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PCOSI TI ON STATEMENT: Provided information on the audit request
regardi ng the Fai rbanks Econoni c Devel opnent Corporati on.

REPRESENTATI VE DAVI D GUTTENBERG

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Responded to questions during discussion of
ot her busi ness.

ACTI ON NARRATI VE

CHAIR GENE THERRI AULT called the Legislative Budget and Audit
Commttee neeting to order at 2:02:19 PM Senators Therriault,
Ben Stevens, Hoffrman (via teleconference), Geen, and WIKken
(via teleconference), and Representatives Samuels, Chenault (via
tel econference), Hawker, and Joule were present at the call to
order. Senator Stedman (via teleconference) arrived as the
nmeeting was in progress.

APPROVAL COF M NUTES
2:02: 19 PM

REPRESENTATI VE SAMUELS nade a notion to approve the mnutes of
t he Novenber 4, 2005 neeting. There being no objection, it was
so order ed.

REVI SED PROGRAM - LEQ SLATI VE ( RPLS)
2: 03: 48 PM

CHAI R THERRI AULT announced that the next order of business would
be the foll ow ng RPLs.

REPRESENTATI VE SAMUELS made a notion to approve RPL 06-06-0264,
Department of Health and Social Services, Substance Abuse
Prevention and Early Intervention Initiative.

2:04: 26 PM

JANET CLARKE, Assistant Conm ssioner, Finance and Managenent
Services, Departnent of Health and Social Services (DHSS),
expl ai ned that the aforenentioned RPL conplies with |egislative
intent of the fiscal year (FY) 2005 operating budget. The
intent outlined in chapter four of DHSS s operating budget asked
the department to establish specific evidence-based prevention
prograns at the community |evel through a request for proposals
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(RFP) for substance abuse prevention. Furthernore, the
| egi slative intent requested the devel opnent of a clear plan for
eval uation and program outcones in order to better docunent the
success of Alaska's efforts for substance abuse. Furt her nore
it's required that the plan be presented to this commttee prior
to the 2006 session or at |east by February 1, 2006, to the
House and Senate Finance Comm ttees. Upon approval of the plan
the intent outlined that up to $2 mllion in Tenporary
Assi stance to Needy Fam lies (TANF) bonus funds could be awarded
and available for alcohol and drug expansion related to

prevention efforts. Therefore, what is before the commttee
today is the plan, as required by the intent, as well as an RPL
to request the approval to receive and expend $1.5 mllion of

the TANF bonus funds. She noted that the commttee packet should
i nclude a docunent entitled, "Behavioral Health Prevention and
Early Intervention Initiative FY 06," which she said she would

refer to as "the plan.” Ms. O arke explained that the plan
outlines strategies, services, and outcones related to substance
abuse, prevention, and the early intervention initiative. The

second page of the plan provides specific exanples of successful
prograns and their performance neasures and di scusses what those
prograns do. The last part of the plan outlines the specific
per formance neasures and how to evaluate progranms that would be
used to nonitor any grant provided, based on the plan for |oca
conmuni ties.

2:07:33 PM

M5. CLARKE specified that the RPL itself requests $1.5 mllion
in federal TANF funds and $1.5 mllion in interagency receipts.
The aforenentioned allows the TANF funds to be spent in the
departnment's substance abuse prevention program and thereby
expand community capacity such that prevention and early
intervention services related to substance abuse, suicide
prevention, and youth developnent can be provided in |ocal

conmuni ties. The RPL outlines sonme of the funds initially
received and the process by which those were used. In the
spring there was an RFP for which there was already $2.9 nillion
in the base budget. In response to that RFP there were 73
different proposals totaling approximately $13 mllion. If the
comittee approved the $1.5 million, the current FY 06 grantees
would be reviewed wth regard to their |evel of resource and
reeval uate those receiving mninal funding. Then the FY 06
proposals that didn't receive any funding at all would be
reevaluated and rescored with a new "PEC" The program

initiative would also provide direct assistance through a
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government -t o-governnment contract wth the Arctic Econonic
Devel opnent Summi t.

2:10: 30 PM

SENATOR GREEN opined that this seens a bit vague. Therefore
she said she would expect a report regarding what actually
happened.

CRISTY WLLER Di rector, Division of Behavi or al Heal t h,
Department of Health and Social Services, explained that two-
thirds of this proposal has to do with prograns that were either
under funded or unfunded through the first RFP process. \Wether
the prograns were funded or not, evaluation and outcone neasures
were built in to measure the success and effectiveness of the

program Al grantees are required to file reports that will be
conpiled and presented to this commttee on a regular basis and
on denand. Ms. WIller highlighted that wth prevention
prograns, the outcomes are long-term although process neasures
can be utilized as well as reporting on the current

ef fectiveness of the prograns.

M5. WLLER, in response to Chair Therriault, specified that the
$1.5 million being requested is extended over this fiscal year
Therefore, the [division] wll cone before the [Finance]
subconm ttees for authorization for funding next June.

2:12: 55 PM

REPRESENTATI VE HAWKER surmi sed that ultimately the $1.5 mllion
woul d be placed in existing conmunity-based prograns.

M5. WLLER replied yes, wth the caveat that one of the
prograns, the Northwest and North Sl ope Boroughs partnershinp,
exists although it hasn't formally applied for a grant from the
di vi si on. The aforenmentioned is an extraordinary partnership
that has been a joint effort of these two regions over the |ast
few years. She noted that this partnership has the potenti al
for wi despread effectiveness in the region to build a holistic
response to social and economc ills of the area.

REPRESENTATI VE HAWKER recalled the nmention that this proposal
addresses prograns that were underfunded or unfunded during the
| ast RFP process. However, he said he didn't recall a reduction
in the Division of Behavioral Health's Budget.
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M5. WLLER clarified that approximately $13 mllion worth of
prevention proposals were submtted during the last RFP cycle.
One of the reasons for the extraordinarily high nunber of
applicants this year is due to the concerted outreach effort of
the prevention section to engage prograns, agencies, Vvillages,
and regions that had never before applied. Fur t her nor e,
different sized comunities were isolated so that small village
prograns wouldn't feel that they were conpeting against hub
vil | ages. Therefore, there were a |large nunber of applicants.
However, only $3 mnillion was available to spend on those
applicants for prevention services and only three were funded to
t he extent requested, which she characterized as bei ng unfunded.
The remaining were not funded at all which left a great nunber
of val uabl e projects, proposals, and partnershi ps unfunded.

REPRESENTATI VE HAWKER surm sed then that this proposal expands
the state's conmtnment to new prograns. He asked if the
| egislature will, during the next budget cycle, be asked to
sustain and increase its ongoing operating budget by the
request ed anount.

2:16: 46 PM

M5. WLLER replied yes, but added that many of the prograns
aren't untested or even new but rather prograns that have been
funded by the division in the past through either treatnment or
prevention services. In further response to Representative
Hawker, Ms. WIller specified that the division would |like to see
t hese prograns continued with a permanent i ncrease.

REPRESENTATI VE HAWKER opi ned that he was not sure that was the
| egi slative intent. He recalled |engthy debate regarding the
desire to [fund] prograns for which one can enpirically
denonstrate work and thus continue successful nodeling rather
t han enbar ki ng upon new and experinental neasures.

M5. WLLER clarified that what was requested from these
proposal s and was received were not new or experinental in terns
of being untested. She noted that all of them were required to
fit into the substance abuse services adm nistration structure
of proven nodels wth nationally supported initiatives and
out cones. Ms. WIller further clarified that these progranms
aren't risky, but didn't fall wthin the $3 mllion that was
allotted for these projects.

M5. CLARKE added that one of the things that nay have been
mssing in the past with sonme of these prevention prograns that
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drew attention from the legislature was that [the division]

didn't do a good job with regard to requiring results, outcones,

and performance neasures. However, the requirenents are now
bui | t into the grant proposals and the aforenentioned
information will be received and reported to the | egislature.

2:19: 21 PM
REPRESENTATI VE SAMJELS restated the notion to approve RPL 06-06-
0264, Departnent of Health and Social Services, Substance Abuse

Prevention and Early Intervention Initiative.

REPRESENTATI VE HAWKER obj ected, and said that this [RPL] really

may not be noving where [the legislature intended]. He said
that he didn't see the "nuts and bolts" of a substantive plan in
order to ensure results for the noney being spent. Ther ef or e,

he requested that [the division] take a serious |look at the
Di vision of Behavioral Health's grant program for results-based
grant awardi ng because he did not want to have the grant program
referred to as anachronistic again. Furt hernore, Representative
Hawker expressed concern that a program that hasn't received a
substantive fix 1is being expanded. Representati ve Hawker
removed his objection.

There being no further objection, RPL 06-06-0264, Departnent of
Heal t h and Social Services, Substance Abuse Prevention and Early
Intervention Initiative, was approved.

2:21:22 PM

REPRESENTATI VE SAMJELS made a notion to approve RPL 10-06-5035,
Department of Natural Resources, Alaska Trails Initiative.

2:21: 55 PM

JERRY LEWANSKI E, Superintendent, Chugach State Park, Division of
Parks & OQutdoor Recreation, Departnent of Natural Resources
(DNR), explained that the aforenentioned RPL wll anend an
existing capital project for the National Recreation Trails
Federal Program The RPL would add federal authorization to
allow DNR to accept Federal H ghway Adm nistration (FHWA) funds
for the Alaska Trail Initiative, which wll distribute these
grant funds to eligible trails associations that were naned
within the Congressional records statenent. He specified that
these grant funds will be used statewide for trails and trail-
related facility devel opment, mai ntenance, and construction.
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2:22:53 PM

MR. LEWANSKIE, in response to Representative Hawker, confirned
that the list provided to the conmttee is the list of entities
in the original Congressional earmark.

REPRESENTATI VE HAWKER asked if any of the funds will go to
Chugach State Park.

MR. LEWANSKI E specified that the original Congressional earmark
naned the Al penglow Ski Area as a recipient of the grant noney
that will be in Chugach State Park. He recalled that the Qutdoor
Trail Advisory Board (ORTAB) recommended that a portion of the
funds be adm ni st ered/ managed by Chugach State ParKk.

REPRESENTATI VE HAWKER pointed out that the |ist doesn't specify
ei ther Al pengl ow Ski Area or Chugach State ParKk.

VR. LEWANSKIE offered his understanding that [those two
entities] were specifically listed in the Congressional earnmark,
although it's [now] specified as the Division of Parks & Qutdoor
Recreation. He opined that the listing occurred as he expl ained
because the Alpenglow Ski Area couldn't accept the funds and
t hus ORTAB recommended awarding the funds to the Chugach State
Park to be used in the Al penglow Ski Area in order to fulfill
the original intent of the federal earmark. |In further response
to Representative Hawker, M. Lewanskie confirmed that [the
noney earmarked for Al penglow Ski Area] would be the only noney
in this RPL going to Chugach State ParKk.

2:25: 01 PM

MR. LEWANSKIE, in response to Chair Therriault, offered his
understanding that [the commttee packet] contains a copy of the

Congressional earmark, which wll anmend an existing capital
proj ect .
2:26: 00 PM

ANNA  KIM Legislative Fiscal Analyst, Legi slative Finance
Division, confirmed that the docunent in the commttee packet is
a page fromthe "Summary of Appropriations” that shows that the
Nat i onal Recreation Trails Feder al Program has been
appropri at ed. The agency nerely wants to amend that for the
federal capital noney.
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REPRESENTATI VE SAMJELS asked if, anobngst those listed in the
RPL, it's predetermned on a percentage basis or [does each
entity] apply separately.

MR. LEWANSKI E offered his understanding that [the funding] was
apportioned according to the original request to U S. Senator
Ted Stevens. |In further response to Representative Sanuels, M.
Lewanski e said that the decisions have been nmade by ORTAB and
further said that those recommendations wll be fulfill ed.

2:27: 22 PM

REPRESENTATI VE SAMJELS restated the notion to approve RPL 10-06-
5035, Departnent of Natural Resources, Alaska Trails Initiative.
There being no objection, RPL 10-06-5035 was approved.

EXECUTI VE SESSI ON
2:27:52 PM

REPRESENTATI VE SAMUELS made a notion to nove to executive
session for the purpose of discussing confidential audit reports
under AS 24.20. 301. There being no objection, the conmttee
went into executive session at 2:27 p.m

3:15:42 PM

CHAI R THERRI AULT called the commttee back to order at 3:15 p.m
Upon reconveni ng present were Senators Therriault, Ben Stevens,
Hof fman (via teleconference), Stednman (via tel econference), and
W ken, and Represent ati ves Samnuel s, Chenaul t (via
tel econference), Hawker, and Joule. Senator Green arrived as
t he reconvened portion of the nmeeting was in progress.

RELEASE OF AUDI TS

REPRESENTATI VE SAMUELS made a notion for the prelimnary audits
for the Departnent of Public Safety, CDVSA and the Al aska Court
System Board of Governors, Al aska Bar Association to be rel eased
to the appropriate agency for response. There being no
objection, it was so ordered.

REPRESENTATI VE SAMJELS nmade a notion for the final audits for
the Board of Examners in Optonetry, the Board of Chiropractic
Exam ners, and the State Physical Therapy and Occupational
Therapy Board to be released to the public. There being no
objection, it was so ordered.
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OVERVI EW OF PERVANENT FUND CORPORATI ON REGULATI ONS
3:17: 20 PM
CHAI R THERRI AULT announced that the next order of business woul d

be the overview of the Al aska Pernmanent Fund Corporation (APFC)
regul ati ons, which elicited sone general discussion at the |ast

nmeet i ng. Wth regard to the APFC Board' s confidentiality
powers, Chair Therriault noted that those powers have been in
pl ace for sone tine. However, he said he understood that the

recent regul ations provided specifics with regard to the board's
confidentiality powers.

M CHAEL  BURNS, Executive Director, Al aska Per manent Fund
Corporation, Departnent of Revenue, relayed that absolutely no
new |level or degree of confidentiality is created by [these
regul ati ons]. M. Burns then read the statutes that were
enacted when the APFC was created in 1980, as follows:
"Information in the possession of the corporation is a public
record, except that information that discloses the particulars
of the business or affairs of a private enterprise or investor
is confidential and not a public record. Confi denti al
informati on may be disclosed only for the purpose of an official
| aw enforcenent investigation or when its production is required
in a court proceeding.” He also pointed out that the state
specifies that the board may adopt regulations to interpret and
i npl ement the chapter, although he said he didn't believe it's
been done before.

MR. BURNS explained that the new legislation allows the [APFC
Board] to wuse the expedited power wth regard to the
confidentiality and investnent regulations. The regul ations
include, he noted, the points in the aforenmentioned statute as
wel |l as the requirenments of the open neeting |aw

3:20: 13 PM

MR. BURNS highlighted that the only change is that the APFC
Board del egated the power to "make those determ nations" to the
executive director. He explained that there are the follow ng
three asset categories: real estate, private equity, and
absolute return. He explained that the strategy of the managers
is the proprietary product and what is requested to be kept
confidenti al . Included in both asset classes is a gatekeeper
who seeks partnerships. He pointed out that who has access to
what fund is the determ nant of success for both the [private
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equity and absolute return] asset classes. Therefore, [the
APFC] i's attenpting to accommmodat e [t hat need for
confidentiality] while being as transparent as possible. In
fact, today [the APFC] answered its first freedom of information
request and he recalled that dollar anpbunts to the partnerships
and the percentages were wthheld. M. Burns infornmed the
commttee that under the absolute return category, [the APFC] is
invested in about 40 partnerships with 12 different strategies.
How t he gat ekeeper shifts those is his/her business, he opined.

3:22:45 PM

MR. BURNS turned to the private equity category and rel ayed that
who has access to what funds is very inportant [to be Kkept
confidential] and should be accommobdat ed. It's also inportant,
he said, to keep in mnd that the bulk of returns are in the top
tier, which is proprietary information.

CHAI R THERRI AULT conmented that he has viewed this as a further
mat uration of a very healthy investnment vehicle for the state.

MR. BURNS explained that the intent with these regulations is to
provi de descriptive flexibility such that it's clear what [the
APFC] may do. He noted that the regulations and statutes have

noved away from the nunbers on asset classes. Furt her nore,
asset classes have been authorized. He informed the conmttee
that only in three areas, which are new to [the APFC], is there
a nunerical limtation. Those three areas and caps are as
fol | ows: international real estate - 5 percent; devel opnent
real estate - 5 percent; and nonrated securities - 15 percent.

The other set of asset classes addressed statutorily have no
[nunerical limtations].

3:26: 02 PM

MR. BURNS rel ayed that nenbers' packets include a flow chart of
each asset cl ass. He said that the right-hand colum is "where

you will see the trustees actually doing their governing." The
hope is that these regulations will be tinme-tested and allow
enough flexibility that anendnents won't be necessary. M

Burns noted that currently strategies are used. However, trying
to define a strategy is nmore difficult than defining the asset
cl asses because there is no way to list all of the strategies,
whi ch are constantly being created. Therefore, any asset that
is approved under the regulations is approved in conbination
with any other asset. M. Burns posited that APFC has succeeded
in a balance between the mnimalist approach and the
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conprehensi ve approach, although [the board] has erred on the
conpr ehensi ve si de.

3:28: 50 PM

SENATOR STEDMAN inquired as to how the 5 percent cap on an asset
class would work if there is appreciation that exceeds [5
percent] .

MR. BURNS answered that previously, when the APFC ran into a
statutory limtation, it neasured those. He expl ained that the
two asset classes with the 5 percent [cap] and the 15 percent
[cap] are done by resolution and the APFC woul d nove to adjust
t hose bal ances. However, he said he didn't see that as an issue
for some time because not much is being allocated to those at

the nonent. Wth regard to private equity, he infornmed the
commttee that there is about a 4 percent allocation, which is
about $1.2 billion. Furthernore, the APFC has commtnents [to

entities] totaling about $600 million, of which [those entities]
have commtted $300 mllion. He characterized [private equity]
as a slow process. He explained that the characteristics of
private equity are very simlar to public equity, and therefore
while noney is waiting to be called on in the private equity
class, the noney will be held in the public equity market.

3:31: 01 PM

SENATOR STEDMAN posed a situation in which one enters the
private equity arena or other non-liquid arenas with a long tine
hori zon on the holding with m nimal cash flow As the weighting
of the overall portfolio gets heavier, he surmsed that there
would be downward pressure on the dividend structure to the
citizens.

MR. BURNS agreed, adding that the APFC, in conparison to other
i nvestnment funds, has the advantage of being able to be patient.
He highlighted that one of the challenges with private equity is

that the potential rewards aren't liquid and there isn't any
i ndication of when they m ght becone |iquid. For a fund wth
real liquidity challenges, it's difficulty to partake in excess

returns. M. Burns stated that liquidity isn't the problem and
therefore [ APFC] should be able to participate in these types of
i nvestnments, although they don't match up well with a realized
income distribution fornula. M. Burns opined that the
distribution fornmula is the only m ssing piece.

3:33:48 PM
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MR. BURNS opined that the aforenmentioned asset classes are so
small at this point that they won't starve the dividend formula.
However, he acknow edged that they don't match with the statutes
specifying that the trustees are to invest for maxi numreturn at
m ni mal ri sk. He stated that the trustees invest for total
return.

CHAI R THERRI AULT rem nded the committee that this commttee is
the link between the APFC trustees and the | egislature.

DNR NAVI GABLE WATERS RSA
3:34: 55 PM

CHAI R THERRI AULT announced that the next order of business would
be an overview of the Departnent of Natural Resources' navigable
wat ers rei nmbursabl e servi ces agreenent (RSA).

JCE  BALASH, St af f to Senator Therriaul t, Al aska State
Legislature, infornmed the conmittee that for each of the past
two years the Legislative Budget and Audit Conmttee has entered
into an RSA with two agencies, DNR and Al aska Departnent of Fish
& Gane (ADF&G, to conduct research related to subnerged | ands

and R S. 2477 history. Earlier in the year, the conmttee
approved a contract with ADF&G that covers current fiscal year
(FY), 2006. Since that time the commttee has had discussions

with DNR, which has submtted a request that would use the bul k
of the remi nder of the funds available to the commttee.

CHAIR THERRI AULT highlighted that the total request is for
$45, 000.

DCK MYLIUS, Acting Director, Dvision of Mning, Land and
Wat er, Departnent of Natural Resources, relayed that nost of the
$45, 000 woul d continue work that was started under the RSA with
the conmmttee |ast year. The funds would allow the conpletion
of the historical research on the two R S. 2477 routes on the
Cold Foot to Chandalar and the Cold Foot to Carrol (ph) routes.
The aforenenti oned woul d cost $15,000 and is necessary to submt
to the court. Furthernore, a project to scan all the origina
RS 2477 files was started and the concept was to house the
original docunments nore securely in the title section under |ock
and key and have the copies available to the regional offices.
The aforenentioned would cost $40,000, but [the departnent] was
able to find sonme operating fund noney for that and thus the
portion from this request would only be for $10,000. The third
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itemis for $20,000 to pay the Bureau of Land Managenent for the
processing fees for the departnent's recordable disclainer

appl i cati ons, which anmounts to approximately $5,000 per
appl i cation. The departnent has sone noney for that in its
operating budget, but the departnent anticipates there will be

nore fees than the departnent has noney for in this fiscal year
3:39: 15 PM

REPRESENTATI VE SAMJELS nmade a notion that the chair be
authorized to enter into a contract with the Departnment of
Nat ural Resources for R S. 2477 and navigable waters research
for FY 06 in an anmobunt not to exceed $45, 000. There being no
objection, it was so ordered.

FOSLER LAW GROUP CONTRACT
3:39:40 PM

CHAI R THERRI AULT announced that the next order of business would
be the Fosler Law Goup contract regarding the |litigation
stemming from the Wod Mckenzie report, which was held
confidential according to the ternms of the purchase agreenent.

MR. BALASH rem nded the conmttee that the contract was entered
into in response to litigation brought forth by the Republican
Moderate Party Inc. in June of this year. The expectation was
that it would be a fairly quick process and exchange of notions
for summary judgnment, with a ruling from the judge to follow

The plaintiffs expressed a desire to resolve the I[litigation
quickly in order to aid their efforts in circulating a petition
initiative to repeal the economc |imt factor (ELF). Under the
af orenentioned scenario, the $25,000 cap was expected to be
adequat e. However, following the exchange of notions and
briefs, the plaintiffs have requested oral argunent at the end
of Sept enber. Therefore, those oral argunents wll require

addi ti onal funds.

3:41: 24 PM

MR. BALASH, in further response to Senator Ben Stevens,
specified that the plaintiff, the attorney for the Republican
Moderate Party Inc., is Kevin Morford (ph).

REPRESENTATI VE SAMUELS asked if "we" have to apply to have it
deni ed or does the judge sinply rule.
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MR. BALASH offered his understanding that once the process is
conpl ete and assumng the plaintiffs have won on sone term the
plaintiffs wll present a notion for reinbursenent for ful
costs. However, if the plaintiff didn't win on any grounds, the
commttee would have the opportunity to seek reinbursenent for
its costs at which point the plaintiff could plead public
interest status and request imunity from the reinbursenent
char ge.

REPRESENTATI VE SAMJELS asked if there are notions or direction
from the conmttee that the conmittee's legal counsel has to
file to receive reinbursenent or is it assuned that such is
sought .

MR. BALASH said that he could query legal counsel on this.
However, he understood the contract with the Fosler Law Goup to
specify that the law group takes direction from the project
director.

3:43: 22 PM

SENATOR BEN STEVENS recommended that |egal counsel intervene to
object to the public interest litigant status claim

CHAI R THERRI AULT pointed out that with this additional request
of $25,000 the total would be $50,000, which he noted is the
average salary for a teacher in the State of Al aska.

MR. BALASH agr eed.
3:44: 02 PM

SENATOR BEN STEVENS reiterated that the |egal counsel should
oppose the notion to grant the public interest litigant status
to the plaintiff, which is a notion that has to be granted by
the court. He also suggested that if the commttee wns, it
coul d obtain rei nbursenment of the expenses fromthe plaintiff.

MR. BALASH infornmed the commttee that briefs have pointed out
that the plaintiff has the ability to purchase this study any
time it so desires. The only purpose [the plaintiff] can obtain
fromlitigation is to avoid paying for the study, which would
arguably be a private interest as opposed to a public interest.

REPRESENTATI VE SAMJUELS nmade a notion to authorize the chair to

anend the conmttee's contract with Fosler Law Goup in an
amount not to exceed $50,000 for work related to litigation over
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the confidentiality of the Whod Mackenzie Gobal Gl & Gas Risks
and Rewards 2004 Study. There being no objection, it was so
or der ed.

OTHER BUSI NESS
3:45:58 PM

CHAI R THERRI AULT announced that the final order of business
woul d be a request for an audit from Representative Guttenbergqg.

3:47: 05 PM

PAT DAVI DSON, Legislative Auditor, Division of Legislative Audit
Al aska State Legislature, in response to Chair Therriault, said
that she has had conversations with Representative QCuttenberg
She related that the division's ability to performthe requested

audit in an informal manner is severely linmted because it
concerns a grantee of the state in ternms of how it spent the
state's noney. She noted that she has specifically asked
Representative CQuttenberg to identify the time period of
i nterest. She then offered her understanding that there has
been an audit effort in the organization, and therefore the
division will build onto work al ready done.

CHAI R THERRI AULT inquired as to the length of an audit queue at
this tinme.

M5. DAVIDSON pointed out that the conmittee nenbers' packets
should include a list of the status of audits. Currently, three
audits have been requested that have not yet been started, one
of which is the Special Education Service Agency with a due date
of January 2008. Furthernore, staff won't be done with the
statewwde single audit wuntil the end of March or April.
Therefore, [further] requests would have a start date of April
2006.

3:50:13 PM

REPRESENTATI VE HAWKER asked whether the Fairbanks Econom c
Devel opnent Corporation is already subject to external audits on
t hese grants.

V5. DAVI DSON answered that fromthe state the anount received by
the [Fairbanks Econom c Devel opnent Corporation] is less than
t he $300,000 threshold that triggers the state conpliance audit.
She related that it appears that in FY 05 and FY 06, the agency
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received funds from the Departnment of Transportation & Public
Facilities and Departnent of Comerce, Community, & Economc
Devel opnent and a mnimal anmount from the Departnment of Natura
Resour ces, of which none neets the $300, 000 threshol d.

MR HAWKER asked if any of those grants have an audit
requirenent.

M5. DAVIDSON clarified that typically the grants fall to the
statewi de single audit to coordinate those efforts.

REPRESENTATI VE HAWKER asked if there has been any indication
that there has been a m sspendi ng of noney.

CHAI R THERRI AULT characterized it as a nurky issue with details
continuing to arise. He questioned whether answers wll arise
t hrough the ongoi ng process in Fairbanks.

M5. DAVIDSON related that the discussions with Representative
GQuttenberg were in regard to what he wanted to know, such as how
much noney was received by the Fairbanks Econom ¢ Devel opnent

Corporation over the tinme period. The aforenentioned was of
interest as was how the nobney was spent and whether it was spent
in conpliance with grant requirenents. She agreed that what's
playing out in the newspapers right now will benefit the audit
not starting until April because certain things would be worked
t hr ough.

3:54: 45 PM

CHAI R THERRI AULT asked whether M. Davidson would return to the
commttee before automatically nmoving forward on this audit or
woul d the division wait to hear fromthe conmttee as to whether
to move forward if things have been sorted out prior to April.

M5. DAVIDSON pointed out that if she has an audit request the
information has to be provided. However, w thout an audit
request the entity nmay or may not have to respond. |If the audit
request is approved, it may take staff a short amount of tine to
access the current status.

REPRESENTATI VE SAMJELS noted his assunption that if the
organi zation receives federal noney, the federal governnent
woul d perform an audit as would any other entity from which the
organi zation receives noney. Therefore, he inquired as to where
the state falls in relation to the revenue streanms of this
or gani zat i on.

BUD COWM TTEE -17- December 6, 2005



M5. DAVIDSON said she could not answer that question at this
tine.

REPRESENTATI VE DAVID GUTTENBERG Al aska State Legislature
of fered to answer questions.

CHAI R THERRI AULT acknow edged that Representative Guttenberg has
sone legitimte questions. He related the option of providing
the division the authority to start the audit with the sideboard
that before the expenditure for the audit occurs, the division
would conme before the commttee to wupdate it regarding the
information available at that time to determne whether to
pr oceed.

3:58:47 PM

REPRESENTATI VE GUTTENBERG agreed that such woul d be appropriate.
He opined that his concern was that after the audit from the
Cty and Borough of Fairbanks mght result in a conponent being
| eft out. However, the division having the authority to perform
an audit, whether it actually is or not, is significant.

SENATOR W LKEN surm sed that the bigger issue is how the noney,
which he estimated to be about $10,000-$20,000 has been spent.
Senator W1l ken concurred with seeing how the various audits of
t he Fairbanks Econom c Devel opnent Corporation conme out before
movi ng forward on the audit.

REPRESENTATI VE SAMUJELS made a notion that the commttee approve
the special audit request on the Fairbanks Econom c Devel opnent
Cor por ati on.

CHAI R THERRI AULT nmade a notion to anend the notion such that
before the division noves forward on any major expenditures on
this audit that the division reports to the conmttee on the
status of the situation. There being no objection, the notion
was anended as st at ed.

There being no objection to the notion as anended, the special
audit request on the Fairbanks Econom c Devel opnent Corporation
was approved.

M5. DAVIDSON relayed that the division is requesting that the
committee increase its authority to contract for audit services.
She rem nded the conmittee that originally it had authorized the
division to contract for an anmount not to exceed $150,000 for

BUD COWM TTEE -18- December 6, 2005



audit services to help wth the statewide single audit,
primarily the federal conpliance piece. The division is
practically through the analysis of the federal schedule. | t
appears that there will be three or nore mmjor federal prograns
this year. Maj or federal prograns require a substantial anount
of work and thus require nore audit resources to conplete the
audit. Wth the additional anobunts of noney, the division wll
attenpt to negotiate extended hours to those already providing
servi ces. Therefore, this is nerely an anmendnent to increase
t he amount to contract, she expl ai ned.

4:03:18 PM

CHAIR THERRI AULT surm sed then that the division's authority
woul d be increased by $30,000 to continue the aforenentioned
wor K.

REPRESENTATI VE HAWKER inquired as to who the current contracts
are wth.

M5. DAVIDSON answered that they are Altman Rogers and El gee
Rehfi el d. She explained that the contract was |et based on a
certain level of experience of staff and the price per staff.
Therefore, the specific contract is for a specific person for a
specific time period. In further response to Representative
Hawker, Ms. Davidson said that this would allow the division to
determne whether the current contractors have sufficient
resour ces. She explained that she wanted to make sure the
committee was supportive of this before inquiring as to whether
the firnms could do it or not.

REPRESENTATIVE SAMJELS nmade a notion to authorize the
| egislative auditor to anmend the contract for audit services in
an anmount not to exceed $185,000. There being no objection, it
was so ordered.

ADJ QURNVENT
There being no further business before the comittee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
4:05 p. m
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