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Senat or Lyman Hof f man
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Representative Bill Stoltze
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Representative Chris Tuck (Al ternate)
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Representative M ke Hawker, Vice Chair

Senator Charlie Huggins

Senator Bert Stednan

Representati ve Nancy Dahlstrom (Alternate) (Resigned 5/31/10)
Representative Bill Thomas

Representati ve M ke Doogan

OTHER LEQ SLATORS PRESENT

Representative M ke Chenault (via tel econference)
COW TTEE CALENDAR

APPROVAL OF THE M NUTES

REVI SED PROGRAM - LEG SLATI VE

OTHER COWM TTEE BUSI NESS

EXECUTI VE SESSI ON

RELEASE OF AUDI TS

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REG STER

AMANDA RYDER, Legi sl ative Fiscal Analyst
Legi sl ative Finance Division

Legi sl ative Agencies & Ofices

Al aska State Legislature
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Juneau, Al aska
PCOSI TI ON  STATEMENT: Provided information about the requested
RPLs to the Joint Commttee on Legislative Budget and Audit.

ANNA KIM Director

Adm ni strative Services

Depart ment of Education and Early Devel opnent (EED)

Juneau, Al aska

PCOSI TI ON STATEMENT: Answered a question regardi ng RPLO5-1-0036.

ALI SON ELCEE, Assistant Conmi ssioner

O fice of the Conm ssioner

Department of Health & Social Services (DHSS)

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered a question regarding RPL 06-1-
0167.

DELI SA CULPEPPER, Chief QOperating Oficer

Al aska Mental Health Trust Authority (Trust)

Departnent of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT:  Answer ed questions regarding RPL 06-1-0173.

BOB PAW.ONBKI, St af f

Senat or Kevin Meyer

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Provided information and answered questions
regarding the contract anendnment with David Wod & Associates
operating as DWA Energy Limted.

M LES BAKER, St aff

Senator Bert Stedman

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Provi ded information and answered questions
regarding the contract anendnment with David Wod & Associates
operating as DWA Energy Limted.

ACTI ON NARRATI VE

2:04:13 PM

CHAIR KEVIN MEYER called the Joint Conmttee on Legislative
Budget and Audit neeting to order at 2:04 p.m Present at the

call to order were Senators Menard (via teleconference), Jd son
(Alternate), and Meyer, and Representatives Stoltze, Neuman (via
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tel econference), and Tuck (Alternate). Senator Hoffrman arrived
as the neeting was in progress. Representative Chenault (via
tel econference) was also in attendance.

APPROVAL OF THE M NUTES

2:04: 27 PM

CHAI R MEYER announced that the first order of business would be
t he approval of the m nutes.

2:06:14 PM

REPRESENTATI VE STOLTZE nade a notion to approve the mnutes of
June 25, 2010, and July 30, 2010. There being no objection, the
m nutes from the neetings of June 25, 2010, and July 30, 2010,
wer e approved.

REVI SED PROGRAM - LEG SLATI VE

2:06: 35 PM

CHAI R MEYER announced that the next order of business would be
consi deration of Revised Progranms - Legislative (RPLS).

2:07: 03 PM

AMANDA RYDER, Legislative Fiscal Analyst, Legislative Finance
Di vi si on, Legislative Agencies & (Ofices, Al aska State
Legi slature, informed the commttee that two RPLs inpact fiscal
year 2010 (FY 10), and five inpact FY 11. She suggested that
the committee assume an RPL is for FY 11 unless otherw se
speci fi ed. Ms. Ryder introduced RPL 05-1-0036 from the
Department of Education and Early Devel opnment (EED) for $185, 427
of federal receipts for operating funding to pay for a sutmmt to
be held in 2011 to develop a website and to deliver three
wor kshops. Participants in the sunmt are library, archive, and

museum staff with a focus on Native popul ations. There is a
one-to-one match requirenent for funding; however, the match
will be met through existing salaries, contributions, and by

ot her organizations, with no new state funds needed and no new
positions created. She further explained that the RPL does not
include a valid allocation, but EED advised that the funding for
this RPL wll be attached to the libraries' allocation

Furthernore, she clarified that the witten information provided
on RPL 05-1-0036 will be corrected froman anount of $185,400 to
$185, 427.
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2:09: 08 PM

REPRESENTATI VE CHENAULT asked for a breakdown of the funds that
woul d be com ng fromthe departnent.

2:09:45 PM

CHAIR MEYER set RPL 05-1-0036 aside and stated that the
comm ttee would cone back to it.

2:10:52 PM

MS. RYDER i ntroduced RPL 06-0-0693, noting that it applies to FY
10. The Departnment of Health & Social Services (DHSS) is
requesting operating authorization for $922,000 of Anerican
Recovery and Reinvestnent Act (ARRA) funds in five Ofice of
Chi l dren Servi ces al | ocati ons. The al | ocati ons wer e
underestinmated due to the rate applied for foster care. Thi s
aut horization is needed to properly account for revenue and
expenditures at the end of FY 10; in fact, the funding has been
spent and if the RPL is not approved, a ratification wll be
required.

2:11: 46 PM

REPRESENTATI VE NEUMAN asked for confirmation that the noney was
spent before it was authori zed.

2:12:10 PM
V. RYDER expl ained that the noney spent was federal
aut horization, thus "this is just swapping federal authorization

that was spent for ARRA authorization, which is also federa
aut hori zation."

2:12:21 PM

REPRESENTATI VE NEUVAN asked whether this was additional noney or
noney pul |l ed from anot her source.

2:12:41 PM
M5. RYDER advised the departnent did have enough federal

authorization in its budget to collect the receipts, but did not
have enough ARRA aut horization to expend the receipts owed.
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2:13:26 PM

CHAIR MEYER, hearing that Representative Neuman was satisfied
with the response, asked if there were further objections.
There bei ng none, RPL 06-0-0693 was approved.

2:13:48 PM

MS. RYDER i ntroduced RPL 06-1-0167 from the DHSS for $669, 139 of
ARRA funds in the Division of Public Assistance adm nistration

al I ocati on. A 19 percent increase over the last year has
strained the division's ability to provide adequate |evels of
custoner service. This funding will be used to inprove business
practices in order to nmanage increasing caseloads. No new
positions will be added and no state match is required.

2:14.: 25 PM

REPRESENTATI VE NEUVAN asked whet her these funds will continue to
be added to the next operating budget.

2:14: 53 PM

M5. RYDER clarified that no RPL funding goes into the "base";
therefore, even if this RPL is approved, any additional funding
nmust be approved during the FY 12 budget process.

2:15: 20 PM

REPRESENTATI VE NEUMAN asked for assurance that the state is not
being put into a position where it is expected to continue
fundi ng these prograns.

2:16: 16 PM
CHAI R MEYER set RPL 06-1-0167 asi de.
2:16: 32 PM

M5. RYDER introduced RPL 06-1-0173 from DHSS for $210,853 of
Mental Health Trust Authority Authorized Receipts (MHTAAR)
funding for a one-to-one match of available federal funds for
the Alaska State Loan Repaynent Program (SHARP). The SHARP
program is designed to encourage selected health —care
practitioners to work in Alaska by making |oan repaynents for
the practitioners while they are providing care in areas of
need. According to DHSS, there are no general fund inpacts.
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2:17:01 PM

REPRESENTATI VE CHENAULT asked whether this program will repay
| oans on a | ong-term basi s.

2:17:40 PM

CHAI R MEYER set RPL 06-1-0173 asi de.

2:17:54 PM

M5. RYDER introduced RPL 07-1-1018 from the Departnent of Labor

& Workforce Devel opnent (DLWD) for $1,006,800 of additional
federal authorization in the Al aska Vocational Technical Center

(AVTEQ) al I ocati on, t her eby i ncreasing this f eder al
aut hori zation from $483,200 to $1, 500, 000. O this increase,
$600,000 is needed because Pell grants have increased, and

$700,000 to $800,000 is needed because all Title IV eligible
post -secondary institutions nust now use the WIIliam D. Ford
Federal Direct Loan Program for new federal student | oans.
Al t hough AVTEC wi Il certify the direct |oans online and disburse
funds for its students, it will not increase its operating costs
and there are no current or future general fund inpacts.

2:19:15 PM

CHAIR MEYER asked if there were any objections. There being
none, RPL 07-1-1018 was approved.

2:19: 36 PM

M5. RYDER introduced RPL 45-0-0034, noting that it is a FY 10
operating RPL from the University of Al aska (UA) for $1, 300,000
of federal authorization for the Anchorage canpus. These funds
are needed for three reasons: the UAA federal receipts authority

was reduced by $4.7 mllion; there was an increase in Pell grant
activity; there was a budget structure change wthin the
university system No state general funds will be used, nor is
a match required. The funds have been spent and if the RPL is
not approved, a ratification will be required.

2:20: 36 PM

CHAIR MEYER asked if there were any objections. There being
none, RPL 45-0-0034 was approved.
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2:21:01 PM

MS. RYDER introduced RPL 45-1-1100, noting that it is a capita
RPL fromthe UA for $2,623,211 of ARRA funding. This additional

capital authorization wll allow the university to accept four
awards, and no general funds wll be wused nor is a mtch
required.

2:21:33 PM

CHAIR MEYER asked if there were any objections. There being
none, RPL 45-1-1100 was approved.

2:21: 41 PM

CHAIR MEYER returned to RPL 05-1-0036 and asked Representative
Chenault to restate his question.

2:22: 17 PM

REPRESENTATI VE CHENAULT asked what portion of the $185,000 one-
to-one match will conme from state agencies or departnents.

2:23: 01 PM

ANNA KIM Director, Admnistrative Services, Departnent of
Education and Early Devel opnent (EED), infornmed the commttee
the libraries' portion of the contribution is $108,460 to be
spent on personal services and other non-personal services line
items as part of its normal operation. The Institute of Miseum
and Libraries Services grant portion is $185,427 - the requested
anmount - and the balance of $49,575 wll come from entities
out side of the state.

2:24:09 PM

CHAI R MEYER asked if there were any further objections. Ther e
bei ng none, RPL 05-1-0036 was approved.

2:24:30 PM

CHAIR MEYER returned to RPL 06-0-0167 and asked Representative
Neurman to restate his question

2:24: 40 PM
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REPRESENTATI VE NEUMAN asked whether these increases will return
to be included in the next operating budget, even though they
are said to be "one-tine."

2:25: 09 PM
ALI SON ELGEE, Assi st ant Conmi ssi oner, Ofice of t he

Comm ssioner, Departnent of Health & Social Services (DHSS),
informed the commttee 100 percent of the food stanp programis

funded by the federal governnent. The departnment acts as the
federal governnent's agent, although benefits are paid directly
to the recipients. She explained that the departnment had
f eder al aut hori zati on to cover t he pr ogr am but t he

adm ni stration noney for FY 11 cane through ARRA funds, thus the
RPL is needed to allow the departnment to properly account for
t he funds. Ms. Elgee said the departnent does not anticipate
requesting general funds to support the food stanp program at
any point.

2:27: 06 PM

CHAIR MEYER, hearing that Representative Neuman was satisfied
with the response, asked if there were any further objections.
There bei ng none, RPL 06-1-0167 was approved.

2:27:17 PM

CHAIR MEYER returned to RPL 06-1-0173 and asked Representative
Chenault to restate his question.

REPRESENTATI VE CHENAULT asked whether this program would extend
beyond one year. He also asked how long the legislature can
expect the program to be supported by MHTAAR before "we have to
roll that into the state budget."

2:28: 11 PM

DELI SA CULPEPPER, Chief Operating Oficer, Al aska Mental Health
Trust Authority (TRUST), said she was on an advisory conmttee
and oversees workforce devel opnment for the Trust. This is the
first year the Trust has matched funds with the federal program
out of the National Health Services Corps State Loan Repaynent
Program in fact, the Trust has been supporting this program for
three years on its own. Although the federal match effectively
doubl ed the anmount of noney available to health professionals,
the federal nobney was late so contracts were not witten to
obligate WMHTAAR noney prior to the end of the fiscal year.
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Therefore, part of this is "carryover noney" from FY 10 to FY

11. In addition, when the grant was witten, two other entities
were commtted to match funds but they subsequently failed to
parti ci pate. In response to the question about the |ength of

the program Ms. Cul pepper said the federal program has a two-
year authorization, but the Trust has been funding the program
for three years and she opined it would continue to do so.

2:30: 22 PM

REPRESENTATI VE CHENAULT agreed that MHTAAR supports worthy
programnms; however, he maintained his concern about a funding
source that "goes away for other projects, and we end up picking
it up in the state's operating budget."

2:31: 04 PM

CHAI R MEYER concurred. He asked whether there were further
objections. There being none, RPL 06-1-0173 was approved.

2:32:22 PM

REPRESENTATI VE STOLTZE nobved to accept RPLs 05-1-0036; 06-0-
0693; 06-1-0167; 06-1-0173; 07-1-1018; 45-[0]-0034; 45-1-1100 as
subm tted.

2:32: 32 PM

CHAI R MEYER confirned that the notion reflected RPL 45-0-0034,
and announced that there being no objection, all of the RPLs are
appr oved.

2:33: 10 PM

CHAI R MEYER announced the next order of business would be one
item of other commttee business: No- cost contract anendment
for Dr. David Wod operating as DWA Energy Linited.

OTHER COWM TTEE BUSI NESS

2:33:27 PM

BOB PAWOWSKI, Staff to Senator Kevin Myer, Al aska State
Legi sl ature, introduced the contract amendnent to the contract
with Dr. David Wod, operating as DWA Energy Limted. He
informed the commttee the anendnent to the David Wod contract
is specifically to clarify the work needed to look at oil tax
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structure and oil fiscal design. This work was an integral part
of the original report provided by Dr. Wod in Novenber 2008
and in Mrch 2009, during discussions on understanding the
interrelationship of the fiscal design between oil and gas
taxes. The nodification adds to the existing contract issued in
March and April of 2009, a new Section B, which replaces the
original Section B, and which includes a statement of work to be
conpleted by Dr. Wod. The statenent adds work needed to
conpile a nodel for oil fiscal design and tax structure
conparable to the nodel that was done for gas tax structure; to
| ook at the current fiscal design and tax structure conponents
and determne variables; to look at known and yet-to-be-known
upstream oil reserves concluding the upstream cost production
data from Prudhoe Bay and other North Slope fields; to analyze
other oil fiscal regimes globally in conparison to Alaska; to
conplete additional analysis of the revenue effects of
alternating the conponents of variables identified in this

section. M. Paw owski noted that this scenario would lead to
producing a report outlining the working interrelationship
between oil fiscal design and tax structure and gas fiscal

design and tax structure, thus allowing the legislature to
exam ne the relationship between the present tax structure, and
one that taxes oil revenue at one |evel and gas revenue at
anot her |evel. He advised that the amendnment was requested by
Senat or St edman.

2:36:22 PM

MLES BAKER, Staff to Senator Bert Stednan, Alaska State
Legi slature, opined the idea behind the anendnent is that
al t hough nost of the work has been done on the nodel that was
previously presented to the comrittee, the anendnent clarifies
other issues if the legislature decides it wants Dr. Wod to
|l ook at specific oil tax variables. In fact, M. Baker
expressed his belief that Senator Stedman's primary interest is
in looking at the progressivity feature, which is unique to
Al aska and triggers a surcharge that applies to the entire net
val ue. In addition, the anmendnent clarifies the nodel used in
t he scope of work.

2: 38: 06 PM
SENATOR MENARD observed that the administration is interested in
doing its own investigation into oil tax variables, and asked

whether there will be an effort to coordinate the studies to
avoi d a duplication of expenses.
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2:38:53 PM

MR. BAKER opined the l|egislature wants an independent team of
consultants in order to benefit from analyses outside of what
the admnistration is doing. However, there is an effort to
coordinate wth the Departnent of Revenue (DOR) and its
consultants, so that there is no argunent about nodels.

2: 39: 38 PM

SENATOR MENARD expressed her desire to coordinate efforts in
order to quiet the public's perception, both of discord and that
the state is spendi ng noney on duplicate contracts.

2:40: 00 PM

MR. BAKER said he was not opposed to sharing information.
Furthernore, he confirmed that the anendnent is not anticipated
to cause the contract to exceed the anmount that the commttee
has al ready approved.

2:40: 44 PM

CHAI R MEYER agreed that cost is an obvious concern, yet it is
inmportant for the |legislature to remain independent. He
suggested that this topic <could be addressed by other
consultants as well. Chair Meyer understood that Senator
Stedman is interested in the "bracketing part of t he

progressivity."

2:41: 43 PM

MR. BAKER said correct. Consultants agree that Alaska's
progressivity feature is unique because once triggered, the
hi gher tax applies to the entire total net revenue. However,

the state has not studied the effect of this feature on the
current credit structure and other factors.

2:42: 30 PM

CHAI R MEYER added that there was a desire for an "internationa
flavor"” that Dr. Wod coul d provide.

2:42: 48 PM
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REPRESENTATI VE STOLTZE asked to what extent Dr. Wod' s analysis
will revisit the issues of the statute that was vetoed by
Gover nor Parnel | .

2:43: 22 PM
MR. BAKER said that was not his understanding. At the tine Dr.

Wods |ooked at the state's tax structure, one of his
recommendati ons was to have the |egislature consider decoupling.

Now, in light of the possibility that decoupling wll not
happen, M. Baker suggested that Senator Stedman is |ooking at
ot her things, such as "bracketing." As a matter of fact, the

report does not readdress the decoupling issue specifically.

2:44: 00 PM

REPRESENTATI VE STOLTZE asked, "Is it certain enough to say
‘'no' ?"

2:44: 11 PM

MR. BAKER said, "No, | would, it's not certain enough to say
1 nol . n

2:44. 24 PM

REPRESENTATI VE NEUMAN asked whether the report would be able to
| ook at the way the gas is valued. Presently Btu equivalents
are used, but gas has different nmxes of |iquids and dry gases,

and he questioned whether Btu equivalents are the best way to
determine its value. The state needs to ensure that it gets the
hi ghest value 1in incentives and credits for exploration
Because the Btu equivalents for gas affect the "nunbers"” used by
the consultants, he urged that nore exploratory work be done on
this subject.

2:45:27 PM

REPRESENTATI VE STOLTZE said he appreciated nenbers' requests for
information, but he stated the need for nore focus on the scope
of the consultant's report. For exanple, the legislature does
not know the intended path of the consultant. He said, "W hire
too many consultants, in my opinion, and | would like to ... not
to handcuff them but | also don't want to turn folks |oose on
every i magi nabl e subj ect

2:46: 15 PM
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CHAI R MEYER advi sed that the contract has gas in the title, thus
Representative Neuman's request could be done under the existing
contract. He surmised that the purpose of the anendnent is to
extend the contract to include oil.

2:46: 41 PM

MR. PAW.OASKI said yes. He added that the existing contract has
a lot of flexibility in gas, but specifically highlights
t hroughout "its interrelationship between gas and oil as a
fiscal design, and yet there was not a specific section
detailing the nodel for oil."

2:46:58 PM

CHAIR MEYER remnded the commttee that all requests for the
consultant and his work are to be through the Joint Comrittee on
Legi sl ative Budget and Audit in order to |limt costs and the
topics that are requested, and he solicited further information
from Representative Neuman on his request. He then asked the
commttee to return to the subject at hand.

2:47:34 PM

REPRESENTATI VE CHENAULT agreed the legislature needs to work
with the administration, but sonmetines the administration is
followwng a different path and it is in the legislature' s best
interest to ensure its questions are answered - not just by the
adm nistration - but by consultants hired independently.
Al though the legislature and the admnistration need to work
together, and not waste noney, he stressed that the |egislature
should "have our own people that can give us the information
that we ask for."

2:49: 05 PM

REPRESENTATI VE STOLTZE noved that the Joint Conmmittee on
Legi sl ative Budget and Audit approve anending the scope of the
contract with DWA Energy Limted to include issues involving
oil.

2:49:37 PM

CHAI R MEYER, hearing no objection, announced that the notion was
appr oved.
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EXECUTI VE SESSI ON

2:49: 47 PM

CHAI R MEYER announced that the next order of business woul d be
that the conmttee would go into executive session.

REPRESENTATI VE STOLTZE nmade a notion to nobve to executive
session under Uniform Rule 22 for the purpose of discussing
confidential audit reports under AS 24.20.301. There being no
objection, the conmttee went into executive session at 2:50
p. m

CHAI R MEYER brought the commttee back to order at 3:11 p.m

RELEASE OF AUDI TS

3:11:37 PM

REPRESENTATI VE STOLTZE nmade a notion for the final audit to be
released for the Special Repor t on the Departnent of
Transportation & Public Facilities, Alaska Mrine H ghway System
- Procurenent Process.

3:11:51 PM

CHAIR MEYER, hearing no objection, announced that the audit
woul d be rel eased.

3:13: 03 PM
ADJ OURNMENT
There being no further business before the comnmttee, the Joint

Comm ttee on Legislative Budget and Audit neeting was adjourned
at 3:13 p.m
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