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DEPARTMENT OF
ADMINISTRATION

PIONEERS'HOMES

Sitka

tome

what with seniority and all, there will be sometimes
supervisors makinr less than the men they are supervising,
cr such a situation as that.

Mr. Bradner said that that is tne situation of a lot of
labor Jlobs, and that it does create a lot of hard feelings
However, he said, the opposite is true, also - a person
with enormous capacity mirht be in a slot far beneath his
capacity but because certain criteria for the hirher Jobs,

such as education or nun'ber of work years, must be met,

the person cannot advance. He said he was specifically
thinking of all the one man offices in this state where
the secretary Iliterally must be an executive secretary |In
terms of duties that she must fulfill, and yet is classed
only as a Secretary | or some such.

Mr. Ray assured Mr. Hunt that there is flexibility for
the Personnel Division in this bill, and Mr. Hunt said
then that that is fine, just so they have the ability to
be innovative.

Mr. Ray thanked Mr. Hunt and said lie thourht that the
bill would probably be reported out of committee within
a couple days.

The 19&9-70 authorization for Personal Services In
Pioneers' Hemes, Sitka Home, was $548,800. The Governor's
request Is $710,00), which 5s an increase of $101,.?700 or
29.37/5. '1710 increase |Is due to employee benefits,
reclassification and reallocations, salary Increases,
vacancy and turnover*, and new positions.

Mr. Ray asked why they rot budret approval at Step D.
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Mr. Freer explained that In a number of programs the
majority of employees hired are at higher steps and so
the Department requests permission to budget at a higher
step.

The 1969-70 authorization for Travel was $3,000. The
Governor's request is $5,400, which is an increase of
$2400 or 80%. The majority of the increase is in per
diem within Alaska. Mr. Ray asked what this is for.
Mr. McVay said that the increase is for the dietician
who is supposed to function for the entire division -
Sitka, Fairbanks, Palmer. Mr. Ray asked about the
Director. Mr. McVay said that during the construction
of the Palmer facility he should have the ability to go
see what is being done. Mr. Ray asked if the man at
the Sitka home is the Director of the entire Division
of Pioneers' Homes, and Mr. McVay said yes.

The 1969-70 authorization for Contractual Services wts

$51 ,600. The Governor's request is $65,700 , which s
an increase of $14,100 or 27.33%. Themajority of the
increase is in Professional Fees andServices. Mr.

McVay said that that Is to maintain the current level.
He said that apparently some of th*- guest:” now corning

in are older than the average and are cornin'* In with

medical problems. This does require some additional
specific medical care. Some of the guests are now betweo
75 and 82 and are in need of additional help. Mr. Hay

requested that this be marked.

Mr. Hohman came iIn 'ft this time.
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Code 400:

Couj 500 :
Code 600 :
Code 700:
Code 900:

Fairbanks
Horne
Code 100 :

The 1969-70 authorization for Commodities was $107,500.

The Governor's request is $123,300, which is an increase
of $15,800 or The majority of the increase is

in Other Supplies, Materials and Parts.

The 1969-70 authorization for Equipment was $15,000.

The Governor's request is $16,900, which is an increase

of $1900 or 12.54%. Mr. Ray asked what they did with the
$15,000 this year. Mr. McVay said that he would guess

that it was used on contingency items, which was the big

item last year. Mr. Hay asked that this code be marked.
Mr. Ray noted that a $10,000 contin>gency is requested
for next year. Mr. McVay explained that the home was

built in 1934, and that it is hard to keep the equipment
all in operating order.

The 1969-70 authorization for Land and Structures was
$10,000. The Governor's request is $7,000which is a
decrease of ($3,000) or (3057?). This is for repairs on
the building itself. Mr. Ray asked that this be marked.
The 1969-70 authorization for Grants, Claims and Shared
Revenue was $48,700. The Governor's request is $40,000
which is a decrease of ($8,700) or (17.867?).

The Governor requested $2,800 for Inter-Agency Charires

for vehicle rental.

The 1969-70 authorization for Personal Services was
$267,500. The Governor's request is $326,300, which is
an increase of $58,800 or 21.98J6. Increases are due to

reallocations, reclassifications, salary Increase, vacancy

and turnover, and new positions.
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Code

Code

Code

Code

Code

Code

200:

300:

400:

500:

600:

700:

The Travel Code was missing from the budget books.
However, the 1969-70 authorization for Travel was $2,400.

The Governor’s request Is $1400, which Is a decrease of

($1,000) or (4i.6n).

The 1969-70 authorization for Contractual Services was
$57,800. The Governor's request is $55,100, which is a
decrease of ($2,700) or (4.6755).

The 1969-70 authorization Tor Commodities was $79,000.

The Governor’s request is $81,500, which is an increase

of $2,500 or 3.16%

The 1969-70 authorization for Equipment was $5,600. The
Governor's request is $6,000, which is an increase of

$400 or 7.14/5.

The 1969-70 authorization for Land and Structures was $50".
The Governor's request is $2,200, which is an increase of
$1,700 or 3407?, I
The 1969-70 authorization for Grants, Claims and Shr.rp'
Revenue was $14,400. The Governor's request Is $8,400.
which Is a decrease of ($6,000) or (41.67*). This is an
estimated amount needed for the guest's nrants 2t

$20 per month [There is a bill in to chanre this to $35 rer
month], Mr. McVay explained that the guests usually

pay between $180 to $205 per month to stay |If they can
afford it - but those who, for instance, only receive

$80 to $90 per month social security only pay that amount
Mr. liaur;en asked in case there was some inuirent who really
needed to stay there, would they move a paying ruesfc out

and Mr. McVay said no.

%
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EMPLOYEE BENEFITS
& RELATIONS

The 1969-70 authorization Tor Public Employees Retirement
Public Employees

Retirement was $23,900. The Governor's request is $39,900, which
is an increase of $16,000 or 66.95%. There is a request
Code 100 for one nev; position, a Benefit Analyst. Mr. Ray asked

if Mary Jean Hackwood approves of this, and Mr. McVay

said yes, that she does. This will Rive her more time
to travel, and 51 is important that she be able to
travel.

Code 200 The 1969-70 authorization for Travel was $3,700.

The Governor's request is $6,100, which is an increase
of $2,400 or 64.86%. Mr. Ray inquired about the travel
for the Board members, and wondered if it was necessary.

He asked that this be marked.

Code 300: The 1969-70 authorization for Contractual Services was
$33,000. The Governor's request is $33,900, which s
an increase of $900 or 2.73$%. The majority of the increase
is In Communications. Mr. Ray asked what the investment
service is. Mr. McVay said that two banks in Anchorage
have the funds. Mr. hay asked how they were paid in

1968-69. Mr. McVay said that they were getting a very

small amount, and the investment reflected that.
Code 400: The 1969-70 authorization for Commodities was $500.
The Governor's request: Is $200, which is a decrease of

($300) or (60%) .
Code 500 : The 1969-70 author!zation for Equipment was $900. The
Governor's request is $300, which is a decrease of ($600)

or (66.679%).

2/20/70

477



Code 900:

Teachers
Retirement
System

Code 100:

Code 200:

Code 300:

Code 400:

The 1969-70

authorization for

Inter-Agency Charges was

$22,600. The Governor’s request is $43,400, which s

an increase of $20,800 or 92.04%. $21,100 of the increase
is for Data Proce..rinp:. Mr. Ray asked that that be
marked. He asked if that comes out of the special fund,
and Mr. McVay said yes, this is a charge to Retirement
rather than to the General Fund.

The 1969-70
Teachers Retirement
request is

52.65#.

The 1969-70

Governor's request is $7,000, which is an increase of
$4,200 or 150%*. The main increase is in the number of
Board members. Mr. Ray asked that this be marked.

Mr. Hunt said that in both of these systems [the
Teachers Retirement System and publlc Employees Retiro"”
System] these kinds of thinrs are funded by the svste”r.
and there have been comments and surrestions from both
croups that nerhaps communications could he bettor-

but they are unable to improve ther. unles:" they can co
to the various places.

The 1969-70 authorization for Contractual Service;-, was
$34,000. The Governor's request is $34,500, which is an

increase of $.>00 or

Communications.
The 1969-70

The Governor’s

($200) or (407).

authorization for

$51,900. which is an
There is one new position,

authorization for Travel was

request is

Personal Services in the

System was $34,000. The Governor's
increase of $17,900 or
a Benefits Analyst.

$2,800. The

1.4 77. There i-? a nominal

authorization for Commodities was $500.

$?200, which is a decrease of

2/20/70
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Code 500: The 1969-70 authorization for Equipment was $500.

The Governor®s request iIs $300, which is a decrease of
($200) or @@0'?) .

Code 900: The 1969-70 authorization for Inter-Agency Charges was
$22,600. The Governor®"s request is $41,800 which Is an
increase of $19,200 or 84,96%. Mr. Ray requested that
the $19,600 for data processing be marked.

FTCA Admin, The 1969-70 authorization for Personal Services in FICA

Code 100 Administration was $11,000. The Governor"s request is
$11,900, which is an increase of $900 or 8.18S.

Code 200: The 1969-70 authorization for Travel was $1,700. The
Governor®s request is $1,800, which is an increase of $100
or 5.88*. Mr. Ray asked who takes the trips, and was
answered that sometimes they aren®"t taken, when the
Benefits Supervisoi* cannot co.

Code 300 The 1969-70 authorization for Contractual Services was
$600. The Governor"s request is $700 which is an increase
of $100 or 16.67%.

Code 400: The 1969-70 authorization for Commodities was $100. It
is the same this year.

Code 900 : The 1969-70 authorization for" Inter-Agency Charres was
$100. The Governor®s request, is $4,700, which 1is an
increase of $4,600 or 4 ,600?. $4500 of this 1Is for

Internal Audit.

Torritorlal The 1969-70 authorl *ion for Grants, Claims and Shared
Hetlrants

Revenue for- Territorial Retiranto was $8,000. The
Code 700:

Governor®"s request \, for $10,000 which is an increase

of $?,000 or 257?.

Employee This 13 a new prorram for fiscal year 1970-71.
Relation:; T
Health Insu @nce 272077V
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Code

Code

Code

Code

Code

Code

100:

200:

300:

400:

500:

900:

Mr. McVay 3aid that actually this fcn"t really a new

program but It Is an attempt to break down all the costs q/'
In one place so they can determine costs from one year 0
to the next.

The Governor®™s request in Personal Services Is $33>900.

One position is being transferred [a Personnel Analyst]

and another position was created by Executive Order.

Mr. Ray asked that these be marked.

The Governor®"s request for Travel is $6,200.

The Governor®"s request in Contractual Services 1is $8,700.

$3200 of this is for special services if required to obtain

a new Insurance carrier by competitive bid. This is

required by statute every five years, and it is possible

that renegotiations down would be feasible, Mr. McVay

said. X
The Governor'srequest for Commodities is $10,100.

$10,000 is in Professional Supplies, which are supplier

for Training Activity. Mr. Ray asked who they are gol: r
to train, and Mr. McVay said state emplrvees. Mr. Ray
asked what they are golnr to train them to do. Mr

the

McVay said partly in/insurance prorram, as there has

been inadequate coverare or explanation of this to the
employees.

Tne Governor'srequest for Equipment Is $300.

The Governor's request Ln Inter-Agency Charres is $500.

Mr, Ray asked if they are breaking even with this

and Mr. McVay said that he doesn't think it Is co3tlnr

them money. In the lonr run they are doinr all rirht. ;x(
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Mr. Ray said that It was his understanding that when

they requested the new people this year they were going
to eliminate all the personnel people In the different
departments, and yet now there are continuing requests
for these personnel people in the various departments.

Mr. Hunt said that he did not remember anyone saying

that these people were going to be pulled out of the
departments. He said that the personnel clerks have to
be in the departments. Mr. Croft asked if the Department
of Highways still has its own recruiter and Mr. Hunt said
that Personnel is controlling all recruiting, and the
Department of Highways has to clear with them. He said
that now when a person goes outside, Mr. Downes sends a
request up to the Governor"s Office before he goes. They

haven®"t done this before.

SURPLUS The 3969-70 authorisation for Personal Services In Surplus
PROPERTY

Property was $89,200. The Governor®"s request is $104,700,
Code 100:

which Is an increase of $15,600 or 17 .51S.
Code 200: The 1969-70 authorization Tfor Travel was $2,100. The

Governor®"s request is $2,500 which is an increase of $400
or 19.05. Mr. Haugen said that he 1is concerned that

this surplus property is just limited to Health and

Welfare and he 3aid that at one time the smaller communitie
could get some of this and he felt it would be only fair

to return this privilege to some of these areas.

Mr. McVay said they could if they could secure changes

in the federal statutes. Mr. Haugen felt that some attempt
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MUNICIPAL
SERVICES &
REVENUE
SHARING

should be made.

Mr. Freer said that this year $1,000,000 was appropriated
because of the unknown cost of this program. It actually
developed that the revenue sharing cost was $2,020,000 [a
supplemental of $1,020,000 was authorized in 1570].

He said that they are in the process of distributing that
now. The Governor’s request for this coming year is
$2,500,000, just based on their experience this year

and adding arbitrarily because of feeling that some
communitities probably did not know about it before and
because of some population increase.

Mr. Freer said that there are some problems 1in the
administration of this program, and the Department is

in the process of developing some information * get

over to the legislature. Basically, he said, the problems
have to do with the lack of specification. He said that
the Department took a pretty liberal view.

Mr. Ray expressed the feeling that the whole idea of
revenue sharing will be enlarged on this year.

Mr. McVay said that the Senate Fina..”2? Committee askeil
them to go through and make comments regarding the
administration of the program. Mr. Ray requested that
this be furnished to the 1iiouse Finance Committee, also.
After further discussion, Mr. Ray suggested that this
matter be brought to the Special Monetary and Investment
Committee, as they are concerned with this matter,

Mr. Ray thanked Messrs. Downes, McVay, Hunt and Freer,

and they left at this time.
Mr. Bradner left, also.



A

Bill Assignments:

CSSB 240:

HB 466

SSSB229am

Mr. Ray made the following bill assignments:

CSSB 240 (Act relating to the purchase of services
for persons for whom the state has assumed
responsibility) Mr. Croft

HB 338 (Relating to the protection and use of state
highways and roads) Mr. Sackett

Mr. Croft moved and asked unanimous consent that HOUSE
BILL NO. 466 (Appropriation to Department of Natural
Resources - fire suppression) be brought up for discussion.
No objection, so ordered. Mr. Croft said that last year
this appropriation was not passed because the Bureau of
Land Management had not furnished the state with a
complete bill for the season. After considerable
auditing, according to a letter from Mr. Wallington,
Deputy Commissioner of Natural Resources, they have
reduced the bill from the Bureau®s tentative amount of
approximately $4 million to a total of $2,162,975.81.

Mr. Croft moved and asked unanimous consent that the
committee amend the Fflrure $2,162,975.81 to $2 million
and pass HB 466 as amended out with a do pass recommenda-
tion. NO objection, so ordered.

Mr. Sackett moved and asked unanimous consent that
SPONSOR SUBSTITUTE FOR SENATE BILL NO. 229 amended
(providing for a reprvsentative board of directors for
state operated schools) be brought up TFfor consideration
by the committee. No objection, so ordered.

Mr. Sackett explained that this creates a new board for

rural Alaska and for the bases. It Is a separate board from
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HB 428

HB 469

the state board. The cost is $23,000, and it 1is

a seven member board meeting for 60 days out of the year. %

It has already passed the Senate. Mr. Sackett felt that

this will give the rural areas more voice on education.
Mr. Sackett said that the Administration backs this bill.
Mr. Sackett moved and asked unanimous consent that this

bill be passed out of committee with a do pass recommenda-

tion. No objection, so ordered.

Mr. Hohman moved and asked unanimous consent that HOUSE
BILL NO. 428 (relating to the small grain incentive
program) be brought up for consideration by the committee.
He said that this bill changes the effective years of

the small grain incentive program because there have

been poor years for growing grain and the result is that
the program hasn*t really been tested. He read a letter
from Mr. Wallington explaining this further [letter in
bill Tile]. Mr. Hohman moved and asked unanimous con:;tT*"
that HB 428 be passed out of committee with a do pass
recommendation. OBjection was heard, and HB 428 was
passed out with a majority report of "do pass', with Mr.
Sackett voting '"no recommendation."

Mr. Haugen moved and asked unanimous consent that HOUSE
BILL MO. 469 (appropriating to Department of Education -
Public Educational Broa leastinr Commission) be brought

up for consideration. No objection, no ordered. Mr.
Haugen moved and asked unanimous consent that HB 469 be
passed out of committee with a "do pass™ recommendation.
Mr. Ray objected, and moved that the bill be passed out
with individual recommendations. The bill was passed out

2/20/70
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with a majority report of "no recommendation"™, Mr.
Haugen voting "do pass."

SCR 1 am Mr. Hohman moved and asked unanimous consent that
SENATE CONCURRENT RESOLUTION NO. 1 amended (relating
to education television) be brought up for consideration
by the committee. No objection, so ordered. Mr.
Hohman moved and asked unanimous consent that SCR 1 am

be passed out of committee with a unanimous do pass

recommendation. No objection, so ordered.
HB 246 HOUSE BILL 246 (relating to state employees pay - salary
survey) was brought up for discussion. Mr. Dean explained

the changes in the Committee Substitute that had been
prepared. It was moved and unanimous consent requested
that HB 246 be replaced by CSHB 246 and passed out v/ith
a do pass recommendation. VNo objection, so ordered.

Recess Meeting recessed at 10:30 a.m.
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Present:

OCEANO-
GRAPHIC
COMMISSION

COAST
COMMISSION

AFTE.—< hJSCESS
2:15 p.m.

Mr. Ray and Mr. Borer. Mr. -J0& Henri, Chai;man of the

Juneau Douglas Oceanographic Commission; Mr. Bill Berrier,
Attorney for the Greater Juneau Borough and also a member

of the Commission; and Bill Boehl, a member of the Commission.
Mr. Haugen chaired the meeting and called it to order at

2:15 p.m.

Mr. Henri explained they were present to express their

concern with the University of Alaska®"s plan to take

all of the state research that they can manage to Seward

where they hope to start a new marine laboratory. Mr. Henri
said they have had word of this for over two years but each
time they have talked to Dr. Hood or Dr. Wood they steadfastly
denied any attempt to move the Douglas facility. Mr. Henri
said the people who are moving in the laboratory in Douglas
have received their "walking papers™ and told they would

go to Seward the fTirst of April .

Mr. Henri gave a brief background on the facility at Douglas
noting this has been called u wonderful snot by a scientific
report and thnt the C"ty of Douglas had donated two buildings
for this use. He added,however, that the research has dwindled
off in the last two years. Mr. Henri explained the work that
Dr. Nayudu Is doing at the Douglas fTacility 1is principally

on a grant from the Office of Naval Research. Mr. Henri added
that the University of Alaska does take some of this money

for overhead. Mr. Henri noted that the University has also

applied to the Coast Commission for a sum of money to help
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set up the laboratory at Seward. Mr. Henri said in the
report to the Coast Commission the University also said they
were going to try to get the Department of Fish and Game
research now being done in Juneau moved to Seward.

Mr. Henri said that he and Mr. Berrier had met with the
Secretary of Interior in Washington, D.C. on some of these
problems.

He said that they have changed their strategy and do not
object to the Auke Bay Laboratory being moved to Kodiak,

and the work that is planned for Kodiak but that they do
object to the University attempting to remove the research
and to destroy Juneau as a base for research and added

with the Bureau of Commercial Fisheries, the State Fish and
Game and the Douglas Marine Station, there could be quite

a complex in Juneau. Mr. Henri said what they would like

to do is to develop the Marine Laboratory here concentrating
on the areds estuaries.

Mr. Henri gave U.S. Plywood-Champion Papers and Marcona

as industries coming into the area noting they have to show
Fish and Game and other people what these comnanies will do
by way of changing the environment.

Mr. Berrier noted that this will be attracting a lot of
state and federal interest. He also felt that if the Douglas
Station is closed down in a few years " ecology studies

in this area will be being don—> out of Seattle and out of

the University of Washington.

P/SO
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Mr. Boehl said that this past year the University of Oregon
has become quite powerful in the field of oceanography

and they have expanded their activity and a good portion

of their work involves the Alaska coastline. He added

that the University of Washington has been coming up for
some Tforty years but noted most of their work is not available.
Mr. Boehl said that he would like to see the University of
Alaska get into fields more basic and realistic In their
research on the clam, crab, etc. He said he thought the
University should make a comprehensive study and lay out

a program that would make sense for future development.

Mr. Boehl said he could not see removing the Douglas Station
without laying out some long range plans to cover all of
Alaska. Mr. Boehl said the field is ,just tremendous. He
noted the pollution and controls on the logging Industry

and said that this field iIs so vast they can"t begin to cover

Mr. Bradner asked if Dr. Nayudu is going to be the only

one left in Douglas. Mr. Boehl said he thought no and noted
Dr. Nayudu 1is the Executive Director of the COAST Commission.
In answer to Mr. Bradner, Mr. Ht*nri explained although

Dr, Nayudu 1is listed as a professor for tho University

he originally came here with a grant from the Office of

Naval Research. Mr. Henri said Dr. Nayudu i, doing his

own research as an ocean geologist.
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In answer to Mr. Bradner, Mr. Haugen said it was his
understanding they had taken the boat that Dr. Nayudu

was working on to Seward. Mr. Bradner asked how many
people would be involved at the Douglas Station.

Mr. Boehl said 1t would be difficult to answer because

the people come and go but he would guess around 15.

Mr. Henri added it would not be more than 15, andnoted
they have let this dwindle down to nothing.

Mr. Berrier noted with the new industries coming into the
area they would need background data on the ecology of

the area.

In answer to Mr. Bradner, Mr. Henri said that iIn the case
of U.S.Plywood-Champion Papers they had a 7 man ecology
team and they had signed a contract with the University

of Alaska. Mr. Henri said that as far as knowing how to
dispose of the effluent, etc. the company lias allocated

a great deal of money but it has not been determined where
this will go. Mr. Bradner asked if it wouldbe likely

this would to go auniversity simply to gain some integrity.
Mr. Henri answered that he would think so. rr. terrier said
the figure for this study of U.S_Plywood-Chamnion Papers
would be somewhere around $300,000 over several years.

Mr. Croft asked what they wore asking of the committee
noting the University budget is a lumn sum and not a line
item. Mr. Henri said they realized this but if the finance

committee expressed some interest In this it would make a



difference. Mr. Haugen said that they have a nucleus here
and 1T they start to erode one part from Southeast then
sooner or later the whole thing will be moved out. Mr. Haugen
said he felt Seward was '"the wrongest place in the world
to put this particular facility.” He said that the Bureau
of Commercial Fisheries wanting to locate at Kodiak Is a
responsible Ildea and he could understand this.

Mr. Henri said they are not opposing the Kodiak idea but
felt there is no Justification for the University moving
the Douglas facility.

Mr. Berrier stressed, again, the fact there will be more
industry money and federal money available for this particular
type of study and noted that it will be important to find
out about pollution, etc. that will occur as a result of
industry coming into the area.

Mr. Haugen noted that Haines is having a problem iIn that
there is zinc being dumped into Lynn Canal.

Mr. Boehl said they would like to see thn University come
forth with some long range plans regarding ocoanographi-
studi es.

Mr. H«ugen said ho would hope Messrs. Henri, Rerrior ami
Boehl would bo available when tho Board of Ko”onts como
down and the gentlemen said they would bo.

Adjournment: The meeting adjourned at 2:/75.
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Present:

CSHB 251

HOUSE FINANCE COMMITTEE
February 23, 1970
9:00 a.m.
All members of the committee were present.
Mr. Ray called the meeting to order, and said the fTirst
order of business would be COMMITTEE SUBSTITUTE FOR
HOUSE BILL NO. 251 (relating to the purchase of services
by the Department of Health and Welfare). He said they
would go through it verse by verse and asked for any
questions or suggestions.
Mr. Borer asked if this bears any relationship at all to
the original bill. Mr. Ray said it is a compromise, but
it does take the philosophy that the department shall
have control rather than open end.
Mr. Ray then referred to the proposed COMMITTEE SUBSTITUTE
FOR HOUSE BILL NO. 251, Section 1. AS 47, which is amended
to read, "SEC. 47.40.010 PURCHASE OF SERVICES. When the
department purchases service:* for perrons for whom the state
has assumed responsibility under the laws of the state,
the department shall (&) adopt rogulat:’ons establishing
the levels of care to be provided, (b) determine the rates
of payment for the full co. t of service:]l required, (©)
pay all expenses related directly to the full cost of
services at the levels of care required, (d) make the
pla®“ment of persons iIn accordance with the levels of care
nr for in the regulations. Services of _Jails and
other penal institutions shall not be i1ncluded in services
purchased by the state iIn this chapter.”
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Mr. Haugen wondered about a state prisoner in jail requiring
medical attention, and Mr. Ray said they would get to that %
later.

Mr. Ray then referred to SEC. 47.40.020 LICENSING AMD

SUPERVISION, which, first of all, starts off with "Anyone,"

the definition for which is found on the third page under

SEC. 47.40.080 DEFINITION. "Anyone" means any person, city,
organized borough and private or voluntary institution or

agency.

Mr. Borer asked if this would include a public nonprofit

corporation such as the Cordova Community Hospital, Inc.,

owned by a number of people in Cordova. Mr. Ray replied

it meant any person who would be the operator or president

of a community organization.

Mr. Ray then quoted SEC. 47.40.020 LICENSING AND SUPERVISION, 0/0
"Anyone providing services which are purchased by tho
department- under this chapter shall, if required by th*
department, be licensed and supervised in the same manner
as boarding homes, foster homes and other Institution;* as
provided for In AS 47.35*010 - 47.35*080."

Mr . Borer asked If hospitals are presently licensed iIn

any way, and Mr Ray replied that they have to b< licensed,
that this section comes directly out of the department®s
act. He asked Mr. Dean to look up the Act covering that.
Mr. Ray then referred to SEC. 47.40.030 REQUIRED ACCOUNTING
PROCEDURES, "Anyone who solicits or receives fTunds from
the department, for the cost of services provided under this

%
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chapter (A) shall meet accepted standards of TfTiscal
accountability for public funds and shall, upon request,
submit a complete fTinancial statement by an independent,
certified public accountant to the department and to the
division of legislative audit; (B) shall, upon request

prior to the meetings as provided for in AS **7.05.010 (14),
demonstrate the actual cost of services offered using cost
accounting procedures as provided for by the department;

(© shall, upon request, Tfurnish the division of legislative
audit all fiscal i1information, books, records and accounts
pertaining to services paid for under this chapter.™

Mr. Ray then referred to Section 2. AS 47.05.010 (14),

"each February hold public meetings to review, study, and
propose, the necessary levels of care and the rates it

will pay to anyone for the services required during the
succeeding year. Before final adoption by the department
the proposed levels of care and the rates of payment shall
be reviewed by the legislature annually whllo 1in session."
It is a compromise, Mr. Ray added, and raid it would take
care of those problem:: tha* Vr. Crof"t war concerned with.
Mr. Croft disagreed and raid !t Ir. actually not a
compromise, but It Ir. closer.

Mr. Ray again referred to .'*%. 47.40.030 (P)k(C), and added
that there Is no protlem with S..c. 47.40.040 DETERMINATION
OF FULL COST OF SERVICES. A-. Croft raid, however, that it
reads, In part, *“ determined to be r.ecerr.ary by the

department and said this is getting I ick to what the
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commissioner wanted all along - it is the commissioner’s

wording. If they are receiving services they don’t want

they don't pay for them. 0/0
Mr. Ray noted that the full cost of services does not

include the following: (1) expenses, including salaries

and fees, incurred in raising funds; (2) funds expended

for construction, major equipment and other capital

expenditures; (3) depreciation and replacement costs of,

and costs of additions to, major property and equipment;

(lIj) religious training and education; and (5) services

provided which are substandard to, or exceed, the require-

nents of the state.

Mr. Borer asked what the basis is for including (2) and

(3), as they are two of the ™ost vital functions involved.

Mr. Ray said the full cost of service does not include O
them, and this was in both bills. Mr. froft said (3) was /0
not In both bills.

Mr. Fay referred to SEC. ~7.7~10.060 TEMPORARY PLACEMENT.

"When anyone places a person In a borourh, city, community

or private hospital, 1institution, or arf-nc.v pending

establishment of state responsibility for thnir care, the
department, shall not be responsible for the cost of

services purchased until the department officially assumes
responsibility for their care as. provided for under the

laws of the state. When tiie department temporarily places

9 person 1In a borourh, city, community or private hospital,

institution, or agency pending th determination of th"Ir

%
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responsibility it shall pay the actual cost of the services
provided.”

Mr. Ray thought that would take care of this part of the
problem Mr. Haugen was concerned about, namely, prisoners

or such who are put iIn a hospital for a few days. However,
Mr. Croft said no, because it provides again for actual costs
determined necessary by the department.

Mr. Ray said he thought that "actual cost"™ would be enough.
Mr. Croft said he would like to put the Committee Substitute
language back in there.

Mr. Ray referred to Sec. 47. *40.0"0 PERMANENT PLACEMENT,
"When the department places a person for whom it has assumed
responsibility in a borough, city, community or private
hospital, 1institution, or agency it shall, when offered,
purchase a level of care the department deems necessary to
provide that person with reasonable rehabilitation services
over and above the established level of care supplying
ordinary safety, comfort and peivra 1 wolfaro." Mr. Ray

said that this 1is the compromise, and thourht it was better
than 11t originally was. Mi-. Croft didn"t agree, saying It
was getting closer, but it. still says "the department deems
necessary."

Mr. Ray asked if he helievt-l the state was sup} used to be
running this type of thinr. Mr. Croft replied that if tiie
state wants the services, tli* y ar<» goinr t.0 have TO buy them.
He wondered 1i1f it iIs the state's responsibility to help

these children or If I, is. the respons.ibililty of the homes.

/13



These homes will not go on strike iIf they don’t get enough
support and refuse the children, and he felt for this

reason the state simply must help them out.

Mr. Ray said that if the private organization picks up

the tab, the state must provide for repayment as the state
Is responsible. He told Mr. Croft that the committee could
not leave this an "open end" type arrangement, however,

and let the people who run these organizations determine
the amount to be provided. He realized this was the "liberal™
viewpoint but he just didn’t feel tiie legislature would

“"buy it." Mr. Croft again disagreed and said the state
places them in the homes and if they don®"t want to pay at
the level determined by the home, they don®"t have to pay

at the rate, they [the state] can place them somewhere else.
Mr. Ray said they can’t place them if these people don"t
want them, and Mr. Croft said tin. homes would take them in
any event - he was referring to tile institutions.

Mr. Borer asked Mr. Croft if this proposed Committee
Substitute is any improvement over what they have now. Mr.
Croft said no, ’t is back to tho same old tiling, the
department setting rates. However, lie said it is better*
for temporaries. Mr. Ray disagreed. Mr. Croft said it
reads, " it [department] shall, when offered, purchase
N level of care the department deems necessary "
Mr. Ray disagreed, and said the state has to purchase I~ .
'r. Haugen asked ITf this Isn’t all determined In the

February meeting. Mr. Ray saild yes, at the February

2/2 3
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meeting the department tells what they propose to he a
necessary rate. If the legislature finds it isn’t going
to be enough they can change it. Mr. Ray said this s
what the review of rates each February ir. about.

Mr. Bradner said it runs in cycles, in his particular

area [Fairbanks] they almost ran the risk of forcing

small operations to close and about five of the patients
would have had to go back to API, which would have been
more of a' cost than the operation of the home. He added

that Commissioner McDonald wouldn't see it any other way.

Mr. Haugen said everyone misunderstood what Mr. McDonald

was doing. He v/as comparing cost in Alaska with outside
costs. It was that wide differential that caused Mr.
McDonald to try to get a level in Alaska.

Mr. Schwamm came in.

Mr. Haugen continued, stating that the cost cf capital

improvements, etc., are not included In the hospital
rates and that is why the differential is ro gi-»at. The
picture is changing so much. He said some of the private

institutions go under the guise of charity and lie can see
a reason for having this control of 1It.

Mr. Bradner referred to (?) wunder SF.C. ~7.,J0.070 DEFINITION
OF FULL COST OF SERVICES., "fund:- expanded for construction,
major equipment and otherl cnplvnl expenditures;” and said

on® of the two places In Fairbanks would come under this

and the other wouldn’t. Mr. hay asked if he would want to
put (3) In there, "depreciation and replacement costs of,
1723
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and costs of additions to, major property and equipment.”

Mr. Haugen said he could understand Mr. Hay's point

because of all the supplementals they had when everyone
had a bunch of bad bills on their back ana turned them
in to the state. He thought they should give legislative
intent that anyone having a bill against the state had to

have it in by the 10th of the month, otherwise the state
would not honor the claim.

Mr. Hay referred to examples of bills from the Department
of Health and Welfare being turned over to the legislature
throe years later, with absolutely no backup to prove the
state ever received these services.

Mr. Croft asked why distinguish between temporary and
permanent. Mr. Ray said it would leave it open end.

Mr. Croft asked what the department defined as "temporary."
Mr. Ray said "temporary" is pending determination of their
eligibility, and that this is where tiie compromise lies.

Mr. Croft did not understand why everyone is so concerned

about this; for example, if government buys 1 desk they pay
the going rat*'. Mr. Ray said they [charitable organ!/.ation.
arc not competitive. Mr. Croft said they are providing

services for the state and th*1 state isn't paying for them.
Mr. Ray asked who sent for them, they established these
homos on thMr own. Mr. Croft said tiu’s.o homes are
established out of tiie goodness, of their hearts and tho
state tal s advantage of tills.

/r . Ray asked Mr. Croft if lie would pass tills law where it

2/23
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Dill

Assignment

CSSB

SB

462

HCR 40

ICR 26

HB

HB

HB

HB

605

558

ro-

611

ri8

2" "

gives the legi

Mr. Croft said regarding permanent service,

paying full cost and he would

"permanent'and

returned to Ti

slature final

""temporary."

le until the other members had a chance to

say on the

level of care.

they are not

like to delete the words

Mr. Ray said the bill would be

review the proposed substitute.

COMMITTEE SUBSTITUTE FJR SENATE BILL NO.

210 (Purchase of

services for persons for whom the state has assumed

responsibility)

SENATE BILL NO.

assigned to Mr

HOUSE CONCURRENT RESOLUTION NO.

— assigned to Mr. Bcre

462 (Sabbatical

. Borer.

leave for teachers)

r.

40 (Development training

programs in oil drilling operations for people of Alaska®s

Arctic) — assigned to Mr.

Croft.

HOUSE CONCURRENT RESOLUTION NO. 26 (Earl

education) -- assigned to Mr. Borer.

HOUSE BILL NO.
HOUSE DILL NO.
— assigned to

HOUSE BILL NO.

605 (Magistrates) -- assi

558 (Programs of Rural

Mr. Hauren.

y childhood

gned to Mr. Ray.

Development Agency)

505 (Rstabl 1;m1Ing Villa.—*" j;afc Water Act)

— assigned to Mr. Ray.

HOUSE BILL NO.

assigned to Mr

Mr. Ray moved and asked unanimous consent, that HOUSE BILL

NO. 518 (Relating to

and gas leases

committee for

611 (Cornpretk*n:-1ve health planning) -

. Haugen.

limitation upon the issuance of

in the state) be brcirht. before tho

discussion.

No objection,

4Q9

-0 ordered.

oil
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HB 88

He then asked Mr. Sackett what has been done on this, and
Mr. Sackett said that Tom Kelly has agreed to come before
the committee, but so fmr nothing has been done on it.
Mr. Haugen referred to HOUSE BILL mo. 88 (Relating to the
rules and regulations to be issued by the Department of
Health and Welfare), and said this would give the Director
of the Division of Environmental Health, Mr. James
Anderegg, power to de/elop regulations for control of
solid wastes and the COMMITTEE SUBSTITUTE expanded it to
include agriculture and other things. It is a lousy bill,
he said, and would rather send it out of committee - it
has no financial iImplications attached to Iit. It authorizes
them to develop regulations. Mr. Haugen referred to their
fiscal note which reads, "There are no additional funds
required within the Department of Health and Welfare to
implement this legislation. HOUSE RILL 8H is for 'ho
purpose of empowerin'' the commissioner w*vL author! ty t.o
regulate and to set standards cencorninr *H- hand®! In;" of
solid wartor."
Mr. Haugen moved and asked wunanimous consent, that HOM;,'E
HiLL MO. 88 bo reported out of commit te® e:1*h personal
recommendations. On vote by tho committee, ilOl RILL MO.HS8
was reported out with the following recommendations:

DO PASS: Messrs. Hay, Hohman, Croft, Bradner,

Haugen and Sackett.
NO RECOMMENDATION: Mr. Boro".

fPue to a (ost factor they were not aware of at. the 1Lr. ,

100

%
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Recess:

however,

HOUSE BILL NO.

88 was held

Mr. Ray asked the committee members

as they

in the Tile].

to exert as much

effort

can on HOUSE BILL NO. 251 because he would like to

move that b ill out of committee in

HOUSE BILL NO. 518.

Meeting

recessed 10:00

a.

m.

some manner, and

also
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HOUSE FINANCE COMMITTEE
Monday, February 23, 1970
1:30 p.m.

Present: AlIl members were present. Also present were members of the

Board of Regents of the University of Alaska [Mr. William O"Neill,
Mrs. Edith Bullock, Mrs. Dorothy A. Wrede, Mr. A. D. Robertson,
Mr. Brian J. Brundin, Dr. Hugh B. Fate] as well as other University
officials [Dr. Wood, College President, Mr. Donald Theophelis,
Dr. Arthur Buzwell, Mr. Harold Byrd, Dr. L. Haynes, Mr. Robert E.
McFarland, Dr. Ray, Mr. Holden] and Mr. Y.arry Lackey, consulting
architect. Interested legislators and members of the press and
general public were present, too.
Chairman Ray called the meeting to order at 1:30. He explained
that the reason for not having a joint session with the Senate
Finance Committee was that in the past they have found with so
many people asking questions the members of the House Finance
Committee did not always have the opportunity to question the
witnesses.
Mr. Ray then introduced Mr. O*Neill, who iIn turn introduced the
members of the Board of Regents and the other University officials
present.
Mr. O ’Neill explained that he was first going to give a presenta-
tion breaking down tho original request made by the University of
Alaska, and then would later go into the implications of the
budget as presented to the Legislature by the Governor®s office.
The fTollowing is a near verbatim copy of Mr. O"Neill"s
testimony. The graphs and charts to which he referred are
appended to these minutes.

"It @s an honor to appear before you today and present the
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1970-71 operating budget request for the University of Alaska.
Before we explain the Tfinancial details of this year’s request,
however, we feel 1t isimportant to answer briefly two basic
questions:
1. What is the function of any university?
2. What are the special functions of the University
of Alaska whose far flung operations are to a

limited extent indicated on the map before you.

To answer the Tfirst question we can use the Tfollowing accepted
statement: ™"Rasically, a university.._is an organized institution
for the advancement and diffusion of knowledge..in a way that 1is
purposeful, orderly, and efficient."

To answer the second question, we can turnto the goals of our
own Board of Regents which are:

* To instruct youth and adults seeking higher Ilearning.

* To increase knowledge of value to mankind and
particularly to the residents of the State.

* To serve the people of Alaska asan intellectual,
scientific, and cultural resource.

* To provide and to develop leadership for the people
of Alaska.

* To strive above all to develop in students qualities
necessary to be worthy human beings in a democratic
society.

Also— before examining this year®s request iIn detail- it is
important to see the overall picture of University TfTinancing.
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As shown on the graph depicting University resources [see page

erjs'"] the State appropriation amounted last year to 42.8" of
our complete financial operation. The rest comes from: gifts,
grants, and contracts; fees; federal appropriations; overhead
cost recovery; and sales and rents.

Now, on Graph 2 [see page.rv?~] is a percentage breakdown of
the state"s k2.8% appropriation of the University"s budget.
With these general points in mind, then, we can turn to this
year"s specific request. As shown on the chart [see page-S--*/- ]
this is $18,662,000, an increase of $6,786,000 over the
$11,876,000 spent in 1969-70.

This increase, in turn, can be broken down into five basic areas

all of them vitally important to a growing University: [see

page <I3i ]
A. $1,400,000 for Salary Adjustments
P. $1,300,000 for Increased Operational Costs
C. $ 850,000 for Costs of occupying and
operating new facilities
D. $ 932,000 for New Programs
E. $2,304,000 for Increased Workload and

Improvement of Existing
Programs

The $1,400,000 of the requested increase is for salaries and
represents the faci that Nationwide inflation plus the Impact
of oil industry development on our cost of living leaves
University personnel at a serious disadvantage, [see page rjy]
We are concerned with the "people problem"™ on our campuses,

and it stands to reason that without good work from good people,

2/23/70
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it is virtually impossible to have a good university. There-

fore- a priority this year must be improved wages for all our
personnel. On the chart, these factors can be summarized as
adjustments to catch up with nationwide inflation, oil industry
impact, other university pay scales, local borough schools, and

other' State employees' raises which the University did not
receive in full measure in past years.

The cost of doing business throughout the University is also a

matter of great concern, [see pageryo] Without meeting infla-
tion in this area, it would be difficult even to keep the doors
open. Therefore, $1,300,000 of our requested increase is needed
for increased operational costs. 'This will:

* Maintain the Present Service Level in Light of Leaping

Inflation.

* Replace worn out equipment.

* Provide for management information systems for opera-
tions and comprehensive planning.

* Provide for deferred maintenance— that has been put
off too long.

* Provide for continuation of programs started with
outside funds.

The University is proud of its record of physical growth,

[see p. *'V/] No doubt, some of you joined with us for the

recent dedications at Ketchikan, .Tuneau-Douglas, and Anchorage.
Again, however, these new facilities call for an increase in
2/23/70
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operating expenses for utilization, maintenance, security,

etc. In 1970-71 this sum will amount to $850,000 of our
requested increase— $400,00U for the community colleges, and
$450,000 for the main campus.

Physical growth, however, 1is not the only mark of a major
university; new programs must also be added, [see pagesv-"-]

This year we are requesting assistance for a television laboratory
(approximately $201,000), law school planning ($50,000), state-
wide public service projects ($312,000) and the Special Orienta-
tion Services program for rural and Native students requested

by the legislature and deemed so important by the University
itself ($32,370 and $82,410 additional now shown on the chart
has been requested as a result of the Comprehensive Plan on
Special Orientation Services.)

The total requested increase for new programs is $932,000.

There must also be iImprovement of existing programs if we are

to progress, [see pages"yJ] For 1970-71 this requested increase
will represent $2,304,000- $724,000 for instruction and library;
$528,000 for reorientation of research toward Alaska problems;
$629,000 for public service including the community colleges,
and $423,000 for general services. Additional charts will
further explain these figures.

The $724,000 improvement Ffigure [see page s"yy ] will include
instruction, library and related activities.

The prospects for reorientation of research toward Alaska
problems can be broken down as follows [see page my O : Matching

funds for Sea Orant, Geophysics, Marine Science, Arctic Biology

2/23/70
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Social-Economic, Arctic Environmental Engineering, Special
Projects.

The $629,000 figure can be broken down as follows: [see pages"y* ]

South Central Regional Center Expansion $215,000
Expanding Extension staff & services 104.000
EnrolIment growth in community colleges 240.000
Cooperative Extension service increase 70,000

The $423,000 figure in general services represents funds for

student services, physical plant, and administration, [see
page "7 ]
In closing, 1 would like to point out that this request amounts

to 8.67 of the projected state budget as compared to 87 of the
State budget last year, only a .6% increase.

It is also interesting to note that, as a generai trend, the
percentage of the State operating budget spent on higher educa-
tion in Alaska Is LESS THAN HALF spent by lower 48 western states
including Arizona, California, Colorado, I1d™ho, Montana, Nevada,
Mew Mexico, Oregon, Utah, and Washington.

I would also like to point out that Federal Government support
and recognition as demonstrated or. this Research Graph, [see
page ryt ] shows the University in the sample year 1°(R, 85th
from the top in a list of 2,174 colleges and universities.

This places us ahead of Brown University, Rice, Washington
State, Georgetown, and Notre Dame, among others.

Writing iIn the October 17th issue of Sctenet*. Luther 7. Carter,
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nationally known free lance writer, concludes that "Given...
proper fTinancial support by the state government and Tfederal
agencies, the State University can be enormously useful in
helping to guide Alaska®"s future."

Clearly, then, we have provided our State with a major University.
Clearly, also, not a small step but a giant leap forward is

now a requirement for Alaska higher education, due to rapid
development at the present time. Against a realistic assess-
ment of the State®s requirements and what is expected of the
University in trying to meet those requirements, the program
proposed in this budget request is not only realistic but vital
to the future of Alaska."

Mr. O°Neill then introduced Mr. Lawrence Lackey, who is working
on the advanced planning for the University on a statewide basis.
Mr. Lackey distributed copies of the work program. He said

that this work program describes the program of study the
University is embarking on which is the extension of the planning
process which has been going on for the last decade. Historically
this had its origin in the presentation In 1968 of a lonr range
plan for the University. The recommendation that was made at
that time was that this biannual report should be extended to
include all units of the University, and so the study described
in the work program addresses Itself to the review and examina-
tion of the whole matter of higher education not only in Alaska
but elsewhere, seeing what mutual influences are interacting

and then coming back in an attempt to solve questions for the

3tate itself. The University, he said, does not presume 1In
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this effort to write the description for the entire segment

of higher education. It solicits collaboration and iInterest

of other persons, institutions, business, government, industry,
etcetera. The Immediate objective of the study is to reissue
in September,in accordance with the Regent’s decision of every
two year updating the long range program, a revised statement
that will contain a summary of the TfTirst phase study which

the work program describes and will include updated plans for
the college campus and wther units of the University.

Mr. Lackey then referred to the chart opposite page 9 iIn the
work program [chart appended on page ]- He explained that
his firm"s role In this matter as planning architects is simply
that of extending the kind of planning process that they have
been engaged in, to indicate what the respective steps are 1Ir.
the work program described, who will be producing what items

of work, etcetera. He explained, referring to the chart, that
the University Is now on time line 1. What has been going on
up to now is the fTormation of the Comprehensive Planning
Committee designated by Dr. Wood, which is that committee which
will steer the work. They have been engaged In formulating task
groups to assist them and to represent the widest possible
segment of people.

Mr. Lackey continued, stating that the next stop will be the
projection of certain policy hypotheses concerning the role

of higher education in Alaska in terms of alternatives as to
what the program should constitute and then relate it/S?ojected
enrolIment populations. Then, based on this, a statement ofobjectlv

v needs will be made.
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The next segment of the program will be an attempt to devise
specific programs to answer those needs.

The next segment of the program will be to organize broadly
and/or modify to accomplish those programs that have been
defined.

At that point they would begin to generate profiles or general
statements on broad aspects of the program.

The wsrk will continue in similar fashion, each step building
on the last, until a Campus Development Plan has been developed,
approved, reviewed, and published.

Mr. Haugen asked what the Tfigure associated with this planning
and development 1is. Dr. Wood said that $20,000 to $25,000 1S
what they have been spending for planning and development. This
will cost a little more, around $40,000, he said. It is part
of the budget.

Mr. O'Neill said he would now continue with the budget presenta-
tion. He said that the budget sent down from the Governor's
Office has cut back the figure from the requested budget by
$2,500,000. This brings the University increase in 1970-71

to cpproximately $4,000,000. Of that $4,000,000, he said,
$1,400,000 must go for salary adjustments so that the University
employees can catch up with other institutions. Mr. Ray said
possibly in the non-academic employees were taken out from
under the University system and put under the regular merit

system, this might give the University a hand in dealing with

2/23/70
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the problem of inequality of salaries and benefits. Then
everytime state employees receive an adjustment, it would be
automatic that the University employees would, also. Mr.
O"Neill said that the largest part of their problem is in
faculty and faculty staff and not just the employees. Mr. Ray
asked 1f that meant th~t there would be no problem with taking
non-academic employees out of the University system and putting
them in the merit system. Mr. O"Neill said that there would be
problems. Dr. Wood said that the University does not follow the
same calendar year as the state, that the University does not
close down for federal holidays, that the academic year and
calendar year are very different. He said he has lived through
both systems, the one with University employees under the regular
classification system and the other with them iIn separate systems
separate
and he believes that the/systems is a far better one. He does
not feel that the change would be a desirable one for the state.
Mr. Ray said that he of course respects Dr. Wood"s opinion,
but that it is his feeling all state employees should have *hx*
same rights, duties and privileges. Dr. Wood said he, too,
feels they should be equal.
Speaking of faculty salaries, Mr. O"Neill said that there arc
members of the faculty at the University who arc receiving
smaller amounts of money than some of the borough school TfTaculty.
Mr. Ray asked if the professors he was referring to were

associate and assistant professors and Mr. O"Neill said yes,

it did involve those.
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Mr. O"Neill said that there is $1,300,000 for increased

operational and business cc”™ts in light of inflation and the
oil industry impact, $850,000 to be spent for the cost of
operating & maintaining buildings which have Just been opened.
The committee’s cut, however, does not allow for full expenditure
of these amounts. The committee [he 1is speaking here of the
Budget Review Committee] cut also means there are no funds for
an increased workload and improvement of existing programs,
which includes: Educational TV [this is partially funded], law
school planning, Upward Bound, new programs in adult and
vocational education, new programs in fisheries technology,
Kodiak Marine and Sea Food programs, Petersburg Community
College, Wrangell Community College, Northwest Community College
program at Nome, Fourth Class city extension programs,

Bethel district cooperative extension, fur specialist coopera-
tive extension, aboretum.

Mr. Sackett asked who decided that these specific areas would
be cut. Mr. O“Neilll said that iIn the process of setting up
priorities it is necessary to review the whole situation and
said It iIs better to iImprove ongoing programs than to start new
programs. Mr. Sackett asked if there is a list of the new pro-
grams included in this year®s budget. Mrs. Bullock said that
there is $180,000 for new programs, and about $130,000 is for
Educational TV, $20,000 for the Red Meat Program, and $30,000
is fcr Special Orientation Services [SOS]. The rest of the
programs mentioned are eliminated. A budget request breakdown

was passed out to the committee members,
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Mr. Sackett, after asking jotne RKu her questions, made the
point then that actually tiie r™w programs were not necessarily
cut by the Governor, but will h# ¢cV\ tv the Board of Regents.
Mr. O"Neill said that the oavi would have to go back and
review the exact situation based on the amount of money which
they receive from the legislature. The staff and the Board get
together and work up the working budget. Recommendations are
made to the Board of Regents who then approves or disapproves
them. He said he could not really say what would happen.

Dr. Wood said that iIn the Governor®"s message he clearly indicated
that of the new programs proposed there were three areas for
which he requested support - the Red Meat program, Educational
TV and SOS. Mr. Ray asked if those 3 new programs could be
funded by a readjustment of Priorities E and A [salary adjust-
ments and increased workload and improvement of existing programs].
Dr. Wood said that they would simply make a selection from the
new programs that they could start - some might be started at
midterm - and said they would have to cut back on the improved
programs at upper division and graduate levels. Mr. Ray said
they would also have to cut back on the salary adjustments,

and he observed that i1t comes down to a question of whether

the University is going to decide to start these programs or
increase salaries and research.

Mr. Borer called attention to Priority E, item B, which reads
"reorientation of research toward Alaska problems.”™ He asked

what the research has been oriented toward in the past. Dr.



Ray 3aid that the history of funding of research at the
University over the past 10 years shows a very small percentage
of state funding, with most- of the money being federal funds.
Therefore most of the research has been for problems considered
to be of federal significance. For this reason a great deal of
the research work at the University, although it has had relevance
to Alaska, has not been specifically concerned with Alaskan
problems. He said that they believe now the situation is such,
because of the drastic changes going on in Alaska, that there
is a need to take a larger cut of state funding so it can be
averted to major problems facing the state. As an example of
the kind of research needed, Dr. Ray said that there is difficulty
even Ffinding enough information on the North Slope to be able
to speak authoritively on the pipeline. Heretofore most of the
research funds have come from the federal government and so
requirements were placed on how i1t could be used.

Mr. Borer indicated that he feared the University had been
carrying on some of this research just to get federal money and
not with a concern for benefits to the state.

Mr. Borer asked where the Tfigures are on how much the cost

for "management information systems for operations and compre-
hensive planning”and also for “deferred maintenance that can be
put off no longer”™ 1iIs [these are items under Priority B].

Mr. Byrd said that there 1is $34,000 for management information
systems. This has to do primarily with .Increasing the program

of service with respect to use cf the computer for those systems.
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Mr. Borer asked what portion of the $1,300,000 for increased
operational costs is to "maintain present service level in light
of leaping inflation.” Mr. Byrd said it is around 10!'? of the
total non-salary expenses that they have - something like
$800,000. That figure could a little off either way, he said,
because they are uncertain of the net effect of inflation.

Mr. Borer then asked about "replacement of worn out equipment"
which is also part of Increased Operational Costs, but Mr. Byrd
was unable to give him that figure.

Mr. O"Neill explained _.hat this presentation was just meant to
be a summary, and that they had expected any detailed work would
be done with the subcommittee. He said they would provide these
figures, they just weren®t with their, at the present time.

The subject then moved to Housing.. Mr. O"Neill said that for
several years the Board of Regents has taken the attitude that
housing for faculty and married students should be provided

by private enterprise off Uniyersity grounds. For a while

they were fairly successful and things were moving along smoothly.
They have tried for some time to get some interest iIn married
students quarters such as a dorrnitory-apartment typo of buil~lhg,
and Dr. Wood and his st*.ff have had many discussions with
interested people, but nothing has materialized. Now with the
oil boom they are in dire straits. At the present time there

is a request in to the Legislature, or at least In the Governor®s

Office, to provide married students housing off campus. At
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the present time to alleviate the fTaculty housing problem there

are negotiations underway with a major oil company who will

provide equity money up to $500,000 and credit money up to

$2,100,000 to provide 110 faculty houses on the

on the Chena Ridge. They hope this will be finalized in the

next few weeks. The question of the married students is still

up in the air. All the University knows is that the Associated

Students presented a request and the Board of Regents approved

it and went ahead and contacted thg Governor®s Office about a bill

providing for married students®™ housing.

This entire housing matter is not mentioned in the budget.

Mr. Ray asked under the new programs, organized research, what

the explanation is of the $75,000 priority item for a Seward

facility. He requested Dr. Ray to give a rundown as to what the

level of research 1is going to be.

Dr. Ray said that in the University procram, Marine Science

has been rapidly growing and will continue to grow. He said

that in 7 years they have moved into a $2,000,000 program.

The first shore facility was on Douglas Island which the

University got under extremely favorable conditions from the

City of Douglas. The program there has been going on for six

or seven years. As the program grows, lie said, the University

is becoming more and more aware that there is no way the entire

coastline of Alaska can be served by one area, and although

the Douglas facility is ideal for Southeastern Alaska, logistically
research

it has become impossible to use the/information solely from

that facility for work elsewhere in the state, for instance on
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the Aleutian Chain or Kodiak, or more specifically at this

time iIn the Prince William Sound area where there has been

much interest lately. He said r.hat there has been much pressure
from communities for siting new facilities, but he said that
there is no i1ntention of halting activities at the Douglas station.
In the meantime they have been offered iIn Seward and have

taken over at least temporarily a docking facility and a ware-
house of comparable size in area to the Douglas facility. The
$75,000 is not to set out any major research but is to fit out
the warehouse, heat it, and use It as the base of operation for
the ship. Long term programs and activities in Seward will build
at the same approximate level as Douglas. He said that it 1is
expected that the Bureau of Commercial Fisheries will have an
installation in Kodiak iIn the next five or six years, and said
that he expects and looks forward to the entire coastline of

the state being covered by such facilities eventually.

Mr. Ray asked how many people are presently working in the
Douglas facility, and Dr. Ray said around 12. Dr. Ray said,

in response to Mr. Ray®"s questioning about the staff at the
Douglas facility, that the research operation is fairly mobile,
but that there is a vigorous research program going on at the
facility. He said that Dr. Nayadu who work on the geology of
glaciers, sedimentation and such, will certainly not be moved

as this is the 1i1deal location for him. Mr. Ray asked if Dr.
Nayadu doesn®"t work under a federal grant and Dr. Ray said that
that is correct.

Mr. Ray said that Dr. Ray was giving him the idea that all
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these research plans are revolving around this wonderful

Idea of what is going to happen with the Kodiak facility and

all In 1975. He said if he remembers right the University

when talking about community colleges went to great pains and

some people iIn Juneau went to a lot of work because the University
said that they would like to take advantage of the present federal
facility at Auke Bay, so an exchange of lands was made and

Mr. Ray said he had hoped they would increase facilities in

this area, especially in relation to Forest Service and fish

and wildlife. Now, he said, it appears the University has been
going downhill and Is preparing to dissemble the activities 1in
hopes of some day locating in Kodiak if they get a Fish and
Wildlife station up there. HE said there is one now in Juneau,
and he feels It should be taken advantage of.

;Br.  Ray saidthat a new laboratory and specialized facilities

are olanncd for Auke Bay, also, in 1975. He said that there
appears to him to be a need to spread out the activities of
Marine Science further and further around the coastline. There

is an obligation to areas other than Southeastern Alaska. Mr.

Ray said that he agreed, but said he felt with the establishment
of pulp mills and possibly large mining operations in Southeastern
and with the great Interest beingshownlLn ecology that there
would begreat estuary studies going on and increased activity.
Dr. Ray said that two small ships will be remaining in Douglas.
Mr. Rayasked if there were any truth to the statement that

people at the Douglas station were being told to get ready to
move. Dr. Ray said that a couple people have been alerted,
perhaps, as the Marine Lieutenantwouldbe moved with the larger

ship, and a couple of his crewmen would probably move their
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families to the Seward area. In response to further comment

by Mr. Ray, Dr. Ray said that if they can iIncrease the budget
they will be able to iIncrease the programs everywhere. He

said that he felt eventually a multi-million dollar research
program in Marine Science would be warranted in Alaska..

Mr. Haugen indicated that he felt there was a contradiction
between the statement that the University is going to cut back
new programs in favor of improvement of old programs, and the
fact that they are starting this new facility in Seward.

Mr. O°Neill said that the marine docking facility in Seward is
one of the items they will be cutting out if they don"t get

the requested funds.

Mr. Borer said that when some people from Atlantic Richfield
were iIn Cordova iIn December they said they .iad given the
University of Alaska a substantial grant, but they did not know
what the amount was. This grant had to do with research on

a terminal facility and its effect on Prince William Sound.

Mr. Ttorer asked 1If such a grant has been made. Dr. Ray said
yes, and that so far the study has just been on Valdez Arm.

Mr. Borer asked how much the grant was for, and Dr. Ray said

he thinks so far $120,000 has been given but that lie was unsure
of that and would not want to be held tc that figure.

Mr. Borer asked if a copy of the agreement betveer. the Ur.lversi
and Atlantic Richfield would be available, and Pr. Ray said yes
and agreed to furnish Mr. Borer with the same.

Meeting recessed at 2: J0 for 10 minutes.
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After Recess
2:45 p.m.

of

Capital Mr. Holden gave the presentation/the University of
Improvements

Alaska capital Improvements. The TfTollowing Is the text

from which he spoke.

"Capital Improvements requests submitted by the University

of Alaska to the Governor®s Office for consideration during

the current Legislative session fall into 3 categories

of funding.

1. Requests for funding by direct appropriation for

those projects considered by the University to be

immediately required

2. A request for authorization to seek private fTunding
for a museum TfTacility

3. Requests for funding by General Obligation bond

Issue those projects necessary to carry out Univer-

sity of Alaska programs throughout the State; projects

to support existing facilities; and projects to
accommodate rapidly expanding segments of the

University system, particularly in the Community

Colleges and in the Anchorage area.

First, the requests for Diroct Appropriation [see pageS'<y™ ]
University requests for funding by direct appropriation
which were recommended by the Governor include - the
upgrading of the sewer system at the Juneau-Douglas
Community College - which is Priority if2.

- Remodelling of the Patty building on the College
Campus to provide adequate storage fTacilities and relieve
heavy loads on some physical education facilities -
Priority V3.

- and installation of a food service facility at the

Anchorage Community Collefr&™in an existing building -
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Priority # 5.
Not recommended by the Governor were 2 projects:

- the remodelling of the Bunnell Buildings which
was partly vacated with the opening of the new Library
in September 1969 - Priority §1l.

- and the rehabilitation and furnishing of the
Chapman Building which will be vacated by the Geophysical
Institute in April 1970 - Priority #4.

The Remodelling of Bunnell was considered Priority H
because of the early completion of the new library
facility, causing the old library portion of the Bunnell
Building to become vacant one year before the completion
date written into the new Library construction contract.
The space, approximately 14,000 square fTeet is
presently being occupied by temporary users pending
remodelling, which will provide approximately 18,000
square feet at a project cost of about $33 per square
foot, or 3/5 the cost of new construction.

The refurbishing of tiite Chapman Building was considered
also as a priority item because of tiie early completion
of the new Geophysical Institute building.

Next - the request for authorization to enable the
University to seek private funds for a museum facility,
[see page

Earlier, consultants” advice i1ndicated that a realistic

celling of 4 million dollars would be the maximum amourr



probably raised.

It now appears that funds exceeding that amount may

be raised by private subscription and therefore we
request that this authorization be granted without a
ceiling being placed on the funding.

The fTacility will be used for instruction, public
service, including the mounting of travelling displays,
and research iInto the various aspects of Alaska®s history.
The University has one of the finest collections in
North America, which Is now housed iIn boxes, crates,

in odd comers where space is available while the
public collection is displayed in .a hazardous old
building with totally inadequate facilities for the
storage and display of the material now in the Univer-
sity"s possession.

[see page S'f'l ]

Of the Capital Improvements requests submitted for
consideration for funding by General Obligation Bond
Issue, the Governor recommended the fTollowing:

- the Anchorage Higher Education Library and
Instructional Materials Center - Priority H2 .

- a Health and Safety building®to house an infirmary,
the Fire Department and Emergency Control Center and
the Security Office on the College Campus - Priority #4.

- new community colleges at Kenai and Palmer -
Priorities H@ and #6.

- exDansion of the University of Alaska.

2/23/70
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- expansion of the Community Colleges at Juneau-
Douglas and at Ketchikan - Priorities i 8 and 9

- a portion of the request for farm improvements
under the Agricultural Experiment Station ($300,000
being deleted by the Governor for improvements at
Palmer) - Priority #10.

- and modernizing of water distribution and other
utilities at College as recommended by Kennedy Engineers,
the University®s utilities consultants, the State Fire
Marshal and the Pacific Fire Rating Bureau -

Priority #11.

Also recommended by the Governor but not requested by
the University fTor consideration until FY 1972 were an
addition to the Biological Sciences Building at College
and a new dormitory-dining complex for a total of
$7,500,000.

It had been anticipated by the University that these
pro~fccs would require funding in FY 1973 but approval
had .een requested for FY 1972 to enable the University
tc seek Federal support.

Of the $33,600,000 requested for FY 1971, the Governor
has recommended $17,800,000 and his total recommendation
including the above mentioned BioSclence addition and
dormitory facilities adds up to $25,300,000.

Projects not recommended by the Governor [see pages*iJL]
include roads, streets and parking facilities at College

which was priority # 1 of the GO Bond issue.
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- a Mineral-Marine Resources facility which had
originally been requested at $7,500,000 which was
revised upward to $12,200,000 - Priority #3

- and a warehouse at College - Priority #12.

The University requests that Project #71-07 "Roads,
Streets and Parking Facilities™ be recommended for
General Obligation Bond issue and that the 7.5 million
recommended for the Bio-Science Addition and Dormitory
Dining facilities be recommended for a Mineral-Marine
Resources fTacility.

First, a brief examination of the University"s Priority
# 1 - "Roads, Streets and Parking™ [see page 1

The Long Range Development Plans for the College campus
published in 1964 and 1968 provided for the development
of the lower academic core area. The Long Rantre
Development Plans established building sites and
circulation patterns to be developed as the Campus Pirows.
The LRDP provided sites for tho Campus Activities Center
(approved by the legislature in 1969) and the general
classroom and office building, Tfunded by the voters in
1968. To accommodate those projects and to provide for
the circulation outlined In the LRDP the University
requested the Governor to recommend the Roads, Streets
and Parking project, which he did not do.

[see page r-TJ ] Here we see tho effect on campus

circulation imposed by the construction of the above
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mentioned projects. All inner campus circulation has
been eliminated, as envisioned iIn the Long Range
Development Plan and further circulation must be
developed to the east, south and west of the academic
core. IT this development does not take place then the
campus Taces an almost impossible situation. The only
access to the remaining roads will be by an unpaved
road extremely susceptible to erosion and run-off on
the east of the Pine Arts fTacility and another on the
West Ridge i1n similar condition. Loss of efficiency
and difficulty of access for visitors, employees,
students which already exists will be greatly aggrevated.
Emergency circulation, already critical, will become
almost impossible.
The State Fire Marshal has repeatedly criticized the
lack of adequate circulation due to an insufficient
road system and inadequate parking facilities.
The Capital Improvements request then includes the
provision of circulation as outlined in the LRDP. Also
included i1s a request to provide minimal adequate
parking facilities, both to upgrade existing parking and
to replace and expand parking areas 103t by previously
funded projects. Included Is a new parking fTacility
easv of the Fine Arts facility, either on the low lying
+o/fatfa Farmers Loop Road (Alternate A) or a
tiered parking fTacility on the slope below the Fine
Arts facility. Investigation a3 to the relative co3t

per car jtr.1l will bo required by alternates A and B.
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The campus had 1964 registered parking permit holders

in Pall 1969. Standards established nationwide indicate
that parking should be provided for 91% of parking
users in a typical University situation. University of
Alaska experiences confirm this figure. The campus
presently contains 620 spaces (including residential
spaces) fewer than the recommended average. 200 of
these spaces will be lost on March 1, 1970 because of
new construction. The deficiency will then total 800
spaces. It is projected that the number of parking
users will rise from 1964 iIn Fall 1969 to 2,600 iIn 1972.
This will require 600 further spaces (450 with electric
outlets and 150 without). The total deficiency will
then reach 1400 spaces. The campus urgently needs
relief from the parking crisis.

The proposal would also pave parking lots south of the
Bunnell Building, south of the Patty Building and

east of the Fine Arts fTacility.

This paving is partly to provide more efficient

parking facilities but mostly to reduce maintenance
costs in existing buildings. The Janitorial cost in
Bunnell Building for instance if $1.15 per square foot
per year, This Tfigure Is steadily increasing and the
number of Janitors per square foot 13 steadily Increasing,
largely because of the fTailinr of mechanical systems
through du3t inhalation and the transmitting of this
dust into rooms 3erved by mechanical systems. The

University engineer for Construction Maintenance and
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Operations estimates that the square foot cost will
be reduced by 18 cents per year in the Bunnell and
other campus buildings. When it is realized that
the academic core will contain 754,400 square feet
in September 1971. A saving in excess of $135,000
per annum will result from paving traffic areas.
Lack of paving will result only in further deteriora-
tion of building systems and rising Janitorial and
maintenance costs.”

Mr. O"Neill wanted to emphasize Just a couple points
about the Capital Improvements. One was about the
$2,400,000 for Roads, Streets and Parking, which he
said the University desparately needs. The other
was that the $7,500,000 earmarked for the Biological
Science building and dormitory-dining facility they
would prefer having earmarked Tfor phase one of their
Marine-MIneral Tacility. The Bio-Science building
and dormitory-dininr fTacility authorizations are not
really needed until 1972.

Mr. Sackett why these were the two the Governor* had
included, and Mr. O’Neill said that he had no idea.
Mr. Ray asked how the Department cf Mines 1is working
out. Dr. Wood said that WICHE has just completed a
study on enrollment problems iIn mineral engineering
fields in six 3tates in the west who have mineral
engineering programs. He said that there are fTive
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portions to mineral engineering: Ceramic, Petroleum,
Geological, Metallurgical and Mining Engineering.
None of the schools have all of these programs, and
none of the schools have sufficient enrollment at this
time to really Justify continuation of their mineral
engineering work with the possible exception of
geological engineering in Alaska and Arizona. The
states have agreed to go out on a Joint recruitment
program to try to alleviate this situation. The
University has agreed to attempt to pull up enrollment
in mineral engineering fields by a waiver of out

of state tuition on an exchange student basis. For
example, Alaska has two of the programs, Wyoming only
has Petroleum, Arizona has Ceramic and Geological and
Metallurgical. In addition to allowing exchange
students on an iIn-state tuition basis, they are all
going to undertake a common recruiting propram,trying
to interest young people and encouraging them to go
to one of the states offering their special Tield of
interest i1f their own state does not. In addition,
the University has agreed to undertake major effort
to raise scholarships, grants from industry and
private gifts from Individuals so that more good high
school graduates will be attracted. IT this program
is not successful, Dr. Wood 3aid, then the various
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states will have to come back to theilr respective
legislatures and recommend that the programs be
dropped. He explained, In response to Mr. Ray’s
comments, that the reason they are working so hard

on this Instead of just dropping It now is the real
need In this field and Its importance to Alaska®s
development.

Mr. Hohman said that he understands there are certain
design deficiencies associated with the new library
building, and he wondered about the cost involved,

and whether or not the University was going to bring
suilt. Mr, O"Neill said that he thinks the figure that
was mentioned was over 1/2 million dollars, and said
the University has already filed suit. Mr. Bradner
asked 1f the suit was against anyone besides the
architect, and Mr. O"Neill said not to his knowledge.
Mr. Haugen asked how far along the University is in
setting up the School of Law. Mr. O"Neill said that
there is $50,000 in their budget request for pre-
liminaries. Dr. V/ood said that that is just for one
person to come up with the program from the standpoint
of the legal profession Itself. He explained that
about 4 years ago a seminar of bar and bench officials
was held, and a statementlxgze by them that setting

up a law school was a desirable development for Alaska.

The University has submitted tho next step now which
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la to get the formal planning done by someone

qualified as a law educator and this is what they

have proposed in the budget. He said that

this would be the first of the professional level
graduate schools iIn the state of Alaska. He said he
thinks it is essential to the development of the state,
and said that right now it is a very timely development.
It is needed not only for Alaska students but also to
attract students from outside the state.

Mr. Haugen asked what the proposed cost of this would
be. Dr. Wood said that the basic cost of the School

of Law would be for the law library. Then there would
be the cost of instructors, about 7 Ffull time positions
and a dean by the end of three years, three secretaries,
and two librarians, so they are talking in terms of
about 10 full time persons to operate at a professional
level and probably half that many clerical people at
the end of 3 years. Dr. Wood estimated rousrhly $40,000
per professional person, including clerical and
secretarial supplies, equipment, etc. He said that

for the Tirst year of operation the cost would be
around $150,000 to $175,000 , mie imagined, and that this
would go up for each of the next two years at a rate

of about $100,000 per year. Therefore by the end of
the three years the cost would probably be about $350,000
per year. This would be adequate for approximately

100 students altogether in three years, or mapbe 35 a
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year, The first graduating class would probably

be only about 12 to 15, and would hopefully Increase

to 20 to 25. He said that counting the library the
cost would be close to 1/2 million dollars for the
three years.

Mr. Haugen expressed considerable concern about two
items. One is the/rgg;tion of the pulp mill in Berners
Bay, with the suit filed to hold back construction of
this big facility, and this iIn turn ties in with the
Douglas facility. He felt that some of the questions
that might be raised by this facility should be strongly
borne i1n mind.

He afeo expressed concern with Alaska fishermen having
to compete with foreign fishing, and expressed the
feeling the these community college courses on fishing
technology are really not too relevant to the real
problems in many respects. He said that the fishermen
know about the resources and such but can"t seem to

get the ideas to the proper agencies. He felt that

an inventory of resources should be made.

Mr. Bradner mentioned that last year they had mentioned
the lousy retention of ongoing students at the University
and the even poorer retention of the Native students

at the University. He asked what 1is iIn the budget to
help these problems. Mr. O"Neill said that the SOS
program is to help alleviate the situation wLth the
Native students. Ho said, of course, the iImprovement
of programs is what helps ongoing students to stay.

Often students drop out because the University does

not have the curriculum or adequate numbers of "
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teachers. For example, after a year a student may
have had classes in Psychology from the only two
Psychology professors there. However good these
professors may be, there is a need for more diversity,
different opinions and educators. Also, students
have been lost because of the advising program. They
are looking into this problem.

Mr. Bradner asked about the percentage of faculty
turnover. Mr. O°"Neill said that year before last the
turnover system wide was 143%. It was 18!? last year.
He said that he had more figures but that Senator Miller
had his only copy, but he agreed to get these for the
committee. He fTelt one of the reasons for the turnover
was housing difficulty.

In answer to further* questions, Mr. O"Neill expressed
the feeling that perhaps by next year the credit load
in Anchorage will be greater than that in Fairbanks.
Mr. Ray asked about the disparity between fall and
spring enrollments according to the University®"s
figures iIn the Juneau Community College. Dr. Wood
said that that was an error.

Mr. Byrd said, 1In response to questioning, that a
supplemental request for the television program was
made after the original request made in the budget in

October.
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Adjourned:

After further discussion on various TfTigures and
percentages in the University"s budget aopropriation
request publication, an explanation of discrepancies
between last year®s and this year®s enrollment figures
was made. Dr. Theophelis said that last year Legislative
Audit went over the University®"s books and determined
that the University"s method of determining enrollment
was not entirely iIn keeping with the rules. However,
in addition to that the Legislative Audit found some
discrepancies because they were defining students
differently than the U. S. Office of Education does.

Meeting adjourned at 3:”5 p.m.
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HOUSE FINANCE COMMITTEE
February .~ 1970
9:10 a.m.

Present: Committee members present were Messrs. Sackett, Hohman,
Croft and Bradner. Also present was Commissioner Thomas
E. Kelly, Department of Natural. Resources.

In Mr. Ray’s absence, Mr. Sackett called the meeting to

HB 518 order, and referred to HOUSE BILL NO. 518 (limitation upon
the issuance of oil and gas leases in the state), at which
time he requested the Commissioner to testify regarding
his opinions and the problems involved should this bill
pass.

Commissioner Kelly said he would like to state 1In his
opinion the underlying premise of the bill and the reason
why they attempt to schedule their lease sales on an
orderly basis, with no disrespect to Mr. Croft [one of

the authors of the bill].

In his estimation, Mr. Kelly said, tnis type of legislation
is frankly the worst kind the rotate could pet on the books,
primarily because it, in effect, is an attempt to put the
legislature not only in the law making capacity, but also
In administration of general management of the state's
resources. He said he could cite a number of complications
they could get into if they were to wait or depend on
legislation to schedule oil and gas lease sales.

With regard to how and why they schedule these sales, he
said prior to the compilation of this year's budget there

were a number of companies that indicated they did not
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gain the position they wanted in the September 10 sale.
For example, one large foreign combine in addition to
three well-known major r semi-major companies, want to
either improve their acreage or acquire more acreage on
the North Slope. Hr, Kelly noted that there are about
6,000 acres still available for which the state has
tentative approval. Heretofore, all the 20-odd sales
have been scheduled with the showing of competitive
interest. He thought it logical in the conduct of their
oil and gas business and issuance of competitive leases
to plan to schedule on an early basis, at least one or
two sales. He felt this brings continuity to the overall
program, and affords them the flexibility to capitalize
on certain circumstances, infernally or externally in the
world.
Mr. Kelly continued, saying there was a number of factors
that oontr 5iuted to the .'ilc last .-V: temher. He referred
various world s!tuat.ions, o.f., Libya, ler-.h Africa, et
All these factors t.-got h*-r Increase i the amount of
Interest in the nth Sin: e anl therefore a rather mase
hysteria v! "eh, of -reusse, waseo the advantage of the
state. If tl:at Is taken away from the administration and
the lew*!; lature attempts to do' on a part-year barls as
the leg Is lat.nr’' Is In session, he felt tlie legislature
won hi find Its- 1f "or. the short end of the stick." For

:ample, if st a*ee-owned ni'.eased acreage IS Sui ject t;0
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drainage, they would have to wait until the legislature
concurs before action could be taken. He also felt it

would put the state at a disadvantage with the federal
government which is not bound by Congress when they want

to schedule a sale. When the land freeze is resolved, the
state would want to be flexible enough to gain competitive
advantage, and he felt the state should at least have that
opportunity.

Referring back to the premise of what the administration is
trying to do — certain things in the Governor's budget

are predicated on bonus revenues. Mr. Kelly felt legislative
management of state resources would not work administratively
and would cause tremendous disruption in the present form
of state government. He was referring specifically to
SENATE BILL NO. 384 (relating to limitations upon oil and
gas leases in certain areas), which passed the Senate on
February 1S), 1970. He pointed out that the executive
branch would be in the position of acting strictly in an
advisory capacity to the legislature. To sum this up,

he said, the state would be putting Itself in a prejudiced
position with regard to federal government; drainage of
unleased tracts adjacent to leased tracts; the state would
establish precedents that he felt the state would long
regret. He felt It would he a crossover for the legislature
from its established responsibility Into the administrative.
From that standpoint, Mr. Kelly said he Is adamantly opposed

to this type of legislation.
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Mr. Croft stressed that this bill [HOUSE BILL NO. 518] has
nothing to do with Mr. Kelly individually, but it does
have something to do w..h the legislative position as far
as the structure of government is concerned. He thought
they could debate whether it is a proper legislative
function, since he had points he also thought were valid.
With reference to the acreage on the North Slope that
would need to be leased because of drainage, Mr. Croft
could not see any production before 1973s so therefore

it would be July 1972 before any action would have to be
taken. Mr. Kelly said the premise Is still prohibition

in nature and that it would establish prohibition until the
legislature concurs. He felt that placing this type of
"ei?lsi ation or. the books the state could find Itself in a
rather ec.v.prcmLsing ion. Arid, for example, If the

federal :;cv:rnmonf nola a sale on the 0 ter

ht "f, o ol st ate could not capital

¥
fvV a ™3* rcvoi’ilr.'.Mii. % *'lc ur.n *ir-v eavo n v*ilv *
1* vji-i it- “ir. 1ly tr capl!tal! on th* momentum and It art'
Cem" ain la*'ds bDeer mee * a al eeeed of
eevaluation. When In an area of pronabllity as compared
wie; (irof-f, there !»a lot more excitement and people.till

have their imaginatlm working for them. Mr. Kelly said

ii' -..oul lo see tin* state's hands t.ied. If there Isn’t
"vlive In” e:ii*st. sufficient enough to anticipate
cd.anInl  l.-nus”s,it. would not. le the department's
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approach to schedule a sale when they knew the bids would
be considerably less. He particularly stressed that
anything considered to restrict the department’s timeliness,
as far as management of resources, should be thoroughly
investigated.

Mr. Kelly continued, saying he did not think it would be
proper management of the state’s resources if they just

had an offering for the sake of having a sale. They have
to have assurance of a more than adequate return or they
certainly wouldn't entertain the thought of entering

into it. Without major interest, they don’t hold a sale.
Mr. Kelly thought what they have now does give provisions
for an orderly plan, and gives companies opportunity to do
their investigations and geophysical work. The state now
schedules sales for six months in advance. There are a
couple of areas near the Coleville RLver where they offered
15 tracts .In the last sale which has stirred up considerable
amount of interest. Half of this is outside on unleased

lands - they did this deliberately to see If they will

drill a well. He would like to see one productive well, as
they will get more from one big discovery than defining
limits.

Mr. Kelly said he felt the present form of state government
is streamlined, effective and efficient, and he personally
did not like to see the legislature put "the stops on it,"
unless there is evidence that they are holding sales that are

detrimental to the state.
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