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CHAIR KEVIN MEYER called the Legislative Budget and Audit
Committee neeting to order at 2:05 p.m Senators Meyer, Huggins
(via teleconference), Menard, and Stedman and Representatives
Stoltze and Tuck (Alternate) were present at the call to order.
Senator O son and Representative Neuman arrived as the neeting
was in progress. Also in attendance were Senator Stevens and
Represent ati ve Ranras.

APPROVAL CF M NUTES

2:07:28 PM

CHAI R MEYER announced that the first item of business would be
approval of the mnutes fromthe prior neeting.

2:07:36 PM

REPRESENTATI VE STOLTZE nade a notion to approve the mnutes of
May 14, 2010. There being no objection, the mnutes from the
nmeeting of May 14, 2010 were approved.

REVI SED PROGRAM - LEG SLATI VE (RPLS)

2:07: 53 PM

CHAI R MEYER announced that the next item of business would be
various Revised Program - Legislative (RPLS). Chair Meyer
rem nded the commttee that the RPLs would be introduced. Those
RPLs wi thout objection wll be approved and those RPLs with an

objection would be set aside and taken up at the end of the
RPLs.

2:08: 43 PM

AMANDA RYDER, Fiscal Analyst, Legislative Finance, began wth
RPL 06-0-0600 from the Department of Health and Social Services
( DHSS) . The request is for $450,000 of Statutory Designated
Program Recei pts (SDPR) in the Wnen, Infants and Children (WOQ)
al | ocati on because the anpbunt of the manufacturers' rebates that
were to be received in fiscal year (FY) 2010 frominfant fornula

was under est i mat ed. Feder al law requires t hat al |
manuf acturers' rebates be used to offset federal paynments. This
request wll provide sufficient SDPR authorization to conply

with federal | aw

2:09: 57 PM
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CHAI R MEYER asked if there were any objections to RPL 06-0-0600.
There were no objections.

2:10: 14 PM

M5. RYDER continued with RPL 06-1-0101, which is a request from
DHSS for $1,518,700 in Anerican Recovery and Rei nvestnment Act of
2009 (ARRA) funds for the transfer and inplenmentation of the
State Agency Mddel (SAM nmanagenent information system The

system will replace the agency's legacy WC system Al t hough
this is a FY 11 request, DHSS believes that waiting until the
next Legislative Budget and Audit Conmittee neeting will cause

further delay in procuring contractors. Furthernore, delay may
make it difficult to expend the funding prior to the Septenber
30, 2011, deadline. The total cost of the project is $3.3
mllion and the departnent still needs $354, 700 for the project.
However, DHSS antici pates receiving future federal funding.

2:11: 12 PM

CHAI R MEYER asked if there were any objections to RPL 06-1-0101.
There were no obj ections.

2:11: 30 PM

M5. RYDER turned to RPL 06-1-0102 in which DHSS is requesting
$30,500 of ARRA funds in the chronic disease prevention and
health pronotion allocation to develop a chronic disease self-
managenent program (CDSMP) specifically for seniors. The
program wll be housed in four senior centers in the Anchorage
Bor ough. This FY 11 finding is being requested now since DHSS
is required to initiate activities within 120 days of the notice
of the grant award. The August 20, 2010, schedul ed JBUD neeti ng
is past that deadline. She noted that receipt of these funds
isn't expected to inpact future general funds.

2:12: 20 PM

REPRESENTATI VE STOLTZE inquired as to which four senior centers
in Anchorage this RPL targets.

2:12: 38 PM
CHAI R MEYER announced that RPL 06-1-0102 woul d be hel d.

2:12: 52 PM
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M5. RYDER noved on to RPL 06-1-0103 through which DHSS is
requesting $2.3 mllion of ARRA funds in the Wrk Services
allocation for the Al aska Tenporary Assistance Program (ATAP).
This federal enmergency funding is available to states that have
experienced an increase in their Tenporary Assistance for Needy

Fam lies (TANF) casel oads. She explained that this FY 11
funding is being requested now because DHSS would like to
provide funding to the Departnent of Labor & Wrkforce
Devel opnent for the Sumrer Youth Enploynent Program She

hi ghlighted that no general funds (GF) wll be used and no G-
match is required to receive these funds.

2:13: 40 PM

CHAI R MEYER asked if there were any objections to RPL 06-1-0103.
There were no objections.

2:13: 54 PM

M5. RYDER continued with RPL 07-0-1149, a request from the
Department of Labor & Wbrkforce Devel opnent (DLWD) for $18, 200.

The U. S. Departnment of Education increased the maximum Title |V
Pell Grant award to postsecondary students in FY 10 and recently
authorized a second Pell Gant award for those students who
received a Pell Gant award earlier this year. The depart nent
is requesting the aforenentioned funding in order to accomobdate
the increased award anount because Al aska Vocational Technica

Center (AVTEC) doesn't have enough authorization in its budget.

Ms. Ryder pointed out that since this funding sinply passes
through AVTEC to postsecondary students, the request won't
i ncrease operating costs. Furthernore, there are no current or
future GF inpacts.

2:14:53 PM

CHAI R MEYER asked if there were any objections to RPL 07-0-1149.
There were no obj ections.

2:15: 03 PM

M5. RYDER then addressed RPL 45-0-1148 in which the University
of Alaska is requesting $321,434 of ARRA funding in order to
proceed with a contract for the NSF: NASA: “COperation Ice
Bridge.” She noted that no G- will be used and no match is
required to receive this funding.
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2:15:36 PM

REPRESENTATI VE STOLTZE inquired as to which canpus this funding
i s intended.

M5. RYDER, upon a quick scan of RPL 07-0-1148, said that it
appears the funding is for the University of Al aska Fairbanks
canpus.

2:16: 30 PM

M CHELLE RIZK, University of Alaska, confirned M. Ryder's
understanding that the funding is for the University of Al aska
Fai r banks.

REPRESENTATI VE STOLTZE requested that the wuniversity provide
easier identification as to which canpus the funds are intended
in future requests.

M5. RIZK offered to do so. She offered to ensure that the
canpus is in the title of future requests.

2:18:15 PM

CHAIR MEYER, upon determining there were no objections,
announced that RPL 07-0-1148 woul d be approved.

2:18: 28 PM

CHAI R MEYER then returned the commttee's attention to RPL 06-1-
0102, which was held over for response to a question from
Representative Stoltze.

2:18: 50 PM

ALLI SON ELGEE, Assistant Conm ssioner, Departnent of Health and
Social Services, clarified that the following three senior
centers will participate in the CDSM: the Anchorage Senior
Center, the Chugiak Senior Center, and the Pal ner Senior Center.
Additionally, the Tribal Elder Senior Center |ocated at the
Sout hcentral Foundation in Anchorage will also participate.

2:20: 03 PM

REPRESENTATI VE STOLTZE nade a notion to approve the follow ng
RPLS: 06- 0- 0600, 06-1-0101, 06-1-0102, 06-1-0103, 07-0-1149,
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45- 0- 1148. There being no objection, the aforenentioned RPLS
wer e approved.

AUDI T REQUESTS

2:21: 23 PM

CHAI R MEYER announced that the next order of business would be
audit requests the conmttee has received. He inforned the
committee that it had received a request from Senator O son to
audit the Al aska Coastal Managenent Program  Additionally, the
request included providing the audit sufficient priorities so
that the final audit report can be conpleted and avail able by
t he begi nning of the next |egislative session.

SENATOR OLSON explained that the audit is desired in order to
obtain information regarding how the coastal =zone nmanagenent
wor ked prior to 2003 and after the program was revanped in 2003.
This last session there was legislation regarding the coastal

zone nmanagenent program that was fairly divisive. The
af orenenti oned coupled with the oil spill in the Gulf of Mexico
has pronpted the audit request. Senator O son related that the

few [coastal zone managenent] plans that have been approved were
performed with a fair amount of difficulty.

CHAI R MEYER remarked that Senator O son's audit request seens to
be fairly specific, and therefore he asked if that's fairly
typi cal .

2:25:25 PM
PAT DAVIDSON, Legislative Auditor, Division of Legislative

Audit, Al aska State Legislature, told the comnmttee that she had
the opportunity to work wth Senator Oson's staff in terns of

asking prelimnary questions on the draft request. Ther ef or e,
she opined that the division has a good understanding of the
i ssues that Senator O son's request is targeting. However, she

said the conmttee nmy want to consider that the 2005
| egislation that passed included a repealer of the Al aska

Coastal Managenent Program statutes. Those repealers take
effect July 1, 2011. Otentinmes, a sunset review is requested
for boards, conm ssions, and prograns. However, the Al aska

Coastal Managenent Program doesn't include the autonmatic sunset
review and thus the committee may wi sh to consider whether there
are other questions that are typically included in the sunset
review that the commttee nmay want to include in the report
because it's likely that legislation will be introduced next
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session that would require nmenbers to vote on whether to extend
the programin its entirety.

2:27:37 PM

SENATOR STEDVAN remarked that the nore information that's
avai l able, the better. He then asked if M. Davidson spoke with
Senator A son regarding any standard questions that are asked
during a sunset review | f such a dial ogue occurred, he asked
what the outcone was.

MS. DAVI DSON specified that there are 11 factors she typically
includes in a sunset review She explained that when she
di scusses issues wth those who request an audit, she tries not
to direct the discussion. However, she said she did discuss
with Senator O son's aide the fact that the entire program wl|
be termnated unless the legislature acts next session. She
said she did ask whether the requestor wanted to add the [sunset
review] criteria.

2:29: 03 PM

SENATOR (OLSON explained that he wanted to ensure that the
request could be perfornmed as efficiently as possible.

2:29:36 PM

DENI SE LICCl OLl, Staff, Senator O son, Alaska State Legislature,
rel ated her understanding that the audit request was formulated
as it was because although the programis going to sunset, the
sunset didn't require an audit. Upon discussions wth M.
Davi dson, sonme of the 11 factors typically considered in a
sunset review were determned to be relevant and thus were
included in the audit request. There were also areas of
specific concern that Senator O son wanted to be reviewed nore
deeply than would otherw se be the case. Therefore, the audit
request was witten to obtain information that would be hel pfu

in terns of the path for the future, particularly if the program
IS continued.

2:31:23 PM

SENATOR COLSQN, in response to Chair Meyer, reiterated that he
wanted specific areas highlighted during the review Wi | e
other [factors] could be included, he indicated the need not to
encunber the auditors and allow the review to occur in a tinely
fashi on.
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M5. LICCICOLlI related that in her discussion with the Legislative
Audit Division, the division said it could review all 11
factors. However, sone of the 11 factors nay not be as
applicable in this situation and wuld take nore tine.
Therefore, in the interest of tinme the request specifies those
factors of nobst inportance, although Ms. Liccioli said the audit
requestor wouldn't object to the division reviewing what it
feel s shoul d be revi ewed.

2:33: 04 PM

V5. DAVI DSON concurred with Ms. Liccioli that item 7 of the 11
factors won't be applicable to this program Item 7, which
refers to the extent to which a board or commssion that
regulates entry into an occupation or profession has presented
qualified applicants to the public. Wth regard to the
deadline, M. Davidson said that the deadline wll be net.
Furthernore, she said that the deadline would be net even wth
the addition of the possibly five other itens to the request.

2:34: 07 PM

REPRESENTATI VE STOLTZE questioned how the audit would work. He
related his understanding that the admnistration didn't want

t he extension. He asked if the commnities [involved in the
program would be audited. This doesn't seemlike a traditional
audit, he said. In fact, wusually the admnistration is
supporting ext ensi ons of its boar ds and comi ssi ons.
Furthernore, the departnment has nmade its policy statenent
through the legislative process. Representative Stoltze said

that although he understands what Senator O son desires, he
questi oned whether the audit would acconplish it.

2:35:13 PM

SENATOR OLSON acknow edged that it's not a traditional audit
However, there are outstanding concerns. Senator O son rem nded
the conmmttee that the admnistration isn't in favor of an
audit, and therefore he considered that a reason to have an
audit to determne if the program has been effective since being
revanped. Wth regard to the technical aspects of the audit,
Senat or O son deferred to Ms. Davidson.

M5. DAVIDSON characterized this as an odd situation. She

rem nded the commttee that in 2005 there was an attenpt to
include an automatic sunset review of the program but its
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pl acenent in the statute would have required this commttee to,
| ast year, identify the program and set it up for sunset. Since
the commttee didn't act last year, the only way for the
| egislature to consider [the progran] is through a special
| egi slative request that would be approved by this commttee.
She recalled that before one of the Finance Commttees the
committee staff carrying the 2005 |egislation indicated that the
| egislation automatically triggered an audit and the Legislative
Budget and Audit Commttee didn't have to act. However, the
pl acenent in statute didn't acconplish the aforenentioned.
Therefore, those who questioned when the audit would occur were
told they would have to submt an audit request to the
conmittee.

2:37:47 PM

REPRESENTATI VE STOLTZE expressed interest in learning how this
audit woul d be perforned.

MS. DAVI DSON said she would view this as a classic perfornance

audit that the agency has perforned in the past. Ther ef or e,
there would be review regarding whether the agency is made in
its mssion; is the agency performng what it's statutorily
designed to do; and is the program as effective under the
current statute as it was in a prior statutory regine. Ms.
Davidson related that folks in the comunities [where the
program exists] wll be interviewed, neeting mnutes wll be

revi ewed, and decisions analyzed. The legislation creating many
of these statutes has purposes that provide the legislature's
intent regarding what the programis to do. The term "statutory
intent" can be a bit vague.

REPRESENTATI VE STOLTZE expressed reluctance wth starting a
habit of triggering performance audits because [sunset reviews]
may be added based on individual |egislative prerogative and
wi t hout much depth of analysis. He said that although he won't
oppose this audit request, he didn't want performance audits to
beconme autonmatic on passed | egislation.

SENATOR QOLSON remarked that Representative Stoltze has valid
concerns and asked whether there is another option besides the
classic performance audit.

REPRESENTATI VE STOLTZE reiterated that he wants to sinply

caution the commttee and not have performance audits becone a
matter of routine.
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2:41:54 PM

CHAIR MEYER suggested that the commttee nove forward and
include all 11 audit points.

SENATOR COLSON interjected his understanding that there are only
10 applicable audit points.

M5. DAVIDSON confirnmed that of the 11 statutory audit points
there are only 10 applicable audit points.

SENATOR HUGA NS noted his support for Senator O son's request,
but pointed out that it's a statew de program and thus nust have
a statew de perspective in the review.

CHAIR MEYER surmsed that including the 10 applicable audit
points will achieve a statew de perspective.

SENATOR HUGGE NS expressed the need to hear concerns from the
vari ous geographi c areas.

2:43: 44 PM

REPRESENTATI VE STOLTZE made a notion to approve the audit
request with the nodification that it includes the applicable
points in AS 44.66.050(c)(1)-(11). He further nade a notion
that the report has sufficient priority to ensure that the
report is available prior to the next |egislative session.
There being no objection, the audit request was approved.

2:45: 12 PM

CHAI R MEYER announced that the next order of business would be a
request for a task force to review the Alcoholic Beverage
Control Board (ABC Board). He remi nded the comrmittee that |ast
year the commttee reviewed the audit for the ABC Board. The
audit discussed the policies and procedures and the strategic
enforcenment plan as well as the direction and focus of the ABC
Board. The committee accepted and released the audit. However

the committee didn't follow the auditor's recomendation to
grant the board a four-year extension; rather it extended the
board for one year. The commttee wanted to have additional
di scussion regarding the best place for the board to be housed,
whether it is in the Departnent of Revenue, the Departnent of
Public Safety, or the Departnent of Comerce, Conmunity, &
Econom ¢ Devel opnent . The comittee wanted to review the
af orenenti oned and consider extending the board after the task
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force had an opportunity to review the concerns with the board

The chair and vice chair determned that a task force would be
the best way to investigate the issues surrounding the board and
make reconmendations to the commttee.

CHAI R MEYER sought volunteers to serve on the task force.

V5. DAVI DSON categorized the issues in the sunset review of the
ABC Board as adm nistrative issues and enforcenent issues. Wth
regard to the enforcenent issues, the audit found that there was
no real strategic plan to allocate resources for enforcenent
i ssues. The audit found that wherever the investigators were
| ocated was where nost of the [enforcenent] activities occurred.
Therefore, the report recommended the ABC Board review the
af orenenti oned and develop a nore strategic decision regarding
where the risks lay and apply the enforcenent activities
accordingly. Ms. Davidson pointed out that in the agency's
response to the audit, it indicated that the ABC Board had taken
sonme action in that a plan had been developed and the
adm nistrative issues had been addressed as well. In response
to Chair Meyer, M. Davidson confirned that sonme of the
adm ni strative issues included the data collection, accounting,
book and record keeping, and notification practices.

2:49: 19 PM

CHAIR MEYER noted that Representative Stoltze wants to be a
menber of the task force.

SENATOR STEDMAN rel ated his understandi ng, which was confirned
by Ms. Davidson, that the ABC Board will sunset this next year

and then legislative action, a one-year sunset, wll be
necessary. He further surmsed, then, that the chair is
requesting that the commttee establish a subcommttee to nake
recommendations to the full legislature regarding [the ABC
Board] .

CHAIR MEYER clarified that the intent wuld be for the
subcommittee to provide its recomendations to the full
committee. He asked if another audit woul d then be perforned.

M5. DAVIDSON answered that the discussion was to perform a
limted scope review and following up on the  prior
recommendat i ons.

SENATOR STEDMVAN surm sed that the conmttee would likely forward
areport to the full legislature.
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CHAI R MEYER replied yes. Chair Meyer said that three nenbers on
the task force would suffice and that the intent is for those
menbers to nmeet with the Cabaret Hotel Restaurant & Retailer's
Associ ation (CHARR) and t he ABC Board.

SENATOR MENARD said that she would serve on the task force if no
one else is interested.

OTHER COWM TTEE BUSI NESS

2:51:50 PM

CHAI R MEYER announced that the next item on the agenda is other
conmi ttee business under which the commttee would consider the

contract anendnents and reinbursable service agreenent. He
specified that the commttee would first consider the contract
anendnents for the three oil and gas consultants: Dr. David

Wod working as DWA Energy Limted, Daniel D ckenson, and
Logsdon & Associ at es.

2:52: 31 PM

BOB PAW.OABKI, Staff, Senator Meyer, Alaska State Legislature,
informed the committee that the conmttee packet includes an
extension of the DWA Energy for Dr. Wod & Associates. The
extension would be to Decenber 31st and change the project
director to M. Pawlowski from the date of the contract
anmendnent to August 30th at which tinme M. Applebee will return
and be the project director until Decenber 31st. There woul d
also be an increase in the contract amunt to $392, 750. To
date, Dr. Wod has $78,800 left in his account to perform
busi ness through to the end of the year. A reasonabl e [burn-
down rate] woul d require another $100, 000.

SENATOR STEDVMAN expressed a reluctance to short fund this
particular project or l|lose the consultant who devel oped the

economc nodel for the state's oil basin and the potential
upcom ng requests for <changes from the industry. Senat or
Stedman said he would like for Dr. Wod to continue his working
relationship with the conmttee and the |egislature. He al so

expressed the need for the commttee, in January, to extend [the
consulting] agreenent with Dr. Wod in order to ensure that the
state [maintains a relationship] wth the creator of its
econom ¢ nodel because the conplexity of the issue is inmense

Therefore, Senator Stednman stated that he is in favor of
extending Dr. Wod's contract.

BUD COWM TTEE - 13- June 25, 2010



2:56:10 PM

CHAIR MEYER clarified that the contracts would be extended to
the end of the year and thus the comittee wll have an
opportunity in Decenber to extend the contracts again or not.

SENATOR STEDVAN added that the adm nistration has a Request for
Proposals (RFP) for an extension in excess of $2 mllion. The
| egi sl ature has been frugal in conparison, while retaining the
tools necessary to provide the legislature to act.

2:57:35 PM

REPRESENTATI VE STOLTZE made a notion to amend the DWA Energy
Limted contract such that it's increased to an anobunt not to
exceed $392,740. There being no objection, it was so ordered.

2:58: 23 PM

MR. PAW.OASBKI then turned the commttee's attention to the no-
cost tinme extension for Daniel D ckenson. Presently, M.
D ckenson's contract is for $207,250 and has an existing bal ance
of $90,650. Under his current services rate, M. Dickenson wl]l
still have funds remaining by the end of the year. The proposal
before the conmttee is to amend M. Dickenson's contract with a
no-cost extension to Decenber 31, 2010, and also changes the
project director from the tinme of signing to August 30 to M.
Pawl owski and to M. Applebee from August 31 through Decenber
31.

2:59:26 PM

REPRESENTATI VE NEUVMAN asked if there is a list of the projects
on which M. Dickenson is working.

MR. PAW.OWSKI offered to provide such a list to the committee
after the neeting.

2:59:57 PM

MR. PAW.OWSKI, in response to Representative Stoltze, confirned
that this is the third amendnent to M. Di ckenson's contract.

CHAI R MEYER t hen announced that the anendment to M. Dickenson's
contract woul d be approved.
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3:00: 15 PM

CHAI R MEYER announced that the conmttee would now address the
contract with Logsdon & Associ at es.

MR.  PAWOASKI explained that the <contract wth Logsdon &
Associ ates was originally for $250,000. Currently, $173,600 in
unexpended funds renains. The request is for a no-cost
extension to allow for continued support of the oil and gas
wor k. M. Paw owski pointed out that this would be the first
amendnent to the contract with Logsdon & Associ ates.

CHAI R MEYER highlighted that this is also a no-cost extension of
the contract. He offered his understanding that nost of the
work by Logsdon & Associates was perforned during this session
and thus they may not be doing nuch at this tine. Regar dl ess,
the goal is to keep Logsdon & Associates on contract until the
end of the year.

MR. PAWOWSKI interjected that this contract anmendnent would
al so include an anendnent changing the project director fromthe
time of signing to August 30 to M. Pawowski and to M.
Appl ebee from August 31 through Decenber 31, which is consistent
with the other two contract amendnents.

CHAIR MEYER, upon determining there were no objections,
announced that the amendnent to the contract with Logsdon &
Associ ates was approved.

3:02: 08 PM

CHAIR MEYER directed the <commttee's attention to the
Rei mbur sabl e Service Agreenents (RSAs) with Al aska Departnent of
Fish & Gane (ADF&G and the Departnment of Natural Resources
(DNR) for navigable waters and the RS2477 access corridors.

3:02: 45 PM

DICK MrLIUS, Director, Dvision of Mning, Land and Water,
Department of Natural Resources (DNR), explained that before the
commttee is a request for a RSA for ADF&G in the amount of
$75,100 and for DNR in the anbunt of $73, 000. The depart nent
has held simlar agreenents with this conmttee since 2003. The
funds have been a key part of the funding for the navigable
wat ers and RS2477 program Al though in sone years the focus of
the funding request has been on RS2477s, this year the focus is
on navigable water issues that have conme to a head. The

BUD COWM TTEE -15- June 25, 2010



department is working on applying for recordabl e disclainmers of
interest (RDI) for navigable waters. In fact, the departnent
received a large grant from the Federal Bureau of Land
Managenent (BLM to perform historical research on navigable
wat er s. However, those funds aren't available for any
adm ni strative overhead for the program filing the RDIs, or to
pay any of the admnistrative costs to BLM Therefore, DNR
would use its share [of the RSA] for those itens for which the
BLM funds can't be used. M. Mlius noted that DNR is involved
in litigation over two navigable waters: the Kotsina R ver and
t he Skagway River. Some of the funds requested today wll be
used to augment those litigation efforts. He then noted that
the departnment is preparing for possible title action on the 40
mle Rver, which will require a fair anmount of funding. M.
Mylius informed the conmttee that the [department] lost its
funding from BLM that focused on identifying trails to reserve
as easenents under ANCSA 17(B). Therefore, some of the funding
DNR receives will be used to pay for research on an assertion of
t hose properties.

3:05:18 PM

TINA CUNNI NG Subsistence & Federal |ssues, Division of Sport
Fish, Al aska Departnent of Fish & Game (ADF&G, inforned the
conmttee that in 1997, after a legislative audit, a Navigable
Waters and Access team was forned to ensure that the state was
wor ki ng together to assert managenent and ownershi p of navigable
waters as well as protecting trails' access easenents for
hunting, fishing, and other wuses of public |and. The team
includes the Departnment of Law, the Departnent of Natural
Resources, and the Al aska Departnent of Fish & Gane. Therefore,
ADF&G works in coordination with DNR in order to ensure there's
no redundancies in efforts. She noted that ADF&G perforns a | ot
of the primary research associated with the hunting, fishing,
and trapping activities. Al of [ADF&G s] workl oad comes under
a prioritization set by the aforenentioned team and is in
coordi nation with DNR

3:06: 20 PM

SENATOR STEDMAN questioned why this matter is before the
Legislative Budget and Audit Conmttee rather than being
i ncluded in the operating budget.

MR, MYLIUS explained that several years ago, when this effort

began, this conmttee expressed concern that there weren't
enough resources being devoted to RS2477s and navigable waters
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progr ans. The agreenent, as described by M. Cunning, was
worked out with the conmttee and has been carried out in this
manner since that tine. He pointed out that DNR s budget shows
these RSA funds as an interagency receipt as part of the funding

for the program The department, he remarked, has cone to
depend on this funding as it has becone a key conponent of the
f undi ng. The departnment doesn't receive that nuch funding for

t he RS2477 navi gabl e water programin the GF budget.

SENATOR STEDMVAN pointed out that over the |ast several years the
| egi sl ature had done a | ot of budgetary cleanup. He opined that
these funds nmay need to be reviewed in terns of whether it's
properly structured and whether it would better fit in the
operating budget. He clarified that he wasn't neaning changing
or shorting the funding, but rather the nmechanics of the budget.

CHAIR MEYER related his agreenent that this funding should be
incorporated into the operating budget prior to addressing the
matter agai n next session.

3:09: 27 PM

REPRESENTATI VE NEUMAN questioned whether the federal grant
menti oned by M. MIlius was expected and woul d've possibly been
recognized in the operating budget or was it an unexpected
federal grant that could be used to supplenment current operating
budget expenses.

MR. MYLIUS expl ained that the request before the commttee isn't
related to the federal funds. Those federal funds were received
| ast year and [DNR s] budget accounted for those. The budget
passed by the legislature included an appropriation that allowed
the departnent to receive those federal funds. However, those
federal funds <can't be wused for this request before the
committee because the federal funds were received through BLM
specifically for historical research. Those funds can't be used
to file recordable disclainmers, pay for admnistrative costs, or
for litigation efforts.

MR MYLIUS, in further response to Representative Neunan,
clarified that both funds are in the departnent's budget.
However, the federal funds can't be used for things for which
the RSA funds can be used, and thus the federal funds can't be
used to offset the RSA request. He characterized the federa
funds as sort of a windfall in that it's noney that was secured
when U. S. Senator Ted Stevens was in the U S. Senate for the
recordabl e disclainmer program The BLM specified that the
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department could only receive the funds if they were used for
hi storical research on navigable waters. "So, it's a generous
offer from the federal governnment to essentially do research
that we can then use to defend our title in the future, but one
of the strings attached is that ... it can only be used for
hi stori cal resear ch. I t can't even be used for our
adm ni strative oversight of that research,” he related. Most of
the funds, he further related, are going to the State Historical
Preservation Ofice or to history and archaeol ogi cal fol ks who
have a good understanding regarding where to find historical
information that can be placed in the state record and used for
future chal |l enges.

3:13:10 PM

REPRESENTATI VE NEUVAN pointed out that the state faces
reductions in federal incone to the state. Therefore, he
expressed the need to ensure DNR is looking toward the future
and not increasing its budget to cover the [federal] |osses. He
enphasi zed that the RS2477 program is an extrenely inportant
pr ogram

3:13:42 PM

MR. MYLIUS, in response to Representative Tuck, reiterated that
the federal funding is a separate issue fromthe RSA request and

was antici pated. At the time DNR developed its budget it
anticipated the federal funding and was expecting the [RSA|
funding being requested from this conmttee. He rem nded the
conmttee that the RSA funds are interagency receipts in the
departnents' respective budgets. M. Mlius agreed that going
forward it would be an option to place the RSA funding in the
departnents’ operating budgets. However, in the past the

commttee has had a keen interest in the RS2477 and navigable
wat er progranms and wanted to know what was occurring with those
two prograns while ensuring the [departnments] were aggressively
asserting those rights. This [RSA] was the mechanism used to
provi de [l egislative] oversight.

3:16: 05 PM
REPRESENTATI VE STOLTZE nade a notion to approve the RSA for

ADF&G for FY 2011 in the armount of $75, 100. There being no
objection, it was approved.
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REPRESENTATI VE STOLTZE then nade a notion to approve the RSA for
DNR for FY 2011 in the anobunt of $73,000. There being no
objection, it was approved.

3:17: 00 PM

REPRESENTATI VE STOLTZE related his appreciation for MVs.
Cunning's work and stated that he has nuch confidence in placing
resources under her supervision.

3:17:28 PM

The commttee took an at-ease from3:17 p.m to 3:24 p.m

EXECUTI VE SESSI ON

3:24: 42 PM

CHAI R MEYER announced that the commttee would prepare to enter
into executive session during which the |legislative auditor wll
present the prelimnary audits prior to the conmttee. The
departnments then have 30 days prior to the audits being nmade
public during which the departnents can respond. After
returning from executive session the commttee will then return
to executive session to address More v. Al aska. After that
executive session, the conmttee nay or nmay not decide that it's
necessary to hire a consultant to address this issue; the

aforenentioned will be announced during the public portion of
the neeting. He estinmated that the executive session discussing
confidential audit reports wll likely take 20-30 mnutes and

t he next executive session could | ast 30-45 m nut es.

3:27:24 PM

REPRESENTATI VE STOLTZE nade a notion to npbve to executive
session for the purpose of discussing confidential audit reports

under Uniform Rule 22. There being no objection, the conmmttee
went into executive session at 3:27 p.m

4:05:57 PM

CHAI R MEYER announced that the commttee was back from executive
sessi on.

PRELI M NARY AUDI TS

4:06: 06 PM
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REPRESENTATI VE STOLTZE mnmade a notion that the follow ng
prelimnary audits be rel eased to t he Depar t ment of
Transportation & Public Facilities for response: Special Report
on the Departnent of Transportation & Public Facilities Al aska
Marine H ghway System procurenent process. There being no
obj ection, the aforenmentioned prelimnary audit was rel eased.

EXECUTI VE SESS| ON

4:06: 33 PM

CHAIR MEYER announced that the commttee would return to
executive session to hear from the Departnment of Law and the
Depart ment of Education and Early Devel opnent regardi ng Moore v.
Alaska as was requested in the My 14, 2010, neeting. The
purpose of the executive session is to obtain clarifying
information from the aforenmentioned departnments regarding the
request for proposal (RFP) recommendations that were identified
at the May 14, 2010.

4:07: 09 PM

REPRESENTATI VE STOLTZE nmade a notion to nove to executive
session for the purpose of discussing matters, the immedi ate
knowl edge of which nmay adversely inpact the finances of a
governmental unit(s). There being no objection, the conmttee
went into executive session at 4:07 p.m

5:50: 29 PM

CHAI R MEYER announced that the commttee was back from executive
sessi on. He then announced that the commttee would like to
have another neeting in July, at which the plaintiffs would be
invited to present their side. He noted that the Bush caucus
had requested the legislature hire a consultant, attorney,
and/or auditor in order to obtain a better understanding of the
case as well as the [state's] role. However, the commttee is
not yet ready to take that route.

5:52:31 PM
ADJ QURNVENT
There being no further business before the comittee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
5:52 p.m
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