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01/ 24/ 11 (H) READ THE FIRST TIME - REFERRALS
01/ 24/ 11 (H) EDT, FIN
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W TNESS REG STER

MARK DAVI S, Economi c Devel opnment O ficer

Al aska I ndustrial Devel opnment & Export Authority (Al DEA)

Depart ment of Commrerce, Conmunity & Econom c Devel opnent ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT:  Provi ded an overview of HB 120.

ANDREW OKPEAHA MACLEAN, Witer and Director
New Yor k, New York
PCSI TI ON STATEMENT: Testified in support of HB 67.

CARA MARCOUS, Producer
New Yor k, New York
POSI TI ON STATEMENT: Testified in support of HB 67.

DEBORAH SCHI LDT, Co- Founder and Program Adm ni ster

Al aska Crew Training, Inc. (ACT I)
Anchor age, Al aska
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PCSI TI ON STATEMENT: Provi ded a Power Point presentation titled,
"Training Al aska's Wirkforce for Film Production,” and testified
in support of HB 67.

ROBI N KORNFI ELD, Vi ce- Presi dent

Communi cations & Marketing

NANA Devel opnment Cor poration

Nort hwest Arctic Native Association (NANA) Regi onal Corporation
Anchor age, Al aska

PCOSI TI ON STATEMENT: Provi ded a Power Point presentation titled,
"Private Sector Investnent in the Alaska Film Industry,"” and
testified in support of HB 67.

JOHN RENSE, Seni or QOperations Manager

NANA Devel oprrent Cor por ati on

Northern Arctic Native Association (NANA) Regi onal Corporation
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 67.

BOB CROCKETT, President

Al aska Film Group (AFG

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 67.

JOHANNA BALES, Deputy Director

Tax Division

Depart ment of Revenue (DOR)

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
67.

WANETTA AYERS, Director

Di vi sion of Econom c Devel opnent

Depart ment of Commrerce, Conmunity & Econom c Devel opnent ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
67.

K' DEE M LLER, Owner

Patina Pictures

Los Angeles, California

PCSI TI ON STATEMENT: Testified in support of HB 67.

TOM BARRETT, President/CEO

Al yeska Pi peline Service Conpany (Al yeska)
Anchor age, Al aska
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PCSI TI ON  STATEMENT: Provided a preview of the presentation
titled, "Low Flow Issues for the Trans-Al aska Pipeline System
(TAPS) . "

ACTI ON NARRATI VE

10:21:18 AM

CHAI R BOB HERRON cal |l ed the House Special Committee on Econonic
Devel opnent, International Trade and Tourism neeting to order at
10: 21 a.m Representatives Herron, Gardner, Thonpson, Foster
and O son were present at the call to order. Represent ati ves
Kel I er, Munoz, and Tuck arrived as the nmeeting was in progress.

HB 120- Al DEA: NEW MARKETS TAX CREDI T PROGRAM

10: 22: 02 AM

CHAI R HERRON announced that the first order of business would be
HOUSE BILL NO 120, "An Act creating a new markets tax credit
assistance guarantee and |oan program wthin the Al aska
| ndustrial Devel opment and Export Authority; and providing for
an effective date."

10: 22: 15 AM

MARK DAVIS, Economc Developnent Oficer, Alaska Industrial
Devel opnent & Export Authority (Al DEA), Departnment of Commerce,
Community & Economni c Devel opnent (DCCED), informed the commttee
HB 120 would enable AIDEA to work with a federal tax program
called the New Mirkets Tax Credit Assistance (NMIC) program
House Bill 120 is a conpanion bill to HB 119, and both bills
provide AIDEA with new tools for economc devel opnent. He
explained that the NMIC program will allow AIDEA to cooperate
with qualified equity investors who, working with a comunity
devel opment entity such as Alaska Gowh Capital (AGC, put
noney in projects and receive a tax credit up to 39 percent on
their federal taxes. However, M. Davis warned that a problem
with the programis that banks on the |lending side are required
to take interest-only paynents for seven years and cannot place

a lien, thus banks have been unwilling to nake these | oans. In
search of a solution, AIDEA consulted with other states, NMIC
funds, AGC, and its |egal counsel. Wth their suggestions, HB

120 was drafted to allow AIDEA to offer a guarantee to the bank,
thereby encouraging the availability of private capital for
projects in targeted |owincome communities, which is the
pur pose of the NMIC program
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CHAI R HERRON directed that additional witten testinony be nmade
part of the record. [The additional witten testinony was
subnmitted to the library with other docunents for the permanent
record. ]

10: 24: 48 AM

CHAI R HERRON cl osed public testinony.

10: 25: 06 AM

REPRESENTATI VE OLSON noved to report HB 120 out of comittee
with individual recomrendations and the acconpanying fiscal
note. There being no objection, HB 120 was reported out of the
House Special Conmmttee on Econom c Devel opnment, International
Trade and Tourism

10: 25: 42 AM

HB 67-FI LM PRODUCTI ON TAX CREDI T

10: 26: 41 AM

CHAI R HERRON announced the next order of business would be HOUSE
BILL NO 67, "An Act relating to transferable film production
tax credits; and providing for an effective date by amending the
effective dates of secs. 3 and 4, ch. 63, SLA 2008."

10: 26: 47 AM

ANDREW OKPEAHA MACLEAN, witer and director of the novie On the
| ce, expressed his support of HB 67, which wll extend tax
credits for the film industry. He said his film was shot

entirely in Barrow with the support of the Alaska Film Ofice
(AFO, Division of Econom c Devel opnent, Departnent of Commerce,
Community & Econonmi c Devel opment (DCCED), and the tax credits
offered by the state were instrunental to the nmaking of the
film

10: 27: 45 AM

CARA MARCQUS, producer of the novie On the Ice, said the tax
credit incentive was crucial 1in finding their first cash
i nvestor, because the investor knew that one-half of his
i nvestnment "would be coming back to himat a certain point for
sure.” After the initial investnment was found, other investors
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becanme confortable, and conpleted the budget for the film MVs.
Mar cous observed that the inpetus for the commtnment from the
first investor was the incentive, and that was the catalyst for
t he project.

10: 28: 37 AM

MR. MACLEAN added that he was born and raised in Barrow and
Fai rbanks, and the film was shot entirely in Al aska, using
al nrost all Al askan actors. Much of the crew was from Barrow,

and sonme were flown in from Anchorage. The film was prem ered
at the Sundance Film Festival and he and M. Marcous are in
Berlin to show the film at the Berlin International Film
Festival . In response to Chair Herron, M. MiclLean said the
novie has been seen by several thousand people at both the
Sundance and Berlin events.

M5. MARCOUS noted that the audiences "have no awareness of
Al aska and the diversity wthin the state, so it's really
fascinating for them"

10: 30: 31 AM

CHAIR HERRON presented two clips from the novie. After the
presentation, he asked for the nost interesting comments from
the Berlin audience.

10: 33: 00 AM

MR. MACLEAN rel ayed that people are curious about growng up in
a small town in rural Al aska, and about the environnment of the
state. The film provides an opportunity for others to see what
life is like; in fact, two of the Barrow actors are in Berlin
speaki ng about their experiences.

M5. MARCOUS offered that audiences are also curious about
| anguage and communi cati on.

REPRESENTATI VE FOSTER asked for the |l ocation of the film

10: 34: 37 AM

MR. MACLEAN said the film was shot on the Arctic COcean and in
and around Barr ow.

REPRESENTATI VE TUCK asked whether the |anguage spoken by the
grandnother in the filmwas scripted.
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MR. MACLEAN said the scenes played by Rosabelle Rexford were
i nprovi sed around the thene of | anguage between generati ons.

10: 36: 01 AM

REPRESENTATI VE FOSTER noved to adopt Anmendnment 2, |abeled 27-
LS0356\ A. 2, Bull ock, 2/14/11, which read:

Page 2, following line 5:

Insert a new bill section to read:
"* Sec. 4. AS 44.33.235(c) is anended to read:
(c) In determning the anmount of the tax credit,

the percentage provided by (b) of this section shall
be increased by the film office based on the foll ow ng
criteria:

(1) an additional 10 percent of qualified
expenditures that are wages paid to Al aska residents;

(2) an additional four [TW) percent of
qualified expenditures made in a rural area; and

(3) an additional two percent of qualified
expenditures made in the state between Cctober 1 and
March 30."

Renunber the follow ng bill sections accordingly.

10: 36: 57 AM

REPRESENTATI VE TUCK objected for discussion purposes.

REPRESENTATI VE FOSTER expl ai ned that Anendnent 2 increases tax
credits for filmng in rural areas from 2 percent to 4 percent
in order to encourage filmng in renote and rural Al aska, even
t hough there are high fuel costs and | ogistical issues.

10: 37: 49 AM

REPRESENTATI VE TUCK agreed that filmng in rural areas has the
chal  enge of additional expense, but it is inportant to share
Al aska's culture with the rest of the world. He expressed his
concern about the public's perception that increasing the tota
tax credit from 44 percent to 46 percent "sounds like a big
nunber . " He renoved his objection. There being no further
objection, it was so ordered.

10: 39: 29 AM
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REPRESENTATI VE OLSON noved to adopt Anmendnent 3, |abeled 27-
LS0356\ A. 3, Bul l ock, 2/14/11, which read:

Page 3, following line 9:

Insert a new bill section to read:
"* Sec. 5. AS 44.33.239(7) is anended to read:
(7) "rural area" means a community with a

popul ation of 1,500 or less or a community with a
popul ation of 6,500 [5,500] or less that is not
connected by road or rail to Anchorage or Fairbanks."
Renunber the followi ng bill sections accordingly.

10: 39: 43 AM

CHAIR HERRON indicated there being no objection, it was so
or der ed.

10: 40: 19 AM

DEBORAH SCHI LDT, Co-Founder and Program Adm ni ster, Alaska Crew
Training, Inc. (ACT 1), provided a PowerPoint presentation
titled, "Training Al aska's Wrkforce for Film Production". She

informed the commttee that her training program would not exist
except for the success of Alaska's film incentive |egislation.
Ms. Schildt gave her background in the film industry and said
she is now based in Al aska, and was one of two casting directors
on the feature film Everybody Loves Wiales. A few years ago she
hel ped formthe Alaska Film G oup, Alaska's film and video trade
association, which saw a need for training a |arger workforce
and in 2009, co-founded Alaska Crew Training, Inc. (ACT I). She
di splayed a slide titled, "The Film & TV Production Dynamc,"
and described Al aska-based reality programming that has been

broadcast since 2005. Film and TV-induced tourism is a
nmeasurable fact, as noted by the increased visits to sites
sensationalized by novies or TV In fact, last nonth
Di scovery's latest reality series about Alaska garnered 2.6
mllion viewers. Ms. Schildt stated that no other state has

nmore cable TV shows per capita, and said, "W've entered our
next gold rush, and this one isn't taking any resources out of
the ground.™ However, to support the TV and film industry
Al aska still needs a film office wwth a website that works for
producers, a sound stage, and a larger, trained workforce. The
wor kf orce needs a basic understanding of how film productions
work and on-the-job training, in order to earn the generous
salaries paid to background extras and others. Al aska Crew
Training has focused its courses on feature filnms because they
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hire the nost crew For exanple, incones for those working on
Everybody Loves Wales varied from mninum wage to $2,000 per
day, and nost skills needed are not found in a typical

university curriculum Her conpany based its program on
successful training progranms that could grow wth Alaska's
wor kf orce needs, but did not offer classes until there was an

opportunity for placenent, thus it Ilaunched "Production 101
Boot camp™ in 2010.

10: 45: 06 AM

M5. SCHI LDT indicated that ACT | has offered six courses, and
al nrost 100 students have conpleted the program In 2011, her
conpany hopes to offer online Level 1 and Level 2 classes to
comunities beyond Anchorage. Besides training a successful
wor kf orce, ACT | has trained others such as those working in the
visitor industry and at Native corporations. Several exanples
of the successes of sonme of her students were given, and she
pointed out that ACT | focuses on training nmarkets for both

rural and urban areas; in fact, 2,471 residents from 50 towns
and villages were enployed as extras for Everybody Loves Wal es.
Anot her benefit from the tax credit incentive may be to bring
back to Al aska those who have m grated out of the state for jobs

and training in the film industry. Ms. Schildt further
descri bed the courses available from ACT |, fromentry level to
above, wth the hope to expand a seasoned and experienced
wor kf or ce t hat can support t wo | ar ge feature filns

simul taneously. Al aska Crew Training has been recogni zed by the
AFO as a training resource and she encouraged anyone wth an
interest to contact her office.

10:49: 04 AM

ROBI N KORNFI ELD, Vice-President, Comrunications & Marketing,

NANA Devel opnent Cor por ati on, Nor t hwest Arctic Native
Association (NANA) Regional Corporation, stated that NANA
Devel opnent Corporation (NANA Devel oprment) is the business arm
of NANA Regional Corporation, which is owned by 12,500 I nupiaq

people originating in Northwest Al aska. She stated NANA
supports HB 67 because this legislation wll create a new
renewabl e resource industry for Al aska. Ms. Kornfield noted

that NANA Devel opnent's board of director's extensive study of
the film industry supports its investnent in infrastructure for
the industry; therefore, NANA Devel opnent supports the expansion
of the tax credit incentive that will lead to private sector
j obs and the expansion of the econony. The investnment by NANA
Devel opnent in the filmindustry is conpatible with its focus on
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Al aska, and the creation of training opportunities and jobs for
its shareholders, and with its expertise in the devel opnent of

new industries. I n partnership wth Ever green Fil s
(Evergreen), NANA has formed a new conpany called Piksik which
will provide one-stop shopping for conpanies that are nmaking
novi es in Al aska by provi di ng catering, security,

transportation, logistics, construction, and |odging; all these
are fields that are necessary to the film industry, and wth
which NANA has success. During the nmaking of a three-
di mensi onal (3-D novie called Walking Wth D nosaurs,
WHPaci fic, one of NANA Developnent's engineering conpanies,
invested in Light Detection And Ranging (LIDAR) technol ogy used
in the film The system surveys the background for novie
animation, and is now bei ng marketed by WHPaci fi c.

10: 54: 02 AM

M5. KORNFI ELD displayed a slide titled, "Industry Overview' and
relayed that NANA's extensive research has found that the
donmestic consunmer film expenditures have grown, even during
recession years, and international markets are expected to

out pace donestic growh. For exanple, in Vancouver, British
Col unmbi a, novie production values have grown from $400 mllion
to $1.2 billion, and nore than 20,000 jobs have been created

Because of their belief in the future of Alaska's filmindustry,
NANA, Ever green, and other private sector partners, are
investigating the possibility of developing a soundstage in
Anchor age, which would include production offices and a "green
screen."” She opined the construction of a soundstage, conbined
with the extension of the tax credits, wll encourage nore
producers to filmin Al aska, and ensure continued growmh in the
i ndustry. She displayed a slide titled, "Film Tinmeline" which
indicated it took five years to produce Walking Wth Dinosaurs
from devel opnent through release, and pointed out that the
extension of the tax incentive program to 36 nonths is

war r ant ed. Also, the increase in the dollar limt on tax
credits will allow the industry to grow with the infrastructure
and provide private industry jobs. Ms. Kornfield observed that

NANA's mission is to inprove the quality of |life for its people
through investnment in conpanies with potential for growh, and
by providing opportunities for training and jobs for its
shar ehol der s. The tax credit program has provided the
foundation for the gromh of the film industry, and the future
success of the industry is dependent wupon producers choosing
Al aska, over other states and countries, for film production.
She concluded by noting that the contribution to Alaska's
econony from the production of Everybody Loves Wales totaled
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over $4 nmllion for wages to residents, and over $7.5 mllion
for goods and services, and she restated NANA's support for the
| egi sl ati on.

REPRESENTATI VE GARDNER asked whether the legislature wll be
asked for funding for the construction of the soundstage.

10: 59: 48 AM

M5. KORNFI ELD answered that NANA and its partners are planning
on buil di ng the soundst age.

10: 59: 59 AM

JOHN  RENSE, Seni or Operations  Manager, NANA  Devel opnent
Corporation, Northern Arctic Native Association (NANA) Regiona
Corporation, added that certainty about the duration of the
period of tinme was critical "to start to put sone of these
investnents in place.” In further response to Representative
Gar dner, he said the 10-year ext ensi on S i nportant,
financially, to investnments with a high risk.

11: 00: 45 AM

BOB CROCKETT, President, Alaska Film Goup (AFG, stated that HB
67 is inmportant to the economic future of the film industry and
the state. The Alaska Film Goup is a non-profit trade
association, with a diverse statew de nenbership, that began in
1992. Hi s organi zation provides a voice for the film and video
i ndustry of Alaska, conducts educational foruns, pronotes Al aska
as a film and video destination, and creates economc

opportunities for its nenbership and all Al askans. Since the
inception of the tax incentive, AFG has increased its nenbership
by 40 percent. M. Crocket observed that the film industry

brings the following to Alaska' s econony: enploynent of the
| ocal workforce; |ocal purchases of materials and supplies; room

rentals; increased business for caterers, restaurants, hotels,
and retail venues; increased transportation services and
shi pping; increased tourism increased |ocal tax revenues. He

opi ned Al askans' goals for the state are progress, productivity,
and putting Al askans to work, along with continued progress in
attracting productions to Alaska, crew training, job growh,
education, and growh of infrastructure for the film industry.
Film and video production is a high-wage industry that enploys a

|arge workforce of skilled and high-paying jobs; in fact,
benefits for skilled workers can include health care and
pensi ons. He relayed that film industry salaries in 2008
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averaged $76, 000, which were 72 percent higher than the national
average, and businesses "behind the scenes” include air service,
catering, hot el , retail, transportation and shi ppi ng,
mai nt enance, rental, security, and tourism M. Crockett
provided the financial inpact that the filmng of a TV series
can have on a community, in addition to the inpact of increased
filminduced tourism Fil minduced tourism can be part of a
holiday, a primary travel notivator, or a nostalgic pilgrinmge,
and he quoted supporting articles from Al aska publications. He
restated the nonetary value to Al aska of Everybody Loves Whal es,
and advised that independent filns are becom ng nore popular,
along with digital video disc (DVD) viewing. An increase in the
interest in novies of all types worldwide <creates nore
opportunities for Alaska to be noticed by the filmindustry.

11: 08: 28 AM

MR. CROCKETT listed the gross receipts for recent novies, and
advised the top five were rated Parental Guidance (PG or
Parental Guidance for Under 13 years of age (PG 13). He noted
that 607 films were released in the U S in 2006 at an average
cost of $100.3 mllion. I mpl enentation of the tax credit
i ncentive encouraged producers to bring productions to Al aska
beyond its two |argest conpetitors, Vancouver, British Col unbia,
and Mani t oba. Loui si ana and New Mexico have enacted successfu

film incentive legislation and both states have experienced an

annual conpound enploynment growh of 23 percent per year; in
fact, film production in Louisiana is third in the U S. behind
California and New York. In 2009, the average cost of filmng a

hi gh-end, union-scale, studio film was $225,000 per day.
Furthernore, addressing the previous trend of shooting filns
about Alaska in other states can be changed by naking a
favorable Dbusiness climte here wth the extension of the
current tax credit incentive program Currently, Al aska has
filmng locations, mdnight sun, year-around access to snow and
ice, good conmunications and transportation, a well devel oped
| ei sure industry, a hospitable business social and environnent,
and an econom c incentive, but needs skilled professional crew,
filmng facilities, soundstages and studios, crew training,
support services, and a long-term assurance of tax credits. M.
Crockett cautioned that the future is bright, but wll not
conti nue beyond 2013 w t hout acti on.

11:13: 54 AM

MR. CROCKETT observed that the state has | earned how to attract
a multi-mllion dollar global industry to Al aska and opined
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extension of the tax credit incentive for another 10 years wll
provi de producers with the confidence to plan ahead, allow the
construction of infrastructure, and support the training and
education of crews. The proposed legislation will continue the
successful econom c diversification that was begun in 2008, and
he concluded that Alaska is poised to create jobs, stimulate
busi ness, create new businesses, build service infrastructure,
build the econony, increase tourism and increase its self-
sufficiency.

11:15: 50 AM

REPRESENTATI VE THOWPSON recalled a state had to abandon its
program that allowed the sale of tax credits due to a scandal
He asked how Al aska could avoid this problem

11:17: 48 AM

JOHANNA BALES, Deputy Director, Tax D vision, Departnent of
Revenue (DOR), explained that a scandal in lowa was a case of
collusion on the part of a producer and the head of the state's
filmoffice to commt tax fraud. In Al aska, there are controls
in place that protect the confidentiality of the corporate
income tax payers that buy the credits, although all of the
i nformati on about the production, the anobunt of the credits, and
the filmis available through the filmoffice. She advised that
the anount of the credit does not change when it is transferred,
and the tax division "keep[s] very close track of those."

11:19:10 AM

REPRESENTATI VE THOVPSON appreci ated the information.

11: 19: 20 AM

WANETTA AYERS, Director, Division of Economc Devel opnent,
Departnment of  Commerce, Community & Economic Devel opnent
(DCCED), regarding Representative Thonpson's question, added
that there is a review conmttee process |ooking at applications
before they are advanced to DOR  Furthernore, her division wll
inmplenment a pre-qualification process to establish an added
| evel of scrutiny, although there have not been any concerns
about the process to date.

11:19: 57 AM
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REPRESENTATI VE THOWPSON questioned whether the legislation
allows sufficient time for the production of a film

MS. AYERS responded that the length of tinme is regarding the
marketability of the tax certificate once it has been issued
and broadens the w ndow for the buyer and seller to find each
ot her and transact their exchange.

11: 21: 00 AM

M5. BALES clarified that Representative Thonpson was referring
to the 24-nonth period that is being expanded to 36 nonths by
the proposed legislation. There is no change in the three-year
time period allowed for the sale of tax credit certificates.

M5. AYERS addressed the additional Ilength of tinme - from 24
months to 36 nonths - for the pre-qualification period, and said
that this time is needed to keep track of productions that are
not going to utilize the credits for which they have pre-
qualifi ed, so that the «credits are available to other
producti ons.

11:22: 03 AM

REPRESENTATIVE TUCK referred to the slide titled, "Film
Timeline," and further explained that the tax credits apply when
production starts. He opined that |engthening the anount of
time to 36 nonths will provide "adequacy," because productions

that utilize 3-D and graphic technol ogies take |onger than 24
months. As a matter of fact, the production of Ghost Vision was
a seven-year process.

11: 23: 18 AM

K DEE MLLER Ower, Patina Pictures, stated she was a film
producer and owner of a Los Angeles-based film production
conpany, Patina Pictures. She grew up in Alaska and noved to
New York to pursue a career in film which has included the
production of filnms screened at the Sundance Film Festival, the
American Film Institute (AFlI), and a current feature project.
Ms. MIler opined the Alaska tax incentive program has created
an opportunity for her to return to Alaska and continue to work
within the film industry. She expressed her support of
extending the tax credits in order to build the infrastructure
necessary to neet the industry's needs. Regarding the workforce
needed, she described her efforts wth Al askan policynakers,
educators, state agencies, unions, and the private sector to
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encourage workforce developnent; in fact, all of the parties
agree that this is the tine to ensure that the film industry
puts Al askans to work. M. MIller stated that training progranms
available in other states are joint partnerships between
government, industry, and comunity coll eges. She concl uded by
restating her support for HB 67 and offered to "help create this
necessary workforce devel opnent conponent so that our state can
nore fully realize the benefits of the investnents that they've
al ready nade. "

11: 26: 15 AM

CHAI R HERRON cl osed public testinony.

11: 26: 29 AM

REPRESENTATI VE TUCK noved to report HB 67, as anended, out of
committee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 67(EDT) was
reported from the House Speci al Commttee on Economc
Devel opnent, International Trade and Tourism

11:27:10 AM

Overview. Conm ttee Cal endar Program

11: 28: 12 AM

CHAI R HERRON announced that the final order of business would be
a preview of "Low Flow Issues for the Trans-Al aska Pipeline," by
Tom Barrett, President/CEOQ Alyeska Pipeline Service Conpany.

11: 29: 22 AM

TOM BARRETT, President/CEO Alyeska Pipeline Service Conpany
(Al'yeska), recalled the Trans-Al aska Pipeline System (TAPS) was
shut down on 1/8/11 due to a pipe |leaking into containnment at

Punp Station 1. First, he noted that the builders of the
pi peline were innovative, determ ned, and tough, and he assured
the commttee that |evel of determnation is still part of the
pi peline today. During the shutdown, there were alnost 600

peopl e  working day and ni ght under very chal | engi ng
circunstances to restore service; for exanple, engineers were
wel ding on the bypass line repair, with hydrocarbons flowi ng, in
extrenely |low tenperatures. There was al so cooperation and help
from contractors, refineries, shippers, and enpl oyees across the
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state, and M. Barrett stressed that the success of the repairs
was due to extraordinary effort by extraordinary people.
Secondly, he stated that this event was a wake-up call for the
state because nost of the challenges to TAPS are related to the
declining flow of oil - now at about 630,000 barrels per day
(bbl's/d), down fromthe original flow of 700,000 bbls/d, and the
hi ghest flow of 2.1 mllion bbls/d. The operational chall enges
of running a pipeline with this low flow are increasing; in
fact, a winter shut-down at this level of flow was "in new
territory.” M. Barrett expressed his concern over the risks of
low flow that nust be faced now, and the fact that there is
urgency to arresting or reversing the downturn. As the first
Al yeska CEO who did not cone from the industry, his interest is
in operating the pipeline safely and restoring service safely,
and that requires a flaw ess operation. Every effort was nade
to restore service wthout serious injury to an enployee or to
the environnment, but Al askans need to understand that flow in
the pipeline is related to the continued safe operation of TAPS.
Lastly, he described his experience when faced with an energency
during his service as a Coast CGuard Commander, and noted that
during the shutdown, pi peline operations applied simlar
procedures and "went on parallel paths with nultiple solution
sets “ As a matter of fact, work that would nornmally take
nmont hs was done in less than two weeks. As a forner regul ator,
he observed that restarting a pipeline with a known integrity
breach "runs against your DNA ... [but] was the right answer
here.” Considering the several years that it takes to bring oil
online, M. Barrett urged nenbers to see the urgency and "do
whatever it takes." As the pipeline operator, he warned that
even with flaw ess operation of the pipeline, an incident could
arise and cause a |ong shutdown. He offered to provide any
i nformati on needed to help find a sol ution.

11: 39: 26 AM

CHAI R HERRON appreciated the opportunity to hear M. Barrett's
remarks and to neet the enployees that facilitated the repairs.
He asked M. Barrett whether he anticipated the rigors of his
posi tion.

11:40: 25 AM

MR. BARRETT acknow edged that he did not anticipate a |eak at
Punp Station 1 during his first week on the job. However, from
his first day, he was visiting the pipeline stations,
communicating with staff, and felt enornous confidence in the
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capability of Alyeska enployees. In fact, Alyeska enployees
work for the benefit of all Al askans.

CHAI R HERRON t hanked M. Barrett for his service.

11:42: 27 AM

ADJ QURNVENT
There being no further business before the commttee, the House

Special Conmittee on Econom c Devel opnent, International Trade
and Tourism neeting was adjourned at 11:42 a.m
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