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ACTI ON NARRATI VE

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 1:38:56 PM Present were Senators
Davis, Ellis, Seekins and Chair Bunde.

BILL NOLL, Comm ssioner, Departnent of Comerce, Community &
Econom c Devel opnent (DCCED), said the question he was asked to
answer is: does the state make any noney back on the investnents
it makes in its resources. He related that the DCCED, the
Department of Revenue (DOR) and the Departnent of Fish and Gane
(ADF&S) would lead them through the results. He then introduced
Al Cdough, Deputy Conm ssioner, DCCED, who presented the
overview. [A copy of the power point is available through the
Senate Labor and Commerce Conmittee at 465-4843 and at the
Legislative Library at 465-3808 at the end of the legislative
session. ]

AL CLOUGH, Deputy Conm ssioner, DCCED, presented a power point
saying the review would cover net return to State of Alaska
investnments in tinber, tourism mnerals and conmmerci al
fisheries — essential noney into the State of Alaska s coffers
versus noney out. He said his slides aggregated the data and
t hen provided detail of the various funding sources for both.

Total gross revenues for those categories in 2005 were $156

mllion; total operating expenditures were $110,381 mllion -
resulting in a net to the state of a little nore than $44
mllion. The tinber industry made a nodest return; mnerals
returned a little over $12 mllion; fisheries returned $11
mllion; and tourismreturned $20 mllion.

1:42: 44 PM
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MR. CLOUGH explained that the majority of the tinber revenues
are from corporate incone tax and tinber sale receipts on state
| ands and a nodest anount of national forest receipts. The
Department of Comerce, Comunity & Econom c Devel opnent has a
small effort in pronoting the forest products industry that is
GF supported. The DNR Division of Forestry took in $2.2 nmillion
and had $1.6 mllion budget. Corporate inconme tax, tinber sales
and Nati onal For est receipts were sources of revenue.
Predom nant state expenditure happened in the DCCED and DNR (Hi s
figures excluded what DNR spends on fire suppression).

MR. CLOUGH said that Tourism revenues come from portions of the
vehicle rental tax, corporate incone tax, hunting licenses, the
Marine H ghway System and a nodest amount from federal funds
totaling about $50 mllion wth expenditures going towards
mar keting and the Al aska Travel Industry Associ ation.

1:47:48 PM
The Division of Commercial Fisheries has a breadth of prograns
that bring about $90 million into the state.

1:49: 21 PM
CHAIR BUNDE asked him to explain the mnus figures in his
prelimnary report.

1:49:36 PM

GLENN  HAI GHT, Fi sheries Devel opnent Specialist, Ofice of
Econom ¢ Devel opment, DCCED, responded that the prelimnary
report indicated that $20 mllion in the fisheries business tax
category was supposed to go to comunities, but it was pointed
out that managing the seafood industry was not really an
expense. So, that portion was taken out and that is reflected in
the later part of the report.

CHAI R BUNDE asked himto explain the $20 mllion that is shared
wi th communities.

MR. HAI GHT explained that the fisheries business tax brings in
$28 mllion and the fisheries resource landing tax brings in $9
mllion — half of which is appropriated by the Legislature to
communities through the shared business tax program It is not a
real commercial fisheries expense.

CHAI R BUNDE asked what the communities use it for.

MR. HAIGHT replied that he didn’t know exactly.

SENATE L& C COW TTEE - 3- March 21, 2006



CHAIR BUNDE commented that sounded like a form of revenue
sharing and he wanted to know why that nobney was being sent to
t hose communi ti es.

REPRESENTATI VE PEGGY W LSON expl ai ned that that noney comes from
the raw fish tax that is collected in communities where the fish
are landed. Part of the tax goes back to the conmunity in which
it was coll ected.

1:52:17 PM

MR. CLOUGH al so explained that those dollars were indicated as
an expense in an earlier version of this presentation, but they
are actually being collected in trust and then given back to the
comunities. He reported that the seafood industry had “turned a
hard corner” and has been quite successful in recent tines.

1:55:01 PM

He went on to explain the mning and tourism nunbers and
mentioned that the study was not exhaustive. The mnerals
i ndustry gross value had gone from $1 billion to $2 billion and
it contributes over 3,000 direct jobs to the econony. However,
he did nention that Pogo Mne was just pouring its first gold
and significant returns to the state treasury would start com ng
in fromthat in FY 2008 or 2009. He offered to answer questions
at this point.

2:00: 11 PM

CHAIR BUNDE said he had been very helpful in answering his
guestion of what these various expenditures return to the state
and that he had received a nore positive picture than he had
anti ci pat ed.

2:00: 58 PM

SENATOR SEEKINS asked if all the non-resident hunting, fishing
and trapping licenses included in the tourism category included
any federal matching funds.

2:01:21 PM

CARYL MCONKIE, Tourism Program Manager, Ofice of Economc
Devel opnent, DCCED, indicated that those figures didn’t include
mat chi ng funds.

2:01: 47 PM

SENATOR SEEKINS asked if there is a threat in the short term
that any of those federal funds m ght not becone available for
comnmerci al fisheries.
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MR. HAIGHT said he couldn’t answer that, but the federal sources
seened to be pretty standard so far

COMM SSIONER NOLL said while the state has done very well in
terns of exporting fish because of its heavy marketing effort,
he was still very <concerned about the marketing of our

cormercial fisheries. He reported that the Alaska Seafood
Marketing Institute (ASM) has about $2 mllion left in the bank
and another $7 mllion coming in from the federal governnent
which is sonme confort.

2:04:42 PM
CHAI R BUNDE asked if the fishing industry has cycles and is it
gradual |y trendi ng up.

COWM SSI ONER NOLL replied that Al askans are very concerned after
9/ 11 about the inpact on this industry. There was a slight dip,
but things have noved back in a positive direction. He had sone
concern about how the cost of fuel and passport control at
border <crossings would inpact nmarketing efforts. But, he had
contacted Alaska’ s congressmen who are helping on the federal
| evel and the trend is up in this area.

The biggest trend in the fisheries market has been the
devastating effects of acceptance of farned salnon out of Chile
and Norway. “It just cavitated our salnon industry here. Val ues
dropped about 80 percent.” However, the industry has seen a very
strong coneback through support of its communities and just
pl ain good |uck associated with the growing concern that farned
fish is not good for you. He reported that the state’'s fish
exports in 1998-99 were $700 million, but in 2005, exports were
up to about $2 billion.

2:07:36 PM
COM SSIONER NOLL said that the forestry industry has a
different story. “W have shot ourselves in the foot - as |

think everyone in this room is probably well aware.” On this
front, he along with the state’s team would be neeting with the
U S. Forest Service and hoped to formulate a plan that would
reestablish the availability of the resource, itself.

2:08:31 PM

MR. CLOUGH interjected that a joint effort was under way between
the DCCED, DNR, U.S. Forest Service and the Fairbanks Econom c
Devel opnent Corporation on trying to advance the interior forest
i ndustry.

SENATE L&C COW TTEE - 5- March 21, 2006



2:09: 50 PM
CHAI R BUNDE encouraged himto hold on to the base line and cone
back to the | egislature next year.

COM SSIONER  NOLL highlighted that the state has another
comodity — noney. He said, “Qur Permanent Fund nakes nore noney
t han anything el se.”

CHAI R BUNDE acknow edged that and added that Al aska has also
advanced its trust industry, which has generated sonme incone for
t he state.

COWM SSI ONER NOLL added that around the country those trusts are
named “Alaska trusts.” He thought that concept could be
expl oi ted nore.

CHAIR BUNDE extended his sincere thanks to the departnent for
this presentation and said that he would also entertain a
meeting regarding funds returned to the state via the Permanent
Fund Corporation. There being no further business to cone before
the commttee, he adjourned the neeting at 2:12:53 PM
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