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STEVE W LLI AMS, Trust Program O ficer

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

POSI TI ON STATEMENT: Presented RPL 06-10-0010.

FRANK RI CHARDS, Deputy Comm ssioner of H ghways & Public
Facilities

O fice of the Conm ssioner

Department of Transportation & Public Facilities (DOT&PF)

Juneau, Al aska

POSI TI ON STATEMENT: Presented RPLs 01-9-8052, 01-9-8053, 01-9-
8054, 01-9-8055, 01-9-8056, and 25-9-7447.

G NO GRAZI ANO, | nvasi ve Speci es Coordi nat or
Di vision of Agriculture

Departnment of Natural Resources (DNR)

Pal mer, Al aska

POSI TI ON STATEMENT: Presented RPL 01-9-8057.

JOHN “CHRI'S” MAI SCH, State Forester

Di vision of Forestry

Departnment of Natural Resources (DNR)

Fai r banks, Al aska

POSI TI ON STATEMENT: Presented RPL 10-9-5174.

M CHELLE RI ZK, Associate Vice President

Budget

St at ew de Pl anni ng & Budget

Uni versity of Al aska

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Responded to a question regarding RPL 45-9-
1100 and RPL 45-9-1101.

PAT DAVI DSON

Legi sl ative Auditor

D vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

PGSI TI ON STATEMENT: Provided infornation under other commttee
busi ness.

ACTI ON NARRATI VE
1: 34: 10 PM

CHAIR KEVIN MEYER called the Legislative Budget and Audit
Conmttee neeting to order at 1:34 p.m Representati ves
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Dahl strom Hawker, Thomas, Neuman, Doogan, Stoltze (alternate),
and Tuck (alternate), and Senators Meyer, Stedman, Hoffnman, and
Menard were present at the call to order. Senators Huggi ns and
O son (alternate) arrived as the nmeeting was in progress.

APPROVAL COF M NUTES
1: 35: 25 PM

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

REPRESENTATI VE DAHLSTROM nade a notion to approve the m nutes of
March 30, 2009. There being no objection, the mnutes fromthe
neeti ng of March 30, 2009, were approved.

CONTRACTS
1: 35: 42 PM

CHAI R MEYER announced that the next order of business would be
consideration of two itens pertaining to contracts. The first
iteminvol ves an amendnent to Steven Porter’s contract regarding
the American Recovery and Rei nvestnment Act of 2009 (ARRA).

1: 36: 40 PM

REPRESENTATI VE DAHLSTROM nmade a npotion that the commttee anend
the March 4, 2009, contract with Steven Porter to cover the
performance period between February 20, 2009, and February 29,
2009.

CHAIR MEYER objected for the purpose of discussion. He
explained that the proposed contract anmendnent would clarify
that the work M. Porter did between February 20 and 29 should
be charged to M. Porter’s ARRA contract rather than to his
Al aska Gasline I nducenment Act (AG A) contract.

REPRESENTATI VE HAWKER asked for a copy of the docunents
[ associated with those contracts].

The commttee took an at-ease from1:38 p.m to 1:39 p.m

[ The notion to anmend M. Porter’s contract was left pending
until later in the neeting.]
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CHAIR MEYER said the second item pertaining to contracts
i nvol ves a request for proposals (RFP) titled “Econom c Anal ysis
and Modeling for Alaska Natural Gas Taxation”. He noted that at
present, the legislature doesn’'t have a contract w th anyone
capabl e of producing econom ¢ nodeling/analysis data for review
by l|egislators should the adm nistration propose changes to the
State’s natural gas tax regine.

1: 40: 16 PM

REPRESENTATI VE DAHLSTROM nmade a notion that the commttee nove
forward with the RFP process [so that the commttee could be
presented with] a list of the npbst qualified candidates to
consi der for approval.

CHAIR MEYER objected for the purpose of discussion. He
clarified that the RFP would sinply be getting the process
started, and that the goal is to find and hire people with a
simlar |level of expertise as those hired by the adm nistration.

CHAIR MEYER then renobved his objection to the notion, and
ascertained that there were no further objections. [ The notion
was treated as havi ng passed. ]

REVI SED PROGRAM - LEGQ SLATI VE ( RPLS)

1:41: 27 PM

CHAI R MEYER announced that the next order of business would be
consideration of RPL 02-9-0111 - commercial driver’s |icense
i nprovenents and efficiencies, D vision of Mtor Vehicles (DW),
Departnment of Administration (DOA) - for the anmobunt of $702, 880
in federal funds.

1:42:58 PM

REPRESENTATI VE DAHLSTROM nade a notion to approve RPL 02-9-0111
- comercial driver’s license inprovenents and efficiencies -
for the anmount of $702, 880.

CHAI R MEYER obj ected [for the purpose of discussion].

1:43: 33 PM

KERRY HENNI NGS, Acting D rector, D vision of Mtor Vehicles

(DW), Departnent of Admi nistration (DOA), explained that this
funding would be provided by the Federal Mdtor Carrier Safety
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Adm nistration (FMCSA), and would be used to upgrade Al aska’s
commercial driver’s license (CDL) program so as to remain in
conpliance with federal regulations. The DW's CDL program is
directly tied to the federal highway dollars that fund nany of
the state’s road inprovenent projects. She enphasi zed that the
funding authorized by the RPL is in no way related to the
federal REAL 1D Act of 2005. She asked that RPL 02-9-0111 be
approved so as not to jeopardize Alaska' s conpliance with the
FMCSA or the state’'s federal highway funding. In response to
guestions, she explained that federal regulations require the
state to notify drivers endorsed for hazardous nmaterials
(HAZMAT) 60 days before their license expires, but the DW has
no way to do that at this tine, and so the funding authorized by

the RPL will be used for “an electronic fix” and for tracking
the nedical certifications of such drivers; once established,
the new system will generate a letter notifying drivers of what

they need to do to keep their license current.

CHAI R MEYER renoved his objection, ascertained that there were
no further objections, and announced that RPL 02-9-0111 was
approved.

1:46: 07 PM

CHAI R MEYER announced that the next order of business would be
consideration of RPL 06-10-0010 - Alaska Mental Health Trust
Aut hority ( AMHTA) det oxi fication and t r eat ment capacity
alternatives, Division of Behavioral Heal th, Departnent of
Heal t h and Social Services (DHSS) — for the amobunt of $50,000 in
Mental Health Trust Authority authorized receipts (MHTAAR).

1:46: 24 PM

STEVE WLLIAMS, Trust Program Oficer, Al aska Mental Health
Trust Authority (AVHTA), explained that the $50,000 MHTAAR
funding authorized by RPL 06-10-0010 would contribute to an
ongoing project involving the Cty of Bethel, the Yukon-
Kuskokwi m Heal th Corporation (YKHC), and the DHSS; this funding
woul d be used to inprove the continuum of treatnent services in
Bethel, which a few years ago began experiencing a nunber
substance abuse issues that are now being addressed by the
af orenenti oned groups and ot her comunity stakehol ders.

SENATOR HOFFMAN, in response to a question, expressed his belief

that those efforts have nmde a great inprovenent in the
subst ance abuse problens in Bethel.
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1:49: 26 PM

REPRESENTATI VE DAHLSTROM nmade a notion to approve RPL 06-10-0010
- Alaska Mental Health Trust Authority (AWVHTA) detoxification
and treatnent capacity alternatives — for the anmount of $50, 000.
There being no objection, RPL 06-10-0010 was approved.

CONTRACTS
1: 49: 50 PM

CHAIR MEYER turned the committee’'s attention back to the notion
to anend Steven Porter’s contract, and indicated that the
contract would be anended to account for $6,125 for 24.5 hours
of work. He renmoved his objection to the npotion, ascertained
that there were no further objections, and announced that the
noti on passed.

REVI SED PROGRAM - LEG SLATI VE ( RPLS)
1: 51: 39 PM

CHAI R MEYER turned the conmittee’s attention to [RPLs 01-9-8052,
01-9-8053, 01-9-8054, 01-9-8055, 01-9-8056, and 25-9-7447] from
the Departnent of Transportation & Public Facilities (DOT&PF)
regardi ng various [highway] projects. Speaking to the DOT&PF s
representative, he offered his understanding that “we have sone

extra noney because ... [sone] projects, apparently, are com ng
in [at] less than was anticipated, and ... now you want to use
that noney on other projects.” This raises concern, however,

because these other projects have not been vetted before the
| egi slative finance conmttees, and neither has the Legislative
Budget and Audit Commttee had sufficient time to review the
departnent’ s proposed RPLs.

1:53: 44 PM

FRANK RI CHARDS, Deputy Conm ssioner of H ghways & Public
Facilities, Ofice of t he Comm ssi oner, Depart ment of
Transportation & Public Facilities (DOT&F), explained that a
new paradigm in the construction bidding environnent has
resulted in substantially |ower construction costs - 25-50
percent |lower - for the projects that were brought before the
| egislature |last session; this left the departnment with “under-
appropriated” funding to spend on other [highway] projects that
would still neet the ARRA's deadline of June 29, 2009, though
the state’'s federal highway counterparts require all project
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paperwork to be submitted by June 17, 2009. The anpunt that
nmust be obligated by June 17 is about $61.5 nmillion, but the
departnent currently expects only being able to obligate about
$52 mllion, leaving approximately $9 mllion in jeopardy. | t
is somewhat critical, therefore, that the RPL's get approved so
as to allow the departnent to be able to capture that $9
mllion.

MR. RICHARDS relayed that a spreadsheet in nenbers’ packets
titled “ARRA (Cbligations to Date — 6/1/2009 (Subject to 50% by
6/ 17 deadline)” illustrates that the departnent is expecting to
have an available cash reserve of about $32.9 nillion. I n
contrast, the DOT&PF s proposed RPLs with the ARRA as a fund
source total about [$34.77 million], and the hope is that those
funds can be captured. Al of the RPLs’ projects except for one
— that being [a new] denn H ghway resurfacing project, RPL 01-
9-8054 - have previously been presented to the legislature via
the governor’s budget. Wth regard to [RPL 01-9-8054], he
indicated that the departnment hopes to be able to use ARRA
funding to expand the existing denn H ghway projects that have
al ready been approved by the |egislature.

The committee took an at-ease from2:02 p.m to 2:08 p. m
2:08: 06 PM

CHAIR MEYER indicated that nenbers want additional tine to
investigate whether there mght be other projects that they
woul d prefer the department to pursue instead of those listed in
the departnment’s RPLs, and suggested that the conmmttee put off
the question of whether to approve those RPLs until June 15,
20009.

MR. RICHARDS explained that on a daily basis, the state’'s
federal highway counterparts have been pressuring the departnent
to obligate ARRA funds as soon as possible, and expressed
concern that if the state doesn't act quickly enough, the
federal governnent might instead decide to sweep away the
aforementioned $9 million that’'s in jeopardy. He asked the
committee to at |east consider approving [RPL 01-9-8054] since
the [previously approved denn H ghway projects] cane in
significantly under what was anticipated; approving [RPL 01-9-

8054] would allow the departnment to “capture ... that project,
proceed with it, and then nmeet our 50 percent obligation.” He
added, “This 1is truly the target deadline, and the great
guillotine over our collective necks.” In response to a

question, he acknow edged that delaying approval of the
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department’s RPLs until June 15 would still allow the departnent
to neet the aforenentioned June 17 deadli ne. In response to
coments, M. Richards agreed to provide nenbers and their staff
with whatever information and assistance is necessary sSo as not
to mss the federal deadline.

REPRESENTATI VE HAWKER offered his understanding that the
“original capital allocation” incorporated careful regional

bal anci ng, whereas the projects proposed by the departnment’s
RPLs have not wundergone such a balancing, and this causes him
concern.

MR. RI CHARDS i ndi cated that the ARRA fundi ng process has not and
will not allow for such.

CHAIR MEYER relayed that the commttee would postpone taking
action on the [DOT&PF s] RPLs J[until the commttee’ s next
neeti ng] .

CHAI R MEYER turned the commttee’'s attention to RPL 01-9-8057 -
eradi cation of spotted knapweed from known |ocations in Al aska,
Department of Natural Resources (DNR) - for the amount of
$100, 000 i n ARRA fundi ng.

2:19: 55 PM

G NO GRAZI ANG, | nvasi ve  Species Coordi nator, Division of
Agriculture, Departnent of Natural Resources (DNR), in response
to a question, offered his wunderstanding that a delay in
approving RPL 01-9-8057 would probably not conprom se the DNR s
ability to secure the ARRA funding but it would probably
conpromise the DNRs ability to inplenent the project because
the DNR is attenpting to coordinate the project with several
different entities around the state. Approval of the RPL at
this time would therefore be preferable because the biology of
the plant is such that hiring personnel for the project and
maki ng travel arrangenents ought to begin by md-June, early
July; in other words, the sooner the RPL is approved, the
better.

SENATOR STEDVAN pointed out that the information on this RPL was
not provided to the commttee in a tinely matter.

CHAI R MEYER concurr ed.

CHAIR MEYER then turned the conmttee’'s attention to [RPL 10-9-
5174 - forestry and fire economc stinmulus, fire fuels and
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forest nanagenent, Departnent of Natural Resources (DNR) - for
the amount of $4,530,000 in ARRA funding and statutory
desi gnat ed program receipts].

2:23: 06 PM

JOHN “CHRIS” MAISCH State Forester, Division of Forestry,
Department of Natural Resources (DNR), explained that all the
projects RPL 10-9-5174 pertains to are conpetitive projects that
the U S. Forest Service is releasing in stages, and that there
is a lot of pressure from both the federal governnent and other
states for Alaska to nove pronptly on those projects or risk
having the funding swept away. The projects are for the
mtigation of hazard fuels in various comunities around the
state, so the sooner these projects can get underway, the
better, and the departnent is ready to nove forward with them
once it receives legislative authority to do so.

CHAIR MEYER questioned what would happen wth the federal
funding if the commttee del ays approving the RPL until June 15.

MR. MAISCH said that’s difficult to answer because the federa
government has been anbi guous with regard to when it m ght sweep
funding away from projects if 1it’s not seeing sufficient
progress by the state. He ventured his belief that the state
woul dn’t |ose the funding [before] June 15, but declined to
guarantee it.

CHAIR MEYER remarked that the commttee hasn’'t been given
sufficient tinme to reviewthis RPL

MR MAISCH, in response to questions, explained that for the
nost part, when the departnent submtted its projects for
funding, it used community wildfire protection plans; that none
of the funding for the projects that have been awarded can be
used for the Federal Excess Personal Property (FEPP) program
that no general fund (GF) nonies have been dedicated to these
projects; and that Alaska is one of only 24 states that will be
receiving this type of funding.

2:27:21 PM

REPRESENTATI VE STOLTZE turned the committee’s attention back to
RPL 01-9-8057 regarding the DNR s spotted knapweed eradication
project, and expressed a preference for approving that RPL as
soon as possible so as not to jeopardize the project’s success —
better not to wait until the plant has gone to seed.
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SENATOR HUGGE NS concurred, and opined that regardless of how
little tine the commttee has had to review the DNR s RPLs,
neither of them ought to be delayed - both pertain to tine-
sensitive projects, one addressing an invasive plant species and
the other addressing fire hazards and public safety.

2: 30: 16 PM

MR. MAISCH, in response to questions, explained that all of the
projects pertaining to the mtigation of hazard fuels were
proposed by the communities thenselves and thus have public
support, and that the Al aska Interagency Fire Managenent Plan
addresses issues affecting the entire state whereas conmunity
wildfire protection plans address issues at the |ocal |evel.

REPRESENTATI VE HAWKER opined that the commttee should only
approve the RPLs that Governor Palin has taken the tinme to
explain to nmenbers personally prior to the neeting.

2:33: 04 PM

CHAIR MEYER turned the committee’s attention to RPL 45-9-1100 -
thermal state of permafrost, University of Alaska - for the
amount of $859,861 in ARRA funding; and RPL 45-9-1101 -
University of Alaska Fairbanks (UAF) Al aska Region Research
Vessel, University of Alaska — for the anpbunt of $32.07 mllion
i n ARRA fundi ng. He asked what inpact delaying action on these
two RPLs woul d have on the university.

M CHELLE RIZK, Associate Vice President, Budget, Statew de
Pl anning & Budget, University of Alaska, said a delay wouldn't
have any inpact on the university because RPL 45-9-1100 and RPL
45-9-1101 would just increase the level of stinulus funding for
the aforenentioned projects, which already have sone funding in
pl ace.

The commttee took an at-ease from2:35 p.m to 2:41 p. m

CHAI R MEYER rel ayed that the comrittee would delay taking action
on the DOT&PF' s RPLs and the University of Alaska’s RPLs until
the conmttee’s next neeting on June 9, 20009. He then
recomended that the conmttee take action on the DNR s RPLs.

SENATOR HUGA NS suggested that the conmttee send a letter to
the DNR advising it that in the future the commttee would
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appreci ate being presented with RPL infornmation at the earliest
opportunity.

2:43:54 PM

REPRESENTATI VE DAHLSTROM nade a notion to approve RPL 01-9-8057
— eradication of spotted knapweed from known |ocations in
Al aska, [Departnment of Natural Resources (DNR)] — for the anount
of $100,000; and RPL 10-9-5174 - forestry and fire economc
stimulus, fire fuels and forest managenent, [Departnent of
Nat ural Resources (DNR) — for the amount of $4,530,000]. There
being no objection, RPL 01-9-8057 and RPL 10-9-5174 were
approved.

EXECUTI VE SESSI ON
2:45: 56 PM

REPRESENTATI VE DAHLSTROM made a notion to nobve to executive
session for the purpose of discussing confidential audit reports
under AS 24.20.301, and for the purpose of discussing issues
related to staff pay and status. There being no objection, the
committee went into executive session at 2:46 p.m

CHAI R MEYER brought the commttee back to order at 4:22 p.m
RELEASE OF AUDI TS
4:22:41 PM

REPRESENTATI VE HAWKER nmade a notion for the final audit of the
Depar t ment of Adm ni stration ( DOA) and Depart ment of
Transportation & Public Facilities (DOT&PF), Select Information
system Security Controls, dated 3/9/2009, to be released to the
public, and for [that release] to follow the precedent set by
“part one of the audit.” There being no objection, the notion
passed.

4:23:43 PM

REPRESENTATI VE HAWKER made a notion that the special report on
the University of Alaska, unit cost analysis, part 3, distance
education, be released to the appropriate agency for response.
There being no objection, the notion passed.

OTHER COWM TTEE BUSI NESS
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4:24:15 PM

CHAIR MEYER, under other conmttee business, relayed that no
action — other than discussion - was taken with regard to the
personnel issue discussed during the executive session.

REPRESENTATI VE NEUMAN, under other comm ttee business, referred
to a past request for an audit of the Al aska Natural Gas
Devel opnent Aut hority ( ANGDA) , ment i oned sonme appar ent
di screpancies wthin that or gani zati on, noted that t he
| egislative auditor has provided the conmttee wth sone
prelimnary information, and suggested that the commttee take
this issue up at its next neeting.

CHAIR MEYER indicated that the commttee would do so at its
nmeeti ng on August 14, 2009.

SENATOR HUGGE NS offered his understanding that the ANGDA “is
under a spendi ng noratorium”

4:27:52 PM

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, said she is not sure about
that, adding that thus far she has only reviewed the ANGDA s
past three financial audits.

SENATOR HUGGE NS indicated that he, too, is questioning sone of
the actions of the ANGDA

4:28:48 PM

REPRESENTATI VE THOVAS, under other conmttee business, said he d
like to be able to have soneone other than hinself or his own
staff sign for his audit reports. He spoke of an instance
wherein he’'d attenpted to have the chair’s conmttee aide sign
for his reports but division staff was unwilling to accept such
an arrangenent. He questioned whether a notion to change the
current procedure would be in order.

M5. DAVI DSON explained that the commttee’s current procedure
regarding the distribution of confidential reports is intended
to pr ot ect | egi sl ators from viol ating t he State’s
confidentiality requirenents. She relayed that had it been she
who'd been attenpting to deliver the reports, she mght have
accepted such an arrangenent as long as both the chair’s
conmttee aide was willing to sign for receipt of the reports
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from division staff and Representative Thomas or his own staff
was willing to sign for receipt of the reports fromthe chair’s
commttee staff. In this way, all parties would have been
taki ng personal responsibility for the receipt of the reports
and could then be held accountable for naintaining their
confidentiality. She indicated that a notion to formally change
the current procedure is probably not necessary as long as the
chair’s conmmttee aide wuld be wlling to take on the
af orenenti oned responsibility on behalf of other |egislators;
the division can acconmobdate such an arrangenent as |ong as,
whenever a confidential report passes from one set of hands to
anot her, paperwork is signed so that the question of who is
responsible for maintaining confidentiality at any given tine
can be tracked.

REPRESENTATI VE THOVAS questioned whether the chair’s conmttee
aide could sinply be considered one of his staff too since he is
a menber of the commttee.

CHAI R MEYER, after ascertaining that his conmttee aide would be
willing to sign for confidential audit reports on behalf of
ot her nenbers, cautioned him to be certain of the identity of
t he people to whom he then delivers the reports.

4:32:09 PM

CHAIR MEYER, wunder other commttee business, noted that AS
24.20.206(5) says in part that the Legislative Budget and Audit

Commttee shall “provide for an annual post audit and annual
operational and performance evaluation of the Al aska Permanent
Fund Corporation investnents and investnent prograns”. He

relayed that it recently conme to his attention — via a newspaper
article - that the Al aska Permanent Fund Corporation (APFC) has
adopted a new investnent strategy, and opined that the conmttee
ought to have been inforned of such a change by the APFC
directly rather than via the press. The APFC, therefore, wll
be requested to cone before the conmttee at its August 14
nmeeting to discuss this new i nvestment strategy.

SENATOR STEDMAN suggested that a recent article in Pension &
| nvestnents on this topic ought to be distributed to nmenbers.

CHAI R MEYER agreed to do so.

4:35:12 PM
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ADJ OURNVENT

There being no further business before the comittee, the
Legi sl ative Budget and Audit Committee neeting was adjourned at
4:35 p.m
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