HOUSE FI NANCE COW TTEE
January 26, 2011
1:32 p.m

1: 32: 38 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 1:32 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello

Representative M ke Doogan

Representati ve Bryce Edgnon
Representative David Guttenberg
Representati ve Reggi e Joul e

Represent ati ve Mark Neuman

Representative Tanm e WI son

VEMBERS ABSENT

Representative Les Gara

ALSO PRESENT

Susan Bell, Comm ssioner, Departnent of Comrerce, Comunity
and Economi c Devel opnent; Jo Ellen Hanrahan, Director of
Adm ni strative Services, Departnent of Comrerce, Community
and Econom c Devel opnent; Representative Dan Saddl er; John
J. Burns, Attorney GCeneral, Departnment of Law;, Dave
Bl ai sdel I, Di rector, Admi nistrative Services Division,
Department of Law Ri chard Svobodny, Deputy Attorney
General, Crimnal D vision, Departnent of Law.

SUMVARY
BUDGET OVERVI EW&:
Depar t ment of Conmmer ce, Community and  Econom c

Devel opnent
Depart nent of Law
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"BUDGET OVERVI EW DEPARTMENT OF COMMVERCE, COWMUNITY AND
ECONOM C DEVELOPNMENT

1: 33: 35 PM

SUSAN BELL, COW SSI ONER, DEPARTMENT OF COMMERCE, COVMUNITY
AND ECONOM C DEVELOPMENT, (DCCED) introduced a Power Point,
"Al aska Departnment of Commerce, Conmmunity and Economc
Devel opnent : Promoting a Healthy Econony and Strong
Communi ties" (copy on file).

Comm ssioner Bell described DCCED as very broad, with six
corporate agencies and six core agencies. She shared the
collective mssion statenment of DCCED agencies: "Pronbte a
heal thy econony, strong communities and protect consuners
in Alaska."” She noted the organizational chart (Slide 2)
depicting the departnent's relationships with the various
associ ated corporations (connected to the departnment wth
dotted lines), including the Al aska Aerospace Corporation,
the Alaska Energy Authority, the Alaska Industrial
Devel opnent Export Authority, the Al aska Seafood Marketing
Institute, the Regulatory Commi ssion of Alaska, and Serve
Al aska. She explained that DCCED has varying degrees of
involvenent wth the corporate agencies, ranging from
providing adm nistrative services, serving on boards, and
wor ki ng corroboratively with them

Comm ssioner Bell |isted the core state agencies of DCCED:

e Division of Banking and Securities

* Division of Corporations, Business and Professional
Li censi ng

* Division of Coormunity and Regional Affairs

* Division of Insurance

e Ofice of Econom c Devel opnent

Comm ssioner Bell noted a nunber of ways that the various
agencies worked collectively to achieve the departnent's
m ssion, from providing access to capital, providing state
grants and |oans, providing progranms targeting a nunber of
industries, marketing Alaska as an entity overall as well
as Al aska products and services, regulation of a nunber of
aspects of the business conmunity (including banking,
securities, corporations, insurance, occupations, public
utilities), and providing assistance to |ocal governnents.
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She hoped to provide the conmittee wth a Dbetter
understanding of DCCED s activities and challenges at the
di vision | evel.

Comm ssioner Bell indicated a map of Alaska on Slide 3
showing the locations of the departnent's 538 enployees in
Anchorage, Bethel, D llingham Fairbanks, Juneau, Kodi ak,
Kot zebue, Nonme, Tok, and Seattle (the location of the
Al aska Seafood Marketing Institute office).

Comm ssioner Bell directed attention to the departnent's
four priority program areas, wth the entities involved
i sted underneath each (Slide 4):

 Econom ¢ Devel opnent
o0 Econom c Devel opnent; Al aska Aerospace; Al DEA,
ASM

» Sust ai nabl e Energy
o Al aska Energy Authority

e Strong Communities
o Community and Regional Affairs; Serve Al aska

« Consuner Protection
o Banking and Securities; |Insurance; Corporations,
Busi ness and Professional Licensing;, Regulatory
Comm ssi on of Al aska

Commi ssioner Bell noted that the individual budgets woul d
be discussed in nore detail at the subcommttee |evel. She
noted overall that the priority area econom c devel opnent
had a FY 12 reduction over the FY 11 budget of $459, 000.
The energy prograns achieved by the Al aska Energy Authority
(AEA) had a reduction over the FY 11 budget of $1.5
mllion, predomnantly from a reduction in power cost
equal i zati on.

Co-Chair Stoltze opined that the Division of Corporations,
Busi ness and Professional Licensing should be listed under
the priority heading "economc developnent” and not
"“consunmer protection.” He pointed out that the division's
focus was commerce and that nost Al askans interfaced wth
it. He comended the current |eadership in the division. He
noted that snmall business people in his district were
paral yzed when sl owed down by a |icense renewal. He thought
nore inprovenents <could be nmde to support economc
devel opnment in the state. He did not want to see governnent
slow ng things down, whether the operation was |arge or
smal | .
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1: 40: 37 PM

Comm ssioner Bell noted sonme of the staff changes that had
been made in the departnent. She recognized enployees for
wor k done. She detailed that the departnent interacted with
over 115 businesses. She stressed that the presentation was
organi zed in priority areas.

Comm ssioner Bell directed attention to a pie chart on
Slide 5, "Budget by Priority Program indicating the
conparabl e portions of the total proposed budget for FY 12
of $204, 178,400, which was a 4 percent decrease fromthe FY
11 budget. The <colored slices detailed the budget by
priority areas:

* Economic Gowh (red): $79,806,000; 39 percent of the
total budget

 Sustainable Energy (green): $53,315,800; 26 percent of
the total budget

e Strong Comunities (yellow): $38,927,500; 19 percent
of the total budget

e Consumer Protection (blue): $32,129,100; 16 percent of
the total budget

Comm ssioner Bell turned to the first priority area,
"Econom ¢ Devel opnent Prograns” (Slide 6):

e Division of Econom c Devel opnent
o Strengthening/realigning: fi nance, mar ket i ng,
research, busi ness/ t echni cal assi st ance,
out reach/ coor di nati on
* Fi nanci ng
o 268 loans, totaling $20.3 nmillion
o Legislation proposing several targeted | oan
progr ams
« Mde in Al aska
0o 2010 Showcase: 48 vendors and 19 Al aska/nationa
buyers
e Alaska FilmOfice
o 29 filmproductions prequalified for tax credits
o Marketing and | ogistical support for productions

Conmmi ssioner Bell detailed that the D vision of Econonmc

Devel opnent had been created the previous fall. She
stressed the inportance of strengthening and realigning
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Al aska's economni c devel opnent prograns in the areas |isted
on the slide, including wthin state, federal, and
community governnents, as well as with the private sector.
She reported that DCCED had been engaging with nmany key
or gani zati ons.

1: 44: 15 PM

Representative Costello queried the nmerging of the D vision
of Investnments with the new division. She asked whether
there had been fund-tracking problens. Comm ssioner Bell
responded that there had previously been concerns about a
fragnented approach in state activities and that the focus
was on a narrowWy defined nunber of industries. The
departnment felt that bringing together the two divisions
(the Ofice of Economc Developnment and the Division of
| nvestnents) would provide a franework for nore effectively
servicing businesses statewide, particularly related to
financing. She pointed to prograns that had not been fully
utilized, including the Alaska Small Business Devel opnent
Center, the Rural Developnent Investnent Fund (RDIF), and
Capstone Aviation. There was currently nore outreach and
the departnment was better able to incorporate industry and
community feedback.

Co-Chair Stoltze queried the amount of the pre-qualified
tax credits under the Alaska Film Ofice.

JO ELLEN HANRAHAN, DI RECTOR OF ADM NI STRATIVE SERVI CES,
DEPARTMENT OF COMVERCE, COWMUNI TY AND ECONOM C DEVELOPMENT,
replied that there had been $244,000 in tax credits through
FY 10.

Comm ssioner Bell added that DCCED reviewed the production
for the 29 pre-qualified filnms. In order to be approved,
the production had to be audited by an Al askan firm There
were presently four productions that have been approved,
with $244,000 in tax credits.

1:48: 07 PM

Co- Chair Thomas asked which shows had qualified for the tax
credits. Conmm ssioner Bell replied that the |ist was posted
on the departnment website. She pointed out that the
production firm names were often different than the nanme of
t he show.
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Co-Chair Stoltze asked for the information to be provided
to the co-chairs.

Co- Chair Thomas thought the public would |ike to know which
shows were wusing the tax credits. He thought shows that
were given the credits should be marketing Al aska. He
referred to an Al askan business was expecting nore trade
because of a show, even before the season started, bookings
were up 25 percent for the year

Representative Neuman believed the available «credits
anounted to between 30 and 40 percent of production costs;
he requested the actual nunbers. He thought the projection
of Alaska in the shows was positive.

Comm ssioner Bell detailed that the base for the tax
credits was 30 percent of production cost; there were two
additional step increases up to 44 percent, depending on
seasonality, rural location, and Al aska hire.

Vi ce-chair Fairclough noted that she had voted in
opposition to the film credits provision and thought the
reasons woul d beconme clear in a few years. She had concerns
about film credits being used for projects that could
result in closing down resource devel opnent in Al aska. She
believed Alaskan businesses had been trying extract
resources in a responsible manner and she was concerned
that the filmcredits had drawn people to Alaska that would
highlight the state in a way that would not be beneficial
to Al askans.

Co-Chair Stoltze noted that he also had voted against the
film tax credits. He opined that tax credits were |Iike
general funds; when used, the |egislature |lost the power to
make deci si ons about the noney.

1:52: 57 PM

Representative WIson queried the process of getting the
tax credits related to how a project would benefit the
state or not. Commi ssioner Bell responded that the pre-
approval process included a review of the script. 1In
addition, an Alaskan firmwould audit the financials of the
project. She offered to get nore information about what
woul d happen if the production changed significantly from
its initial review
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Comm ssioner Bell continued with the first priority area
"Econom ¢ Devel opnment Prograns” (Slide 6).

Di vi sion of Econom c Devel opnent

o Strengthening/realigning: finance, mar ket i ng,
resear ch, busi ness/ t echni cal assi st ance,
out reach/ coordi nati on

* Financing

o 268 loans, totaling $20.3 mllion

o Legislation proposing several targeted | oan
pr ogr ams

e Mde in Al aska
o 2010 Showcase: 48 vendors and 19 Al aska/nationa
buyers
Al aska FilmOfice
o0 29 filmproductions prequalified for tax credits
o Marketing and | ogistical support for productions

Conmi ssioner Bell detailed that the "Mide in Al aska"
program certified the use of the "Made in Al aska" | ogo;
there had been a showcase in Anchorage that had resulted in
new business relationships as well as sales for nearly 15
vendors. She comended the program staff for bring together
buyers and sellers.

Comm ssioner Bell reported that she had asked the Al aska
Film Ofice staff to ensure that the state was presented in
the nost effective way possible when selecting shows. She
wanted to be broad and strategic regarding the industry.

Comm ssioner Bell nmentioned challenges. She referred to a
third-party certification r anki ng Al aska' s busi ness
environnment for conpetitiveness at nunber 50 out of 50
states in the country. She stated that the departnent's
econom ¢ devel opnent prograns had been review ng how Al aska
was narketed. The departnment wanted to figure out how to
best serve the business community and get businesses to
come to the state.

Conmi ssioner Bell added that another challenge was working
within state governnent and with other organizations such
as the Resource Developnent Council. She noted that the
departnment had been conplinmented for its outreach and
col | abor ati on.

1: 56: 23 PM
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Vice-chair Fairclough stated that the 50 out of 50 ranking
was based on one poll that was based heavily on the
criteria of transportation costs, which had put Al aska at a
di sadvant age. She agreed that Al aska was not as "open for
busi ness” as she wanted it to be. However, she believed the
state was not at the bottom but was in the |ower 10 percent
of states.

Comm ssi oner  Bell continued wth economc devel opnent
(Slide 7):

* Tourism Devel opnent
0 Increased market demand for Al aska trave
0 Created product devel opnent and training
o Engaged industry and conducted econom c inpact
anal ysi s

Comm ssioner Bell referred to a presentation by the Al aska
Travel | ndustry Associ ati on (ATIA) [ House Fi nance
Comm ttee, January 26, 2011, noon neeting]. She highlighted
that the state was in year three of a three-year decline;
in 2009, Al aska lost approximately 125,000 independent
visitors, and a significant reduction in cruise passengers
was expected for the summer of 2011. She pointed out that
it was very difficult to sustain a two- or three-year | o0ss.
The department provided support in the form of data to the
visitor industry to show where visitors went, what they
spent, and their satisfaction ratings. An econom c inpact
anal ysis was done and a contractor projected an estinmated
loss of 5,000 jobs resulting from the decline. The
departnment also had a nunber of prograns researching
product devel opnment and custoner-service training, and had
worked with a federally-funded program devel oping rural
tourismin Al aska.

Co-Chair Stoltze referred to changes that had been made in
statute related to cruise ships. He stated concerns that a
decline could becone a permanent econom c adjustnent. He
wondered where the state was at in the decline and whether
the decline had been stopped or slowed. Comm ssioner Bell
replied that the annual direct or indirect enploynment
associated with the visitor industry was a little over
36,000, wth peak enploynent of 40,000. In terns of
restoring the demand, small cruise ships would be returning
to Alaska in 2011, approximately 50,000 cruise-ship
passengers were expected to return on the Princess Cruises
in the summer of 2012. She acknow edged that the nunbers
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did not nmake up for the full approximately 150,000 visitors
lost. She noted an increase in independent travelers,
predom nantly visitors traveling by air. She reported
information given by ATIA regarding a $6 mllion television
marketing program (from one-tine funding); based on
inquiries and surveys, ATIA anticipated the result of the
marketing would be about 70,000 new visitors and $72
mllion in new spending. The increase would not get the
state back to the 2008 peak.

2:02: 31 PM

Representative Doogan referenced the 5,000 |ost Alaskan
j obs and asked whether the jobs were in Al aska or were jobs
Al askans would have held if they had not gone away.
Conmi ssioner Bell responded that the nunber referred to
direct and indirect enploynent associated from the spendi ng
generated by visitors comng to the state. The analysis
began by | ooking at how many people cane to Al aska and what
they spent on goods and services within the state. An
i nput/output nodel was then used to determne direct and

indirect spending and the associated enploynment. She
stressed that a key piece was that the jobs were "onshore
Al askan enploynent,”™ as distinct from tourismrelated

enpl oynment on cruise ships. Therefore, the jobs l|ost were
in Al aska.

Representative Doogan clarified that there were many people
who conme to the state to work during the tourist season and
then | eave the state. He asked whether they were discussing
those kinds of jobs or jobs that belong to [year-round]
Al askans. Comm ssi oner Bel | answer ed t hat t he
quantification did not differentiate resi dency or
seasonality.

Representative WIson asked how the nunbers distinguished
between the effects of the overall econony and the effects
of advertising. She opined that people could not afford to
travel as far as Al aska. Comm ssioner Bell replied that in
2009, the significant drop in independent visitors was
attributable to the econony. She stated that there was a
hi gh degree of confidence in the nethodology behind the
guantification of visitors and their actual spending. To
measure what was driving the nunbers, other things could be
considered: the nunber of inquiries, the nunber of
visitors, and surveys about travel attitudes, barriers, and
i mages. She explained that there was a considerabl e anmount
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of market research ained at understanding how to be as
effective as possible.

2:06:40 PM

Comm ssioner Bell reviewed the remaining itens on Slide 7:

* Increased outreach and effectiveness

o Leverage external/internal partners

= Mnerals, forestry, seafood, agriculture,

transportation
Mul ti-year international trade strategy
Busi ness retention and expansi on strategy
Expanded presence at key trade shows and foruns
Counci | of Econom c Advisors
Connect Al aska broadband strategy

O O O0OO0Oo

Comm ssioner Bell detailed that DCCED was trying to
interact with the private sector, other state agencies, and
to conduct market research and analysis in order to advance
enpl oynment and econonmic opportunity. She reported that the
departnent had formed an econom ¢ advisory council and had
asked the group (including geographically diverse industry
representatives, ANCSA [Alaska Native Cains Settlenent
Act ] Cor por ati ons, bankers, the Resource Devel opnent
Council for Alaska, ACGA [Alaska O 1 and Gas Association],
and others) to nmeet with the departnent on a quarterly
basis in order to increase contact wwth the private sector

Representative Costello referred to the position that was
being created in the commssioner's office and asked
whether the position would take on the functions of
outreach and effectiveness. Conmm ssioner Bell responded
that the engagenment was at all levels and not just limted
to the economic staff. She stated that she as conm ssioner,
the deputy conm ssioner, the directors, and the economc
devel opnent staff were involved. Sonme of the changes had
al ready been evolving before her arrival in the departnent.
There was also a comunications director; the position had
previously been solely funded and housed in the Ofice of
Econom ¢  Devel opnent, but had been noved into the
comm ssioner's office with the goal of serving the full
depart nment.

Comm ssi oner  Bell continued wth economc devel opnent
(Slide 8):
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» Al aska Aerospace Corporation
0 Supported Air Force SPT-26 |aunch in Novenber
o Planning next launch in May 2011

Comm ssioner Bell described a successful launch by the
Al aska Aerospace Corporation in Novenber 2010 and
referenced another |aunch planned for the spring of 2011.
She highlighted the <corporation's on-going need for
sustainability funding. She spoke of the governor's
announcenent to nove the aerospace operation from DCCED to
the Departnment of Veterans and Mlitary Affairs, which
DCCED supported. She referred to studies comm ssioned
through the Anchorage Economi c Devel opnent Corporation,
Nort hern Economi cs, and the MDowell G oup recognizing the
enpl oynent and econom ¢ i mpacts of the aerospace
corporation. She stated that DCCED wanted the entity to
grow and thrive, wherever it was housed. She thought the
corporation had inportant business inpacts on the state and
that it could grow For exanple, the agency had partnered
with Lockheed Martin Corporation on a mlitary contract at
Fort Geely. The departnent had assisted in bringing
together sonme of the departnents involved, including the
Department of Labor and Workforce Devel opnent, DCCED, the
Al aska Housing Finance Authority in the Departnent of
Revenue, and others to help the aerospace corporation with
bi ddi ng and successful inplenentation.

2:11:39 PM

Co- Chair Thomas queried an increnment for $4 mllion for the
Al aska Aerospace Corporation. He believed $10 mllion would
actually be needed and asked whether she anticipated an
future increnent to $10 nmillion. Comm ssi oner Bel
responded that the $4 mllion request was in the capita

budget. She stated that part of the goal was a closer
alignnent with a mlitary entity, which would provide
better access and better opportunity to pursue contracts
like Air Force launches and the Fort Geely mssile defense
proj ect. She acknow edged an on-going need for sustainnent
funding fromthe federal government and from commrercial and
gover nnment | aunches.

Co-Chair Thomas pointed out that he had been told the
agency would need $10 mllion in the operating budget over
t he next four years.

Co-Chair Stoltze added that he had heard | arger nunbers.
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Comm ssioner Bell responded that there had been discussion
about looking at $10 mllion for each of the years from FY
13 through FY 15, which she believed was referenced in the
budget | anguage. She al so noted discussion about the "third
| aunch conplex,” which would be a significant capital
investnment. Currently, the corporation was working on the
rocket nmotor storage, which was being utilized by the
spring launch. She suggested the price tag could approach
$100 mllion.

Conmi ssioner Bell <continued with the last two itens on
Slide 8:
« Al DEA
o Revolving loan fund assets increase by $37.1
mllion

o FY12 dividend $29.4 million
o Expanding devel opnent projects and economc
devel opnent tools

» Al aska Seafood Marketing Institute
o Increasing exposure for Alaska seafood in US.
and international markets

Comm ssioner Bell detailed that AIDEA had been inpl enenting
its strategic plan to be nore focused on economc
devel opnment and nore aggressive. She added that the agency
had been criticized in the past for being nore conservative
than private lending institutions. Creative new approaches
in tools included a bill recently introduced in the
| egislature related to new nmarket tax credits and a bill
fromthe previous session that provided the flexibility for
AIDEA to partially own projects. She noted the Decenber
2010 announcenent of AIDEA's $29.4 mnmllion dividend
bringing the total dividends to the state to approximtely
$300 million. She also underlined increased involvenment by
the private sector, both on the board and at the committee
| evel

Comm ssioner Bell turned to the Al aska Seafood Marketing
Institute (ASM), which had beconme aggressive with retail
and f ood service progr ans bot h donestically and
internationally. She mai nt ai ned t hat t he audi ences
communi cated to by ASM were broad, and included grocers,
food distributors, restaurants, culinary schools, food-
service operators, nedi a, and direct-to-consuner. The
institute had been trying to increase awareness, support,
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consunpti on, and purchasing of Al aska seaf ood. The
i nt ernati onal prograns were largely federally funded
through the U S. Departnment of Agriculture (USDA). Target
mar ket s i ncluded Japan, China, and the European Union. She
noted that ASM had been inpacted by the world recession.
In addition, there was conpetition from farnmed seafood.
Research had been conducted regarding the narket; the
entire range of the seafood market had been affected by the
econony, the credit crunch, and fuel prices. She asserted
that overall ASM was still strong throughout the world.

2:17:23 PM

REPRESENTATI VE DAN SADDLER queried the structural change in
the budget related to the ASM funding. Comm ssioner Bell
i kened the shift to changing froma credit card to a debit
card. The institute got nost of its receipts from fishernen
late in the year and was previously able to draw on the
general fund and then replenish it as the industry receipts
cane in. However, a new accounting standard had been
required; ASM was set up with its own fund and would be
operating on a cash basis.

Co-Chair Thomas stated that the organization's receipts
cane from a self-assessed tax by Alaska fishernen, which
made its incone different from the incone other entities
recei ved. The income was based on fish prices; the year had
been a record one for high salnon prices. He pointed out
that half of one percent of the fishernen's gross went to
ASM for marketing. He nentioned another industry that paid
little for i1ts marketing. He queried what the departnent
would do to help the halibut fishermen, who had recently
lost 75 or 80 percent of their guarantee incone. He
stressed the seriousness of the inpact in many comunities.
The rawfish tax would be |lower and affect the income of
both the state and the fishing communities.

Co-Chair Stoltze pointed out that charter operators would
be simlarly affected by the |lower halibut quotas. He
t hought the situation presented an opportunity for groups
that normally conpete over the sane resources to cooperate
wi th one anot her.

Co-Chair Thomas commented that ASM could have to cone back

to the legislature for funds because the |oss of halibut
guot as woul d i npact ASM i ncone.
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2:23: 01 PM

Comm ssioner Bell agreed that there could be far-reaching
inmplications resulting fromthe lower fish tax receipts and
that communities could be significantly inpacted. She
thought the situation warranted |ooking for additional
mar keting and financing tools, as existing tools mght not
be sufficient. The current year was a banner year for
sal non, but prices for Pacific cod and other fish were not
so strong.

Comm ssioner Bell turned to "Sustainable Energy" (Slide 9):

Conpl et ed Al aska Energy Pat hway, July 2010
* Program Overvi ew
o Renewabl e energy devel opnent
o Techni cal assistance
o Bulk fuel facility upgrade and | oan program
o Rural power system upgrades
* Renewabl e Energy Fund grants
o $150 mllion, 133 projects
e Pursuing new projects to neet statew de energy
« efficiency goals

Conmi ssi oner Bell recognized AEA for conpleting the "Al aska
Energy Pat hway" report in 2010. She stressed the inportance
of considering both large and small things that could be
done throughout the state, given that the |egislature had
desi gnat ed aggressive statew de goals that needed to be net
by 2020. She reviewed the progress of AEA progranms over the
past year:

* Bulk fuel upgrades: 68 of 97 projects conpleted
 Power-system upgrades: 3 projects conpleted
e Bulk fuel revolving |loans: 52 communities had | oans

e Power project fund: recapitalized to provide loans to
bot h governnent and privately-owned utilities

* Renewable energy fund grants: $150 mllion and 133
proj ects, about one-third in the hands of conmunities

e Power Cost Equalization: over $31 mllion distributed

* Training and technical assistance: 54 rural residents
trained to manage or operate rural infrastructure

« Emerging energy technical fund: applications due March
2 for $2.4 mllion state funding and $2.4 mllion in
Denal i Conm ssion funding
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Comm ssioner Bell stated that there were a nunber of ways
AEA was engaged wth comunities and private-sector
entities throughout the state. She believed AEA would grow
in visibility and inportance as the departnment worked
towards achieving goals and recognized the wurgency in
addressing the state's energy needs.

Vi ce-chair Fairclough referenced the renewabl e energy grant
funds and the enmerging technology grant. She wondered
whether there were criteria to avoid the duplication of
grants for projects that have failed in other regions.

2:27: 10 PM

Comm ssioner Bell thought AEA would have nore information
and offered to get the information.

Representative Joule referred to the potential of
devel oping gas and geothermal resources in sone |ocations
in the state. He noted the challenge of getting |arge
equi pnment to distant locations to do the exploratory work.
He questioned wusing small-bore drilling to determne
whet her further exploration and devel opnent was warranted.
He hoped to diversify energy sources in the outlying parts
of the state. He pointed out that Kotzebue had the
potential to devel op geothermal energy, but the expense of
getting the necessary equipnent there was prohibitive. The
cost of looking for gas was also high. Conm ssioner Bell
offered to follow up, find out whom to talk to, and get
nmore information

Comm ssioner Bell informed the commttee that the AEA
executive director search process was continuing; resunes
had been requested and interviews would be conducted in the
near future.

Co- Chai r Stoltze gueri ed ener gy costs t hat wer e
automatically billed as state costs, such as transportation
costs and heating for schools and state buil di ngs.

Represent ati ve Edgnon thought there were nmany chall enges to
discuss related to energy. He questioned the position of
AEA in the hierarchy of the departnent. Conmm ssioner Bel

responded that there could be nuch nore opportunity for AEA
to collaborate with other staff throughout the departnent.
She referred to opportunities for cross-training and
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col | abor ati on. She noted that formally, within the
structure, she sat on the AEA board and that that there
were nonthly board neetings. She thought the organization
needed to connect nore throughout the departnent.

Representati ve Edgnon surm sed that the situation was still
evol ving. He thought the Susitna project would require a
tremendous anount of time and resource.

2:33: 08 PM

Comm ssioner Bell explained that AEA was a separate
corporate entity that was housed in the departnent. She
served on the board and DCCED provided admnistrative
support, but she believed that there nore opportunity to
col | aborate coul d be created.

Representative Doogan recalled that $50 mllion for
renewabl e energy grants had been passed the previous
session, and $25 nillion of that was vetoed by the
gover nor.

Co-Chair Stoltze detailed that the actual anount was
$25, 250, 000.

Represent ati ve Doogan asked what the governor's plans were
for the fund. Comm ssioner Bell answered that $25 nillion
had been placed in the proposed [capital] budget for FY 12
for the specific project. She surm sed from the governor's
speeches that he recognized that his budget proposal was a
starting place for the |egislature.

Representati ve Doogan not ed t hat unfortunately t he
governor's budget was also the ending point for such
things. He asked for nore information on the appropriation.
Comm ssioner Bell stated that she was only aware of the
current request.

Co-Chair Stoltze commented that the legislature nmade the
appropriations; he guessed $25 million had been the nunber
hi storically.

2:36:47 PM

Comm ssioner Bell noved on to discuss strong comunities
(Slide 10):
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e Community and Regional Affairs Overview
o Local governnent assistance
o Rural Utility Business Advisory program (167
comunities)
0o Administered $1.2 Billion in grants in FY11

0 $34 mllion to comunities (PILT, National Forest
Recei pt s, Fi sheries Business Tax, Fi sheries
Landing Tax) plus Conmmunity Revenue Sharing ($60
mllion)

o Land managenent and pl anni ng

o State assessor, conmmunity publications, Local
Boundary

o Comm ssion
o Bulk Fuel Bridge Loan (21 conmunities in 2010)

Comm ssioner Bell detailed that the staff of the Division
of Community and Regional Affairs was engaged wth
communities throughout the state through the listed core
prograns. She noted that the state assessor had done full-
value determnations for 40 nunicipalities in the past
year. Conmuni cations such as "Lien Watch" had been produced
and used by state, federal, and I|ocal governnments. The
departnment supported the Local Boundary Conmm ssion, the
National Flood Insurance Program and provided technical
assistance to a nunber of comunities. She underlined that
t he enphasis was on serving conmunities with popul ati ons of
2,500 or less, although services were avail abl e statew de.
She added that the Division of Comunity and Regional
Affairs operated the Bulk Fuel Bridge Loan for comunities
that were not eligible for the nore traditional Bulk Fuel
Loan Program the goal was to get comrunities sustainable
enough to qualify for the nore traditional | oan.

Representative Joule thanked Comm ssioner Bell for the
weekly updates provided by the departnent. He thought they
were conci se and broad enough to provide a snapshot of what
the departnent was doing in comunities across the state
He thought the updates could be a nodel for comrunication
i n other agencies.

Conmi ssioner Bell continued that the division ran other

programs, such as Fuel Watch. She listed some of the
chal | enges faced by the division (Slide 11):

e Community viability and capacity building are a
continui ng chal |l enge
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o Increased operating costs, staff turnover, and
potential for reduced federal funding

o Lack of infrastructure and the high cost of doing
busi ness in rural Al aska

o Water, electric, fuel utilities vulnerable - may
need nore regional strategies

o Disparity in the ability to attract and evaluate
di verse econom ¢ devel opnent projects

o High energy costs negatively inpact comunity
viability and econom c devel opnent efforts

Comm ssioner Bell enphasized the wvulnerability of the
utility system as utilities were funded by state, federal,
and | ocal community and rmuni ci pal f unds. Regul at ory

agenci es such as the Regulatory Conm ssion of Alaska (RCA)
were engaged in the issues, but DCCED staff dealt wth
i ssues on a daily basis.

Representative Quttenberg directed attention to the bullet
point "Disparity in the ability to attract and evaluate
di verse econom c devel opnent projects.” He queried exanples
of what the departnent was doing to level the playing field
and nake the process easier. He wondered what could be put
in place that could be self-sustaining and have on-going
effect. Comm ssioner Bell responded that the departnent
tried to partner with other entities for training, such as
training for planning commissioners and other elected
officials. Sonme of the issues that needed to be addressed
fell within the purview of DCCED, but others fell under the
purview of other departnents (such as the Departnent of
Labor and Workforce Devel opnent). She opined that
transportation, energy, and |abor were econonic foundations
that Al aska needed to continually work at. She thought the
need was broad; the division tried to be accessible and
point people in the right direction to help build I ocal
capacity and enable communities to function on-going.

In response to a question from Representative QCuttenberg
Comm ssi oner  Bel | offered two aspects. Some of the
departnment's training was offered in collaboration wth
other entities. She stressed that the departnent was also
working towards nore extensive wuse of broadband and
of fering services and onl i ne t rai ni ng t hr ough
t el econmunt i ng.

2:44: 01 PM
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Representative WIson wondered whether the departnent
reviewed regulations that could be slowing small Al askan
busi nesses down, such as their ability to sell cheese from
home or participate in farnmer's nmarkets. Conmm ssioner Bel
answered in the affirmative and added that the departnent
could do nore. She stated that she was interested in
hearing nore stories from around the state Ilike the
speci fic exanpl es provi ded.

Representati ve Edgnon asked the about the rural subcabinet
[ Alaska Rural Action Subcabinet] and how its objectives
could relate to the overall mssion of DCCED. Comr ssioner
Bel | responded that she was chair the rural subcabinet and
had been working on an action plan. She referred to
commi ssioners who had traveled to rural communities that
had never seen state conmm ssioners. The officials conducted
hearings and neetings to listen to people. The subcabi net
action plan was focused on naking recomendations and
under st andi ng the budgetary i npact of prospective actions.

2:47:27 PM

Comm ssioner Bell noved on to discuss consumer protection
(Slide 13):

Banki ng and Securities
o License, charter and exam ne banks
o Consumer education and protection
0 ANCSA proxies

* | nsurance
Ensure financial solvency
Li cense, ensure conpliance
Crimnal investigations
Consuner education and protection
Chal | enges i ncl ude i ncreased nunber and
conplexity of insurance products and associated
increase in investigations
« Corporations, Business and Professional Licensing
o Adm nister 40 professional |icensing prograns
o0 Business licenses
0 Register corporations and trademnarks
o Consuner outreach and conpl ai nt investigation
* Regul atory Conm ssion of Al aska
0 Regulate public utilities and pipeline carriers
o Tariff filings, dispute resolution, regulations
o Establish PCE rates

OO0 O0OO0Oo
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o Significant challenges include energing energy
i ssues, changing regulatory environnent, and
viability of rural utilities

* FY12 concurrent hearings with FERC on TAPS

Comm ssioner Bell noted that there were four departnent
entities related to consumer protection: the Division of
Banking and Securities, the Division of Insurance, the
Division of Cor por at i ons, Business and  Professional
Licensing, and the Regulatory Conm ssion of Al aska. She
noted that all the entities were supported by fees and that
each interfaced with businesses and consuners.

Comm ssioner Bell detailed that the Division of Banking and
Securities was engaged with nortgage |enders and payday
| enders; in the past year, it had issued 205 new nortgage
licenses, 35 noney-transmtter |icenses, and conducted 38
exam nations of depository and non-depository institutions.
In addition, ANCSA corporations filed proxies wth the
di vi si on.

Conmi ssioner Bell informed the committee that the Division
of Insurance focused on licensing insurance providers in
the state and ensuring conpliance. The division also
oversaw consuner education and protection prograns, and
conducted crimnal investigations. She noted that insurance
products were increasingly conplex and took progressively
nore tinme to investigate. There had been seven crimnm nal
convictions in the last year, two of which resulted in jai
sentences; 306 consuner conplaints were investigated, which
resulted in a total of $230,000 being returned to Al askan
consuners. Twenty purchasing groups were registered, 28 new
i nsurance conpanies were admtted, along wth 14 new
surplus-line insurers and five risk-retention groups. She
noted that Director Linda Hall had been involved with other
agencies in understanding the federal healthcare |aw and
its inplications for Al aska.

Vice-chair Fairclough stated concerns about reversible
nortgages for senior citizens. She wondered whet her
consuner conplaints were being received on the issue and
whether the state was regulating the practice. She
speci fied concerns about people being forced out of their
homes and the interest rates collected by banks.

Vi ce-chair Fairclough also voiced concerns about bankcards
and debit card distribution systens used for payroll. She
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was worried about costs being inappropriately passed to
consuners, such as service charges or the transference of
payr ol | costs to enployees that enployers should be
responsi bl e for.

Comm ssioner Bell responded that she would follow up on the
i ssues.

2:52: 17 PM

Representative Neuman thought ASM did a good job of
selling Al aska's seafood. He queried direction given by the
departnment for selling mnerals and other Alaskan natura
resources to the world. Conmssioner Bell referred to
smal l er-scale efforts for marketing mnerals and film She
t hought one of the core econom c devel opnent functions of
the departnment related to marketing, financing, research,
and technical assistance. She noted that departnent staff
would be joining staff from DNR, the governor's office,
AlDEA, and others at the Mneral Exploration Roundup, an
i nt ernati onal mning conference in Vancouver, British
Col unbia [January 24 to 27, 2011]. She referred to other
trade shows and marketing events. She acknow edged that the
efforts were on a nuch snmaller scale than nmarketing efforts
by ASM .

Comm ssioner Bell concluded the presentation and assured
the commttee that the departnent took its mssion
seriously.

Co-Chair Thomas comended AEA's professionalism related to
applications. He wanted the prograns to be fair and not
noti vated by politics.

Co-Chair Stoltze requested a summary of the previous year's
increnents for DCCED. He renenbered the past work of
Representative Richard Foster.

2:57:17 PM
AT EASE

2:59: 53 PM
RECONVENED

ABUDGET OVERVI EW DEPARTMENT OF LAW

3:00:10 PM
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JOHN J. BURNS, ATTORNEY GENERAL, DEPARTMENT OF LAW
i ntroduced hinself and reviewed his background. He stated
his commtnment to Alaska and his desire to neaningfully
contribute to the state's Dbetternent. He reported his
experience growng up in None and Fairbanks and practicing
law in the state. He reviewed recent travels around the
state to neet and talk to citizens, including rura
| eaders, judges, and law enforcenent officers. He had
visited wonen's shelters and youth facilities with the
intention of Dbetter wunderstanding the needs of rural
communities and to identify how the Departnent of Law (DCL)
could best neet those needs. He stated that his objective
as Attorney General was upholding the state constitution
and enforcing the laws of Alaska, and to do so wth
dignity, integrity, and consistent wth his ethical
obl i gations as an attorney.

Attorney Ceneral Burns introduced his staff.

Attorney General Burns provided the conmittee wth a
Power Poi nt presentation, "Departnent of Law FY 12 Budget
Overview for the House Finance Conmittee of the 27th Al aska
Legislature.” He read the m ssion statenent of DOL:

The mssion of the Al aska Departnent of Law is to
prosecute crine and provide legal services to state
governnment for the protection and benefit of Alaska’s
citizens.

Attorney General Burns summarized "Key Statistics" (Slide
3):

Att orneys FY12 FYll Change

G vil 163 162 1*

Crim nal 122 121 1**

Admi n Svcs 1 1 0

Tot al 286 284 2

Depart ment of fices: * Anchor age, Bar r ow, Bet hel ,
Di|'1'i ngham Fai r banks, Juneau, Kenai , Ket chi kan,

Kodi ak, **Kotzebue, None, Palner, and Sitka

Attorney General Burns detailed that DOL acconplished the
obj ectives through three departnents: civil, crimnal, and
adm ni strative services. He noted that the budgetary
request for FY 12 included increasing the nunber of
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attorneys by two: one civil attorney to handle grow ng
public records requests, and another crimnal attorney to
be the district attorney for Kotzebue. Additional support
staff was al so being requested to handle collections and to
provi de paral egal support.

3:04: 23 PM

Representative Quttenberg queried the relationship between
attorneys and support staff. He asked whether the ratios in
Al aska were consistent with those around the country.
Attorney General Burns replied that he did not know and
woul d get the information

Attorney General Burns pointed out that the operating
budget proposal showed a decrease of $2.6 mllion from FY
11 (Slide 4). He admtted that the decrease was a
"msnoner” and that the next slide would show that
approximately $7 mllion associated wth [litigation
expenses, experts, outside counsel, and other expenses was
included in the capital budget. He stated that the reason
was to provide flexibility to avoid a lapse in funding due
to delays in litigation. He referred to a proposal by the
Legi slative Finance Division to nove the oil and gas funds
back into the operating budget with extended |apse dates.
He thought that would provide the flexibility necessary
related to litigation

M. Budget turned to the capital budget (Slide 5) and
rem nded the conmittee that $7 mllion in FY 12 represented
a transfer from FY 11 for the reasons already stated. He
noted that the adm nistrative services category represented
the nost substantive change in the capital budget, and was
associated wth software purchases, devel opnent, and
i npl enentation, including an upgrade to the server room a
pro-law devel opnent program an e-discovery solution, and
search engi nes.

Attorney Ceneral Burns explained that DOL acconplishes its
m ssi on through four "Core Services" (Slide 6):

e Protecting the Safety and Financial WlIlIl Being of
Al askans

e Fostering Conditions for Responsible Devel opnent of
Qur Natural Resources

* Protecting the Fiscal Integrity of the State
* Pronoting Good Governance
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Attorney Ceneral Burns detailed that protecting the safety
and financial well-being of Al askans was done predom nantly
through the crimnal and child protection divisions and the
consuner and fair business division.

3:07: 09 PM

Attorney GCeneral Burns turned to a chart detailing the
"FY12 Budget by Core Service" (Slide 7) and noted that 62
percent of the budget was focused on achieving the first
primary objective of safety and protecting Al askans.

Attorney General Burns directed attention to Slide 8, "FY
10 Return on Investnments.” The chart shows that the budget
for FY 10 was $85.4 nmillion; the department recovered $576
mllion in rewards and collections, resulting in a return
of $6.75 for every dollar spent. Looking at the civil
division alone (the section through which nost collections
were achi eved), the budget for FY 10 was $48.9 nillion; the
depart ment recovered $576 mllion in rewar ds and
collections, resulting in a return of $11.77 for every
dol | ar spent.

Attorney GCeneral Burns stressed that Slide 8 did not
reflect cost savings. For exanple, the tort division had
defended over 200 lawsuits in the past year, wth no
significant cost to the state.

Co-Chair Stoltze directed attention the Constitution of the
State of Alaska (Article Il, Section 17). He noted that the
funds received by DOL went into the Constitutional Budget
Reserve (CBR), not to unrestricted general funds.

DAVE BLAI SDELL, DI RECTOR, ADM NI STRATI VE SERVI CES DI VI SI ON
DEPARTMENT OF LAW answered that a large portion of the
funds would go into the retirement and benefits account to
pay for the Mercer settlenent. He added that other returned
funds would not necessarily go directly into the general
fund.

Co-Chair Stoltze pointed out that the additional funds were
not necessarily available to be spent. He wanted to | ower
expectati ons about how much noney was avail able. Attorney
General Burns agreed that there were no guarantees on
future returns.
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Attorney Ceneral Burns addressed results in achieving the
departnment's first core objective of protecting public
safety (Slides 10 through 12):

» Aggressive but fair prosecutions
o Screened 7,727 felony cases
o Prosecuted 5,072 felony cases
0 Screened 23,229 m sdeneanor cases
o 19,622 m sdeneanor cases
* Assisted in drafting new | ans
o reformed the bail statute
o enhanced penalties for sex assault and donestic
vi ol ence
0 procedures for evidence retention
0 procedures for post-conviction DNA testing

 Played a key role in developing the 10-year Sexual
Assaul t/ Domestic Violence Initiative

* Collaborated with agencies and non profits to support
the SA/DV Initiative

» Coordinated PSA's for the “Choose Respect” canpaign

3:11:52 PM

Attorney Ceneral Burns reviewed results related to
protecting citizen's financial well-being through the
consuner protection and environnental enforcenent branches
of the departnment (Slides 13 through 14):

* Collected $5.5 mllion in civil penalties, attorneys
fees and costs, and restitution in consunmer protection
actions

e Collected $3.9 mllion in environmental penalties

* Negotiated an ldentity Theft settlenent protecting
Al askan retirees and public enployees from potenti al
financial harm after PricewaterhouseCoopers, a state
contractor, |ost enpl oyees’ personal information

Attorney Ceneral Burns detailed that notable cases rel ated
to consunmer protection included the Publisher's Cearing
House for deceptive marketing and Direct TV for m sl eading
adverti sing.

Representative Quttenberg asked how successful DOL was in
dealing with internet <crinmes. He queried international
agreenents. Attorney General Burns responded that the
office was regularly flooded with consuner conplaints; DOL
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tried to deal with the conplaints as they could. He offered
to get nore information.

Attorney GCeneral Burns provided details on the identity
theft settlenent after the PricewaterhouseCoopers data
breach. The financial and personal information of 77,000
current and fornmer state enployees was lost; a settlenent
was negotiated that included free credit nonitoring and
guarantees of reinbursenent in the event of financial |oss
resulting fromthe m sappropriation of the information.

Attorney General Burns turned to the issue of "Protecting
Al aska Children" (Slide 15):

e Prevailed in all ten Alaska Suprenme Court appeals
where children had to be renmoved from unsafe hones

e Participated in 2,376 child welfare cases where
children were at risk

o Departnent of Laws child protection attorney case
load is 113 per attorney—exceeding the recomended
nati onal average of 100 cases

Attorney GCeneral Burns detailed that the attorney child
protection case l|oad was 13 percent greater than the
nati onal average.

Co-Chair Stoltze referred to the passage of statutes
related to internet crime and sexual predators during the
previous |egislative session. He queried the status of the
American Cvil Liberties Union (ACLU) litigation related to
t he issue.

RI CHARD  SVOBODNY, DEPUTY ATTORNEY  GENERAL, CRI M NAL
Dl VI SI ON, DEPARTMENT OF LAW replied that the ACLU had sued
the state and asked for injunctive relief in federal court,

whi ch had been granted on one provision of the bill passed.
He did not think the ACLU was right; the case was stil
being litigated. He referred to a governor's bill dealing

with the sexual exploitation of children that had an easy
solution to the situation

3:17: 00 PM
At t or ney Gener al Bur ns directed attention to the
department's second <core function, "Fostering Economc

Devel opnent” (Slide 16):
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e Defended offshore oil and gas (OCS) exploration in
court chal |l enges

e Court agreed a pending OCS |awsuit on Lease Sale 193
does not prevent seism c exploration

» Defended Shell’s Beaufort and  Chukchi Sea OCS
exploration plans in lawsuits in federal courts

* Filed an am cus brief challenging the OCS 5-year plan

Attorney General Burns continued wth the subject of
fostering econom c devel opnent (Slide 17):

e Developed with ADF & G and the Admnistration a
conpr ehensi ve Endangered Species Act strategy
o Fought unwarranted |istings
= Cook Inlet Beluga whales as “endangered”
* Ri bbon seal
o Fought unwarranted critical habitat designations
= Polar bear critical habitat

Attorney Ceneral Burns opined that the federal Endangered
Species Act (ESA) was being "flagrantly msused" and that
the nunber of species listed as threatened or endangered
was continuing to increase. He referred to recent press
about wal ruses and noted that the ringed seal and bearded
seal were being added to the |list. He thought the issue was
an exanpl e of federal regulatory overreach.

Representati ve Neuman queried strategi es devel oped with the
Departnment of Fish and Gane (DFG regarding the ESA. He
wondered whether DOL was considering [marine] spatial
pl anning and ocean zoning issues. Attorney Ceneral Burns
agreed that the issue was a significant one. He thought the
depart nment needed to be proactive and develop a
conprehensive interdepartnental strategy on the ESA and
many ot her I ssues, including those related to the
Environnental Protection Agency (EPA), the US. Fish and
WIldlife Service, the Bureau of Land Mnagenent (BLM, and
others that have significant inpact on multiple departnents
and areas.

Attorney General Burns enphasized his philosophy that
l[itigation should be wused only as a last resort. He
preferred to be as proactive as possible, to get involved
as early as possible in the process in order to pronote
di al ogue and to educate people and agencies. However, the
proactive strategy was not always successful; in those
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times, he thought it was critical that the state was
willing to aggressively defend its rights. The focus of DCL
has been increasingly to be proactive in the early stages
of the process, and trying to interface with the agencies,
even in the devel opnent of the discussions.

Representati ve Neuman asked whether DOL was planning to
address the marine spatial planning issue. Attorney General
Burns replied in the affirmative.

Representative Joule believed that there should be a | onger
di scussi on about ESA issues and about the Al aska Coastal
Managenment Plan (ACWMP) and whether or not the use of the
plan would help the state. He referred to debate connected
to the issue and queried the view of the departnent.

3:22:43 PM

Attorney General Burns answered that a thorough discussion
of the issue would take sone tine. He agreed the issue was
inmportant. He referred to a neeting he had had with Mayor
Edward S. Itta fromthe North Sl ope Borough. He stated that
the inportance of dialogue during the developnent of a
conprehensive strategy had becone clear to him during his
visits to Nome, Bethel, and particularly Barrow. He
acknow edged that he had been remiss in sending a letter in
response to the critical habitat designation for the polar
bear wthout first checking with the people in the
conmuni ties affected.

Representative Joule believed that there could be a unified
response; there were many in rural Alaska who could be
coll aborated with on addressing resource developnent, if
certain issues were cleared up. Rural Al askans were acutely
aware of the inportance of resolving the issues in order to
sustain econom c developnent into the future. He thought
the tough issues had to be dealt with, that closure had to
be brought to the issues, and then a unified voice had to
be pr esent ed to t he u. S Congr ess and to t he
adm nistration. Attorney Ceneral Burns agreed. He did not
t hi nk di al ogue necessarily neant agreenent, but opined that
there nust be an agreenent to disagree, in order to find
common ground. He reported that he had been encouraged by
di scussions with Mayor Itta and his staff, as well as wth
the Arctic Slope Regional Corporation and others. He
assured Representative Joule that from DOL's perspective
the ability to succeed in the discussed arena was
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critically and vitally dependent on establishing the
rel ati onships. He stated that he woul d nmake every concerted
effort that he could on behalf of DOL to engage.

Attorney Ceneral Burns continued with steps taken by DOL to
address issues related to fostering econom c devel opnent
(Slide 18 through 19):

e Sued the Environnental Protection Agency on its
finding that greenhouse gas em ssions endanger human
heal th and wel fare

* (Opposed last-ditch efforts by extrem st environnental
groups to block a federally authorized Southeast
(Logj am tinber sale

e Prevailed in the United States Suprene Court, allow ng
Kensi ngton M ne to open

e Assisted DEC in pronulgating new pollution discharge
regul ations for Red Dog M ne

e Wrked with Legislature and Governor to settle the
crui se ship industry challenge to the head tax

» These actions created and preserved hundreds of jobs

Attorney Ceneral Burns detailed that 300 Kensington M ne
workers had their jobs as a result of DOL actions and that
85 percent of the workers were Al askan enpl oyees. He added
that the Red Dog Mne operation supported 560 indirect
jobs, and 2,800 direct and indirect jobs.

Attorney General Burns noved to the third core function of
DOL, "Protecting Fiscal Integrity"” (Slide 20):

* Recovered $500 nmillion from Mercer, actuary for the
state pension plan

* Recovered $54.7 mllion in oil and gas tax and
royalties

» Defended the State Assessnment Review Board s 2006 TAPS
property tax val uation

e Defended over 200 tort claine with no adverse
j udgnment s agai nst the state

e Collected over $7.3 mnmllion in PFD and other
garni shnment s

Attorney Ceneral Burns detailed that the successful defense

of tort clainse with no adverse judgnents against the state
underscored DOL's abilities and was an acknow edgenent of
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the fact that other state agencies were also doing their
j obs very well.

Attorney CGeneral Burns noved to the fourth core function of
the departnent, "Pronoting Good CGovernance" (Slides 21 and
22):

» Sued the federal governnment over the constitutionality
of the federal Affordable Care Act

e Joined other states in Ilitigating Second Anmendnent
i ssues

» |ssued Executive Branch Ethics Act regul ations

* Led the Rural Action Subcabinet on outreach trips to
rural Al aska

3:29: 08 PM

Attorney Ceneral Burns finished reflections on "Were W've
Been" related to FY 10 and turned to the "Were W Are Now'
portion of the presentation, related to FY 11. He noted
that Slide 24 ("FY 2011 Increnent") reflected the main
increnents received by the departnment and what was done
with them

e Added two new assistant district attorneys in Kenai
($300. 0)

* Added a child protection assistant attorney general in
Kenai ($200. 0)

» Funded a natural resources assistant attorney genera
($200.0) and $800.0 for outside counsel in ESA cases

e $200.0 for fast ferry lawsuit
e $2.5 mllion for issues related to gasline activity

Attorney Ceneral Burns discussed the on-going goals for the
achievement of core objectives in FY 11, beginning wth
protecting public safety (Slides 25 and 26):

« Continue to aggressively but fairly prosecut e
crimnals

e On January 26, 2011, statewde DA's offices are in
trial on 12 felony cases, including five felony sexual
or DV assaults and two hom cides, including

o State v. Waterman (Ketchikan woman accused of
nmur deri ng her nother)
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o State v. Rollins (APD officer accused of sexua
assault of young wonen he nmet on duty)

e Continue to support nmmjor aspects of the SA DV
initiative

o0 Hosting pro bono legal summts to increase |ega
representation of SA/DV victins

o Partnering with the Donmestic Violence Sexua
Assault Coordi nator to assist victins

o Advising agencies of available federal funds,
e.g., totrain rural |aw enforcenent officers

Attorney General Burns turned to activities related to
fostering econom c devel opnent for FY 11 (Slides 27 through
29):

e Continue to pursue resolution of the Point Thonmson
[itigation w th ExxonMbi
e (Oppose roadblocks to petroleum exploration in the
Nati onal Petrol eum Reserve- Al aska( NPR- A)
* Inplenmenting a conprehensive ESA strategy
o Petitioning the federal government to de-list the
Eastern popul ation of Stellar sea lions
0 Successful defense on de-list of ribbon seal
o Litigating nunerous cases involving polar bears
o Col |l aborating with Al aska Legi sl ature and
congr essi onal del egation
e Fighting lawsuits by extrem st groups to shut down OCS
oi | and gas exploration

e Defending DNR s | and and water use permts

Attorney GCeneral Burns detailed that the second bullet-
point related to the NPRA involved a request by
ConocoPhillips for an oil and gas permt in the area, which
was remanded recently by the U S. Arny Corps of ENngineers
based on a determnation by the court that the proposed
drilling techniques were not appropriate. The corps felt
that horizontal drilling was needed. The departnment was
optimstic that the case woul d be decided quickly.

Attorney Ceneral Burns spoke to departnent strategy rel ated
to the ESA, which involved efforts to de-list certain
species that had been listed. He acknow edged that there
were circunstances in which the relationship between the
state and federal governnent was working. He maintained
that the state cooperated when it could and that litigation
was the "path of |ast resort.”
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Attorney General Burns continued with FY 11 activities
related to protecting fiscal integrity (Slides 30 through
32):

e Pursuing civil penalties, costs and restitution in
consuner protection actions

e Pursuing penalties related to violations of state
environnmental | aws

e Challenging TAPS Omers’ attenpt to include inprudent
Strategi c Reconfiguration expenses in the TAPS tariff
rate base

» Defending SARB's 2007-2009 property tax assessnents
for TAPS

* Recovering fines and cleanup costs and econonc
damages from BP for negligent nmaintenance of the
pi pel i ne

* Sued the boat builder and the manufacturer of the
state’s two fast ferries for engine defects

o Fairweather still out of service
o Chenegai n inspection

» These engine defects have cost the state hundreds of
t housands of dollars in repairs

Attorney General Burns detailed that the Trans Al aska
Pi peline System (TAPS) issue involved on-going litigation
related to prudent practices and how nuch was appropriate
to allocate in the tariff rate base.

Representati ve Gut t enberg ref erenced t he TAPS
reconfiguration and asked whether the argunent was about
the nethodol ogy of the agreenent. Attorney GCeneral Burns
responded that at the tine the project was originally
sanctioned, it was for electrification; the estinmated cost
was about $250,000. Seven years later, the project was
still not conplete and the cost was $750 mllion. He noted
that TAPS was seeking to roll the entire amount into the
tariff base. He thought the question was whether the
efforts reflected prudent operating practices, which was
the justification for applying the costs to the tariff
base.

3:35:19 PM

Attorney Ceneral Burns continued to discuss the protection
of fiscal integrity (Slide 32). He enphasized that
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litigation involving the state's fast ferries was the |ast
resort; the statute of limtations had to be preserved, and
di al ogue had been unsuccessful .

Attorney General Burns reviewed the department's work to
pronote good governance in FY 11 (Slide 33):

» Defended the Division of Elections in challenges to
Al aska’s election laws in |ast year’s general election

e Challenging the federal health care “individual
mandate” requiring that all Al askans purchase health
i nsurance

e Challenging National Park Service regulations that
infringe state sovereignty on navigable waters

Attorney General Burns noved on to highlight chall enges and
opportunities for DOL in FY 12 and beyond. He began wth
chall enges and opportunities in the «crimnal division
related to child protection (Slide 35):

e Crimnal Division and Child Protection
o Expedite felony cases fromintake to trial
o Steady focus on the SA/DV Initiative
= More crinme may be reported
= Geater demand for prosecution and child
protection interventions

Attorney General Burns detailed that statistics related to
child protection cases were "staggering." In Anchorage, the
| apsed tinme to disposition has nearly quadrupled from 173
days in 1987 to 669 days in 2007. The delay has a
conmpoundi ng effect. He maintained that the departnent was
working with the crimnal justice working group to take
steps to address the problem

Co-Chair Stoltze conmented that 669 days was a big fraction
of a child s life.

At t or ney Gener al Bur ns revi ewed chal | enges and
opportunities for the civil division (Slides 36 to 37):

e CGuvil Dvision
o Continue to aggressively defend state sovereignty

agai nst federal regulatory overreach
= Federal health care legislation
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= EPA attenpts to regulate greenhouse gas
em ssi ons
= National Park Service incursions
= BLM“WId Lands” designation
0 Support--as | egal ly appropriate--the state’s
long-term commitnment to responsible resource
devel opnent
o Devel op a conprehensive long term strategy
= Endangered Species Act chall enges
e Unwarranted |istings

e Unwarranted designations of «critica

habi t at
e Mtigation when justified
= Quter Cont i nent al Shel f expl oration

chal | enges

Attorney General Burns stressed that the enphasis was
al ways on responsible resource devel opnent. He stated that
the departnment was not anti-environnentalist. He thought
all Al askans understood the value of the outdoors, but he
felt there was a clear nexus between jobs and healthy
famlies, both of which were critically dependent on
responsi ble resource developnent. He mintained that the
devel opment of the conprehensive |long-term strategy was in
the furtherance of those val ues.

Attorney Ceneral Burns referred to the departnent's five-
year plan (Slide 38):

* Develop a 5-year interdepartnental plan
o Coordinate and cooperate
= lLegislative and executive branches of state
gover nnent
= Al executive agencies
= Departnment of Natural Resources
= Departnment of Environnental Conservation
= Depart nment of Commerce Conmmunity and
Econom ¢ Devel opnent
= Departnent of Law
= Departnment of Fish and Gane

Attorney General Burns hoped that the five-year plan would
be presented to the legislature and that it would receive
engagenment with the legislature and the various agencies
listed. He thought agencies that were isolated did not work
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well. He argued that the players nust cone together and
devel op a conprehensive strategy.

3:39:59 PM
At t or ney CGener al Bur ns listed t he chal | enges and
opportunities i nvol ved in col | aborati on bet ween

st akehol ders (Slide 39):

» Cooperate and coordinate with stakehol ders outside and
i nsi de state gover nment
o Minicipalities
Bor oughs
Nat i ve corporations and tri bes
O her states
= Washington and Oregon joined to de-list the
Stellar sea |lions

© OO

o Allies I|ike National Association of Attorneys
General and Association of Fish and WIldlife
Agenci es

Attorney Ceneral Burns concluded the presentation.

Co-Chair Stoltze inforned the commttee that the ESA and
devel opnment issues would be addressed at a future neeting
with representatives from several departnments and from the
Nort h Sl ope Borough.

Representati ve Neuman requested an update on what the state
was doing to defend <comercial fisheries, especially
halibut in Southeast, sport and guide fishernmen in
Sout hcentral, and Al askan citizens.

Co- Chair Thomas pointed to the sea otter issue in Southeast
and wondered how to control the otters and how to work with
the federal governnent so that the state would be able to
take care of the issue. He noted that since the Departnent
of Fish and Gane had put the 400 otter in the region, the
popul ati on had expanded to 10, 000.

3:43:32 PM

Representati ve Doogan reported that he was one of the guys
who put the sea otters in the waters off Anchitka Island
that canme down to Southeast. He apol ogi zed for the ensuing
troubl es.

House Fi nance Conmmittee 35 01/26/11 1:32 P. M



Representative Doogan referred to a quote on Slide 29 about
"fighting lawsuits by extrem st groups to shut down OCS oi
and gas exploration.” He did not think the state should
characterize groups as "extremsts," whether or not they
were. He was concerned that a governnent group as officia
as DOL would characterize people in that manner. He opined
that the use of the word was a kind of extremsm itself
unl ess the accusation could be defended. Attorney GCenera
Bur ns acknow edged hi s input.

Representative Joule concurred with Representative Doogan.
He thought the Jlabel mght be true of out-of-state
organi zations, but he had concerns about referring to
Al askans as extrem sts, especially when people were trying
to work with the groups and find areas of conprom se. He
t hought the | anguage coul d becone counterproducti ve.

Representative Joule pointed to Attorney GCeneral Burns

reference to working with Native corporations and tribes.
He stated that all the groups—whether nunicipalities,
bor oughs, corporations, or tribes—ould be challenging to
work with, given timng, issue, and place. However, in that
chal l enge, he believed all groups presented an opportunity
at the sanme tine. He was glad to see tribes being |ooked at
in that light. He stated that he hinself sat at the table
as a citizen of Alaska and as a state Representative, but
he was also a shareholder in nore than one corporation and
a tribal nenber as well. He told the commttee he was "by
no neans a boogeyman, in any capacity."

#
ADJ OURNIVENT

The neeting was adjourned at 3:48 PM

House Fi nance Conmmittee 36 01/26/11 1:32 P. M



