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HB 65 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 65 was HEARD and HELD in commttee for further
consi derati on.

HB 66 APPROP: MENTAL HEALTH BUDGET

HB 66 was HEARD and HELD in committee for further
consi derati on.

#hb65
#hb66
HOUSE BI LL NO. 65

"An Act meking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans, capitalizing funds, amendi ng
appropri ations, and making reappropriations; and
providing for an effective date."

HOUSE BI LL NO. 66

"An Act making appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensi ve nental health program and providing for
an effective date."

1: 32: 26 PM

AFY 14 GOVERNOR S BUDGET OVERVI EW  DEPARTMENT OF FISH AND
GAME

CORA CAMPBELL, COW SSI ONER, DEPARTMENT OF FISH AND GAME
(DFG), i ntroduced departnent staff. She provided a
Power Poi nt presentation titled "Al aska Departnment of Fish
and Gane Overview' dated January 30, 2013 (copy on file)

She pointed to the departnment's mssion statement on slide
2; slide 3 included statutory sections the mssion
statenment had been derived from She highlighted the
department's six core services on slide 4: (1) harvest
managenent, which was neasured by commercial harvests, the
purchase of hunting and fishing |licenses, angler days, and
user success; (2) stock assessnment, which was neasured by
whet her or not escapenent goals were nmet and the conpletion
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of wildlife surveys; (3) custonmer service was neasured
primarily through angler-skills and hunter heri t age
prograns, wldlife education, and information provided to
the public; (4) public involvenent was ainmed at ensuring
that the public participated in the Board of Fish and Board
of Ganme regulatory processes and that the public was
involved in decisions made by DFG (5) state sovereignty,

included the departnent's participation in federal |and
managenent pl anni ng processes, its support of t he
Departnment of Law (DOL) in lawsuits (e.g. DFG invol venent
in processes such as the Endangered Species Act, listings

deci sions, and the Federal Subsistence Board); (6) habitat
protection, which was neasured by ensuring that devel opers
were in conpliance with DFG permts issued through its
Di vi sion of Habitat.

Comm ssi oner Canpbell pointed to several graphs on harvest
managenment (slide 5) as an exanple of netrics DFG used to
nmeasure performance including sport fishing |icenses sold,
hunting and trapping sales, and value of comercial
harvest. She turned to an organi zational chart on slide 6
that showed the departnent's six divisions, one section,
and two independent agencies that were attached to the
departnment for admnistrative purposes. Slide 7 included a
map of the departnent's permanent statew de offices; the
map di d not include the numerous seasonal | ocations.

Comm ssi oner Canpbell discussed that the Conmm ssioner's
Ofice accounted for approximately 1 percent of the
departnment's operating budget. There were three |arge
managenent divisions including Commercial Fisheries, Sport
Fisheries, and WIdlife Conservation. The D vision of
Commercial Fisheries was the largest and accounted for
approximately 34 percent of the DFG operating budget; it
was responsible for the managenent of conmercial fisheries
and many personal -use and subsistence fisheries throughout
the state, in addition to the permtting of aquaculture and

mariculture operations. The Division of Spor t Fi sh
accounted for approximately 23 percent of the DFG operating
budget (slide 10); it was responsible for managing the

state's sport fisheries, the operation of the state's two
sport hatcheries (located in Anchorage and Fairbanks), and
for providing boater and angl er access.

1: 37: 32 PM
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Comm ssi oner Canpbell continued with her overview of the
departnment's divisions (slide 11). The Division of Wldlife
Conservati on was responsi bl e for managi ng wildlife
popul ati ons, hunter opportunity, and three shooting ranges;
it also provided a nunber of hunter education and safety
prograns. The Subsistence Division accounted for 4 percent
of the DFG operating budget and was responsible for
conducting research to docunent Al askans' customary and
traditional use of fish and wldlife resources. The
division provided the information to decision nakers,
particularly to the Board of Fish and Board of Gane. The
Habitat Division was accounted for 3 percent of the tota
budget and was primarily a permtting office for activities
in anadronous waters, other fish bearing waters, and in
| egislatively designated special areas (slide 13). The
Adm ni strative Services Division accounted for 6 percent of
the budget and was responsible for accounting, budget,
procurenent, hunman resources, and other (slide 14). The
Boards Support Section nmade up 1 percent of the DFG budget
and primarily provided |ogistical support to the Board of
Fish and Board of Gane processes.

1:39:15 PM

Co-Chair Stoltze asked about the status of various
guestions he had listed in a DFG subcommittee neeting.
Comm ssioner Canpbell replied that the departnent was

wor ki ng on the questions and would follow up.

Comm ssioner Canpbell highlighted the departnment's two
i ndependent agencies including the Comercial Fisheries
Entry Commission and the Exxon Valdez QI Spill Trustee
Council (slide 16). She noved to slide 17 that showed the
FY 14 budget by division and fund source. She reiterated
her earlier testinony that the three |large nmanagenent
di visions accounted for the bulk of the departnent's
budget. Primary fund sources included the general fund,
federal funds, and the Fish and Gane Fund. She turned to
slide 18 that showed FY 14 budgeted positions. There were
933 full-time and 1,719 total positions; DFG had a |arge
nunber of seasonal and part-tinme enployees due to seasona
fiel dwork.

KEVI N BROOKS, DEPUTY COW SSI ONER, DEPARTMENT OF FISH AND
GAME, relayed that slides 19 through 22 had been prepared
by the Legislative Finance Division. Slide 19 included a
bar chart that depicted General Fund (GF) growth from FY 05
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through FY 14; the DFG budget had increased by
approximately $50 million during the time period and had
remai ned at approximately 1.7 percent of the state's tota
agency budget. He explained that approximately half of the
departnment's growth was due contractual increases resulting
from salaries negotiated with collective bargaining units,
health insurance increases, and other. The other half of
the growth was nmade up of initiatives requested by the
governor (29 percent) and by the legislature (16 percent).

1:42: 52 PM

M. Brooks nmoved to slide 20, which showed the relative
share of DFG budget fund sources; the FY 14 request totaled
approximately $215 million. He noted that federal funds had
increased in dollar anmount, but their overall budget share
had decreased from 40 percent down to 30 percent whereas;
the G- share had grown from 20 percent to approxinately 40
percent. He discussed that the divisions of Sport Fish and
WIldlife Conservation had not historically received GF
however, due to cost increases the budget request included
approximately $7 nmillion in G- for each division (the total
budget for Sport Fish was $50 million and the WIldlife
Conservation budget was $45 nmillion). He directed attention
a line chart showi ng | ook at budget growth fromFY 05 to FY
23. The green line showed the continuation of (9.6 percent)
annual growth out to FY 23.

M. Brooks comunicated that the dotted black line showed
the departnent's projection with an inflation rate of 2.75
percent on non-personal services. He explained that the
departnment's projection did not include any estimated
grow h on personal services because future cost of |iving
al l onances (COLA) were unknown. He elaborated that COLA
i ncreases accounted for a significant portion of growth in
per sonal servi ces. He noted that COLA would nost
appropriately be done on a statewide |evel. The
departnent's estimate also included a potential |oss of $1
mllion per year in federal funds in the upcomng three
years; DFG would need replacenent funds. He discussed that
there were nunerous federally funded ©projects the
departnent ended when funds were no |onger avail able;
however, sone core functions were supported by federal

funds. He relayed that one of the FY 14 budget requests was
to replace federal funds that were ending for one of the
departnment's core managenent projects. Based on historica

data from the past 10 years the departnent's projection
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included $1.6 mllion in potential growmh to account for
any governor or legislative initiatives.

1:46: 48 PM

M. Brooks briefly highlighted slide 22, which included a
line chart representing continued budget growh (al
funds). He noted that conpared to slide 21, a nuch tighter
convergence existed between the departnent's projection
(dotted black line) and the continuation of 4.3 percent in
annual growh (green line).

Comm ssi oner Campbel | | ooked at FY 13 depart nment
acconplishnents on slide 23; the list included sone itens
the department had requested funding for in the past. She
di scussed inprovenents to information available as a result
of salnon research. The nost notable inprovenent was the
conpl eti on of t he West ern Al aska Sal non St ock
Identification Program which was the |argest genetic stock
identification program DFG had undertaken. She expounded
that nine reports had resulted from the program for use by
the Board of Fish to aid in its decision making process.
She noted that the salnobn research program had al so been
inmproved in other areas of the state. Another program
supported by the legislature in the past was the DFG
i nt ensi ve managenent prograns. The prograns were currently
being inplenented 1in various ganme nanagenent units;
subsequently, increases had been seen in caribou and npose
popul ations that were available for harvest. She believed
the progranms were beneficial for Al askans. She highlighted
that the progranms continued to be reviewed through the
Board of Ganme process on a regular basis to ensure their
effecti veness.

Comm ssi oner Campbel | comuni cated that in 2012 an
appropriation had been made to assist subsistence harvest
surveys. She explained that the Subsistence Division had
been dealing with customary and traditional harvest data
that was decades old. The departnent was working with the
Departnment of Transportation and Public Facilities (DOT)
and the Departnent of Natural Resources (DNR) when
devel opnent projects or road proposals required subsistence
data for permtting decisions. The departnment's invol venent
allowed for the updating of its database for use by the
Board of Fish and Board of Gane in determning anounts
necessary for subsistence and sinultaneously expediting the
permtting process for some developnent projects. She
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relayed that the division had made significant progress in
surveying various conmunities that had not been surveyed in
many years.

Comm ssi oner Campbel | conti nued to di scuss Fy 13
acconplishnments on slide 23. She pointed to past funding
for the Habitat Division used to keep up wth permt
requests and to enable the division's involvenent in the
pre-permtting design phase to nmake the process snooth
going forward. She relayed that the Fairbanks and Anchorage
sport fish hatcheries were producing fish, restocking them
into |l akes and streans, and providing angler opportunity at
the historic levels that existed prior to the |oss of heat
from the old El nmendorf facility. She shared that DFG was
happy with inprovenents in the size and quality of fish
produced in the hatcheries.

1:51:10 PM
Comm ssi oner Campbel | addr essed current i ssues and
chal l enges (slide 24). She spoke to Chinook sal non

abundance and productivity and the hardship that |ow
returns and resulting fishery restrictions had caused
t hr oughout the state. Subsequent |y, DFG had spent
considerable tinme and resources devel oping a Chinook sal non
research plan; the plan inplenmentation was included in the
DFG FY 14 capital budget request. She detailed that the
plan targeted 12 indicator stocks throughout the state and
included juvenile and adult stock work, increased coated
wire tagging, genetics work, and bionetric support in order
to help DFG determ ne causes for |ow populations. She
communi cated that the plan inplementation was the
departnent's | argest capital request and one of its |argest
priorities (to ensure that the research program was robust
and conprehensi ve).

Comm ssi oner Canpbell continued to discuss issues and
challenges on slide 24. She highlighted the second item
"increased fishing and economc opportunities.” She

detailed that due to the departnent's absorption of cost
i ncreases or the existence of inflationary pressures it may
not have the resources to conduct a stock assessnent that
was as conplete as it would like; the scenario could |ead
to nore conservative managenent and a |oss of opportunity.
Subsequently, DFG had been |ooking for areas where a small
investment could result in a large increase in opportunity
for Al askans. Sone of the itens had been funded in FY 13
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and others were included in the FY 14 request, specifically
in the salnon fisheries. Additional funding would help DFG
to increase its wunderstanding of how nuch salnon was
available to harvest and the ability to provide
opportunity. She spoke to the state's need to dedicate tine
and resources protecting its authority to manage fish and
wildlife. She referred to a nunber of Endangered Species
Act (ESA) issues facing the departnment and the staff
resources needed to engage in the various processes. She
relayed that the departnent had received funding in the
past that was targeted at helping to increase research on
stocks that were future endangered species candidates; the
goal was to bring state science to the table to inform the
deci si on maki ng. She added that DFG worked closely with DOL
on the issues. She stated that DOL had been successful on
some ESA issues; however, DFG had trenendous concern that
federal agencies were listing healthy, stable aninmal
popul ations with no imediate threat in the near future.
She relayed that the agencies were using future data that
speculated on climate inpacts that would affect aninals.
She believed that listing species based on specul ati on of
what coul d happen in the future was not a very high bar; in
some cases the federal governnent asserted control over a
species that had been nanaged by the state or over |ands
that may be designated as critical habitat.

1: 56: 13 PM

Comm ssi oner Canpbel|l discussed that DFG had been spending
an increased anmobunt of tine on invasive species (slide 24).
The departnment had active prograns working to eradicate
various invasive species including the tunicate in Witing
Har bor near Sitka and Pike in Southcentral; it was working
on prevention rather than reacting when a species was
detected. The departnent also recognized that Alaska was
very fortunate in the nunber of invasive species it was
dealing with in conparison to other states. She noted the
need for licensing nodernization, which was reflected in
the departnent's capital budget request. Paper was
primarily wused in the antiquated Ilicensing system The
departnment sold approximately 700,000 hunting, fishing, and
trapping licenses annually; all of the reporting from
vendors was paper reporting, which included a trenmendous
anount of data entry. The goal was to develop tools to
allow for online reporting for personal-use harvests,
el ectroni c | ogbooks, and ot her.
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Comm ssi oner  Canpbel | noved to slide 25 to discuss
highlights in the FY 14 operating budget. She explained
that DFG had to react to shifts in the availability of
federal funds. She el aborated that when federal funds were
di sconti nued DFG | ooked carefully at projects to determ ne
their necessity and whether they fell under its core
m ssion. In sone cases core services were federally funded
including the Southeast salnon managenent prograns (an
operating budget request had been nmade for FY 14 due to a
decline in the federal funds of these prograns). She
rel ayed that the Division of Sport Fish relied heavily on
federal funding and income from license sales; non-resident
| icense sales had decreased in recent years, but the trend
was beginning to flatten nost I|ikely due to economc
recovery in the Lower 48. A decline in federal funding had
also inpacted the division; t heref ore, DFG proposed
shifting the Aquatic Resources Project to G-. She detailed
that the project benefited many Al askans far beyond the
recreational angling sector; the project included water
reservations to protect fish in the event of proposals for
water withdrawal from streans.

Comm ssi oner Canpbell continued to provide an overview of
slide 25. She addressed that the Division of WlIldlife
Conservation relied heavily on federal funding derived from
excise taxes on sales of guns and ammunition; due to an
increase in sales there was significantly nore funding
available than in the past. The division was hoping to
access the funds to work on scientific progranms, bionetric
support, and education programs. She noted that the $2.5
mllion listed on the slide was conprised of $500,000 in G-
that would leverage $2 mllion in federal funds. Federal
funds under the Forest Resources Practices Act and the
Al aska Coastal Managenent Program (ACMP) [ACWMP ended on
July 1, 2011] had been reduced for the Division of Habitat;
therefore, G- funding was needed for work on Title 16 and
41 pre-project reviews and permtting (the funding had been
included as a one-time increnment the prior vyear). She
di scussed additional salnmon projects where DFG believed
addi tional know edge would lead to increased opportunity
and a better understanding of stocks; G- funding for each
of the state's regions had been request ed.

Comm ssi oner  Canpbel | reviewed FY 14 capital pr oj ect
requests on slide 26. She noted new projects she had
previ ously ment i oned i ncl udi ng t he Chi nook Sal non

Initiative, the sport fishing in Al aska survey, and
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| i censi ng noderni zati on. Another new request was for aerial
phot o census equi prment; the program was one of the Division
of Wldlife's main tools for caribou stock assessnment. The
division could no longer get film for its 10-year old
canera that the program relied on. She relayed that a
digital system would inprove the division's ability to
anal yze photographs. She pointed the department's funding
request to conduct an econom c inpact sport fishing study
for the 2012 fishing year. The previous study had been done
in 2007; the study had been designed to reoccur every five
years in order to track trends over tine. She touched on
recurring capi tal proj ects i ncl udi ng sport fish
recreational boating access; deferred maintenance (part of
the governor's b5-year deferred nmaintenance plan); and
repair and upgrades to facilities, vessels, and aircrafts.

2:04: 34 PM

Co-Chair Austerman requested information that provided a
basic | ook at the departnment's core services, federal funds
provided for each of the services, and a historical |oo0k
showing how the itenms had been funded. Conm ssioner
Canmpbel | agreed to provide the information.

Representative Costello noted that the departnent's rate of
growh was approxinately twice the rate of growh shown by
ot her departnents. She pointed to slide 21 and observed
that under the current rate of growmh the rate would have
guadrupled from FY 05 to FY 23. She added that the figures
did not include salary increases. She discussed the need to
keep the budget growh to approximately 1 percent. She
asked about the departnent's plan to arrest t he
departnment's rate of growth noving forward.

Comm ssi oner Canpbell answered that there was a very
different picture prior to 2005, which she believed was
true for a nunber of departnents; there had not been nuch
budget growth in prior years. She explained that prior to
2005, oil prices had been |Iow and there had been pressure
on budgets; therefore, sonme of the departnment's core
responsibilities were shifted to federal f unds. She
believed there had been an over reliance on federal funding
for core state responsibilities. The departnment nmade an
effort to weed out projects for elimnation when federal
funds were no longer available. Another factor in the
growh rate related to G- funds requested for the Division
of WIldlife. The funds were necessary in part because the
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adm nistration, legislature, and public had an interest in
the departnment doing intensive wldlife mnagenent; the
managenent prograns could not be conpleted with federal
fundi ng. She opined that sone of the growth would not occur
in the future because a portion of it was due to the
funding of itens that had not been funded in the past. She
touched on work that was underway to increase hunter and
angler license sales in order to help the departnent becone
sel f-supporting wth the funds. She relayed that DFG was

applying a careful, internal test before requesting a back-
fill in federal funds.
2:09: 05 PM

M. Brooks agreed that it was significant to note that FY
05 was the last year of flat budgets. He el aborated that
the decade had been one of growh and that different
environnments dictated different decisions by the departnent
and legislature. He believed that going back an additiona

ten years prior to FY 05 would change the dynamc and
potentially the discussion. He stated that ultimately it
came down to the departnment's responsibility to closely
review projects it proposed to the legislature for funding.

Representative Costell o asked Conm ssioner Canpbell to give
the departnent a letter grade for its overall activity,
river and commercial fish nanagenent, and nanagenent of
gane.

Conmi ssi oner Canpbell commented on the potential limtation
of a letter grading system for understanding the subtleties
of performance. She believed that the departnment was doing
very well in its success on the wldlife side; it had
i ncreased heard sizes relied upon by Al askans, additiona

opportunity was provided, and it was spending significant
resources to increase hunter recruitnment and retention. She
believed that it was nore difficult to talk about the
managenent of fisheries as a success subsequent to the past
fishing season. She remarked that it was inportant to
recogni ze that DFG was not solely responsible for every
aspect of salnon abundance; many tines the departnment had
to react to what was put before it related to nmanagenent
chal l enges. She did not believe that Al askans would be as
happy if they were asked to grade the departnment on
fisheries managenent given increased restrictions that had
been inplenmented the prior season. She opined that DFG
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bi ol ogi sts were doing the best they could to protect the
resource whil e balancing the need to provide opportunity.

Representative Costello guessed that the departnent's
overal | grade was perhaps an average of B-. She pointed to
the departnent's capital request for Chinook sal non
research; she struggled with the idea of funding core
services wth capital appropriations. She offered to
di scuss the issue at a later tine.

Conmi ssi oner Canpbell answered that there were a blend of
projects in the Chinook salnmon research plan. Some of the
projects were short-term however, at the end of the 5-year
pl an DFG may decide that others have value for continuation
in the long-term In the future there nay be a request for
the continuation of the long-term value projects in the
oper ati ng budget .

2:13: 13 PM

Co-Chair Stoltze wondered whether the departnent would
categorize its performance as outstanding, satisfactory, or
needs inprovenent. He noted that DFG was asking for |arge
increments and should be able to assess itself.

Comm ssi oner Canpbell replied that the departnent had done
an outstanding job on wildlife managenent. She believed DFG
had done a satisfactory job in fisheries managenent rel ated
to its reaction to the prior fishing season.

Co-Chair Stoltze asked whether the departnent had any areas
t hat fell under the "needs i mprovenent " cat egory.
Conmi ssioner Canpbell replied that there were areas the
departnment had identified that needed inprovenent. She
added that DFG had worked to identify the areas in its
budget process and the need to address them goi ng forward.

Co-Chair Stoltze asked how the econom c inpact study for
sport fish would be wused if funding was provided. He
wondered whether the study would influence inproved
econonm c related decisions by the departnent and the Board
of Fish.

Comm ssi oner Canpbell responded that the study would be
used in a variety of ways. Economcs was one of the
criteria considered by the Board of Fish when naking
decisions. Additionally, DFG used the study for planning
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pur poses for stocking and enhancenment prograns; the study
showed the departnment where the angler interest was | ocated
and where angler activity would contribute to the econony
i f opportunity was boost ed.

Co-Chair Stoltze asked whether econom c inpact and econom c
benefit should have a greater role in allocation decisions.
Conmi ssi oner Canpbell answered that the issue was one of
the criteria considered by the boards. She believed that
different weight was placed on the criteria based on the
ci rcunst ance.

2:16:43 PM

Representative Kawasaki referred to the prior ACWMP and
asked if a particular G- increment for the Division of
Habitat was related to assumng responsibility for sone
activities that had occurred under the previous program

Comm ssi oner  Canpbel | replied that DFG had received
docunents from DNR for sone of the work that went along
with permtting projects in Al aska s coastal zone. She
detailed that the process was slightly different; however,
the work remained for DFG which explained the funding
i ncrenment .

Representative Kawasaki was happy that the Fairbanks
hat chery had begun producing fish. He discussed an original
plan to use heated wastewater from the power plant, which
had not worked out. The facility was currently using oil
heat and he wondered whether the operational cost was
reflected in the budget. Comm ssioner Canpbell replied that
the sport fish budget included a separate conponent to
easily identify the hatchery operating costs. She
el aborated that there was not an increment in the FY 14
budget to account for increased operating costs. She
of fered to provide the information.

Representative Kawasaki affirmed his interest in receiving
t he budget information regardi ng hatchery operating costs.

Vice-Chair Neuman pointed to the 9.6 percent budget growh
rate on slide 21. He understood that a growh rate of 3
percent to 4 percent was inevitable due to contractual
obligations and inflation. He read the departnment's core
m ssion statenment from slide 2:
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To protect, maintain, and inprove the fish, gane, and
aquatic plant resources of the state, and nanage their
uses and developnment in the best interest of the
econony and the well-being of the people of the state,
consistent with the sustained yield principle.

Vi ce-Chair Neuman recognized that fish was a difficult area
to manage and that the state did not have control of what
went on in the ocean. He wondered whether the state had
increased the total allowable harvest of ganme from 2005

Conmi ssi oner Canpbell replied that she had not |ooked at
the issue on an aggregate basis since 2005. She did believe
there was an increased hunting opportunity available for
Al askans at present as a result of the departnent's
activities. She pointed to the South Alaska Peninsula
cari bou heard that had been shut down in the past; the
departnent had renoved sone predators in the area and the
heard increased by 50 percent. Subsequently, the area had
been reopened to hunters. She pointed to other elevated
harvest |evels that accounted for 27 percent of the tota

statewide harvest. She expressed confidence that the
prograns had resulted in increased hunting opportunities.

Vi ce-Chair Neuman asked for verification that Conm ssioner
Campbel | believed there was currently nore gane harvested
[than in 2005]. Comm ssioner Canpbell replied that she
woul d have to |l ook at total harvests from 2005 conpared to
current harvests. She strongly believed there was nore gane
harvest currently based on the departnment's intensive
managenent .

Vice-Chair Neuman asked about areas that could use
i nprovenent. He believed the intensive managenment was a
significant factor in the increased harvest of gane. He
noted that the harvest of noose had declined for many
Al askans. He was interested in managenent deci sions nade by
t he departnent.

Comm ssi oner Canpbell replied that sonme of the managenent
progranms were reviewed and refined by the Board of Gane on
an annual basis. She pointed to Title 16(b), where wolf and
bear control provisions were |ocated and noted that even
though the npose population was getting close to
obj ectives, harvest objectives were not being net. She
relayed that a discussion regarding how to refine and
i nprove the program would take place at the upcom ng Board
of Ganme neeting. The departnent was in the process of
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i npl enenting additional work on  habitat i mpr ovenent
projects to increase noose availability.

2:24:55 PM

Vi ce-Chair Neuman He wondered whether economi cs should be
addressed when neasuring how allocations were appropriated

He pointed back to the DFG m ssion statenent. He discussed
whet her econom cs should play a larger part in managenent
deci sions nade by the board. He addressed the interest of
Al aska's econony and relayed that Mat-Su had seen a
decrease in revenue of over $100 million due to the |ack of
salnon; it had been devastating to the comunity, Kenai,
and ot her | ocations.

Comm ssi oner  Canpbel | replied that DFG did consider
economcs in its decision making and in its budget process.
She el aborated that the departnent was currently | ooking at
areas where econom c opportunity could be increased through

better deci si on maeki ng. She detail ed t hat better
information would enable the departnment to nmake nore
i nf ormed deci si ons in or der to i ncrease econom ¢

opportunity. She elaborated that DFG worked wthin the
al l ocati on and nanagenent plan adopted by the board, but it
still had the responsibility and opportunity to consider
t he econom cs of fisheries it nanaged.

Vi ce-Chair Neuman restated Commi ssi oner Canmpbel | ' s
statenent that the departnent did have the opportunity [to
consi der econonics in DFG deci si on nmaki ng process].

Representative Gara referred to slide 26 and addressed
concern about dwi ndling stocks of King salnon statew de.
The nunbers were down in the Yukon, Kodiak, Southcentral
and other. He wondered whether the $10 mllion requested
for the Chinook Salnon Initiative would provide answers
about why the state was in danger of losing the wld
fishery in all areas or in particular areas.

Comm ssi oner Canpbell responded in the affirmative. The
plan was designed to provide answers about why the
predi canent existed. She detailed that the initiative and
research plan focused on 12 stocks throughout the state
(from Southeast to the Yukon). She comunicated the
proposed increnent would fund snoblt out-mgration work,
which would provide a sense of what was going into the
mari ne environnent. The work was critical to understanding
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whet her the productivity problem was related to sonething
occurring in freshwat er (i.e. condi ti ons, habi t at ,
predators, or other) or sonething related to survival in
t he mari ne environment.

2:29: 21 PM

Representative Gara wanted to ensure streans would not be
left out. He noted that the Mat-Su area had been devastated
and asked whether it along with the Susitna and Kenai
Peni nsul a streans were covered under the research plan.

Comm ssi oner Canpbel | responded that the plan included work
on the Yukon, Kuskokw m Chignik, Kodiak areas; and the
Susitna drai nage, Kenai Peni nsul a, Copper River, and
Sout heast .

Representative Gara asked what the departnent could do if
the initiative pointed to high seas interception of sal non.
Commi ssi oner Canpbell responded that it depended on whet her
the nortality was in domestic federal water fisheries
between 3 and 200 mles, beyond 200 mles, or as a result

of illegal fishing. In any of the cases DFG had a nechani sm
to address the issues. She was a nenber of the North
Pacific Fishery Managenent Council, which nanaged the

fisheries from3 to 200 mles; the position allowed her to
i nfluence what occurred in federal fisheries. She added
t hat the departnent was involved in a nunber of
i nternational bodies that negotiated on itens such as high
seas driftnet enforcenent with other Pacific Rim countries.
Additionally, there was an international conm ssion that
di scussed managenent of Pollock fisheries (Pollock stock
crossed the Al aska/Russian border). She relayed that the
departnent had sone ability to influence enforcenent on the
high seas and was involved in scientific exchange to
understand activity taking place outside of the 200-mle
bor der.

2:31: 37 PM

Representative Gara thought that the answers for the
initiative would take tinme. He stated that it was known
that King salnon were being intercepted and dunped dead
back into the water on the high seas level. He wondered
whet her DFG would be able to provide the nunber of King
sal non that were intercepted and the | ocations the practice
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was occurring. He asked for confirmation that the fish were
t hr own over board.

Comm ssioner Canpbell answered that the departnent the
information for donestic fisheries (3 to 200 mle from
shore range) and would provide it. She had been working on
i npl enenting caps and controls on bycatch in fisheries that
had none (e.g. the @ulf of Al aska fisheries had no limts
on Chinook salnmon bycatch). The issue had been a nmgjor
focus the North Pacific Fishery Managenment Council had been
wor king on. She would provide information on areas where
limts had been put in place versus areas the council was
working to inplenment a limt.

2:32:58 PM

Representati ve Edgnon asked for comment on ocean
acidification. He appreciated the conmm ssioner's concise
presentation. Additionally, he thanked the conm ssioner for
her role in getting the Board of Fish out to Bristol Bay.
He believed it was inportant for the Board of Fish and
Board of Gane to have a presence in outlying regions.

Comm ssi oner Canpbell responded that ocean acidification
was of great concern to the fishing industry in Al aska. She
detailed that specific concern related to how a change in
the ocean's pH levels could inpact shell-form ng organisns
and primary prey species for salnon. She communicated that
the University of Alaska had taken the |ead in devel opi ng
research to nonitor Alaska's ocean acidity |levels that
woul d provide baseline information and early detection of
potentially harnful trends. She relayed that DFG had a
cooperative relationship with the Al aska Ocean bserving
System that provided sea conditions and sone of the
i nformati on.

Representative WIlson pointed to DFG testinony that hunting
opportunities had increased. She wondered why the guide
concession program was needed and why DFG should not be
running it because it was about the nunber of animls and
not necessarily the land. She understood the issue was
conpl i cat ed.

Conmi ssi oner Canpbell answered that the devel opnent of the
gui de concession program had been primarily through DNR
because it was related to access and use of state |ands

however, the effort had been cooperative between DNR and
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DFG She agreed that a critical conponent of the program
was related to wildlife harvest. She elaborated that DFG
had been involved in the devel opnent of the program as it
related to harvest opportunities and inpacts on wldlife.
She stated that al though heard sizes and  hunting
opportunity had increased, every conflict that existed had
not been elimnated. She noted that there were areas where
there was not enough harvest opportunity for both resident
and non-resident hunters. The Board of Gane had determ ned
that if there was not a program developed to regulate the
gui de industry and opportunity, an alternative way to limt
non-resident hunting opportunity would need to be devised.
The reaction from the guide industry was that alternative
options could be extrenely destabilizing (e.g. reliance on
a draw permt or other). The departnment was working to
support the process where it coul d.

Co-Chair Stoltze asked nenbers to take advantage of working
with the co-chairs offices on issues they would like to see
addr essed.

2:38: 35 PM
AT EASE

2:41: 26 PM
RECONVENED

AFY 14 GOVERNOR S BUDGET OVERVI EW DEPARTMENT OF M LI TARY
AND VETERANS AFFAI RS

2:41: 39 PM

MAJOR GENERAL THOVAS H KATKUS, COWM SSI ONER, DEPARTMENT OF
M LI TARY AND VETERANS AFFAI RS (DWA), introduced his staff.

MCHUGH PI ERRE, DEPUTY COWM SSI ONER, DEPARTMENT OF M LI TARY
AND VETERANS AFFAI RS, communi cated that planned to share a
video related to department activities.

Comm ssi oner Katkus added that the video had been put
t oget her by young nenbers of the mlitary. The video titled
"2012 Year in Review' was shown.

2:53: 44 PM

Comm ssioner Katkus provided a PowerPoint presentation
titled "Al aska Departnment of MIlitary and Veterans Affairs
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FY 2014 Overview' dated January 30, 2013 (copy on file). He
shared the departnment's mssion (slide 2):

To provide mlitary forces to acconplish mlitary
mssions in the state or around the world; provide
honmel and security and defense; energency response;
veterans services; and youth mlitary style training
and educati on.

Comm ssioner Katkus pointed to the departnment's Core
Services (slide 3):

Def end and Protect Al aska and the United States
Di saster Preparedness/ Response and Recovery
Yout h I ntervention

e Qutreach to Veterans and Mlitary Famlies

Conmi ssioner Katkus discussed neasures and results on
slides 4 and 5. He shared that the departnent had net al
of its state and federal energency response requirenments
for training and deploynments. He discussed a significant
nunber of at-risk youths who had graduated from the
mlitary youth acadeny; the graph on slide 4 showed a
graduating class of approximately 300 students in 2012. He
detailed that benefits outweighed the program cost, given
that many of the youths could have ended up in the state's
correctional system He believed the program had been and
continued to be very successful. He spoke to the one-tine
benefit paynments for the state's veterans. He expounded
that veterans were hard to track in Al aska because nany
felt that their need for services was not as great as
others. The departnment continued its efforts to register
every veteran, which drove additional federal resources for
veteran support. He touched on the departnent's outreach
prograns to register veterans with the help of veterans
service officers and conmunity volunteers; he pointed to
the significant increase in paid benefits from 2005 to 2012
(slide 5).

Conmi ssi oner Kat kus addressed the departnent's general fund
budget on slide 6. He shared that the DWA budget accounted
for 0.44 percent of the state's overall budget. He pointed
to all of the actions shown in the video that represented
wor k funded by state doll ars.

2:57: 46 PM
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Comm ssi oner Katkus noved on to discuss the departnment's
budget by fund and source (slide 7). He directed attention
to the left chart and noted that the general fund (GF) was
the only fund source that had grown in the past two years.
He explained that the GF increase had resulted from the
departnent's new oversight of the Alaska Aerospace
Corporation (AAC). The graphs on the right showed a
breakout of the AAC budget and the departnent's budget
w thout AAC, which illustrated that wthout AAC the DWA
general fund budget had remai ned consistent over tinme. He
enphasi zed that DWA had not expanded its progranms. He
believed the department used its general funds very well.

Comm ssi oner Katkus turned to the departnent's 10-year plan
(slide 8).

M. Pierre added that the projection on slide 8 pertained
to the DWA 10-year plan for all funds.

Comm ssioner Katkus continued to discuss slide 8. He
pointed to large federal funding increases projected for
future projects including a USPFO [United States Property
and Fiscal Ofice] facility that would capture all contro
of federal equipnent comng into the state, AAC projects,
and the Fairbanks Arnory. He relayed that the departnent's
current | evel of service wuld remin constant. He
addressed the 10-year plan general funds projection on
slide 9. He pointed out that potential G- increases would
occur to match federal funds if facilities were constructed
in the future.

Comm ssi oner Kat kus pointed to priority issues on slide 10:

Federal Fundi ng and Sequestration

» Base Realignment and C osure (BRAC)

* Alaska Mlitary Youth Acadeny Fornmula Fundi ng
» Al aska Aerospace Corporation Contracts

» Fairbanks Cenetery Land
Comm ssi oner Katkus elaborated that federal sequestration

was the departnent's highest priority; it was working to
eval uate how sequestration would inpact the state and how
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the DWA would continue with its prograns. He believed it
woul d be very manageabl e for the state.

3:01: 24 PM

Co-Chair Austernman | ooked at the chart's gray line on slide
8 reflecting the current level of service plus initiative.
He surmsed that the data partially incorporated ongoing
AAC devel oprment. Comm ssioner Katkus agreed that the Iline
i ncluded the projected antici pated devel opnent of AAC.

Co-Chair Austerman remarked that he did not see the sane
grow h pattern reflected on slide 9. He believed there were
anticipated G- requests and expenditures for AAC in the
next few years.

CRAI G CAMPBELL, PRESIDENT AND CH EF EXECUTIVE OFFI CER,
ALASKA AERCSPACE CORPCRATI ON, DEPARTMENT OF M LITARY AND
VETERANS AFFAI RS, | ooked at the top right chart on slide 7,
which included the $8 million AAC request from the prior
year and the current year. Subsequent slides showed the
peak that DWA was required to cover, which was created by
the addition of AAC to the departnent. He explained that
t he additi on of AAC skewed the DWA chart.

M. Pierre added that DWA was doing its best to reflect
mat ch requirenents of G- to the projects on slides 8 and 9.
He elaborated that goal was to show the anticipated [GF
spending that would be required in addition to the total
federal and outside partner noney. He relayed that the
projected spending may change as AAC pursued the third
| aunch pad for the nedium |ift rocket capability; if a
change occurred DWA would provide the legislature wth
updat ed i nformati on.

M. Canpbell noted that the bottom line on slide 8
represented an AAC project baseline. He stated that $25
mllion had been allocated the prior vyear, but only $1
mllion had been spent to date; AAC was waiting on contract
agreenents with Lockheed Martin. The gray peaks represented
proj ected funds for the USPFO and Fairbanks Arnory.

3:04: 43 PM

Co-Chair Austernman remarked that the $25 mllion was a one-
time expenditure. He did not believe the figure should be
continued across the chart from FY 13 to FY 23. M. Pierre
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replied that the figure was reflected in the fiscal year
t he departnent anticipated on spending the funds.

Co-Chair Austerman asked if DWA anticipated spending the
$25 mllion wuntil FY 23. M. Pierre replied in the
affirmati ve.

Commi ssioner Katkus comunicated that slide 8 showed a
projected 10-year plan for all funds (including federal)
whereas, slide 9 showed the data for G- only.

Co-Chair Austerman asked for verification that that the

gray line on slide 9 did not include the $8 nillion
requested increment for AAC. M. Pierre responded in the
affirmative. The $8 mnmllion was not in the long-term

spending plan and was not included in the long-term
projection. He pointed to slide 9 and noted that projected
GF decreased slightly as a result; however, noving farther
out into the future the gray line increased due to |arge
projects on the horizon.

Representati ve Kawasaki asked if data used in the graph on
slide 9 had cone from the Ofice of Mnagenent and Budget
(OVMB). M. Pierre responded in the affirmative.

Representative Kawasaki referred to a neeting he had
attended earlier in the day on the AAC that had addressed
anticipated future contracts and potential federal funds
supplanting G- in the future. He did not believe the OVB
10-year projection included the data.

M. Canpbell replied that the AAC data provided to OVB
reflected $8 mllion in G- for FY 14, $6 nmillion in FY 15,
$4 mllion in FY 16, and $2 mllion in FY 17. The declining
funding requests were based on a projection for increased
contracts and ot her i ncom ng revenues. The request
flattened to $2 mllion at the 5-year point due to
antici pated |aunches and potential federal matching funds.
He was confortable with the 5-year projection, whereas the
foll owi ng 5-year period was |ess clear.

3:08: 59 PM

Representative Kawasaki noted that the graph he had
received in the budget subconmttee was zeroed out after FY
17. M. Pierre replied that the <chart received in
subcomm ttee may not reflect the nost recent information.
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He relayed that the departnent would provide additional
detail on AAC to the budget subcomrmittee on February 18,
2013.

Represent ati ve Kawasaki asked about the $75,000 request for
mai nt enance and operation of the Fairbanks Cenetery. He
wondered about the status of the cenmetery and whether it
was open.

M. Pierre responded that noney had been included in the
DWA capital budget request that would allow for the
purchase of I|and for the cenetery. The departnent had
worked to get the land donated and had worked with the
Department of Natural Resources, the University of Al aska,
and private citizens. He explained that 32 out of 34 core
sanples taken from the land the departnent anticipated
using had shown permafrost; therefore, the land was not
usable. The goal was to find approximately 100 acres;
Veterans Affairs (VA) required the land to be larger than
40 acres. The departnment had reached the point where
purchasing |land was the option; it had posted a request for
information (RFlI) on properties available for sale and
pricing. The FY 14 capital budget request was $2.5 nmillion
and DWA anticipated the total land cost to be $3 mllion

Once the budget I ncr ement had been approved DWA
anticipated posting a request for proposal in July; once
the land was entitled the VA would provide the funds to
build and the cenetery would open in the last quarter of FY
14. The $75,000 reflected operations for the final quarter
of FY 14. The departnment believed it would cost $300, 000
annually to maintain and operate the cenetery.

Representati ve Kawasaki referred to the $2.5 nmillion
capital budget request for the purchase of |and. He asked
about who owned the | and and what its current val ue was.

3:11: 56 PM

M. Pierre replied that the departnent did not know He
el aborated that there had been mnultiple responses to the
RFI that had ranged from $800,000 to $15 mllion dependi ng
on the location and the size of the property. The
department believed it was best to work with the community,
the Interior delegation, and wth relator input. The
departnent hoped to procure |east 100 acres to fulfill its
prom se to veterans in the Interior region of Al aska.
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Representative Gara recognized the inportance AAC had for
the community of Kodiak; however, he was concerned about
the corporation. He asked for the total capital and
operating funds that had been appropriated to AAC in FY 13.

M. Canpbell replied that the FY 13 budget included $8
mllion in the operating budget for operations and
sustai nment of the Kodiak [aunch conplex and AAC for one
year. Addi tionally, the legislature had funded the
governor's $25 mllion capital request for the devel opnent
of a new nediumlift Jlaunch pad. The funding included
several «criteria specifying that the corporation could
spend no nore than $3 million until a firm launch schedul e
was obtained from a custoner (Lockheed Martin was expected
to be the custoner), once the |aunch dates were established
AAC could spend $10 million to begin the engineering design
for the facility and it could nove forward on a financing
package (the total |aunch conplex would cost approximtely
$125 million), once the additional 100 mllion was secured
the corporation could use the remaining $12 million for the
construction of the conpl ex.

3:14:17 PM

Representative Gara wondered whether AAC would submt
capital funding requests in addition to the operating
requests M. Canpbell previously nentioned.

M. Canpbell answered that AAC had a capital request of
approximately $185,000 for the rebuilding of a weather
station and slightly under $1 mllion for the corporation's
deferred mai ntenance backlog, which totaled approximtely
$4 million to $5 mllion.

Representative Gara asked for the current total operational
cost for the facility (state G- and non-GF funds) and the
i ncome that had been generat ed.

M. Canpbell answered that AAC had no |aunches schedul ed
and no contracts in the current or prior year; the
corporation needed the state's support during the two-year
period while it changed its business devel opnent plan and
acquired new customers. He elaborated that the Kodiak
| aunch conmpl ex had been built 15 years earlier; there had
been 16 |aunches and the state had provided between $30
mllion and $35 million in support. Additionally, AAC had
received $145 million to $150 mllion in federal funds to
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build the conplex and $140 nmillion to $150 mllion in
| aunch revenues.

M. Canpbell summarized that AAC had received slightly
under $300 million against the approximate $30 million
contributed by the state. He expounded that the corporation
had becone conplacent and relied on working wth the
M ssile Defense Agency (MDA) between 2006 and 2009; the
agency had been the corporation's only custoner and had
paid all of the bills. As a result, AAC had not marketed to
ot her custoners. Subsequently, when MDA noved its program
to the Pacific, AAC had no other custonmer base. He
expl ai ned that AAC had then requested state funds in 2010;
it took two years to prepare for a l|aunch; therefore, the
corporation knew it would have no launch contracts for two

years. He acknow edged that the onus was on the
corporation. The corporation had asked for tw annual
appropriations of $8 mllion; requests would begin

declining the followmng year, given AAC s aggressive
busi ness devel opnent. He shared that the corporation was
actively working with the space and nissile defense comand
(U.S. Arny conmmand) and was close to signing a contract for
a 2014 launch. Additionally, AAC was working wi th Lockheed
Martin (in the past the conmpany had told the legislature it
had sel ected Kodiak as a launch site), which was close to
conpleting contract work on a small launch in late 2014
The corporation was working with the US. Ar Force and
ot her agencies and believed it would have three to four
| aunches per year in the future. He reiterated that as
revenues increased due to launches, the corporation would
reduce state funding requests. He relayed that the
corporation was confident it would not need $8 million the
next year; fund sources were shifting away from the state
and back to the private sector

3:18: 34 PM

Co- Chair Austerman asked for detailed information about the
$25 mllion request. He wondered about contracts that were
in progress with Lockheed Martin or other.

M. Campbel | replied that the $25 mllion capital
appropriation the prior year had been for the nmedi um | aunch
l[ift (launch pad 3), which had been designed to neet a
potential customer need to launch |arger rockets (tw ce the
size of the rockets launched at the small [lift); the
facility was not yet available. He elaborated that Lockheed
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Martin had been the first customer to approach AAC, it was
working on a nmediumlift program called Athena 111. The
conpany had hoped that AAC would begin construction during
the current year, but AAC was waiting to spend noney on the

[ aunch pad until the customer contract and |aunch dates
were secured. The corporation had allocated a portion of
the $25 nillion to an environnental assessnent and

permtting; it was also looking at the initial nmediumlift
design. He furthered that AAC had been working wth
Lockheed Martin on what its rocket requirenents would be.
The plan was to spend less than $1 million of the $25
mllion until Lockheed Martin provided its |aunch schedul e.
He conmunicated that another conpany had visited AAC and
was interested in a nediumlift |aunch. The conpany was
currently in the process of an East Coast |aunch schedul ed
to occur in the spring (Antares rocket); it would al so need
a West Coast |aunch |ocation and AAC anticipated that the
conpany would visit to discuss using the Kodiak facility.
He added that AAC wanted to optimze the |aunch conplex in
order to nmeet the needs of all custoners. He relayed that
AAC was slowing down on spending in the current year in
anticipation of custonmer agreenents and schedules; it would
nmove forward wth the full design and construction
beginning in the foll ow ng year.

3:21: 05 PM

Co-Chair Austerman asked if the corporation had a tine
comm tment from Lockheed Martin. M. Canpbell responded in
t he negati ve.

Representative Gara asked for verification that the
corporation did not have any firm custonmers. M. Canpbell
replied that AAC had a federal governnent custoner that
woul d | aunch in August 2014. Kodi ak had been identified for
small U. S. Air Force launch m ssions by Lockheed Martin and
O bital Sciences between 2013 and 2017. The m ssions had
not been scheduled, but the $1 billion contract had been
awarded to Lockheed Martin and Obital Sciences; Kodiak
would be the launch site. He noted that the difference
between AAC and a federal agency was that the corporation
was working with private conpanies (e.g. Lockheed Martin,
Orbital Sciences, Northrop Gumman, Aerojet, and other),
which involved a nultiagency plan (AAC, rocket builders,
satellite builder, and a private or governnent customner).
The corporation |ooked at the overall program which in the
current case was $1 billion for small and medium | aunches
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in a five-year period; the program had selected Lockheed
Martin and Obital Sciences, which had selected Kodiak as
the launch site. He stressed that the plans to launch in
Kodi ak were real, but he did not know specifics on which
m ssions woul d occur or at what tinme they would take place.

3:23:28 PM

Representative Gara pointed to the tw $8 mllion
expenditures in the past two years with zero |aunches. He
asked for the anticipated net revenue for the government
launch in 2014 and what was expected out of the Lockheed
Martin |aunches. He wondered whether the |egislature would
continue to subsidize the corporation when the |aunches
occurr ed.

M. Canpbell replied that the $8 mllion was needed to
operate and sustain the launch conmplex and AAC. He
reiterated his earlier testinony that the onus was on the
corporation for not obtaining another custonmer when MDA
left. The conpany was building |aunches and would have a
launch in 2014. He relayed that when the corporation
reached four |aunches per year it wuld no |onger need
operation sustainment funds from the state. He discussed a
chart the corporation would provide at the February 18
budget subcommittee neeting, which showed the costs per
year. The corporation charged approximately $4 mllion for
a small launch and $6 million for a nedium | aunch dependi ng
on the needs of the mssion. Four |aunches would bring in
$16 mllion; half of the nobney would go towards contractors
and purchased services and the other half would go to the
corporation's workforce and operations.

Representative Mnoz asked how |aunching out of Kodiak
woul d be nore advantageous to a conmpany than launching in a
Lower 48 |ocation. M. Canpbell discussed East and West
coast launches and relayed that the U 'S. only conducted
| aunches over water. Approximately 60 percent of the
| aunches were equatorial and were conducted on the East
Coast . Kodiak did not conduct equat ori al | aunches;
therefore it did not conpete with the East Coast. West
Coast |aunches were polar; AACs only conpetitor on the
West Coast was the Vandenberg Air Force base in California.
He detailed that the base was federally controlled and had
a high operational cost. The Kodiak site was owned by AAC
had a | ower cost of operations. He explained that the owner
could determne the launch  priority; the federally
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controlled site prioritized governnent | aunches over
commercial launches. He stressed that the Kodiak facility
allowed custoners to sign a contract to designate the
timeframe of their choice; the nethod provided custoners
with great flexibility and assurance that their [|aunch
woul d occur at the tine they specified.

3:27:53 PM

Representative Mnoz asked whether the conpanies would
| ocate any permanent enployees in the Kodiak region. M.
Campbell replied in the affirmative. He elaborated that
Lockheed Martin want ed to devel op an aer ospace
infrastructure in Alaska. He shared that AAC had partnered
with Lockheed Martin on a contract for Fort Geely four
years earlier; Lockheed Mrtin had planned to relocate
approximately 150 full-tinme enployees to Al aska; however,
they had not been awarded the contract. Lockheed Martin
wanted to develop a center of excellence in aerospace in
Al aska, which could include light manufacturing, team ng
with the University of Al aska, and workforce devel opnent
training. Lockheed Martin had held a suppliers conference
in Anchorage the prior year to determne how to best
support its projects in the Al aska. The corporation was
encour agi ng conpanies interested in contracting wwth AAC to
| ook at ways that would increase aerospace enploynent in
Al aska,; Lockheed Martin had been forthright iin its
i nterest.

3:30: 02 PM

Representati ve Kawasaki referred to his earlier conment and
corrected that he did see the decline in undesignated GF
funds after the next couple of years. He asked about polar
orbiting and wondered if the corporation would conpete on
an international |evel.

M. Canpbell replied that the U S. had priced itself out of
the comercial nmarket in nmany cases. He elaborated that
nost of the truly comercial |aunches originated in French
Guyana and Russi a. He noted that U. S conpani es
manuf act uri ng satellites pur chased services over seas
because it was cheaper. He explained that Kodiak could
begi n | owering | aunch costs and i ncreasi ng its
conpetitiveness in order to attract nore of the U S
conmer ci al mar ket .
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HB 65 was HEARD and HELD in comrittee for further
consi derati on.

HB 66 was HEARD and HELD in comrittee for further
consi derati on.

Co- Chair Austerman di scussed the schedule for the follow ng
day.

#
ADJ OURNVENT

3:31: 50 PM

The neeting was adjourned at 3:31 p. m
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