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Management Discussion and Analysis 

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 III 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. 

2. Protect existing infrastructure investments. 
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 Lieutenant Governor. 
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Work Plan 

Commissioners identified general program funding levels for the FY 2018 Work Plan during a 
meeting on June 30, 2017.  The agency then held a public hearing on August 2, 2017 to receive 
verbal comments on the draft plan. Written comments were accepted up to August 18th and 
three comments were received. Commissioners approved the draft Work Plan on September 
11, 2017. They made no changes to the draft Work Plan based on public comments. The draft 
FY 2018 work plan was then published in the Federal Register on September 26, 2017. The 
comment period was through 30 October 2017. No comments were received. On November 6th 
the draft FY 2018 Work Plan was submitted to the Department of Commerce. The Department 
formally approved the Work Plan on December 1, 2017. 
  
The FY 2018 Work Plan outlined the Commission’s intentions to allocate $6.8M to the Energy 
Program, $1.9M to the Bulk Fuel Program, $1.2M to the Transportation Program and $5.0M to 
the Village Infrastructure Protection Program. 
  
The full FY 2018 Work Plan can be found in the Other Accompanying Information section of this 
document. 
 

Program Resources 

In FY 2018, no project specific funds were provided in any appropriations to the Commission. 
However, the final FY 2018 Energy and Water Appropriations Bill included $30M of “Base” 
funding for the Commission vs. the $15M anticipated during development of the Annual Work 
Plan. The additional Base funding was allocated to the VIP Program by the Federal Co-Chair 
consistent with discussions during a January 29, 2018 meeting with Commissioners. 
 
Base funds remain available for use in all programs until expended. All other appropriations and 
transfers are restricted. Where restrictions apply, the funds may be used only for specific 
program purposes. 
 
In FY 2018 a total of $2,193,172 was allocated from the Trans-Alaska Pipeline Liability Fund 
(TAPL) to the Commission for bulk fuel related projects. During FY 2018, the Commission also 
received $2,530,612 from other agencies for program activities. 
 

Functional Uses of FY 2018 Budgetary Resources 

The FY 2018 Commission budgetary authority primarily funded and administered the following 
programs and functional areas: 
 
Energy Program 

• Bulk Fuel Storage – new and refurbished 

• Community Power Generation and Rural Power System Upgrades 

• Energy Cost Reduction Projects 

• Energy Maintenance and Improvement Projects and Activities  
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Program Resources 

Transportation Program 
 

• Maintenance and Improvement Projects 
 
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 

• General Program Development and Support Activities 
  
Administration 
 

• Operating costs 
 
As is customary, if 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 

The annual Work Plan includes target investment amounts in various program areas such as 
Energy Reliability & Security, Bulk Fuel Safety & Security, and Village Infrastructure Protection to 
name a few. The investment amounts are based on anticipated appropriations, other funds that 
may flow into the Commission and external match/leveraged funds. Commission staff implement 
the annual work plan via grants, cooperative agreements, and contracts. 
  

Aerial View of Kivalina  
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Program Obligations 

It is difficult to directly or exclusively link funding 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 (e.g. USDA) were delayed. In addition, because the construction season is 
very short in most of rural Alaska, unless funds can actually 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 approved Work Plans for several consecutive 
years, followed by a summary of the actual grants, agreements and contracts issued over 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 category totals for the FY 2016, FY 2017 and FY2018 Work Plans, plus other 
resources that flowed directly into the Commission’s program accounts appears below.  
 
 

Program Resource Summary 

Year Base TAPL Other 

FY2016 and Prior Year Unobligated $11,437,315 $13,617,303 $7,989,243 

FY2017 $11,447,309 $3,118,798 $2,715,605 

FY2018 $26,000,000 $2,083,513 $960,000 

Sub Totals  $48,884,624 $18,819,614 $11,664,848 

Grand Total  $79,369,086 
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Program Obligations 

 
Below is a summary of all the program investments actually made since April 2016: 
 

Program Obligations 
April 2016 - November 2018 

Program Amount 

Energy / Bulk Fuel $35,848,737 

Transportation $8,277,133 

Village Infrastructure Protection $31,907,298 

Special Projects $1,277,621 

Total  $77,310,789 

% of Available Resources  97.4% 
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Financial Performance Overview  

As of September 30, 2018, 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. 
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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 2018, $2.19 million was transferred to the 
Commission to assist in efforts to make bulk fuel tanks in Alaska code-compliant. 
 

 

Budget Authority FY 2018 

Appropriations Received $30,000,000 

Nonexpenditure Transfers $ 2,193,172 

Offsetting Collections $12,988,801 

Total Budget Authority $45,181,973 

 
 
In FY 2018, Denali Commission’s total budgetary resources were $52.00 million, which includes 
$1.01 million in unobligated balances brought forward and $5.81 million in recoveries of prior 
year obligations. 
 
 

Uses of Funds by Function 

The Denali Commission incurred obligations of $51.04 million in FY 2018 for program and 
administration operations. Unobligated funds in the amount of $0.96 million were carried 
forward, for obligation in FY 2019. 
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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 $82.86 million as of September 30, 2018.  This is an increase of 
$13.04 million from the end of FY 2017.  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 2018 FY 2017 

Fund Balance with Treasury $82,855,642 $67,817,705 

Other Intragovernmental Assets - 2,000,000 

Accounts Receivable, Public - 324 

Other Accounts Receivable, Public - - 

Total Assets $82,855,642 $69,818,029 
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Financial Statement Highlights 

 
Liabilities 

The Denali Commission’s liabilities were $3.60 million as of September 30, 2018, an increase of 
$0.23 million from the end of FY 2017. The liabilities reported on the Commission’s balance 
sheet are summarized in the accompanying table. 
 
 

Liabilities Summary FY 2018 FY 2017 

Accounts Payable, Intragovernmental $50,000 $122,608 

Other Intragovernmental Liabilities 263,835 464,379 

Accounts Payable, Public 6,369 31,684 

Other Liabilities, Public 3,272,517 2,747,189 

Total Liabilities $3,592,721 $3,365,860 

 
 
Net Position 

The difference between total assets and total liabilities, net position, was $79.26 million as of 
September 30, 2018.  This is an increase of $12.81 million from the FY 2017 year-end balance.  
The net position reported on the Denali Commission’s balance sheet is summarized in the 
accompanying table. 
 

Net Position Summary FY 2018 FY 2017 

Unexpended Appropriations $22,631,959 $2,588,086 

Cumulative Results of Operations 56,630,962 63,864,083 

Total Net Position $ 79,262,921 $ 66,452,169 
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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 2018 and FY 
2017.  
 
 

Net Cost FY 2018 FY 2017 

Program Costs $32,476,008 $36,216,417 

Less: Earned Revenue - - 

Total Net Costs of Operations $32,476,008 $36,216,417 

 
 

Statement of Changes in Net Position 

The net position for the year ended September 30, 2017 was $79.26 million, an increase of 
$12.81 million from FY 2017. This increase is primarily due to a change in spending patterns in 
FY 2018. 
 

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 
$52.00 million in total budgetary resources for FY 2018 – comprised of direct appropriations, 
nonexpenditure transfers from other federal agencies, and an unobligated balance available 
from FY 2017.  During the fiscal year, $51.04 million was obligated for program and 
administrative functions; $0.96 million in funds were carried forward, and will be available for 
obligation in FY 2019.  Net outlays in FY 2018 amounted to $17.28 million.  
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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). I am able to 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 in regard 
to 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, 2017, 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 are in compliance with the 
applicable provisions of the FMFIA as of September 30, 2017. 
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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. 
 
 

 
 
 
 
 
 
 

John Torgerson 
Interim Federal Co-Chair  
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Financial Management Trends 

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 

In FY 2018, the Commission received an unmodified opinion in its annual financial audit. The 
results of this audit also found no material weaknesses and no significant deficiencies. The 
auditor stated that the financial statements were presented fairly, in all material respects, in 
conformity with U.S. generally accepted accounting principles; that the Commission had 
effective internal control over financial reporting (including safeguarding assets) and compliance 
with laws and regulations, along with no reportable noncompliance with laws and regulations 
with the items that were tested. 
 
For FY 2017, the Commission received an unmodified opinion in its annual financial audit. The 
results of this audit also found no material weaknesses and no significant deficiencies. The 
auditor stated that the financial statements are presented fairly, in all material respects, in 
conformity with U.S. generally accepted accounting principles; that the Commission has 
effective internal control over financial reporting (including safeguarding assets) and compliance 
with laws and regulations, along with no reportable noncompliance with laws and regulations 
with the items 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. 
 
Denali Commission has assessed all of its grant programs, and finds that none of the 
programs or activities reach the definition of ‘significant improper payments. 
 

• 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. 
 

• 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.  

 
 

 
 
 
 
 
John Torgerson 

Interim Federal Co-Chair 
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