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PCSI TI ON  STATEMENT: Requested an audit of the taxes and
assessnments related to the fishing industry.

PAT DAVI DSON

Legi sl ative Auditor

Legi slative Audit Division

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified and answered questions pertaining
to both the audit requests.

PETER CRI MP
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POSI TI ON STATEMENT: Presented an update and answered questions
on the Renewabl e Energy Fund Program

SARA FlI SHER- GOAD

Deputy Director, Operations

Al aska Energy Authority (AEA)

Anchor age, Al aska

POSI TI ON STATEMENT:  Answer ed questions during the update of the
Renewabl e Energy Fund Program

ACTI ON NARRATI VE
2:38: 02 PM

CHAIR KEVIN MEYER called the Legislative Budget and Audit
Commttee neeting to order at 2:38 p.m Representatives Hawker
Neuman (via t el econf erence), Stoltze, Doogan (via
tel econference), and Tuck (via teleconference), and Senators
Meyer and Menard (via teleconference) were present at the cal
to order. Representative Thomas (via tel econference) arrived as
the neeting was in progress.

Approval of M nutes

2:38:44 PM

CHAI R MEYER announced that the first order of business would be
t he approval of the m nutes.

2:39: 23 PM
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REPRESENTATI VE HAWKER nmade a notion to approve the mnutes of
Decenber 14, 2010. There being no objection, the mnutes from
the nmeeting of Decenber 14, 2010 were approved.

2:39: 54 PM

REPRESENTATI VE STOLTZE noted that the mnutes were far "nore
accurate and reflective of what went on in the conmmttee than
the Legislative Council commttee ... and nore accurately
reflected what transpired.™

Audit Reqguests

2:40: 42 PM

CHAI R MEYER announced that the next order of business would be
the Audit Requests.

2:40:54 PM

REPRESENTATI VE  ALAN  AUSTERMAN, Al aska State Legi sl ature,
requested an audit to clarify that the Departnent of Revenue
(DOR) had collected the full value of the raw fish tax, and had
not based it solely on the paynent at the tine of the I|anding.
Based on differing assessnents by the entities, he also
guestioned the revenue distribution by DOR to the Al aska Seaf ood
Marketing Institute (ASM). He requested an audit of the taxes
and assessnents related to the fishing industry: the Fishery
Busi ness Tax, the Fishery Resource Landing Tax, the Seafood
Mar ket i ng Assessnent, Regi onal Seafood Devel opnment Tax, the Dive
Fi shery Managenent Assessnent, and the Sal non Enhancenent Tax.

2:43:49 PM

PAT DAVI DSON, Legislative Auditor, Legislative Audit D vision,
Al aska State Legislature, in response to Representative Hawker,
acknowl edged that the objectives for this audit request were
clearly stated. She pointed out that a study of a five year
time period would be sufficient.

2:44: 41 PM
REPRESENTATIVE HAWKER noved to approve the request by
Representative Austerman for an audit of the fisheries tax and

assessnments by DOR

2:45: 06 PM
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CHAI R MEYER asked if there were any questions. There being no
obj ection, the audit request was approved.

2:45:46 PM

CHAI R MEYER announced that the next audit request was a follow
up to an earlier request by Senator Bettye Davis.

2:45:57 PM

M5. DAVIDSON explained that this audit request, previously
subnmitted by Senator Bettye Davis, was for a Legislative Audit
of the Alaska State Human Rights Commission and the State
Onbudsman's O fice. She pointed out that the Legislative Budget
and Audit Committee had earlier approved the audit request for
the Alaska State Human R ghts Commission, but had taken no
action with regard to the audit request of the State Orbudsman's
Ofice. She directed attention to a concern that, as the Ofice
of the Orbudsman and the Legislative Audit D vision were both

Legi sl ative Agenci es, there was not t he or gani zat i onal
i ndependence of the two entities necessary for an independent
audi t. She reflected that both offices had stringent statutory

requi renents for maintaining confidential information, but that
the Legislative Audit Division was the only office to have |egal
access to the records of the Ofice of the Onbudsman. She
proposed that the Legislative Budget and Audit Conmittee
contract for a managenent review, which would realize the
request objectives of Senator Davis. This review would be
subject to the sanme release procedures as the audit reports,
prior to its release to the public.

2:49: 00 PM

CHAIR MEYER agreed that M. Davidson's suggestion would resolve
the audit request by Senator Davis.

M5. DAVIDSON, in response to Chair Myer, replied that she had
been working toward this resolution with the staff in Senator
Davis's office.

REPRESENTATI VE STOLTZE reflected on his past disagreenents with
the Ofice of the Orbudsman.

2:50: 34 PM

REPRESENTATI VE HAWKER pointed out that the Orbudsnman was a
constituent and, in order to avoid any perceived conflict of
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interest, any future business with the Ofice of the Orbudsnman
woul d be conducted by the Vice Chair for the Legislative Budget
and Audit Comm ttee.

2:51:34 PM

REPRESENTATI VE HAWKER noved to approve the audit request by
Senator Davis as discussed by M. Davidson. There being no
objection, the audit request was approved.

2:51:59 PM

Subcommi ttee Report

2:52:19 PM

CHAI R MEYER announced that the next order of business was the
Audit Review Subcomrittee Report on the Alcoholic Beverage
Control (ABC) Board. He sunmmarized that the Subcomm ttee had
recommended the transfer of the operation of the ABC Board to
the Departnment of Commerce, Comunity & Econonic Devel opnent
( DCCED) .

2:53: 35 PM

REPRESENTATI VE HAWKER reported that, as incomng Chair of the
Legislative Budget and Audit Conmttee, he would introduce
legislation for this transfer. He asked if the suggestions of
t he Subcomittee were supported by the other comm ttee nenbers.
2:54.29 PM

CHAIR MEYER surm sed that DCCED was a good conpromise as it
dealt with small busi nesses.

2:54: 53 PM

REPRESENTATI VE STOLTZE agreed with the change, but he cautioned
that there was no intent to di m ni sh enforcenent.

2:55:52 PM
SENATOR MENARD concurred with the final Subconmmittee report.
2:56:42 PM

There being no objection, the Subcomm ttee Report was accepted.
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Executi ve Sessi on

2:57:12 PM

REPRESENTATI VE HAWKER nmade a notion to nove to executive session
for the purpose of discussing confidential audit reports under
AS 24.20.301. There being no objection, the commttee went into
executive session at 2:57 p.m

3:32:58 PM

CHAI R MEYER brought the commttee back to order at 3:32 p. m

Rel ease of Audits

3:33:10 PM

REPRESENTATI VE HAWKER nmade a notion for the final audits of the
Sunset Reviews of the Departnent of Comerce, Comunity &
Econom ¢ Devel opnment and the Regulatory Commi ssion of Al aska,
and the special report on the Departnent of Natural Resources
Al aska Coastal Managenment Program Part 1, to be released to the
public for response. There being no objection, it was so
or der ed.

3:33: 36 PM

REPRESENTATI VE HAWKER made a notion for the prelimnary audit
for the Special Report for the Departnment of Natural Resources
Al aska Coastal Managenent Program Part 2, to be released to the
appropriate agency for response. There being no objection, it
was so ordered.

AEA- Renewabl e Energy Proj ect Updates

3:33:57 PM

CHAI R MEYER announced that the |ast order of business would be
an update on the Al aska Energy Authority (AEA) Renewabl e Energy
Proj ect s.

3:35:20 PM

PETER CRIMP, Alternative Energy Program Manager, Al aska Energy

Aut hority (AEA), stated that he would review the hand-outs
[Included in the nenbers' packets], point out the trends, and
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answer any questions. He referred to the Renewabl e Energy Fund
Program Update, which reflected that 461 applications had been
recei ved, 133 applications had been funded, and that 116 grants
were in place. He noted that only 4 grants had been cancell ed.
He shared that AEA had recommended payment of $202.6 mllion of
the $1,094 million requested, with $44.4 nmllion dispersed to
date. He reported that $4.7-%$10 million from del ayed grants was
now available for reallocation. He directed attention to the
footnotes which further detail ed individual projects.

3:38:23 PM

CHAI R MEYER asked for details on the savings generated from the
conpl eted projects. He opined that it was necessary for the
rate payers to recogni ze a savi ngs.

3:39: 05 PM

MR. CRIMP agreed and said that AEA would collect the performance
and operational data to answer these questions. He reported
that a detailed status update with fuel savings for power and
heating projects would be available to the legislature by the

end of the nonth. He projected an anticipated savings of 2.5
mllion gallons of oil during 2011, wth a projected fuel
savings of 6.5 mllion gallons per year from future construction
proj ect s. He opined that analysis had shown the project

paybacks to be inherently econom c.

3:40: 58 PM

CHAIR MEYER offered his belief that the "bottom |line savings to
the rate payers” was the objective. He asked if an estimte of
savings was avail able prior to project approval.

3:41:45 PM

MR CRIMP offered to provide the estimates of savings to date,
as well as the nethodol ogy.

3:42: 20 PM

REPRESENTATI VE  STOLTZE opined that there had not been
sustainability criteria at the onset of the projects.

3:42: 58 PM
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REPRESENTATI VE THOVAS of fered an exanple of the savings effects
for Qustavus.

3:43:57 PM
SENATOR MENARD rel ated an exanple for the cost savings generated

by the Pillar Muntain Wnd Project in Kodiak. She asked for
nore information regarding the Bethel Wnd Project.

3:44: 37 PM

MR. CRIMP explained that the Bethel Wnd Project would devel op
400 kilowatts of wi nd power, but that it was still necessary for
this project to obtain a power purchase agreenent wth Bethel
Uilities. He revealed that TDX Power was taking over the
utilities in Bethel, and that TDX had proposed to install |arger
t ur bi nes. He suggested that this <could generate greater

savings, and that AEA was working with Bethel Uilities and TDX
to study the feasibility of the larger turbines wth the
possibility that the projects could nerge, and qualify for an
i ncreased cost all ocati on.

3:45: 58 PM

CHAIR MEYER pointed out that the Swan-Tyee Intertie electric
transm ssion line project had | owered both rates and di esel use.

3:46: 48 PM

MR CRIMP, in response to Chair Meyer, offered to provide the
requested project infornmation. He directed attention to the
"pie chart” handout titled "Round 1-3 Funding by Phase", which
depicted the expense allocations, the majority of which were for
constructi on. He reported that 11 construction projects and 11
design and feasibility projects were currently conpleted, wth
21 nore construction projects projected for conpletion by the
end of 2011. He called attention to the "Qutl ook" graph on the
same handout, which reflected the projected drawdown of funds
t hrough June, 2014, and noted that $115 mllion would be drawn
down by Septenber, 2012. He pointed out that the discrepancy
bet ween the $150 million project allocation and the $115 mllion
drawdown reflected the need for nore information from a few
projects before the drawdown of those funds woul d be schedul ed.
He introduced the Renewable Energy Fund Construction Schedul e,
whi ch reflected the cunul ati ve drawdown schedul e.

3:51: 24 PM
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CHAI R MEYER asked about plans for the remainder of the Round 1
fundi ng which had not yet been dispersed.

MR CRIMP, in response, affirmed that some projects had been
del ayed. He inforned the commttee that caps had been placed on

projects, $4 mllion for higher cost areas and $2 mllion for
| oner cost areas, and that these caps had necessitated the
grantees to come up with the remaining financing. He pointed

out that, prior to funding, all financing and permtting needed
to be in place. He sunmmari zed the delayed projects, and |isted
t hose projects which were now proceedi ng. He reported that AEA
was sending letters to grantees detailing the need for
"deliverables by a date certain, otherwwse we will need to start
the process of bringing the grants back."

3:55: 24 PM

REPRESENTATI VE STOLTZE asked if Governor Parnell had recognized
the correct funding for backlogged projects in his capital
budget reconmendati ons.

3:56: 02 PM

SARA Fl SHER- GOAD, Deputy Director, Operations, Al aska Energy
Authority (AEA), offered her belief that the $35 mllion funding
avai |l abl e for Round 4 should be sufficient.

3:57:55 PM

MR CRIMP directed attention to the project conpletion schedul e
outlined on the Renewabl e Energy Fund Construction Schedul e.

3:58: 46 PM

CHAIR MEYER asked for specifics on the Anchorage Minici pal
Landfill Gas project.

3:59:18 PM

MR CRIMP replied that this project should be conpleted by 2012.
He expressed his pleasure with the project, and explained that
the project had ensured that its solicited conpetitive proposals
were consistent with the ternms of the grant. The accepted
proposal would allow for the gas to be sold and piped to Joint
Base El nmendorf-Ri chardson and Fort Wainwight for power and heat
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generati on. He affirmed that the proposal provided a good
econonmi ¢ solution for the Anchorage nunicipality.

4:01: 05 PM

SENATOR MENARD asked for nore information about the Fi shhook
Creek Hydro project.

4:01: 34 PM

MR CRIMP replied that this was a project proposal from an
i ndependent power producer. He relayed that AEA had infornmed
the contractor that, prior to any funding, conpletion of the
pre-construction activities and the power purchase agreenent
Wer e necessary.

4:02:46 PM

MR CRIMP, in response to Chair Meyer, explained that the
Kvi chak River project was being conbined with an AEA world power
system upgrade program which was receiving Denali Comm ssion
f unds. He noted that both projects needed to be constructed
si mul t aneousl y. He opined that the project cost presented on
this construction schedule would be revised after the final
design data was subm tted.

4:03:53 PM

MR. CRIMP gave a brief explanation of the Kvichak River project
and opined that the project could be funded through the energing
ener gy technol ogy fund.

4:04: 56 PM

REPRESENTATI VE DOOGAN established that his son-in-law was a
consultant for the Fishhook Creek Hydro project. He asked for
nore information about the 12 projects listed with funding of
nore than $2 million

4:06:12 PM

MR CRIMP explained that the two levels of caps included $4
mllion for high cost areas and $2 mllion for |ower cost areas.
He pointed out that in Round 3, after there had been caps in the
first two rounds, it was decided to "not cap it by project but
we will cap it by round.” He explained that in the final Round
4 the projects cumulatively could not go over $4 nillion for
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high cost areas, and $2 mllion for the |ow cost areas. He
asserted that the project developers would need to find other
sources of financing, if additional funding were necessary.

4:08: 03 PM

REPRESENTATI VE DOOGAN questioned projects well beyond any cap,
specifically the NW Arctic Borough Wnd Farm whi ch was projected
at alnost $11 mllion.

4:08:40 PM

MR CRIMP, in response, said that this was a project from three
comunities, wth project co-ordination by the NW Arctic
Bor ough. He disclosed that AEA had since changed its
gui delines, so that the grantee would now be the project owner
and devel oper.

4:10: 02 PM

SENATOR MENARD asked for nore information about the solar
proj ects.

MR CRIMP replied that photovoltaic solar projects were not
econom ¢ in Al aska. He explained that solar thermal projects,
whi ch captured heat and used it nore directly, appeared to be
nore economi C.

4:12: 12 PM

SENATOR MENARD t hanked Chair Meyer for his work as Chair of the
Legi sl ative Budget and Audit Conmitt ee.

REPRESENTATI VE DOOGAN agr eed.
4:14:12 PM

Adj our nnent

There being no further business before the conmttee, the
Legi slative Budget and Audit Conmttee was adjourned at 4:14
p. m
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