1: 36: 49 PM

CALL TO ORDER

Co- Chair

Aust er man

HOUSE FI NANCE COW TTEE
February 5, 2014
1:36 p.m

called the House Finance

nmeeting to order at 1:36 p.m

VEMBERS PRESENT

Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve

VEMBERS ABSENT

Representati ve

ALSO PRESENT

M chael

Adm ni strative
Devel opnent ;
Comrer ce,
Mungl e,

Hanl ey,
Early Devel opnent;

Susan K.
Comuni ty
Adm ni strative

Co- Chair
Co-Chair
Vice-Chair

Al an Aust er man,
Bill Stoltze,
Mar k Neuman,
Ma Costello
Bryce Edgnon
Les Gara
David Guttenberg
Cat hy Munoz

St eve Thonpson
Tammi e W1 son

Li ndsey Hol nes

Conmi ssi oner,
Hei di
Servi ces,

Depart nent of
Teshner, Director,

Depart ment of
Bell, Conmm ssioner,

and Econom c

Services Director,

Conmittee

Education and

Di vision of
Education and Early
Departnent of
Devel opnent ;
Depart ment of

Jeanne

Commerce, Comrunity and Econom c Devel opnent.

SUVVARY

HB 266 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 266 was HEARD and HELD in committee for
further consideration.

HB 267 APPROP: MENTAL HEALTH BUDGET
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HB 267 was HEARD and HELD in committee for
further consideration.

FY 15 BUDGET OVERVI EWE:
DEPARTMENT OF EDUCATI ON and EARLY DEVELOPMENT
DEPARTMENT CF COMVERCE, COMVUNI TY, and EARLY
DEVEL OPMVENT

#hb266
#hb267
HOUSE BI LL NO. 266

"An Act meking appropriations for the operating and
| oan program expenses of state governnment and for
certain prograns, capitalizing funds, and naki ng
reappropriations; meking appropriations under art. |X
sec. 17(c), Constitution of the State of Al aska, from
the constitutional budget reserve fund."

HOUSE BI LL NO. 267

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

1: 37:45 PM

AFY 15 GOVERNOR S BUDGET OVERVI EW DEPARTMENT OF EDUCATI ON
and EARLY DEVELOPMENT

1: 37: 48 PM

M CHAEL HANLEY, COW SSI ONER, DEPARTMENT OF EDUCATI ON AND
EARLY DEVELOPMENT, (DEED) introduced hinself.

HEI DI TESHNER, DI RECTOR, Dl VI SI ON OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT,
i nt roduced hersel f.

Comm ssioner Hanley discussed slide 2 of the PowerPoint
presentation, "Alaska Department of Education and Early
Devel opnent, FY 2015 Departnent Overview' (copy on file).

M ssi on: To ensure qual ity st andar ds- based
instruction to inprove academ c achievenent for all
st udent s.
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Core Servi ces:

1. Public School Funding - Ensure funding is
appropriately distributed to recipients based on
| egi sl ative appropriations and by Statute.

2. Fiscal Accountability, Conpliance and Oversight -
Ensure the departnent effectively and efficiently
manages state, federal and other funds.

3. School Effectiveness Programs — Assist districts by
providing programs, technical on-site and distance
delivery support, and early intervention services.

4. Active Partnerships - Provide opportunities for,
and collaborate with government entities, and other
public and private organizations.

Comm ssi oner Hanley |ooked at slide 3, "DEED Budget by Core
Services." He stated 80 percent of the budget went directly
to school districts, was largely forrmula driven, and was
the location of the base student allocation (BSA). He
announced that 14 percent of the budget was used for fiscal
accountability, conpliance, and oversight. He shared that 4
percent of the budget was intended for active partnerships.
He stated that 2 percent of the budget was used for schoo

ef fectiveness prograns.

Comm ssioner Hanley discussed slide 4, "Departnent of
Education and Early Devel opnent Measures and Results." He
remar ked that DEED used the Al aska Performance Schol arship
(APS) to neasure results. He stated that there were three
cohorts of students who had access to the Performance
Schol arship. He remarked that in 2011, 28.8 percent of
students eligible for the APS; in 2012, 27.2 percent of
students were eligible for the APS, and in 2013, 31.6
percent of students were eligible for the APS.

1: 42: 48 PM

Comm ssioner Hanley highlighted slide 5, "Departnment of
Education and Early Devel opnent Measures and Results." The
chart represented the four year graduation rates, which was
how Al aska conpared itself to other states. He remarked
that there was a common fornula for how the graduation rate
was determned. He noted that the last two years showed a
two percent increase, and it was the goal of DEED to hit 90
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percent by 2020. Currently, the graduation rate was 71.6
percent, so with a 2 percent per year increase, the rate
woul d be approxi mately 86 percent by 2020.

Conmi ssioner Hanley |ooked at slide 6, "Departnment of
Education and Early Devel opnent FY 2015 Operating Budget
Governor's Decenber 12 includes School Debt Rei nbursenent.”
The slide contained two sets of data in both table and
graph form The table broke the budget into two conponents.
The K-12 Formula Programs represented $1.4 billion of the
total $1.7 billion DEED budget. The Agency Operations
budget was $310 mllion, and he remarked that $213 mllion
of the $310 mllion were federal funds.

Comm ssioner Hanley highlighted slide 7, "Departnment of
Education and Early Developnent Operating Overview All
Funds."” The slide addressed spending. He stated that 95
percent of spending was from grants in the form of
foundation fornmula, pupil transportation, and school debt
rei nbursenent prograns, and child nutrition prograns. The 3
percent for "Qther Lines" were for contractual obligations
and responsibilities, which include travel and assessnent
contracts. He shared that 2 percent of the budget was for
personal services. He noted that the bottom | eft corner of
the slide showed the position count: 332 full-tinme, 14
part-time, and 17 non-pernmanent.

Comm ssioner Hanley |ooked at slide 8, "Departnent of
Education and Early Devel opnent Agency Operations." The
|l eft graph was the general fund operating budget, with 95
percent directed at the K-12 formula prograns and 5 percent
for agency operations. The agency operations were
categorized by fund source on the right side of the slide:
68 percent federal funds, 23 percent general funds, and 9
percent other funds.

1:47:18 PM

Comm ssioner Hanley discussed slide 9, "Departnent of
Education and Early Devel opnent FY 2015 CGovernor's Budget
Hi ghlights.”

Oper ati ng Budget
K- 12 Foundati on Program

$25,000.0 UG for school district support outside the
formula to be distributed as additional state aid.
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Funding wll be distributed by AADM to include
district cost factors.

K- 12 Support Boardi ng Hone G ant Fundi ng:
$961.3 UG increase for four new residential prograns
t hat have been approved by the departnent.

Al aska Hi gher Education Investnent Fund:
Al askAdvant age Education Grants - $1,500.0 DG-
Al aska Performance Schol arship Awards - $3,000.0 DG

K- 12 Education Fornul a Fundi ng:

Forward funding of the Foundation Program and Pupil
Transportation to be deposited into the Public
Educati on Fund.

Comm ssioner Hanley |ooked at slide 10, "Departnent of
Education and Early Devel opnent FY 2015 CGovernor's Budget
H ghlights."

Oper at i ng Budget

Pre- Ki ndergarten Grant Fundi ng:

$2,000.0 UG- restores the Pre-Kindergarten G ant
program to the $2,000.0 one-tine funding |evel of
FY2014.

Student and School Achi evenent:
$100.0 MWMHTAAR (OQther) for the Mental Health Trust
Authority Gant for Al aska Autism Resource Center to
mai ntain current funding |evels.

Al aska Chal | enge Youth Acadeny:

Decrease of $4,791.4 UG for a transfer out of DEED s
budget and to be directly appropriated to DWA's
Al aska Mlitary Youth Acadeny all ocati on.

Agency Operations Efficiency Reductions:
Decrease of $646.4 UG- Federal .

Comm ssioner Hanley displayed slide 11, "Departnent of
Education and Early Devel opnent 10-year Pl an Highlights."

Oper ati ng Budget
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-The Departnent of Education & Early Devel opnent has
incorporated all FY2015 Governor’s budgeted changes
into the 10-year pl an.

-The 10-year plan does not include any potential
statutory changes or associated fiscal notes.

-In FY2015- FY2024, the Foundation Formula projects
sustained funding including $25,000.0 outside the
formul a as targeted funding.

-Qperating cost increases include annual inflation
adj ustnments for contractual obligations.

-Start-up operating and nmintenance costs for the
State Libraries, Archives and Miseuns facility, the
Shel don-Jackson Stratton Library, and the future MEHS
aquatics facility.

1: 52: 53 PM

Conmi ssioner Hanley |ooked at slide 12, "Department of
Educati on and Early Devel opnent 10-year Plan Highlights."

Capital Projects

-School district new facility Construction estimates
$50,000.0 annually and includes projects to satisfy
the Kasayulie v. State consent decree and settlenent
agr eenent .

-School district facility Major Maintenance projects
esti mates $50, 000.0 annual ly.

-Deferred maintenance for MNMEHS appropriations are
included which follow the current Governor’s b5-year
deferred mai ntenance initiative.

-Funding for the Sheldon-Jackson Stratton Library
renovation and full funding for the State Libraries,
Archives and Museuns facility are included in the 10-
year projection.

Comm ssioner Hanley highlighted slide 13, "Departnent of
Education and Early Developnment Continued Budget G owth
Conmpared to 10-Year Plan." The slide represented the non-
formul a general funds (GF) only. He stated that the dotted

House Fi nance Conmmittee 6 02/ 05/ 14 1:36 P. M



line was a projection of 2006 to 2015, and extrapol ating
beyond with an 8.1 percent growh. He noted that the Iline
steepness from years 2010 and 2013 was related to the
inclusion of APS, Alaska Native Science and Engineering
Program (ANSEP), early learning prograns, and schoo
performance incentive prograns.

Comm ssioner Hanley spoke to slide 14, "Departnent of
Education and Early Developnment Continued Budget G owth
Conmpared to 10-year Plan."” The graph |ooked at all funds.
He stated that the 5 percent for agency operations did not
have an inpact on the displayed trajectory. The graph did

not include a BSA increase. If the graph included the
governor's proposed BSA increase, the trajectory of the
black dotted line on the graph would increase by very

l[ittle. He stressed that the $49 mllion in the BSA woul d
have very little inpact.

1: 58: 16 PM

Comm ssioner Hanley highlighted slide 15, "Education and
Early Devel opnent Budget Conpared to Al Agencies Budgets."
The bars on the graph showed the total agency non-fornula
GF budget, and the nunbers included prograns |ike Parents
as Teachers, Best Beginnings, thene-based education, the
Al aska Advantage Grant, and the APS. He renarked that the
DEED agency budget represented only 2 percent of the
state's agenci es budget.

Commi ssi oner Hanl ey discussed slide 16, "DEED Fornula and
Non- For mul a Fundi ng. "

The departnent's total GF budget grew over $410
mllion (45 percent) between FY06 and the FY15
Governor's Request - an average annual growh rate for
that period of 8.1 percent.

The departnent's total FY15 G- budget request for DEED
formula and non-formula prograns equals $3,973 per
resi dent worker.

Co- Chair Austernan asked for a description of the "Aquatic
Facility." Comm ssioner Hanley replied that there was a 50
meter swi nmm ng pool at M. Edgecunbe, which was in need of
an upgr ade.
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Co- Chair Austerman | ooked at slide 4, and expressed concern
regarding the 70 percent that were not represented in the
APS program He felt that there should be an overal
holistic view of education for all students, rather than
the students that were eligible for APS. Conm ssioner
Hanley agreed to provide nore information, including a
report that outlined the conponents of findings related to
APS functionality.

2:02: 08 PM

Co-Chair Stoltze queried the optimstic projections for
graduation rates. Conm ssioner Hanley replied that he hoped
to continue to see 2 percent growh. He remarked that it
was inportant to work with the narginal students, but
agreed that there was a point where the effort m ght becone
futile.

Co-Chair Stoltze shared a story about soneone who dropped
out of school to start a business. He would like to see a
cost conparison between a public school student, charter
school student, honme school student, and private school
student. He felt that the anecdotes m ght be nore useful
than the facts, because he already knows the facts. He
would also like to examne the cost of retirenment.
Comm ssi oner Hanl ey agreed to provide that information.

2: 09: 33 PM

Vice-Chair Neunman |ooked at the nunber of vocational
prograns available, and remarked that approximtely 60
per cent was not f ocused on vocat i onal trai ni ng.
Comm ssi oner Hanl ey responded that the vocational training
was not a separate budgetary conponent, but was part of a
grant. He stated that the largest focus of DEED was to set
up the residential schools that could focus on the
techni cal and vocational courses.

Vice-Chair Neuman stated that math was one of the nost
difficult school subjects. He wondered if there was a plan
to add nore math classes. Conm ssioner Hanley agreed, but
stated that those decisions were nost often nmade at the
| ocal |evel.

Representative Gara expressed concern about staff |osses

across the state. He wondered if DEED had cal culated an
estimte base student allocation (BSA) adjustnment in an
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attenpt to avoid future budget decreases. Comr ssioner
Hanley replied that an estimate was offered two years ago
through the superintendent's organization, but he had not
cal cul ated another recently. He stated that he did not have
current estinmates.

2:15:36 PM

Co-Chair Austerman noted that the governor's bill pointed
to a BSA estimate. He wondered how the estimate was
determned wthout ~current data. Conmi ssi oner  Hanl ey
replied that the governor took the initiative to focus
targeted funds for targeted outcones. The governor was
willing to estimate a one and one-half increase of the
current BSA. The governor recognized the increase as nobdest
with Alaska's fiscal climte.

Representative Gara stressed that he would Iike nore
information from DEED regarding its needs. He felt that
reduci ng the nunber of teachers and staff did not have a
positive inpact on educati on. He stated that t he
| egi slature had conducted sone surveys and agreed to
provide |egislative research report, but he felt that DEED
should provide better information in order for the
| egislature to nmake an inforned decision. The governor's
proposed $80 increase to the BSA would result in even nore
teacher lay-offs in Anchorage. Comm ssioner Hanley stated
that the governor had proposed an increase to the BSA that
woul d hopefully reduce the nunber of |ay-offs of education
staff in Al aska.

Representative Gara wondered if the governor would be
willing to have a discussion that could stem the continua
| ayoffs in public education. Conm ssioner Hanley replied
that he believed the governor would focus on that, and was
interested in having nore conversations.

2:20: 52 PM

Representative Mnoz wondered if DEED had analyzed the
inmpact of the one-tinme funding. Comm ssi oner  Hanl ey
responded that there were several districts that recognized
that it was one-time funding and incorporated it into
infrastructure. He stated that it wuld require a
conversation with every district to see that it was used as
intended. He felt that the answer would be different from
every district.
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Representative Minoz felt that there could be nobre npney
for education. She wanted to know why sone districts were
struggling nore than others across the state. Comr ssioner
Hanl ey replied t hat some districts operate very
efficiently, but others did not.

Representative Quttenberg |ooked at slide 3, and wondered
what was used as a benchmark for the fiscal accountability
and school effectiveness prograns. Conm ssioner Hanley
replied that the school effectiveness prograns had data
regarding institutes, participation, nentoring, coaching,
and state system of support. The fiscal accountability,
accounting, and oversight portion was based around the
responsibility of nonitoring the use of the funds to neet
both state and federal guidelines. The conponent had
audits and reports to ensure accountability for both state
and federal funds.

2:25: 56 PM

Representative GQuttenberg wondered if there would be a
change in accountability when the funding changed.
Comm ssioner Hanley replied that DEED did not have a tool
to neasure |ocal effectiveness at a school |evel. He stated
that there were |ocal neasures, but DEED was not able to
reflect the inpact of one Iless teacher on student
effectiveness directly.

Representative (Quttenberg felt t hat an analysis of
graduation rates correlating with teacher |ay-offs would be
beneficial to the |egislature. Conmm ssioner Hanley stated
that there were standard based assessnents and graduation
rate assessnents that DEED conducted. He agreed to provide
that information. He stressed that determning a cause
based on those assessnents was chal | engi ng.

Representative Quttenberg felt that the positive effect of
vocational training needed to translate across the state.

Representative WIson stressed that the discussion was
about | ocal control, and pointed out that there should be a
determ nation of how much DEED should intervene in |ocal
school s.

2:30: 29 PM
AT EASE
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2:32:22 PM
RECONVENED

A"FY 15 GOVERNOR S BUDGET OVERVI EW DEPARTMENT OF COMVERCE,
COMVUNI TY AND ECONOM C DEVELOPMENT

2:32: 34 PM

SUSAN K. BELL, COW SSI ONER, DEPARTMENT OF COMVERCE,
COVWUNI TY AND ECONOM C DEVEL OPIVENT, del i vered her
Power Poi nt present ati on: "House Fi nance Committee
Department Overview." She stated that nany changes were
made during her four years wth the departnent. She noted
that marketing and infrastructure devel opnent was thriving.

Comm ssi oner Bel | began wth slide 2, " Depart nent
Organi zation." She noted that the six corporate agencies
had a board or commssion that directed their work. She
stated that the six agencies within the departnent.

Comm ssioner Bell continued with slide 3, "Core Services;
FY 2015 Budget." She described the pie chart and detailed
t he agencies that added to the departnent's budget.

2:36:53 PM

Conmi ssi oner Bell discussed slide 4, "Economc Gowh."

Di vi sion of Econom ¢ Devel opnent
-Tourism marketing and new air connecti ons
contributed to third consecutive year of growth
(1.84 mllion visitors)
-Pronmoted new Icelandair flights to Alaska in the
UK, France, Sweden, Denmark, the Netherlands, and
Germany and brought Top Chef program to Al aska,
reaching 2.6 mllion viewers.
-Presented Opportunity Al aska sem nar at Toronto
m neral industry conference; exposure to 39,600
attendees with 325 foll ow up contacts
-Pronoted manufacturing sector and made in Al aska
products at U S. Manufacturing Summt by National
Retai |l Federation and Wl mart
-24 film production approved for tax credit based
on $40 mllion spend
-283 loans for $28.5 mllion to Al aska owned
busi nesses t hroughout the state
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-Extensive outreach to rural and coastal Al aska
regions to pronote utilization of |oan prograns

2:41:56 PM

Conmi ssi oner Bel | continued wth slide 5, "Econoni ¢
Gowh."

Al aska | ndustrial Devel opnment and Export Authority
-Net asset value over $1.1 billion (June 2013)
-$20.7 million dividend to the state in FY2014
-Created and retained nore than 297 construction
j obs and 893 permanent | obs
-Conpleted 10 loan participations totaling $11.5
mllion
-Conpleted the first phase of the Mistang oi
devel opnent project on the North Sl ope
-Conmpleted the $77 mllion expansion of the
Ket chi kan shi pyard

- Devel opi ng t he I nterior Ener gy Proj ect,
including an LNG liquefaction facility on the
North Sl ope

Conmi ssi oner Bell |ooked at slide 6, "Economc Gowh."

Al aska Seaf ood Marketing Institute

-Export value wup nearly 85 percent to $3.2
billion in ten years

-Mai ntai ned Al aska seafood brand as the second
nost commonly specified on U S. nenus

-Conducted trade mssions, nedia outreach, and

chef tours to Alaska from Brazil, Germany, Japan
and Chi na

- Conducted nati onal pronotions in nore than
11, 000 restaurants, partici pated in 17

f oodservice distributor pronotions, and attended
19 foodservice trade shows

- Expanded collaboration wth tourism marketing
program Alaska G own, and Nutritious Foods in
School s grants

Comm ssi oner Bel | highlighted slide 7, " Sust ai nabl e
Energy. "

Al aska Energy Authority
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- Renewabl e Energy Fund invested $227.5 million in
251 projects (Rounds I-VI; Round VII underway)
-Di sbursed $40.4 million in PCE grant paynments in

FY 2013
- Rur al power system upgrades (53 of 114
conpl et ed)

-New Energing Energy Technology Fund program
eval uated 70 proposals, 16 projects funded in FY
2013 (Round 11 sel ection underway)

- Anwarded seven village energy efficiency program
grants totaling $1.38 million

-Continued progress towards regulatory work for
Susi t na- WAt ana Hydro project, conducting 58 field
studies in 2013

2:49: 18 PM

Comm ssi oner Bel | highlighted slide 8, " Sust ai nabl e
Energy."

Al aska Gasline Devel opnent Corporation

-Advanced pipeline and facilities front end

engineering and design for class 111 cost
esti mates

- Conduct ed ext ensi ve field program for
geotechnical, wetlands, and «cultural resource
dat a

- Engaged USDOT’ s Pi peline and Hazardous Materials
and Safety Admnistration on needed specia
permts

- Sel ect ed open season managenent contractor

-l ncorporated new organizational structure into
busi ness and proj ect execution plans

Conmi ssi oner Bell discussed slide 9, "Strong Communities."
Communi ty and Regi onal Affairs

-RUBA assisted 198 comunities, trained 216
utility managers

-$1.8 billion distributed through 2,341 state and
federal grants

-Over $112 nmllion distributed for community
revenue sharing, PILT, NFR, fisheries business
tax, fisheries |anding tax
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-Bulk fuel loans totaling $7.4 mllion to 65
conmmuni ties

-Fuel Watch Initiative mde 586 calls to 309
comunities verifying adequat e fi nanci al
resources and actions for w nter fuel

-Preparing digital community profile maps for 19
communities in North Slope and Northwest Arctic
Bor oughs

-Conpl eted full value determnations for 36
muni ci pal governnents (18 boroughs and 18 cities
i n unorgani zed boroughs)

2:54:10 PM

Comm ssi oner Bel | hi ghl i ght ed slide 10, " Consurer
Protection.”

Banki ng and Securities

- Conduct ed exam nations of 40 depository and non-
depository institutions

-lssued new licenses to 2 premum finance
compani es, 1 payday | ender, 151 nor t gage
broker/| enders, and 60 noney services busi nesses
-lIssued license renewals to 14 payday |enders, 28

prem um finance conpanies, 1 snmall |oan conpany,
1 business industrial developnment corporation
( BI DCO)

-Collected over $12.9 mllion in fees and

assessnent s
Cor por ati ons, Business and Professional Licensing

- Renewed 35, 269 business |icenses (67,074 active)
and 28,697 professional |icenses (66,894 active),
a 3 percent increase fromFY 2012

- Newl y framed/ regi st ered cor porations tota
6,329, a 6 percent increase over FY 2012
-Corporate entities in good standing increased
from60 to 91 percent due to courtesy notices and
a new I T system

-Quarterly financial reports for professiona
licensing prograns now available on website for
I i censees, stakeholders, and the public

Conmi ssi oner Bel | | ooked at slide 11, " Consuner
Protection.”
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| nsur ance

-lssued or renewed 29,008 |icenses, 95 percent
subm tted el ectronically (45, 316 active
| i censees)

-Regi stered 16 purchasing groups; admitted 15 new
i nsurance conpanies, four surplus line insurers

and seven risk retention groups

-Opened 54 and closed 77 crimnal investigations;

i nvesti gat ed 238 consuner conpl ai nt s, t ook
actions resulting in $194,648 to consuners
-Collected $65.8 million in premum taxes,

penalties and fees in FY 2013

Conmi ssi oner Bel | di scussed slide 12, " Consuner
Protection."

Al cohol i ¢ Beverage Control Board

-Li censees achieved 89 percent conpliance wth
underage related | aws, continuing a steady
increase for the fourth year

-Twenty two package stores, an increase of seven,
are qualified to provide witten orders from
rural |ocal option comrunities

Regul at ory Conmi ssion of Al aska

-Revi sed tel ecommuni cation regulations to pronote
greater regional conpetition in response to
changes in intrastate | ong di stance narket
-Di scovery regulations designed to inprove the
process and provide increased efficiency in
contested cases
- Approved application from Hlcorp Al aska, LLC
for acquisition of natural gas assets in Cook
I nl et

Comm ssioner Bell |ooked at slide 13, "Challenges."

-Hi gh cost of energy inpacts residents, businesses and
econoni ¢ devel opnent efforts

- Gaps

in critical infrastructure including roads,

ports, communi cations, and processing facilities
-Uncertainty hanpering private investnment
- Federal regulatory and permtting delays and denials
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-Maintain awareness in national and internationa
mar ket s about Al aska products and services

- Geographic scale inpacts logistics and transportation
costs

2:59: 30 PM

JEANNE MUNGLE, ADM NI STRATI VE SERVI CES DI RECTOR, DEPARTMENT
OF COVMERCE, COVMUNI TY AND ECONOM C DEVEL OPMVENT,
hi ghlighted slide 14, "Budget by Fund Source." She stated
that the slide was a reflection of the budget decrease
bet ween FY 14 and FY 15. She | ooked at the UGF portion, and
remarked that the graph reflected a $7.2 mllion reversa

from UG, as a result of power cost equalization (PCE).
There was an increase in the DG line as a result of the
PCE, so it was basically an endowrent fund fundi ng change.
The other funds decreased as a result of unneeded
i nt eragency recei pt authority. The f eder al f unds
experienced a very small reduction as a result of ERA funds
and other federal funds that were no | onger avail able.

Ms. Mungle explained slide 15, "Budget by Line Item FY
2014 to FY 2015." She stated that the chart represented the
budget by line item She remarked that there was an
increase in personal services due to salary and health care
increases. The travel portion showed a decrease due to a
one-time increnent for the mlitary training credit fisca

note. The services decreased by $5,382 and conmodities al so
experienced a decrease. The capital outlay renni ned
stagnant, and the grants and benefits experienced a slight
I ncrease.

Ms. Mingle addressed slide 16, "Performance Measures,
Economc Gowth."

Target: Create, or retain, 500 permanent jobs annually
t hrough the Project Devel opnent and Conmerci al
Fi nance prograns

Ms. Mungl e | ooked at slide 17, "Performance Measures."

Target: 100 percent of nunicipal governnents provide
essential public services

Ms. Mingle discussed slide 18, "LFD: Share of Agency
Qperations (G- Only)."
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The departnment's G- budget grew by $72.1 mllion
between FY 06 and FY 15. The total percentage of GF
growh from FY 06 to FY 15 Governor's Request is 109
percent. The departnent's total FY 15 Governor's
Request GF budget equal s $417 per resident worker.

Ms. Mungl e | ooked at slide 19, "LFD: Fundi ng Sources."”

The percentage of general funds (UG and DGF) in the
departnment's budget was 57 percent in FY 06 and is 67
percent in FY 15 Governor's Request.

Comm ssioner Bell explained slide 21, "LFD: Ten-Year Plan
(Al'l Funds)." She stated that the slide showed what would
happen over the decade, if there was a continued 8.5
percent growth. The departnment had been very dynamic wth
the additions of new divisions and changes in PCE fund. She
remar ked that there had been spikes due to the addition of
| egi sl ative finances. She explained that the green dotted
line showed what would occur at a growh rate of 8.5
per cent .

Co-Chair Austerman remarked that he would like to see a
plan to increase econonm c developnment in Alaska. He felt
that the admnistration should nake econom c devel opnent a
priority; otherwise the legislature would form a comi ssion
to exam ne econom c developnent. He felt that there needed
to be a new economc base to carry the state forward.
Comm ssioner Bell responded that DCCED takes economc
devel opment very seriously. She |ooked specifically at the
diversifying of econom c devel opnent projects. She stated
that there were a nunber of responsibilities related to
econonm ¢ devel opnent and stressed that DEED woul d continue
to discuss that DCCED took economc developnent very
seriously.

Co-Chair Austerman felt that DCCED was doing its job, and
felt that there was a step that needed to be taken.

3:07:41 PM

Co-Chair Austerman |ooked at slide 4, and wondered where
there was a nmention of commercial fisheries. He |ooked at
page 29 and 30 of the "Alaska North to Opportunity" (copy
on file). He pointed out that there was a focus on tourism
He stated that fisheries was the nunber three industry in
Al aska, and felt that it needed to have an equal focus as

House Fi nance Committee 17 02/ 05/ 14 1:36 P. M



tourism Conmi ssioner Bell agreed that there should be a
focus on fisheries, and shared that there would many areas
i n which DCCED enhanced the fishing industry.

Co-Chair Austerman noted that ASM was a board that was
outside of DCCED s prevue. He remarked that the effort of
the DCCED was what he was concerned with, not just the
participation of DCCED on ASM. Conm ssioner Bell responded
that ASM had a focus on the economc value of Al aska
seaf ood and understanding that 64,000 were directly or
indirectly enployed in the seafood industry. She remarked
t hat DCCED considered the seafood industry Al aska's |argest
private sector enployer.

Co- Chair Austerman di sagreed and did not see that reflected
i n econom ¢ devel opnent.

3:16:40 PM

Co-Chair Stoltze echoed the concerns. He |ooked at the
Al coholic Beverage Control (ABC) Board. He wondered why the
ABC Board was not focused on growi ng and enhancing the food
and beverage industry. He stressed that there should be a
di scussion regarding stream ining and whether or not there
were licensing issues with individuals in the food and
beverage industry. He remarked that the effort to nove the
ABC Board from Departnent of Public Safety (DPS) to DCCED
was good policy, but bad politics.

3:23:32 PM

In response to a question from Co-Chair Stoltze,
Conmi ssioner Bell stated that DCCED was accessible for any
i nsurance questions. She stated that the Tourism Marketing
Program was in its third year, and had $18.7 mllion wth
the conbination of general funds with receipt authority.
She stated that the financial and staff resources were
reflective in the activities. She wunderstood the ABC
Board's focus on comerce and business, and pointed out
that there should also be a public safety aspect of the ABC
Boar d.

Co-Chair Stoltze announced that the legislature also

intended the ABC Board to mmintain a public safety focus.
Comm ssi oner Bell agreed.
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Co-Chair Stoltze clarified some nunbers. Comm ssioner Bel
stated that the insurance budget request for FY 15 was $7.6
mllion, so the balance went into the general fund.

Representative Cuttenberg expressed concern about broadband
access across the state, and asked for efforts of DCCED
regardi ng accessibility. Conm ssioner Bell replied that the
Broadband Task Force was working to address the issue. She
agreed to provide further information. She remarked that
there was continued progress for broadband access.

3:30: 59 PM

Representative Costello remarked that innovation was the
key to growi ng the econony. She wondered if it was tinme to
rethink the issue of jobs versus bringing new industries to
the state. Conm ssioner Bell responded that public-private
partnerships were essential to growing the econony of the
state. She stated that DCCED attended various conferences,
included the International Econom c Developnment Council.
She stressed that DCCED was using its resources and trying
to stay in line with the best practices, share information
during the interim and converse with the private sector.

Co- Chair Austerman handed the gavel to Co-Chair Stoltze.

Vice-Chair Neuman wondered if the ABC Board had nmade a
determ nation regarding the conflict of owning a brewery
license and a restaurant |icense. Conmmissioner Bell replied
that the ABC Board was working to keep the business
operational, and agreed to provide nore information.

3:37:34 PM

Vice-Chair Neuman stressed that sport fishing was very
important, and pointed out that there was a recent crisis
related to the sport fishing industry. He felt that DCCED
had not helped to mtigate that problem He stressed that
there should be a focus on sport fishing marketing through
tourismor ASM. Conmm ssioner Bell replied that the tourism
mar keting program highlighted sport fishing across the
state.

HB 266 was HEARD and HELD in commttee for further
consi derati on.
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HB 267 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ QURNVENT
3:42: 04 PM

The neeting was adjourned at 3:42 p.m
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