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CHAIR MKE HAWKER called the Legislative Budget and Audit
Commttee neeting to order at 11:05 a.m Representati ves Kito,
Thompson (via teleconference), and Hawker, and Senators Bi shop
Hof f man, and MacKinnon were present at the call to order.
Representative Pruitt arrived as the neeting was in progress.

Approval of M nutes

11: 06: 43 AM

CHAl R HAWKER announced that the first order of business would be
approval of the m nutes.

11: 06: 56 AM

SENATOR MACKI NNON noved that the mnutes from the Legislative
Budget and Audit Commttee neetings on April 14, 2016, and May
26, 2016, be approved as presented. There being no objection,
the mnutes from April 14, 2016, and My 26, 2016, were
appr oved.

Executi ve Sessi on

11: 07: 51 AM

CHAl R HAWKER announced that the next order of business would be
to nove into executive session.

11: 09: 54 AM

SENATOR MACKI NNON noved and asked wunani nous consent that the
Legi sl ative Budget and Audit Conmittee enter executive session
under Uniform Rule 22(b)(3) and AS 24.20.301 for the discussion
of confidential audit and performance review reports. There
bei ng no objection, the commttee entered into executive session
at 11:11 a. m

11:11:11 AM

The commttee took an at-ease from 11:11 a.m to 4:14 p.m for
t he purpose of the executive session.

4:13:40 PM

CHAI R HAWKER called the Legislative Budget and Audit Commttee
back to order at 4:14 p.m Present at the call back to order
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were Representatives Kito, Thonpson (via teleconference), and
Hawker, and Senators G essel, Hoffman, and MacKi nnon

4:14: 28 PM

The conmttee took an at-ease from 4:14 p.m to 4:16 p.m
[ Because of technical difficulties the call for an at-ease was
barely audible, thus the recorder was not turned off and
inquiries made by those participating via teleconference as to
the status of the neeting can be heard.]

4:15: 43 PM

CHAI R HAWKER brought the Legislative Budget and Audit Commttee
back to order. [ Further technical difficulties ensued, and
Chair Hawker reiterated for the record the nanes of those making
up the quorumat the call back to order.]

Prelimnary Performance Revi ews

4:17:22 PM

SENATOR MACKINNON noved that the committee release the
Depar t ment of Education & Early Devel opnent prelimnary
performance review to the agency for response. There being no
objection, it was so ordered.

Prelimnary Audit Reports

4:17:48 PM

SENATOR MACKI NNON noved that the following prelimnary audits be
rel eased to agencies for response: the Departnment of Conmerce,
Community & Econom ¢ Devel opnent Board of Certified Direct Entry

M dwi ves sunset; the Departnent of Commerce, Conmunity &
Econom ¢ Devel opnent Board of Registration for Architects,
Engi neers, and Land Surveyors sunset; the Departnent of

Commerce, Community & Econom c Devel opnent Board of Veterinarian
Exam ners sunset; the Departnment of Comrerce, Comunity &
Econom ¢ Devel opnent Regulatory Conmission of Alaska FY 15
annual report; the Departnent of Admnistration State Travel
Ofice; and the University of Al aska University Travel

4:18: 43 PM
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REPRESENTATI VE KI TO objected to relay that he is a registrant of
the Board of Architects, Engineers, and Land Surveyors, thus
there could be a perceived conflict of interest.

CHAIR HAWKER indicated that Representative Kito wuld be
required to vote.

REPRESENTATI VE KITO w thdrew his objection. There being no
further objection, all the above-nanmed prelimnary audits were
ordered to be rel eased.

Final Audit Reports

4:19: 20 PM

SENATOR MACKINNON nmoved that the followwng final audit be
released to the public: FY 14 statew de single audit reissued.
There being no objection, it was so ordered.

O her Conmmittee Business

4:19: 39 PM

CHAI R HAWKER stated for the record that the Legislative Budget
and Audit Conmttee had received a letter, dated July 19, 2016
fromthe Ol & Gas Conpetitiveness Review Board, which requests
an extension for a statutorily required report to the
| egi sl ature. The reasons stated are that due to the recent
passage of HB 247, which changes the Cook Inlet tax reginme, the
board felt it required additional time to supply the legislature
with a neaningful analysis of the basin's activities and
conpetitiveness. Chair Hawker informed the commttee that he
responded with a letter, which he would supply to all conmmttee
menbers and | eadership, wherein he related that while he, as an
i ndi vidual legislator, understands the board's concern and
agrees with its assessnment of the challenges in neeting the
deadline, the Legislative Budget and Audit Committee has no
statutory authority to waive or extend a statutory deadline or
due date. Further, he said he relayed to the board that the
report itself does not involve the Legislative Budget and Audit
Commttee; it is neither within the commttee's purview nor its
scope of responsibility. He said he infornmed the board that the
request should be submitted directly to | eadership offices.

4:21:47 PM
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CHAIR HAWKER next related that his staff had been working
closely wth Senator G essel's staff in preparing the
| egi sl ature for upcoming joint neetings of the House Resources
Standing Conmittee and the Senate Resources Standing Conmittee
that may involve the review and consideration of proposals nmade
by the admnistration to make significant changes to the process
going forward for the devel opnent of a gas Iine. He i ndicated
there are changes being proposed that vary considerably from
that which has been discussed and evaluated by the |egislature.
He said he and Senator G essel have been |ooking for "sone
fairly short-notice legal review related to tax matters and tax
issues, with regard to the proposals that are bei ng rmade."

CHAIR HAWKER said two firnms were considered. One is Manley &
Brautigam P.C., in Anchorage, which has previously worked with
the legislature doing evaluations of the tax status of the
Al aska Gasline Devel opnent Corporation (AGDC) a couple years
ago. He indicated that for specific issues about bonding and
debt that mght be issued related to a project, [Manley &
Brautigam P.C ] "did not feel the core conpetency," thus the
firm recommended Jermain, Dunnagan & Omens, P.C., in Anchorage,
whi ch has "extraordinarily well-respected bond counselors in the
state of Al aska."

CHAIR HAWKER stated his intent is to issue the statutorily
al l owabl e $35,000 signature contract to both law firms to
provi de counsel for the upconming joint mneetings of the House
Resources Standing Conmittee and the Senate Resources Standing
Commttee. He opined that although the timng is tight, the |aw
firmse are qualified and will be able to provide the |egislature
wi th good prelimnary support.

4:24:11 PM

CHAIR HAWKER said Manley & Brautigam P.C., has nmade the full
di sclosure that it has done and continues to do work on property
taxes for various players in the oil and gas industry. He
indicated that the firm has requested that an acknow edgenent
notice - "a potential waiver of any conflict that mght cone up
with their work regarding property taxes with those entities”

be signed by those entities and by the |egislature. Chair
Hawker stated his intent is to sign the waiver, because "the
work we are requesting done here, which has to do with the
structure, organization, [and] taxability of the gas pipeline
project absolutely, in no way, conflicts wth the property tax
work being done by this firm for the various conpanies.” He
said if a further conflict arises, everyone involved wll be
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noti fied. He said legal procurenents are exenpted from the
| ong-term procurenment process required, and he reiterated that
it is an expedited need of the legislature to neet the
requi renents of the aforenentioned joint comrttees.

4:26: 04 PM
ADJ QURNVENT
There being no further business before the conmttee, the

Legi sl ati ve Budget and Audit Committee neeting was adjourned at
4:26 p. m
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