ALASKA STATE LEG SLATURE
LEQ SLATI VE BUDGET AND AUDI T COW TTEE
Anchor age, Al aska
Cct ober 28, 2014
2:00 p.m

MVEMBERS PRESENT

Senat or Anna Faircl ough, Chair
Representative M ke Hawker, Vice Chair
Senator Cick Bishop (via tel econference)
Senat or Cathy G essel

Representati ve Bob Herron

Representative Kurt O son

Represent ati ve Andy Josephson
Representative Scott Kawasaki (alternate)

VEMBERS ABSENT

Senat or Kevin Meyer

Senat or Donal d O son

Representative Al an Austerman

Senat or M ke Dunl eavy (alternate)
Representative Bill Stoltze (alternate)

COWM TTEE CALENDAR

APPROVAL COF M NUTES
EXECUTI VE SESSI ON
OTHER COW TTEE BUSI NESS

PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REGQ STER

KRI'S CURTI S, Legislative Auditor

Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Provided information regarding the anended
notions for the performance review of the Departnment of Health
and Social Services (DHSS) organizational structure and the IT
system audit assistance related to the new Medi caid system

ACTI ON NARRATI VE
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2:00: 20 PM

CHAI R ANNA FAI RCLOUGH called the Legislative Budget and Audit
Conmittee neeting to order at 2:00 p.m Senators @ essel,
Bi shop (via teleconference), and Fairclough and Representatives
Josephson, Herron, O son, and Hawker were present at the call to
order. Representative Kawasaki (alternate) arrived as the
meeting was in progress.

Approval of M nutes

2:01:10 PM

CHAI R FAI RCLOUGH announced that the first order of business
woul d be the approval of mnutes.

2:01: 22 PM

REPRESENTATI VE HAWKER made a notion to approve the mnutes of
the August 6, 2014, neeting. There being no objection, the
m nutes fromthe neeting of August 6, 2014, were approved.

Executi ve Sessi on

2:01:37 PM

CHAI R FAI RCLOUGH announced that the commttee would nove into
Executive Session to discuss confidential audit reports and a
conpensation study.

2:01:45 PM

REPRESENTATI VE HAVWKER nmade a notion to nove to executive session
as provided under Uniform Rule 22(b)(1) and (3) since the
meeting woul d involve a discussion of matters that the imedi ate
knowl edge of which would adversely affect the finances of a
government unit and under AS 24.20.301 to discuss confidential
audit reports. There being no objection, the commttee went
into executive session at 2:03 p. m

O her Conmmittee Business

5:15: 34 PM

CHAI R FAI RCLOUGH brought the commttee back to order at 5:15
p. m Menbers present were Senators G essel and Faircl ough and
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Representatives Josephson, Herron, (dson, and Hawker. She
menti oned that Representative Kawasaki had been in attendance
during the Executive Session.

5:16: 44 PM

REPRESENTATI VE HAWKER nade a notion for the Departnent of
Corrections Performance Review prelimnary audit be released to
the appropriate agency for response. There being no objection

it was so ordered.

5:17:12 PM

REPRESENTATI VE HAWKER nade a notion for the previously approved
notion to authorize the legislative auditor to solicit and award
a contract for an anmount not to exceed $250,000 for a
performance review of the Departnent of Health and Soci al
Servi ces organi zational structure to be anended to an anobunt not
to exceed $300, 000.

5:17:49 PM

KRIS CURTIS, Legislative Auditor, D vision of Legislative Audit,
Al aska State Legislature, explained that the Request for
Proposals (RFP) for the performance review of DHSS was deened
nonresponsi ve as there was only one bidder, and therefore it was
canceled. Potential bidders relayed that the anmount of the RFP
not to exceed $250,000, was not enough. Therefore, she
requested that the conmittee authorize an increase to an anount
not to exceed $300, 000.

CHAI R FAI RCLOUGH, wupon determning there were no objections,
announced that the notion was approved.

5:18:49 PM

REPRESENTATI VE HAWKER nmade a notion for the legislative auditor
to solicit and award a contract for an anobunt not to exceed
$100,000 for |IT system audit assistance related to the new
Medicaid system in lieu of the performance audit that was
previ ously approved on February 25, 2014.

M5. CURTIS explained that the previously approved audit was not
procured; the system was in such a state that the controls were
not functioning. Therefore, it wouldn't have been a prudent use
of resources to spend funds on an audit of that system at that
time. At this point, the departnent has processed several fixes
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to the system and therefore evidence as to the effectiveness of
those fixes is necessary in order to gain evidence as to whether
there is a material msstatenent in the financial statenents as
the system interfaces approximately $1.5 billion into the
state's accounting system Ms. Curtis clarified that she is
requesting a revision to the previous approval as there is a
different focus on the work.

CHAIR FAIRCLOUGH, wupon determning there was no objection,
announced the notion was approved.

5:20: 35 PM
REPRESENTATI VE HAWKER made a notion and asked unani nbus consent

to set the pay range for the legislative audit director to range
29 effective July 1, 2014, with no change in step but an anended

anni versary date per AS 39.27.011(h). Representati ve Hawker
noted that this matter was discussed in Executive Session as is
the case for all personnel matters. Over the past several

years, the conmttee has been concerned that the Legislative
Audit Division has had increasing responsibilities w th alnost
decreasi ng resour ces with whi ch to acconpli sh t hem
Furthernore, the anobunt paid to the executive director [of the
Al aska Legislative Audit Division] is less than that of a
conmensurate position elsewhere in the country. The increase in

range would nake the pay conmensurate. He explained that the
intent of the effective date of July 1, 2014, is so that the
funds would be taken out of the current year's budget. Next
year that increase will be absorbed into the Legislative Budget
& Audit Conmttee budget. Representative Hawker, speaking on
behalf of the commttee, strongly urged Ms. Curtis to fill the
deputy position so that Ms. Curtis has sonmeone on which to |ay
off sone of the executive responsibilities. The conmittee, he

enphasi zed, does not intend for the legislative auditor to work
hundreds of unconpensated hours, rather, the intent is for the
| egislative auditor to have adequate resources and be
conpensated fairly and commensurately with peers. He said that
the Legislative Budget and Audit Commttee will continue to |ook
at the Legislative Audit Division as a whole as well as all
| egi sl ative agencies to ensure positions are properly classified
and conpensat ed.

5:23:42 PM

CHAIR FAIRCLQUGH, wupon determning there were no objections,
announced the notion was approved.
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5:23:57 PM

CHAIR FAIRCLOUGH announced that the other itens on the
committee's agenda will be taken up tomorrow norning when this
meeting is continued.

5:25:17 PM

ADJ QURNVENT

The Legislative Budget and Audit Commttee was recessed at 5:25

p.m to be reconvened on Cctober 29, 2014, at 8:00 a.m [ The
nmeeti ng reconvened Cctober 29, 2014.]
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