ALASKA STATE LEGQ SLATURE
LEQ SLATI VE BUDGET AND AUDI T COVMM TTEE
January 27, 2017
11: 32 a. m

VEMBERS PRESENT

Senator Gary Stevens, Chair

Senat or Anna MacKi nnon

Senator Cathy G essel

Senator Cick Bishop (via tel econference)
Senat or Lyman Hof f man

Senat or Nat asha von | nmhof (alternate)

Represent ati ve Andy Josephson, Vice Chair
Representative Scott Kawasaki

Represent ati ve Paul Seaton
Representative |Ivy Spohnhol z
Representative Jennifer Johnston
Representative Dan Otiz (alternate)

VEMBERS ABSENT
Al'l nmenbers present
COW TTEE CALENDAR

ELECTI ON OF THE CHAI R
ELECTION OF THE VI CE CHAIR
APPROVAL COF M NUTES

LEG SLATI VE FI NANCE DI VI SI ON
LEG SLATI VE AUDI T DI VI SI ON
EXECUTI VE SESSI ON

CONSULTANT CONTRACTS

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 on the role of the
Legi sl ative Finance Division.
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KRI STIN CURTI S, Legislative Auditor

Legi sl ative Audit Division

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Provided information on the role of the
Legi slative Audit Division.

ACTI ON NARRATI VE

11: 32: 55 AM

SENATOR MACKINNON called the Legislative Budget and Audit
Commttee neeting to order at 11:32 a.m Senators Stevens,
MacKi nnon, G essel, Hoffman, Bishop (via teleconference), and
Von I nmhof (alternate), and Representatives Josephson, Kawasaki,
Seaton, and Johnston were present at the <call to order.

Representatives Spohnholz and Otiz (alternate) arrived as the
meeting was in progress.

El ection of the Chair

11:33:45 AM

SENATOR MACKI NNON announced that the first order of business
woul d be nom nations for the chairman of the Legislative Budget
and Audit Comm tt ee.

SENATOR HOFFMAN nom nated Senator Gary Stevens as chairman of
the Legislative Budget and Audit Commttee for the 30th Al aska
State Legislature, and he asked that nom nations be closed.
There being no objection, it was so ordered.

11:34:22 AM

CHAI R STEVENS offered opening comrents, explained the role of
the alternates on this commttee, and announced that the next
order of business would be nom nations for the vice chair.

El ection of the Vice Chair

11: 35: 26 AM

REPRESENTATI VE SEATON nom nated Representative Andy Josephson as
vice chairman of the Legislative Budget and Audit Committee for
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the 30th Alaska State Legislature, and he asked that nomni nations
be closed. There being no objection, it was so ordered.

Approval of M nutes

11: 35: 51 AM

CHAI R STEVENS announced that the next order of business would be
approval of the m nutes.

11: 36: 04 AM

REPRESENTATI VE JOSEPHSON nade a notion to approve the mnutes of
the Legislative Budget and Audit Commttee of January 13, 2017.
There being no objection, the mnutes from the neeting of
January 13, 2017 were approved.

Legi sl ati ve Finance D vision

11: 36: 24 AM

CHAI R STEVENS announced that the next order of business would be
a presentation from David Teal, Legislative Fiscal Analyst. He
asked that M. Teal explain the interaction between the

Legi sl ative Finance Division and the commttee.

11: 36: 48 AM

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, Alaska State Legislature, introduced hinself as the
director of the division and explained that the division was "a

non-partisan group of fiscal analysts." He shared that the
division's primary interaction with the commttee would be for
revised program - legislative (RPLs), which he described as

interim requests for additional authorization to spend noney,
nostly federal receipts, although this could also include other
f unds. He relayed that the admnistration would ask the
committee for the authority to spend any additional funds, and
that the Legislative Finance Dvision would review those
requests, send them to the conmittee, and post them on the
websi t e. He reported that he would typically review these RPLs
wth the commttee at the commttee neeting. He noted that the
division was also available to the full Legislature upon
request. In response to Chair Stevens, he estimated that he had
been in his position for 20 years.

Legi sl ative Audit Division
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11: 38: 55 AM

CHAI R STEVENS announced that the next order of business would be
a presentation from Kris Curtis, Legislative Auditor. He asked
that Ms. Curtis explain the interaction between the Legislative
Audit Division and the comm ttee.

11: 39: 13 AM

KRI STIN CURTIS, Legislative Auditor, Legislative Audit Division,
Al aska State Legislature, explained her role as the auditor,
noting that she had been with the division for alnost 25 years,
and in her current role for nore than 5 years. She introduced
ot her menbers of her staff, noting that her division operated as
the fiscal staff to the Legislative Budget and Audit Commttee,
and mai ntained the commttee website. She directed attention to
the meno [Included in nenbers' packets] which outlined the
responsibilities of the conmttee, and declared that the main
function of the commttee was to provide the legislature with
fiscal analysis, budget reviews, and audits. She rel ayed that
statutes gave the commttee several powers which included the
broad power to review revenue projections, state agency
appropriation requests and expenditure of state funds, and the
fiscal policy and procedures of the state governnent. She
stated that the commttee could nake recomrendations to the
governor and the |legislature, as appropriate. She declared that
statutes also gave the commttee oversight responsibilities,
and, in sone instances, designhated the commttee as the primary
representative of the |egislature. She pointed out that the
af orenenti oned neno summarized sone of the |esser known powers
and responsibilities, and noted that, over the years, the
comm ttee had exercised these powers to different degrees at the
di scretion of the chair. She introduced the Legislative Budget
and Audit Conmittee handbook [Included in nenbers' packets]
which detailed the authorizing statutes for the conmttee and
identified the two permanent staff agencies, the Legislative
Audit Division and the Legislative Finance D vision. As
provided for in statute, the conmttee was authorized to adopt
rules for the conduct of its business and procedures per its
functi ons. She directed attention to page 39 of the handbook
which listed the formal rules as well as the dates of adoption
She offered her belief that the nore significant areas included
the approval and release of the audit reports and approval of
the audit requests, as well as contracts and reinbursenent for
travel
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M5. CURTIS discussed the confidential report release procedures
outlined on page 47 of the handbook. She enphasi zed that
statute nmade the audit and performance review process
confidential and that it was inportant for conmttee nenbers and
staff to take the necessary precautions to protect the
confidentiality of these docunents. She proclainmed that the
reports should not be copied or distributed. She explained that
the reports were first brought to the commttee as a prelimnary
report and distributed for discussion during the executive
session at a conmittee neeting. At this time, she would review
the recommendations and conclusions presented in the report.
Wien the committee conmes out of executive session, it would vote
whether to release the report to the agency being reviewed for

that agency's formal coments. These formal comments would be
forwarded to M. Curtis for revi ew, and would remain
confidential . She would add these comments to the prelimnary

report and return it to the conmttee as a final report, at
least two days prior to the Legislative Budget and Audit
Comm ttee nmeeting. These reports would be delivered in a seal ed

envel ope, marked Confidential, and would be printed on blue
paper in order to distinguish this confidential docunment from
ot her docunents. She stated that these reports would then be

di scussed during an executive session and, after exiting the
executive session, a vote would be taken to release the report
as a final public docunent. In response to Chair Stevens, she
clarified that confidentiality would end after the conmttee
rel eased the report as a public docunent.

11:44: 41 AM

M5. CURTIS reported on the current status of audit work. She
directed attention to the matrix of current audits [Included in
menbers' packets]. She relayed that currently there were 6
performance audit requests, 11 sunset audits, and the FY16
federal and financial audit to be conpleted. She explained that
the audits were prioritized by statutory or |egal requirenent,
and that performance audits were conducted as resources allowed.
She stated that there were 11 entities with termnation dates in
2018 which had to be conpleted in the year prior to term nation

Al though it was unusual to have so nany entities termnating in
one year, accompbdations had been nmade to ensure that all of
these audits would be released by the end of the year. She
reported that the oldest of the six performance audits was a
2008 audit request related to the [Matanuska Maid dairy plant],
in which the division had been asked "to follow the
di spossession of assets and report on whether they were disposed
in accordance with laws, regulations.” She noted that, as the
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final piece of property in Palnmer had just been sold, this audit
request could now be finished. She relayed that the next ol dest
audit was requested in 2014 Dby Representative Austerman

regarding the MWW Tustunmena overhaul and refurbishment. Thi s
audit was 15 percent conplete, but had been placed on hold, as
l[itigation had begun. She shared that she had been infornmed

during the past week by Departnment of Transportation & Public
Facilities that this litigation had been concluded; therefore,
the audit could now be conpleted. She noved on to list the 2016
audit request on the Board of Ganme Advisory Committee and the
three audits requested during Decenber, 2016, which included
audit requests for the Alaska Mental Health Trust Authority and
the Al aska Gasline Devel opnent Corporation. She reiterated that
these audits would begin when resources allowed, offering her
belief that performance audits would not be started until late
fall, 2017. She noved on to discuss the FY16 financial and
federal conpliance audits, reporting that, in My, 2016, she had
sent a letter to the Director of the Ofice of Mnagenent &
Budget, the Conm ssioner of Departnment of Admnistration, and
the Director of the D vision of Finance to inform them that she
anticipated these audited statenments "would be significantly
late" and the legislators would not know the audited bal ances
when they arrived for session. When the legislative session
began, she had sent a letter to the legislative |eadership
updating the status of the audits. She stated that, although
she had not received the draft financial statenents in order to
start the audit, other audit work w thout draft statenments was
progressing. She explained that inplenmentation of the new state
accounting system had made it difficult to prepare financial
st at enment s. She expressed her anticipation for reception of
these financial statenents in the next few days, after which it
woul d take about two and a half nonths to conplete the audit.

11: 48: 38 AM

SENATOR HOFFMAN asked, regarding the audit on the M Tustunena,
whet her the substantial delay due to the subsequent |awsuit had
affected the premise for the need of the audit. He suggested
that this question be placed to Representative Austernman.

M5. CURTIS, in response, explained that the audit request was
based on the challenges by the state for getting the W
Tustunmena back into the water after its refurbishment, and the
problems with the vendor responsible for the work. She proposed
to review the results of the litigation and then respond to the
commttee, noting that there were now new issues with the W
Tust unena. She offered to discuss at a l|ater date whether the
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conmittee desired to continue with the audit, termnate the
request, or alter it.

CHAI R STEVENS expressed his desire to further the discussion
when Ms. Curtis was prepared.

11:50: 47 AM

REPRESENTATI VE KAWASAKI asked about the process to termnate an
audi t .

M5. CURTIS, in response, said that there were fornal, adopted
rules of procedure for termnation of an audit request,
explaining that it would take a vote of the commttee. She
shared that, historically, once an audit was requested, it would
take sonmething nore significant than a change in |eadership to
term nate.

REPRESENTATI VE = KAWASAKI asked when the post audits were
avai |l abl e for nenbers.

M5. CURTIS replied that she did not perform those audits,
al though with sone outside corporations, she did approve their
hired auditors. She said that the final drafts of outside
audits were typically available by md-Cctober, although there
had been a delay in several outside audits during this year
whi ch had further contributed to the problenms of the financial
st at ement s.

SENATOR BISHOP, in response to Chair Stevens, opined that the
original discussion around the MV Tustunmena had centered on sone
of the welding procedures, and that, after the due diligence,
the audit would no | onger be necessary.

Executi ve Sessi on

11:53: 26 AM

CHAI R STEVENS announced that the next order of business would be
to nove into Executive Session.

11:53: 41 AM

REPRESENTATI VE JOSEPHSON made a notion to nobve to executive
session under Uniform Rule 22(b)(1) for the purpose of
di scussing nmatters, the immediate know edge of which would
adversely affect the finances of a governnent unit and Uniform
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Rule 22(b)(3), discussion of a mtter that may, by l|aw, be
required to be confidential. There being no objection, the
commttee went into executive session at 11:54 a.m

11:54:11 AM

The commttee took an at-ease from11l:54 a.m to 12:57 p. m

12:57: 07 PM

CHAI R STEVENS brought the conmttee back to order at 12:57 p.m

Consul tant Contracts

12:57:16 PM

REPRESENTATI VE JOSEPHSON noved that the Legislative Budget and
Audit Conmittee approve Anendnent 1 to the professional services
contract with Enalytica, Inc. in the anmount of $20,000 for the
period of February 1, 2017 - WMy 31, 2017 and the Section
04.08.1 exenption per the Alaska Legislature procurenent
procedur es.

CHAI R STEVENS explained that, as the end of these contracts
approached, he wanted to ensure that advisenent was avail able
until there were additional contracts.

CHAIR STEVENS, in response to Senator MacKinnon, added that
these contracts were only as needed and there was not any
automatic nonthly stipend.

A roll call vote was taken. Represent ati ves Kawasaki, Seaton

Spohnhol z, Johnston, and Josephson and Senators MacKi nnon,
G essel, Hoffman, and Stevens voted in favor of the amendnent to
the contract with Enalytica, Inc. Therefore, the amendnent was
reported out of the Legislative Budget and Audit Committee by a
vote of 9 - O.

12: 59: 25 PM

REPRESENTATI VE JOSEPHSON noved that the Legislative Budget and
Audit Conm ttee approve Anendnent 1 to the professional services
contract with Hart Energy Publishing LLLP for the period of
February 1, 2017 - June 30, 2017 and the Section 04.08.1
exenption per the Al aska Legi sl ature procurenent procedures.
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CHAIR STEVENS reiterated that these contracts were only as
needed and to ensure that advisenent was available until there
were additional contracts.

1: 00: 02 PM

A roll call vote was taken. Represent ati ves Kawasaki, Seaton,
Spohnhol z, Johnston, and Josephson and Senators MacKi nnon,
G essel, Hoffman, and Stevens voted in favor of the amendnent to
the contract with Hart Energy Publishing LLLP. Therefore, the
amendnent was reported out of the Legislative Budget and Audit
Commttee by a vote of 9 - 0.

1: 00: 43 PM

REPRESENTATI VE JOSEPHSON noved that the Legislative Budget and
Audit Conm ttee approve Anendnent 1 to the professional services
contract with Roger Marks for the period of February 1, 2017 -
June 30, 2017.

CHAIR STEVENS reiterated that these contracts were only as
needed and to ensure that advisenent was available until there
were additional contracts.

1: 01: 03 PM

A roll call vote was taken. Represent ati ves Kawasaki, Seaton,
Spohnhol z, Johnston, and Josephson and Senators MacKi nnon,
G essel, Hoffman, and Stevens voted in favor of the amendnent to
the contract with Roger Marks. Therefore, the anmendnment was
reported out of the Legislative Budget and Audit Committee by a
vote of 9 - O.

1:01: 35 PM
ADJ QURNVENT
There being no further business before the conmttee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
1:01 p.m
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