ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COWM TTEE
January 18, 2017
1: 00 p. m

VEMBERS PRESENT

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

VEMBERS ABSENT

Representati ve

Andy Josephson, Co-Chair
Geran Tarr, Co-Chair

Dean Westl ake, Vice Chair
Harriet Drumond

Justin Parish

Chris Birch

DeLena Johnson

CGeor ge Rauscher

David Tal erico

Chris Tuck (alternate)

COWM TTEE CALENDAR

OVERVI EW  DEPARTMENT OF NATURAL RESOURCES
- HEARD

PREVI QUS COMM TTEE ACTI ON

No previous action to record

W TNESS REQ STER

ANDREW MACK, Conmi ssi oner

Depart ment of Natural Resources

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided a Power Point presentation
entitled, "Departnment of Natural Resources Overview for House
Resources Committee, January 18, 2017."

ED FOGELS, Deputy Conmi ssioner
Ofice of the Conmm ssi oner

Depart ment of Natural Resources

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provi ded background information on
directors M. Keyes, M. Misch, and M. Ellis of the Departnent
of  Natural Resources, and answered questions during the
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Power Poi nt presentation entitled, " Depart nent of Nat ur al
Resources Overview for House Resources Commttee January 18,
2017."

ARTHUR KEYES, Director

Di vision of Agriculture

Department of Natural Resources

Pal mer, Al aska

PCOSI TI ON  STATEMENT: Provided information on the Division of
Agricul ture during a Power Poi nt presentation entitl ed,
"Department of Natural Resources Overview for House Resources
Comm ttee January 18, 2017."

JOHN "CHRI S" MAI SCH, State Forester and Director

Di vision of Forestry

Department of Natural Resources

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided information on the Division of
Forestry during a PowerPoint presentation entitled, "Departnent
of Natural Resources Overview for House Resources Conmttee
January 18, 2017."

BEN ELLIS, Director

Central Ofice

Di vi sion of Parks & Qutdoor Recreation

Depart ment of Natural Resources

Anchor age, Al aska

PCOSI TI ON  STATEMENT: Provided information on the Division of
Parks & OQutdoor Recreation during a PowerPoint presentation
entitled "Departnment of Natural Resources Overview for House
Resources Commttee January 18, 2017."

ACTI ON NARRATI VE
1: 00: 30 PM

COCHAIR GERAN TARR called the House Resources Standing
Commttee neeting to order at 1:00 p.m Representatives Tarr,
Birch, Parish, Talerico, Rauscher, Drummond, Johnson, Westl ake,
and Josephson were present at the call to order.

[Committee menber s descri bed vari ous nat ur al resour ces
activities and issues related to each of their districts. Co-
Chairs Tarr and Josephson provided nmenbers wi th organizational
information on the structure of the commttee.]

OVERVI EW  DEPARTMENT OF NATURAL RESOURCES
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1:17: 45 PM

CO CHAI R TARR announced that the only order of business would be
a Power Point presentation provided by the Department of Natura
Resources (DNR).

1:22:27 PM
ANDREW MACK, Conmi ssioner, Departnment of Natural Resources,

provi ded detailed background information on key staff nenbers
He then directed attention to a PowerPoint presentation

entitled, "Departnment of Natural Resources Overview for House
Resources Commttee January 18, 2017," and noted that the
presentation would include four parts: Part | would be a broad
overview on Alaska's resource base such as the resources that
are available and the state's obligation thereto; Part Il would
be an introduction of the divisions within DNR and information
on their recent activities; Part |1l would provide an update on

the Alaska LNG Project (AKLNG; Par t IV would be the
departnment's 2017 priorities and activities (slide 2).
Comm ssioner Mack pointed out that not included in the
presentation is DNR s responsibility to maintain the state's
position relative to the federal governnment and federal agencies
on issues such as land managenent, public |and orders, the
Nat i onal Petrol eum Reserve- Al aska (NPRA), and the proposed road
through the |zenbek National WIdlife Refuge. He reconmended
that another full ©presentation is warranted to discuss the
topics of land issues and | arge resource devel opnment projects.

1: 30: 24 PM

The commttee took a brief at-ease.

1:31:19 PM

COW SSSI ONER MACK informed the committee that a fundanental

principal of A aska is its responsibility to nmanage its |and
base; in fact, the state enconpasses 586,412 square mles, is

larger than all but eighteen sovereign nations, and has an
extensive coastline, three mllion |akes, and approximately 40
percent of the nation's freshwater. At statehood, Al aska was
granted approximately 105 mllion acres of Iland along wth

ti del ands, shore |ands, and subnerged I|ands, which add an
additional 60 mllion acres. He conpared the total |and nanaged
- in excess of 160 mllion acres - to an area approximtely
three tinmes the size of Owegon, which creates exciting
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opportunities, along wth obligations, responsibilities, and
guestions that are fifteen tines greater than those of any other

state (slide 3). Turning to the vast resource potential of oil
and gas, Conmi ssioner Mack said on the North Slope there is an
estimated 40 billion barrels of undiscovered conventional oil -
16 billion barrels of that is onshore in state and federal |and
- an estimted 24 billion barrels offshore, and an estinated
over 200 trillion <cubic feet of undiscovered conventiona
nat ural gas. He pointed out the premise for the natural gas

estimate is based on estimates for Prudhoe Bay and Point
Thonson.

1: 36: 27 PM

REPRESENTATI VE BI RCH asked whether the state is due any further
entitlements of | and.

COWM SSI ONER MACK responded that the state selected about 100
mllion [acres], wth about 5 mllion nore [acres] to be
selected, and has patented title to about 60 mllion [acres].
He explained that although there are federal barriers to the
state's plans in nmany areas, the state holds title to 60 mllion
acres, 40 mllion acres have been tentatively approved, and 5
mllion acres are left for selection.

REPRESENTATI VE BI RCH asked whether the state fornmally objected
to the "offshore designation ... [that] took a lot of our
of fshore potential away."

COWM SSI ONER MACK said yes, the state asserted its interest and
legally nom nated both the Beaufort Sea and the Chukchi Sea for
devel opnment under the Quter Continental Shelf Lands Act [of
1952] . He characterized the recent decisions affecting that
area as "very disappointing.” He concluded his discussion on
resource developnent on the North Slope, observing that there
are also conpanies that are interested in unconventional plays.
In Cook Inlet, significant undiscovered resources include 19

trillion cubic feet of natural gas, 600 mllion barrels of oil
and 46 mllion barrels of natural gas |iquids. Furt her nor e,
there are conpanies such as Doyon, Limted and Ahtna,

| ncorporated who are l|ooking for oil and gas in Mddle Earth
[areas of the state not on the North Slope or in Cook Inlet]

(slide 4). Comm ssi oner Mack continued, noting that the state
ranks in the top ten in the world for inportant mnerals
i ncluding coal, copper, |ead, and gold. He said DNR believes

that mning in Al aska has untapped potential and the departnent
works to ensure mning operations have a clear path, and opined
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that the state has a good relationship with mning regarding
safety. Al aska was ranked second for mneral potential in the
2015 Fraser Institute Survey of Mning Conpanies and has the
potential to lead the nation in mneral production (slide 5).

1:41: 36 PM

COWM SSI ONER MACK presented an organi zati onal chart show ng the
DNR comm ssioner, deputy conm ssioners, and division directors,
and which indicated that Deputy Conm ssioner Mark Wggin
presi des over the Division of GCeological & Geophysical Surveys,
the Division of Gl & Gas, and the Mental Health Trust Land
Ofice. Deputy Conm ssioner Ed Fogels presides over the
Division of Agriculture, the Dvision of Mning, Land & Water,
the O fice of Project Managenent & Permitting, the Division of
Forestry, the Division of Parks & Qutdoor Recreation, and the
Di vi sion of Support Services (slide 6).

CO CHAIR JOSEPHSON rel ated that the O fice of Project Managenent
& Permtting is now fully funded by devel opers, explorers, and
producers. For a later discussion, he expressed his interest in
| earning how this saves general fund (GF) dollars.

1: 44: 13 PM

ED FOCELS, Deputy Comm ssioner, Ofice of the Conmm ssioner, DNR
provi ded background information on Arthur Keyes, director,
Di vision of Agriculture.

1:45: 01 PM

ARTHUR KEYES, Director, Division of Agriculture ("DoAG'), DNR
informed the conmttee that the division provides |and sales,
| oans, and inspections, mnmanages the Alaska Gown program and
oversees other progranms related to the agricultural industry.
One of the sections of the division is the Plant Materials
Center (PMC), which is the sole source of native seed for the
state (slide 7). In 2016, PMC treated 657 surface acres of
El odea-infested waterways in Anchorage and in the Matanuska
Susitna valley (Mat-Su). He clarified that Elodea is an aquatic
invasive plant that causes problens for float planes, fish

species, and natural habitat. In addition, PMC produced 1,837
pounds of certified seed potatoes sold to producers in
Sout hcentral, Interior, Kodiak and Southeast Alaska, which
equals approximately $3 mllion in retail sales of mture

pot at oes. Finally, PMC processed over 177,000 pounds of grass
seed to revegetate and reclaim 3,900 acres of |and. M. Keyes
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said over the past three years, the division educated fourteen
communities and one hundred and seventy=five producers about
farm food safety practices, and opined farm food safety is one
of the largest chall enges facing Al aska's farners.

MR. KEYES continued, noting that the division conducted 350
field inspections of the tinber industry, seed potatoes, seed
grass, federal country-of-origin (COO audits, farmer's markets,
retail [sales], and farns. Also in 2016, the division
facilitated the transition of M. MKinley Meat & Sausage to the
private sector. M. Keyes explained that M. MKinley Mat &
Sausage is located in Palmer, is an asset of the Agricultural
Revol ving Loan Fund (ARLF), and is the only U S. Departnent of
Agriculture (USDA) approved slaughter facility in Southcentral.
The facility is used by farnmers statewide and is a vital piece
of infrastructure to the agricultural industry. M. Keyes said
that mllions of dollars in agricultural |oans are dependent
upon the aforenentioned facility [for repaynent] because the
pl ant provides the USDA stanp so that farmers' products can be
sold as a final cut of nmeat. He stressed the plant's inportance
to the agriculture community and for food security in Al aska;
however, ARLF took possession of the plant in 1986 and it

traditionally operates at a | oss. He pointed out that the
facility is a "hol dover” from Al aska Correctional Industries and
serves as a prisoner training business. The plant's annual

| osses of $100,000 to $150,000 are paid from interest paynents
farmers make to ARLF, thus no |losses are paid from unrestricted
general funds (UGF). In 2002 and 2006, the state issued a
request for proposal (RFP) for purchase of the plant, wthout
success. As director, M. Keyes released a new RFP in July 2016
and there were no valid applicants, but the RFP was anended in
response to the agricultural conmmunity, a qualified applicant
energed, and the applicant's proposal was accepted by the Board
of Agriculture & Conservation on Decenber 9, 2016. Currently,
the RFP is available for public comment, and M. Keyes expressed
his confidence in the pendi ng sal es agreenent.

1: 54: 51 PM

REPRESENTATI VE RAUSCHER asked about the public response to the
RFP.

MR. KEYES answered that the Board of Agriculture & Conservation
considered the plant a real estate asset but the public viewed
the RFP issued in July 2016 as "one-sided."” After review, a few
new i deas were i ncorpor at ed.
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REPRESENTATI VE RAUSCHER noted his district includes agricultural
| and.

REPRESENTATI VE PARI SH asked whether there are any protections in
place for the pricing of products, considering the fact that a
private owner may need to raise prices to neat producers to nake
t he busi ness profitable.

MR. KEYES agreed that prices could be raised; however, he
related that there has been "massive" growth in the livestock
i ndustry and another way to nmake a profit is to increase vol une.
Speaking from his experience as a business owner, he posited
that the facility under private ownership would increase its
vol une. He said, "I would expect it would be conpetitive and
remai n conpetitive for the producers.™

REPRESENTATI VE DRUMMOND recalled touring the plant and seeing
its products and prisoners processing neat. During the tour she
learned that if the plant under discussion were to shut down,
protein production in Southcentral would be destroyed due to the
di stances from other plants that can certify USDA, and also
conflicts with hunting seasons at the other two pl ants.

MR. KEYES said the other two aforementioned plants include wld
ganme processing in their business plans. |In fact, the other two
pl ants stop processing |livestock for two nonths during wild gane
season because livestock and wild ganme cannot be processed at
the sanme tine. Were it not for M. MKinley Mat & Sausage,
this period of closure would be devastating for the producers
[of livestock] due to the distance needed to travel to another
plant while one is shut down. He restated that recently the
volune of livestock processed through M. MKinley Mat &
Sausage has set a record, and a shutdown would force all of the
livestock to be processed in Fairbanks or Delta Junction,
adding, "I don't view it as feasible, [M.] MKinley Mats [&
Sausage] is vital."

REPRESENTATI VE DRUMMOND asked what percentage of neat sold
coonmercially in Alaska is processed at the M. MKinley plant.
She estimated the amobunt would be conparable to locally grown
food, which is about 5 percent.

MR. KEYES said he would provide that information.
REPRESENTATI VE RAUSCHER asked whether the reliance of 4-H [youth

organi zations] on M. MKinley Mat & Sausage was taken under
consi der ati on.
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MR. KEYES expressed his belief that the potential new owner is
supportive of 4-H.

MR, FOGELS added that two years ago a legislative audit of ARLF
said the state cannot hold and nanage assets.

CO CHAIR TARR offered to provide nmenbers further information on
the related legislative audit. Returning attention to the terns
of the RFP, she asked whether farners would retain access to the
facility throughout the transition to new ownership.

2:04:12 PM

MR. KEYES stated that one of the biggest problens with the RFP
issued in July 2016, was that it dictated certain policies to a
potential new owner. Interested parties infornmed the state that
it could not "[tie] soneone's hand® for the new owner to
succeed, therefore the restrictions were reduced. He pointed
out that a new owner will have to invest a |lot of noney in the
facility, and to be profitable, nust provide service to
everyone. M. Keyes redirected attention to DoAG activities in
2016, noting that ARLF - which was established in 1953 - nanaged

sixty-six loans for agriculture equipnent, property, and
activities, with a principal |oan balance of $7.69 mllion and
six new loans in 2016. In addition, the division |everaged $1.3
mllion in federal grant funding for state and industry
projects, including the Elodea program Anot her di vi sion
program inspected nore than 116 mllion board feet of tinber,

t hus enabling exports of Southeast tinber to Asian markets and
generating $93 mllion in tinmber industry revenue (slide 8).

CO CHAIR JOSEPHSON inquired as to the anpbunt of state revenue
that is derived from $93 million in tinber industry revenue, and
guesti oned why DoAG and not the Division of Forestry, provides
ti mber inspections.

MR. KEYES expl ained that DoAG historically provides inspections
because its staff includes the State Plant Regulatory Oficer
( SPRO . I nspections and certifications made by the SPRO are
recognized at the federal |evel. He advised that in sone
states, forestry and agriculture are "one and the sane."

MR. FOGELS added that npbst state tinber in Southeast is sold for

local mlls; however, the aforenentioned program certifies round
| ogs harvested fromprivate |and and going to markets in Asia.
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REPRESENTATI VE JOHNSON asked for further information regarding
ti mber inspection.

MR. KEYES said the division sends an inspector to Asia where the
| ogs are fum gated, and the inspector certifies the fum gation
The 1 ogs are then accepted into port to be further processed.

MR. FOGELS further explained that Asian countries wll not
accept logs from the US. unless they have been fumgated to
prevent the entry of invasive "bugs or critters.” As per

international trade protocols, a bio-sanitary inspector mnust
certify the fum gation; nost logs are fumgated in the U S. but
Al aska has an exception from USDA that allows the fum gation and
certification to occur in Asia.

CO-CHAIR TARR asked for further information on the certification
of seed pot at oes.

MR. KEYES observed that Alaska has a pristine environnment for
agriculture due to its long distance from other agricultural
areas; inspecting and certifying seed potatoes ensures that
Al aska potatoes will not have the diseases seen in the Lower 48.
Providing protection is not expensive but results in over $3
mllion in economc activity and a nmeasure of food security.

REPRESENTATI VE TALERI CO asked whether Elodea [eradication]
projects are planned for the Fairbanks area.

MR. KEYES affirmed that the division is in the process of
permtting a project in the Fairbanks North Star Borough that
will be finalized in February [2017], and treatnment wll begin
the following suitmmer. He offered to provide further details.

REPRESENTATI VE TALERI CO asked for confirmation when the neat
facility transition is conpl eted.

MR. FOGELS provided background information on M. Misch
director of the Division of Forestry.

2:15:22 PM

JOHN "CHRIS" MAISCH Director, Dvision of Forestry (DOF), DNR
informed the comittee DOF's mnmission is to serve Al askans
through sustainable forest managemnent and wldland fire
prot ection. The DOF fiscal year 2017 (FY 17) operating budget
was approximately $47 mllion, of which approximately $24.2
mllion were UG The division supports 239 positions and is
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one of the larger divisions within DNR M. Maisch said DOF is
the lead state agency for wldland fire nanagenent of 150

mllion acres with the primry goal of protecting life and
property. Further, DOF manages 47 mllion acres of forest |and
considered commercial. Alaska also has three state forests that

are managed by DOF. During the last fire season, there were 354
fires in state protection areas that burned 104,482 acres, one
of the |east anmounts of area burned in recent years (slide 9).
Cal endar year 2016 was the second worst year and 5.1 mllion
acres were burned during 766 fires. The contrast between the
past two fire seasons denonstrates the range of fire seasons
possible in Alaska from the nunber of acres burned, to the

correspondi ng budget expenses; for exanple, in FY 17 fire
suppression activities cost $26.2 mllion UG and in FY 15 fire
suppression activities cost $103.4 mllion [UGH.

MR. MAISCH, turning to tinmber and forest managenent, said DOF
sold 8.2 mllion board feet of logs in 34 tinber sales - from
the Railbelt to Southeast - to 27 Al aska-based conpanies. He
poi nted out that tinber sales were about one-half of normal due
nostly to a 42 percent budget reduction in forest managenent,
and to environnental challenges to the Southeast tinber program

M. Maisch projected that nore sales will occur because DOF has
cleared legal challenges related to the Tongass National Forest
transition plan (slide 9). He then directed attention to

activities in [FY 16] beginning with the Tetlin R ver Fire and
the MHugh Fire near Anchorage. He said 93 percent of the
firefighting workforce were Al askans, which generated about $5.5

mllion in payroll, but last season only about 50 percent of
firefighters were Al askans. In addition, Lower 48 fire
assignments of Energency Firefighter crew generated $5.6 nillion
in wages to Alaskans fighting fires in the southern U S. The
division received four conpetitive grants for hazard fue
reduction for facilities in Caswell, MGath, and Delta Junction

amounting to $800, 000. He noted that federal grants are the
only source of funds for this type of mtigation, such as the
fuel break which saved a portion of Soldotna during the Funny
River Fire (slide 10). 1In response to Representative Parish, he
returned attention to staff reductions, and said from FY 15 to
FY 17 there was a 39 percent reduction in staff and a 42 percent
reduction in the budget of the forest nmanagenent side of the
di vi si on.

2:23: 33 PM

REPRESENTATI VE PARI SH asked about the effect of the reduction in
ti mber sales on | ost state revenue and econom c activity.
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MR. MAI SCH advi sed that DOF annual |y generates about $980, 000 in
revenue from tinber sales, nostly from the southern Southeast
ti mber program targeted for donestic processing; |logs sold on
the export market are nore valuable, but the state historically

sells tinber locally to protect jobs. He restated that | ast
year was the |owest volume for Southeast, and he estinmated
revenue wi ||l be about one-half of average.

REPRESENTATI VE JOHNSON recalled there was a forestry office in
Pal mer during an extrenely bad fire year and an appropriation
was needed to continue firefighting activities. She inquired as
to the source of the extra funds.

MR. MAISCH cautioned that budget questions are not easy to
answer because the fire season is split by tw fiscal years.
The division spends funds from an activity code for
firefighting, and from a preparedness code to be ready.
Further, the activity code is divided for fire suppression on
federal land, which is reinbursed. He said at the end of a fire
season it "takes actually two years to bal ance those books with

our federal partners and other states ...." However, all of the
funds for state protected lands are G- nobney, and all of the
funds for federal |ands are federal noney. The state also

protects private and mnunici pal | ands.

MR MAISCH returned to the presentation, noting that DOF
continues wrk on the Tongass National Forest (Tongass)
transition from old growh to young growh together with the
U S. Forest Service (USFS), U S. Departnent of Agriculture; the
state is a mjor partner in forest nmanagenent and recently
signed the Good Neighbor Authority (GNA) agreenment that allows
states managenent authority for tinber sales on federal |ands,
after t he f eder al gover nnment conpl etes t he Nat i ona

Environmental Policy Act (NEPA) statenment. At this tinme, DOF is
in the process of negotiating a supplenental project agreenent
for a large tinber sale. Also, DOF is participating in a
federally funded USDA Forest Inventory & Analysis Programin the
Interior that wIll measure forest productivity and create
sustained yield calculations to support bionass projects in
rural comunities. He estimated the program will bring about
$1.1 nmillion to $2 nmillion into the division annually (slide
10) .

CO-CHAIR JOSEPHSON referred to slide 10, which showed that DOF

was involved in issues of water quality and fish habitat. He
asked whether the indicated inspections are reinbursable service

HOUSE RES COW TTEE -11- January 18, 2017



agreenents between DNR and the Departnment of Environnental
Conservation (DEC) and the Al aska Departnent of Fish & Gane
(ADFG) .

MR. MAISCH explained that the inspections occur under the
auspices of the Al aska Forest Resources and Practices Act
(FRPA); DNR is the lead agency and works with ADFG and DEC to
follow the regulations of the Act which are designed to protect
fish habitat and water quality. The statutes and regul ati ons of
the Act require private |andowers to observe certain best

managenent practices. Fifty-four inspections were on private
land, nostly on Alaska Native corporation |land in Kodiak and
Sout heast, and eighty-two inspections were on state | and. In

further response to Co-Chair Josephson, he said DOF gives
deference to its sister agencies in areas of fisheries and water
quality, but each of the three departnents "support their own
efforts in that so no noney exchanges hands between the three
agenci es. "

COW SSI ONER MACK added that there are concerns about the nost
recent plan by USFS to nmnage the Tongass, and the state
formally objected and | odged conplaints through comments during
t he devel opnent of the plan. However, the state can take
advantage of the work being done by the Tongass young growth
forest inventory and through the Good Neighbor Authority
agreenent . He stated his hope that additional federal funds
identified for fire suppression in the Tongass can be redirected
into a planning process, and conplete the inventory quickly, to
facilitate nore federal tinber sales in Southeast.

REPRESENTATI VE BIRCH inquired as to the status of the "roadl ess
rule.”

2:34: 42 PM

MR. MAISCH said there is one piece of litigation pending in
district court between the state and USFS on this topic. The
state's challenge to the [2001 Roadl ess Area Conservation Rul €]
was argued over one year ago and a decision is expected at any
time.

REPRESENTATI VE PARI SH inquired as to how much of the 60 mllion
acres of state land and the 40 mllion acres of tentatively-
approved land is likely to increase fire danger in the future,
and how many are "forestry |ands."
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MR. MAISCH cautioned that nost of Alaska can burn whether
forested or not; he noted that all of the 105 mllion acres of
entitlenment land are provided fire protection by either the
Alaska Fire Service, Bureau of Land Mnagenent (BLM, U S.
Department of the Interior, or the Dvision of Forestry,
depending on the service area affected. He offered to provide
further details of the fire nanagenent plan to the commttee.

MR FOCELS added that there are few state land selections in

Sout heast . In further response to Representative Parish, he
clarified that the state has received 100 mllion acres of |and
from the federal government, and of the 100 nmillion acres
received, 60 mllion [acres] have been patented, and 40 mllion
[ acres] have been tentatively approved, thus the state has | egal
managemnment authority over 100 mllion acres of state land and is
due 5 mllion nore acres.

REPRESENTATI VE TALERI CO asked whether the director has any
concerns about BLMs Eastern Interior Resource Mnagenent Plan
(RWP), or the Central Yukon RWP, related to designated areas of
"critical environnmental concern.”

MR. MAI SCH said he does not anticipate any difficulties nanaging
the state forest due to either of the aforenmentioned federal
pl ans.

COWM SSI ONER MACK infornmed the conmttee that both the Eastern
Interior RVWP - approved by BLM in 2016 - and the Central Yukon
RWP, affect land in the [Trans-Al aska Pipeline System (TAPS)]
corridor and the entire North Slope. This is a very significant
concern to the state; in fact, DNR has objected to the Eastern
Interior RWP, and BLM has acknow edged receipt of the state's

obj ecti on. | mpacts to the Fortymle Mning District and other
i ssues are substantive, although a litigation decision has not
been nade. In addition, the Central Yukon RWMP is of imense

concern to the state because it is a BLM plan over Al aska's
North Sl ope. He added that the Central Yukon RWMP covers 53

mllion acres, 13 [mllion] of which are federally owned, and 40
mllion [acres] are state-owned.
2:44: 36 PM

BEN ELLIS, Director, Central Ofice, D vision of Parks & Qutdoor
Recreation, DNR, informed the committee Alaska is blessed wth
the | argest state parks systemin the nation. The |argest state
park, Whod-Tikchik, is 1.6 acres, and the third |[|argest,
Chugach, is 0.5 mllion acres. The division manages the parks
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with 177 fulltinme positions, admnisters federal recreation
grants, and oversees state prograns such as boating safety, the
Al aska O fice of H story and Archaeol ogy, and the State Historic
Preservation Ofice (slide 17). M. Ellis invited the committee
to attend the opening of the K esugi Ken canpground in the South
Denali Visitor's Center Conplex, which 1is the first new

canpground in 20 years. Turning to budget issues, he said the
division continues its initiative to reduce reliance on genera
funds for state park operation. |In FY 13, programreceipts from

fees covered 33 percent of the division's operational cost; by
2016, fees covered 37 percent, and |ast year fees covered 49

percent of the division's operational cost. He projected that
in FY 18, fees will cover over 50 percent of operational cost.
The division's goal is to bring operational costs close to self-
sufficiency. One of the division's stellar prograns is the

boating safety program and through the Kids Don't Float and
life jacket |oan board programs, 28 lives were saved in Al aska.
In addition, the division reviewed over 1,600 projects for their
inmpact to historical properties. These reviews assist in
exploration and devel opnent and are federally funded, as is the
boati ng safety program The division also awarded $360, 000 in
hi storical grants and over $1,400,000 in recreational grants for
trails funded by the Recreational Trails Program (RTP), Federa
H ghway Adm nistration. The recreational grants are used for
grooming trails and for safety and education (slide 18). M.
Ellis expressed his pride in the division.

2:50: 00 PM

CO CHAIR JOSEPHSON inquired as to the funding source for snow
machi ne trail groom ng and snowpack worKk.

MR. ELLIS explained that a program for snow machi ne groom ng and
safety cones from snow nmachine registration fees collected by
the Division of Mdtor Vehicles, Departnent of Adm nistration,
and a "pass-through in the budget." The budget anmount was
elimnated |ast year; however, the program is funded one year
and enacted the followi ng year, thus the division is using "2016
nmoney. " He wunderstood the amount has been returned in the
governor's proposed budget.

CO-CHAIR TARR recalled the division received increased state
recei pt authority from the | egi sl ature to allow for
mer chandi si ng.

MR. ELLIS advised that nany state parks sell park-thened
mer chandi se for revenue; at least six states earn mllions of
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dollars through wholesale retail, online, and canpsite sales.
After receiving permssion from the legislature, the division
devel oped nerchandise and a web site for sales. So far, the
di vision has generated about $20,000 in revenue from sales in
the late fall and early winter, and he expressed hope sales of
nmer chandi se will decrease the division's need for UG.

REPRESENTATI VE PARI SH asked how the conmttee can help pronote
growt h in sales.

MR, ELLIS said funding would help the division put out nore
products for sale, and pointed out states that invest $500, 000

in products sell that nerchandise for $1, 000, 000. Furt her nore,
other prograns, such as nore public use cabins and new
canpgrounds, will also increase revenue and advance the division
toward self-sufficiency. In further response to Representative
Parish, he said Alaska will primarily rely on the Internet for

selling nerchandi se, which is an area of sales that is "slowest
to grow. "

2:59:35 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 2:59 p.m
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