following paragraph.

The unavailable unobligated fund balances represent the amount of appropriations for which the
period of availability for obligation has expired. These balances are available for upward
adjustments of obligations incurred only during the period for which the appropriation was
available for obligation or for paying claims attributable to the appropriations.

The obligated balance not yet disbursed includes accounts payable, accrued expenses, and

undelivered orders that have reduced unexpended appropriations but have not yet decreased the
fund balance on hand.

NOTE 4. ACCOUNTS RECEIVABLE

Accounts receivable balances as of September 30, 2021 and 2020, were as follows:

2021 2020
With the Public
Accounts Receivable S 32 $ -
Total Public Accounts Receivable $ 32 $ -
Total Accounts Receivable $ 32 $ -

Historical experience has indicated that the majority of the receivables are collectible. There are
no material uncollectible accounts as of September 30, 2021 and 2020.
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NOTE 5. LIABILITIES NOT COVERED BY BUDGETARY RESOURCES

The liabilities for the Denali Commission as of September 30, 2021 and 2020, include liabilities
not covered by budgetary resources. Congressional action is needed before budgetary resources
can be provided. Although future appropriations to fund these liabilities are likely and anticipated,

it is not certain that appropriations will be enacted to fund these liabilities.

2021 2020

Intragovernmental — FECA $ 1,355 $ 1.355
Unfunded Leave 172,075 167.324
Deposit Fund Liabilities 261,308 446,104
Total Liabilities Not Covered by Budgetary Resources $ 434,738 $ 614,783
Total Liabilities Covered by Budgetary Resources 6,775,965 7,378,562
Total Liabilities $ 7,210,703 $ 7.993.345

Unfunded leave represents a liability for earned leave and is reduced when leave is taken. The
balance in the accrued annual leave account is reviewed quarterly and adjusted as needed to
accurately reflect the liability at current pay rates and leave balances. Accrued annual leave is paid
from future funding sources and, accordingly, is reflected as a liability not covered by budgetary

resources. Sick and other leave is expensed as taken.

NOTE 6. OTHER LIABILITIES

Other liabilities account balances as of September 30, 2021 were as follows:

Current Non Current Total

Intragovernmental

Employer Contributions and Payroll Taxes Payable (without reciprocals) S 4,844 N - 4.844

Employer Contributions and Payroll Taxes Payable 18073 - 18,073

Unfunded FECA Liability - 1355 1,355
Total Intragovernmental Other Liabilities $ 22917 b 1355 242712
With the Public

Acerued Funded Payroll and Leave $ 84,869 S - 84,869

Other Accrued Liabilities Grants 6,578,392 - 6,578,392

Liability for Non-Fiduciary Deposit Funds and Undeposited Collections 264.929 - 264,929
Total Public Other Liabilities $ 6928190 § - 6,928,190
Total Other Liabilities $ 6951107 $ 1355 6952462

10
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Other liabilities account balances as of September 30, 2020 were as follows:

Current Non Current Total

Intragovernmental

Employer Contributions and Payroll Taxes Payable (without reciprocals) $ 5418 $ 5418

Employer Contributions and Payroll Taxes Payable 18724 - 18,724

Unfunded FECA Liability - 1,355 1,355
Total Intragovernmental Other Liabilities $ 842§ 1,355 25497
With the Public

Accrued Funded Payrolland Leave $ 89396 $ 89,396

Other Accrued Liabilities Grants 6,160,369 6,160,369

Liability for Non-Fiduciary Deposit Funds and Undeposited Collections 446,104 446,104
Total Public Other Liabilities 6695869 $ - 6,693,869
Total Other Liabilities § 6720011 3 1,355 6,721,366

NOTE 7. LEASES

Operating Leases

Denali Commission occupies office space under a lease agreement that is accounted for as an
operating lease. Annual rent for each location is charged by the General Services Administration
(GSA), which acts as the federal leasing agent. The lease term began on October 1, 2021 and
expires on September 30, 2026. Lease payments are increased annually based on the adjustments
for operating cost and real estate tax escalations. The total operating lease expense for fiscal years
2021 and 2020 were $436,196 and $423,913, respectively. Below is a schedule of future payments
for the term of the lease.

Asset Category Totals
Fiscal Year Building Federal Non-Federal
2022 3 419,545 $ 419,545 $ -
2023 419,711 419,711 -
2024 419,881 419,881 -
2025 420,057 420,057 -
2026 420,237 420,237 -
Total Future Lease Payments $ 2,099.431 $ 2099431 $ -
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NOTE 8. FUNDS FROM DEDICATED COLLECTIONS

The Omnibus Consolidated and Emergency Supplemental Appropriations Act of 1999 established
the annual transfer of interest from the Oil Spill Liability Trust Fund to the Denali Commission.
The Coast Guard and the Environmental Protection Agency enlist the assistance of the Commission
to help in bringing bulk fuel tanks in Alaska up to environmental and safety standards as set by the
two agencies. The Commission accounts for and reports on the use of these funds separately
through its annual budget execution reporting.

12
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Schedule of Funds from Dedicated Collections as of September 30, 2021:

Total Funds from

Dedicated Collections

(Consolidated)

Balance Sheet

Intragovernmental
Fund Balance with Treasury $ 11,618,486
Total Intragovernmental Assets 11,618,486
Total Assets $ 11618486
Intragovernmental
Accounts Payable S 2,164
Total Intragovernmental Liabilities 2,164
With the Public
Other Liabilities 2922751
Total With the Public Liabilities 2922751
Total Liabilitics $ 2924915
Cumulative Results of Operations 8,693,571
Total Liabilities and Net Position $ 11,618486
Statement of Net Cost
Gross Program Costs $ 6,051,561
Net Program Costs $ 6,051,561
Net Cost of Operations $ 6,051,561
Statement of Changes in Net Position
Cumulative Results of Operations
Beginning Balance $ 11,612,467
Intragovernmental Non-Exchange Revenue:
Transfers In/Out Without Reimbursement 3,132,665
Net Cost of Operations (6,051,561)
Net Change in Cumulative Results of Operations (2.918.896)
Cumulative Results of Operations: Ending $ 8,693,571
3 TP 0 TYRTTR]
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Schedule of Funds from Dedicated Collections as of September 30, 2020:

Total Funds from

Dedicated Collections
(Consolidated)

Balance Sheet

Intragovernmental
Fund Balance with Treasury $ 12,868,408
Total Intragovernmental Assets 12,868,408
Total Assets $ 12,868,408

Intragovernmental
Accounts Payable $ 45474
Total Infragovernmental Liabilities 45474

With the Public

Other Liabilities 1210467
Total With the Public Liabilitics 1210467
Total Liabilities $ 1,255,941
Cumulative Results of Operations 11,612,467
Total Liabilities and Net Position $ 12,868.408
Statement of Net Cost
Gross Program Costs S 5,013,120
Net Program Costs $ 5,013,120
Net Cost of Operations $ 5,013,120

Statement of Changes in Net Position

Cumulative Results of Operations

Beginning Balance $ 13,176,894
Intragovernmental Non-Exchange Revenue:
Transfers In/Out Without Reimbursement 3,448,693
Net Cost of Operations (5,013,120)
Net Change in Cumulative Results of Operations (1,564,427)
Cumulative Results of Operations: Ending $ 11,612,467
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NOTE 9. INTER-ENTITY COSTS

Denali Commission recognizes certain inter-entity costs for goods and services that are received
from other federal entities at no cost or at a cost less than the full cost. Certain costs of the providing
entity that are not fully reimbursed are recognized as imputed cost and are offset by imputed
revenue. Such imputed costs relate to employee benefits and claims to be settled by the Treasury
Judgement Fund. Denali Commission recognizes as inter-entity costs the amount of accrued
pension and post-retirement benefit expenses for current employees. The assets and liabilities
associated with such benefits are the responsibility of the administering agency, OPM. For the
periods ended September 30, 2021 and 2020, respectively, inter-entity costs were as follows:

2021 2020

Office of Personnel Management $ 86,748 $ 76,431
Total Imputed Financing Sources $ 86,748 $ 76,431

NOTE 10. UNDELIVERED ORDERS AT THE END OF THE PERIOD

As of September 30, 2021, budgetary resources obligated for undelivered orders were as follows:

Federal Non-Federal Total
Unpaid Undelivered Orders $ 2,755,703 $ 53947402 $ 56,703,105
Total Undelivered Orders $ 2755703 $ 53947402 $ 56,703,105

As of September 30, 2020, budgetary resources obligated for undelivered orders were as follows:

Federal Non-Federal Total
Unpaid Undelivered Orders $ 2,755,704 $ 52552465 $ 55,308,169
Total Undelivered Orders $ 2,755,704 $ 52552465 $ 55308,169

NOTE 11. EXPLANATION OF DIFFERENCES BETWEEN THE SBR AND THE
BUDGET OF THE U.S. GOVERNMENT

The President’s Budget that will include fiscal year 2021 actual budgetary execution information
has not yet been published. The President’s Budget is scheduled for publication in February 2022
and can be found at the OMB Web site: htip-//www.whitehouse.goviomb/. The 2022 Budget of

the United States Government, with the "Actual" column completed for 2020, has been reconciled
to the Statement of Budgetary Resources and there were no material differences.

In Millions
New Obligations
Budgetary & Upward Net
Resources Adjustments (Total) Outlays
Combined Statement of Budgetary Resources _§ 38 8 37§ 40
Budget of the U.S. Government $ 38 8 37§ 40
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NOTE 12. CUSTODIAL ACTIVITY

The Commission custodial collection primarily consists of grant monies returned from cancelled
funds. While these collections are considered custodial, they are neither primary to the mission
of the Commission nor material to the overall financial statements. The Commission’s total
custodial collections are $0 and $183,030 for the years ended September 30, 2021, and 2020,
respectively.

NOTE 13. RECONCILIATION OF NET COST TO NET OUTLAYS
The reconeiliation of net outlays, presented on a budgetary basis, and the net cost, presented on
an accrual basis, provides an explanation of the relationship between budgetary and financial

accounting information.

Reconciliation of Net Cost to Net Outlays as of September 30, 2021:

Intragovernmental ~ With the Public Total
Net Operating Cost (SNC) g 3201759  § 20352301 § 23,644,060
‘Components of Net Cost Not Part of the Budgetary Outlays

Increase/(Decrease) in Assets:

Accounts Receivable, Net - 2 32

(Increas e)/Decrease in Liabilities:

Accounts Payable 699441 71,977 771,418

Tederal Employee and Veteran Benefits Payable - (4,196) (4,196)

Other Liabilities 247,740 (232,321) 15419

Financing Sources:

Imputed Cost (86,748) - (86.748)
Total Components of Net Operating Cost Not Part of the Budgetary Outlays $ 860433 8 (164.508)  § 695,925
Components of the Budget Outlays That Are Not Part of Net Operating Cost

Financing Sources:

Trans fers Out (In) Without Reimbursements (7.704,793) - (7,704.793)
Total Components of the Budget Outlays That Are Not Part of Net Operating Cost S (1.704793) 8 - 5 (7,704.793)
Misc Items

Non-Entity Activity S (179,949 (179,949)
Total Other Reconciling Items ] - 8 (179949  § (179.949)
Total Net Outlays (Calculated Total § (3532601 % 20007844 § 16455243
Budsetary Agency Outlays, Net (SBR 4210)

Budgetary Agency Outlays, Net 3 16,455.243
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Reconciliation of Net Cost to Net Outlays as of September 30, 2020:

Intragovernmental ~ With the Public Total
Net Oper‘:lliil_g Cost (SNC) $ 6,359,280 $ 32574319 § 38,933,599
Components of Net Cost Not Part of the Budgetary Outlays

Increase/(Decrease) in Assets:

Accounts Receivable, Net - (74 ()

(Increasey/Decrease in Liabilities:

Accounts Payable (543,461) (62,950) (606.411)

Federal Enployee and Veteran Benefits Payable - (56,596) (56,596)

Other Liabilities (5994) 6989473 6,983,479

Financing Sources:

Tmputed Cost (76431) 3 (76431)
Total Components of Net Operating Cost Not Part of the Budgetary Outlays $ (625.886)  § 6869853  § 6,243,967
Components of the Budget Outlays That Are Not Part of Net Operating Cost

Financing Sources:

Transfers Out (In) Without Reimburscments (4,786,100) - (4,786,100)
Total Components of the Budget Outlays That Arc Not Part of Net Operating Cost $ (4.786,1000  § - 8 (4,786,100
Misc ltems

Distributed Offsetting Receipts (SBR 4200) - - (183,030)

Custodial/Non-Exchange Revenue 183,030 (183,030) -
Total Other R iling Items 3§ 183030 § (1830300 § (183,030)
Total Net Outlays (Calculated Total) $ 113034 8 39.261,142  § 40208436
Budgetary Agency Outlays, Net (SBR 4210)

Budgetary Agency Outlays, Net $ 40208436
NOTE 14. CONTINGENCIES

There is currently an on-going investigation of the former chief financial officer of the Denali
Commission. Because the investigation is ongoing, there are no findings or reportable items that
can be communicated to the current management of the Commission. However, upon completion
of the investigation there may be findings or reportable items related to this investigation.
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DENALI COMMISSION
Improving Lives Through Cost Effective, Sustainable Infrastructure Development

FY 2021 WORK PLAN

23 October 2019
FY2021 FUNDING SOURCES
PROGRAM
and Base’ TAPL® Total
ling TYPE of INVESTMENT
1 $11,000,000 $2,800,000 $13,800,000
2 |Energy Reliability and Security
3 Diesel Power Plants
§2,900,000 $2,900,000
e Interties
5 Wind, Hydro, Biomass & Other Proven Renewables
$750,000 $750,000
& Emerging Technologies
7 Audits, TA, & Community Energy Efficiency Improvements $375,000 $375,000
8 RPSU Maintenance & Improvement Projects © $900,000 $900,000
9 Subtotal $4,925,000 $4,925,000
10 |Bulk Fuel Safety and Security
11 New/Refurbished Facilities ¢ $1,500,000 $1,500,000
12 Maintenance & Improvement Projects $700,000 $700,000
13 Subtotal S0 $2,200,000 52,200,000
14 |Village Infrastructure Protection
15 $500,000 500,000
16 Subtotal $500,000 $500,000
17 |Transportation
18 $1,000,000 51,000,000
13 Subtotal | $1,000,000 $1,000,000
20 |Sanitation
21 Village Water & Wastewater
$1,500,000 $1,500,000
2 Solid Waste
22 Subtotal $1,500,000 41,500,000
24 |Health Facilities
25 750,000 5750,000
26 Subtotal $750,000 $750,000
27 |Housing
28 $500,000 $500,000
29 Subtotal $500,000 $500,000
30 |Broadband
31 5750,000 $750,000
32 Subtotal $750,000 $750,000
33 |Workforce and Economic Development
34 Energy and Bulk Fuel $375,000 $600,000 $975,000
35 Other 700,000 $700,000
36 Subtotal $1,075,000 $600,000 $1,675,000
37 TOTALS $11,000,000 $2,800,000 $13,800,000
38 Balance 50 $0
Notes:
a. Program funds available from the assumed overall FY2021 Energy & Water appropriation + prior year unobli 1 fundss + anticij ]
recoveries.
b. d FY2021 principal and interest all\ ion + anticipated
c. Complement/leverage EPA DERA program, general facility and transmission line upgrades.
d. Some priority given to projects on existing priority lists that are in envir lly th 1 ¢ ities.

e. All investment amounts shown for funds directly managed by the Commission are Not To Exceed amounts, i.e., "Up To" amounts.
f. Any current year or prior year Base, TAPL or other amounts that are not fully expended, or additional funds that become available, may be
reassigned by the Federal Co-Chair to other programs identified in the current year Work Plan, above and beyond the Up - To amounts.
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As a micro agency, the Commission continues to expand use of the services of the
Administrative Resource Center (ARC) under the US Treasury, Fiscal Service. These services,
which include Travel, Finance, Human Resources and Procurement, allow for our independent
agency to continue to meet all federal mandates despite our reduced staff level. ARC has
served, and continues to serve, as a cost-effective solution to operational budget challenges
during times of decreased appropriations. In a professional manner, ARC ensures that our
agency still maintains high quality and exceptional performance in all of our management
systems. We look forward to many more years of partnership with this federal Center of
Excellence.

Summary of Material Weaknesses, Non-Conformances, and Corrective

Action Plans

For FY 2021, the Commission received an unmodified opinion in its annual financial audit. The
results of this audit found that the Commission’s financial statements as of and for the fiscal
years ended September 30, 2021 and 2020, were presented fairly, in all material respects, in
accordance with U.S. generally accepted accounting principles; the Commission’s internal
control over financial reporting was effective for the fiscal year ended September 30, 2021; and
no reportable noncompliance for fiscal year 2021 with provisions of applicable laws, regulations,
contracts, and grant agreements we tested.

For FY 2020, the Commission received an unmodified opinion in its annual financial audit. The
results of this audit found that the Commission’s financial statements as of and for the fiscal
years ended September 30, 2020 and 2019, were presented fairly, in all material respects, in
accordance with U.S. generally accepted accounting principles; the Commission’s internal
control over financial reporting was effective for the fiscal year ended September 30, 2020; and
no reportable noncompliance for fiscal year 2020 with provisions of applicable laws, regulations,
contracts, and grant agreements that were tested.
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Improper Payments Report

On July 22, 2010, the President signed into law the Improper Payments Elimination and
Recovery Act (IPERA). IPERA amended the Improper Payments Information Act of 2002 (IPIA)
and generally repealed the Recovery Auditing Act. OMB has supplied implementing direction on
IPERA which requires:

¢ Review all programs and activities and identify those that are susceptible to significant
improper payments.

Because of its small size, Denali Commission has assessed all of its grant programs
and acknowledges that all are susceptible to improper payments as defined by the
IPERA. However, none of the Commission’s program meet the threshold of
‘significant improper payment’ defined in Section 57 of OMB Circular A-11, which
would be both 1.5 percent of program outlays and $10,000,000 of all program or
activity payments during the fiscal year. And none of the agency’s grant programs
are funded at $100,000,000.

¢ Obtain a statistically valid estimate of the annual amount of improper payments in
programs and activities for those programs that are identified as susceptible to significant
improper payment.

The Commission has assessed all of its grant programs and finds that none of the
programs or activities reach the definition of ‘significant improper payments.

e Implement a plan to reduce improper payments.
This requirement does not apply to the Commission, as no programs or activities
were identified with the conditions above.

e Report estimates of the annual amount of improper payments in programs and activities
and progress in reducing them.

The Commission is not required to report on this component.

Garrett Boyle
Federal Co-Chair
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Denali Commission

Top Management and Performance Challenges Fiscal Year 2022

FINAL REPORT
November 10, 2021
Report No. 2021.11.10
Denali Commission Office
of Inspector General
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Inspector General’'s Perspective on Management and Performance
Challenges Facing the Denali Commission

DENALI COMMISSION
OFFICE OF INSPECTOR GENERAL
ANCHORAGE, ALASKA 99501

INSPECTOR GENERAL

MEMORANDUM
DATE: November 10, 2021

TO: Garrett Boyle
Federal Co-Chair, Denali Commission

st . Fllwugr—
FROM: Roderick H. Fillinger
Inspector General

SUBJECT: Top Management and Performance Challenges Fiscal Year 2022

In accordance with the Reports Consolidation Act of 2000, | am providing you a summary of the
top management and performance challenges facing the Commission, noting management’s
progress in addressing these challenges. | have identified four management and performance
challenges facing the Denali Commission in fiscal year 2022. Congress left the determination and
threshold of what constitutes a most serious management and performance challenge to the
discretion of the Inspector General. Serious management and performance challenges are
defined as mission critical areas or programs that have the potential to be a significant weakness
or vulnerability that would seriously impact agency operations or strategic goals if not addressed
by management.

| have identified these challenges based on the Office of Inspector General’s (OIG) experience
and observations from my oversight work, as well as a general knowledge of the Commission’s
programs and operations. The management and performance challenges facing the Commission
are: (1) Continued improvement in information systems and cybersecurity; (2} Continued
implementation of the strategic plan to fulfill the Commission’s statutory purpose with significant
Increases in funding; (3) Continued improvement in controls and compliance with records
management and privacy data protection; (4) Human capital challenges, including the addition
of critical staff and management through the return to the workplace plans and implementation
of new policies as a result of the COVID-19 pandemic. | appreciate management’s strong
commitment in addressing these challenges and welcome comments to this report.
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Challenge 1: Information Systems and Cybersecurity

The Commission continues to adapt its network to meet changing security needs while
also providing the necessary technological resources and tools to its staff and
stakeholders to conduct its mission in a remote working environment. As evidenced in
the progress in moving from a maturity level of “ad hoc” in its Federal Information
Security Management Act (FISMA) to an overall maturity level of “defined” in the fiscal
year 2021 audit in one year, the Commission is aggressively addressing this challenge.
FISMA 2002, part of the E-Government Act (Public Law 107-347) was passed in December
2002. FISMA 2002 requires each federal agency to develop, document, and implement an
agency-wide program to provide information security for the information and systems
that support the operations and assets of the agency, including those provided or
managed by another agency, contractor, or other sources.

The Federal Information Security Modernization Act of 2014 amends FISMA 2002, by
providing several modifications that modernize federal security practices to address
evolving security concerns. These changes result in less overall reporting, strengthens the
use of continuous monitoring in systems, increases focus on the agencies for compliance
and reporting that is more focused on the issues caused by security incidents. FISMA 2014
also required the Office of Management and Budget (OMB) to amend/revise OMB Circular
A-130 to eliminate inefficient and wasteful reporting and reflect changes in law and
advances in technology.

The challenges that continue to confront the Commission arise from the difficulties in
applying the requirements of FISMA to a micro-agency like the Commission. Both in terms
of human capital and technological resources, implementation of all the necessary
security measures and programs to achieve a maturity level of “five” — “Optimized,”
exceed the resources currently available to the Commission. Complicating this challenge
has been the 5% cap on administrative expenses in the Denali Commission Act of 1998.
This limitation contributes to the difficulty in finding the resources to pursue the upgrades
needed. Many laws have been passed that required a great deal of resources to meet the
requirements in those laws, but the Commission has not been provided the needed
funding; instead, the Commission saw multiple years of funding decreases. The
Commission continues to face the challenge of obtaining adequate resources for
cybersecurity expenses.

This scarcity is not limited to Commission resources. It also arises from the lack of
technological and communication infrastructure available geographically within Alaska.
The Commission has, however, defined the necessary information security and systems
needed to continue improving while managing the risks inherent in its systems. The
challenge confronted is managing risk at an acceptable level and identifying the available
systems and available technology to improve cybersecurity and information systems
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without any diminution to the Commission’s ability to fulfill its mission.

Challenge 2: Continued Implementation of Strategic Plan to Fulfill the Commission’s
Statutory Purpose with Significant Increases in Funding

In 1998, the Denali Commission Act established the Commission as a federal agency with
the statutory purpose of providing to rural areas of Alaska job training and economic
development services, rural power generation and transmission facilities, modern
communications systems, water and sewer systems, and other infrastructure needs. The
Commission has awarded more than $2 billion in federal grants to help develop remote
communities, funding more than 1,400 projects across various programs, including
energy, transportation, and health care. Between FYs 2004 and 2008, on average the
Commission received nearly $130 million in total funding per fiscal year. Since then, the
Commission experienced a significant decrease in funding in recent fiscal years, from
receiving about $141 million in FY 2006 to about $25 million in FY 2019, a decrease of
approximately 82 percent. This reduced level of funding has been reversed in the recently
passed infrastructure bill providing for a one-time appropriation of $75 million and
authorizing an annual appropriation of $20 million for the transportation program, under
Sec. 309 of the Denali Commission Act. If this authorization is funded at the $20 million
authorized, combined with the $15 million “base” funding, under Sec. 312, this funding
plus transfers under TAPL would approximately double what the Commission’s annual
appropriation has been in recent years. Combined with the $75 million appropriation this
is a significant increase in the Commission’s funding.

With both the increase in funding and the expanded scope of potential grant-funded
endeavors, the Commission faces the challenge of determining the most strategic, cost-
effective, and impactful manner to carry out its mission. The Commissioners are
considering alternative approaches. The challenge will be to identify the presence of
current risks, as well as the possibility of new risks moving forward. The challenge is also
presented to have adequate human capital capacity to effectively manage the program.
Measuring the extent to which the Commission has sufficient staff, knowledge, and
technical skills to effectively meet its program goals must be part of any programmatic
implementation. A lack of training and skill could adversely limit appropriate grant
oversight.

Additionally, the Commission should be aware of risks, emerging issues, or new
challenges that this growth creates for state partners and grantees that could negatively
impact program performance. The Commission should have a framework to continually
assess, identify and monitor risk in the performance of its grant management activities to
ensure that grantees have, and maintain, the necessary capacity to effectively administer
larger or more numerous awards to achieve program goals.

Challenge 3: Compliance with Records Management and Privacy Act Controls
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Federal agencies are required by law (the Federal Records Act of 1950, as amended and
codified in Title 44 of the United States Code) to adequately document their missions,
functions, policies, procedures, decisions, and transactions. They are required to preserve
historically valuable records, and it is a crime to destroy records without approval from
the National Archives.

In 2011, Presidential Memorandum, Managing Government Records, requires Federal
agencies to manage both permanent and temporary email records in an electronic format
by the end of 2016. By the end of 2019, agencies were directed by the Office of
Management and Budget (OMB) and U.S. National Archives and Records Administration
(NARA) jointly issued Memorandum M-12-18, Managing Government Records Directive
to manage all permanent records in an electronic format.

NARA is set to stop accepting paper-based records at the end of 2022, and OMB has issued
M-19-21, Transition to Electronic Records to help agencies meet this deadline. OMB is
directing agencies, to “ensure that all Federal records are created, retained, and managed
in electronic formats, with appropriate metadata,” and develop plans to close agency-
operated storage facilities for paper and other, analog records, and transfer those records
to Federal Records Centers operated by NARA or commercial storage facilities.”

The OMB guidelines require that all agencies “manage all permanent electronic records
in an electronic format” by December 31, 2019. By December 31, 2022, this requirement
extends to all permanent records as well as temporary records,” to the fullest extent
possible.” December 31, 2022, is also the deadline for agencies to close any agency-
operated record centers and transition all records to Federal or commercial centers.

The memo states, “Beginning January 1, 2023, all other legal transfers of permanent
records must be in electronic format, to the fullest extent possible, regardless of whether
the records were originally created in electronic formats. After that date, agencies will be
required to digitize permanent records in analog formats before transfer to NARA.”

The Commission has worked diligently towards compliance with the records management
directive by continuing to implement an electronic records system as well as policies and
procedures to properly handle Commission files and records. Management continues to
develop and implement these policies and procedures in consultation with NARA.
However, it is imperative that a complete oversight or governance process be established
to include documenting agency policies, procedures and processes that address all hard
copy and electronic records proper handling. The Commission needs to ensure various
roles (e.g., system administrator); related authorities and capabilities are properly
assigned, documented, managed, and monitored. Such written documentation should be
maintained as this need will become increasingly critical as additional functionality and
enhancements are added to any system developed. Further, although, certain types of
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records do not have legal retention requirements; the policies, processes and procedures
should, clearly and specifically, instruct staff on the proper handling. Further,
management should periodically verify that such policies are being followed.

With respect to Privacy Act controls, the Commission faces the challenge of implementing
effective privacy and data protection policies and procedures. This may be addressed
through implementing the NIST Privacy Framework to achieve effective privacy and data
protection policies and procedures. We recommend that a data asset inventory be
completed to identify the data assets owned by the Commission. In addition, the
Commission should perform a gap assessment to the Privacy Framework and NIST 800-
53 to determine where the Privacy Policy can be enhanced. The Commission also faces
the challenge of putting in place or enhancing privacy policies related to Governance and
Risk management, roles and responsibilities for ensuring compliance with privacy
requirements, data actions, handling of data to comply with privacy requirement and
privacy training.

Challenge 4: Strategic Human Capital Management

This challenge relates to management’s stewardship of its human capital, as well as the
leadership of the Federal Co-Chair. During fiscal year 2018, the Secretary of Commerce
appointed an interim Federal co-chair, John Torgerson. In April of 2019, a new full-time
Federal co-chair, Jason Hoke, was appointed. Mr. Hoke subsequently resigned in April of
2020. This abrupt departure was mitigated from the perspective of continuity in
leadership by Mr. Torgerson’s appointment in April 2020 to serve again as the interim
Federal Co-Chair. Mr. Torgerson’s familiarity with the Commission, its mission, and its
operations brought some much-needed stability and continuity to the Commission. Your
appointment as the new Federal Co-Chair and your familiarity with the Commission’s
mission from your involvement with legislative issues and needs facing the Commission
provides a measure of continuity from the very beginning of your term as Federal Co-
Chair.

With respect to the Commission’s staff, a significant management challenge is
maintaining a safe, well-trained, sustainable workforce while facing challenges in
retirement eligibilities, succession planning and training, and diversity. The Commission
relies heavily upon subject matter experts in its programmatic areas. Employees are its
most valuable asset, and the safety and well-being of the workforce is brought to the
forefront during times like the current COVID-19 pandemic. Because of the heavy reliance
on these subject matter experts, the Commission’s success depends greatly on its ability
to recruit, retain, and develop a capable workforce, including the ability to effectively
have knowledge transfer upon the departure of a key individual. Because it is a very small
agency, changes in the workforce—such as the retirement or departure of key
management and senior employees—must be accounted and planned for to avoid undue
disruption to Commission functions. Planning ensures that institutional knowledge and

53



Agency Financial Report (AFR)

Other Accompanying Information

Inspector General’s Perspective on Management and Performance

Challenges Facing the Denali Commission

Top Management and Performance Challenges

Page 6

experience are passed on, and the reliance upon subject matter experts remains a
strength, rather than a liability for the Commission. Workforce training and development
takes a significant investment of resources, but ensures that the Commission maintains a
vital, experienced staff. This is a challenge in a unigue way for a Commission as small as
the Denali Commission because of the need to rely upon single individuals for several
areas of expertise and mission delivery.

In addition to the ongoing challenge of workforce development and retention, the
Commission must continually assess and deploy strategies to reach its goals for diversity
and inclusion. It can do this by using various tools that identify and reduce potential
barriers to diversity and inclusion, enhance outreach, evaluate the Commission’s
recruitment data to use when vacancies do arise, and heighten awareness through
programs that support diversity and inclusion.

The Denali Commission Office of Inspector General remains committed to keeping the
Commission’s decision-makers informed of problems identified through our audits, evaluations,
and investigations so that timely corrective actions can be taken. A copy of this final report will
be included in the Commission's Agency Financial Report, as required by law.

The Denali Commission Office of Inspector General appreciates the cooperation received from
the Commission and looks forward to working with the Commission in the coming months. If the
Commission has any questions concerning this report, please contact the Denali Commission
Office of Inspector General at (907) 271-3500.

cc:

John Whittington, General Counsel
Elizabeth Flowers, Senior Financial Officer
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Denali Commission
510 L Street, Suite 410
Anchorage, AK 99501

907.271.1414 tel
907.271.1415 fax
888.480.4321 1oll firee
www.denali.gov

November 12, 2021

Memorandum

To: Roderick H Fillinger, Inspector General

From: Garrett Boyle, Federal Co-Chair

Subject: Response to Top Management and Performance Challenges Fiscal Year
2022

I have reviewed your letter regarding management challenges for FY 2022 and broadly
concur with your comments.

Challenge #1 — Information Systems and Cybersecurity: It has been difficult for the
agency to meet all the cybersecurity mandates put in law and by the Administration. As a
micro-agency, the Commission has limited resources, and has not been able to devote the
significant amount of funding necessary to meeting those goals. | agree that the
administrative expenses cap has contributed to those challenges and requested a separate-
line item appropriation in the amount of $1 million in our budget request this year in
order to bring the Commission into compliance.

Challenge #2 — Continued Implementation of Strategic Plan to Fulfill the Commission’s
statutory purpose with Significant Increases in Funding: After multiple years of
significant decreases in funding, the Commission will receive a $75 million allocation
from the Infrastructure Investment and Jobs Act, and the potential for $20 million per
year for the Commission’s transportation program over the next five fiscal years. As the
federal co-chair, I want to avoid significantly increasing our staff to administer the one-
time funding, but a large increase to our annual appropriation could justify additional
hires. I also plan to ensure that staff can take the trainings they deem necessary and
appropriate to ensure grants are issued in a fashion that meets our purpose and goals.
Further, I plan to ask the Commissioners to dedicate funding from the 11JA to the
Inspector General’s Office to ensure monitoring and audits can take place.

Challenge #3 — Compliance with Records Management and Privacy Act Controls: The
Commission’s Records Management policy was recently approved by the Federal Co-
Chair. This policy details the procedures the Commission will use in the handling of
Commission records. With the approval of the policy the Commission will begin the
process of disposing of records in accordance with the Commission’s record retention
schedule. The Commission plans to implement the NIST Privacy Framework in FY 2022.
Once this framework is in place the Commission will assess its resource capabilities to
determine what further steps may be needed.
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Challenge #4 — Strategic Human Capital Management: [ agree that maintaining a safe,
well-trained, sustainable workforce in the face of retirement and general turnover is a
challenge. The federal hiring process can take a long time, so unless staff provide several
months’ notice, it is difficult to have a successor in place prior to a departure. The
Commission must also keep a lean staff to: one, strive to meet the S percent cap on
administrative funds; and two, ensure that the Commission’s funding goes to meet our
statutory purpose. To recruit and retain a quality workforce, as well as reduce
administrative costs, | have authorized permanent telework for all employees, which will
provide staff greater flexibility and is something that is unanimously regarded as a perk
among current staff. This move will also reduce our physical office footprint, allowing
the Commission to reduce the amount of money spent on rent each year. I also have
offered compressed work schedules, so staff may now choose to work 4 10-hour days,
rather than 5 8-hour days per week, or a 9/80 work schedule.

Sincerely,

Garrett Boyle
Federal Co-Chair
Denali Commission
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