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MVEMBERS PRESENT

Senat or Kevin Meyer, Chair

Representative M ke Hawker, Vice Chair (via teleconference)
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Senat or Charlie Huggi ns

Senator Bert Stednan

Representative Mark Neuman (via tel econference)
Representative Bill Stoltze

Representative Bill Thonmas
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COW TTEE CALENDAR

APPROVAL OF M NUTES

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

RELEASE OF FI NAL AND PRELI M NARY AUDI TS
OTHER COW TTEE BUSI NESS

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REQ STER

DAVI D TEAL, Legislative Fiscal Analyst

Legi sl ative Finance Division

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Provided information regarding the RPLs.

CRAI G TI LLERY, Deputy Attorney General
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Civil Division

O fice of the Attorney General

Depart ment of Law (DQOL)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified on RPL 08-1-0248

CATHY SHERMAN, Li brarian

Cty of Cordova

Cordova, Al aska

POSI TI ON STATEMENT: Testified briefly on RPL 08-1-0248.

ACTI ON NARRATI VE
2:14: 10 PM

CHAIR KEVIN MEYER called the Legislative Budget and Audit
Committee neeting to order at 2:14 p.m Represent ati ves
Stoltze, Thomas, Doogan, and Hawker (via teleconference), and
Senators Meyer, Hoffman, and Huggins were present at the call to
order. Senator Stedman and Representatives Neuman (via
tel econference), Chenault (alternate), and Tuck (alternate)
arrived as the neeting was in progress.

Approval of M nutes

2:16: 24 PM

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

2:16: 33 PM
REPRESENTATI VE STOLTZE nmade a notion to approve the mnutes from

the Cctober 29, 2010, neeting. There being no objection, the
m nutes fromthe Cctober 29, 2010, neeting were approved.

Revi sed Program - Legislative (RPLs)

2:16:59 PM

CHAI R MEYER announced that the next order of business would be
consi deration of RPLs. The commttee will consider RPL 04-1-
1037, Mental Health Trust Authority, Departnent of Revenue
(DOR) ; RPL 05-1-1086, Broadband Technol ogies Opportunities
Program (BTOP), Departnment of Education and Early Devel opnent
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( DEED) ; RPL 08-1-0248, Cordova Community Center Facility,
Department of Commerce, Community, and Econom c Devel opnent
( DCCED .

2:17: 29 PM

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, Alaska State Legislature, with regard to RPL 04-1-
1037, explained that the Mental Health Trust Authority,
Departnment of Revenue (DOR), has requested $125,000 for an
Al cohol Abuse Program officer. The funding of $125,000 |isted

is incorrectly as all Mental Health Trust Adm nistration
Receipts (MHT Admin) but the backup is correct, which lists
$40, 000, and reflects the anount approved by trustees. The

$85,000 in Statutory Designated Program Receipts would cone from
the Rasmuson Foundation and the Mat-Su Health Foundation, who
have committed to funding $65, 000 and $20, 000, respectively.

MR. TEAL, in response to Chair Meyer, wth regard to RPL 04-1-
1037, agreed the anount funding source should be corrected to
reflect $40,000 in Mental Health Trust Admnistration Receipts
(MHT Admin) and $85,000 in Statutory Designated Program Receipts
for a total of $125, 000. He said he was unsure how the error
ar ose.

2:19:41 PM

SENATOR HUGGE NS nmade a notion to anend RPL 04-1-1037, to reflect
$40, 000 funding source from Mental Health Trust Adm nistration
Recei pts and $85,000 from Statutory Designated Program Receipts.
There being no objection, the notion to anend the RPL passed.

CHAIR MEYER, after ascertaining that there were no further
obj ections, announced that RPL 04-1-1037, as anended, was
appr oved.

2:20: 38 PM

CHAI R MEYER brought up the next RPL, RPL 05-1-1086, Broadband
Technol ogies  Qpportunities Program (BTOP), Depart ment of
Educati on and Early Devel opnent (EED).

VR. TEAL explained RPL 05-1-1086, Broadband Technol ogi es
Qpportunities Program (BTOP), Departnment of Education and Early
Devel opnent (EED). He referred to page 3 of the RPL, noting the
RPL was reviewed at the Cctober 29th LB&A neeting and was held
over pending agency response to several policy questions and to
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consider the funding to avoid asking for all three years of
funding in the first year of the grant. He noted that since it
is an operating grant the funding would |apse at the beginning
of the year. He reconmended the conmittee's first action be to
amend the funding to $2,432,400 of Anerican Recovery and
Rei nvest ment Act of 2009 (ARRA) funds and $1,028, 155 of SDPR
for a total of $3,460,555, and noted that the total does not
change. The agency responses are attached, beginning on page 3
of the RPL, he stated.

CHAIR MEYER relayed that the conmttee would address RPL 05-1-
1086 further, later on in the neeting, at which tine the
commttee could take up the suggested anendnent. He recalled
that sonme Departnment of Education staff has been neeting with
| egi sl ators.

REPRESENTATI VE STOLTZE suggested it would also probably be nore
rel evant to discuss policy questions first, since it would noot
to discuss the policy questions once the commttee has voted on
the level of funding. He voiced concern about the letter of
response facilitated by the state librarian and the Al aska State
Li brary Association (AKLA), and specifically stating that he had
been underwhelnmed by the response to the specific concerns
expressed by |egislators.

CHAIR MEYER reaffirmed that RPL 05-1-1086 would be held until
later, noting that the policy questions could be discussed and
subsequent|ly the pendi ng anendnent woul d be taken up.

2:23: 30 PM

CHAIR MEYER brought wup the next RPL, RPL 08-1-0248, Cordova
Community Center Facility, Commerce, Community, and Econom c
Devel opnent ( DCCED) .

MR. TEAL explained that for RPL 08-1-0248, the DCCED was
requesting $7,508,393 of Exxon Valdez QI Spill Trust nonies,
and $11,607 of Statutory Designated Program Receipts (SDPR) for
the purpose of adding an FY 11 Capital Project for a new Exxon
Valdez G| Spill (EVOS) facility in Cordova. He stated that the
facility would conbine admnistrative functions: a conference
center, a public education facility including a nuseum and
library, as well as provide for an information center. The
request will cover approximately one-third of the overall cost
of the facility, estimated at $22 million. The Exxon Valdez G|
Spill Trustee Council (EVOSTC) approved the funding in early
Novenber 2010. If this funding is approved, the funding would
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go through the DCCED as a grant to the City of Cordova. The RPL
has been revised from the original submtted by the Governor's
office to add $500,000 in interest, which may be earned on the
Exxon Valdez Ol Spill Settlenment (EVOSS) nonies as transferred
over, plus it wuld put in $11,607 of SDPR to cover the
adm nistrative costs of the departnent and is expected from the
Cty of Cordova.

CHAI R MEYER recognized that Rep. Chenault joined the neeting,
noting that he is an alternate. He reported that Representative
Neuman has also joined the neeting via teleconference. He
reported that the RPL for the Cordova facility is under
consi der ati on.

2:25:58 PM

REPRESENTATI VE STOLTZE asked whether there was any urgency to
approve this request since this neeting falls just prior to the
| egi sl ative session, and why this request cannot be part of the
upcom ng budget process.

MR. TEAL responded that the sanme question was posed by the
Division of Legislative Finance. The answer was that the sense
of urgency stens from the City of Cordova's desire to be
reinbursed for costs which they have incurred. However, he
pointed out there is already $4 mllion in general fund nonies
in this capital project that could be used to reinburse the City
of Cordova for its expenditures. He suggested asking the
requesting agency the reason for the urgency, since Legislative
Finance tends to agree there is not any urgency given the $4
mllion general fund noni es.

SENATOR STEDVAN reiterated Representative Stoltze's remarks. He
thought that the project mght be tinme-sensitive to the

comunity, but still would require justification since the
request falls close to the normal |egislative appropriation
cycl e.

CHAI R MEYER suggested RPL 08-1-0248 could be held, but asked if
t here was anyone fromthe agency that could answer the question.

CHAIR MEYER clarified for the public, reporting that the
cormittee has held over two RPLs, RPL 05-1-0186, Broadband
Technol ogi es Cpportunities Program Departnent of Education and
Early Devel opnent (EED), but the Mental Health Trust Authority
RPL 04-1-1037 was approved. The conmmttee is currently on RPL
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08-1-0248, the Cordova Comrunity Center Facility, Departnent of
Commerce, Comrunity, and Econom c Devel opnment (DCCED).

2:29:39 PM

CRAIG TILLERY, Deputy Attorney General, Cvil Dvision, Ofice
of the Attorney General, Departnent of Law, stated that he also
serves on the Exxon Valdez G| Spill Trust Council (EVOSTC) and
serves as legal counsel to that body. He explained that the
Exxon Val dez nonies would give back to the community, noting the
City of Cordova can receive over $7 mllion, plus interest, not
to exceed one-third of the project costs for the comunity
center. Thus far, the Gty of Cordova has put sonme funding into
this proj ect, i ncl udi ng for pl anni ng. Addi tionally,
groundbreaking on the Cordova Center began in the sumrer of
2010, foundations have been dug, and concrete has been poured.
Over the winter, steel wll be purchased for the project, he
sai d.

MR, TILLERY advised that it would be financially beneficial for
the City of Cordova to repay itself for past expenditures
eligible for reinbursenent from the Exxon Valdez GO Spill
(EVOS) funds since the noney will earn interest and wll be
directly attributable to the project. If the funds are del ayed
and not available until April or My, or the l|lack of approval
for EVOSS funding will nmean the city would | ose that anount of
noney. He described it as a snmall project on a tight budget and
that this amount of noney could nmake a difference. The second
reason is that sonme fundraising still needs to be done, and
obtaining one-third of the funding would help considerably [to
denonstrate conm tnent] when raising nmoney from private
f oundat i ons. It would be appropriate in the context that the
| egi sl ature already approved this project, in essence with two
previ ous appropriations. Further, this noney is not funding
that the state legislature needs to be concerned about or
bal ance agai nst other needs of the state since it is EVOS Trust
Recei pts funds. He remarked that the Exxon Valdez QI Spill
Trust Council (EVOSTC) could also take the funding back and
redirect it, which the legislature could approve or disapprove.
He concluded that the RPL request is appropriate at this tine
for these reasons.

SENATOR STEDVMAN asked for dollars on the opportunity cost on the
anmount .

REPRESENTATI VE STOLTZE pointed out that the administration is
not going to be concerned about appropriation prerogatives.
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2:34:37 PM

REPRESENTATI VE DOOGAN asked whether the RPL represents a third
of the cost of the Cordova Community Center Facility.

MR. TILLERY agreed, noting that the EVOSTC has agreed to fund $7
mllion plus interest up to one-third of the project cost. The
total budget for the project is approximately $21 nillion.

REPRESENTATI VE DOOGAN related his understanding that the state
appropriation is $4.5 mllion, and that this RPL request would
provi de an additional $11 mllion for the Cordova project.

MR. TILLERY clarified that the state general fund portion is
$4.5 mllion. The additional $7 mllion in funding is
indivisibly joint state/federal funding, he stated. He remarked
that he has been working on this for several years, which he
characterized as a lengthy and difficult process and requires
approval of the federal agencies, in particular the US.
Department of Justice (USDQJ). He stated that the final signoff
by the USDJ occurred about six weeks ago.

REPRESENTATI VE DOOGAN rel ated that about two-thirds of the noney
is spoken for, but he also recalled earlier testinony that the
City of Cordova is still fund raising for the project.

MR. TILLERY referred to a letter in the packet to fromthe Cty
of Cordova to the EVOSTC that describes the status of the
f undi ng. Basically, the City of Cordova contributes $1.7
mllion, federal and state sources $16 mllion, and the
foundations $1.2, for a total secured and projected $21.7
mllion, with the current project budget set at $21.3 nmillion
he summari zed.

REPRESENTATI VE DOOGAN recapped that the total project cost is
estimated at $21 mllion, that if the RPL is approved, would
represent one-third of the costs, plus unspecified funds. He
said that there seens to be a substantial hole in the budget and
wondered why the state is funding the first $7.5 mllion instead
of the last $7.5 mllion.

MR. TILLERY related his wunderstanding that $19 nllion is
secured funding, which is the vast majority of the overall cost
of $21 mllion. The legislature's funding hel ped acquire the
EVOS funds, and the EVOS funding nmakes it possible to go the
Rasnmuson Foundation, and other foundations to request the fina
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funding. He offered his belief that the EVOS fundi ng provides a
bit of a tipping point to obtain the remaining funding for the
project, which in reality is not that nuch, according to the
information fromthe City of Cordova.

2:39:41 PM

CATHY SHERMAN, Librarian, Gty of Cordova, stated that there is
a relatively small anount remaining |ocal fundraising. The
remai nder of the funding required is about $2.5 to $3 mllion,

and have begun conversations wi th foundati ons have begun.

REPRESENTATI VE HAWKER shared his concerns about the timng of
the request. The commttee's protocol has been to not "trunp"
the regular budget process, yet to recognize that sonetines
there are conpelling reasons for an RPL. Represent ati ve Thonas
represents Cordova and he val ued his opinion on the timng.

REPRESENTATI VE THOVAS rel ated that he viewed this as part of the
heal i ng process of the Exxon Valdez oil spill catastrophe, which
devastated the community of Cordova, which is why he has worked
hard on this project. He offered that articles in background
materials point out that the conpensation to fishernmen is |ess
than one-fifth of what they expected to receive. He expl ai ned
that about 2,500 people live in the comunity and they are
trying to rebuild their econony. This community is the second
largest in his district. He related that fishernmen, including
him received paynents that represent a pittance. He urged
nmenbers to nove forward with this request. He rem nded nenbers
that this process has taken years to resol ve.

REPRESENTATI VE HAWKER asked M. Tillery the reason this request
was not included | ast year's capital budget.

MR.  TILLERY answered that EVOSS did not have approval, that
while the EVOS Trustee Council approved this over two years ago,
the U'S. Departnment of Justice (DQJ) had not signed the
necessary papers to allow disbursenent from the investnent

account . He related that he spent the last two years working
with the USDQJ trying to resolve issues. The resolution was
only recently signed, and the noney was not disbursed until the

resol ution signed on Novenber 3, 2010. Thus, this was the first
opportunity to bring this matter forward to the Legislative
Budget and Audit Conmttee.

REPRESENTATI VE HAWKER clarified that he is out of state and did
not have access to the docunents, for which he apol ogi zed.
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REPRESENTATI VE STOLTZE stated that this is a nmuch better EVCS
project and much better | egacy project than sone.

REPRESENTATI VE NEUMAN offered his belief that it is fairly
inportant to get this noney noving, that it is pretty critical
to do so prior to the construction season. He thought if the
RPL was held and it went through the regular budget process it
m ght take until July before the community woul d get funding.

SENATOR MEYER renoved his objection. There being no further
obj ection, RPL 08-1-0248 was approved.

2:47: 59 PM

CHAI R MEYER announced that the |last RPL not approved, that had
been held over from last nonth, would be taken up: RPL 05-1-
1086, Broadband Technol ogies Opportunities Program (BTOP),
Departnment of Education and Early Devel opnent (EED).

REPRESENTATI VE STOLTZE stated that he previously expressed his
concerns at the last neeting. He noted that he has had problens

with state library responses. He asked specific questions and
received a lecture on the First Anmendnent, which was a chiding
letter. He related that he has had disagreenents previously.

He has respect for the Rasnuson Foundation. He said that he did
not wi sh to i npede the progress.

CHAI R MEYER agreed numerous questions arose at the |ast LB&A
nmeeting; pointing out the Rasnuson Foundation has subsequently
met with himand other |egislators to answer questions.

REPRESENTATI VE NEUMAN stated that he, too, still has concerns.
He related that he spoke to several librarians in his district.
The EED has been working with them but he maintained concern
that the public does not have access to information that

concerns our governnent. He said he supports the efforts of
sone of the foundations and would Ilike to inprove rural
libraries.

REPRESENTATI VE DOOGAN asked whether the whole anpbunt would be
advanced or just the current year's anount.

CHAIR MEYER recalled the total would be $3.46 nillion, with $2.4

from the Anmerican Recovery and Reinvestnent Act of 2009 (ARRA)
funds and $1 million in Statutory Designated Program Receipts.
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MR. TEAL concurred.
2:53: 02 PM

REPRESENTATI VE STOLTZE nmade a notion to amend RPL 05-1-1086 to
read $2,432,400 in ARRA funds (stimulus), $1,028,155 in SDPR
program receipts for a total of $3,460,550. There being no
obj ection, the anmendnment was adopt ed.

CHAI R MEYER advi sed that RPL 05-1-1086 was before the comm ttee.
There being no further objections, RPL 05-1-1086, Broadband
Technol ogies  Qpportunities Program (BTOP), Depart ment of
Educati on and Early Devel opnment (EED) was approved, as anended.

2:54: 38 PM

REPRESENTATI VE STOLTZE made a nmotion to go into executive
session for the purpose of discussing confidential audit reports
under AS 24.20.301. There being no objection, the conmttee
went into executive session.

3:55:57 PM

CHAI R MEYER brought the commttee back to order at 3:55 p. m

Rel ease of Final and Prelimnary Audits

3:56: 01 PM

REPRESENTATI VE DOOGAN nade a notion to nove the follow ng
prelimnary audits be released to the departnent for response:
Department of Commerce, Community, and Econom c Devel opnent
(DCCED), Report, Regulatory Conmm ssion of Alaska, FY 09 annual

report; Depart ment of Commer ce, Communi ty, and Econonic
Devel opnent, Board of Dental Exami ners - sunset review,
Departnment of Comrerce, Community and Econonic Devel oprent,
Board of Barbers and Hairdressers, - sunset review, Departnent
of Comrerce, Community, and Econom c Developnent, Board of
Nursing, - sunset review, Departnent of Revenue, Al aska Natura
Gas Devel opnent Authority - special report. There being no

obj ection, the notion passed.
3:57: 06 PM

REPRESENTATI VE DOOGAN nade a notion to nove the follow ng
prelimnary audits be released to the agencies for response:

BUD COWM TTEE -10- Decenber 14, 2010



Departnment of Comerce, Community, and Econonmi c Devel oprent,
Regul at ory Commi ssion of Alaska - sunset review, Departnment of
Nat ural Resources, Al aska Coastal Managenent Program Part 1 -
special report. There being no objection, the notion passed.

3:57:35 PM

REPRESENTATI VE DOOGAN nade a notion to release the Single Audit
Pilot Project Interim Communications to the public. There being
no objection, the notion passed.

CHAI R MEYER thanked Pat Davidson, Legislative Auditor for her

hard work on preparing the audits.

O her Commi ttee Business

3:58:17 PM

CHAI R MEYER, under other conmmttee business, announced that the
commttee would next consider extensions to the Consultant

Contracts. He explained that the LB&A commttee consultant
contracts expire at the end of the calendar year, in basically
two weeks. It is in the state's best interest to continue to
have David Wod, Dan D ckinson, Chuck Logsdon, and Roger Marks
continue to work on behalf of the |egislature. Thus,

recommendation is to anend the contracts to reflect an extension
to the end of the fiscal year, through June 30, 2011

3:59:17 PM

REPRESENTATI VE DOOGAN nmade a notion that the commttee extend
the contracts of Whod, Dickinson, and Logston through the end of
the fiscal year, June 30, 2011. There being no objection, the
noti on passed.

CHAIR MEYER directed his staff, Josh Applebee, to prepare the
contract extensions.

SENATOR STEDVAN explained that the legislature has the
opportunity to update the data base worldw de for the 100 or so
oil fields fromtwo different sources, the Pedro van Meurs firm
and Wbod Mackenzie, which represent two conpeting firnms. The
commttee previously purchased these reports from Dr. Pedro van
Meurs and Wod Mackenzi e.

4:00: 15 PM
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SENATOR STEDMAN made a notion to purchase the data base updates
from the Pedro van Meurs firm and Wod Mackenzie, wth a
covenant on Wod Mackenzie to direct the Chair to speak with the
Parnell adm nistration to ascertain whether it w Il purchase the
Whod Mackenzi e database since the state could obtain a discount.
Additionally, this nmotion would direct the Chair to interface
with Dr. Wod, to determne the extent of the access and use of
t he Wod Mackenzi e nodels and dat a. Further, this notion would
request Wod Mackenzie to determine the cost to perform anal ysis
for basin conmparisons in Al aska and for other basins around
gl obe.

CHAI R MEYER asked whet her there would be a cost cap.

SENATOR STEDVAN clarified that the nmotion included a cap the
appropriation at $100, 000.

CHAI R MEYER obj ected for purpose of discussion.
4:02: 00 PM

SENATOR STEDVAN explained that the |legislature has been
solicited by both firms, wth the van Meurs firm having a
mul titude of these basins in data format. This would allow the
| egislature to conpare the fiscal regine in Al aska, relative to
the other basins, such as Alberta or the Gulf of Mexico. Wod
Mackenzie is simlar but would give the |legislature the
opportunity to have two opinions to conpare and contrast, and
some legislators nmay be nore confortable with one data set
versus another which could give the legislature sone check and
bal ance as it nmoves forward on oil and gas tax considerations.
He offered that it is a coincidence that both firns solicited
the legislature this fall with this data, with each claimng to

provi de the best information. He stressed the inportance of
having the basin nunbers available to the legislature. He
pointed out that several years ago the Ilegislators signed
confidentiality agreements with Wod Mackenzi e. This data set
will be a little different, and there will be sone criteria as
to how the information is handled. He anticipated that sone
work will be required to interface information into Dr. Wod's
nodel, but the result wll provide the legislature with the

necessary tools on this subject matter.

CHAI R MEYER asked for the tinmefranme for the reports.
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SENATOR STEDMAN recollected that the van Meurs information is
di spensed in four sections, with the distribution in January,
and again about every three nonths; the Wod Mckenzie data is
"l ocked and | oaded and ready to go." He noted each is a little
different but the information covers the sane subject matter.

CHAIR MEYER related that the data reports wll be conpleted
under Representative Hawker's guidance as chair of this
comm ttee.

REPRESENTATI VE TUCK asked whether the state would save noney by
contracting out for these services, and for clarification on
$100,000 cap for the consultant's contracts, whether that was
annual ly for both contracts or if it was a $100,000 cap for each
one.

4. 05:57 PM
SENATOR STEDVAN responded that the cap was for $100, 000. He

anticipated that the contract for van Meurs would be about
$35,000 and the Wod Mackenzie to be sonewhat higher than that

so the legislature would have sonme flexibility. I n discussions
with Wod Mackenzie, the contract would include a presentation
tailored for Alaska, which wll have current nunbers for the
gl obal oil basin. This wll provide a conparison so the
| egi sl ature can see how its oil taxes conpare relative to other
oil and gas basins. The cap relates to the one-tinme purchased

reports and i s not annual.

REPRESENTATI VE TUCK said he wunderstood that the [van Meurs]
report is distributed in four parts. He asked whether the
contract would allow the |egislature to save noney.

SENATOR STEDVAN related that Dr. Wod has built an analytical
nodel for the basin, but the legislature has not updated the
basin analysis under the initial production profits tax (PPT)
that was prepared during the Mirkowski admnistration. Thi s
woul d refresh the data set. This admnistration has worked with
Whod Mackenzie and the van Meurs group so neither firmis newto
the legislature or the adm nistration. He enphasi zed that very
fewfirnms do this type of analysis, probably |ess than five.

CHAIR MEYER renoved his objection. There being no further
obj ection, the notion passed.

4:09:43 PM

BUD COWM TTEE -13- Decenber 14, 2010



ADJ OURNVENT

There being no further business before the comittee, the
Legi sl ative Budget and Audit Committee neeting was adjourned at
4:09 P. M
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