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ACTI ON NARRATI VE
8:02: 20 AM

CHAIR MKE HAWKER called the Legislative Budget and Audit
Conmittee neeting to order at 8:02 a.m Representati ves
Aust erman, Herron, Josephson, Kawasaki, and Hawker and Senators
Meyer, Bishop, Gessel, and Fairclough were present at the cal
to order. Senator A son arrived as the neeting was in progress.

ELECTI ON OF CHAI RVAN

8:03:19 AM

CHAl R HAWKER announced that the first order of business would be
the el ection of a new chai r nan.

8:03: 34 AM

SENATOR MEYER noni nated Senator Anna Fairclough to be Chairman
of the Legislative Budget & Audit Conmittee for the 28th Al aska

State Legislature. He noved and asked unaninobus consent that
nom nations be closed. There being no objection, it was so
or der ed.

8:04: 06 AM

The conmittee took a brief at-ease.

ELECTI ON OF VI CE CHAI RVAN

8:04: 39 AM

CHAI R FAI RCLOUGH brought the commttee back to order. She
nom nat ed Representative M ke Hawker to be Vice-Chairman of the
Legi slative Budget & Audit Committee for the 28th Alaska State

Legi sl ature. She noved and asked unaninobus consent that
nom nations be closed. There being no objection, it was so
or der ed.

LEG SLATI VE FI NANCE

8: 05: 05 AM
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CHAI R FAI RCLOUGH announced that the next order of business would
be an introduction by the Legislative Finance D vision.

8:05:16 AM

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Di vi si on, Al aska State Legi sl ature, conveyed t hat t he
Legislative Finance Division reported organizationally to the
Legi sl ative Budget and Audit Commttee, and that primarily the
work was to review revised programrequests.

8:06:19 AM

AMANDA RYDER, Fiscal Analyst, Legislative Finance D vision,
Al aska State Legislature, reported that she was the operating
budget coordinator, she worked primarily with the Departnent of
Health and Social Services and the Departnent of Labor &
VWor kf orce Devel opnent , and t hat she "spear headed t he
suppl enental bill."

8:06: 29 AM

ROB CARPENTER, Fiscal Analyst, Legislative Finance Division,
Al aska State Legislature, stated that he was the coordinator for
the capital budget and he worked with the Departnent of Natural
Resour ces.

8: 06: 45 AM

LACEY SANDERS, Fiscal Analyst, Legislative Finance Division,
Alaska State Legislature, declared that she worked wth
Department of Commerce, Conmunity & Econonmi c Devel opnent, Al aska
Department of Fish & Gane, Departnent of Mlitary & Veterans’
Affairs, and the Departnent of Revenue. She shared that she
al so worked on the fiscal summary.

8:06: 59 AM

| LDI KO  NYLEN, Adm nistrative Oficer, Legi sl ative Finance
Division, Alaska State Legislature, informed that she was the
adm nistrative officer for the division.

8:07: 05 AM

KELLY CUNNI NGHAM Fi scal Anal yst, Legislative Finance D vision,

Al aska State Legislature, specified that she worked with the
crimnal justice agencies, which included the Al aska Court
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System  Departnment of Corrections, Departnment of Law, and
Department of Public Safety, and that she was al so responsible
for any fiscal notes.

8:07:11 AM

DANI TH WATTS, Fiscal Analyst, Legislative Finance Division,
Al aska State Legislature, conveyed that she worked wth the
Depart ment of Adm ni strati on, Depart ment of Envi r onnment al
Conservation, and the University of Al aska.

OVERVI EW OF THE AUDI T PROCESS

8:07:29 AM

KRI STIN CURTIS, Legislative Auditor, Legislative Audit Division,
Al aska State Legislature, reported that she was responsible for
the Legislative Audit Division. She presented a high |[evel
overview of the audit process, and explained that her office
were the fiscal staff to the Legislative Budget and Audit
Comm ttee. Directing attention to the Legislative Budget and
Audit Comm ttee Handbook [Included in nenbers' packets], she
explained that it detailed a summary of the commttee's duties,
as well as those of the Legislative Audit D vision and the
Legi sl ative Finance Division. She cited that the handbook
included the primary governing statutes, organizational charts,
and the formal ©policies and procedures governing the audit
process that the commttee had adopted. These policies included
the nunmber of votes to release an audit or to approve an audit
request, as well as policies on travel and per diem She
pointed out that there was a full description for the types of
audits in the handbook. She briefly explained the three types

of audits conducted by her office, including the statew de
single audit, which were audits and opinions on the state's
fi nanci al statenents and its conpl i ance W th f eder al

requi renents over federal prograns, and the sunset audit, or
performance audit, which were reviews of boards, comm ssions, or
agencies to deternmine whether it was operating in the public's
interest, and whether its termnation date should be extended.
She reported that, as there were nine such entities wth
term nation dates for June 30, 2014, her division would perform
these audits during 2013, and provide the reports to the
committee prior to comrencenent of the legislative session in
January, 2014. She sunmarized that the third type of audit, the
special audit, was perfornmed in response to a request approved
by the conmttee. She reported that, currently, there were
three special audits being conducted. She confirmed that the
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prelimnary report for a special audit would first be presented
to the conmttee, and then released back to the agency being
audited for its formal coment. These comments would be
incorporated into the final report to the commttee.

8:11:16 AM

M5. CURTIS directed attention to page 37 of the aforenentioned
handbook, which described the confidential report distribution
process. She shared that the overriding principle guiding these
procedures was for the audit to remain confidential until it was
officially released as a final public docunent. She listed the
procedures to maintain this confidentially, enphasizing the
inportance for the necessary precautions to prevent any
premature rel ease. She shared that final reports would be
delivered to each nenber's office at |least two days prior to the
commttee neeting during session and four days prior during
interim would be narked confidential, and would require a staff
menber to sign for its delivery. These reports would be printed
on blue paper, in order to distinguish these confidential audit
reports from any other reports. She noted that prelimnary
reports would only be distributed at the commttee neeting, and
woul d be collected at the end of the conmittee neeting.

8:14: 06 AM

M5. CURTIS, in response to Senator Meyer, clarified that a
requested audit, when approved, could take a while for
conpl eti on. She offered an exanple of an audit request which

al t hough approved a week earlier, would not be started until the
end of the sumer.

8:15: 08 AM
M5. CURTIS, in response to Senator Bishop, explained that once

an audit had been released to the public, it was no |onger
necessary for each legislator's office to return the copies to

the Legislative Audit Division. She described her division as
the commttee's fiscal staff. She noted that any contracts
witten by the committee would be facilitated by her division
in conjunction with Legislative Legal Counsel. She i ntroduced

her adm nistrative staff, Sarita Knull and Stacy Nyl en.
8:17: 08 AM

CHAIR FAIRCLOUGH reiterated that the blue audit file should be
kept safely secured in each legislator's office. She expl ai ned
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that the committee endeavored to acconmobdate all reasonable
requests in a tinmely manner. She pointed out that protocols had
been established to ensure accountability and responsible
contract nanagenent. She affirmed that the chair of the
Legi sl ative Budget and Audit Commttee, as the conmunication
conduit between the Al aska State Legislature and the consultants
hired by the committee, would forward any requests for response

to the consultants. She asked the conmttee to renmenber that
any nodeling and analysis requests would be |limted to those
pertaining to bills scheduled for hearing in commttees. She

clarified that requests by comittee <chairs would take
precedence over individual |egislators, and pointed out that any
information received would be posted on the commttee website
She reported that the following three current contracts with the
committee would expire at the end of January, 2013: Roger
Mar ks, Pedro Van Meurs, and DWA Energy Limted.

8:19: 05 AM

CHAIR FAIRCLOUGH, in response to Senator Meyer, clarified that
DWA Energy Limted was Dr. Wod, although the contract had not
been utilized for sone tine.

SENATOR MEYER asked if there had been an Anchorage contact also
working with Dr. Wod.

REPRESENTATI VE HAWKER, in response to Senator Myer, said that
the local contact had been Dan Dickinson; however, those
contracts had been cancelled at the request of M. Dickinson, as
he had contracts with oil and gas clients and had wanted to
avoi d any potential appearance of a conflict of interest.

8:20:34 AM

REPRESENTATI VE AUSTERMAN asked for nore information on the
contract which had been extended until 2014.

CHAI R FAI RCLOUGH replied that this contract was with PFC Energy,
whi ch anal yzed oil and gas fiscal systens; and, as it appeared
that oil and gas contracts would be discussed during the
| egi sl ative session, it was prudent to retain the sane
contractor as previously used.

8:21: 05 AM

SENATOR MEYER asked about an extension to the contract wth
Roger Marks.
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CHAI R FAI RCLOUGH explained that contract extensions could be
"frowmned upon by the legislative offices that advise us on
procurenent and it would be better to go back out if the
conmttee desires, and renegotiate a new contract to bring
before the commttee.” She pointed out that the Legislative
Budget and Audit Commttee had power to authorize contracts up
to $25,000. She offered her belief that the contract w th Roger
Marks was "fairly small."

SENATOR MEYER asked to clarify that this contract could be
ext ended up to $25, 000.

CHAI R FAI RCLOUGH expl ained that this current contract was | arger
than $25,000, as it had different responsibilities. She
clarified that she had not yet contacted M. Mrks regarding a
contract extension, either under the current guidelines, or for
a new contract under $25, 000.

8:22:42 AM

SENATOR MEYER expressed his concern, opining that it would be
prudent for nore than one contractor to be available for
consultation on any oil and tax |egislation. He offered his
belief that Roger Marks had know edge of the Al askan
environnment, and expressed his interest in retention of a
contract with M. Mirks, at least through the |legislative
sessi on.

8:23:31 AM

CHAIR FAIRCLOUGH relayed that the current contract w th Roger
Mar ks had $147,670 remmining and although she would suggest to
"bring it before the conmttee and ask the commttee to extend
the contract, ... the conmmttee does not have the paraneters
that the current contract was negotiated under.” She
acknow edged that she did not know whether M. Mirks would
extend under the current contract or consider under new contract
negoti ati ons. She offered to engage M. Mark's, at the
committee's direction, and either extend the current contract,
al though she did not know the paranmeters of this contract,
negotiate a new contract limted to $25,000, or let the current
contract expire.

8:24:31 AM
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REPRESENTATI VE HAWKER pointed out that all the contracts, and
the paranmeters, were posted on the Legislative Budget and Audit
Comm ttee website, in order to maintain an open and transparent
manner .

CHAI R FAI RCLOUGH expr essed her appreci ation for t he
clarification, and observed that the new conmmttee nenbers
should have the opportunity to review the current contracts.
She offered to prepare a commttee packet wth all the
information to allow all the nenbers the opportunity to review
t he contracts.

8:25:16 AM

CHAI R FAI RCLOUGH asked Senator Meyer if he would like her to
discuss with M. Mirks his wllingness to continue under the
exi sting paraneters.

REPRESENTATI VE AUSTERMAN expressed his agreenent wth Senator
Meyer that it was necessary "to have the best people telling us
exactly what's going on,” and he suggested a group neeting to
discuss the existing contracts and give the new conmttee
nmenbers "a sense of exactly where this comrittee wants to go in
reference to what's comng before us in reference to gas and
oil."

CHAI R FAI RCLOUGH asked if the commttee was available to neet in
t he near future.

SENATOR MEYER, in response to an earlier question from Chair
Fai rcl ough, stated that he would not be sure whether to extend

the current contract with M. Marks until he had reviewed its
par anmet er s. He expressed his agreenment wth Representative
Austerman for a review of the current contracts prior to a
nmeeting for discussion. He offered to neet wth Senator

G essel, Chair of the Senate Resources Standing Committee, to
di scuss her thoughts for the gathering of information and the
enpl oyment of additional consultants.

8:27:16 AM

CHAIR FAIRCLOUGH, declaring that there was a protocol for
specific requests, asked that any request be witten and
forwarded to her office. She endorsed a conmttee neeting prior
to the expiration of the current contracts on January 31, 2013
to allow the commttee the opportunity to extend any contracts
it desired.
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SENATOR MEYER expressed his approval and offered his belief that
"we need our own consultants to bounce off ideas and chall enge
the facts and figures that the admnistration's going to be
presenting to us."

8:28:17 AM

REPRESENTATI VE JOSEPHSON asked to clarify that the contract with
DWA Energy Limted had been suspended.

CHAIR FAIRCLOUGH, in response, confirmed that it had been
suspended.

8:28:28 AM
ADJ QURNVENT
There being no further Dbusiness before the conmttee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
8:29 a.m
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