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EXECUTI VE SESSI ON

RELEASE OF AUDI TS

REVI SED PROGRAM - LEG SLATI VE ( RPLS)

UPDATE REGARDI NG NAVI GABLE WATERS AND R S. 2477 TRAILS AND
EASEMENTS RSAs

PRESENTATI ON BY THE DEPARTMENT OF CORRECTI ONS

OTHER COW TTEE BUSI NESS

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REGQ STER

JEFF JESSEE, Chief Executive Oficer

Al aska Mental Health Trust Authority (AWMHTA)
Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented RPLs 06-8-0001, 06-8-0080, O06-8-
0081, 06-8-0082, 06-8-0083, 06-8-0084.
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M LLI E RYAN, Executive Director

Governor's Council on Disabilities & Special Education

O fice of the Conm ssioner

Department of Health and Social Services (DHSS)

Anchor age, Al aska

PCSI TI ON STATEMENT:  Responded to questions during discussion of
RPL 06- 8- 0084.

LAURA BAKER, Budget Manager

Central Ofice

Fi nance and Managenent Services

Department of Health and Social Services (DHSS)

Juneau, Al aska

POSI TI ON STATEMENT: Responded to a question during discussion
of the RPLs.

CAROL FRIES, Project Mnager;

Exxon Valdez G| Spill Liaison

O fice of Project Managenent & Permtting (OPMP)
Department of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON STATEMENT: Presented RPL 10-8-5007.

WYN MENEFEE, Chief of Operations

Central Ofice

Di vision of Mning, Land and Water

Department of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented the update regarding navigable
waters and R S. 2477 trails and easenents RSAs.

ELLEN SI MPSON, Habitat Biol ogist IV,

Access Defense Supervi sor

Di vision of Sport Fish

Al aska Departnent of Fish & Gane ( ADF&G

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided coments and responded to a
question during the update regarding navigable waters and R S.
2477 trails and easenments RSAs.

JOE SCHM DT, Comm ssi oner

Depart ment of Corrections (DOC)

Juneau, Al aska

PCSI TI ON STATEMENT: O fered the presentation by the Departnent
of Corrections.
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DWAYNE PEEPLES, Deputy Comnm ssi oner

O fice of the Conm ssioner - Juneau

Depart ment of Corrections (DOC)

Juneau, Al aska

POSI TI ON STATEMENT: Answer ed questions during the presentation
by the DCC.

DAVI D TEAL, Legislative Fiscal Analyst

Legi sl ative Finance Division

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Responded to questions during the
presentation by the DCC.

SHARLEEN GRI FFI N, Director

Central Ofice

D vision of Adm nistrative Services

Depart ment of Corrections (DOC)

Juneau, Al aska

PCSI TI ON STATEMENT: Provi ded comrents during the presentation
by the DCC.

PAT DAVI DSON, Legislative Auditor

Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Provided comments during discussion of
ot her comm ttee business.

ACTI ON NARRATI VE

CHAIR RALPH SAMUJELS called the Legislative Budget and Audit
Conmittee neeting to order at 8:03:24 AM Representati ves
Doogan, Chenault, Hawker, Meyer (alternate), Joule (alternate),
and Samuels, and Senators G een, Stedman (via tel econference),
and Huggins (alternate) were present at the call to order.
Senators Hoffman and Therriault arrived as the neeting was in
pr ogr ess.

APPROVAL COF M NUTES
8:04: 26 AM

CHAI R SAMJELS announced that the first order of business would
be the approval of the m nutes.
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REPRESENTATI VE HAWKER nmade a notion to approve the mnutes of
July 10, 2007. There being no objection, the mnutes from the
meeting of July 10, 2007, were approved.

EXECUTI VE SESSI ON
8:04:42 AM

CHAI R SAMUELS announced that the commttee would next go into
executive session.

REPRESENTATI VE HAWKER 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

CHAI R SAMUELS brought the conmttee back to order at 8:47 a.m
RELEASE OF AUDI TS

[ Not on the recording, but relayed by the commttee aide was the
notion by Representative Hawker to release to the departnents
for response the following prelimnary audit reports: a sunset
review of the Big Game Commercial Services Board; a sunset
review of the State Board of Parole; and a review of the
University of Alaska Fairbanks, School of Education, selected
i ssues. This notion passed w thout objection.]

[ Not on the recording, but relayed by the commttee aide was the
notion by Representative Hawker to release to the public: a
sunset review on the Al aska Conm ssion on Aging; a sunset review
of the Real Estate Comm ssion; and a review of the Departnent of
Corrections, Community Jail Program This notion passed w thout
obj ection. ]

REVI SED PROGRAM - LEG SLATI VE ( RPLS)
8:48: 56 AM

CHAI R SAMJELS announced that the next order of business would be
RPL 06-8-0001, training for crimnal justice personnel; RPL 06-
8-0080, Bridge Home Program RPL 06-8-0081, flexible Special
Needs Housing; RPL 06-8-0082, outpatient, emergency residentia
services and training; RPL 06-8-0083, rural long term care; and
RPL 06-8-0084, Al aska Alliance for Direct Service Careers.
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JEFF JESSEE, Chief Executive Oficer, Al aska Mental Health Trust
Aut hority ( AVHTA) , rel ayed t hat t he fundi ng for t he
af orenenti oned RPLs cones from two sources within the AWVHTA s
budgeti ng process: funds that were not expended in fiscal year
2007 (FY 07); and additional revenue resulting from the
per manent fund. Because the AMHTA generally doesn't know about
the status of such funds until late in the |egislative budgeting
process, the AVMHTA waits until the My trustee neeting before
al l ocating them

MR. JESSEE, referring to RPL 06-8-0001, explained that this
$20,000 RPL is for the training of crimnal justice personnel.
The Division of Juvenile Justice (DJJ) is significantly
increasing its capacity to serve AVHTA beneficiaries wthin the
juvenile justice system (JJS). The AWHTA considers this to be a
very positive direction given that a very |arge percentage of
kids in the DJJ's custody have nental health and substance abuse
i ssues. The 1legislature has been supporting this initiative
with general fund (GF) funding, and the RPL funds wll go
towards [training,] staffing, and the devel opnent of protocols.
He noted that the Legislative Finance D vision has comrented
that perhaps funds from currently vacant positions m ght be used
to cover "these" [training] costs, and, if so, the RPL funds
woul d probably be the | ast spent.

8:52:35 AM

MR. JESSEE, referring to RPL 06-8-0080, explained that it
i nvol ves $150,000 in trust funds for the Bridge Hone Program in
this instance, [it consists of] FY 07 funding that was not al
spent. Assisted living homes are one of the core strategies
used by the AVHTA to try to keep beneficiaries in the comunity,
provi ding supportive services along w th housing. However, the
normal assisted-living level of service often doesn't serve
hi gh-intensity-needs beneficiaries well enough to keep them
stable in that housing. The AWVHTA has, therefore, devel oped an
Assisted Living Facility (ALF) pilot program called, "Super
ALF," which will provide additional support services in terns of
case nmanagenent and therapy wth the goal of keepi ng
beneficiaries from cycling back into the correctional and
psychi atric systens.

8:53:48 AM
MR. JESSEE, referring to RPL 06-8-0081, explained that it

i nvol ves $300,000 for flexible special needs housing. One of
the AWVHTA key partners in housing [beneficiaries] is the Al aska
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Housi ng Finance Corporation (AHFC). When AMHTA beneficiaries

are served "by these prograns,”™ the progranms often incur
significant upfront costs that are not recoverable - either
through Medicaid billing or other billing systenms - and are

sonetines called transitional costs or "rent-up" costs. Wthout
flexible funding as proposed by the RPL, nany prograns can't
even accept special-needs-housing capital funding because they
can't afford the aforenenti oned startup costs.

MR. JESSEE, referring to RPL 06-8-0082, explained that this
$425,000 would be for outpatient [and] energency residential
services, and training projects.

CHAIR SAMJELS, referring to RPL 06-8-0081, asked how |ong
housi ng units are held open for beneficiaries.

MR. JESSEE said that they are held open for perhaps just a nonth
or two. For exanple, if a beneficiary deconpensates, stops
taking nedication, and goes back into the Alaska Psychiatric
Institute (APlI), that beneficiary is going to be released within
30 days and so the rental wunit needs to be held open for
hi ml her . Returning attention to RPL 06-8-0082, he said he is
very pleased with the results of the Bring the Kids Hone (BTKH)
initiative. At the start of this project there were over 425
kids out of state and now there are fewer than 275 kids out of
state, and this has proven to be a very effective program The
goal is to have as many residential beds as are needed, and
perhaps have even nore beds than are actually needed. The
conti nuum of "pre-residential"™ care is being built out, so that
services can be provided to kids before they need residential
servi ces. The legislature has supported this initiative by
adding increnents into the budget and this has been part of the
strategy from the beginning, to reinvest those dollars, that are
now going out of state, instate; initially the funding went
towards residential services, but now it can go towards | ower
| evel s of care.

MR. JESSEE indicated that this RPL wll augnent what the
| egi sl ature has included in the budget thus far, and nentioned
that this program will require additional GF nonies because as
t he nunber of kids out of state is reduced, out-of-state funding
will need to be reallocated to in-state prograns. Nothing is
gai ned by not funding this RPL, he added, because it wll nerely
delay, for a year, having "these services" cone on |ine.

8:58: 30 AM
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REPRESENTATI VE HAWKER asked whether there is an expectation that
the $425,000 will be supplanted with G- nonies in FY 09.

MR. JESSEE said the plan is to supplant it with G- nobnies -

there will be significant GF recomendations for "this |evel of
service" in t he adm ni stration and AVHTA' s budget
recommendat i ons. There is a need to build this part of the
conti nuum of care regardl ess of whether "these trust funds" are
spent this year. Rat her than waiting for the increnent to cone
forward for FY 09 and starting these prograns then, approving
the RPL will junp start some of these prograns now w th trust

noney, and thereby possibly divert sone kids before they need
residential services.

REPRESENTATI VE HAWKER indicated that it is troubling to him for
the conmttee to nmake a policy call conmtting next vyear's
budget cycle and circunventing sonme of the budget subcommttee
heari ngs.

REPRESENTATI VE DOOGAN asked what would happen if the RPL is
approved but the budget increment for FY 09 is not.

MR. JESSEE said the individualized services wuld not be
available in FY 09 and those kids would have to be reabsorbed
into the residential system of care that's available at that
tinme. Probably nore kids would end up going back out of state
because in-state capacity would be |imted. The funds in this
RPL are designed to keep kids in pre-residential comunity-based
systens, which the |egislature has recogni zed and supported. He
said he is willing to accept that these might just be one-tine
funds, though this would create challenges in dealing wth
underage beneficiaries. If the legislature still believes in
the goal of the BTKH initiative, approving the RPL will assist
the state in avoiding sone out-of-state costs.

MR. JESSEE, in response to a question, said that in order to
continue the BTKH initiative, significant G- funds wll be
needed to provide "that level of care in the continuum" and the
$425,000 outlined in the RPL would be a part of that but won't
increase the total anobunt needed in FY 09 to continue the BTKH
pr ogram He added, "This is a good policy ... discussion to
have because we are halfway down the road on this ... [BTKH|
initiative, and if people want to change course and decide we
want to go back to the direction of institutional care, then you
need to conme to grips with that."
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MR. JESSEE, in response to another question, said that if the
RPL is not approved, then this $425,000 would just sit in the
trust account; however, given that there are providers avail able
now, the AWVHTA wants to be able to get those providers working
with "these famlies and kids" right now

9:05:14 AM

SENATOR GREEN of fered her understanding that the AVHTA had great
flexibility when using only trust dollars, and could therefore
begin funding and <creating prograns that don't require
| egi sl ative approval. She asked whether the AWHTA could go
ahead with this program w thout going through the Legislative
Budget and Audit Comm ttee.

MR. JESSEE indicated that the AMHTA probably could do that,
though it mght have to go through an additional procurenent
process since there wasn't enough noney when it successfully
went through the procurenment process originally. However, the
reason the AMHTA is reluctant to go ahead without |egislative
approval is that the Dy vision of Behavioral Health (DBH) 1is
doing a very good job of managing this program and so the AVMHTA
wants to encourage the DBH to continue admnistering it.

SENATOR GREEN surm sed, then, that although the AMHTA could
proceed without |egislative approval, it has chosen to keep the
| egi sl ature invol ved for everyone's benefit.

REPRESENTATI VE HAVWKER opi ned that M. Jessee has created a fal se
dil enma, and his concern, he relayed, centers on how rapidly the
program is being inplenented and thereby getting ahead of the
state's ability to provide the necessary support infrastructure.

MR. JESSEE, in response to questions, reiterated his conmments
that approving this RPL wll not increase the total anount
needed in FY 09 to continue the BTKH program

SENATOR THERRI AULT offered his wunderstanding that the RPL
acknowl edges that there is no guarantee that additional funding
will be available later.

MR JESSEE concurred.

REPRESENTATI VE JOULE asked whether bringing the children back
into the state will save noney.
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MR. JESSEE indicated that the advantage of bringing the children
back into the state is that any noney then spent on them would
be spent in-state. Al so, there mght be sone savings in that
the program m ght divert kids from being sent out of state to
begin with, since the costs of caring for children out of state
add up pretty quickly even for a small nunber of children

9:14:54 AM

MR. JESSEE, referring to RPL 06-8-0083, explained that this
$138,000 is for rural long-term care. Al t hough there has been
di scussion regarding the growing elderly popul ation and the need
to support famlies in their conmunities, this noney would go
towards aging and disability resource centers, which are
essentially one-stop information shops for famlies of either
individuals with disabilities or seniors that need assistive
servi ces. Devel opi ng these centers has been pretty successfu

and they are serving significant nunbers of people. The funds
for this RPL weren't used in FY 07 and so the goal is to nove
t hese funds into FY 08.

REPRESENTATI VE MEYER asked whether the funds wll be used to
hire a coordi nator.

MR. JESSEE said they wouldn't be wused for that because they

already have a coordinator; instead, these funds wll go
directly to the centers and will be used to add a center. These
centers, incidentally, are also being used for independent
living, thus elimnating a second set of entities. I n response

to a question, he said that the coordinator is funded by the
trust.

MR. JESSEE, referring to RPL 06-8-0084, explained that this
$100, 000 woul d be used by the Alaska Alliance for Direct Service
Car eers. Wrkforce is one of the biggest challenges the AVHTA
faces with regard to providing services to beneficiaries, he
noted, and there is a need to continue finding, training, and
keeping staff; these trust funds will support the departnent and
the Governor's Council on Disabilities & Special Education in
hel ping agencies recruit and retain a qualified workforce.
Furthernmore, this RPL will have no long term inpact on the
state's budget.

MR. JESSEE, in response to a question, explained that the Ful

Li ves Conference brings together "the actual on line ... workers
in these prograns” resulting in staff devel opnment and a sense of
cohesi veness. If the people who are actually doing the work
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don't becone commtted to the field, then there is a lot of
staff turn over. The Full Lives Conference has been pretty
successful as part of a retention program he indicated. In
response to a question, he indicated that the conference has
been going on for a little over seven years.

REPRESENTATI VE JOULE questioned whether the AMHTA has seen
i nprovenents in recruitment and retention rates as a result of
the Full Lives Conference.

MR. JESSEE said, "I think so."
9:19: 43 AM
M LLI E RYAN, Executi ve Di rector, Governor's Counci | on

Disabilities & Special Education, Ofice of the Conm ssioner,
Department of Health and Social Services (DHSS), relayed that
the Governor's Council on Disabilities & Special Education has
been handling these funds for the trust for the |ast seven years
and has seen an increase in the nunber of people who've cone
back to the conference because they've stayed in this field.
Also noticeable is the fact that when agencies post position
openi ngs, there are nore applicants.

M5. RYAN, in response to another question, said that a typical
attendee could be a respite care provider, or a job coach
working with <clients that have a nental illness or a
devel opnental disability, or a nental health clinician, or
someone working in a nursing facility providing support to
clients with denentia, or anyone who provides direct one-on-one
service to a trust beneficiary.

9: 20: 56 AM

REPRESENTATI VE HAWKER asked whether the departnment concurs with
all of the AVHTA s requests.

LAURA BAKER, Budget Manager, Central Ofice, Finance and
Managenment Services, Departnent of Health and Social Services
(DHSS), said yes, adding that the departnent was prepared to
present the RPLs to the commttee [had M. Jessee not been
avai |l abl e].

REPRESENTATI VE HAWKER nmade a notion to approve RPL 06-8-0001

RPL 06-8-0080, RPL 06-8-0081, RPL 06-8-0082, RPL 06-8-0083, and
RPL 06-8-0084. There being no objection, the notion passed.
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9:22:32 AM

CHAI R SAMJELS next drew the commttee's attention to RPL 10-8-

5007: Exxon Valdez oil spill (EVOS) small parcel purchase,
Chokwak 11.
CAROL FRIES, Project Manager; Exxon Valdez QI Spill Liaison,

Ofice of Project Managenent & Permtting (OPMP), Departnent of
Nat ural Resources (DNR), explained that the $160,000 being

requested will be used for the purchase of a native allotnent
owned by the heirs of Phillip Chokwak; this [allotnment] was
presented to the Exxon Valdez Q1 Spill Trustee Council
("Trustee Council™) for its consideration. The departnent has

wor ked through the Bureau of Indian Affairs (BIA and perforned
due diligence activities associated with the acquisition of the
parcel, and has worked through the BIA s approval process. She
rel ayed that because it has taken so long to work through that
process, the departnent's concern is that were the departnent to
wait on purchasing this parcel, the appraisal would expire and
the departnment would then be required to update the appraisa
and work back through the BIA - which takes a significant anount
of time - and the departnent would then be in the sane position
it's in today.

M5. FRIES noted that the parcel is |ocated on the northern shore
of Kiliuda Bay, Kodiak Island, is surrounded by state-nanaged
| ands, and woul d becone state-managed | and as wel | .

REPRESENTATI VE HAWKER questioned why it would be good thing to
take this land out of the private sector.

M5. FRIES pointed out that the heirs of Phillip Chokwak brought

this proposal to the Trustee Council; the heirs have had the
parcel on the public market, but there weren't any offers. She
surmsed that the heirs would like to see the parcel "in public

owner shi p" since they would then be able to continue using it
for access to the area for hunting, fishing, and other
subsi stence activities.

CHAI R SAMUELS surnmised that the heirs wish to have both access
to the land and the noney.

M5. FRIES nentioned that there are 10 heirs; that the son of
Phillip Chokwak started working with the BIA to get the parce
on the market in 2002 and had indicated to her that there were
peopl e who had | ooked at the parcel but nothing had conme of it;
and that the parcel originally had a bid price of $190, 000.
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9:27:01 AM

REPRESENTATI VE CHENAULT opined that although the RPL says the
habitat of this parcel will contribute in the restoration of a
nunber of injured species and then lists them it is somewhat
deceptive to characterize bald eagles, Dolly Varden, and sockeye
sal non as injured species.

M5. FRIES explained that the evaluation process for parcels that
are nomnated to the Trustee Council involves |looking at a |ist
of 19 resources and services that were injured at the tine of
the Exxon Valdez oil spill, and although bald eagles and sockeye
sal ron have been determned to be recovered, there are still
other resources listed in the RPL that have not yet recovered,
such harl equin ducks and herring. |In response to questions, she
relayed that the parcel was noticed as being considered by the
Trustee Council for possible purchase, that no one has raised an
objection, that no potential buyers have conme forward, that the
parcel has been appraised, that the appraisal was reviewed by an
i ndependent appraiser, and that the BIA has also reviewed and
approved the apprai sal .

M5. FRIES, in response to coments, remarked that the Kodiak
Island Borough is generally supportive of EVOS habi t at
acquisitions in that area. |In response to further comments, she
explained that wthin the Kiliuda Bay area, the native
allotments are in strategic l|ocations that are prime for
accessing the state-owned uplands; they are located primrily
adj acent to streans where the terrain is level. So in a sense,
this purchase would provide additional access to the state |ands
in that area. The land imrediately surrounding this parcel was
part of an exchange that the state entered into with O d Harbor
Native Corporation; the state gave the corporation | and owned on
the |ower portion of Sitkalidak Island and in turn acquired the
and around this parcel as well as land to the west and east.
Furthernore, during that process, the Trustee Council negoti ated
for the ability to consider other native allotnents should one
that provides enhanced access becone available, and the [heirs]
did notify the restoration office that this particular allotnent
was avail abl e.

M5. FRIES pointed out that access is an attribute of this parcel
t hat does have value to the state. In response to a question,
she indicated that the only other way to access the
af orenenti oned uplands is to trespass on private property.
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SENATOR GREEN questioned the need for legislative approval in
this matter.

REPRESENTATI VE HAVWKER opi ned that the valuation of property is
extrenely problematic, and remarked that the state hasn't put
forth a conpel l'i ng ar gunment justifying this pur chase.
Therefore, he relayed, he is not ready to nove forward with this
RPL.

M5. FRIES, in response to questions, explained that the noney
for this purchase would cone from the "settlenent account,"”
which is a jointly managed state/federal/civil account, and
won't go towards any purpose other than EVOS-rel ated itens. In
response to further questions, she relayed that dd Harbor
Native Corporation has no interest in this property.

SENATOR HUGGE NS expressed agreenent with Representative Hawker's
conment s.

M5. FRIES, in response to comments, relayed that the proposa
was noticed prior to the Trustee Council taking action in June.
In response to questions, she said that EVOS runs a | arge parce
program and a small parcel program - small parcels are generally
|l ess than 1,000 acres; that the state has purchased parcels al
over the state; and that the state doesn't purchase every parce
that's offered to it if, from a managenent perspective, it
doesn't nake sense to buy a particular parcel. Wth regard to
the RPL before the commttee, she reiterated the departnent's
belief that purchasing this parcel would be of benefit to the
state, and noted that the state has purchased other allotnents
in the area as well as an allotnment just to the west of the one
currently under consideration. 1In response to further questions
and comments, she listed sonme of the |ocations of sone |and that
the state has purchased; relayed that with the exception of sone
private land, nost of the land in the south part of Kiliuda Bay
is federal |land; and acknow edged that the map in nenbers
packets is incorrect with regard to the name of a river on that
| and.

CHAIR SAMJELS asked whether [the Trustee Council] can turn
around and sell the parcel, or whether the land would then
bel ong to the state.

M5. FRIES indicated that the land would then belong to the

state. In response to questions, she relayed that should other
individuals wish to sell their allotnents, they can submt a
nom nation to the Trustee Council, which in turn forwards the
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nom nation to the nost |ogical |and managi ng agency, which wl|
make a determnation wth regard to whether purchasing a
particular allotnment is appropriate to pursue. Furt her nore,
al though there are EVOS funds that have been set aside for
habi tat protection, once those funds are gone, the program is
done.

REPRESENTATI VE SAMJELS expressed concern that everybody with an
allotnent will want to sell their land to the state and thereby
retain access to it while also getting the noney for the | and.

CHAI R SAMUELS, in response to a question, noted that there has
not been a notion to approve the RPL, and thus nothing wll
happen with it at this tine.

UPDATE REGARDI NG NAVI GABLE WATERS AND R S. 2477 TRAILS AND
EASEMENTS RSAs

9:48: 16 AM

CHAI R SAMUELS announced that the next order of business woul d be
the update regarding navigable waters and R S. 2477 trails and
easenment s RSAs.

9:50: 27 AM

WYN MENEFEE, Chief of Operations, Central Ofice, D vision of
M ning, Land and Water, Departnent of Natural Resources (DNR),
relayed that for the last several years [the departnent] has
been on contract to work on R'S. 2477 right of ways, state
ownership and public use of navigable waters, and applications
of recordable disclainers of interest (RDI) - an admnistrative
process by which to clear up "titleship" of subnmerged |ands. At
st at ehood, the state received ownership of state |[|ands
underneath all navigable water bodies; however, the state never
received "a piece of title docunent” reflecting this, and so
RDIs are used to clear the cloud of title. He expl ai ned that
the DNR, the Alaska Departnent of Fish & Ganme (ADF&G, and the
Departnent of Law (DOL) have been working as a team to provide
policy guidance and select priority waterways for RDI
applications and R S. 2477 assertions.

MR. MENEFEE explained that in fiscal year 2007 (FY 07), the DNR
and the ADF&G were each funded $70,000, primarily to fund
personnel to work on "these" issues. Wthin the DNR, the Public
Access Assertion & Defense (PAAD) Unit has been the primary
group conducting the work, and to date has provided historical
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research assistance to the DOL for the quiet title action on two
R S. 2477s, which are non-surveyed routes that the state owns
but with that ownership being questioned by the federa

government; those two R S. 2477s were surveyed by [the PAAD
Unit] and are routes that are primarily used as access for
m ners.

MR. MENEFEE relayed that the [PAAD Unit] has also established
the Bureau of Land Managenent's (BLMs) [RDI] Assistance
Agreenent; because historical docunentation nust be provided
with any RDIs, the BLM through the RDI Assistance Agreenent,
will pay the PAAD Unit to do the necessary research as |ong as
it is done under the BLMs constraints. This nmaximzes the PAAD
Unit's funding so that it has the ability to file as many RDIs
as possible. He nmentioned that est abl i shnent of t he
af orenenti oned agreenent has resulted in not as many
applications being filed due to a lack of tinme, but the PAAD
Unit anticipates now being able to file nore applications for
| ess cost in the future. Once the research is conpleted for a
given water body - hydrologic unit - the PAAD Unit submts all
the necessary RD's, and, because the BLM is paying for the
research, it generally accepts the research, and this should
reduce processing fees.

CHAI R SAMUELS remarked that the anmount of cooperation between
the state and federal governnent is dependant upon who the
Presi dent and secretary of state are; therefore, it is inportant
to nmove forward wth these processes during the current
favorabl e climate.

MR. MENEFEE concurred. He then relayed that the strategy is to
conduct as much research as possible. By conducting historica
navi gability research under the RDI Assistance Agreenent, funds
for field research and public notice and advertisenents
regardi ng RDI applications have been freed up. As a result, the
PAAD Unit has been able to pay the cost recovery fees to the
BLM Both the DNR and the ADF&G have requested funding in FY 08
which wll be wused to pay for personnel costs for the
researching of R S. 2477 "navigabilities"; also, the PAAD Unit
is expecting 17 RDIs to be approved, to file on 20 RDIs in
FY 08, and to pay for personnel and advertising costs to apply
for BLM right of ways on grants on a select nunber of R S
2477s.

MR. MENEFEE explained that if the PAAD Unit were to take a quiet

title action on a given trail through the full court process, it
could cost between $500,000 and $1,000,000 and take several
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years; in contrast, sinply obtaining access through right-of-way
grants fromthe BLM could be acconplished for |ess than half the
cost wthout extinguishing the state's right to file quiet
title. The PAAD Unit will be researching which R S. 2477s have
"current issues on them" and then start the right-of-way
process on those as soon as possible; if successful, the state
will acquire legal right of way on the associated trails.

MR. MENEFEE, in conclusion, said that the DNR and the ADF&G wi | |
continue to work on a nmultitude of issues related to R S. 2477s,
navi gabl e waters, and public access rights, and the funding to
do so is essential because the lack of docunmentation outlining

state ownership of certain trails, lands, and waters, has
resulted in nunmerous disputes. He also nentioned that [the
PAAD] Unit will be able to nmke further wuse of current

technology as a result of certain funds being freed up, thus
making it easier for the public to keep track of these issues.

10: 05: 17 AM

ELLEN SI MPSON, Habitat Biologist 1V, Access Defense Supervisor,
Division of Sport Fish, Alaska Departnent of Fish & Gane
(ADF&G), added that the Legislative Budget and Audit Conmmittee
funding that's given to the ADF&G is really the only noney the
departnment receives to investigate access issues, and access is
very inportant for the hunting and fishing activities of those
using the ADF&G s resources. She al so nentioned that the BLMs
RDI Assistance Agreenent is for very specific research, and so
probl ems discovered by users while out hunting and/or fishing
must be investigated separately by departnent staff.

SENATOR HOFFMAN asked about the historical public use of the
Arolik River.

10: 07: 35 AM

VR. MENEFEE relayed that the departnent has consi dered
conducting a field trip to the Arolik River this summer to
gat her hydrologic information for purposes of perhaps filing an
RDI because there is a ~contention between the Native
corporations and the United States Fish and WIldlife Service
(USFW5) in that both feel they have ownership and nanagenent
rights; furthernore, there are mning interests in the area as
well as commrercial conpanies offering rafting trips. The
research for this area will be paid for by the state because it
is not part of the RDI Assistance Agreenent.
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SENATOR HOFFMAN asked how nany conmercial operators are in the
ar ea.

MR. MENEFEE said he is unable to answer that question at this
time. He relayed that although the state has filed a notice of
quiet title action regarding the Arolik River, [the PAADl is
attenpting to resolve the issue wthout going through that
process.

M5. SIMPSON, in response to a question, relayed that funds
referred to in a June 23, 2007, letter were not spent in FY 07
and so the departnment sinply asked that those funds be rolled
over. That rnmoney would be spent primarily on field research
that wasn't acconplished last year, and would nost |ikely be
reprioritized by the state's interagency navigability team

MR. MENEFEE relayed that the courts have held that if a river
was susceptible to trade and comerce, then it also passes the
BLM test as being acceptable for the issuance of an RD

regardl ess of whether there ever was use on it. So if there is
hi storical evidence supporting a claim that a river has been
used, that's great. However, if such information is not

avai l able, then a conparison of rivers with the same depth and
breadth nmust be nade. Therefore, the purpose of a raft trip is
to docunent the conditions going down the river to determne if
that river was susceptible for conmmercial trade and conmerce.
In response to a question, he offered his understanding that
Arolik River is 40-50 mles |ong.

SENATOR HOFFMAN opined that the cost for such a rafting trip
woul d be unreasonabl e.

10: 12: 58 AM

SENATOR THERRI AULT argued that it would not be unreasonable if
such a trip ensures access in the future for economc activity,
adding that if "it is a right that we got at statehood, we
shoul d stand up for the state's right of ownership.”

MR. MENEFEE, in response to a question, offered that although
there are thousands of |akes and rivers in the state, the only

time a field trip will be conducted is when the state feels it
is absolutely necessary to support either a quiet title action
or an RD. He added that the state already believes it

rightfully owns these rivers and |akes, so when nenbers of the
public are being denied their rightful access to these rivers,
the state needs to step up and do sonet hing about it.
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REPRESENTATI VE JOULE asked whether there is a definition of
commercial trade and conmmerce as it applies to [these water
bodi es] .

MR. MENEFEE offered that the BLM has a slightly different view
[fromthe state] regarding what that entails; for exanple, there
is still a question of whether historical subsistence use would
be considered trade and conmmerce. He added that U.S. Suprene
Court case | aw defines the term

REPRESENTATI VE HAWKER nade a notion that the comrmttee authorize
the chair to expend the $70,000 requested for FY 08 for proposed
work by the DNR related to navigability issues and R S. 2477s,
and to expend the unexpended balance of FY 07 funds,
approxi mati ng $23,000, for conclusion of work begun in FY 07.
There being no objection, the notion passed.

The commttee took an at-ease from 10:17 a.m to 10:20 a. m

REPRESENTATI VE HAWKER nade a notion that the commttee authorize
the chair to expend $70,000 in support of navigable waters and
R S. 2477 trails and easenments issued during FY 08 with the
Al aska Departnment of Fish & Gane. There being no objection, the
noti on passed.

PRESENTATI ON BY THE DEPARTMENT OF CORRECTI ONS

10: 21: 34 AM

CHAI R SAMJELS announced that the next order of business would be
the presentation by the Departnent of Corrections.

10: 21: 59 AM

JOE SCHM DT, Conmi ssioner, Department of Corrections (DOC),
offered the presentation by the Departnent of Corrections. Wth
regard to the departnent's short and |ong-term plans to address
the fact that DOC facilities are regularly at 115 percent of
energency capacity, he relayed that the departnment has devel oped
a two-phase plan: phase one nmakes use of noney al ready approved
for operations, as well as project capital noney, while phase
two inplenents the Twenty-Third Alaska State Legislature's
Senate Bill 65 - pertaining to correctional facilities and
personnel .
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COM SSI ONER SCHM DT nentioned that there were problens wth
that |egislation. For exanple, contractors consistently told
the state that nore noney was needed than was outlined in the
| egislation - Senate Bill 65 provided for 2,200 beds for $330
mllion whereas contractors were saying it would cost up to $410
mllion. The DOC, therefore, suspended the design contract and
began working with others who were able to find alternative ways
"to do this" such as, instead of building the maxi num beds
pl anned for at various other facilities, the DOC would provide
fewer beds and convert existing gymasium and kitchen spaces to
dormtories.

COWM SSI ONER SCHM DT, regardi ng phase one, described the design
of portable, 20-bed units that would be built by the inmates.
He said the overcrowmding is primarily in the Anchorage facility,
and because the people there are "pre-trial," they cannot be
shipped to the Lower 48. He tal ked about the volatile nature of
pre-trial inmates, the need to keep the percentage of them down
in any one facility, and the consequences of not doing so. He
predicted that the first 60 pre-trial beds would be ready in the
sunmer of 2008.

COWMM SSI ONER SCHM DT di scussed various projects occurring under

phase one. For exanple, by renodeling and noving the nedica
area in the Fairbanks facility, he said, the departnment will be
able to install 38 new beds. The facility in Kenai wll be

treated for asbestos and subsequently be renovated by prisoner
work crews to provide 80 m ninmum security beds. A total of 238
beds will be produced during phase one between 2008 and 2009

He noted that the departnent already has half of the required
$600,000 it needs for the project and will be requesting the
other half from the legislature during next session's budget.
The capital funds already approved are for the anobunt of $1
mllion.

COWM SSI ONER  SCHM DT, returning to di scussi on of t he
i npl enentation of Senate Bill 65, tal ked about a 144-bed medi um
security housing unit in the Seward facility and a "V-w ng"
inside a double fence, which would add to the maxi mum security
beds al ready there. In response to a question, he relayed that
because the departnent needs all its facilities, building a
large prison in Palmer would not result in closing the Seward
facility. He then offered nore information regarding the
Fairbanks facility nodifications, made under phase two, noting
that the kitchen is not [currently being] used and can therefore
be "repurposed. ™
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10: 31: 51 AM

COWM SSI ONER SCHM DT, in response to a question, explained that
the sane staff wll be used for the aforenentioned nedium
security housing unit to be built in Seward as are already
overseeing the maxi mum security housing. He clarified that the
general housing in the Seward facility is nedium and "cl ose"
[security], and said there are plans to relocate the gymasium
in Bethel and convert the current gym space to hold 66 beds. He
indicated that the City of Bethel has requested that the DOC
address the problem of inebriated people who are inundating the
| ocal hospital. He nmentioned incorporating space for these
peopl e and operating a "sleep-off." The same thing happens in
Fai r banks, he noted, adding that there are approximately 3,500
i nebriates brought to prison throughout the state, and two-
thirds of those cone from Bethel and Fairbanks - evenly split.
He nentioned that the departnent is planning to have 1,260
medi um security beds at Poi nt Mackenzi e.

COM SSI ONER SCHM DT, in response to another question, said he
woul d research what the cost difference to the state would be
for choosing to build and run a prison at Point Mackenzie rather
than sonewhere closer to already existing infrastructure and
popul ati on. He then noted that the Anchorage facility was
listed within Senate Bill 65, which called for federal receipts
for construction and operation; however, since federal receipts
have been declining, he said he does not see that plan as

vi abl e. He then reviewed the nunber of beds [to be added] in
the various communities: 80 in Fairbanks, 66 in Bethel, 1,260
at Point Mckenzie, and 60-40 in Palner. In response to a

guestion, he confirnmed that when he is speaking of Palnmer, he
means the Pal mer Correctional Center in Sutton.

COM SSI ONER SCHM DT, in response to a question regarding how
much nore personnel will be needed, said he has not yet drawn up
a staffing plan. Notwi thstanding that, he said, he wuses
Anchorage by which to roughly estimate the figures. To counter
a concern that the departnent cannot fill its current staff
requi renents, he stated, "W can staff what we've got, and |
bel i eve we can staff what we want to build."

COW SSIONER SCHM DT, in response to coments that the bed
capacity is at 115 percent, tal ked about a disparity between the
actual nunber of occupi ed bunks and the nunbers reflected in the

"design cap" produced in the 1980s. He said the actual
percentage is at 102 percent, although the beds in the Anchorage
area are nore crowded. He noted that the current bed count
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includes all bunks, as well as special-use beds; it does not

include "boats" - plastic devices used for sleeping on the
floor. He indicated that the departnment is using the terns
"design cap" and "max cap" instead of the term "emergency,"
because he thinks no one wll believe that the departnent has

been at energency capacity for so |ong.

10: 43: 37 AM

SENATOR GREEN offered her understanding that there is a clear
definition of what constitutes a bona fide energency bed, and
thus using a term other than that is disingenuous and puts the

departnment in "a very, very gray area." She enphasized the
i nportance of providing the actual count so as to make the
| egislature realize the needs of the departnent. She said any

delay in necessary construction causes her concern, and noted
that in the past decade, three other pieces of Ilegislation
attenpting to solve the problem of the |ack of prison beds have
failed. This time, she indicated, there are deadlines that the
departnment nust neet [in order to wuse already appropriated
funds]. She said the revised count data makes no sense and
causes her concern.

COWM SSI ONER SCHM DT  explained that he wanted the count to
accurately reflect how many prisoners were actually sleeping in
beds, even if a significant nunber of those beds were [bunk
beds] or beds in gymmasiunms, and it is not his intent to inply

that the need for beds is not as great as it has been. Hi s
concern, he relayed, pertains to the departnent's credibility.
He explained, "I think that it would take [away] from our
credibility [when] l|ooking for staffing ... - not only in our
expansion, but in any venue - when we're saying we' ve got
hundreds nore prisoners than we have beds, when they're
[actual ly] in beds." He noted that the facility in Arizona

serves to hold Alaska's overflow of inmates, and there is sone
criticismrelated to how many of Alaska's inmates are there. He
nmenti oned bringing inmates back from Arizona and placing themin
the facility in Seward. He reported that the number of innmates
needi ng beds grows between 130-150 a year.

10:48: 51 AM

SENATOR GREEN offered her belief that if he were to survey
| egi sl ators and nost people in Alaska, he would find that their
definition of a prison bed is one that is secure, not an
auxiliary bed or a tenporary bed or an emergency bed or a cot.
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COWM SSI ONER SCHM DT, in response to a question, said he thinks
that if the departnment were to count the aforenentioned boats as
beds - which it has not - then that would be changing the
definition of a bed. He said the DOC would prefer to not count
the 170 beds that are in gymasiuns and thereby get those
gymasi uns back for their original purpose, but he had thought
that the legislature would accept the | oss of sonme gymasi uns.

COM SSI ONER SCHM DT, in response to a question regarding the
commencenent date, objectives, and clarification of costs,
reviewed the phase one costs and reported that the beginning
di scussi ons regardi ng phase two - due to be concluded by 2012 -
are just now commenci ng, and ground could be broken by spring of
2008. He said that based upon the guidelines in Senate Bill 65
and the Anchorage Consuner Price Index (CPl), the cost of phase
two cal culated "through the construction" at today's rates would

be $185 mllion. He also nmentioned that satellite buildings
will be constructed.
10: 54: 47 AM

DWAYNE PEEPLES, Deputy Conm ssioner, Ofice of the Conmm ssioner
- Juneau, Departnent of Corrections (DOC), in response to a
guestion regarding cost differences, said that DOC staff are
just beginning to develop prelimnary cost estimtes on buil ding
"the nodified versions that are based upon the Pal mer building,"
and will not have any nunbers available for a couple weeks. He
enphasi zed that construction costs wll have to be nuintained
within the constraints of Senate Bill 65, and nentioned that $30
million is outlined for utility infrastructure devel opnent.

COMWM SSIONER SCHM DT, in response to a question, reviewed the
results of the Ceary v. Smith decision. He said that the court
ruling spoke to living conditions of the prisoners, including:
tenperature of the cells, square footage, law library access,
i nside versus outside recreation opportunities, television sets,
and staffing rati os.

SENATOR HUGGE NS opined that the term "bed" is being m sconstrued
in that it enconpasses nore than a place to sleep, and concurred
with Senator Green's comments on that subject.

COM SSI ONER SCHM DT, in response to a question, reported that
the per diem cost of holding a prisoner in Arizona is $60.50 per
day, with inflation each year. He indicated that the cost of
sending a jet is $110,000 to $120,000 "both ways," and nentioned
that the DOC | ost $920,000 of its personnel budget, though there
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has been $850,000 in savings, plus the funds for one transport
that may not be necessary, that wll help.

10: 58: 51 AM

COW SSI ONER SCHM DT acknow edged that if Arizona were to send
i nmat es back to Al aska, there would be no place to put them In
response to a statement by Senator Huggins, he concurred that
Al aska is at the nercy of Arizona in terns of what Al aska has to
pay Arizona to house Al askan innates. Rural areas cost nore to
run, he noted, and the staff in Bethel, for exanple, is paid
approximately 30 percent nore than the staff in Anchorage.

SENATOR HUGGE NS talked about durability and warned that
tenporary shelters are costly to repl ace.

COM SSI ONER SCHM DT, in response to a question of whether the
adm nistration is considering additional |egislation, said that
currently the departnent is attenpting to follow the strictures
of Senate Bill 65; however, he said, "Anchorage doesn't |ook
feasible"” under that bill's terns. At this tinme, he noted,
there is no plan to introduce any new | egislation regardi ng that
i ssue, but it may cone to that.

MR. PEEPLES, in response a question regarding the Arizona
contract, relayed that the contract for the beds in the Arizona
facility has approxinmately four nore years of unilateral options

avai | abl e. In the event that the Arizona facility were to ask
Al aska to take its business el sewhere, he said, "You can always
enjoin them and go forward like that." He offered further
details, I ndicating that Alaska w | probably need to

renegotiate the price of housing some of its prisoners in
Arizona within the next year.

COWM SSI ONER ~ SCHM DT, W th regard to t he departnent's
classification system said that at this point, the DOC has not
made plans to update that system however, it is conparing that

20-year-old system to one called, "level of service inventory
(Lsr)." The LSI system was studied in a small test group and
will be studied again in a larger test group. He said it wll

not be used if the only result is that it "makes nore m ni nuns."

11: 03: 47 AM

CHAIR SAMJELS said that in the last five years the legislature
has created new crimes and stiffened sentences. He said he
wants offenders to go to jail and is wlling to spend nore of
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the state's noney to build a prison. He observed that the
| egislature has created laws that nust have resulted in an
increase in inmates, and asked Conm ssioner Schm dt what the DOC
is doing with all those extra people, if new prisons have not
yet been built.

COWMM SSI ONER SCHM DT responded that the DOC packs the inmates in
where it can, including the 860 who are being housed in Arizona.
The growth is approximately 150 innmates per year. Reci di vi sm
rates, he noted, are 66 percent in Al aska. In response to
further questions, he noted when each of the prison systenis
gymasi uns were built and how many beds they each hold, and said
t he nunber of prisoners held in Arizona have been increasing.

COMM SSI ONER SCHM DT t hen di scussed who is authorized to build a
prison. He nentioned the Al aska Housing Finance Corporation
(AHFC), and said he would be approaching the legislature to find
out how to get noney to the AHFC. He spoke of noney that the
departnment views as "receipt authority" rather than an actua
"budget piece."

CHAI R SAMJELS said he wants to see sone concrete plans by next
session, particularly since crine rates increase when prisoners
are released to hal fway houses and then into nei ghborhoods; he
urged building prisons as soon as possible.

COWM SSI ONER SCHM DT, in response to comrents about the DOC s
use of halfway houses, pointed out that mninum security
pri soners shouldn't be taking up maxi num security beds, and said
that al though the DOC owes it to the public to keep crimnals in
prisons, it nmust also be able to justify the cost of sending its
prisoners outside the state, and that's best done by using
Al aska resources first - including halfway houses. He surm sed
that high recidivism rates occur when prisoners wth short
prison sentences are sent out of state and then returned
directly into the population once they get back to Al aska;
maki ng use of hal fway houses as well will help reduce recidivism
rates.

REPRESENTATI VE HAWKER questioned whether the |owsecurity
envi ronnment of hal fway houses will still protect the public.

COWMM SSI ONER SCHM DT opined that it will, adding that the "walk
away" rate is now less than half of what it was a year ago;
furthernore, the DOC wishes to expand its electronic nonitoring
program though with caution so as to continue protecting the
publi c.
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11:15: 34 AM

SENATOR THERRI AULT offered that his constituents aren't
concerned that prisoners are sleeping in "boats"; rather they
sinply want their communities to be safe and don't want to hear
either that violent offenders have been released to halfway
houses because of overcrowmding or that driving under the
influence (DU ) offenders are being held in maxinmm security
facilities. He surmised that eventually the legislature wll
appropriate the noney to build another prison facility, but it
has not yet cone to grips with the cost of incarcerating nore
peopl e for | onger periods of tine.

CHAIR SAMJELS reiterated his belief that the DOC should nove
forward with building [another] |arge prison.

COWM SSI ONER SCHM DT, in response to a conment, said that the
DOC is still intending to work under the constraints of Senate
Bill 65.

REPRESENTATI VE HAWKER opined that [the majority] of prisoners
have behavioral illnesses, and so questioned whether the DOC has
| ooked into dedicated treatnent for such individuals. He
of fered his understanding that Texas has taken sonme major steps
in that direction with incredibly successful results.

COMM SSI ONER SCHM DT i ndicated that the DOC has been | ooking at

such a behavioral -health nodel, and that he would be willing to
conpile further information for the commttee. 1In response to a
question regarding future overcrowding, he said that conpletion
of the current plan will allow the DOC to bring all of its
prisoners back into the state, return the gymasium spaces to
their original use, and still be at below 100 percent capacity;
he surm sed, however, that the DOC wll always have to be

building new facilities in order to keep up with the continued
growt h of the prison popul ation.

11: 26: 18 AM

SENATOR THERRI AULT said he would prefer that the DOC use
gymasi uns to house prisoners if doing so will allow the DOC to
live within its budget.

CHAI R SAMJELS concurr ed.
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SENATOR CGREEN rel ayed that her concern is that prisoners be in
secure beds.

COM SSIONER SCHM DT said the beds in the gymasiuns are as
secure as any of the DOC s dormtory beds.

REPRESENTATI VE HAWKER expressed concern about the DOC having
sinply changed how beds are counted w thout the benefit of |ega
counsel, and questioned whether that's crossed a legal Iline
established by the courts in Ceary.

COMM SSI ONER SCHM DT poi nted out that the DOC is no | onger under
Cleary oversight, but acknowl edged that it isn't necessarily
healthy to cram the gymmasiunms full of prisoners. I n response
to a question, he indicated that there are guidelines regarding
t he square footage per prisoner.

CHAI R SAMUJELS noted that if the courts did find that Alaska is
out of conpliance with Cleary, the state could be fined.

COWM SSI ONER  SCHM DT concurred, but surmsed that before the
state came under Ceary oversight again, it would need to go
through a process and so would be given a chance to rectify any
per cei ved probl em

CHAI R SAMJELS expressed concern with having the courts dictate
how Al aska's prison systemw ||l be run

SENATOR HUGA NS asked that the DOC relay to the |egislature what
the DOC needs should inplenentation of Senate Bill 65 not
produce the desired results.

COWM SSI ONER SCHM DT, in response to a question, indicated that
the state needs the 2,200 new beds that Senate Bill 65 provides
for, but a different design concept is called for.

SENATOR HOFFMAN said it seens to him that Senate Bill 65 needs
nmodi fi cati on.

COM SSIONER SCHM DT offered his understanding that t he
| egislature wouldn't have support ed any proposal s for
nodi fi cati on.

SENATOR GREEN pointed out that any proposed nodifications would
have had to cone fromthe adm nistration
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SENATOR HOFFMAN added that if the DOC doesn't bother to ask for
nodi fications, there won't be any opportunity for such to be
made.

CHAI R SAMUELS rel ayed that he was not asked by the DOC whether
he woul d have supported nodifications.

COWM SSI ONER SCHM DT, in response to questions, reiterated sone
of his earlier comments, and relayed that the DOC has no plans
to request supplenental funding for overcrowding issues and that
the DOC has | ost funding for 11 positions.

11: 38: 32 AM

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, Alaska State Legislature, in response to a question
regarding "short funding," offered his understanding that
perhaps there was about $15 mllion in Public Enployees’
Retirement System (PERS) costs that may have been included in
the governor's anmended budget but which shouldn't have been
because at that tine "the 22 percent rate" was fairly certain.
Regar dl ess, he added, "the governor's anmended budget should have
been a rate of 22.75 percent, which was the PERS rate before any
agreenent on a rate reduction.” He also said, "243 is what the
governor's anended request was." He then referred to a chart
and spoke about the nunbers in various col umms. He offered his
interpretation that the DOC s budget has been growi ng by roughly
$20 mllion a year during the last several vyears, and
acknow edged that there was a slight budget reduction [this

year] . He nentioned that |ast year the DOC s supplenental
[request] was $14 million, and said he has no idea what DOC s
managenent is doing to try to reduce costs. He also said that

it wouldn't surprise him to learn that the DOC needs
approximately $245 mllion in order to operate this year.

11:41: 26 AM

REPRESENTATI VE HAVWKER offered his recollection that some inmate
medi cal funds got noved to the "language section of the budget”
and were no longer in the "nunbers section of the budget."” He
said he doesn't believe that the |egislature short funded the
adm nistration's request for the DOC except for "about a mllion
dollars in wages."

MR. TEAL, in response to a question, added that although "the

governor's request was 243," the legislature "authorized 226."
He remarked that regardless of whether one views the DOC as

BUD COWM TTEE -27- Septenber 5, 2007



havi ng been short funded, the DOC was actually flat funded from
FY 07 to FY 08, and this is correcting for those 11 positions
that were renoved; "pull that out and they've got just about the
same anount of noney after you adjust the PERS rate for 22.75

[ percent] down to 22 [percent]. However, he added, the trend is
that the DOC doesn't operate at flat funding; instead the DOC
operates at $20 mllion a year nore than it needed | ast year.

CHAI R SAMUELS surm sed, then, that any supplenental request from
t he DOC "woul d be not hing but nedical."

COMM SSIONER SCHM DT reiterated that the DOC doesn't plan to
make a suppl enental request based on overcrowdi ng, and that the
DOC s budget has been reduced by $920,000 - totaling 11
positions.

SENATOR GREEN questioned whether the DOC will be requesting
suppl emental funding for any other purpose.

COWM SSI ONER SCHM DT rel ayed that he could not say at this tine
whet her the DOC woul d do so.

MR. TEAL, noting that it is only two nonths into the fiscal
year, concurred that it would be very difficult to say where the
DOC will wind up [fiscally] by February/ March of next year.

CHAI R SAMUJELS questioned why any department would ever need to
make a suppl enmental budget request if it had actually asked for
what it needed to begin with during the regul ar budget process.

COM SSIONER SCHM DT said that the DOC did ask for what it
needed. Returning to his presentation, he then relayed that the
DOC has no intention of housing sex offenders in its Point
MacKenzi e Correctional Farmfacility.

11:49: 05 AM

SHARLEEN GRI FFI N, Di rector, Centr al Ofice, Division of
Adm ni strative Services, Depart nent of Corrections (DOC),
returning to the issue of supplenmental requests, rel ayed:

There is a condition in [FY 08] that we wll keep a
cl ose watch on. It's a leap year, [and so] we wll
have an additional day of running 24-hour institutions
that were not budgeted for, and it's not sonething
that we would normally come forth and ask for - it
only happens every four years - but we wll have an
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addi ti onal day of correctional officer salaries
because they're paid hourly, as well the three neals a
day for al | prisoners, and additional day of
utilities. W wll keep a watch on that; we'll try to
handle all of it that we can wthout comng forth for
nmore funding, but it is an item that we do keep a
wat ch on every four years.

COM SSI ONER SCHM DT, returning to his presentation, offered
that there are prisoners housed in its Point MacKenzie
Correctional Farm facility that were sentenced long term for a
crine against a person, but he's not heard of any problens
associated with them

SENATOR CGREEN asked what the legislature could do to expedite
t he construction of prison facilities.

COM SSIONER SCHM DT said that the DOC wll begin that
di scussi on i n-house next week.

SENATOR GREEN asked to be kept abreast of what is actually
happeni ng within the DOC,

COW SS|I ONER SCHM DT i ndi cated that he would do so.
OTHER COWM TTEE BUSI NESS

11: 52: 22 AM

CHAI R SAMJELS announced that the final order of business - under
other committee business - wuld be a discussion regarding
potential consultants.

CHAIR SAMJELS rem nded the commttee that it had hired the
Federal Energy Regulatory Comm ssion (FERC) attorney, Bill
Mogel . There was a bit of a dispute with M. Mgel's travel
expenses in that the committee was being billed the full rate
for travel. Because the aforenentioned wasn't clarified in the
contract, the travel expenses were paid and the matter [has
since been] clarified. Wth regard to the contract with Econ
One Research Inc. ("Econ One"), there was a situation in which
there was a request [from a co-chair of the House Resources
Standing Committee] to have a hearing on the Alaska Gasline
| nducenent Act (AGQA). He relayed that he had offered for M.
Mogel , Dan Dickinson, and Dave Harper to call in to speak. He
hi ghlighted that neither he nor his staff, Cheryl Sutton, were
contacted by Econ One or M. Harper. However, the end result
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was that about $20,000 was paid to give the sane exact testinony

that took place five days earlier. Furthernore, the testinony
was given four days after the vote [on AGA]. The bill for the
af orenenti oned was paid. Chair Sanuels stressed that the
af orenenti oned won't happen again and that he wll attenpt to

devel op a process to address such.

CHAI R SAMJELS then relayed that the commttee had sent a request
to extend the Greenberg Traurig contract for this cal endar year.

The aforenentioned was never returned to the conmittee; it
wasn't ever signed. He further relayed that when he and
Senators Huggins and Stedman nmet wth M. Mnesinger in

Washi ngton, D.C., in March, M. Mnesinger asked if there were
any other services he could provide. The commttee received a
bill for work on the 2005 FERC order because Don Shepler had

kept the commttee advised. That bill was paid, but later the
nmoney was returned because they were no |onger [the conmttee's]
att or neys. There was also a deal with M. Larry Gstrovsky in

the adm nistration in which any work product woul d be shared.

CHAI R SAMUELS opined, "W lent them our |awer and |'ve already
stated earlier, when session first started, [we] probably
shoul dn't have done that; you can't serve two nmasters.” The
deal was that all the work product would cone to the conmttee
and be open to the public, and the first batch of work was just

recei ved. Chair Sanuels said that he didn't find out that
[ G eenberg Traurig] wasn't working for the conmittee until he
called to obtain the second batch of work product. He rel ayed
his assunption that G eenberg Traurig is still working for the
adm nistration, but he didn't know whether the commttee would
have access to the work product. In fact, he said, he assuned
that there would be no access at all. He nmentioned that the

only thing G eenberg Traurig was consistently doing was tracking
"that" case. He stated that at present there are no problens,
but he wanted to inform the conmmttee of the past year's
dealings with consultants since the legislature is likely to
make use of consultants again.

CHAI R SAMUELS relayed that he's received a letter that has been
provided to the conmttee. He then informed the comrttee that
the commttee has contracted with M. Dickinson if anyone is
interested in the historical perspective of how the petroleum
production profits tax (PPT) works or doesn't work. M. Mogel
is still on contract and the conmttee is also contracting with
Steve Porter. Chair Samuels pointed out that every nenber of
the Legislative Budget and Audit Conmittee, save Representative
Doogan, was present during the devel opnent and passage of the
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PPT. Therefore, he opined, they all wunderstand the baggage

various [consultants] bring to the table. He informed the
commttee that A Pedro H van Meurs, PhD, actually pitched a
profits-based tax to Governor Know es. He asked if the

commttee believes it would be detrinmental to the process to
bring Dr. Van Meurs and Daniel Johnston back to review their
phi | osophy of the PPT and provide a historical background.

12: 02: 43 PM

SENATOR HUGA NS offered that the nost capable person possible
shoul d bring everyone up to speed regarding the evolution of the
PPT. At this point, Senator Huggins said, he assuned that Dr.
Van Meurs is that person, but acknow edged that there my be
sonmeone el se. He relayed that he doesn't support bringing in
Dani el Johnst on.

CHAI R SAMIJELS relayed that Dr. Van Meurs could present why he
t hought the PPT concept was best for Al aska, but not then also
be an ongoing adviser to the legislature. He relayed that there
are very few people who do fiscal systens, although there are
others who could speak to the issues raised in Senator
Therriault's letter such as whether costs in Al aska have risen

proportional to other areas. Therefore, there are others who
can speak about the industry in general wthout discussing
fiscal systens. Chair Sanmuels asked if there was interest in

obtaining a historical view of how the PPT devel oped.

SENATOR THERRI AULT opined that the admnistration, via its
presentation yesterday, has made a decision that the PPT concept
needs sone nodification. He surmsed that the admnistration
isn't taking the state in a new direction. Therefore, Senator
Therriault said he didn't know that having Dr. Van Meurs or M.
Johnston tal k about the PPT is really warranted.

12: 06: 58 PM

CHAIR SAMUELS said that he was thinking [that having a
hi storical perspective of the PPT] would be beneficial for new

nmenbers. Furthernore, he said he anticipates that there will be
debate regardi ng whether there should be drastic changes to the
PPT or whether the |egislature should even start all over. He

expressed the desire to have sonmeone tell the conmttee the pros
and cons of a different system particularly the new nmenbers.

SENATOR HOFFMAN opined that much depends on the direction the
commttees takes with the legislation, and the information the
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committees mght need. He pointed out that the governor is

maki ng several changes to the PPT, including lowering the
progressivity. He questioned why the Econ One nunbers and ot her
nunbers put forth [under the PPT] are $800 nmillion off. He

further questioned how nuch [anticipated revenue] nunbers from
those same entities could be relied upon when the fornula is

changed. However, he acknow edged, there has to be sone
professional testinmony upon which the |legislature nakes its
deci si ons. Senator Hoffman noted his agreenment wth Senator

Huggins that it's critical to purchase the best [professionals]
possi bl e, given how much the state depends upon the anticipated
revenues.

REPRESENTATI VE HAVWKER concurred with Senator Huggi ns and Senat or
Hof fran that the value of the institutional know edge is
i mreasurable, adding that it's critical to have this information
avai |l abl e. The real value, he opined, cones from Dr. Van Meurs
who brings credibility, particularly for the public. Therefore,
Representati ve Hawker strongly recommended that Dr. Van Meurs be
r et ai ned.

REPRESENTATI VE DOOGAN offered his belief that in general, nore
information is better than less information. G ven that the new
menbers can't replicate the experience of returning nmenbers, the
best option would be to have some sort of presentation regarding
how the state arrived at the point at which it is now
Therefore, Representative Doogan expressed the need to have a
presentation or briefing, but from whom would be a decision for
the returning nmenbers to make. He surmsed that such a
presentation/briefing could occur prior to the special session
since it's not dependent on potential |egislation.

SENATOR STEDVAN said that he supports bringing Dr. Van Meurs in
for a briefing of historical information as well as sone input

with regard to conparisons of worldw de systens. It |ooks as
though there is a potential significant shift in the percentage
of the governnent take. Furthernore, he renmarked, the special

session proclamation by the governor seens to be w de open on
oil and gas issues and thus he would prefer to be able to call
on nore consultants.

12: 15: 08 PM

REPRESENTATI VE JOULE opined that considering the scope of the
debate, the nore people available the better. He recalled that
Dr. Van Meurs and M. Johnston had different approaches,
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al though they perforned the sane work, and characterized [the
i nformati on they provi ded] as val uabl e.

SENATOR STEDMVAN reiterated his support for bringing consultants
before the commttee.

SENATOR THERRI AULT rem nded the commttee that prior to the
Mur kowski Adm ni stration turning in the PPT plan, Dr. Van Meurs
prepared a report saying that the tax rate should be 25 percent.
However, upon the request of the admnistration, Dr. Van Meurs
changed his recomendations from 25 percent to 20 percent.
Senator Therriault said that Dr. Van Meurs and M. Johnston at
one point had both agreed that 25 percent was fair and doable
and now the Palin Admnistration is also suggesting that 25
percent is the numnber. Therefore, Senator Therriault expressed
concern that due to pressure or a request, Dr. Van Meurs changed
the information he provided to the legislature, and thus he
guestions the credibility of Dr. Van Meurs. Senator Therriault
opined that when one hires a consultant, that consultant is
hired to relate his/her view and not change it.

CHAIR SAMUELS interjected to point out that when he has hired
consul tants [outside the legislative environnent], t hose
consul tants have asked where the hiring entity wanted "to end."

12: 20: 32 PM

REPRESENTATI VE DOOGAN opined that if the talent pool is snall
and if there's agreenent to have a historical briefing for the
new menbers and the liabilities of Dr. Van Murs and M.
Johnston bal ance each other out, then perhaps both should be
secured as consul tants.

CHAIR SAMJELS said that he would oppose having either Dr. Van
Meurs or M. Johnston continue as a consultant because politi cal
opi ni ons about them have already been forned.

SENATOR THERRI AULT highlighted that Dr. Van Meurs would often
| eave the state for lengthy periods of tinme, and therefore he
suggested making inquiries as to whether Dr. Van Meurs will even
be avail abl e.

CHAI R SAMUELS agreed to contact Dr. Van Meurs and M. Johnston

regar di ng whet her they're i nterested in provi di ng a
presentation, whether they're available, and how nmuch it would
cost. He said that the commttee could hold the hearing and
invite all new nenbers. He also offered to find other people
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who could provide additional information, including those who
coul d conpare gl obal systens.

SENATOR HOFFMAN asked whet her anyone could explain why the PPT
ended up being $800 million off course.

CHAI R SAMUJELS said he would try to find sonmeone to speak about
t hat i ssue.

REPRESENTATI VE = DOOGAN  opi ned t hat from the governor's
presentation yesterday, it seens that the adm nistration, even

on its general approach, is relying heavily on econonic
nodel i ng. He relayed his belief that it would be worthwhile to
have an i ndependent consul t ant who could review the

adm nistration's nodel to say whether it's an accurate tool.
CHAIR SAMUELS identified Econ One as the independent consultant
to do the aforenmentioned, though he acknow edged that sone of
the adm nistration's conponents are based on Econ One's nunbers.

12:25: 30 PM

REPRESENTATI VE HAWKER opi ned that reconciling the nodel with the
achieved results isn't that conplex of a process, and noted that
the Departnent of Revenue (DOR) is already doing so. He offered
that M. Dickinson is a potential candidate for the position of
reviewing that reconciliation, and said he would have a great
deal of confort with M. Dickinson's counsel. Furthernore, Econ
One needs to be an available and wlling player in the
reconciliation.

SENATOR THERRI AULT concurred. He highlighted that Econ One
didn't create its own nodel, but rather used Dr. Van Meurs

nodel , and noted that Econ One was supposed to check that node

to be sure that it agreed with the way the conponents operated.
Since the nodel has "mssed the mark,"” Econ One would be an
excellent candidate to run the mathematics to determ ne why the
PPT nodel didn't work.

CHAI R SAMUJELS of fered his understanding that Econ One had access
to the nodels fromthe Departnment of Natural Resources (DNR) and
t he Departnent of Revenue (DOR), neither of which agree.

SENATOR THERRI AULT expressed his hope of having Econ One do the
wor k, which doesn't seem very extensive. He noted that the
adm nistration indicates that nost of the [shortfall] is related
to the difference in costs - operating expenditures and capita
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expendi t ur es. He asked what percentage of the $800 million can
be attributed to higher than expected costs.

REPRESENTATI VE DOOGAN surmised that this is a situation in which
the PPT is a nodel that made a prediction that was 80 percent
off and that the sane people who offered that nodel are now

offering a new approach that will reach 100 percent. In such a
situation, he said he questions the |evel of confidence he would
have in believing [that the new approach wll reach 100
percent]. Therefore, he is seeking a way to evaluate why it
would be any nore likely that the new set of values is nore
likely to be correct than the |ast set. Represent ati ve Doogan

said his level of confidence would be higher if the entity
offering the new nodel was an entity other than those that were
i nvol ved wi th PPT.

CHAI R SAMUELS suggested that Econ One, the DNR, and the DOR
could all be asked if, in the nodel they ran, using the higher
cost nunmber and lower price of oil would result in what the PPT
resulted in. If that's the case, then the question is one of
the inpact on production if the costs are |ower. He said that
it could be that the nodel worked perfectly, but the costs
weren't expected to be as high as they were.

SENATOR HOFFMAN hi ghlighted that Governor Palin has indicated
that she is trying to get to $2 billion. However, nmany
| egi sl ators have been discussing how to get to $3 billion. He
guestioned how the $2 billion can be achieved with a different
formula, progressivity, and tax structure. There is also the
guestion of the effective dates to consider.

CHAIR SAMUELS reiterated that he will contact Dr. Van Meurs and
M. Johnston to determne if they' re available. He further
reiterated that both gentlemen have given him additional nanes
that the legislature could possibly contact, and said that he
could also contact Econ One regarding sone of the specific
guestions laid out in Senator Therriault's letter.

12: 33: 11 PM

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, relayed that her role is to
provide a little advice to the project director in terns of

contracting and to ensure that the invoices are accurate. In
the past, contractors may have taken legislators out for neals
for which the state pays, but, oftentines, legislators are

already receiving a per diemand thus the state is paying tw ce.
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The aforenmentioned has been resolved by specifying that the
contractors will sinply be paid the federal neal allowance rate.
Under the legislative procurenent rules, contracts in excess of
$25,000 need conmmittee approval and contracts in excess of
$50, 000, save for legal services, nust go through a conpetitive
bi ddi ng process. The procurenent code includes stipulations
that allow [the commttee], when it's in the best interest of
the conmttee or the state, to forego those conpetitive
procurenent requirenents. For exanple, the conmttee, when
seeking consultants to give the conmittee advice regarding world
oil markets, may find that there may not be the tine or
expertise to hold a conpetitive process. Therefore, the
committee may be presented wth sole source out-of-state
contractors as the best option. In such a case, the notions
made by the Legislative Budget and Audit Conmmittee will need to
be very specific.

SENATOR THERRI AULT recalled that at |east one in-state firm bid

on "this." He surmised that Alaska firns would conplain if a
sol e source out-of-state contractor is used. He rem nded the
committee that there is a contract with Econ One that was done
through a conpetitive bid. In fact, there is $180,000 of

current authorizati on avail abl e.

CHAIR SAMUJELS highlighted that Econ One's contract was for
advice on the Stranded Gas Devel opnent Act, but it seens "we
drifted on PPT ... and AG A too." He asked if that would be
probl emati c.

M5. DAVIDSON replied, "The short answer tends to be yes." She
explained that when there's a conpetitively bid contract, the
scope of work is identified and put out to interested parties
who can provide those services. When one drifts beyond that
original scope of wrk that went out to bid, there are
procur enent i ssues.

CHAI R SAMJELS asked about the specific |anguage used in Econ
One's contract.

SENATOR THERRI AULT interjected to say that he had requested that
Legislative Legal and Research Services review that matter. He
relayed that the governing |anguage in that section of the
contract says, "At such tine as a contract is proposed under .
[the Alaska Stranded Gas Developnent Act] or legislative
approval, if sought for an alternative pipeline proposal."
According to Legislative Legal and Research Services, AGA is an
alternative pipeline proposal, he added.
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CHAI R SAMUELS offered his belief that discussions related to the
PPT rai se the sane general issues as discussions of an oil tax.

MS. DAVIDSON characterized it as a continuum issue, but noted
that the PPT is no longer discussed wth regard to the gas
pi pel i ne.

CHAI R SAMUELS interjected to say that the PPT inpacts gas taxes.

M5. DAVIDSON clarified that she's nerely suggesting that as the
| egi slature noves forward and reviews a tax regine, it nust be
aware that it's opening itself to <conplaints that the
| egislature isn't following its own rules. [If there's tinme, the
[commttee] may choose to reissue a Request for Proposals (RFP).
In further response to a question, M. Davidson confirnmed that
the conmttee can either amend the contract to be nore specific
or sinply issue a new contract.

CHAIR SAMUELS said he will seek a legal opinion to ensure that
the conmmttee can continue its contract with Econ One. If the
conmttee can't, then there'll be another neeting in the next
couple of weeks to keep everyone abreast of the situation with
the consultants and address Senator Therriault's questions.

12:41: 26 PM

REPRESENTATI VE THERRI AULT said there are still specific
guestions he'd like the admnistration to respond to, adding
that he will distribute any responses to nenbers, and requested

that any answers the committee receives from the consultants
al so be distributed i nmediately.

CHAIR SAMUELS agreed to do so. He then reiterated that he wll
devel op a process that addresses sone of the |ogistical problens
regardi ng the dissem nation of information.

SENATOR THERRI AULT recalled that when he was the chair of the

commi ttee, there was a distribution |1|ist, whi ch i ncl uded
| egislators and staff as well as industry folks who requested to
be on that |ist. He said he would be sure to forward that |i st

to Chair Sanuel s.

V5. DAVI DSON rem nded the commttee that there is a web site for
the conmmttee on which any docunents received from the
consul tants has been posted, and surm sed that the web site wll
be updated as the special session gets underway.
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ADJ OURNVENT

There being no further business before the conmttee, the

Legi sl ati ve Budget and Audit Committee neeting was adjourned at
12: 44 p. m
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