ALASKA STATE LEG SLATURE
LEQ SLATI VE BUDGET AND AUDI T COW TTEE
Anchor age, Al aska
Cct ober 29, 2010
8:35 a.m

VEMBERS PRESENT

Senat or Kevin Meyer, Chair

Senator Charlie Huggins (via tel econference)
Senat or Linda Menard

Senat or Bert Stedman

Represent ati ve Mark Neuman

Representative Bill Stoltze (via tel econference)
Representati ve M ke Doogan

Senator Donald O son (alternate)

VEMBERS ABSENT

Representative M ke Hawker, Vice Chair

Senat or Lyman Hof f man

Representative Bill Thonmas

Representati ve Nancy Dahlstrom (alternate) (Resigned 5/31/10)
Representative Chris Tuck (alternate)

OTHER LEQ SLATORS PRESENT
Representative David Guttenberg
COWM TTEE CALENDAR

APPROVAL OF M NUTES

REVI SED PROGRAM - LEGQ SLATI VE ( RPLS)
EXECUTI VE SESSI ON

RELEASE OF AUDI TS
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PCSI TI ON STATEMENT: Provided i nformation regarding the RPLs.

SUE SHERI F, Head

Li brary Devel opnent

Hi storical Library

State Library

Depart ment of Education and Early Devel opnent (EED)

Anchor age, Al aska

PCSI TI ON STATEMENT: Provided information during discussion of
RPL 05-1-0186.

RHONDA BI LES, Budget Anal yst

Adm ni strative Services

Department of Education and Early Devel opnent ( EED)

Juneau, Al aska

PCOSI TI ON STATEMENT: Provided information during discussion of
RPL 05-1-0186.

LI NDA THI BODEAU, Director

Li braries, Archives & Miuseuns

Depart ment of Education and Early Devel opnent ( EED)

Juneau, Al aska

PCSI TI ON STATEMENT: Provided information during discussion of
RPL 05-1-0186.

PAT DAVI DSON

Legi sl ative Auditor

Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Provided information during discussion of
ot her comm ttee business.

ACTI ON NARRATI VE
8:35:04 AM

CHAIR KEVIN MEYER called the Legislative Budget and Audit
Committee neeting to order at 8:35 a.m Representatives Doogan,
Neurman, and Stoltze (via teleconference), and Senators Myer,
Stedman, and Huggins (via teleconference) were present at the
call to order. Senators Menard and O son (alternate) arrived as
the neeting was in progress. Representative GQuttenberg was al so
i n attendance.

8:36: 05 AM
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Approval of M nutes

8:36: 13 AM

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

8:36:43 AM

SENATOR STEDVMAN made a notion to approve the mnutes of
Septenber 17, 2010. There being no objection, the mnutes from
the neeting of Septenber 17, 2010, were approved.

Revi sed Program - Legislative (RPLs)

8:37:07 AM

CHAI R MEYER announced that the next order of business would be
consideration of RPL 02-11-0070, Commercial Driver's License
| nformati on System Mbderni zati on and Program | nprovenent G ants,
Division of Mtor Vehicles (DW), Departnent of Adm nistration
(D) ; RPL 02-11-0071, Court Appointed Special Advocate (CASA)
Pr ogr am DOA; RPL 05- 1- 0186, Br oadband Technol ogi es
Qpportunities Program (BTOP), Departnment of Education and Early
Devel opnent (EED); RPL 10-1-5031, continuation of Cadastral
Survey Gant, Department of Natural Resources (DNR); and RPL 45-
1- 1102, conbined request for Anerican Recovery and Reinvestnent
Act of 2009 (ARRA) funding, University of Al aska.

8:37:52 AM

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, Alaska State Legislature, with regard to RPL 02-11-
0070, explained that the DOA, on behalf of the DW, is
requesting additional federal receipt authority of $412,450 for
expendi tures under two operating grants - one for $647,490 for
the comrercial driver's license inprovenent program and one for
$264,960 to inprove data quality regarding conmmercial driver's
| i censes. Because the DW' s fiscal year 2011 (FY 11) budget

already contains $500,000 of federal receipt authority, in
anticipation of grant awards, the DW now only needs the
additional federal receipt authority of $412,450. The work

covered by the grants must be conpleted by the end of FY 11 or
future grants could be jeopardized; the "State match" and
mai nt enance-of -effort requirenents can be nmet via the existing
general fund (GF) budget; there are no new positions required;
and the RPL contains no technical problens, he concl uded.
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CHAI R MEYER [al though no notion had been made] ascertained that
there were no objections to approving RPL 02-11-0070.

8:39:42 AM

MR. TEAL, with regard to RPL 02-11-0071, explained that the DOA,
on behalf of the Ofice of Public Advocacy (OPA), is requesting
federal receipt authority of $40,200 for the OPA' s Court
Appoi nted Special Advocate (casa) Program this authority would
al l ow expenditures under two operating grants - one the current
authority for which is $200 short, and one for $40,000. No new
positions would be created, and the RPL contains no technical
probl ens, he concl uded.

CHAI R MEYER [al though no notion had been made] ascertained that
there were no objections to approving RPL 02-11-0071, and
announced that it was approved.

8:41: 01 AM

MR. TEAL, wth regard to RPL 05-1-0186, explained that the
Department of Education and Early Devel opnent (EED), on behalf
of its Libraries, Archives & Miseuns division, is requesting
$5,351,378 in federal ARRA receipt authority, and $709,000 in
statutory designated program receipt authority, for a total
recei pt authority of $6,060,378, which would allow expenditures
- under an operating grant rather than under a nore appropriate

capital grant - to create a network of public conmputers | ocated
in libraries throughout Al aska, a network that would allow
video- and web-conferencing in addition to normal Internet
access. Indicating that RPL 05-1-0186 is sonewhat related to

another RPL the commttee would also be considering, he relayed
that although RPL 05-1-0186's requested authority addresses
operating funds that would be received over a three-year period,
the Legislative Finance Division would prefer that the request
only reflect anticipated spending during FY 11. The EED could
then nore properly address the remaining anounts - for FY 12 and
FY 13 - via a capital request. Essentially, for purposes of
neeting [the Broadband Technol ogies Qpportunities Progranms
(BTOP's)] FY-11 needs, RPL 05-1-0186 1is requesting excess
authority, but it is not yet known just how much in excess the
current request is.

CHAIR MEYER relayed that the commttee would address RPL 05-1-
0186 further, later on in the neeting.
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8:43: 55 AM

MR. TEAL, referring to RPL 10-1-5031, explained that the
Departnment of Natural Resources (DNR), on behalf of its

I nformati on Resource Managenent (IRM section, 1is requesting
$300,000 in federal receipt authority for the continuation of
the Cadastral Survey G ant. No G- nonies would be required, no

new positions would be created, the work is expected to continue
on into FY 13, and the RPL contains no technical problens, he
concl uded.

CHAI R MEYER [al though no notion had been made] ascertai ned that
there were no objections to approving RPL 10-1-5031, and
announced that it was approved.

8:44:45 AM

MR. TEAL, with regard to RPL 45-1-1102, explained that the
University of Alaska is requesting $4,842,399 in federal ARRA
recei pt authority. This request addresses capital funds, and
woul d allow the university to make expenditures for two grants

one in the amount of $297,853 for equipnent to enhance training
for healthcare professionals - nurses; and one in the amount of
$4,544,546 for [increasing] broadband capacity. The latter
grant is somewhat related to the EED s RPL, he indicated, adding
that the purpose of both RPLs is to create a network of public
conputers located in libraries throughout Al aska, a network that
woul d address the needs of those who currently don't have access
to a computer. He concluded by noting that the RPL contains no
t echni cal probl ens.

MR. TEAL, in response to a question, clarified that under the
university's RPL, both of the grants address capital funds, and
indicated that the legislature has approved ARRA funds for
capital grants in the past.

CHAIR MEYER CHAIR MEYER [although no notion had been nade]
ascertained that there were no objections to approving RPL 45-1-
1102, and announced that it was approved.

8:47:55 AM

CHAIR MEYER directed the conmmttee to return its attention to
RPL 05-1-0186.

8:48:41 AM
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SUE SHERI F, Head, Library Devel opnent, Historical Library, State
Li brary, Departnent of Education and Early Devel opnment (EED),
explained that the EED s School Finance and Facilities Section
had suggested that the RPL request funding authority for all
three years, and that roughly 55 percent of the RPL's requested
anount would be used in the first year to cover startup costs
and necessary equi pnent purchases.

8: 50: 00 AM

RHONDA Bl LES, Budget Anal yst, Adm ni strative Ser vi ces,
Department of Education and Early Devel opnment (EED), added that
55 percent of the requested anmount related to ARRA fundi ng woul d
be about $2.9 million for use in FY 11

REPRESENTATI VE NEUMAN expressed concern about the financia
i npact that conplying with the federal requirenents regarding
filters would have on snmall |ibraries.

M5. SHERIF acknow edged that under the federal Children's
Internet Protection Act, filtering is a requirenent when
accepting federal nonies. She went on to point out, however,
that contingent upon the acceptance of "this noney," the EED
woul d be granted [an additional $1,650,000] - over the course of
two years - from the Bill & Mlinda Gates Foundation that's
specifically intended to support "E-Rate" efforts, which address
sust ai nabl e funding by drawing on the "Universal Services Fund";
that within that Bill & Melinda Gates Foundation grant, there is
noney to set up a nodel of filtering that would satisfy the
federal requirenents while still being |ess burdensonme on small
libraries; and that part of the BTOP involves helping those
smaller libraries conmply with the federal requirenents.

REPRESENTATI VE NEUMAN argued that the financial burden on snall
libraries would still be too severe regardl ess.

M5. SHERIF assured him that the EED, too, is quite concerned
about the financial inpact on small libraries; that the thrust
of the project the RPL would address is to provide increased
bandwi dth to those libraries while also mninizing the financial

i npact of conplying wth federal regul ati ons; and that
sufficient technical assistance/training would be provided to
those libraries. In response to a question, she indicated that
in order to receive the aforenentioned Bill & Mlinda Gates

Foundation grant, the EED nust also receive [approval for the
ARRA-funded portion of the RPL], and that that grant would
address the concern rai sed.
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REPRESENTATI VE NEUMAN i ndi cated that he was not confortable wth
approvi ng RPL 05-1-0186.

8:58: 01 AM

M5. SHERIF, in response to a further question, clarified that
the terns of the BTOP grants don't include any provisions for a
partial acceptance or acceptance of just the first vyear's
funding authority. The BTOP would be instituted in a staged
manner such that 25-27 of Alaska's 65 technically-substandard
libraries would be addressed the first year, with the remainder
being addressed in the following years; because of technical
issues, the EED would be wunable to address all of Al aska's
public libraries in just one year.

REPRESENTATI VE DOOGAN expressed disfavor wth appropriating
three years' worth of operating funds.

M5. SHERIF, in response to coments and a question, said she did
not think that the funding would be lost as long as the EED
[ expressed and maintained] the intent to address all the state's

public libraries. Again, she relayed, in requesting authority
for all three years, her section was acting on the advice of
others. She added, "I think initially we were ... just going to

ask for a ... federal cap to be set for the first year."

Expressing interest in working with the legislature on this
issue further, she said that in the near term the EED has to
accept the "first-year" grant noney or |ose both the federal
nmoney and the matching grants; in addition to the grant fromthe

Bill & Melinda Gates Foundation, the Rasnmuson Foundation is
offering a grant of $250,000 over the course of [three] years.
"W have to have sone kind of acceptance ... so that we can

proceed, " she concl uded.

REPRESENTATI VE DOOGAN said he doesn't have a problem with the
BTOP itself, but is not sure about appropriating three years'
worth of operating funds.

9:02: 06 AM

LI NDA THI BODEAU, Director, Li braries, Archives & Miseuns,
Departnment of Education and Early Devel opnent (EED), on the
i ssue of sustainability, clarified that the grant fromthe Bill
& Melinda Gates Foundation is specifically targeted towards
hel ping [the EED] put together a consortiumto apply for E-rate
funds, which would help the libraries continue paying for the
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Internet - the cost of which is high, particularly in rural
Al aska - after the initial three years is up.

SENATOR STEDMAN, expressing disfavor with the ARRA funding
process, indicated that he wasn't confortable with appropriating
three years' worth of operating funds either.

M5. SHERI F expl ained that the match fromthe State is part of an

ongoing item in the operating budget, is relatively smal

conpared with the total anount of the aforenentioned grants, and
is normally spent on simlar library devel opnent projects; the
EED, t her ef ore, woul dn' t be requesting any addi ti onal

appropriations to address the RPL or the BTOP's staffing
requirenents. Approval of the RPL - and thus the BTOP - would
allow for nore robust library training prograns, and do so for a
relatively small expenditure conpared to the total BTOP costs -
whet her for just one year or for all three years.

M5. THI BODEAU concurred, but noted that the State match is
predicated on the continuation of the sanme |evel of
appropriation for the second year of the project.

M5. SHERIF, in response to a question, clarified that although
the BTOP requires the creation of four new, long-term non-
per manent positions, the EED would not be requesting additiona
funding for staff because those positions would be funded by the
af orenenti oned grant, and would cease to exist after the three-
year tinmeframe is up. Furthernore, the hope is that once the
BTOP is set up, the libraries thenselves jointly would be able
to submt a bid for bandw dth, purchase equipnent, and, again,
establish an E-rate consortium

9:10: 56 AM

SENATOR STEDMAN expressed disbelief that those four new
positions woul d ever be done away with once they are created.

M5. SHERIF, in response to a question, said that if no action is

taken on RPL 05-1-0186 wuntil June, 2011, the EED would
essentially lose three-quarters of the project's first-year
[financing] - if not all of the grants entirely - and she

doesn't think that an extension would be possible under the
terms of the BTOP grants.

SENATOR STEDVAN asked her to provide sonething in witing to
that effect.
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M5. SHARI F agreed to do so.

CHAI R MEYER suggested that the commttee delay action on RPL 05-
1-0186 wuntil the next neeting in order to give the EED the
opportunity to provide the commttee with nore information.

M5. SHERIF, in response to comments, reiterated that the Bill &
Melinda Gates Foundation grant would address the concerns
expressed by small libraries about the cost of neeting federa

filtering requirenments. Furthernmore, no library would be
mandated to take part in the BTOP. The goal in seeking approval

of the RPL is to make the Internet services comonly avail able
in libraries in the Lower 48 and in urban areas of Alaska also
available in libraries in rural areas of the state.

REPRESENTATI VE DOOGAN asked Ms. Sharif to also research what
i npact approving only the funding authority necessary for FY 11
woul d have.

M5. SHERIF agreed to do so. In response to a comrent, she noted
that the Alaska State Library [and the Alaska Library
Associ ation (AKLA)] have created a web site, called the "Al aska
Internet Circle of Safety”, that addresses the issues of
Internet filtering, access, and safety as they relate to
children's use of the Internet.

9:18: 47 AM

REPRESENTATI VE STOLTZE asked that the AKLA's witten policy on
filtering al so be provided.

M5. SHERIF, in response to a question, relayed that the
aforenentioned web site also has Ilinks to training videos
produced by other organizations regarding Internet safety for
chi | dren.

SENATOR MENARD expressed favor with approving the aforenmentioned
$2.9 million in ARRA funding for FY 11.

MR. TEAL, in response to a question, explained that there is a
di fference between accepting a three-year grant and authori zing
[three years' worth of] associated expenditures. Speci fically,
the Legislative Budget and Audit Comrittee cannot authorize
three years' worth of expenditures, and because RPL 05-1-0186
pertains to operating grants - rather than to capital grants -
the authorization for expenditures would be restricted to only
t he amount sought for FY 11. One solution would be for the EED
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to revise the RPL such that it only seeks authorization for the
aforenentioned $2.9 million in federal funds for FY 11, and then
come back before the legislature for the FY 12 funding. That
would be the better approach to take, he surm sed, since any
federal authority in excess of what's needed in FY 11 would
sinply | apse and thus not be avail able anyway. Another sol ution
would be for the EED to instead submt a supplenental budget
request for the FY 11 fundi ng.

M5. SHERIF, in response to a comrent, indicated that she would
provide the committee wth the AKLA's witten policy on
filtering.

MR. TEAL suggested that the EED al so provide the commttee with
a breakdown of both the federal ARRA receipt authority and the
statutory designated program receipt authority that would be
required for FY 11 only. Again, any authority in excess of
what's needed for FY 11 expenditures would sinply | apse anyway.

M5. SHERIF indicated that she would strive to provide the
requested information at the conmttee's next neeting.

CHAIR MEYER nmentioned that that would be sonetinme in Decenber
2010.

9:26: 37 AM

CHAI R MEYER [although no notion had been nmade] announced that
the conmttee would postpone action on RPL 05-1-0186, and that
all the other RPLs were approved.

Executi ve Sessi on

9:26: 47 AM

CHAI R MEYER announced that the conmttee would next go into
executive session.

9:27:12 AM

SENATOR STEDVAN nade 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 committee went into
executive session at 9:27 a.m

CHAI R MEYER brought the commttee back to order at 11:06 a. m
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Rel ease of Audits

11: 06: 53 AM

REPRESENTATI VE NEUVAN nmade a notion for the follow ng
prelimnary audits to be released to the appropriate agency for

response: Department of Comerce, Comunity, & Econonic
Devel opnent - special report, Regulatory Comm ssion of Al aska,
FY 09 annual report; Departnent of Comrerce, Community, &
Econom ¢ Devel opnment - sunset review, Board of Dental Exam ners;

Department of Conmerce, Conmunity, & Econonmic Developnent -
sunset review, Board of Barbers and Hairdressers; Departnment of

Commerce, Community, & Econom c Developnent - sunset review,
Board of Nursing; and Departnent of Revenue - special report,
Al aska Natural Gas Developrment Authority. There being no

obj ection, the notion passed.

O her Conmittee Business

11: 07: 55 AM

CHAI R MEYER, under other conmttee business, announced that the
committee would next consider recomended changes to the
Legi slative Budget and Audit Commttee's formal policies and
procedur es.

11: 08:11 AM

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, explained that after review ng
the commttee's formal policies and procedures, she reconmends
two changes to the provisions pertaining to the conmttee's
travel and per diempolicy. The first change would be to insert
| anguage reflecting that the commttee utilizes the federal per
diemrates; it has been the conmttee's |ongstanding practice to
use the federal per diem rates, so this proposed change would
nerely reflect that practice. The second change would be to
delete the references to, and provisions regarding, [short-term
and] long-term per diem when the recommendations of the State
O ficers Conpensation Conm ssion were inplenented, the concept
of long-term per diem went away, so this proposed change
reflects that those references/provisions are no |onger
rel evant.

M5. DAVIDSON, in response to questions and coments, explained

that there has never been an effort to keep the Legislative
Budget and Audit Committee's policies and procedures in line
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with those of the Legislative Affairs Agency;, that her second
recommended change would still allow for sane-day travel -
specifically, commttee nenbers would be entitled to a neal
al l omance at the federal rate for travel away from hone for the
day - though under the new Internal Revenue Service (IRS) rules,
such neal allowances would be taxable; and that the anount of a
meal all owance woul d be dependent upon the amount of tine spent
away from hone.

11:12: 39 AM

REPRESENTATI VE NEUMAN, on the issue of sane-day travel, offered
hi s understandi ng that because he shares an office in Anchorage
wi th another legislator during the interim he isn't entitled to
a neal allowance or travel per diem even though he [doesn't live
in Anchorage and so has to drive 60 mles each way in order to
attend legislative neetings held in Anchorage]. He then
expressed disfavor with always using the federal per diemrates,
and suggested instead that the conmttee only use the federa
per diem rates if they don't decrease [from their current
| evel s].

REPRESENTATI VE STOLTZE, on the latter point, offered his
understanding that adoption of the federal per diem rates,
regardl ess of whether they decrease or increase from their
current levels, was intended to elimnate the need for constant
debate on the issue of what the legislature's per diem rates
shoul d be.

M5. DAVIDSON, in response to a question, ventured that perhaps
Representative Neuman's understanding that he isn't entitled to
rei nbursenent of travel expenses because he has an office in
Anchorage comes as a result of a Legislative Affairs Agency
policy, which mght have been fashioned from the perspective
that generally, enployees aren't conpensated for traveling
between their home and their office. She offered to research
that issue further.

SENATOR MENARD surm sed, then, that reinbursenent for travel and
neal s would be avail able when |egislative business takes place
in a city/towm other than where the |egislator has his/her hone
or office.

V5. DAVI DSON concurr ed. In response to another question, she
relayed that if a nenber of the Legislative Budget and Audit
Commttee travels to attend a Legislative Budget and Audit
Comm ttee neeting, the associ ated expenses would be eligible for
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rei nbursenent by the Legislative Budget and Audit Commttee,

whereas travel expenses associated wth other legislative
busi ness would be eligible for reinbursenent by the Legislative
Affairs Agency. Therefore, if a commttee nenber travels in

order to both attend a Legislative Budget and Audit Conmittee
meeting and conduct other |egislative business, the associated
travel expenses could be eligible for [partial] reinbursenent by
both the Legislative Affairs Agency and the Legislative Budget
and Audit Commttee. She acknow edged that the Legislative
Budget and Audit Conmittee's formal policies and procedures
don't currently address the issue of reinbursenent of gasoline
expenses incurred while traveling to Legislative Budget and
Audit Commttee neetings, and offered to research that issue
further as well.

REPRESENTATI VE DOOGAN noted that in contrast, if Representative
Neuman were to instead fly into Anchorage and rent a car or hire
a cab in order to attend a Legislative Budget and Audit
Commttee, he wuld be eligible for reinbursenent of the
associ at ed expenses.

M5. DAVIDSON, in response to a question, relayed that generally
she deals wth reinbursement issues only when they are
associated with the Legislative Budget and Audit Commttee,
rather than when they are associated with other fornms of
| egi sl ative business. She surmsed that the Legislative Affairs
Agency coul d better address the latter.

11: 20: 25 AM

REPRESENTATI VE NEUMAN made a notion that the conmttee approve
the recomended changes to the Legislative Budget and Audit
Commttee's formal policies and procedures. There being no
obj ection, the notion passed.

11: 20: 42 AM

M5. DAVIDSON, addressing another item under other comittee
business, relayed that the Division of Legislative Audit
underwent a peer review at the end of Septenber and now has what
she called a "clean opinion" stating that the division does
conduct its audits in accordance with professional standards.
Such peer reviews occur every three years, and are conducted by
individuals from federal agencies and other states' audit
of fices.
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CHAIR MEYER, in conclusion, reiterated that the commttee's next
nmeeti ng woul d be in Decenber.

11: 22: 48 AM

ADJ OQURNVENT

There being no further Dbusiness before the conmttee, the
Legi sl ative Budget and Audit Committee neeting was adjourned at
11: 22 a. m
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