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CHAIR RALPH SAMUJELS called the Legislative Budget and Audit

Commttee neeting to order at 8:04:29 AM Represent ati ves
Doogan, Chenault (via teleconference), Hawker , Kelly (via
t el econference), Meyer (alternate), Joule (alternate) (via
t el econf erence), and Sanuel s, and Senators Hoffrman (via

tel econference), Stedman (via teleconference), and Ellis (via
tel econference) were present at the call to order.

APPROVAL COF M NUTES
8:05:18 AM

CHAI R SAMJELS announced that the first order of business would
be the approval of m nutes.

REPRESENTATI VE DOOGAN made a notion to approve the mnutes of
April 26, 2007. There being no objection, the mnutes fromthe
nmeeting of April 26, 2007, were approved.

EXECUTI VE SESSI ON
8:05:39 AM

REPRESENTATI VE DOOGAN nmade 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 commttee went into
executive session at 8:05 a. m

CHAIR SAMJELS brought the commttee back to order at
approximately 9:31 a. m

RELEASE OF AUDI TS

[ Not on the recording, but relayed by the commttee aide was the
notion by Representative Doogan to release to the public the
special report on the Use of Recidivism Rates by State Agencies,
Overview of Current Practices; the special report on the Use of
Recidivism Rates by State Agencies, Recidivism Rates for the
Al cohol Safety Action Program and the special report on the Use
of Recidivism Rates by State Agencies, Recidivism Rates for Sex
O fenders. This notion passed w thout objection.]

[ Not on the recording, but relayed by the commttee aide was the

notion by Representative Doogan to release to the departnents
for response the following prelimnary audit reports: the FY 06
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Statewide Single Audit, and the Special Report on the Al aska
Aer ospace Devel opnent Corporation. ]

9:33: 06 AM

CHAIR SAMUJELS indicated that the notion to release to [the
departnments] the aforenentioned prelimnary audit reports was
appr oved. He remarked that the prelimnary audit report
regarding [the special report on the Departnent of Corrections

Community Jail Program] would not be taken up at this tinmne.

OTHER COVM TTEE BUSI NESS
9:33: 15 AM

CHAIR SAMUJELS announced that the final order of Dbusiness
pertained to a procurenent issue [brought forth by the D vision
of Legislative Audit].

9:33: 27 AM

PAT DAVIDSON, Legislative Auditor, D vision of Legislative
Audit, Alaska State Legislature, said she is requesting approval
by the conmttee to acquire audit software and the acconpanying
hardware for the division. She referred to her nenorandum to
the commttee dated 5/8/ 07, and noted that it "asked that it be
a sole source purchase"; however, since that time, vendors have
responded, thereby producing a conpetitive environnent. She
asked, therefore, that the commttee authorize the Division of
Legislative Audit to solicit and award a contract for software -

an aut omat ed, workpapers software package - in an anpbunt not to
exceed $85,000, and authorize the division to purchase - in an
amount not to exceed $40,000 - the necessary hardware to

i npl enment that software package.

REPRESENTATI VE HAWKER asked what platform the software will run
on.

V5. DAVI DSON rel ayed that sone such software runs on an "Oracle”

platform and one runs on a Mcrosoft platform until the
division selects the package it wants, it won't know what
hardware wi ||l be needed. She estimated that the division wll

have to purchase one, possibly two, servers for the Juneau and
Anchor age offi ces.
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REPRESENTATI VE HAWKER surm sed that the division may decide not
to choose the product referred to in the aforenentioned
menor andum

V5. DAVIDSON concurred, adding that for any solicitation over
t he anobunt of $50,000, the division is required to "go out for
solicitation," which is what the division will do, now that she
knows that there is nbore than one vendor avail abl e.

REPRESENTATI VE HAWKER asked what the ongoing nmaintenance and
service contracts will anmount to.

M5. DAVIDSON said the various products have a w de range of
costs - from $16,000 per year to over $80,000 per year; this
will be one of the factors the division considers when | ooking
at the price conponent of the software.

REPRESENTATI VE HAWKER questioned whether the conmmttee intends
to provide the division with the authority to just go get what
it needs, or whether the commttee intends to revisit the issue
before granting final approval.

CHAI R SAMJELS asked how long it will take to get responses back
once the bid is put out.

9:37:57 AM

MS. DAVI DSON said one of the division's audit managers and its
information technology (IT) network have been working on

techni cal aspects such as what licenses will be required for the
server and its platform It my be two to three weeks to
devel op the request for proposal (RFP), and it would have to "be
out" for a mninmm of 21 days; afterwards there will be a 10-day
protest period. The division is envisioning inplenenting the

software for the fiscal year 2008 (FY 08) statew de financi al
audit, and so the division wuld want to be done wth the
procurenent process as well as the establishment of the
libraries by February. She asked whether the conmmttee would
like to see the RFP before it goes out.

REPRESENTATI VE HAWKER said he is nerely questioning whether the
commttee wshes to revisit this issue or just give the division
carte blanche authority without first considering the options or

the evaluation of the alternative proposals. He expressed
disfavor with the concept of wusing an "Oracle" platform and
guestioned how conpatible the software that's chosen wll be

W th existing state systens.
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V5. DAVIDSON indicated that either approach by the committee is
fine with her. She nentioned, however, that having to cone back
before the comrittee to request |icensing approval every year is
not sonething that she really wants to do nor would it be a
prudent thing to do. When | ooking at the cost conponents of a
system therefore, the division nust consider not only the
licenses for the audit software but also the ongoing |icense
costs for the server requirenents. Again, should the commttee
wish to review the RFP prior to it going out, that would be
fine.

M5. DAVIDSON, in response to questions, explained that the
di vision has the authority to make purchases under $25,000; that
committee approval is required for procurenent in excess of
$25,000; and that for a purchase in excess of $50,000 there nust
be a formal solicitation if there are nultiple vendors. The
latter situation applies in this instance. In response to a
further question, she said the division's budget is part of the
entire legislative process; the division has funds in its FY 08
budget to "pay for this"; and this request was not separately
identified as a particul ar project.

REPRESENTATI VE MEYER, too, expressed disfavor with an "Oracle”
platform He said he would be interested in knowi ng what the
long-term costs will be with regard to mai ntenance and upgrades,
and in know ng whether there will be l|ocal technical support for
whi chever platformis chosen.

9:45: 45 AM

M5. DAVIDSON said the audit software packages that the division
will be considering are provided by national firmns. The
division has contacted other states' audit organizations, and
nost use the vendor identified in her nenorandum and have used
its product successfully, though Mnnesota's audit office "is
nore cutting edge" than nobst other states' audit offices with
regard to technology and so it chose to go with a higher-priced
product. She indicated that the RFP the division puts out wll

have a training conponent. In response to a question, she said
that the division's I T support person will be able to understand
a lot of the product that is chosen and so will be able to work

with the vendor's technical representative to take care of the
techni cal side of things.

M5. DAVIDSON, in response to a question, reiterated that the
division is asking the commttee for approval to solicit and
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award based on the criteria and evaluation; that award is
limted to $85,000 for the software and $40,000 for the
associ at ed har dwar e.

CHAI R SAMUELS remarked that if the notion is sinply to solicit,
the division could develop the RFP, put it out, and then the
commttee could neet to review the results.

V5. DAVI DSON concurr ed.

CHAI R SAMUELS asked whether an additional notion to purchase
hardware i s necessary at this neeting.

M5. DAVIDSON said such a notion would not be needed until the
award for purchasing the software i s made.

CHAIR SAMUELS surmised, then, that the notion would be to
authorize the Division of Legislative Audit to solicit autonated
audit software in an anount not to exceed $85, 000.

MS. DAVI DSON concurr ed.

CHAIR SAMUELS explained that the commttee would be provided
with a copy of the RFP, and would then be given an opportunity
to neet and review the bids that resulted fromit.

9:51:18 AM

REPRESENTATI VE HAWKER suggested that the notion not include a
specific nmonetary anmount in case the product nost suited to the
division's needs exceeds $85,000; the division would then
solicit the purchase of automated audit software, related
hardware, inplenentation, and naintenance, and then bring a
recommendati on back to the conmttee for final approval.

REPRESENTATI VE KELLY agreed with that suggestion.

V5. DAVI DSON expl ained that the concept of audit software is to
provide efficiencies for audits. Automated audit software has
been around for a very long tine, but wuntil recently, she
remar ked, she was not convinced that such software would result
in efficiencies sufficient to offset the cost of the software

she is now willing to acknowl edge that for the anmount of noney
the division is requesting, even 10 percent of estinmated
efficiencies will offset the cost of the product. She remarked

that many automated audit software packages offer a variety of
tools, sone of which the division may not need, and so by having

BUD COWM TTEE - 6- June 5, 2007



a dollar limt included in the notion, it wll ensure that
offers from vendors will suit the needs of the division. She
suggested that without a price limtation, the division won't
get the best price for the product the division needs wthout
vendors including additional |ayers of unnecessary functionality
in the price they offer.

REPRESENTATI VE DOOGAN questioned whether the division's basic
needs coul d be outlined in the RFP

M5. DAVIDSON said the division is looking to do just that, but
without a price limtation, there will be fewer factors that can
be used to identify the quality of the software.

9:58: 52 AM

REPRESENTATI VE DOOGAN said it appears that there are substantia
cost considerations beyond the initial purchase price, and asked
whet her $85, 000 woul d cover all of those.

M5. DAVIDSON said that amount would cover the initial purchase
price, and then the division would add in ongoing licensing fees
to the price conponent of the RFP

REPRESENTATI VE DOOGAN remarked that the division mght get a
better overall price froma firmthat gives the division a high
initial price; therefore, he is not sure he wants to nake the
initial purchase price the sole criteria for the RFP

V5. DAVI DSON concurred, adding that if there is a limtation -
"a not to exceed anount" - for the initial purchase price, then
the division could |ook at the price conmponent in evaluating the
resulting RFP and that would include both the initial purchase
price and the ongoing annual costs such as license renewals.
Such additional costs wouldn't be covered under the initial cap,
but they would be covered in the evaluation process, she

reiterated. In response to a question, she said that when the
di vision uses the evaluation criteria for selecting the vendor,
the total price will be a conponent of the ultimte award
deci si on.

REPRESENTATI VE KELLY opined that |eaving out a specific nonetary
anount won't preclude the division fromusing any criteria it so
chooses to "bracket price."

V5. DAVI DSON concurred, adding that the division doesn't have to
make an award even if it has the authority to do so.
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REPRESENTATI VE KELLY suggested that not including a nonetary
[imt in the notion would provide the division wth nore
flexibility.

CHAIR SAMUELS remarked that if "it doesn't work out, you [can]
conme back and try it a different way."

V5. DAVI DSON concurr ed.

REPRESENTATI VE HAWKER asked whether not stipulating a limt wll
result in the state having to accept what is offered by vendors
regardl ess of how expensive the product is or how appropriately
it meets the division's needs.

V5. DAVIDSON said no, the division will retain the option to not
awar d. How the w nning bidder is selected will be based on the
selection criteria, and one evaluation factor will be price, and
this hopefully wll be enough of a distinction to enable the
division to separate the nodel needed for an office the size of
hers. The division nust give "that" criteria enough weight so
that even if a high price cones with the maxi num nunber of
tools, the cost factor will offset the other factors "for which
they also may exceed expectations.”™ |In response to a question

she said she thinks the division can nmake an approach at finding
the right product, and if what is brought forth for the division
to consider doesn't appear to be in the best interest of the
state to acquire, then a contract doesn't have to be awarded.

10: 06: 41 AM

REPRESENTATI VE HAWKER nmade a notion that the commttee authorize
the legislative auditor to solicit proposals for the purchase
and inplenentation of automated audit software.

REPRESENTATI VE KELLY suggested that the notion should include
aut hori zation regardi ng the necessary hardware.

M5. DAVI DSON expl ained that the hardware purchases would cone
from anot her vendor, and since the division will be com ng back
to the conmmttee with a sunmary of the division's evaluations in
order to obtain final approval, the division, at that tineg,
woul d ask for the authority to purchase the associ ated hardware.
She suggested that the notion reflect that she is asking the
conmmittee to grant the division the authority to solicit for
aut omat ed sof tware.
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REPRESENTATI VE HAVWKER again made the notion that the committee
authorize the legislative auditor to solicit the purchase and
i npl enentati on of automated audit software.

SENATOR HOFFMAN asked what the commttee's tine franme will be
for review ng the proposals.

V5. DAVI DSON estimated that the division would be ready to have
the commttee consider the resulting proposals by the end of
July or mid August. It will take the division a nunber of weeks
to prepare the RFP, and that is followed by a 21-day
solicitation period. She sought clarification regardi ng whet her
the commttee wishes to be part of the evaluation commttee, or
whet her the commttee would sinply like to see a sunmmary of the
di vision's eval uations and then vote to approve a purchase.

10: 10: 43 AM

SENATOR HOFFMAN said he'd rather do the latter and then neet as
soon as possible so as to begin reaping the benefits of the new
system

CHAI R SAMJELS surm sed that the conmittee could take this issue
up right after the solicitation is conplete. He asked Ms.
Davi dson whether she could get a copy of the RFP to the
comittee.

M5. DAVIDSON said that once the RFP is developed it wll be
posted on the division's web site, and she could send copies to
menbers.

CHAI R SAMJELS asked whether there were any objections to the
not i on.

REPRESENTATI VE KELLY again opined that it would be appropriate
for the notion to include both hardware and software.

M5. DAVIDSON explained that because the estinmate on the
necessary hardware is approximately $40,000, there is no
solicitation requirenent associated with the hardware. Once the
software is chosen, there wll be no additional delay in
acquiring the necessary hardware.

CHAI R SAMJELS, after ascertaining that there were no objections
to the notion, announced that the notion passed.
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ADJ OURNVENT

There being no further business before the comittee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
10: 13 a.m
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