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MVEMBERS PRESENT

Senat or Anna Faircl ough, Chair

Representative M ke Hawker, Vice Chair

Senator Kevin Meyer (via teleconference)

Senator Cick Bishop

Senator Cathy G essel

Represent ati ve Al an Auster man

Representati ve Bob Herron

Representati ve Andy Josephson

Senator M ke Dunl eavy (al ternate)

Representative Scott Kawasaki (alternate) (via teleconference)

VEMBERS ABSENT

Senat or Donal d O son
Representative Kurt O son
Representative Bill Stoltze (alternate)

COWM TTEE CALENDAR

APPROVAL COF M NUTES

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

RELEASE OF AUDI TS

OTHER COW TTEE BUSI NESS

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REG STER

DAVI D TEAL, Legislative Fiscal Analyst

Legi sl ative Finance Division

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Provided information regarding RPL 05-04-
0012 and RPL 09-4-0020.

SUSAN CCOLLI GAN, Director
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Admi ni strative Services Division

Departnment of Mlitary & Veterans’ Affairs (DWA)

Fort Ri chardson, Al aska

PCOSI TI ON STATEMENT: Responded to a question during discussion
of RPL 09-4-0020.

KRI STI N CURTI S

Legi sl ative Auditor

Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Provided information regarding the
performance reviews of state departnments as required by HB 30.

ACTI ON NARRATI VE
1:32:49 PM
CHAI R ANNA FAI RCLOUGH called the Legislative Budget and Audit

Commttee neeting to order at 1:32 p.m Present at the call to
order were Senators Fairclough, Meyer (via teleconference),

Bi shop, and G essel, and Representatives Austerman, Herron,
Josephson, Kawasaki (alternate) (via teleconference), and
Hawker. Senator Dunleavy (alternate) arrived as the neeting was

i n progress.

Approval of M nutes

1:34: 22 PM

CHAIR FAIRCLOUGH referred to the first order of business, that
bei ng the approval of the mnutes.

1: 34: 27 PM

REPRESENTATI VE HAWKER nmade a notion to approve the mnutes of
April 6, 2013.

CHAI R FAI RCLOUGH objected, and noted that those mnutes should
be corrected throughout with regard to Representative Hawker's
title. She asked, therefore, that those mnutes be so
corrected, and received confirmation that they would be.

1: 35: 30 PM
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CHAIR FAIRCLOUGH then ascertained that there were no other
obj ections, and announced that the mnutes from the neeting of
April 6, 2013, were approved.

Revi sed Program - Legi sl ative (RPLs)

1: 35: 36 PM

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

1: 35:45 PM

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, Alaska State Legislature, directed attention to RPL
05-04- 0012, Departnent of Education and Early Devel opnent,
Harper Arts Touring Program and Youth Cultural Heritage Program
He explained that the Alaska State Council on the Arts (ASCA)
and the Departnment of Education and Early Devel opnment (EED) are
requesting the authority to receive and spend an additional
$160,000 in statutory designated program receipts from the
Rasnmuson Foundation in order to continue the adm nistration of
the Harper Arts Touring Program and begin a new program the
Youth Cultural Heritage Program Two previously-approved RPLs
addressing this sane purpose are included in nenbers' packets

and if the current request is approved, the funding for the two
progranms woul d be increased from $220,000 to $380,000 in 2014.
There would be no general fund (GF) match required, there would
be no new positions, and there are no technical problens wth
the RPL. In response to a question, he indicated that no
mat chi ng funds woul d be required.

1: 37: 42 PM

REPRESENTATI VE HAWKER nmade a notion to approve RPL 05-04-0012
There being no objection, RPL 05-04-0012 was approved.

1: 38: 18 PM

MR. TEAL then referred to RPL 09-4-0020, Departnent of Mlitary
& Veterans' Affairs, National Guard Counterdrug Support, and
explained that the Departnent of Mlitary & Veterans' Affairs
(DWA) is requesting the authority to receive $150,000 in
[additional] federal receipts - related to a fiscal year 2013
(FY 13) capital project - for the DWA s National Guard
Count erdrug Support program The federal governnent seizes and
sells assets from drug traffickers and the proceeds are shared
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with organizations participating in the U S. Departnent of
Justice's (DQJ's) Asset Forfeiture Program organi zations such

as Alaska's DWA. This funding supports |aw enforcenent
agenci es in drug enforcenent oper at i ons, training drug
enf or cenent of ficers, and providing conmunity-based drug-
awar eness prograns. There are no technical problens with the
RPL.

1:39: 32 PM

REPRESENTATI VE HAWKER questi oned whet her approving the RPL woul d
result in [a violation] of the federal Posse Comitatus Act
(PCA) . He related that the use of US mlitary forces to
enforce civil law is generally not an allowable activity.

MR. TEAL relayed that there has been a capital project for such
purposes for a nunber of years, generally in the anmount of
$100, 000 per year. Again, such funding is used in part for
training drug enforcenent officers, and providing comunity-
based drug-awar eness prograns.

1:41: 26 PM

SUSAN COLLI GAN, Director, Admnistrative Services D vision
Department of MIlitary & Veterans’ Affairs (DWA), added that as
far as she is aware, there would be no such problems wth
approving the RPL, but she would research the issue further for
the commttee. The DWA has been participating in the DQJ's
Asset Forfeiture Program since 1999, and the funding has been
used for educational prograns wthin the schools, and for
provi di ng support to | aw enforcenent agenci es.

REPRESENTATI VE HAVWKER i ndi cated that his concern was sati sfi ed.
1: 42: 45 PM

REPRESENTATI VE HAWKER made a notion to approve RPL 09-4-0020.
There bei ng no objection, RPL 09-4-0020 was approved.

Executi ve Sessi on

1:43:14 PM

CHAI R FAI RCLOUGH announced that the commttee would next go into
executive session.
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REPRESENTATI VE HAWKER made a notion to nove 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
committee went into executive session at 1:44 p.m

3:30: 16 PM

CHAIR FAIRCLOUGH <called the Legislative Budget and Audit
Comm ttee back to order at 3:29 p.m Present at the call back
to order were Senators Fairclough, Bishop, Gessel, and Dunl eavy
(alternate), and Representatives Austerman, Herron, Josephson,
and Kawasaki (alternate) (via tel econference).

Rel ease of Audits

3:30: 30 PM

SENATOR d ESSEL made a notion for the final audit report of the
State of Alaska, single audit for the fiscal year ended June 30,
2012, to be re-released to the public. There being no
objection, it was so ordered.

3:30: 56 PM

SENATOR G ESSEL made a notion for the followng prelimnary
audits to be released to the appropriate agency for response:
Department of Commerce, Community & Econom c Devel opnent -
Regul atory Comm ssion of Al aska, sunset review, Departnent of
Conmer ce, Community & Econonmic  Devel opnent - Board of
Chiropractic Exam ners, sunset review, Departnment of Conmmerce,
Community & Econom ¢ Devel opnment - Board of Marital and Famly
Therapy, sunset review, Departnment of Comerce, Comunity &
Econom ¢ Devel opnent - Board of Examiners in Optonetry, sunset
review, Departnent of Commerce, Community & Econom c Devel opnent
- State Physical Therapy and Cccupational Therapy Board, sunset
review, Departnment of Conmmerce, Community & Econom c Devel opnent
- Board of Certified Real Estate Appraisers, sunset review,
Department of Public Safety - Council on Donestic Violence and
Sexual Assault, sunset review, Departnment of Health and Soci al
Services - Al aska Health Care Conm ssion, sunset review, and
Department of Natural Resources - Agriculture Revolving Loan
Fund, sel ect I ssues. There being no objection, t he
aforenentioned prelimnary audits were released to the
appropri ate agency for response.

O her Conmittee Business
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3:31: 59 PM

CHAI R FAIRCLOUGH relayed that the first issue to be addressed
under other commttee business relates to a previous request for
a special audit of the Al aska Regi onal Devel opnment Organi zations
(ARDORs) program

3:32: 13 PM

KRISTIN CURTIS, Legislative Auditor, Division of Legislative
Audit, Al aska State Legislature, explained that an audit request
for the ARDORs program was approved at an earlier neeting but
the ARDOR program was not extended and thus no |onger exists

At issue, therefore, is whether the commttee wshes to
term nate that particular audit request.

CHAIR FAIRCLOUGH offered her wunderstanding that the audit's
requester has indicated she would be anmenable to whatever the
conmi ttee deci ded.

3:33: 01 PM

REPRESENTATI VE AUSTERMAN inquired as to when a report would be
avai l abl e were the audit to proceed.

M5. CURTIS rem nded the comrmittee that the intent of the audit
was to review the program Therefore, the audit would be
started next year and with sonething available for the session
after that. She recalled that the thought had been to provide a
t hree-year extension, which would be enough tinme to consider the
audit results. Since there is no program to audit, M. Curtis
was unsure as to whether the division could perform an audit as
originally envisioned.

REPRESENTATI VE AUSTERMAN pointed out, however, that if the old
program was audited, then there would be sonething to audit. He
related his wunderstanding that there wll be efforts to
reinstate the program and therefore the information from an
audit of the old ARDOR program woul d be good to have in January.

M5. CURTIS acknow edged that the old program could be reviewed.
Since there was nuch testinony, the concerns could be
identified, including the charge that some agencies were nore
productive than others in the type of information being used to
award a grant. The audit, however, wouldn't be available during
t he next session but rather the session after that.
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3:35: 07 PM

REPRESENTATI VE HERRON questioned why the commttee doesn't
suspend the request for now and then see what happens in the
next session.

M5. CURTIS characterized Representative Herron's suggestion as
reasonabl e, particularly since termnating an audit request is
unusual .

CHAI R FAI RCLOUGH suggested that it would also be reasonable to
withdraw what 1is before the committee today so that the
conmittee knows what is out there, unless there is a desire to
instead review the situation retrospectively. To review the
situation retrospectively would be an anendnent to the current
request, she not ed.

3:35:55 PM

REPRESENTATI VE JOSEPHSON asked whether an audit could be
conpleted by January 2015 if the ARDORs were reinstated. He,
too, noted that he has heard anecdotally of interest 1in
reinstating the ARDORs. If the ARDORs aren't funded until July
2014, at the earliest, then there wouldn't have been too mnuch
time wasted.

M5. CURTIS said that if the ARDORs are funded and begin to
operate in July, the situation would be the sane as it is now in
that it would really be a retrospective review of the
or gani zati on. The division wouldn't be able to evaluate the
results of any new change. She acknow edged, however, after a
| ook back there could be a determnation as to whether there
were any new changes made to the program and whether they were
effective.

3:37:35 PM

REPRESENTATI VE HERRON opi ned that the chance of ARDORs returning
is very good, and therefore he requested suspending the request
until further notice.

3:38:14 PM
CHAI R FAI RCLOUGH rel ated her understanding that some ARDORs have
nore funding resources from entities outside of the state, and

thus there will be ARDORs that struggle wthout the state.
Chair Fairclough noted that folks were nodding in agreenent.
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REPRESENTATI VE JOSEPHSON relayed that the Alaska Economc
Devel opnment Corporation (AEDC) is one such ARDOR

3:39: 06 PM

CHAIR FAIRCLOUGH related her wunderstanding that the commttee
wi shes to keep Ms. Curtis on task with regard to being able to
provide the commttee wth information in the future.
Therefore, she inquired as to whether Ms. Curtis could offer any
| anguage to nodify the audit request in order to conpare the
vari ous ARDORs.

M5. CURTIS relayed that the division could change the | anguage
of the audit request such that it |ooks nore retrospectively.
This audit isn't going to be started for six to eight nonths,
which is quite a bit of time during which something could
happen. At the tinme the audit request is to be started, the
| anguage can again be reviewed to determ ne how to proceed. In
fact, she suggested that rather than nmaking changes now, the
changes coul d be made closer to the start date of the audit.

3:40: 56 PM

CHAIR FAIRCLOUGH nmentioned that the commttee wll have a
neeting in QOctober, and thus the conmittee could work with the
original audit requester between now and Cctober. To that end

the commttee agreed to consider the issue in October, she
announced.

3:41: 43 PM

CHAI R FAI RCLOUGH rel ayed that the second issue to be addressed
under ot her commttee  business relates to subcommttee
assi gnnment s.

The conmmittee took a brief at-ease.

[ Cont ai ns di scussion of HB 30.]

3:42: 30 PM

CHAIR FAIRCLOUGH turned the <conmmttee's attention to the
Subconm ttee on Performance Review, which is necessary due to
the work the Legislative Budget and Audit Conmttee was tasked

with as a result of HB 30. She inquired as to what the
subcommi ttee m ght do.
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3:43: 02 PM

M5. CURTIS explained that HB 30 requires performance reviews of
every state departnent over a 10-year span of tine. The first
performance review is the Departnment of Corrections (DOC) and
it's already behind schedul e. The Subconmittee on Performance
Review is tasked with approving the scope of the review, which
must occur prior to a request for proposals (RFP) for experts to
lead the review team Therefore, sone form of structure is
necessary in order to review the proposed scope, which will be
the main purpose of the subcomittee. Al so, the Legislative
Budget and Audit Conmm ttee handbook nust be anmended in order to
establish formal procedures related to how to conduct these
reviews, including the report process. Currently, the division
is in the process of drafting - with the assistance of the prior
| egi slative auditor - the formal procedures for HB 30. Over the
next nonth, she explained, that the draft scope and procedures
need to be reviewed in order to take them up at the next neeting
in Cctober. Upon conpletion of the aforenentioned, the division
hopes to put out an RFP enabling the review teamto be in place
and working by the beginning of the next year. She expl ai ned
that [the subconmittee] needs to have its reports drafted by
Sept enber and rel eased in Decenber since the reports have to be
provided to the chairs of the House and Senate Finance
Commttees a week or two prior to the beginning of session. The
hope is to establish a process by which the division can perform
the work, which is all new work, and start earlier for the next
depart ment.

3:45: 38 PM

REPRESENTATI VE  AUSTERMAN inquired as to how M. Curtis
prioritizes the audits. He further inquired as to whether [the
di vision] is mandated by regul ation or statute.

M5. CURTIS related her approach that audits and HB 30 are
separate and different matters because HB 30 reviews aren't
audits, aren't connected to standards, and won't use auditing

staff. The division has hired an individual who will lead this
process and with whom Ms. Curtis will work to draft the scope
Wth regard to prioritizing, M. Curtis pointed out that the
statue drives and guides all of the division's work. On the

audit side, the Conprehensive Annual Financial Report (CAFR)
that needs to be audited with an opinion out by Decenber 15
Therefore, the CAFR is the priority. She informed the conmttee
that there is a federal requirenment for a single audit by the
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end of March and then the sunset audits are statutorily required
to be conplete. Wien the division has resources it perforns
special audit requests, which she characterized as the | owest on
the priority list. She pointed out that HB 30 is statutorily
driven in ternms of the tineline.

REPRESENTATI VE AUSTERMAN recalled a presentation by New Mexico
regarding its audit system at the recent Council of State
Governnments (CSG) . The New Mexico [audit system focused nore
on the savings in dollars for the state. He expressed interest
in having such a conversation at the upcom ng Cctober neeting.
Representative Austerman expressed his concern with underfunding
the Division of Audit because of the requirenents in place.

3:49:35 PM

CHAIR FAIRCLOUGH appointed the followwng nenbers to the
Subconmmi ttee on Perfornmance Review  Senator Fairclough, Senator

Bi shop, Representative Hawker, Representative Herron, and
Representative Kawasaki . Upon a poll she determned the
willingness of the appointed nenbers to the subcommttee in
attendance, and noted she had also spoken with Representative
Hawker who is willing to serve as well. She then inforned the
conmittee that the release of docunents for review will occur at
t he Cctober neeting. There was then discussion regarding the

date of the next neeting.

3:52: 25 PM

ADJ QURNIVENT

There being no further business before the conmttee, the

Legi sl ati ve Budget and Audit Committee neeting was adjourned at
3:52 p.m
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