ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COW TTEE
February 9, 2015
1: 06 p.m

MVEMBERS PRESENT

Representative David Tal erico, Co-Chair

Representative M ke Hawker, Vice Chair

Representati ve Bob Herron

Representative Paul Seaton

Represent ati ve Andy Josephson

Representative Geran Tarr

VEVMBERS ABSENT

Represent ati ve Benjam n Nageak, Co-Chair

Representative Crai g Johnson

Representative Kurt O son

OTHER LEQ SLATORS PRESENT

Representative Ji m Col ver

COW TTEE CALENDAR

OVERVI EW( S) :

DEPARTMENT OF NATURAL RESOURCES, DI VI SION OF ACGRI CULTURE
- HEARD

DEPARTMENT OF NATURAL RESOURCES, DI VISION OF PARKS & QOUTDOOR
RECREATI ON

- HEARD
PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REG STER
FRANCI HAVEMEI STER, Director
Di vision of Agriculture

Department of Natural Resources (DNR)
Pal mer, Al aska

HOUSE RES COWM TTEE -1- February 9, 2015



POSI TI ON  STATEMENT: Provided a PowerPoint overview of the
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ACTI ON NARRATI VE
1: 06: 34 PM

COCHAIR DAVID TALERICO called the House Resources Standing
Commttee neeting to order at 1:06 p.m Representatives Seaton,
Josephson, Tarr, Hawker, and Talerico were present at the call
to order. Representative Herron arrived as the nmeeting was in
progress. Representative Colver was also in attendance.

OVERVI EW( S) :
Departnent of Natural Resources, Division of Agriculture

1: 07: 40 PM

CO CHAI R TALERI CO announced that the first order of business is
an overview of the Departnent of Natural Resources, Division of
Agricul ture.

1: 07: 59 PM

FRANCI HAVEMEI STER, Director, Di vi si on of Agricul ture,
Departnent of Natural Resources, related that the 2012 census
(slide 2) reports an 11 percent increase in the nunber of farns
since 2007; a 3.3 percent increase in agriculture cash receipts
since 2007; and the average age of an Alaska farmer as being

57.1 vyears, indicating the need for getting young people
involved in the agriculture conmmunity. There are 641 farns
considered a famly farm for tax purposes. According to the

census, 833,000 acres are involved in farmng, with a majority
of that acreage involved in reindeer herding. Production takes
pl ace throughout the state, the primary areas being Fairbanks,
Delta Junction, the Matanuska-Susitna Valley, and the Kenai
Peni nsul a. The nunber of farns dipped in 1992, but there has
been a steady rise of agriculture production since then. Over
the |ast seven years cash receipts have renmained steady at $31

HOUSE RES COWM TTEE - 2- February 9, 2015



mllion, but the face of agriculture has changed - snmall scale
agriculture has increased dramatically and large scale
agriculture has decreased.

M5. HAVEMEI STER reported that peonies and rhodiola are new

agriculture areas. The division is excited about the peony
mar ket . Approxi mately 150 peony producers have plants in the
ground throughout the state. Peony growers are |ooking at

exports because Al aska can produce peony when no other place in
the nation or the world can, which is from June 15 through
Septenber, the prinme bridal season. Rhodi ol a producers have
worked together to form a cooperative and are |ooking at
processing equipnment to dry their roots and nove it into
conmer ce. Rhodiola is wused as a supplenent touted for
increasing energy, stamina, strength, and nental capacity.
Al aska producers continue to look for new markets and explore
producti on opportunities. A flour mlIl for Alaska grown barley
is in operation in Delta Junction and product is being noved
t hroughout the state and an export market to the Lower 48 is
bei ng | ooked at. Producers have taken advantage of the $3
mllion nutritional Al aska foods in schools funding and have
sold products to school districts snmall and | arge.

1:11: 01 PM

M5. HAVEMEI STER outlined the division's organi zational structure
[slide 3], noting the division has 44 enployees with a variety
of job classes, such as agronomsts wth range nanagenent,
soils, and plant pathol ogy experience; nmintenance generalists
who help run the Plant Materials Center (PMC) farm natural
resource specialist; agriculture inspectors; | oan officer
producti on managers; and devel opnment specialists who run the
mar keti ng and i nspection sections.

M5. HAVEMEI STER said the division's fiscal year operating budget
was $7.7 million [slide 4]. The division has 35 full-time and 9
seasonal enpl oyees. Three full-tine enployees are located in
the division's Fairbanks office, 18 full-tine enployees are
| ocated in Palnmer, and the Plant Materials Center has [15 full-

time enployees and 9 seasonal farm |laborers]. The division has
three funding conponents: agriculture devel opnent, t he
Agricul tural Revol ving Loan Fund (ARLF), and the Plant Materials
Cent er. The division has a variety of funding sources,

including federal funding that is used to pronote the marketing
services done through the Division of Agriculture and the
Specialty Crop Block Grant Program that provides about $181, 000
to suppl ement the marketing budget.
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M5. HAVEMEI STER explained that the Plant Materials Center (PM)
is a 405 acre production farm located in Palner [slide 5].
Est abl i shed by the legislature in 1972, the PMC s purpose is to
eval uate crops for potential use in Alaska. The plant materials
are made available in small quantities to commercial growers who
subsequently increase the crop and sell commercially for food
production, ornanments, and conservation purposes. She drew
attention to the prograns at the Plant Materials Center listed
on slide b5: [the Certified Seed Potato Program Horticulture
Program Foundation Seed Program Certified Seed Laboratory,
Native Plant Evaluation, Invasive Species Program Revegetation
Technol ogy/ Design, Conservation Plant Technol ogy, Seed C eaning
and Conditioni ng, and Et hnobotany Teachi ng Garden].

1: 13: 06 PM

M5. HAVEMEI STER said the Certified Seed Potato Program [slide 6]
began in 1984 in response to the industry need for assistance in
managi ng on-farm potato diseases. At that time the potato
i ndustry was in trouble because of diseases found on the farns.
Bacterial ring rot, a disease often found on a farm w thout
proper nanagenment, causes the potato to literally nmelt once it
is put into the barn. The PMC developed a tissue culture
program that provides clean seed to Al askan seed growers. This
has allowed the certified seed growers to enter into a limted
generation certification program growers are allowed to plant
back their seed for eight years into certification, after that
eighth year it is noved out into table stock. This also
elimnates nmany of the disease issues that are carried over from
year to year in the tuber. Responding to Representative Seaton

Ms. Havenei st er reiterated that the division's [imted
generation certification program allows a certified seed grower
to sell his product as certified seed for eight years. Tabl e
stock is what is noved out into the retail market, and certified
seed can be sold at any time as table stock. In further
response, she clarified that certified seed is sold for seed
purposes and table stock is what is consunmed; seed sold at a
shop/ greenhouse should be certified seed. Conti nuing her
presentation on slide 6, M. Haveneister noted that the PMC has
screened over 600 varieties for adaptation to Al aska climates.
Addressing the Horticulture Program she said it was established
in 2012 and conducts variety trials by partnering with growers
to conduct trials throughout the state to see the suitability in
the different areas of the state. The PMC provides assistance
with crop selection, plant hardiness, cultivation, and harvest
t echni ques based on region. Addi tional ly, pesticide evaluation
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for commercial production is also perforned so that the PMC can
give recomendations to the industry. Variety trials have been
conducted on raspberries, blackberries, onions, apple root
stock, asparagus, and garlic.

1: 16: 05 PM

M5. HAVEMEI STER reviewed the Foundation Seed Program [slide 7].
Located within the Plant Materials Center, this program produces
high quality seed that is well suited for Alaska's climate and
is made available to growers. Foundation seed is purchased and
i ncreased as depicted by the chart on slide 7: three pounds of
breeder seed is planted and then harvested as eighty pounds of
foundati on seed and so on. As that plant is propagated out it
is sold at less of a cost to the end user and it is also
i ncreased. The PMC holds a spring and fall foundation seed
sal e. The Seed Anal ysis Laboratory provides services including
viability testing, germnation testing, tetrazolium testing, and
purity, noxious weed, and grain noisture testing. Al grass and
grain seed sold in Alaska nmust have a germnation test and a
noxi ous weed test prior to sale.

M5. HAVEMEI STER di scussed Native Plant Evaluation Program [slide
8], noting that native plant species are used to support public
infrastructure projects, such as roads and airports, as well as
private industry, including exploration activities for mning
and petrochem cal sections. The PMC's Native Plant Source
Directory is a conprehensive directory of in-state producers.
The PMC also partners with the U S. Bureau of Land Managenent
(BLM in the Seeds of Success Program a national native seed
collection program that collects wild native seed for research

devel opnent, gernplasm construction, and ecosystem restoration.
This programis mssion is to increase the quality and quantity
of native plant materials available for restoring and supporting
resilient ecosystens. Under the Revegetation Technology and
Design Program staff provides seed mxture recomendations,
application rates, and application nmethods on restoration

proj ects. The PMC has established reclamation projects around
the state; it reviews reclamation projects for agencies and
private sectors and provides reconmendations. The PMC assists

conpanies and agencies wth on-site species identifications,
seed collection, processing, and cleaning for future use. The
PMC also conducts baseline vegetation surveys prior to site
di sturbance so that during restoration it is known what species
to use for replacenent.

1:18: 33 PM
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M5. HAVEMEI STER expl ai ned that the PMC houses both a |arge-scale
and a small-scale seed house [slide 9], which are operated
primarily in the winter nonths. Seed is cleaned for Al aska seed
growers, as well as the cleaning of product produced at the
Plant Materials Center and for states and agencies. Seed
cleaning is the separation of physical characteristics of seeds,
such as size, length, wdth, thickness, weight, surface, and

texture. This is done as a service for fee to the industry.
Cleaning ultimately renobves the contam nants that are found in
that seed when harvested. In the 2013 cleaning season the PMC

cl eaned 89, 258 pounds of seed, ending up with 31,529 pounds of
clean seed; thus, a substantial anount of chafe is renpved to

come up with a clean seed product. Addr essing the Ethnobotany
Teaching Garden, M. Haveneister said the garden canme into
effect from federal funding in the early 2000s. A popul ar

program at the Plant Mterials Center, it includes the study of
culture groups in Alaska on the use of plants as food, nedicine,

and technol ogy. Many schools have come through to |earn about
the native food and the value of those crops. Signage in the
garden allows people to take self-guided tours during business
hour s. Mai nt enance of the garden is perforned by PMC | aborers

during the sumrer nonths. She pointed out that this programis
included in the governor's cut to the budget.

1: 20: 19 PM

MS. HAVEMEI STER said the |Invasive Species Program [slide 10] was
established by the legislature in late 2008. Staff continues to
work diligently to increase awareness through education and
outreach, as well as through partnerships with conmunity groups,

agencies, and private sector. For exanple, Anchorage had an
advertisement for several years on sonme of its buses that said
"stop invasive weeds". There is also a lot of radio outreach.

Staff provides presentations to organizations; for exanple,
staff provided a presentation to the Float Plane Association on
how to prevent the spread of El odea. Canada thistle nanagenent
was done in Anchorage and the Matanuska-Susitna Valley in which
infestation sites totaling about 30 acres were surveyed,
guantified, and managed. Wrk is also being done on forage and
gravel certification prograns which allow revegetation projects
to seek out those entities that are certified weed free to stop
the spread of invasives. To increase presence, staff is going
into box stores and retail outlets to ensure Canada thistle and
ot her invasives are not being seen. Wrk is also being done on
invasive freshwater aquatic plants in rmanagenent efforts

El odea surveys have been done in Sand Lake and in Al exander
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Lake. In an effort to stop the spread of Elodea the Division of
Agriculture has quarantined five aquatic species that are
considered to be of risk and related to the El odea famly.

1: 22: 11 PM

M5. HAVEMEI STER stated that the Agricultural Revolving Loan Fund
[slide 11] is housed within the Division of Agriculture. The
fund provides noderate interest rate loans to the agriculture
community. The fiscal year 2014 year-end financial report shows
the fund equity at $22.6 million, an increase of $203,000 over
fiscal year 2013. At year end the fund had $7.5 mllion
avai l able for cash for loans. In fiscal year 2014 fifteen | oans
were approved worth $1.5 mllion. The current default rate is
2.98 percent, with 83 borrowers |ocated throughout the state.
The fund has celebrated 61 years of continued service. In
fiscal year 2014 the M. MKinley Mat & Sausage Conpany, an
asset of the Agricultural Revolving Loan Fund, reported its
first profit, which was $42, 488. She noted that this facility
is the only US. Departnment of Agriculture (USDA) slaughter
facility located in Southcentral Al aska. In cal endar year 2013
the facility slaughtered just over 950 aninmals. She pointed out
that a USDA stanp is required to nove any product into comrerce.

1: 23: 40 PM

REPRESENTATI VE HAWKER understood the division's nunbers are not
audited, but said they are the only nunbers he has to work wth.
Noting that the revolving | oan reported a fiscal year, June 30,
2014, profit of $42,488 [for the M. MKinley Mat & Sausage
Conpany], he said he has concern because the nonth of June al one
was $43,000 of the $42,000 profit. He asked what happened in
June to suddenly go from a break-even year to a profit.

M5. HAVEMEI STER replied that that was the year-end fiscal report
and she would have to look at the report to see if that $43, 000
cash profit was nade in that year.

REPRESENTATI VE HAWKER noted M. Haveneister's use of the word
"cash" and asked whether these statenments are prepared on a cash
basis or on an accrual basis that matches revenue and expenses.

M5. HAVEMEI STER apol ogized and offered her belief that the
statenents are done on an accrual basis.

REPRESENTATI VE HAWKER said he has concerns about these because
in COctober 2014 there is a loss of $36, 000. Ear ni ngs reported
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through the first four nonths of fiscal year 2015 show a $19, 000
profit. The making of all the profit in one nonth, he said

makes him want to understand what is behind those nunbers. He
further noted that June's revenue for sale of products was
$230, 000 which is $90,000 for that nonth over what the average
was of the entire year, which seens |ike unusual nunbers. I n
June alone the total reported revenues were at 121 percent of
cost; all of the last fiscal year revenues exceeded expenditures
by only 102 percent, so it is a nove from 2 percent to 21
percent in one nonth. He requested a better explanation on
whether the M. MKinley Mat & Sausage Conpany has really
turned the corner and whether solid profits can be expected into
t he future.

MS. HAVEMEI STER agreed to provide the requested information and
noted that all of this revenue was run through financial
services at the Departnment of Natural Resources.

1:27:11 PM

M5. HAVEMEI STER resuned her presentation, noting that the Al aska
G own Program [slide 12], launched in 1985, has one of the nost
recognized logos in the state; for exanple, the Al aska G own
|l ogo can be found on apparel in airports as well as places in
the Lower 48. Currently, 650 farns are participating in the
Al aska Grown Program The Restaurant Rewards Program was set up
using the Specialty Crop Block Gant Program and offers a
percent of reinbursement to restaurants that utilize and source
Al aska G own products. Over this past year 29 restaurants
participated in the program in Anchorage, Fairbanks, Denali,
Honer, Pal ner, and Valdez. Under the Chef at the Market Program
the division offers, through a grant, the opportunity for chefs
to go to local markets and use local products sold at the
markets to show how that product can be prepared. Six chefs
were involved in that program and they hosted thirty-seven
events that year in Anchorage, Palner, Fairbanks, Kenai, and

d ennal | en. Farmers Markets have increased substantially over
the last 7 years - in 2007 there were 7 markets throughout the
state and now there are 41. Farnmers Markets are a great

opportunity for both |arge-scale and snmall-scale producers to
nove their products and are also a great way to connect the
consuner with the producers. The division has worked through a
cooperative agreenent with the Departnment of Health and Soci al
Services to pronote the acceptance of Supplenental Nutrition
Assi stance Program (SNAP) benefits and of the 41 markets, 11 now
accept SNAP benefits. This is an excellent way to get |ow
income famlies to healthy whol esone food.
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1: 29: 00 PM

M5. HAVEMEI STER said the division publishes the Al aska G own
Source Book every other year through Specialty Crop Bl ock G ant
Program noney. The 2015 source book includes 250 farnmns. Far s
must re-apply every other year to be included in that program
SO just because a farmis in the Al aska G own Program does not
mean an automatic re-entry. The division has effectively used
social nedia, with a very strong follow ng of over 30,000 I|iKkes,
and one single post that had a reach of 199, 000. She said the
Farm To School Program was recognhized for its contribution to
the public's health and health educati on. In January 2014 this
program recei ved the Al aska Comunity Service Award for Health.
Qutreach and communication to schools has been stepped up and
there is close work with school nutrition directors and school s
as a whole to educate the state's youth on the benefit of eating
healthy food as well as sourcing |ocal food. School gardens
have increased 11 percent over the past year, and 75 percent of
the state's schools report involvenent with the Farm To School
Pr ogram One- hundred percent of schools have received Farm To
School Program education material. One- hundred percent of
school districts have indicated that they have served a form of
local food; a local food does not have to be necessarily an
Al aska Grown product - it can be sonething like fish or anything
that is grown in the comunity. The Alaska G own Produce
Avai l ability Chart was created; it focuses on the school year to
educate schools on what may be available in each school's area
or within the state that could be sourced through the schools.
Mul tiple school kitchen tours have been hosted for farners to
nmeet the school kitchen staff. The division also hosted the
Farm To School Conference in January [2015], connecti ng
nutritional service directors with farmers. That conference was
attended by 129 people representing nearly 40 communities. I n
the conference evaluation responses, 80 percent of the schools
said they will be starting or expanding Farm To School efforts,
95 percent of producers who responded said they planned to sell
nore products to the schools, 95 percent of school food service
staff plan on buying nore |ocal product, and 99 percent said
they will be integrating nore Farm To School concepts into their
curricul um Thus, this program has done an exceptional job in
its outreach and educati on.

M5. HAVEMEI STER, responding to Co-Chair Talerico, stated that
the division has had sonme involvenent wth the greenhouse
project at the Tok school. She said the division is currently
partnering wth the Al aska Energy Authority (AEA) on a grant
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application for funding to wite a manual on biofuel greenhouse
producti on.

1:32: 46 PM

IVS. HAVEMEI STER reviewed the nultiple inspection services
provided by the Division of Agriculture [slide 13]. Expor t
certification is required for products entering into foreign
mar kets, she said. For exanple, to neet China's restrictions on
seed potatoes <comng into that ~country, a phytosanitary

certificate nust be witten assuring that all of those
requi renents have been net. Phytosanitary certificates are al so
issued to export tinmber into Korea and China, which involves
extensive inspection as well as oversight fum gation efforts.
Phytosanitary certificates were issued for over $118 mllion of
[ exported Al aska tinber and agriculture products]. The division

is working wwth the peony producers to address any disease or
pests, although they are just small-scale exports at this tine.
Potato seed certification is done on a voluntary basis by those
interested in growng certified seed. Division inspectors are
in the field twice a year looking for diseases of concern and
assuring that stock in the ground neets the disease tolerances
allowed in the certification program The division also conducts
bin and storage inspections and issues certified seed tags to
t hose producers whose crops have nmet the tolerance levels. Al
seed for sale in the state of Al aska nust be certified. In
response to Representative Tarr, M. Haveneister confirmed that
growers pay a fee for the certification service they receive.

M5. HAVEMEI STER noted the division has conducted food safety
audi t s. The division is working closely wth the agriculture
community in getting their product sourced into the schools.
This is a voluntary programas well. The Farm To School Program
created the School Garden Food Safety Guidelines and conducted
nine on-farm food safety audits. The Cooperative Agricultural
Pest Survey (CAPS) is a program where the division inplenents
USDA pl ant protection projects and conducts surveys for pests of
concern to the USDA Much of this is negative data, she said,
but negative data is very inportant when exporting. Negati ve
data neans not finding a pest.

1: 35:12 PM

REPRESENTATI VE JOSEPHSON requested further breakdown of the $118
mllion as to how nuch of the export certification is tinber
versus other agricultural products. He said he is curious about
whether it is comng fromstate forest or private inhol dings.
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V5. HAVEMEI STER agreed to get this information to the commttee.
1:35:53 PM

M5. HAVEMEI STER returned to her presentation, explaining that
many times a USDA grade inspection and certification is done on
a quality issue. For exanple, if a store or wholesaler calls
wth a quality issue, the division's inspectors go inspect that
pr oduct . If that product is not up to USDA standards a paper
will be issued that will stand up in court. This provides the
store with further assurance that it wll be getting product
that nmeets the quality standards.

M5. HAVEMEI STER said the division's Agriculture Land Program
[slide 14] works cooperatively with the D vision of Mning, Land
and Water on area plans designating areas with suitable soil for
agriculture. In 2014 the division sold 100 acres of agriculture
land and interest in agriculture |land sales continues. A bridge
across the Nenana River is being built, so progress is being
made in accessing agriculture land there, which the division is
| ooking forward to. Responding to Representative Talerico, she
of fered her belief that about 130,000 acres of agriculture |and
woul d be accessi ble once the bridge was built.

1: 37: 09 PM

REPRESENTATI VE JOSEPHSON recalled that in the early 1980s during
the Hamond Administration there were aggressive efforts to
create a farmng industry which resulted in notorious problens
and litigation. He asked whether the division's focus is that
pro-active or is less assertive - waiting to see how the
i ndustry devel ops but |ending a hel ping hand.

V. HAVEMEI STER replied that in the 1980s the Al aska
Agricul tural Action Council hel ped develop the Delta agriculture
project as well as Point MKenzie. The division is very nmuch
taking a look at this cautiously, she continued, and she
personally has no desire to see nore producers nove forward and
fail at their endeavors. Responding further, she concurred that
the division is being nore increnental than having |ofty goals.

1:38:42 PM
MS. HAVEMEI STER resuned her presentation, saying the Agriculture

Land Program includes agriculture |and managenent in which the
di vision provides technical assistance to producers wth a state
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farm conservation plan and assisting with grazing managenent
pl ans. The division conducts clearing requirenents which are
required on an agriculture land sale. For exanple, the 100
acres sold in 2014 has 40 acres determned to be agriculture
land and, of that, 10 acres is required to be cleared within 5
years. Division staff verifies that those clearing requirenents
have been nade prior to it going to patent. The division also
provi des assistance to agriculture |land owers on a variety of
issues and the division continues to research potential areas
for agriculture permts.

REPRESENTATI VE TARR of fered her appreciation and support for the
Al aska Farm and Trust Corporation that is working to preserve
sone of these valuable lands, particularly with the residentia
growh that is occurring in the Mtanuska-Susitna Valley. She
inquired whether the division is working with the trust to
preserve sone of those |lands and further inquired whether any of
the lands are prioritized as nore val uabl e by the division.

MS. HAVEMEI STER responded the division is in conmunication with

the trust. While division staff provides mapping on soils of
interest and concern to the trust, the division's prograns are
separate. It is inmportant to know, she explained, that when the

division sells land for agriculture purposes, that agriculture
covenant is in perpetuity; whereas the Farm and Trust is putting
on covenants after the fact that are fee sinple.

1: 40: 27 PM

M5. HAVEMEI STER turned to slide 15, stating that the division's
i ndustry support includes education and outreach to youth.
Because the average age of Alaska farnmers is 57.1 years, the
division is trying to increase interest in the state's youth to
come back to the farm or to introduce them to what farmng is.
The division partners with Agriculture in the C assroom Future
Farmers of America (FFA), 4-H, Teacher Education, and youth
education events. She pointed out that children are now two or
three generations renoved fromthe farm so it is inportant they
understand where their food cones from For exanple, she has
children visit her farm and sonme of them have not known that a
carrot comes fromthe ground or that a cow gives mlKk.

1:41: 30 PM
REPRESENTATI VE COLVER comented that he did not hear nention

that the nmantra for the Dvision of Agriculture is food
security. Wthout ships going back and forth to western
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Washi ngton, he said, Alaskan stores would be enpty. During his
recent visit to Hawaii there was a tidal wave warning and the
line for gas was a mle long and the stores were cleaned out of

food and water in about two hours. Food security is inportant
if Alaska has a natural disaster and until then Alaska wll not
know just how inportant it is. Additionally, [agriculture] is

also a very inportant private sector industry that is thriving
and grow ng. A nunber of small markets in Anchorage encourage
entrepreneurs to market their Al aska grown produce or other
things that they make or nanufacture. Thousand-acre farns are
not what is working in Alaska, although there are a few Fi ve
to ten acres of high-value produce, such as strawberries,
zucchini, target specific markets and provide a good living, so

this is happening. A certified USDA slaughterhouse is
i nportant, he continued. An audit that was performed called
into question that [the slaughterhouse] is conpeting with the
private sector. However, no private sector partner is stepping

up to take over that role and wi thout that blue USDA stanp on
livestock there is no industry. Wiile [the slaughterhouse] is a

corrections industry, it is part and parcel of the state's
agriculture industry. He requested Ms. Haveneister to address
the inportance of that facility to the industry and why it needs
to be supported until another entity steps up to take over that
servi ce.

M5. HAVEMEI STER answered Munt MKinley Mat & Sausage Conpany
is the only USDA certified slaughter facility in Southcentral
Al aska. It provides the USDA stanp that is necessary to nove
any product into commerce. That facility serves the industry
fromas far away as Kenny Lake, Delta Junction, Kenai Peninsul a,
Tal keetna, and further. The Board of Agriculture has struggled
with this issue for nmany, many years. However, the private
sector has not stepped up at this point, nor has private sector
cone forward and nmade an offer to the board to nove it in that
direction. She said she is aware that the Kenai Peninsula is
| ooking at options for starting nobile slaughter facilities and
the division has provided information in this regard. So, while
there is a little bit of private sector interest, no one has
stepped up at this point to fill that need.

1:46: 19 PM

REPRESENTATI VE CCOLVER inquired whether the facility broke even
this year.

REPRESENTATI VE HAWKER explained that the financial statenent
showed a profit of $42,000 for the year end of June 30, 2014.
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However, $43,000 of that profit was reported for the single
mont h of June. The proportions of the revenues year-to-date and
the proportions of the revenues and expenses for the nonth of
June were very disproportionate to those reported for the entire
year. He said he has therefore requested the division to
provi de answers to his questions so he can be confortable as to
whet her those statenents are reliable given they are not subject
to a true financial audit.

1: 47: 37 PM

M5. HAVEMEI STER, in response to Representative Seaton, confirned
that the division's [fiscal year 2015 operating] budget is $7.7
mllion, of which $2.5 nillion is the Agricultural Revolving
Loan Fund (slide 4).

REPRESENTATI VE SEATON observed from slide 11 that the revol ving
| oan fund approved 15 loans totaling $1.5 mllion or $100, 000
per | oan. He asked what the diversity of those loans is and
whet her, over time, an increasing or decreasing percentage of
the loan fund is being | oaned out.

M5. HAVEMEI STER responded the majority was farm devel opnent
| oans, second was operating |loans, and third was chattel | oans.
There continues to be sufficient cash available and there has
never been an instance where a |loan couldn't be approved due to
a lack of cash.

1:48: 54 PM

REPRESENTATI VE TARR understood that if Al askans spent just $5
every week for Alaska G own products it would bring hundreds of
mllions of dollars of econom c developnment to the state. She
requested further information in this regard.

M5. HAVEMEI STER recalled reading that information, but said she
does not have the nunber in her head. The division is always
pronoting people to purchase Alaska G own. Regardi ng food
security, she said it nust be understood that if there is not a
mar ket for that product, [the state] may be food secure for a
year. But, a farmer is not going to grow product just for the
sol e purposes of meking the state food secure, there has to be a
market for that product. She recalled that [the $5] was a
Facebook post that went viral. People were hoping to educate
people on the value of even spending $5 a week nore on Al aska
Grown products and the overall return that that would be to the
state, including increasing food security.
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1: 50: 14 PM

REPRESENTATI VE SEATON drew attention to slide 8 and noted that
on the Kenai Peninsula the Departnent of Transportation & Public
Facilities is clearing roadways pretty far back, but there is
contention that this attracts npose for foraging. He asked
whether the Division of Agriculture is working wth the
Departnent of Transportation & Public Facilities to determ ne
whi ch grasses are not preferred by noose and could be used al ong
road rights-of-way so as not to attract npose.

M5. HAVEMEI STER answered that her staff does work closely with
the Departnment of Transportation & Public Facilities, but she
has not been brought into the conversation about grasses not
preferred by noose. She said she will followup in this regard.

1: 51: 35 PM

REPRESENTATI VE SEATON t hanked Ms. Haveneister for the division's
guarantine on Elodea and said the rehabilitation of |akes on the
Kenai Peninsula is |ooking good. He inquired what people should
do if they see Elodea for sale in a pet store. He further noted
that there are no notices anywhere about disallowed species or
where to report them

M5. HAVEMEI STER confirnmed the division's issuing of a quarantine
and said the division has sent notices to all the pet stores
within the state. She said division staff frequent sone of the
pet stores, although she cannot say every pet store has been
vi sit ed. As well, the division works with other interested
private sector, quasi-state, agencies that have people on the
ground. The Plant Materials Center web site has a notice where
peopl e can report sightings or they can call in any sightings
The division tries to get soneone there to take a ook within 48
hours of receiving a report.

REPRESENTATI VE SEATON asked whether people could take a picture
and send that in.

M5. HAVEMEI STER replied that the division does frequently get
photos, not so nuch taken at pet stores but nore from box stores

where people find invasive species in plants. A substanti al
amount of photos are received from people who have taken
pictures wth their "smart" phones and are requesting
identification of a plant. People can also call the division.

She said her staff is very responsive in getting back to people.
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She offered to | ook at whether the division has a link to which
a photo can be sent that then goes to staff.

1:54: 32 PM

REPRESENTATI VE SEATON asked whether agricultural loans for
mari j uana have been received.

M5. HAVEMEI STER responded that none have been received at this
time, but internal discussions have been started as to whether
the Division of Agriculture will be doing marijuana | oans.

REPRESENTATI VE SEATON i nquired whether it would be the Division
of Agriculture, Departnent of Environnmental Conservation (DEC),
or another agency that would do the nonitoring and testing of
[marijuana] concentrations in a food source.

M5. HAVEMEI STER answered that currently the division does not
have any oversight of food; the division deals with agriculture
USDA quality inspections. She said her assunption is that it
woul d fall under DEC. VWil e she has talked to her staff about
seed, she does not yet have an answer about how the Division of
Agriculture would be involved if there is a certified seed.

REPRESENTATI VE HERRON asked whether marijuana is going to be
inventoried in the Plant Materials Center.

M5. HAVEMEI STER replied it currently is not, and is a topic that
will have to be discussed further.

1: 57: 08 PM

REPRESENTATI VE HAVKER queried whether the Agricultural Revolving
Loan Fund's current default rate of 2.9 percent is nunber of
| oans or principle bal ance.

M5. HAVEMEI STER offered her belief that it is principle balance
and said she will get back to the conmttee in this regard.

REPRESENTATI VE HAWKER said that would be inconsistent with the
June 30 annual reporting graph he saw on the division's web
site, which shows sonething between 10 and 15 percent in
del i nquent and default as far as principle bal ance.

MS. HAVEMEI STER reiterated she will get back to the commttee.
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CO CHAIR TALERICO offered his appreciation for the information
about Nenana, saying it wll be great to have access to this
enor nous anount of property. He further remarked about how good
it is to be educating kids.

The commttee took an at-ease from1:58 p.m to 2:00 p.m

Departnent of Natural Resources, Division of Parks & Qutdoor
Recreati on

2: 00: 18 PM

CO CHAI R TALERI CO announced that the next order of business is
an overview by the Departnent of Natural Resources, Division of
Par ks & Qutdoor Recreation ("Al aska State Parks").

2: 00: 24 PM

BEN ELLIS, Drector, Division of Parks & Qutdoor Recreation,
Department of Natural Resources (DNR), first pointed out that
the photograph on the cover slide of his Power Point
presentation is of the new Anericans Wth Disabilities Act (ADA)
accessible trail in the K esugi Ken Canpground, l|ocated in the
South Denali Visitor Center Conplex. Turning to slide 2, he
noted that Alaska's state park system is the largest in the
nation and is vast, diverse, unique, and popul ar. Wood- Ti kchi k
State Park, at 1.6 mllion acres, is the nation's |largest state
park and Chugach State Park is just one or two acres shy of half
a mllion acres. One of the smallest parks is the House of
W ckersham State Hi storical Site on about one-half acre. So, he
said, there is a diverse challenge as far as nmanagenent.

MR. ELLIS noted that slide 3 is the centerfold of the Al aska
State Parks brochure. The brochure depicts seven park units,
but now there are six units, he pointed out. This is because
Whod-Ti kchik State Park and Chugach State Park have been
conbined into one unit for purposes of ensuring that division
staff is addressing issues in various areas as needed. Most of
[ Whod- Ti kchi k' s] bookkeeping and admnistrative work is being
done out of Anchorage, which frees of up the rangers to provide
servi ce. In winter the division brings back one Wod-Tikchik
ranger to focus on the Chugach area because the use in Wod-
Ti kchi k drops drastically during the wi nter nonths.

2:02: 59 PM
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MR. ELLIS turned to slide 4, stating that 75-80 percent of the
division's operating budget falls into the category of Field
Qperations, and is supported by the general fund, program
recei pts, and vehicle rental tax funds. The Admi nistration and
Grants Section provides support for all of the areas within the
division, and is primarily funded through federal funds, wth a
smal | anmount of general fund and program receipts. The Ofice
of Boating Safety does outstanding work in providing information
and saving lives, especially children. The other sections are
the Ofice of H story & Archaeology, the Alaska Trails Ofice,
and the Design & Construction crew.

MR. ELLIS said the parks managenent and access budget of just
over $14.1 mllion, shown on slide 5, is everything except for
the O fice of H story & Archaeology, which has its own budget

conponent . O the $14.1 nmillion, $7.6 mllion is focused on
field operations, the area that nost people think of as Al aska
State Parks, such as canpgrounds and trails. He expl ai ned that

the Design & Construction elenment shown on slide 5 is nore of an
enterprise organization - of the 16 or 17 people in this area,

only about 1.5 personnel are funded by the general fund. From
the various contracts had with parks and other agencies, this
element may be working on about $31 mllion-worth of projects

t hroughout the state over about a three-year period of tine.
This element is a huge enterprise action within Al aska State
Parks, but it is used by a nunber of agencies.

2: 05: 44 PM

MR, ELLIS reviewed the Field Operations Section [slide 6],
reporting there are 81 permanent staff nenbers and 13 non-
per manent staff. However, he pointed out, for every one Al aska
State Parks worker, there are eight volunteers who make up the
servi ce conponent, and the division could not provide the |evel
of service that it does wthout its volunteer corps. These
vol unteers are key to the canpgrounds, restroons, trails, and 17
advi sory boards around the state. Alaska State Parks deals with
many things, including 124 park units, 71 canpgrounds, and 900

mles of maintained trail. He drew attention to the pie charts
depicting the Field Operations budget [of $7.6 mllion] and the
program receipt revenue [of $2.6 nmillion], which are the fees
char ged. Those fees are paid into the general fund and then

reinbursed to Al aska State Parks through an agreenent that cones
fromthe legislature for general programreceipts, he expl ai ned.

MR. ELLIS rem nded nenbers of |ast year's discussion about park
fees [slide 7]. Fees had not been raised in 10 years and there
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had never been a systematic analysis of the fees and where they
were in relation to other fees or to other state parks. Last
year the legislature sent a very clear nessage that it would
like to see those fees increased to pay nore for the operational
part of Alaska State Parks, and |awrakers replaced $250, 000 of
general fund noney with $250,000 of program receipts. In My
2014 the division increased its public use cabin fees. The old
fee structure had a prine tine and an off-season time for cabin

f ees. It was determned that this did not nmeke sense because
some cabins received the nobst use during the winter, a tine
consi dered off-season. So, the division just set fees and

raised these fees by an average of $10 [per night] per cabin
The only thing not raised was the $5 per day fee for car parking
in parking lots that have enhanced facilities such as restroons
and trails. The division wanted to keep access to the parks
avai |l abl e and not have a price-point cutoff so as to ensure that
anyone wanting to get out and use those facilities could use
those facilities.

2:10: 20 PM

MR. ELLIS explained that the bar chart on slide 8 depicts [ast
year's fees in blue, the current fees in red, and in green is
the amount to which he has the authority to raise those fees.
The figures shown for boat |aunch, day pass, canping pass, and
public use cabins are averages because some |ocations are nore
expensi ve than ot hers.

MR. ELLIS reviewed the revenue generated by park fees [slide 9],
noting that the blue bars on the chart depict the revenue
received in [fiscal year 2014]. He said state park attendance
has been fairly steady at about 5 mllion visits [per year] for
the last four or five years, and each year wusually has an
anomaly such as a fire or flooding that closes canpgrounds or
trails. To project revenues for fiscal year 2015 [red bars],
the division used a steady attendance and found that about
$500, 000 nmore woul d be generated in fiscal year 2015. Poi nti ng
out the colum | abeled "carry forward", he explained that Al aska
State Parks is one of the few divisions allowed to carry over
the nmoney that it has in its pocket from one year to the next.
The legislature gave the division this opportunity because July
1 is right in the mddle of the division' s season. To be able
to have the funds, especially dealing with program receipts, the
division needs them earlier in the year than July 1. The
projected carry forward of about $500,000 for fiscal year 2015,
as conpared to about $300,000 for fiscal year 2014, may seem
like a lot. However, it nust be remenbered that the division is
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al ready using $250,000 of that money from |ast year in program

receipts to fill in. The division feels confortable carrying
over somewhere between $150,000 and $250,000 a year, since this
has been the division's historic average. It is the division's

bank account in case there is a sumer that is rainy, or has
fires, or sonething else that tanks the revenues.

2:14:10 PM

MR, ELLIS turned to slide 10 to discuss field operational
expenses versus the revenue coll ected. In [fiscal year] 2005,
the revenue was 41 percent of the operating expenses for parks,
canpgrounds, and so forth. In [fiscal year] 2013, revenue
dropped to 35 percent of the operating expenses. In [fiscal

year] 2014, revenue was 33 percent of the operating expenses.
This is because revenue was remaining flat while operating

expenses were clinbing. A stringent nmanagenent process on
expenses is being inplenented by the division because it doesn't
help to raise fees if nore noney keeps being spent. Wil e the
di vision cannot control the cost of services such as punping
out houses, it can control what it spends itself. Those
decisions used to be in the area office, but now they are in the
director's office, and expenses wll likely becone flat-lined.

For [fiscal year] 2015, the division projects that revenue wl|l
cover 44 percent of the operating expenses, and for [fiscal
year] 2016 that revenue will cover 50 percent of the operating
expenses. The division hopes to do even better and is therefore
| ooki ng at other options as well.

REPRESENTATI VE TARR shared that she included information about
the fee increases in her newsletters so the public would not be
surprised and her office did not receive any negative responses.
She asked whether the division heard any conplaints and whether
there was any drop in visitor nunbers.

MR. ELLIS replied that when increasing fees the division was
very sensitive to not over-price itself out of business and to
consider that the division is a service to the people of the
state to access their own |and. He reported that the division
has not received any negative comment. Peopl e understand t hat
these fees and increases are going back into the facilities and
t heir managenent, and peopl e support that.

2:18: 38 PM

MR. ELLIS stated that Design & Construction is nore of an
enterprise project [slide 11], with only 1.5 of the staff, the
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chief and the administrative assistant, paid out of the genera
f und. He explained that this section wirks the state parks and
the deferred nmaintenance and capital prograns, as well as works
a nyriad of state and federal offices in designing and executing
oversight of projects. For exanple, if +the Departnment of
Transportation & Public Facilities wants to do a small road, it
calls the Alaska State Parks' contractors. A rifle range
created this past year in the southcentral area was designed by
Design & Construction. Additionally, Design & Construction
works with the US Fish and WIldlife Service, the Al aska
Departnment of Fish & Gane, and boat ranps. Money is generated
by Design & Construction; for exanple, 25 contracts worth $2.48
mllion were awarded to outside private contractors in fisca
year 2014.

REPRESENTATI VE JOSEPHSON remarked that this seenms |ike a
busi ness enterprise. He asked whether the division is charging
these services at cost and whether this is designed to keep
consi stency to the designs of cabins and | andscapi ng pl ans.

MR ELLIS replied that, by statute, a profit cannot be charged.
Time and effort are charged, which is how staff is funded. He
posed an exanple of a canpground upgrade in which a contract is
awarded to Contractor X A Design & Construction engineer or
engineer in training would be on site to confer wth the
contractor to ensure that the state's investnment is carried out.
The tinme the engineer is on site or working on the design is
paid for by the particular contract to that canpground. Desi gn
& Construction also provides interpretive information, such as
signage and brochures, for the US. Fish and WIldlife Service
and the Al aska Departnent of Fish & Gane. So, consistency is
provi ded for within whatever agency is being dealt wth.

REPRESENTATI VE JOSEPHSON remarked it surprises him that the
National Park Service (NPS) wouldn't have a sense of what it
wants to do.

MR. ELLIS responded it isn't that NPS doesn't know what it wants
to do. For example, there mght be a scenic byways grant that
goes through NPS as the agency. The NPS would contract the
division's interpretive group to go along and do workshops
besi de, say, the Parks Hi ghway, and create a report or docunent
that would be used by the NPS to justify the Parks H ghway as a
sceni ¢ byway.

2:23:18 PM
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MR. ELLIS noved to slide 12, noting that the Al aska Trails
Ofice has two full-tine and two part-time staff and currently
has two grant prograns. The federally funded Recreational

Trails Grant Program is a grant program of $1.5 mllion. He
rem nded nenbers that in last year's capital budget, $200, 000
was added to the Al aska State Parks program so it could continue
this. So, basically, the state |everaged $200,000 to get $1.5
mllion fromthe federal government. Half of this goes to |oca

trail organizations through grants and the other half goes to
Al aska State Parks for rehabilitating trails. Funding for the
second program the SnowlTRAC program has been renoved from the
current [state] budget. SnowTRAC provides nostly grooming for
trails in Southcentral, Northern, and sone in Southeast. A snow
machi ne registration fee is collected by the Division of Mtor
Vehi cl es (DW). There is no statute that says DW should turn
that noney over to Alaska State Parks for this program it has
al ways been gentlenen's agreenent since its creation 12 years
ago. Unl ess redirected to another agency, he anticipates that
SnowTRAC will go away after this wnter. The Alaska Trails
Ofice participates in the First Day H kes program that is
across the nation, getting people outdoors on January 1. There
is also Trails Celebration Day and getting people outdoors and
on trails to inprove their health

2:25: 39 PM

MR. ELLIS addressed the O fice of Boating Safety program [slide
13], noting that this outstanding program is recognized
t hroughout the U. S The [life jacket] |oaner boards provided
for the Kids Don't Float education program has been unbelievably
successful . There has been a canpaign to focus on those that
are above the teenage years to wear float coats or jackets, and
i ncreased conpliance rates for adults are being seen.

MR. ELLIS turned to slide 14, pointing out that the budget of
$2.5 mllion for the Ofice of Hi story & Archaeology is nostly
federal noney, so this office is not included as a conponent of
the division's budget. This office annually reviews about 2,600
projects for inpacts on cultural properties, and it is the
reservoir for the Al aska Heritage Resource Survey, a statew de
inventory of historic, ar chaeol ogi cal , and pal eontol ogi ca
sites.

MR, ELLIS rem nded nenbers that [fiscal year 2015] funding was
provided for a pilot Artist-in-Residence program [slide 15],
which follows on the very successful Arts in the Parks
Initiative. The pilot project will be kicked off this sumrer.
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It will be very nodest with four to six Alaskan artists chosen
to spend about two weeks at the G uening cabin. Each arti st
will then hold a workshop for the public and wll donate one
piece of art to the division for wuse in pronoting Al aska's
beauti ful areas.

2:29:01 PM

MR, ELLIS addressed the South Denali Visitor Center Conplex
Initiative [slide 16], drawing attention to a briefing paper
included in the conmttee packet. Oiginally, he explained, the
focus was to build the visitor center first and let everything

el se shake out as it can. In 2012 the division flipped its
focus and made Phase One be the K esugi Ken Canpground that is
| ocated about 1.5 mles into Denali State Park in the South

Denali Visitor Center Conplex. This canmpground will have RV
canping with electrical hookups, a walk in canpsite area, a day
use area, hiking trails, a ranger contact station, and two
public use cabins. The RV canpground is about 90 percent done.
Thr ee- phase power was run about 20 mles up the Parks Hi ghway,
el ectrifying nostly borough | and al ong the highway for potenti al
econonmi ¢ devel opment from Trapper Creek on up. Phase Two is
currently on hold. The funding used so far has been a "35, 000-
foot view' to look at a visitor center at sone point in the
future. If it becones a priority and econom cal, nothing wll
be lost from what has been done so far, but for now it is
shel ved, along with the road going to the top.

2:31:21 PM

MR. ELLIS pointed out that challenges facing the division
i nclude increased public demand [slide 17]. The division is
constantly assessing its staff and noving its resources around
to ensure that the best service possible is being provided
wi thout having to knock on the legislature's door asking for

nore peopl e. Al aska State Parks has $62 million in deferred
mai nt enance and it accrues at about $3 million a year. Wthout
the capital projects those deferred mai ntenance needs will grow

For its construction work, the division |ooks at about a three-
year timespan from the time the legislature appropriates the

nmoney to when the project is done. This neans that for this
summer the division will have a capital inprovenment project in
the pipeline, and the same for next year. He said he thinks

that the enterprise unit is pretty safe for the time being
because he anticipates that the other agencies the division uses
will pick up the slack because those agencies want the division
to do nore than it can do now.
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MR. ELLIS highlighted the division's areas of excellence [slide
18] . He said Design & Construction averages $7-$10 mllion
worth of projects per year; volunteers are recruited, hired, and
trai ned; and the Facebook page for Al aska State Parks has 1,998
likes. The division is working with the Departnent of Conmmerce,
Community & Econom c Devel opnent to get out the nessage of parks
through advertising given the division has no advertising or
mar ket i ng budget.

MR, ELLIS displayed a photo of fighting bull noose [slide 19]
and of a canper in her tent [slide 20] while urging nenbers to
remenber to cone visit Al aska's state parks

2:34:19 PM

REPRESENTATI VE TARR inquired whether the division has a list of
what the $62 mllion in deferred maintenance represents. She
surm sed the division has prioritized that |ist. She further
i nquired whether any parks wll have to be closed due to not

enough nmai nt enance dol | ars.

MR. ELLIS answered that he currently does not anticipate closing
any facilities. He said the division has a book that Ilists
every deferred naintenance project and the book is updated every
six nmonths. The book goes out to the region and the region has
the ability to re-prioritize what that list is and to add any
new things that have cone on |ine. Emer gency mai ntenance for
sonmething like a roof collapse would definitely rise to the very
top of the list and beconme energency funds and the division
woul d cherry pick off the things that had already been approved
in the budget in order to fix the emergency. Whil e estimates
for all projects are included in the book, a new estimte would
need to be done for those that have been on the list for a |long
while and then rise to the top. He pointed out that when a
canpground is rehabbed, attendance w Il increase the next year
because now the facility is nice.

2:36: 50 PM

REPRESENTATI VE HAWKER t hanked M. Ellis for a job well done and
for listening and working wiwth the people in his comunity which
i ncl udes Chugach State Park. Saying that deferred naintenance
is a big issue, he offered his hope that when submitting its
budget the division will focus on that deferred nai ntenance.
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REPRESENTATI VE  SEATON requested M. Ellis to provide a
conparison of the economcs of cabins and yurts in the parks,
the surveys of participants about how cabins and yurts conpared,
and what the division's future plans mght be in this regard.

MR. ELLIS agreed to provide the conmttee with that information.
He said the division has not added any new yurts, but new public
use cabins have been added, primarily on the road system in
areas that already have a canpground. The cabins are filling up
faster and faster. A change in the denographics using public
use cabins is being seen. It was thought that the nore cabins
built, the nore the division would catch up wth denand.
However, demand has increased because cabins on the road system
are being used nore and nore by the disabled since the cabins
are accessible. There is also increased use by young famlies,
especially mlitary famlies that have no clue about canping but
are being introduced to it. Additionally, yurts in renote areas
have been successful.

REPRESENTATI VE TARR, in regard to the division having no noney
for marketing, suggested that nenbers could help by including
that marketing information in their constituent newsletters.

MR. ELLIS thanked Representative Tarr for the offer. He said he
has seen information that was included in the division's
newsl etters to nenbers be subsequently included in constituent
newsl etters, which he appreciates. He agreed to provide nenbers
with any information that conmes up in this regard.

2:41:15 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 2:42 p.m
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