HOUSE FI NANCE COW TTEE
April 4, 2016
1:32 p.m

1: 32: 29 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 1:32 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Guttenberg
Representative Scott Kawasaki
Representati ve Cat hy Minoz
Representative Lance Pruitt
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Laraine Derr, Alaska Mental Health Trust Authority; Steve
Handy, Staff, Representative Louise Stutes; Fred Parady,

Deputy Conmi ssioner, Departnent of Comrerce, Conmunity, and
Econom ¢ Devel opnent; Kris Curtis, Legislative Auditor,

Alaska Division of Legislative Audit; Mark R chards,

Executive Di rector, Resi dent Hunt er s of Al aska;

Representative Ws Keller, Sponsor; Mrgaret MacKinnon,

Director, Assessnment and Accountability, Departnent of

Education and Early Devel opnent; Betty Wlters, Interim
Deputy Comm ssioner, Departnment of Education and Early
Devel opnent; Brodie Anderson, Staff, Representative Steve
Ander son; Representative Neil Foster, Sponsor, District 39;

Paul Labol | e, Staff, Representati ve Nei | Foster;

Representati ve Lora Rei nbol d;
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PRESENT VI A TELECONFERENCE

Sam Rohrer, Pr esi dent, Al aska Pr of essi onal Hunt er s
Associ ati on, Kodiak; Paul Chervenak, Self, Kodiak; Dick
Rohrer, Self, Kodiak; Kelly Vrem Chairman, Big Gane
Commerci al Services Board, Sutton; Virgil Urphenour, Self,
Fai r banks; Bill Giffith, Departnment of  Environnent al
Conservati on;

SUMVARY
HB 156 SCHOOL ACCOUNTABI LI TY MEASURES; FED. LAW
HB 156 was REPORTED out of committee with a "do

pass" recoomendation and wth a previously
publish indetermnate fiscal note: FN1 (EED).

HB 209 WATER AND SEVER ADVI SORY COW TTEE
CSHB 209 was REPORTED out of commttee with a "do
pass” recoomendation and wth a previously
publ i shed zero fiscal note: FN1 (CRA).

HB 254 EXTEND Bl G GAME COMVERCI AL SERVI CES BQOARD
HB 254 was REPORTED out of conmittee with a "do
pass” recomendation and with a new fiscal inpact
note by the Departnent of Comrerce, Community and
Econom ¢ Devel oprent.

CONFI RVATI ON HEARI NG ALASKA MENTAL HEALTH TRUST AUTHORI TY:
LARRI NE DERR

Co- Chair Thonpson revi ewed the agenda for the day.

1: 33: 33 PM

ACONFI RVATI ON HEARI NG ALASKA VENTAL HEALTH TRUST
AUTHORI TY: LARAI NE DERR

LARAI NE DERR, ALASKA MENTAL HEALTH TRUST AUTHORITY, was a
Juneau resident and had been on the board since 2005. She
had been appointed following a termthat had begun 5 nonths
prior to her being nomnated to the board. She served for
just under 2 full terms. She explained that when she cane
up for reappointnent the attorney general's office had
issued a finding that she could serve for another term By
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law a person was entitled to serve 2 full terns. She was
recommended for reappointnment in the previous year. She had
served in the capacity of the board' s Finance Chair for the
majority of her tenure. She advocated the inportance of the
Al aska Mental Health Trust to its beneficiaries. The Trust
had worked cooperatively with the legislature over the
years in serving the state's beneficiaries. It was a very
rewardi ng job and sonetinmes very heart rending. She enjoyed
her time in the position and would be honored to serve an
additional term

Ms. Derr provided further details about her background. She
had served in various parts of governnment including working
for the Departnment of Education and Early Devel opnent
(DEED) doing a statew de school finance study. She also
worked for the Juneau School District. She was the
Comm ssi oner of Revenue under Governor Hickel, then worked
for the University of Alaska as the head of the School of
Business and Public Mnagenent. She went from the
university to the Hospital and Nursing Hone Association
runni ng the Boards and Comm ssions O fice for 7 years under

Governor Murkowski. She had personal experience dealing
with mental illness: she had two step sons who comitted
sui cide. She also had a step grandson who was on nedi cation
for nmental illness. She had experience in several of the

different beneficiary groups that the Trust served. She
made hersel f avail able for questions.

Co- Chair Thonpson relayed that Representative Gattis and
Representative Pruitt had joined the neeting. Al nenbers
were in attendance.

Vi ce-Chair Saddl er asked where she saw the Al aska Mental
Health Trust's mssion diverge from the mssion of the
Department of Health and Social Services or the State of
Al aska.

Ms. Derr responded that one of the criticisns the Trust
frequently received fromthe legislature was that in trying
new ways of serving its beneficiaries it would turn
successful prograns over to the legislature for funding in
the regul ar budget for DHSS. She thought the Trust could be
nore flexible and provide additional funds as new prograns
becanme avail able. She suggested that the trust should be
nore ni bble and able to serve new prograns.
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Vi ce-Chair Saddl er nment i oned t he Medi cai d reform
| egislation, SB 74. He asked for her thoughts on where the
trust would make the nobst contribution to the Mdicaid
ref orm process.

Ms. Derr responded that there had been a |ot of discussion
about the funding of the Medicaid reform bill. It was a
significant anmount of noney. She nentioned that the Trust
had revi ewed budgets from previous years and directed staff
to look at different possibilities. In looking at budgets
going forward and |ooking at revenues from the Trust's
land's division, the Trust concluded it could support the
Medicaid reform for 3 years. Therefore, The Trust had
dedicated funds for at l|east 3 years to assist the
depart ment.

1: 38: 59 PM

Vi ce-Chair Saddl er reported havi ng been a Deputy
Comm ssioner for Boards and Comm ssions. He asked for her
t hought s about serving in a board position for as long as
she had. He asked if she could remain a voice with new
i deas and innovative directions for the board after serving
for a decade.

Ms. Derr relayed her struggle trying to make a decision, as
Governor Wal ker had replaced her when he took office in the
previ ous year. She was replaced with a new nenber. She had
been involved for so long that there were different
progranms and policies that had been put into place she was
able to observe their success. The person who had repl aced
her the preceding year was not confirmed by the
| egislature. As a result, she bounced back onto the board.
She reported being really pleased to be back on the Board
and was happy to be able to provide sone history to new
board nenbers. She added that if she did not have many new
i deas she would at |east be able to see the conpletion of
t he ones that had been instituted.

1:41:13 PM

Representative Minoz thanked Ms. Derr for her service and
el aborated that she had served the comrunity of Juneau in
many ways and received sonme of the highest recognitions
that Juneau had to offer including the "Wnen of
Distinction Awmard,"” as well as an honorary doctorate. She
was pleased to support her reappointnent to the board. She
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asked about the land in the sub port area. She wanted an
updat e of what the board intended to do with the property.

Ms. Derr responded that the sub port used to be across from
the Prospector Hotel on the waterfront. The Trust owned the
property and had had many opportunities to give it away.
She relayed having to rem nd folks that the property was an
asset and used to support the Trust's program The property
was currently on the market for purchase. The Departnent of
Nat ural Resources' Lands office handled all offers.

Representative Gara thanked M. Derr for her inportant
work. He believed that if she remined passionate about
doing the job then he encouraged her to do so and he
supported her. Ms. Derr thanked Representative Gara.

Representative GQGuttenberg pointed out that Boards and
Comm ssions had forwarded her application to the Permanent
Fund Board, which was currently in front of nenbers.

Ms. Derr remarked that her application was from a while
ago. She had served on the Permanent Fund Board when she
was previously the commssioner of the Departnment of
Revenue.

Co- Chair Thonpson OPENED public testinony.
Co- Chair Thonpson CLOSED public testinony.

Co- Chair Thonpson suggested advancing Ms. Derr's nane to a
joint floor session for consideration. No nenbers objected.

1:44:49 PM
AT EASE

1:46: 44 PM
RECONVENED

1:46: 51 PM

Co- Chair Thonpson invited Representative Stutes' staff to
t he table.

#hb254
HOUSE BI LL NO. 254

House Fi nance Conmmittee 5 04/ 04/ 16 1:32 P. M



"An Act extending the term nation date of the Big Gane
Commercial Services Board; and providing for an
effective date."

1:46: 51 PM

STEVE HANDY, STAFF, REPRESENTATIVE LOU SE STUTES, read from
a prepared statenent:

VWhat the bill does:

e House Bill 254, An Act extending the term nation
date of the Big Gane Commercial Services Board and
providing for an effective date, extends sunset date
of the Big Gane Commercial Service Board's
(B&CSB) three years from June 30, 2016, to June 30,
2019.

VWho the BGCSB i s:

e The BGCSB is staffed by t he Di vi si on of
Cor porations, Business and Professional Licensing
and consi sts of;

* two |licensed Registered GuidedQutfitters,
e two |licensed Transporters

* two private | andhol ders

e two public nenbers

* one nenber fromthe Board of Gane.

What t he BGCSB does:

e« The BGCSB provides a legislative conmand to
assist in resource conservation and consuner
protection. The Board devel ops professional and
et hi cal standards, adm nisters exans, nakes fi nal
licensing decisions and takes ©civil action
agai nst persons who viol ate regul ati ons.

* Board nenbers are appointed by the Governor and
confirmed by the Legislature.

Why shoul d the BGCSB be extended?

The Board’ s regulated professions include Assistant
Qui des, G assUA Assi st ant Qui des, Mast er
GQuidedCQutfitters, Registered GuideOQutfitters, Retired
GQui delQutfitters, and Transporters.
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According to the report titled “Economc Inpacts of
GQuided Hunting in Al aska” prepared for the Al aska

Prof essional Hunters Association by MDowell Goup, a
research and consulting firm

e Qiided hunting in Alaska accounted for a total of
2,210 jobs and $35 million in total |abor incomne
in 2012, including all direct, indirect and
i nduced i npacts.

e @ided hunting generated a total of $78 mllion
in economc activity in Alaska in 2012.

e @ided hunters purchased nearly $2 mllion in
hunting |icense and gane tags.

Due to oversight by the legislature, the Board was
allowed to sunset before and this caused catastrophic
effects. It was the sunset that contributed the
financial difficulties reflected in the Legislative
Audit before you. However, in Decenber, 2015, the
board was reinstated by the |egislature.

The Big Ganme Commercial Services Board is essential to
the safety of hunters, guides and transporters com ng
to Alaska to harvest our natural resources and to the
managenent of the resource itself.

Pl ease consi der and pass HB 254 to secure the BGCSB

W have present Fred Parady, Deputy Conm ssioner of
Departnment of Commerce, Conmunity, and Econom c

Devel opnent and Sam Roher, president of Al aska
Prof essional Hunter Association, and Eddie G asser
with the Alaska chapter of the Safari Cl ub
I nternational to answer specific questions.

1: 50: 10 PM

Representative WIson asked for nore details about when the
Board sunsetted and the potential fiscal inpact. M. Handy
deferred to M. Parady.

Co- Chair Thonpson encouraged commttee nenbers to continue
with questions and he would invite M. Parady to the table
shortly.

Representati ve Kawasaki asked when it sunsetted. M. Handy
responded that it sunsetted in 2005.
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Representative Minoz remarked that there was |egislation
nmovi ng through the process that would increase hunting and
licensing fees. She asked whether that |egislation would
bring in revenue sufficient to cover the deficit. If not,
was the issue addressed wth the bill sponsor. M. Handy
again differed to DCCED

Co- Chair Neuman had received coments from Resident Hunters
of Alaska and other groups that opposed the extension
primarily because of charging transporters costs that m ght
have been incurred by big gane comrercial services. The
legislation also applied to people who carried non-
transporters. He read from a statenent prepared by Resident
Hunters of Al aska:

".not all air carriers who transport hunters to and

fromthe field choose to be a “transporter,” in fact
many of the mgjor air-taxis who fly hunters are not
“transporters” — are requesting the new fees for

mandat ed transporter hunt activity reports..!

Co-Chair Neuman renmarked that they would be charged new
fees that mandated transporter hunter activity reports. He
suggested that other Alaska Airlines, Frontier, and Reeves
transported hunters. He wondered if they would be required
to pay the fees. He asked for details regarding the
di screpancies. M. Handy deferred to the experts at DCCED.

Co-Chair Neuman was not certain if he received the right
answer. M. Handy conveyed that he did not have the answer
and referred to the experts.

Co- Chair Neuman asked who woul d al so be addressing the bill
before the comm ttee.

Co- Chair Thonpson would bring up others in the room and
online. He reviewed the list of available testifiers.

Co-Chair Neuman had just been asked by one of his
constituents about the issue. He asked how many registered
guides were in the State of Al aska and how nany gui des and
transporters were nenbers of the Alaska Professiona
Hunters Associ ation. M. Handy thought it was over 1000. He
had ot her individuals that could provide specific nunbers.

Co-Chair Thonmpson invited M. Parady to cone forward.
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1: 54: 02 PM

FRED PARADY, DEPUTY COWM SSI ONER, DEPARTMENT OF COMVERCE
COVMUNI TY, AND ECONOM C DEVELOPMENT, spoke in support of HB
254 to extend the sunset date for the BGCSB. He expressed
the departnent's appreciation for the valuable insight
provided to the departnent by the Legislative auditor and
her staff for process inprovenents. In |ooking at the 2015
audit by the Division of Legislative Audit there were
strong words of support provided to the board. Anobngst the
findings were that the board had provided reasonable
assurances that |I|icensees were qualifies and that the
board's regulation and licensing benefitted public safety
and safeguarded Alaska's wildlife. In light of the deficit,
the departnent recommended a 3-year extension to 2019. The
division's audit had 4 recomrendations. The first was that
the departnment inproved its public notice process. The
Department of Conmerce, Community and Econom ¢ Devel opnent
had conpleted the process by rewiting its policies,
inmproving its checklists, and shifted responsibility for
notifications to one person to ensure accountability. The
second reconmendation concerned investigations. There were
currently approximately 70 cases before the board in the
context of investigations. He nentioned that Angela Birt,
Section Chief, was in charge of the investigative unit for
all professions had insured that the gap in inactivity in
an investigation was |less than 60 days. It was part of her
performance evaluation for each of her investigators. The
departnment had created a system to sustain electronic
contact when guides were in the field and created standard
operating procedures. The departnment created a tickler file
to send out remnders if there was inactivity for 30 days.
Oten the sources of inactivity were awaiting action by
sonme other agency so that the investigation was nonmentarily
on hold. The departnent had also created a sanction matrix
t hat gui ded the inplenentation of investigations.

M. Parady continued with the third recommendation by the
Division of Legislative Audit which was to increase fees

The fees were increased for the 2015 2-year renewal cycle
and were increased again for the 2017 cycle, part of what
was drawing the question from the transporters. He was
happy to report that whereas the deficit of the board was
$1.1 mllion on June 30, 2015, it decreased by $896
t housand as of Decenber 31, 2015. It was a decrease of $225
thousand in the current licensing cycle. He anticipated
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that the debt would be reduced by $535 thousand and woul d
be elimnated in the subsequent 2-year cycle. The board was
operating in the black at present and was working towards
erasing its deficit. The fourth recomendation had to do
with a transportation licensing update, the work of which
had been acconpli shed.

M. Parady enphasized the need for the board in order to
direct the associated profession. Because of their unique

i nsi ghts into their activities the board provided
assistance to the public, the state, the DCCED, and to the
Division of Cor por at i ons, Business and  Professional

Li censing (DCBPL). In stepping back to the 30 thousand foot
view, guides in this sort of activity as part of the
tourismindustry were a bright spot in the state's econony.
He concluded his comments by noting that I|icensing would
not go away even if the board did. The issues that cane
before the board were conplex and the departnent
appr eci at ed t he board' s expertise in gui di ng t he
prof ession. He was ready for questions.

1: 58: 23 PM

Representative WIson wanted to understand how the board
sunsetting caused the current deficit. M. Parady did not
know all the details due to when he started as deputy
conmi ssi oner . H's general understanding was that the
departnment did not have the board s expertise and insight
guiding how to proceed with investigations in terms of
knowi ng what was worthy of investigation and how to spend
i nvestigative resources. A second problem was noted in the
audit that the deficit situation was nade worse by about
$236 thousand (Page 11 of the audit report) because the
indirect cost allocation nethodology that was corrected
following a special audit in 2011.

Representati ve W | son asked for t he fee i ncrease
information. M. Parady would provide a copy of the
i ncreases which occurred in 2015 and 2017 on a bi-annua

cycle. He added that in 2017 the average increase was 31
percent. There was also a new records fee and a new
transporter fee of $50 - a fee to help draw nonies
associated with specific activities and to spread the | oad
to erase the deficit.

Representative WIson was concerned with the bill and was
aware of guides that had been investigated. She was trying
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to understand whether the deficit resulted from sonething
that had happened and the indirect costs or whether the
DCCED had conducted investigations that should not have
occurred. She provided an exanple. A fellow was charged and
went to court. He was found not guilty and the departnent
pai d over $80 thousand trying to prosecute him It was her
under standing that the cost of $80 thousand was then passed
on to other guides in the form of increased fees. She
t hought only those found gquilty should have to pay the
fees. She asked whether there was a provision that
protected guides that did the right thing.

M. Parady responded that her question was gernmane. It was
a conflict that confronted the departnent in all of the
DCBPL statues where the departnent was directed by the
| egislature to balance each profession wthin its fee
structure when there was already a regulatory function in
place for the general benefit of citizens of Al aska and
per haps should conme from the general fund. He suggested
that she would run into her questions that she had broached
across any range of state activities where investigation
t ook place. Some investigations did not result in a guilty
conviction and therefore she was suggesting that they
should not return to the board. However, the decision to
conduct the investigation, the rules that governed the
profession, and the need for the investigation rested
within the profession. Unless there was a place to divert
the costs they would be carried by the profession.

2:02: 33 PM

Co- Chair Thonpson comented that the bill was only to
extend the board rather than to address fees.

Representative W/l son contended that if the departnment was
perform ng undue investigations and putting the cost onto
the board it was sonething that needed to be changed. For
i nst ance, in the audit report on Page 14, under
"“contractual" the state went from $94 thousand in FY 12 to
$172 thousand, to $188 thousand. She assunmed "contractual"
had to do with investigator services. She wondered if she
was correct.

Co- Chair Thonpson relayed that Ms. Curtis from the Division

of Legislative Audit would be testifying followng M.
Parady' s testinony.
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M. Parady was unsure of the contractual Iline item
Representative WIlson was referring to. He thought that the
Department of Law s services were covered through an
i nt eragency receipt.

Representative WIson was concerned that additional costs
were being passed to guides through the board. She felt it
was relevant and expressed m sgivings about increasing fees
such that it would discourage guides from participating in
the industry.

Representati ve Kawasaki referred to Exhibit 2 on page 14 of
the BGCSB Audit produced by the Division of Legislative
Audit (copy on file). He pointed to the personal services
i ne between $250 thousand to $300 thousand the past couple
of years. He also pointed to Exhibit 3 on page 18 where it
showed the total nunber of |icenses issued. The exhibit
showed 111 total licenses issued in FY 12, 141 in FY 13,
157 in FY 14, and 119 in the following year. He was
uncertain of the costs, tinme, and effort to process the
renewal s. He nentioned talking earlier in the day about the
Board of Barbers and Hairdressers reporting that 1000
mani curi sts needed l|icenses. He thought it seened l|ike for
that board it would take a significant amount of tine to
process renewals. He wondered how nuch tinme it would take
for BGCSB to process its renewal s.

M. Parady responded that the activities in each of the
licensee groups that were mnmandated in statute varied
broadly. In dealing wth Mnicurist's |licensures, for
exanple, there were substantial health issues. He expl ai ned
that for big gane outfitters several tinmes a year the
departnment adm ni stered extensive tests for guides to be in
the field. The cost of admnistering those tests would not
necessarily exist for another profession. There were 43
professions that were licensed; 21 that had boards and 22
that did not. Licensing varied wdely depending on the
pr of essi on.

Representative Quttenberg was concerned with administrative
and legal costs associated with |egal actions. He wondered
if the departnment would be responsible for initiating
charges if there was not a board. M. Parady responded in
the affirmati ve. He supposed that costs would be borne by a
particul ar profession if the "bad actors” in that
prof ession were unlicensed and generated an investigation

ON a lighter note, he reported that in the two years of his
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tenure he had a case where a chiropractor treated a horse.
There was a question about whether it was a violation of
chiropractic or veterinary practice. It turned out to be a
violation of veterinary practice.

Representative Cuttenberg thought M. Parady had answered
hi s questi on about whether charges went back to the |icense
hol der, independent of whether the board exi sted.

Vi ce-Chair Saddler asked, in the years which there was a
deficit in the expenses of the board for investigations, if
they were made up from the general fund. If not, he asked
himto identify the funding source. M. Parady believed it
remained within the DCBPL, a receipt-supported agency. He
woul d confirmhis answer |ater.

Vi ce-Chair Saddler was unclear about M. Parady's answer.
He suspected that investigators received paynent for their
services. He asked if it came out of the DCBPL's budget in
which the |egislature appropriated from the general fund.
M. Parady responded that he needed to confirm his
response. He explained that DCBPL operated wthin its
budget, operating in the black. The agency was receipt-
support ed and did not recei ved a gener al fund
appropriation.

Vice-Chair Saddler asked if the deficit was a result of
ongoi ng recei pt deficits from those individuals paying fees
or if it was historical deficits fromthe past. M. Parady
indicated that the board was currently operating in the
bl ack. The deficit was generated from the past. He
clarified that he was referring to the rolled up DCBPL,
recei pt-supported i n aggregate.

Representative Gara nentioned that when he worked for the
Ofice of the Attorney General there were a couple of
attorneys he worked with. One of them handled crimnal
cases going after people that had conmitted game violations
and one who handled civil cases going after penalties from
people (some of them guides) who engaged in gane
violations. He asked if M. Parady's departnment received
bills from the attorney general's office when it handled
such cases. M. Parady would have to get back to
Representative Gara with an answer.

Representative Gara suggested fines would be collected as
well. He wondered if the fines came through M. Parady's
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office. M. Parady stated that fines typically went into
the general fund rather than their source. He would have to
do sone research and get back to Representative Gara.

Representative Munoz asked about the criteria for beginning
an investigation. M. Parady could provide a guide handout
on the investigation matrix.

Co- Chair Thonpson asked that a copy be given to his staff
to be dispersed.

2:11:54 PM

Co-Chair Neuman agreed that the state needed the BGCSB to
oversee gqguides and transporters. H's concerns had to do
with sone of the recommendations that were provided by the
Division of Legislative Audit. He referred to Page 33 of
the audit for the BGCSB which was the response from DCCED.
He pointed to Recommendation 3 which tal ked about how the
program had a known deficit in 2011 and after a |egislative
inquiry into the division's proposed necessary fee
increases for the program the decision was nade not to
pursue a fee increase at the tine. He summarized that the
board had been encouraged to increase its fees which the
board had refused to do. It appeared that the board was
| ooki ng at a nodest increase. He asked what fees would have
to be increased in order to reduce the deficit. He also
wonder ed why the board had not taken any action at present.

M. Parady thought that it was a historical description of
the board's unwllingness to act in 2011. The board had
enacted two full rounds of fee increases in 2013 and in
2015. He had a 1-page summary which he would share wth
staff. The increases were typically 31 percent. Sone of
them were 14 percent. The board was trying to keep the
costs lower on the newer nenbers comng into the
prof essi on. The nost recent round of increases was 14 to 31
per cent .

2:14:34 PM

Co-Chair Neuman had no idea about what the percentage was
applied to. M. Parady provided two exanples. A new naster

guide license for a resident was $650 and for a non-
resident it was $1350. After the fee increase the cost of a
resident l|license would be $850 and for a non-resident it

was $1700 - both nunbers reflected a 31 percent increase.
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Co-Chair Neunman asked if the air transport industry would
be charged additional fees. M. Parady would provide a

witten answer to his question. In general, he understood
the transporter fee was $50 for transporting a big gane
animal . It was unclear to himas to whom m ght transport an

animal that was not a registered transporter versus who had
to be registered.

Co- Chair Thonpson invited Ms. Curtis to the table.

KRIS CURTIS, LEG SLATIVE AUDITOR, ALASKA DI VISION OF
LEG SLATIVE AUDIT, relayed that there was information in
the audit report that would answer many of the questions
t hat were asked earlier. She would first addr ess
Representative WIson's questions concerning fees. She
relayed that in the appendix of the audit there was
historical information by license including the proposed
fee at the time of the audit in the previous sunmer. There
was a question regarding personal services and contractua

information in Exhibit 2. There was a question about what

was "contractual." She confirnmed that Departnment of Law was
i ncluded. The board could also hire experts for certain
cases and could be found on the contractual line and it

varied by investigation. She had heard sone questions about
what drove the investigative costs. She responded that her
audit found that there was a high case load for the
particul ar occupation. Wwen Legislative Audit tested the
timeliness of the investigations they found 17 out of 25
cases that were reviewed had periods of inactivity ranging
from 5 nonths to 5 years. There were several cases that
were not being addressed in a tinely manner. There were
sonme changes made including adding a dedicated investor to
the board to hel p address sone of the backl og.

Ms. Curtis continued with her response. She addressed the
guestions about the nunber of |icensees. Representative
Kawasaki drew attention to Exhibit 3 on page 18 of the
audit. She noted that in conmparing the current audit to the
one conpleted in 2011 overall there was a 13 percent
decrease in the nunber of licenses (found in the footnote).
Various types of licensees decreased to different rates and
could be found in the exhibit.

MVB. Curtis next addr essed t he nmost controversi al

recommendation of the audit having to do with the $1
mllion deficit. She had heard allegations that it was the
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sunset itself that caused the deficit. She did not know
where the information was conming from It was not sonething
the audit concluded. She explained that when the occupation
sunsetted, the occupation was still regulated by the
departnment and would still incur costs that would have
becone part of the new deficit at the time the board was
created. Wen her division did the audit in 2011 it
identified the deficit at that time of $376 thousand. |If
the state did not reduce expenditures and increase revenues
the deficit would increase. After that point the division
changed its cost allocation nmethodol ogy which increased the
deficit by over $200 thousand. They tried to increase fees
in 2012. There was a great amount of push back from the
i ndustry. Their proposed increases were over 60 percent.
The occupation objected and ultinately the fees were not
increased in FY 12. There were fewer l|icenses bringing in
revenue to share the costs. She concluded that she had just
listed the major contributors. Fees were increased in FY 14
but at that point the increase in revenues were not
covering the costs.

2:20: 43 PM

Representative WIson was concerned about paynents being
received without a board in place. M. Curtis responded
that that the cost of investigating would be borne by the
occupation regardless of whether they had a board. The
process would be different, but the costs would be the
sane.

Representative WIson supposed a problem was brought to the
board and the board decided whether to go forward with a
conplaint. She wondered, wthout a board, if the problem
woul d be brought to soneone else in the adm nistration who
woul d determ ne whether the conplaint noved forward. M.

Curtis explained how it worked. A conplaint was brought
forward to be investigated. The board was not involved with
the investigation at all. Menbers had to keep an arnmns-
length distance to be able to eventually rule on it. The
conplaint would be investigated and an attenpt would be
made to work out a consent agreenent with the claimant. |If
an agreenment was not successful there would nost likely be
a review of the evidence by an assistant attorney genera

and a determ nation would be nmade about whether there was
enough evidence. The conmm ssioner would subsequently file a
conplaint with the board. They would nove forward to try to
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take the license away. She was wuncertain whether the
progress woul d happen w t hout the board.

Representative Wl son asked if |egislation was necessary to
enforce using the fees paid to the state to help offset the
state's deficit. MVs. Curtis responded that it was
definitely outside of the board purview. She was uncertain
about the violation of dedicated revenues.

Representative WIson expressed her opinion that increasing
the fees like the state had been would definitely have an
i npact. They were private business folk not making a profit
and would likely stop their service. She thought it was
inportant to know whet her the problem was being nade better
or worse

Co-Chair Neuman asked what caused the $1 mllion deficit.
Ms. Curtis responded that it was due to an untinely

increasing of fees. |If +the fees had been increased
appropriately at the first sign of a deficit, it could have
been addressed nore tinely. In addition, the division

changed its cost allocation nmethodology after it was found
to be inappropriate in 2011. She relayed that over $200
t housand of the deficit was because of the indirect cost
allocations. Minly, though, it was due to untinely
i ncreasi ng fees.

2:25: 15 PM

Co- Chair Neuman thought he was hearing that $200 thousand
of the $1 mllion deficit was because the departnent
changed the fee schedule as opposed to the board self-
regul ating and increasing its owmn fees. Ms. Curtis referred
to Exhibit 2 that showed that the departnent allocated
indirect costs to boards such as electricity. There was a
met hodol ogy of allocating the costs to the boards. In 2011,
when Legislative Audit |ooked they found that it was not
appropriate because certain divisions were not getting
their appropriate allocation and the nethodology was
changed. They started allocating based on |icensees by
board, an equitable way of allocating it. They had to do
sone w despread adjustnments which resulted in the BGCSB
havi ng an increase of over $200 thousand in its deficit.

Co-Chair Neuman confirnmed that it was due to changes from
the departnent. Ms. Curtis responded affirmatively.
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2:26:42 PM

Co- Chair Thonpson OPENED public testinony.

2:26: 57 PM

MARK RI CHARDS EXECUTI VE DI RECTOR, RESI DENT HUNTERS OF
ALASKA, opposed the |egislation. He noted a letter
previously submtted on April 1, 2016. There were severa
reasons the group opposed extending the BGCSB the nain one
being that the board had been involving itself in issues
that affected resident Al aska hunters outside its purview
Speaki ng about financial matters associated with the board
he wanted to address the board's ongoing debt and why the
group did not believe the board would be able to fund
itself in the black nmoving forward. He pointed out that
whet her there was a BGCSB the guide industry would continue

being regulated. Guide l|icensing and exam nations would
still take place, conplaints would still come in, and
investigations would still occur. Not all occupational

licensees had their own board but were regulated and
overseen by the State of Alaska. If the board sunsetted the
continual nodification and changes to guide regulations
woul d stop. The associated costs with such changes and the
cont i nual | essoning of guide ethics regulations that
al l oned big gane guides to do things |like spotting aninals
fromthe air with the intention of harvesting those aninals
woul d also stop. He pointed out that the new 3000 percent
increase in fees to transporters was in large part how the
board intended to pay off its debt by the end of FY 17. The
new fees to transporters were not enshrined permanently. In
the letter by his group and another l|etter from Seahawk Air
owner, Roland Ruoss reported that shortly the board would
be voting on reducing or elimnating fees to transporters.
There was also the possibility that a forthcom ng |egal
opinion could render the entire transporter category as it
related to aircraft untenable and unworkable. The board
would lose the fees to aircraft transporters permanently.
He felt that the board needed to fund itself from the
licensees as originally supposed to oversee as the guide
board and as the legislature originally intended.

M. Richards noted that the recent fiscal note that was
given to the commttee only showed the cost of neetings and
did not reflect the other costs associated with the board
such as admnistrative costs associated with changes to
regul ations or investigatory costs; the main source of the
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board's continued debt. He nentioned the MDowell report
from the Al aska Professional Hunters Association that spoke
to the incone the guide industry generated across Al aska.
He thought it was being used to bolster the need for the
board to continue. He opined that the guide industry
gener ated enough revenue that it should be able to fund its
own board on the licensing fees of its licensees. He also
relayed that the same report for the guide industry was
also nmeaningless in ternms of whether the guide industry
needed the board to continue to function. He reiterated
that the guide industry would not cease to exist if the
board sunsetted. The question was whether the board could
function in a manner that was beneficial to the state and
the guide industry while being funded by its main |licensees
it oversaw. His group did not believe it could. He added
that he had attended the BGCSB neetings for nmany years and
heard guides conplain about other guides abusing the
system He inquired about why the bad actors had not been
dealt with. Conplaints were filed with the Al aska State
Troopers and with the board to no avail. He clainmed that
hi gh investigatory costs were responsible for slow ng down
investigations and causing the board to sign consent
agreenents rather than bringing violators to the full brunt
of the law. The consent agreenents often allowed a guide to
continue to operate. He surmsed that the board could not
function the way it was intended to function. H's group
woul d have no issue with the board if it would stay out of
trying to affect resident hunters. He thanked commttee
menbers for their tinme.

2:32: 56 PM

SAM ROHRER, PESI DENT, ALASKA PROFESSI ONAL HUNTERS
ASSCClI ATI ON, KODI AK (via teleconference), spoke in support
of HB 254 to extend the BGCSB. He reported that currently
there were approximately 304 active contracting guides in
Al aska. He relayed that of the 304 active guides
approximately half of them were nenbers of the Al aska
Prof essional Hunters Association. He signified that the
board was critical to the long-term viability of the
guiding industry. The board provided the only interaction
between the division and the guiding industry. He supposed
that without the board the industry had no neani ngful input
on the developnent of regulations that directly inpacted
the guiding industry. There were two specific issues he
wanted to address. The first was the board' s debt. He
explained that it was inportant to note that sone of the

House Fi nance Conmmittee 19 04/ 04/ 16 1:32 P. M



debt began to accunulate during the period of time when the
board previously sunsetted. The current board inherited the
debt which continued to increase due to investigations that
the board had little or no input in. The situation had
changed and the debt was well on its way to being retired.
However, the debt would not go away even if the board
di sbanded. He clained that wthout the board s oversight
the debt would continue to grow and would continue to get
charged back to the guide industry in the form of increased
I icensing fees.

M. Rohrer continued by addressing a second issue. He
pointed out that it was in the public's interest to have a
wel | -regul ated guide industry. An inportant aspect was the
licensing of new registered guides. Under the current
board, prospective guides went through rigorous testing
including a witten test and nultiple oral tests taken in
front of proctors nmade up of board nenbers and currently
Iicensed guides. During the period the board was sunsetted
the registered guide test consisted of a nultiple choice
test and eventually wth the test the answers becane
available online for a fee. He reiterated that wthout a
board he did not believe it was possible to maintain the
sanme level of testing and assuned the testing would return
to the nultiple choice test. He urged nmenbers to support HB
254.

2:35: 56 PM

PAUL CHERVENAK, SELF, KODI AK (via teleconference), spoke in
favor of HB 254. He relayed that he was a 36 year resident
and hunter of Alaska and was a licensed nmaster guide and
marine transporter. He believed in helping to develop
standards and manage the industry to nmake it one of the
safest and nost professional there was. He opined that the
BGCSB enabled it to happen. He also believed that hunters
and conmercial operators should help to pay for the
i ndustry they used. He supported the recent increase in
license and reporting fees and urged nenbers to support and
nove HB 254 out of conmittee.

2:37: 01 PM

D CK ROHRER, SELF, KODI AK (via teleconference), was
introduced to the guide business in 1965 when he cane to
Al aska. He had been licensed as a guide since 1971. He was
a master guide and served 2 terns on the BGCSB beginning in
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2005 when the board was reinstated. He spoke of being a
financial officer to the board. He was di sappoi nted when he
found out through accounting methods that $236 thousand of
revenue di sappeared in 2011. |In the sanme year he had heard
the deficit at the time was $376 thousand. Taking both
figures into consideration iif the revenue had been
mai ntai ned there would not have been a concern with revenue
or expenses. Another thing that happened when the board was
reinstated was that the board encouraged the Departnent of
Commerce, Comrunity and Econom c Devel opnent to inplenent a
conputer system to keep hunting records in order to have
information readily available for the various agencies.
During the time it was being put together the board thought
it had commtnments from federal agencies to provide $30
thousand to $40 thousand in revenue to go towards the
project that would have generated substantially nore
revenue. The board was unable to figure out a way to
transfer the noney directly to the board. He responded to a
guestion asked by Representative Kawasaki relaying that
there were only 112 under the board. He thought the nunber
reflected only the nunber of master guide outfitters. He
antici pated approximately 500 additional registered guide
outfitters and approximately 700 to 1000 nore class "A"
assi st ant gui des. He did not know the nunber of
transporters. He pointed out that it was not the board that
set the fees but rather the DCCED. He commented that it was
the legislature through the BGCSB statutes that established
the transporter license, rather than the board. He also
noted that, wunder the statutory definitions, air taxi
operators who flew from point-to-point were exenpt fromthe
transporter licensing requirenent. It was only those air
transporters that advertised big gane hunting services and
charged a different fee for hunts were required to have a
transporter |license. Any other air taxi operator was exenpt
from the licensing requiring and exenpt from the $50 that
he was cl ai m ng.

KELLY VREM CHAI RVAN, BI G GAME COWMERCI AL SERVI CES BOARD,
SUTTON (via teleconference), testified in support of the
bill. He relayed that the board was operating in the bl ack.
The legal costs that caused the debt were out of the
board's control as Ms. Curtis had pointed out. The board
could only react to the charges |evied against guides or
transports after they were made. The board decided the
appropriate level of punishnent but did not get to decide
who to pursue in a violation. There were nultiple ways to
incur a violation. It could be conpletely inadvertent. Sone
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exanples included failing to file a form failing to get
official permssion froma |land nanager, or overtly meani ng
to subvert the law. He relayed that the board currently
treated people with the same hamrer. He felt a nore nuanced
approach was needed and could only be attained after
reaching a consent agreenent or obtaining a conviction. He
relayed additional challenges having to do wth the
division raising the fees. Al though he favored raising them
he clainmed there had not been adequate public input prior
to the departnent deciding to do so. He believed it was the
only board that used volunteer proctors.

2:45:14 PM

VI RG L UWPHENOUR, SELF, FAIRBANKS (via tel econference), was
in support of the board. He shared that the guiding
i ndustry was unlike any other in the state: it was the nost
regulated and had the highest standards. The board was
needed to decide whether investigations went forward. He
was very aggravated to see the DCCED violate Alaskans'
constitutional rights. He also nentioned that investigators
typically launched large investigations. He provided an
occurrence in which a young guide turned hinmself in and was
fined. He thought the board was needed to set standards and
to elimnate bureaucratic bullying. He thought t he
transporters had been getting a free ride for too long. He
t hanked the comm ttee.

Co- Chair Thonpson CLOSED public testinony.

2:49: 29 PM

Representative WIson asked about setting the fees. She
wondered if DCCED had not set the fees correctly. M.
Parady responded that the calculation of fees across the
departnment had confounded the DCCED for the past decade.
They had been the subject of a legislative audit tw ce.
Al though the fee calculations were founded in mathematics
as the auditor described, the original push to increase the
fees was resisted by the board. The fee increase was
generated by the regulation rule making authority of the
DCCED, but it was done wth the advice and recommendati on
of the board. The delay lead to the worsening of the
problem Currently, the board and the departnent had
initiated two rounds of fee increases, the board was
operating in the black, and the deficit woul d be erased.
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Representative WIlson interjected that a |arger picture was
at hand. She suggested that boards were mandated to cover
their costs with no costs to the state. She thought the
guestion the l|egislature should be addressing was whether
the state should allow boards to continue if they were not
self-sufficient. Boards having the ability to reject fee
i ncreases was an issue unto itself. M. Parady agreed that
it was in statute that the fee balance in each profession
had to be self-supporting. The art of the mathematical
calculation was in the allocation of costs: the conpilation
of all of the detail. It was currently changing with the
state's new accounting system and the departnent would be
adapting further.

Representative WIlson was not interested in noving the bill
forward because of her <concerns wth the Ilegislature
breaking its own statute. She believed that because the
board had a deficit it was not in conpliance with the |aw
M. Parady offered that it was not the only board or
profession in the sane circunstance. He conveyed that in
the audit report a revenue cycle was a 2-year period. For
exanple, in the first year the revenue mght be $350
t housand or $400 thousand. In the second year it mght be
$150 thousand. The departnment was trying not to send shock
waves into the systemin terns of correcting the deficit.
The departnent was nmindful of the statute and the statutory
requi renents.

Representative Pruitt conveyed that the Division of
Cor porations, Business and Professional Licensing had been
a giant mess for a while. It was not just the BGCSB.
However, the BGCSB was the nost expensive board due to
investigations. As a result, it had the largest deficit. He
rem nded nenbers that the legislature placed intent
| anguage in the bill directing the division to ensure that
the state covered its costs. He recalled the Board of Rea
Estate raising its fees to cover costs and people were
out r aged. Subsequent |y, the costs were dropped down
substantially. The legislation gave boards the ability to
ensure their costs were covered relieving the departnent
from having to do so. He thought boards would be in a
better position going forward. Lastly, there was one board
not covered by the statute being discussed: the Marijuana
Board. He thought it would be a problemin the future.

Co- Chair Thonpson thought a future bill mght be in order.
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2:55:12 PM

Representative Gattis noted that part of the problem for
the BGCSB was that the fee structure was not increased when
it should have been. She thought there also needed to be a
change regarding investigations. She referred to a previous
testimony in the neeting and offered that she mght
initiate a bill for consideration in the future.

Vi ce-Chair Saddl er reviewed one fiscal inpact note fromthe
Department of Commerce, Community and Econom c Devel opnent.
The appropriation was from the D vision of Corporations,
Busi ness, and Prof essional Li censi ng. The Ofice of
Managenment and Budget Conponent nunber was 2360, dated
March 24, 2016 in the amount of $22.3 thousand for FY 17.

Co-Chair Thonpson relayed that the fiscal note he had was
dated, April 1, 2016.

Vi ce-Chair Saddl er stood corrected.

Representative WIson asked why the deficits for the board
were not reflected in a fiscal note.

Co- Chair Thonpson explained that the fiscal note reflected
the amount of revenue that would be brought in, and the

source from which it was being paid. It did not have
deficits listed. However, there were reports from the DCCED
that showed all of the boards and their deficits and

overages. He would provide the information fromthe DCCED

Representative Wl son thought there should be a fiscal note
that included an explanation of what the nenbers had heard
in the neeting. She thought it should reflect the fisca

i mpact .

Representative Pruitt comented that the issue should be
reflect on paper and was an accounting situation. He
furthered that boards had borrowed from other boards to be
able to pay the deficits previously. That was the reason
the division was not in a deficit. He nentioned the Board
of Nurses that brought in a substantial surplus. The
surplus had been borrowed to pay for sone of the deficit
costs. He did not believe including it in a fiscal note was
the proper way to address the issue. He asserted that it
was a clustered problem triggering two audits. Mny
| egi sl ators had expressed frustration.
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3:00: 02 PM

Representative WIson thought there should still be a
fiscal note from the Boards and Comm ssions that reflected
the accounting of each board. The fiscal note was not
reflective of the bill.

Co- Chair Thonpson nmentioned that M. Parady and Ms. Curtis
had reported the deficit of the board and explained that
the amount of fees resulting from licensure would catch
themup by FY 17 bringing the board into the bl ack.

Representative Pruitt indicated there was a difference
between a board and the programs. Al the bill was doing
was extending the board. He asserted that the board had a
$22. 3 thousand cost. He suggested separating the two.

Vi ce-Chair Saddler suggested that when the House Finance
Committee was considering a board extension it should
request that a statenent of the balance of the deficit or
credit for their investigations be included in the
informati on packets for nmenbers. He referred to a comment
M. R chards had made a coment about a pending |egal
decision regarding transporters. He wanted to know nore
about it.

Co- Chair Thonpson wondered if it was sonething that could
be di scussed because it was currently a pending court case.

Vi ce- Chair Saddl er was unsure.

Co-Chair Thonpson did not want to bring the issue up again
but suggested addressing it on the House Fl oor.

Vi ce-Chair Saddler w thdrew his question.

Co-Chair Neuman MOVED to REPORT HB 254 out of conmttee
with individual recomendations and the acconpanying fiscal
i npact note. There being NO OBJECTION, it was so ordered.

HB 254 was REPORTED out of commttee with a "do pass”
recommendation and with a new fiscal inpact note by the
Depart ment of Commrerce, Conmunity and Econom ¢ Devel opnent.

3:03: 50 PM
AT EASE
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3:07:26 PM
RECONVENED

#hb156
HOUSE BILL NO. 156

"An Act relating to conpliance with federal education
laws; relating to public school accountability; and
providing for an effective date."

3:07:54 PM

REPRESENTATI VE WES KELLER, SPONSOR, expl ained that he would
be happy to provide a general overview of the bill and
answer any questions nenbers m ght have. However, he wanted
to first address the issue of the bill's fiscal note.

Representative Keller began by asking for serious
consideration of and action on the bill. The bill addressed
three sections of law. The first had to do wth the
reporting requirenments for school districts. The second was
the accountability section which laid out the assessnents
and different issues related to the No Child Left Behind
(NCLB) Act, the Every Student Succeeds Act (ESSA), and the
duties of the comm ssioner. He explained that much of the
bill addressed housekeeping issues. For exanple, with the
ESSA there was a new enphasis on local control and | ocal
input. He referred to Section 6, page 3, line 26 where it
tal ked about the assessnent process. It required the |oca
input of the local school district and the teachers. The

nost colorful part of the bill was in the last section
where it pushed the pause button on standards based
assessnments until the Departnent of Education and Early

Devel opmrent and the school board could conme back with a
report on the totality of the state's section of law, Title
14, as it related to accountability and assessnments and with
recommendations for any changes. Mst inportantly the group
would come back with an assessnent plan that could be
i npl enented. He pointed to page 6 of the bill.

Representative Keller next wanted to address the question as
to whether the bill would cost the state noney. He cont ended
that it would not. However, he was not confident enough in
bringing a zero fiscal note fromthe DEED. He had supporting
opinions fromvarious entities. He had a neno fromthe U S
Department of Education that he would be passing out to
menbers (Copy on file). He relayed that he and Senator

Dunleavy had net telephonically wth Adam Honeysett
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[ Managi ng Director of state and |ocal outreach for the U S.
Department of Education] and Ann Wal en [Senior Advisor to
the Secretary of Elenentary and Secondary Education of the
U.S. Departnment of Education]. They subsequently sent a
meno that was forwarded to the State of Utah. He wondered
what would happen if the state did not fulfill the
requirenents laid out in NCLB and ESSA. He nentioned a
handout that nmenbers had in their packets (Letter dated
February 3, 2016 from Assistant Secretary Deborah Delisle
to Commi ssioner Mke Hanley: copy on file). He pointed to
nunber 3 on page 3. He read the question about the
consequences of a state or district that failed to adhere
to the federal assessnent requirenents.

Representative Keller explained that in order to have a
fiscal note, there had to be a decision sonewhere that the
state failed to conply. He contended that it would be a
difficult step for the U S. Departnment of Education to get
over because the intent of the bill was to take a break and
do a better job of conplying in ternms of accountability and
assessnment issues. In other words, if there was a failure
to conply enforcenent actions could be taken. There were 7
things that could be done if the state refused to conply
with the requirenments. He argued again that it was not the
case.

3:13:36 PM

Representative Quttenberg asked Representative Keller to
identify the full docunment. Representative Keller responded
that the full document was a meno from Deborah Delisle,
Assi stant Secretary of the U S. Departnment of Education.
The nmeno was addressed to Conmmi ssioner Mke Hanley. He
thought it was the best response to the question about what
happened to states that did not conply. He was happy to
supply the letter to the conmttee.

Co- Chair Thonpson relayed that he would have the letter
di sper sed.

Representative Keller continued to explain that taking a
break would not be a new precedence. The State of
California took a 3-year break to review its laws and was
receiving reports. The difference for California was that
it negotiated the process as it went along. The State of
Al aska was in a situation where there were failed tests and
angry parents. He relayed that the ESSA would go into
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effect in August 2016. He referred back to the US.
Departnment's letter indicating that it was early in the
process of inplenenting the ESSA and many deci sions had not
been made yet. He thought that it was logical for the
State of Alaska to take a break to develop an assessnent
plan and to conduct a review of the state's laws and
regul ations having to do with ESSA. He reported that ESSA
af forded nore | ocal control

Representative Keller next referred to page 4 of M.
Delisle's letter that addressed the specific enforcenent
actions. He read directly fromthe letter:

"The specific enforcenent action (s) the Departnent of
Education would take depends on the severity of non-
conpl i ance. "

Representative Keller surm sed that Al aska would unlikely
experience severe enforcenent actions based on the
intention of taking a break to get things accurate. He
noted that the state would not be refusing to do anything.
Rat her, the state was taking a break. He also infornmed the
committee that the noney was Title "A" noney: federal noney
designated to be dispersed to states with the attenpt to
make things equitable for disadvantaged students. In the
act of applying for Title A noney the state prom sed that
it would follow all of the rules. One of the rules was that
Alaska had to test grades 3 to 8 and a grade in high
school. He thought Al aska was in an unconfortable position
because The Al aska Measures of Progress (AW) failed. He
noted that in the previous week in Education Wekly there
was a report on different states and it discussed state
school boards across the nation feeling the urgency to flex
nmuscle. He clainmed that what Al aska was trying to do was to
reinsert itself back into the education policy business. He
continued that the noney had gone directly into the
department and, in turn, the departnment had given it to the
districts. He believed that having input in the education
process was critical

3:18:42 PM

Representative Keller continued to discuss the issue of the
assessnent. He talked about dealing with the parents of
students. He thought it was a mstake to choose the wong
people to handle the subject. He believed people working
for the state wanted a good assessnent plan. He had al so
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had the opportunity to get to know sonme of the new nenbers
of the State Board of Education and was inpressed. He urged
the commttee to proceed with the legislation. He had no
problemw th the indeterm nate fiscal note.

Representative Gattis thanked Representative Keller for
bringing the legislation forward. She thought it was an
ideal time to be looking at the state's assessnent. She
thought it was a good idea to think about pushing the pause
or reset button and nentioned the state mght be eligible
for a waiver. She liked the option of applying hind sight.
O her states had been able to do so. She thought the timng
was perfect.

Representative Keller responded that the worst case would
be that the legislature would pass the law and the U S
Department of Education would not approve of it. It would
take sone tine before the state received any notice of
di sapproval . He supposed that by such tine the state would
be able to conplete its own assessnent.

3:23:14 PM

Representative Kawasaki referred to the letter that was
handed out during the neeting. The letter indicated that
the U S. Departnment of Education could wi thhold a portion
of the state's Title 1 Part A admnistrative funds and
programmati c funds. He wondered what the val ue equated to.

Representative Keller suggested Representative Kawasaki
direct his question to the DEED. He pointed out that the
letter specifically stated "adm nistrative funds" would be
at risk. He relayed that admnistrative funds would be
wi thhel d before program funding was revoked. He had been
told by the Department of Education that 70 percent of the
revenue for the departnent was federal noney. He did not
know what portion was Title 1A

Representative Gara asked about the inplenmentation of the
ESSA adopted in the prior year. He wondered if the bill
reestablished the designation of schools. Representative
Kell er responded that the legislation did not change the
state's law regarding the designation process. One of the
requi renents was for the school system to give a grade to
schools and to assign a designation and a grade to the
state education system However, the state had never set
any guidelines for grading. There was one slight change in
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the bill that required the DEED to assign a designation for
the state public school system based on the proficiency of
students conpared to other states.

Representative Gara wondered if the designations under
state |law were adopted because of the passage of the NCLB
Act. Representative Keller responded in the affirnmative and
added there was not a lack of interest in know ng how the
state's school system was perform ng

3:26:51 PM

Representative Gara renenbered one of the largest flaws of
the federal designation system was that although teachers
and a school's administration were doing a good job and
students were nmaking inprovenents, given where the students
were starting or their honme life, sone of them were stil

failing. The designation was influenced. He wondered if the

state still mai nt ai ned t he sane gr adi ng system
Representative Keller admtted that in sonme ways the bil
kicked the can down the road. However, it called for a

revi ew process.

Representative Gara asked if it was nore feasible to cone
up with a better school ranking system rather than the one
fromthe NCLB Act. Representative Keller indicated that it
woul d be a nonunental task. The bill was an attenpt to | ook
at things nore closely and get further input from I|ocal
school districts, parents, and students. There were nany
people in the state that had a lot invested in the current
system He suggested that the bill provided a step forward
to get collaborative input on how to proceed, but it would
not fix all of the problens.

Representative WIlson relayed the state did not currently
use the sanme system to grade the state's schools as was
used when the NCLB Act was in place. She reported that the
state changed it wth a waiver, inposed nore teacher
accountability, and switched to a star rating system for
school performance. She had just read an article that
stated that the new testing that was nost recently inposed
was a failure because of technical and conputer issues. She
want ed Representative Keller's take on classroom tinme and
t eachi ng versus continuing tests.

Representative Keller restated that it was a tinme of crisis
with several |oose ends needing resolution. He believed
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testing was critical and inportant in education in order to
better understand the educational needs of each student.
From a teacher's perspective student |earning was extrenely
important, and from the state's perspective in spending
noney, accountability was very inportant. He felt that the
| egi sl ati on provided an opportunity to conme together.

3:31:58 PM

Representative Gattis responded to Representative Gara's
comment. She asserted that there were several things the
state placed into statute that dealt with the NCLB Act. She
t hought the state would definitely have to conduct another
review. She added that with the signing of the ESSA in
Decenber 2015 states were still trying to figure out their
options and what was allowed. She believed there were
several things at play and that the state should not get
ahead of itself. She thought the bill helped press the
pause button and to conme together. There would be huge
changes in reporting, the statute, how the state graded its
schools, and how it held its teachers and students
accountable. She agreed with Representative Gara that there
was a flaw in the system There were folks that were not
graded on their progress. Teachers that could help to
advance a student from a second grade proficiency to a
third or fourth grade proficiency were not given due credit
because of the student not being proficient in an expected
grade. There were huge challenges for the state. She
t hought in going through the process and slow ng down, the
state woul d have an advant age.

Vice-Chair Saddler referred to Section 2, page 2, lines 9-
10 of the bill. 1t described that the departnent would
inform the governing body of the designations assigned to
the district and to the state public school system He
wondered who applied the designation to the state public
school system Representative Keller clarified that there
was a section of the law that drove the designation that
was not in the legislation. He referred to AS 14.03. 123a.

Vi ce-Chair Saddler read fromstatute AS 14.03. 123a:
(a) By Septenber 1 of each year, the departnent shal
assign a performance designation to each public school

and school district and to the state public school
systemin accordance with (f) of this section.
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Vice-Chair Saddler relayed that later on in (g) it defined
"state public school system ™ He asked for t he
representative to provide a couple exanples of the elenents
of a public school system by which Alaska's system could be
conpared to those of other states.

Representative Keller responded that in drafting the
legislation he did not want to get specific about what
woul d be used. It stated that the state board would nake
the regulations for the determination. He relayed that the
only tool that did a proficiency conparison was National
Assessnent of Educational Progress (NAEP). The bill did
not designate what was to be used other than it had to be
based on proficiency. There were tests that were conparabl e
that the board could look at using. He left the | anguage
broad on purpose.

3:36:49 PM

Vice-Chair Saddler referred to the indetermnate fiscal
note. He highlighted a couple of places in the analysis
section of the fiscal note that stated that the fiscal
impact could not be determined because of a lack of
measures necessary to estimate costs. He expressed his
concerns about going ahead wth an assessnent w thout
knowi ng the designations or neasures or the price of the
assessnent .

Representative Keller highlighted that the bill placed a
tool in the tool box for the comm ssioner and the state
board in interpreting and figuring out how the state would
respond to forthcomng regulations. It was not that the
state would be incurring a cost by sone federal enforcenent
act that worried him It was nore that the state would be
at the table with the federal governnent trying to figure
out what was goi ng on.

Vice-Chair Saddler did not want to |lose the $200 mllion of

f eder al nmoney in inpact ai d. Representative Keller
responded that it happened one year at a tinme. If there was
a threat of losing mllions of dollars of federal noney

| egi sl ation would be before the commttee again. He was not
particularly worried about the federal noney but he wanted
it to show up on the fiscal note as indeterm nate rather
than zero. However, at present he would be confortable with
a zero fiscal note.
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Representative Quttenberg referred to Section 8, page 6, on
line 16. He wondered if the bill placed the standards -
based assessnment on hold between July 1, 2016 and July 1,
2018. The bill would not allow the first adm nistration of
what ever plan that was devel oped until the school year of
2020. There was always a contradiction between having
assessnments and not having assessnents and standards when
speaking wth teachers. He wondered if students fal
between the seans by not having sonething when they were
applying for college. He was concerned that colleges would
reject Al askan students because they did not have testing
or grades to conpare with those of students from other
states. He thought the change being proposed in the
| egislation was significant. He asked if Al aska's students
would fall through the cracks. Representative Keller
responded that nenbers of the commttee understood the
dynam cs of what happened in the districts better than he
did. He nentioned the nobst recent education chairmn and
deferred to a district expert.

3:41: 32 PM

Representative Minoz asked if school districts were
supportive of the bill. Representative Keller stated that
districts were concerned wth anything that mght threaten
federal noney. However, he received positive responses from
many districts about a possible change. He thought that
districts' fears were over-rated.

Representative Munoz asked if there was enough flexibility
for states to figure things out by 2020 with the new ESSA
I aw.

Representative Keller responded that in his opinion he
t hought yes. He added that the state did not know what the
response of the federal governnment would be. The state was
not sinply refusing to conply. Rather, the state was
wanting to do it correctly with sonme tine to do so.

Representative Minoz clarified that all testing would be
di scontinued from third grade when testing began.
Representative Keller responded that she was incorrect. The
departnment would not be able to require assessnent-based
testing. He elaborated that when a school took Title 1
monies it was a prom se to conduct testing. The requirenent
did not go away. The state was halting the state departnent
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from using the sanction on the mandate on local districts
to adm ni ster the assessnent-based test.

Representative Minoz asked whether the district would
continue with the testing if it received federal funding.
She wondered if the state departnent could not require the
testing. Representative Keller responded affirmatively. He
indicated that the Departnment of Education and Early
Devel opnment agreed to require the testing. The federal
government required the state to offer the test to
everyone. It required districts to admnister the tests. It
did not require parents to take the test. The requirenent
stated that the test had to be admnistered to everyone
fairly. No group of people could not be excluded. It was
part of the NCLB Act which was in effect until August 2016.

3:45:11 PM

Representati ve Gattis wonder ed i f she had heard
Representative Keller correctly that the schools would be
able to continue their testing. She recognized that other
states had applied for waivers or the opportunity to slow
the process down to get things right. She wanted to confirm
that Alaska would not be junping "out of the box" in
conparison to other states. She thought the Title 1
dollars were a huge concern. She asked if it was his intent
to decline the federal dollars or to just slow the process
down to get things correct using the federal dollars while
goi ng through the process. She opined that the new ESSA was
a noving target that needed to be better understood in
terms of what it all owed.

Representative Keller responded that by taking federal
dollars the state was obligated to operate as it was
currently operating - basically operating as an outpost for
policy from the US. Depar t nent of Educat i on. The
| egislation would allow the commi ssioner to have another
tool in the toolbox to negotiate.

Co-Chair Thonpson indicated that the neeting would be
recessed for 10 mnutes. Upon reconvening representatives
fromthe DEED would be testifying on HB 156.

3:48: 08 PM
AT EASE

3:57:26 PM
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RECONVENED

Co- Chair Thonpson relayed that M. McKinnon and Deputy
Comm ssi oner Walter avail able fromthe DEED.

BETTY WALTERS, | NTERI M DEPUTY COW SSI ONER, DEPARTMENT OF
EDUCATI ON AND EARLY DEVELOPMENT, i ntroduced hersel f.

MARGARET MACKI NNON, DI RECTOR, ASSESSVENT AND
ACCOUNTABI LI TY, DEPARTNVENT CF EDUCATI ON AND EARLY
DEVELOPMENT, i ntroduced herself.

Representative Kawasaki referred to the question he had
asked the sponsor of the bill dealing with funding. In the
meno nenbers received witten to Conm ssioner Hanley stated
that failure to conmply with the assessnment requirenents
could place Title 1, Part A funds in jeopardy. He wondered
how much funding could be at risk. M. McKinnon replied
that Title la funding was approximately $40 million which
i ncluded noney that went out to each of the districts in
t he state.

Representati ve Kawasaki continued to reference portions of
the nmeno to Conmi ssioner Hanley that went on to say that
the state could find itself out of conpliance with a w de
range of other progranms that required the state assessnent
results. One of them was school inprovenent grants, ESSA
Title 111, Part B, which dealt with the Individuals wth
Disabilities Act. Another was programs for rural schools
under ESSA Title IV. Additionally it could affect mgrant
education under ESSA Title 1, Part C. He wondered if she
had a value for each listed. Ms. MacKi nnon responded in the
affirmative. She stated that based on the information in
the letter, the total anobunt of funds that were represented
woul d be over $99 mllion for FY 2017.

3:59:55 PM

Representative WIlson asked if it was an opportunity to be
able to reevaluate what kind of testing the state wanted to
conduct. She wondered if it would provide nore opportunity
and flexibility to wutilize the testing that school
districts were already doing such as the Masures of
Academ ¢ Progress (MAP) testing. She suggested that it was
a reset of sorts. She believed the bill's intent was to
utilize the opportunity to do what was best for Al askans.
The npbst recent testing was not very successful.
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MVs. MacKi nnon reported that she had had a recent
conversation with Anne Walen, the assistant secretary at
the U S. Departnent of Education to clarify sone of the
requi renents under the ESSA. She had provided Dr. MCaul ey,
the departnent's interim conm ssioner, a letter. She
continued that the passage of the ESSA did provide the
state nore flexibility in certain areas. Those areas
primarily rel at ed to t he desi gn of t he school
accountability system that had sone required indicators,
i ncludi ng achi evenent on the state assessnents, and also a
neasure of growth. In other words, not everything would be
based only on the assessnent. There was sone flexibility in
the assessnent and a couple of new options. However, the
state was still required to give the sane statew de
assessnent to neasure the state's standards to all students
in grades 3 through 8 annually and at |east once in school.
There was an option allowing a state to approve districts
to request a local choice of a nationally recognized high
school assessnment conparable to and reported simlarly to
the results on the state's assessnent. The option only
applies to high school and not to grades 3 through 8.

Representative WIson asked if other states had obtained
wai vers. She supposed other states were taking a slower
approach to making the necessary changes and doing it
correctly. Ms. MacKinnon reported having tal ked with people
who had worked with the state departnment in California and
al so asked Anne Whalen at the U.S. Departnent of Education.
The situation in California was that they were in the
process of inplenenting the smarter bal anced assessnent. In
the year in which the assessnments were field tested,
California used those assessnments in a field test node then
transitioned into the regular assessnent in the follow ng
year. Sone of the transition mght have had to do with when
the assessnents were used or growmh fromthe assessnents in
California's accountability system She thought having the
assessnment was different. Assistant Secretary Walen had
indicated that no state had been able to receive a waiver
of the assessment requirenents.

4:03: 35 PM

Representative WIlson noted that she had requested
previously that the state would not nmake up its own test or
cut scores. She did not believe it was fair to Alaska's
children. The State had not been successful again. She
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hoped that the state had learned that there were great
assessnents available. She contended that it was tinme to
stop trying to reinvent the wheel and to start |ooking at
assessnments that were already available for |ess nobney and
allowed for conparison of Alaska's kids to kids in other
st at es.

Representative GQuttenberg asked about the departnent's
evaluation of the bill. He also asked how difficult it
would be to align assessnment tests if they were different
from school district to school district. M. MacKinnon
responded that the state wuld have a high school
assessnment. The state could opt to allow individua
districts to choose a nationally recognized high school
assessment such as the ACT (Anmerican College Testing) or
the SAT (Scholastic Aptitude Test). The U.S. Departnent of
Education was clear that the ACT and the SAT were not the
only exanples and that it would be up to the states to
determ ne whether to allow a district to choose to give an
alternate assessnent. The test woul d have to be
adm nistered to all students in a district and would have
to nmeasure and be able to be reported conparably to the
state's assessnent (designed to neasure the state's
st andar ds). It was a process of determining ot her
assessnents that could also be shown to neasure the state's
st andar ds.

Representative Quttenberg assuned that it was feasible and
not as difficult as it could be. He asked about the
departnment's consideration of the bill in terns of what it
did, its inplementation, and the risk of 1losing federal
funding if it passed. Ms. MacKinnon responded that the way
in which the bill was witten would prohibit the departnent
from requiring districts to take a test wthin the
following 2 school years. She thought that it potentially
put the state at risk for losing Title 1 federal funds. She
reported receiving a letter that indicated the state would
be out of conpliance. She was working wth district
superintendents and stake holders to look at what kind of
assessment the state would want to inplement over the
following 2 years. Alaska had choices and did not have to
have a custom assessnment, only one that neasured the
state's standards. She suggested that the state m ght end
up with a system of assessnents. There was sone
flexibility. She reiterated that the state would be out of
conpliance if it did not adm ni ster an assessnent.
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Representati ve Gut t enberg t hought it woul d be a
considerable risk. He wanted to weigh and neasure the
state's ability to do its own assessnent and the risk of
| ost fundi ng which woul d affect Al aska i nmediately.

4:08: 34 PM

Co- Chair Thonmpson OPENED HB 156 to public testinony.
Co- Chair Thonpson CLOSED public testinony.

4:09: 24 PM

Vice-Chair Saddler reviewed the indetermnate fiscal note
from DEED. The appropriation was Teaching and Learning
Suppor t and the allocation was Student and School
Achi evenent. The Ofice of Budget and Managenent conponent
nunber was 2796. The anmount was zero for FY 17 and in the
future it was indeterm nate.

Vi ce-Chair Saddler MOVED to REPORT CHHB 156 (EDC) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Represent ati ve Kawasaki OBJECTED for di scussion.

Representati ve Kawasaki relayed having a discussion about

the previous bill dealing wwth the BGCSB with a fiscal note
indicating a cost of about $20 thousand for travel. He
thought that there was a larger picture to look at.
Al though the fiscal note detailed potential |oses of

federal education funds and inpact aide that could equate
to $200.2 million. He had not seen an updated |etter other
than the one dated February 3, 2014 to Conm ssioner Hanl ey.

It seenmed like there mght be nore information from the
departnment that they had received a subsequent letter
stating that if, in fact, the state did not have a

standardi zed test in 2017 and 2018 it could cost Al aska a
| arge anmount of noney. He did not feel confortable letting
the bill out of commttee without fully understanding its
i mpact. He thought it was bad business to push |egislation
forward wi t hout knowi ng the consequences to the state.

Represent ati ve Kawasaki W THDREW hi s OBJECTI ON

Representative Guttenberg OBIJECTED for di scussion.
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Representative WIson thought the state had a unique
opportunity. She thought that the letter to Comm ssioner
Hanley from the U S. Departnment of Education conveyed that
each school district could design a test to be used for the
pur pose of assessing state standards. She favored noving
the bill forward.

Representative GQGuttenberg spoke to his objection. He
indicated that w thout having a better understanding of the
true risk or inplications of l|osing about $90 nmillion per
year in federal funding, he could not support the
| egislation. The bill sponsor had nentioned conming back in
the followng year to fix any issues. However, he nentioned
that even a brief sinple bill took nonths to travel through
the legislature. He did not want to risk losing federal
f undi ng.

Representative Gattis believed the state was in a "Catch
22" position and thought noving forward would be the right
thing to do currently. She woul d be supporting the bill.

4:14:53 PM
AT EASE

4:21:34 PM
RECONVENED

Representative Kawasaki discussed the letter from the
United States Departnent of Education dated, April 1, 2016
(copy on file). He believed the letter conveyed that
f eder al funds and i npact aid could potentially be
j eopardi zed and opposed the |egislation.

4:22:24 PM

Representative Gattis remarked that although she understood
Representative Kawasaki's point of view, she hoped that
prior to the bill getting to the floor there would be nore
of an opportunity to take a harder | ook at the |egislation
and sone of the options other states had executed. She
woul d be a "yes" vote.

Representative Guttenberg MAI NTAI NED hi s OBJECTI ON

Aroll call vote was taken on the notion.
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IN FAVOR. Gattis, Miunoz, Pruitt, Saddler, WIson, Edgnon,
Thonpson
OPPOSED: Guttenberg, Kawasaki,

Representative Neuman and Representative Gara were absent
fromthe vote.

The MOTI ON PASSED (7/2).

CSHB 156 (EDC) was REPORTED out of commttee with a "do
pass” recommendation and wth a previously publish
indeterminate fiscal note: FNL (EED).

4:23:42 PM
AT EASE

4:25:11 PM
RECONVENED

4:25: 24 PM

Co-Chair Thonpson called the neeting back to order and
indicated that there was a conmttee substitute.

#hb209
HOUSE BI LL NO. 209

"An Act relating to an Al aska Water and Sewer Advisory
Comm ttee; and providing for an effective date."

Vice-Chair Saddler MOVED to ADOPT the proposed conmttee
substitute for HB 209 (FIN, Wrk Draft (29-LS0306\P).
There being NO OBJECTION, it was so ordered.

BRODI E  ANDERSON, STAFF, REPRESENTATIVE STEVE THOWPSON,
spoke to two changes in the bill. The first change was in
Section 2, page 2, line 3. It deleted the number 9 and
replaced it with 10. The second change was in Section 2,
page 2, line 16. It added the foll ow ng:

"A senior enployee wth expertise in environnmental
health and engineering from a large nonprofit tribal
heal th organi zation operating in the stat appointed by
t he menbers of the bush caucus; and"

M. Anderson relayed that Representative Edgnon was
avai |l abl e to speak about the inpacts of the changes.
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Represent ati ve Edgnon expl ained that the change woul d bring
the Alaska Native Tribal Health Consortium into the
advi sory conmttee. He thought it was a change that rounded
out the make-up of the advisory commttee and it was a
worth-while addition to the bill.

Vice-Chair Saddler had no objection to the addition but
wanted to see a definition of the bush caucus and a
menbership list before he could support the conmttee
substitute.

M. Anderson believed the sponsor mght be able to better
address the full definition. He pointed to the bill in
Section 2, page 4, line 2-7, provided the definition of
"bush caucus."

Vice-Chair Saddler still wanted to see a list of current
menbers. He supposed in reading the |anguage of the
commttee substitute in Section 2, page 4 it would nean
whonever happened to be representing the communities into
the future. He wanted to see a list of current nenbers
before the bill went to the floor.

Co- Chair Thonpson woul d have the |ist produced.

Representative CQuttenberg referred to Page 4, line 2. He
hoped that it included legislators that represented any of
the conmunities rather than all of the comunities. The
communities listed represent villages that did not have
sewer and water at present. He asked if he was correct.

4:30:17 PM

REPRESENTATI VE NEI L FOSTER, SPONSCR, DI STRI CT 39,
introduced hinself. The villages listed in the bill were
comunities currently unserved. Bush  Caucus nenbers

currently included were Representatives Foster, Nageak,
Edgnon, Talerico, and Herron and Senators d son, Hoffmann,
and Bi shop.

PAUL LABOLLE, STAFF, REPRESENTATIVE NEIL FOSTER, stated
that the list of villages in question was the list provided
by Village Safe Water.

Representati ve Foster enphasized that the bill had a zero
fiscal note.
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M. Labolle stated that the bill essentially established an
advisory commttee to Ilook at the gap between the
established need for water and sewer infrastructure and
avai l able funding. He thought everyone was in agreenent
that it was unlikely to see any increase in funding in the
near future. The main focus of the conmttee would be how
to do the job better, faster, and cheaper. Menbers woul d be
asked to work telephonically, as there would be no trave

budget, and there would be no conpensation for nenbers. It
required that the commttee issue a report on Decenber 1,
2017 due to the Ilegislature. He was happy to review
commttee appointnment and nenbers or be available for
gquesti ons.

Co- Chair Thonpson encouraged M. Labolle to continue.

M. Labolle referred to Section 2, page 2, line 4. A nenber
of the senate would be appointed by nenbers of the bush
caucus. He reported working with the staff of the Senate
Community and Regional Affairs Conmittee to derive a good
definition for bush caucus.

Representative Gattis asked if there were any communities
that were served by another |egislator outside of the bush
caucus that was not included. M. Labolle responded in the

negative. He indicated that the conprehensive |ist was
reflective in the bill. Additional people were desired.
However, in trying to develop a good definition for

statute, the list was as it stood.

Representative Gattis specified that her question had been
answer ed.

Representative Quttenberg pointed out that he had no sewer
and water systens in villages within his district.

4:35:08 PM

Representati ve Kawasaki asked about t he sel ected
communities and whether they were unserved. M. Labolle
responded affirmatively. He clarified that there were three
types of services that Village Safe Water worked under
including unserved conmmunities, underserved comunities,
and communities wth upgrades that did not have a
substantial threat.
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Represent ati ve Kawasaki was not concerned about the way the

bill was construct ed. He commented that there were
underserved rural communities. He wondered why they would
not be included and, thus, a larger list of bush caucus

menbers. M. Labolle relayed that it had been discussed
with staff in Community and Regional Affairs. The reason
was to save paper because according to Legislative Legal
every comunity had to be cited by nanme, rather than
referencing a list. The bill would have been physically
much | arger.

Representative WIson asked about what di sti ngui shed
qual i fying communities from other communities. M. Labolle
deferred to M. Giffith from Alaska Native Health
Consortium [ Departnent of Environnental Conservation].

Representative WIson explained that her question was posed
in order to better wunderstand the difference between
communities that did and did not have septic systens.
I ndi vi dual septic systens were promnent in the Fairbanks
North Star Borough. She wondered if the designation for the
qgual i fying communities was based on the C ean Water Act.

BILL GRIFFITH, DEPARTMENT OF ENVI RONMENTAL CONSERVATI ON
(via teleconference), answered that the 1list included
comunities in which there was no comrmunity or individual
wat er and sewer services to individual honmes. It meant that
the community did not have a pipe system or wells and
septic systens that could be installed. There also was no
community haul system The homes were w thout service in
the communities on the I|ist.

4:38:47 PM

Representative WIson asked if they were unable to have a
system installed. She wanted to make a distinction. M.
Giffith responded in the affirmative. The departnent had
been providing water and sewer services to rural Al aska
villages. GCenerally, the villages that remained were the
ones where the weasier options were not available. The
preferred option was to install wells and septic systens
anywhere possible. In these particular comrunities either
there was no ground water for wells or there was no way to
put individual septic systens in because of permafrost or
ground wat er.

4:39:49 PM
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Representative Edgnon asked M. Giffith to |ist the nyriad
of state and federal funding sources that generally went
into funding water and sewer projects. He also asked himto
describe the larger picture of water and sewer systens in
rural Alaska. Some communities, although had systens in
place, were old and aging and wuld be in need of
mai nt enance at sone point soon. He opined that down the
road w thout proper naintenance and upkeep of the systens
their efficacy would be in question.

M. Giffith reported that the Departnent of Environnental
Conservation (DEC) received about $60 nmillion in federal
funds to meke inprovenents in rural water and sewer
systens. He explained that the federal funding canme to
Alaska from 3 different federal agencies. The first was
I ndi an Health Service (IHS) which did not require any state
match. The second was the U. S. Environnental Protection
Agency (EPA) which provided a grant award through the State
of Alaska that required sone state match. The third agency
was the U S. Departnent of Agriculture through the rural
devel opment program which required sonme state match. The
| argest single funder was the EPA. There were a couple of
different ways that the funding was allocated. The funding
that cane through the State of Al aska and required a state
mat ch was allocated by the Village Safe Water Program and
the DEC. The Indian Health Service funding was allocated by
a national Indian health service prioritization system
called the Sanitation Deficiency System Both pots of noney
used the sane data base of project needs. The data base of
wat er and sewer project needs was updated yearly. There
were three types of projects listed in the database. The
first type was the first-time service project, a project
that provided water and sewer to hones for the first tine.
He furthered that the total project need associated wth
t hese types of projects was slightly over $521 mllion.

M. Giffith continued with the second category of project
need, upgrades to address substantial health threats. The
upgrades were significant inprovenents needed to Kkeep
exi sting systens operational to provide adequate water or
to neet current regulations. The funding needed for
upgrades was about $300 mllion.

M. Giffith discussed the third category of need, upgrades

to benefit system operation and address mnor health
threats. The anpbunt was about $400 nmillion. The state did
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not match these funds. The total funding need for the types
of projects DEC provided funding for was just over $800
mllion. He reported that typically every year the state
received about $60 mllion to address the state's needs.
There was a significant gap between the anmount of state
project need and the anmount of funding it received each
year.

4:44: 49 PM

Representati ve Edgnon asked if an advisory group would be
useful. He was thinking about the focus on the Arctic and
the U S. having the chairmanship of the Arctic Council for
a couple nore years. Many of the underserved comunities
were in the Arctic. He thought it could not hurt the cause
to get additional federal funding at a tinme when state
fundi ng had pl at eaued.

M. Giffith thought the advisory commttee could be useful
in raising awareness and understandi ng about sone of these
challenges in Alaska and nationally. The Departnent of
Envi ronnental Conservation had several things going on in
relation to the Arctic Council. There was an internationa
conference planned for Septenber 2016 to be held in
Anchorage at which DEC would be focusing on some of the
chal l enges at the conference. An advisory commttee could
be tied in with the conference and ot her things going on.

M. Giffith informed nenbers that a lot of the things
called for in the bill were already going on. However,
there were other things on the list of deliverables that
m ght benefit from having an advisory committee to work
with. The commttee would be able to keep the legislature
nore informed about things happening and sone of the
chal l enges that were being faced. He thought it could help
the overall effort.

Vice-Chair Saddler referred to Section 1, page 1, line 12.
He asked about the word "sewer" system and what it
enconpassed. M. Giffith stated that it applied to
what ever neans an individual conmmunity had for collecting
sewage from individual homes and other buildings - the
collection system overall and the treatnment and disposal
system the community used. In sonme cases it could be pipes
and a community lagoon and in other cases it could be
referring to individual septic systens.
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Co- Chair Thonpson thanked M. Giffith for his testinony.

4:48: 47 PM

Vice-Chair Saddler referred to the sane line that stated it
was the legislature's responsibility to ensure safe and
sust ai nable water and sewer systens to all comunities of
the state. He thought it was a fairly broad, enconpassing
and generous statenent. He wondered if he neant al
comunities. He asked about the standards. M. Labolle
explained that the sanme issue came up in the previous
commttee in House Conmunity and Regional Affairs. As a
result, the change was made from "individuals" in the state
to "comunities" in the state. The state would not have to
provide for a single person at a mning canp, for exanple.

Vi ce-Chair Saddl er asked about a standard or a definition
of what the threshold was for communities. M. Labolle
stated that the intent of the bill was to address
communities on the Village Safe Water |ist.

Representative GQuttenberg conmented that in Section 2, page
3, line 19, he felt that his issue was addressed. Many of
the villages he represented had water or sewer. However the
only thing worse than having a sewer was having one that
could not be numintained and remai ned broken. He appreciated
hearing about maintaining the state's investnents. He
bel i eved that building nodern systens that were | ow in cost
and sustainable was very inportant to discuss. M. Labolle
stated that one of the main focuses was to address the fact
that previous systens had been built to a standard that was
not really maintainable. The state was trying to get away
fromsystens that could not be maintained.

Represent ati ve Edgnon nade a hunorous remark

4:51:28 PM

Co- Chair Thonpson OPENED public testinony.
Co- Chair Thonpson CLOSED public testinony.

4:51: 56 PM

Vice-Chair Saddler reviewed the zero fiscal note from the
Al aska Legislature. The appropriation was the Legislative
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council and the allocation was Council and Subconmttees.
The conponent nunber from the Ofice of Mnagenent and
Budget was 783, and the fiscal note was dated WMarch 25,
2016.

Vice-Chair Saddler MOVED to report CSHB 209 (FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note(s). There being NO OBJECTION, it
was so ordered.

CSHB 209 was REPORTED out of commttee with a "do pass”
recommendation and with a previously published zero fiscal
note: FN1 (CRA).

Co- Chair Thonpson reviewed the agenda for the follow ng
day.

#
ADJ OURNVENT

4:53: 03 PM

The neeting was adjourned at 4:53 p.m
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