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ACTI ON NARRATI VE

10: 19: 36 AM

CHAI R BOB HERRON cal |l ed the House Special Committee on Econonic
Devel opnent, International Trade and Tourism neeting to order at
10:19 a.m Representatives Herron, Keller, O son, Mnoz, and
Thonpson were present at the call to order. Represent ati ves
Tuck, Joule, Foster, and Gardner arrived as the neeting was in
pr ogr ess. Representatives Seaton and Guenberg were also
present .

HIR 19- URA NG US TO RATI FY LAW OF THE SEA TREATY

10: 20: 19 AM

CHAI R HERRON announced that the first order of business would be
HOUSE JO NT RESCLUTION NO. 19, Urging the United States Senate
to ratify the United Nations Convention on the Law of the Sea.

10: 20: 41 AM
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ROB EARL, staff, Representative Bob Herron, Alaska State
Legi slature, introduced HIR 19 on behalf of the House Speci al

Commttee on Economc Developnent, International Trade and
Tourism M. Earl informed the commttee the United Nations
(UN) Convention on the Law of the Sea (UNCLOS) conprises 320
articles and 9 annexes t hat defi ne t he rights and
responsibilities of nations and their use of the world s oceans,
establ i shing guidelines for businesses, the environnent, and the
managenent of marine natural resources. The resolution urges
the U S Senate to ratify UNCLOS because it is inportant to
protect U S. interests concerning the use and devel opnent of the
high seas off of Al aska. Furthernore, UNCLOS governs many
aspects of oceans such as mapping, environnental control, marine
scientific research, economc and commercial activities, and the
settlenent of disputes related to ocean matters. Currently, 161
countries have signed UNCLOS and Senator Lisa Mirkowsk

encouraged the legislature to pass this resolution. The UN
Convention on the Law of the Sea allows coastal countries to
exercise sovereignty over their territorial sea, which may not
exceed 12 nautical mles, and foreign vessels are allowed
"innocent passage" in this zone. Anot her feature allows ships
and aircraft of all countries "transit passage"” through straits
used for i nt ernati onal navi gati on, al though all coast al
countries have sovereign rights to the 200-nautical mile
excl usive econonmic zone (EEZ) with respect to natural resources
and certain economc activities, and to exercise jurisdiction
over marine science research and environnmental protection. M .
Earl advised that the state has nmuch to gain from the
international recognition of the US. 200-nml|le EEZ and possible
extended continental shelf clains, and nmuch to lose if it is the

only Arctic nation not to extend its ocean boundaries. He
called attention to the sponsor statement and supporting and
opposi ng docunents provided in the commttee packet. Referring

to HIR 19, he pointed out the follow ng: begi nni ng on page 1,
line 4, the resolution recognizes the fundanental concept that
all nations have freedom to navigation on the high seas;
beginning on page 1, |ine 10, the resolution indicates what
Al aska and the U S. would gain from the extension of EEZ off of
the Arctic Slope; beginning on page 1, line 14, the resolution
i ndicates what the U S. as a whole would gain; beginning on page
2, line 13, the resolution indicates that the U S has the nost
to gain of any country fromratification of UNCLCS. Cont i nui ng
on page 2, line 23, the resolution indicates that the U S.
cannot participate as a full cooperative partner wth other
Arctic nations until ratification because it cannot finalize its
i nternational boundaries with Canada. Beginning on page 3, line
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24, the resolution indicates that the legislature passed a
simlar resolution in 2009.

10: 26: 58 AM

CHAIR HERRON called attention to a map titled, "Potential
Ext ended Continental Shelf,” which showed an area beyond the
US 200-mle limt that could be added by the extension of
claims to the outer continental shelf, and cautioned that this
area has been targeted for use by China.

10: 28: 30 AM

REAR ADM RAL CHRI STOPHER C. COLVIN, Commander, Seventeenth Coast
Guard District, US.  Coast Guard, Departnment of Honeland
Security, said he would provide information on how accession to
UNCLOS woul d benefit the U S. Coast CGuard in the performance of
its mssions, and in protecting the Anerican people. Adm r al
Colvin is responsible for directing Coast Guard operations
including search and rescue, maritinme safety, environnental
protection, fisheries |aw enforcenent, and mlitary readiness in
Al aska and portions of the North Pacific Ccean, the Arctic Ccean
and the Bering Sea. Coast Guard aircraft and vessels nonitor
nore than 950,000 square mles off the Al aska coast to enforce
U S. fisheries |aws. The Coast Guard patrols an even |arger
area of the North Pacific to stop large scale, high seas drift
netting, and other illegal fishing practices. Maritinme safety
and environnental protection are also priority mssions; in
fact, over 15 percent of the oil that America produces each day
transshi ps through the Port of Valdez. Alaska is the world's
second nost popular cruise destination, bringing nearly one
mllion passengers to its waters every year. The safety of
cruise ships and passengers is another critical mssion

Admral Colvin's experience is extensive, including conbat
operations, fisheries patrols in Al aska, and drug patrols in the
Car i bbean. He also served as Chief of Staff and Chief of
Operations of the Coast Guard Atlantic Area, and as the Deputy
Director for OQperations at the US. Northern Command. H s
w despread maritinme experience allows him to coment on the
beneficial effects that becom ng party to UNCLOS would have on
U S. Coast Cuard missions. The UN Convention on the Law of the
Sea created a conprehensive |egal regine that provides the Coast
Guard with the legal certainty and stability to exercise its
navi gational rights and freedons, to protect fisheries, to
control marine pollution, and to maintain a |legal order of the
oceans against crimnals and terrorists. From a Coast GQuard
perspective, public order of the oceans is best established and
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mai ntained by a stable, universally accepted |law reflective of
U.S. national interest. The navigation provisions of UNCLCS are
reflective of customary international |aw

10: 33: 37 AM

ADM RAL COLVIN explained that one of the core foundations of

UNCLOS was codification of rights and responsibilities of states
as port states, flag states, and coastal states - the term
"states" is interchangeable with "nations" or "countries." In
addition, UNCLOS clarifies and delimts seaward territorial

claims by coastal states to ensure navigational freedons while
at the sane tine recognizes U S. interest as a coastal state
with sovereignty to protect its living and non-living marine

resour ces. The result is an appropriate balance between the
exclusive interests of coastal states and the interests of
maritime states. It limts the maxinmum breadth of the
territorial sea that a coastal state could claimto 12 nauti cal
miles. Qur fishery conservation nmanagenent interests, as
refl ected in t he Magnuson- St evens Fi shery Conservation
Managenment Act of 1977, were instrunmental in the international
devel opnment of the concept of the 200-nautical mle EEZ. In the

EEZ all nations enjoy freedons of navigation and overflight as
on the high seas, while the coastal state possesses sovereign
rights to protect and exploit the living and non-living marine
resources. The U S., with the world' s largest and richest EEZ,
is perhaps the greatest beneficiary of this concept. The U N
Convention on the Law of the Sea also calls for international
cooperation anmobng states in preserving the world s high seas
fisheries. An exanple of such cooperation is the UN ban on high
seas drift net fishing and other illegal fishing practices.
Each year the Coast Guard patrols the North Pacific to conduct
boardi ngs and i nspections under the UN Convention on the Law of
the Sea on the Conservation and Managenent of H ghly Mgratory
Fish Stocks in the Western and Central Pacific Ccean. Over two
dozen nations participate in this effort, which is a direct
out cone of UNCLGCS. It also provides a conprehensive franmework
for the prevention, reducti on, and control of maritime
pol | uti on. The Coast Guard conducts a w de-rangi ng port-state-
control programto purge our waters of substandard ships, and is
assisting other nations in doing the sanme. The UN Convention on
the Law of the Sea carefully balances the rights of coastal
states to adopt <certain nmeasures to protect the marine
envi ronment adjacent to their shores, with the right of a flag
state to set and enforce standards and requirenents concerning
the operation of its vessels. Moreover, it does all this
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wi t hout unduly burdening international naritinme navigation and
seabor ne trade.

10: 36: 38 AM

ADM RAL COLVIN continued, saying that the Coast CGuard relies
heavily on the navigational freedons and overflight rights
codified in UNCLCS. These protections allow the use of the
worl d's oceans to neet changing national security requirenents.
In this regard, worldwide nobility requires undisputed access
through international straits and archipelagic waters. The UN
Convention on the Law of the Sea ensures that our Coast Guard
cutters will have their sovereign imunity protected wherever in
the world they may be operating. In addition, UNCLOS |imts a
nation's territorial sea to no nore than 12 nautical mles,
beyond which all nations enjoy a high seas navigation regine
t hat includes the freedom to engage in |aw enforcenent
activities. Al so, UNCLCS codifies the right to operate freely
beyond a nation's territorial sea, and protects this right by
l[imting excessive maritinme clains that can have the effect of
creating maritime safe havens for drug traffickers and other
crimnals. Each year nations have questioned the authority of
the Coast Guard to contest excessive maritime clains because the
US is not a party to UNCLCS. Furthernmore, UNCLOS contains

effective provisions for dealing with illegal activities at sea.
For exanple, Article 108 requires international cooperation in
t he suppression of the transport of illegal drugs. The U S. has
aggressively pursued bilateral agreenments with many nations that
border drug transit zones as well as states wth large
registries, to facilitate the effective interdiction of vessels
suspected of transporting illegal drugs and the eventua
prosecution of the drug traffickers. During discussions wth

t hese nations, we enphasize UNCLOS' s call for cooperation and
prem se each agreenment on concepts codified wthin UNCLCS.
Articles 100-107 detail the international |egal ©principles
dealing with acts of piracy at sea. O her provisions prohibit
the transport of slaves, the operation of statel ess vessels, and
other activities in violation of international norns. The UN
Convention on the Law of the Sea also contains provisions that
enhance our ability to interdict foreign-flagged vessels off our
own coasts, and codifies a coastal state's right to establish a
12-natical mle contiguous zone just beyond the territorial sea,
where it may exercise control to prevent and puni sh
infringenents of its custons, inmmgration, fiscal, and sanitary
| aws. Adoption by the U S. of an expanded conti guous zone has
doubled the area where we can exercise these increased
aut horities. The benefits of +the <contiguous zone against
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traffickers surreptitiously shipping their illicit products to
U.S. shores are clear. As the lead federal agency for nmaritine
safety and security, the Coast Guard believes that U S.
accession to the 1982 UNCLOS woul d benefit the Coast Guard in
its effort to inprove maritine safety and ensure the security of
our maritime borders, thus pronoting honeland security. The UN
Convention on the Law of the Sea recognizes that various UN

subsidiary bodies may serve as  conpetent i nt ernati onal
organi zations for the further devel opnent of certain aspects of
the law of the sea. The International Maritine O ganization

(IMJ)) has always been recognized as the conpetent international
organi zation for nmaritime safety and marine environmental
protection. More recently, it has assumed a simlar role in
port facility and vessel security. The Coast Guard has worked
at the MO to anend the International Convention for the Safety
of Life at Sea (SCLAS) for vessel and port facility security to
enhance maritime domai n awar eness t hr ough Long Range
Identification and Tracking (LRIT) of vessels bound for U.S.
ports and waters, and to increase the operational effectiveness
of the Convention for the Suppression of Unlawful Acts against
the Safety of Maritinme Navigation (SUA Convention). The
negoti ati ons necessary to support efforts such as these take
place in the context of the overwhel ming nunber of nations at
| MO being parties to UNCLCS. Because of this fact, UNCLOS
provides the framework for the discussions and agreenents.
Al t hough we have enjoyed success in the international security
agreenents so far, those negotiations have not been easy, and
the fact that the U S is not a party to UNCLOS, when the
overwhel m ng nunmber of our international partners are parties,
has repeatedly placed us in a difficult negotiating position at
| MO and other foruns. Adm ral Colvin sunmarized, saying he
could not express an Admi nistration or Coast Guard position on
HIR 19; however, he opined the provisions of UNCLOS fairly
bal ance the interest of coastal nations to control activities
off their coast with the freedom of navigation and overflight
rights of all nations. The practical effect for the US 1is to
control economic activities within the world s |argest EEZ,
whil e enabling our forces and nerchant vessels to freely operate
in every part of the globe. The UN Convention on the Law of the
Sea guarantees our mlitary and transportation industries'
critical navigation and overflight rights, and U S. fisherman
enjoy exclusive fishing out to 200 nautical mles. In the view
of the Coast Guard, UNCLOS greatly inproves its ability to
protect the Anerican public as well as its efforts to manage
ocean resources and to protect the marine environnment. Becom ng
a party to UNCLOS would significantly enhance its gl obal
position in maritine affairs.

HOUSE EDT COW TTEE - 8- March 8, 2011



10:43: 23 AM

ADM RAL CCOLVIN, in response to Chair Herron's question regarding
China, said in January a top Chinese admral stated that because
one-fifth of the world' s population lives in China, China is
entitled to one-fifth of the resources that Iie in the
international waters of the Arctic. He presented a map which
showed unknown Chinese operations on the Chukchi Plateau and
Nort hwi nd Ri dge. In fact, China is "very transparent” in its
Arctic policy which is two-fold: maritine transportation of
goods to market, and energy.

10: 44: 46 AM

CHAI R HERRON observed the English name of the Chinese icebreaker
i s Snow Dragon.

ADM RAL CCOLVIN explained China's goal in 2010 was to go to the
North Pole, but the ship deviated to the Chukchi Plateau on the
way. He then displayed a map of the Arctic show ng uncl ai ned
areas, the extended continental shelf clains, and EEZs. He
stressed there is nothing illegal under international |aw about
where the Chinese have been operating, and it is within their
rights to drill for oil in the Chukchi Plateau, unless the U S
makes an extended continental shelf claim

10: 46: 12 AM

REPRESENTATI VE KELLER asked how changes are made to UNCLOS in
t he future.

ADM RAL COLVIN said he was not an expert on how rules of UNCLOS
woul d be anmended.

10: 46: 45 AM

REPRESENTATI VE  KELLER assunmed the process wuld be an
i nternational consensus and the U S would be one vote out of
all who ratify.

ADM RAL CCLVIN acknow edged that there are legitimte concerns
by those who oppose UNCLOS with regards to adjudicating U S.
clainms by an international body; however, not signing UNCLOS
means the U S. gives up potential sovereignty over the ocean
bott om
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REPRESENTATI VE KELLER advised the U S. would no |onger be able
to collect intelligence in territorial waters.

10: 48: 11 AM

ADM RAL COLVIN said there will be no change in the collection of
intelligence and the signing of UNCLOS has no bearing on this
i ssue. He expressed his understanding that nations doing Arctic
research are required to provide their results to the UN

REPRESENTATI VE JOULE asked whether there is tinme sensitivity to
accept ance of UNCLCS.

10: 49: 30 AM

ADM RAL COLVIN advised that once a nation ratifies, it has 10
years to establish an extended continental shelf claim For
exanple, Russia has nmde clains beyond its continental shelf.
Claims up to 350 mles are justified fairly easily, but beyond
that there nust be science to denonstrate that the continental
shelf belongs to the claimant. Russia has extended its claimto
the Lononosov Ridge which extends to the North Pole. Adm r al
Colvin said this nay be a legitimate claim as Russia has done a
lot of science to prove that Lonobnosov is part of its
continental shelf. However, after 10 years, UNCLOS concl uded
that the claim was not supported, although Russia was granted a
3-year extension to do so. In further response to
Representative Joule, Admral Colvin clarified that once it
ratified UNCLCS, the U S. would have a 10-year period to nake a
claim to the area that China has shown an interest in, and he
did not know whether the claimcould be adjudicated in a shorter
timeframe; however, the maximum of time for a claim to the
Chukchi Pl ateau woul d be 10 years.

10: 52:46 AM

REPRESENTATI VE GARDNER asked whether there were reasons to
oppose ratifying UNCLOS in addition to those already di scussed.

ADM RAL COLVIN offered that repeated opposition is due to the

perception that the US. wll give up sovereignty to an
international body, but "the reality 1is alnost the exact
opposite. ™ By not signing UNCLOS, the U S. gives up potential

sovereignty over, for exanple, the Chukchi Plateau and Northw nd
Ri dge. He agreed that there nay be concerns about having clains
adj udi cated before an international body, but the only other
choi ce woul d be wartinme activities.
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REPRESENTATI VE KELLER provi ded website | ocati ons for
organi zati ons that oppose ratification.

10: 55: 46 AM

REPRESENTATI VE PAUL SEATON, Alaska State Legislature, recalled
he was the prime sponsor of a resolution on the sane topic
passed by the legislature and submtted to Congress in 2009.
Representative Seaton called attention to a docunent provided by
U S  Senator Lisa Mirkowski's staff and included in the
committee packet titled, "Eight National Security Myths: United

Nati ons Convention on the Law of the Sea."” He pointed out that
"Myth 3" deals with intelligence activities and the report
concluded "that it did not <constrain the United State's
intelligence gat hering at all." Furt her nor e, during

Representative Seaton's recent trip to Wshington D.C., US.
Senat or Roger W cker addressed |egislators, suggesting that the
adm ni stration should use all efforts to extend jurisdiction and
economc clains to oil and gas resources. In addition, the
docunent indicates that if a country does not agree wth a
di spute resolution, it can refuse to accept that provision.

CHAIR HERRON referred to the previous resolution and asked why
Senat or Murkowski asked for anot her.

REPRESENTATI VE SEATON opi ned she asked because of the inportance
of the oil and gas reserves that have been identified in the
Arctic. Alaska should nake clear that it still wants to extend
its jurisdiction for access to the resources for economc
devel opnment pur poses.

11: 00: 49 AM

REPRESENTATI VE MUNOZ asked how nuch of the rest of the US. is
af fected by UNCLOCS.

11: 01: 09 AM

REPRESENTATI VE SEATON responded that affected areas are limted
to where the continental shelf goes further out, such as Guam
the @ulf of Al aska, and the Mariana |sl ands.

REPRESENTATI VE = MAX  GRUENBERG, Al aska State Legi sl ature,
di sclosed that he is not an expert in this subject, and inforned
the commttee that a nunmber of past U S. presidents have
recommended ratification of UNCLCS. In 2004, ratification was
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unani nously endorsed by the U'S. Senate Committee on Foreign
Rel ations, and urged again in 2007 by a mpjority of the nenbers

in its report. He expressed his support of UNCLOS, but noted
that dissenting nenbers of the Senate Conmittee on Foreign
Rel ations raised the issue of taxation - an opposing argunent
that has not been raised so far - and because Representative

Gruenberg was asked to provide argunents on both sides, he read
fromtheir dissent:

Taxes: Article 13, inposes direct "fees" on United
States corporations engaged in deep, in seabed m ning.
Article 82, requires "paynents" of up to 7 percent per

drilling on the outer continental shelf (OCS) the
United States would be assessed for 7 percent of any
oil, natural gas, or other resources derived by OCS
expl orati on. The paynents would be nmade directly to

the [UN Convention on the Law of the Sea] authority

which would redistribute the noney to the other
signatory nations. W believe it is unwise to create
an international organization with taxing authority.

REPRESENTATI VE GRUENBERG t hen expl ained that the majority report
states however, that +the understanding ties these related
provi sions together to nake clear that no assent contributions
could be decided by the assenbly wthout the agreenent of the
US in the finance comittee. He then called attention to a
docunent in the conmttee packet titled, "The Senate Should
Approve the Law of the Sea Convention Now, " and read:

Myt h: The Convention gives the UN its first
opportunity to |levy taxes.

Reality: This is not the UN and there are no taxes on
i ndi vi dual s or corporations concerni ng oi |l / gas
production within 200 mles of shore. The United
States gets exclusive sovereign rights to seabed
resources within the largest such area in the world

There are no finance related requirenents in the
Ext ended Econom ¢ Zone concerning oil/gas production
beyond 200 miles of shore. The U S. is one of a group
of countries potentially entitled to extensive
continental shelf beyond its EEZ Countries that
benefit from the extended continental shelf have no
requirenments for the first five years of production in

t he cycle. In the sixth year of production, they are
to nmake paynents equal to 1 percent of production
increasing by 1 percent a year until capped at 7
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percent in the twelfth year of production. If the
US were to pay royalties it would be because U S.
oil and gas conpanies are engaged in successful
production beyond 200 mles. But if the treaty is not
passed, U.S. conpanies wll likely not be willing or
able to engage in oil/gas activities in such areas ...
concerning mneral activities, in the deep seabed,
which is beyond US. jurisdiction, an interested
conpany would pay an application fee for the
adm ni strative expenses of processing the application.
Any anmount that did not get used for processing the
application would be returned to the applicant. The
Convention does not set forth any royalty requirenents
for production; the United States would need to agree
to establish any. In no event would any paynments go
to the UN, but rather wuld be distributed to
countries in accordance with the fornmula to which the
United States woul d have to agree.

REPRESENTATI VE CGRUENBERG pointed out that the aforenentioned
response is to the argunent first raised by the mnority.
However, he opined the real argunent 1is the sovereignty
argurment, and whether the US. would be submtted to binding
arbitration or adjudication. In simlar cases in the past, the
U. S. has chosen binding arbitration, and Representative
Gruenberg asked Admiral Colvin whether UNCLOS would affect how
the U S deals with the Somali pirates. The answer was "no,"
because the rule of law in Somali would have to be established.
Representative G uenberg observed this explains why UNCLOCS is
inmportant: There nust be a binding nechanism for resolving
di sputes in order to avoid |aw ess anarchy. The Sonali exanple

is not "a paradigm exanple of how we want to live ... we wll
have to arm ourselves in perpetuity because nobody else wll
help us; it will be every country for itself.” He gave another

exanple of the third branch of governnent established by the
U.S. Constitution as a nechanism for resolving disputes; wthout
the third branch of government - the courts - there would be
constant disputes between states and no wunified, organized
system of | aw. Furthernore, in Alaska, there is also a unified
court system throughout the state, that gives up a certain
anount of independence, but which allows residents to live
freely, wthout fear.

11: 12: 38 AM

REPRESENTATI VE KELLER asked whet her Representative G uenberg was
concer ned about "activists | ever agi ng t he treaty for
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acconmplishing ends, that we nmay not be interested.” For
exanple, there is potential for UNCLOS to be used by activists
to enforce environnental protection issues.

11:13: 59 AM

REPRESENTATI VE GRUENBERG acknow edged that anything is possible.
He understood that the U S. has sidebars to allow it to opt out
in certain circunstances to prevent action that is against its

national interest. As a matter of fact, he recalled early in
the 1970's, there was legislation to establish a deep seabed
mning protocol, but it was not pursued, and UNCLOS will allow

that to go forward.

11:15: 24 AM

ED PAGE, Executive Director, Marine Exchange of Al aska (MXAK),
stated he served 30 years in the Coast Guard and retired to
serve as the Executive Director of MXAK 10 years ago. He
explained MXAK is a non-profit maritime organi zation established
to provide information and communi cation services to aid safe,
secure, efficient, and environnmentally responsible maritine
oper at i ons. The marine industry, including the nenbership in
MXAK that is conprised of passenger vessel operators, tankers,
contai ner ships, tugs, tows, and ports, believes that UNCLOS
should be ratified by the U S. in the best interest of the U S
maritime industry in Alaska, and to assure environnentally sound
maritime operations. H's experience wth maritinme operations
around the world shows that the Coast Guard has a positive
i npact when it has an oversight role. Losing the ability to
explore the resources adjacent to the US. EEZ wll allow
vessels from other nations to access these waters, and wll
cause an elevated Ilevel of risk. M. Page concluded that
endorsing UNCLOCS is in the best interest of the US. maritine
industry and for Al aska's devel opnent, business opportunities,
safety, and environnental protection.

11:17:47 AM

CHAI R HERRON observed sonme are unaware of MXAK s outstanding
aspects such as transponders to |locate shipping. He praised its
service to the state and asked whether ships could still "show
up sonmeplace, where nobody knows they cane,” as happened in
Tukt oyakt uk, Northwest Territories, Canada, in 1999.

MR. PAGE advised that international |law requires ships to have
transponders; in fact, now MXAK observes and tracks foreign
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flagged vessels that are near our shores, and provides
i nstantaneous information to the Coast CGuard and the state.

11:19: 42 AM

WALTER PARKER, President, Parker Associates Inc.; Senior Fellow,
Arctic Infrastructure, Institute of the North, pointed out that
the resolution |ooks good, and he heard through the Arctic
Council that the situation in the Chukchi and Beaufort Seas is
going to become very serious with Russia regarding the seabed
and fisheries problens. He referred to witten information
subnmitted to the comrittee on the fisheries' issues. M. Parker
cautioned that Congress may not take up this issue, the issue of
i cebreakers, or of providing the Coast CGuard the budget needed
to "do the job up there,"” and he expressed his concern that the
situation will become nore serious because of new alliances
bet ween Russia and the Scandi navian nations. There wll be a
| ot of shipping through Bering Straits and UNCLOS is needed to
provi de strong regional organization, and to enforce the traffic
rul es. M. Parker agreed with the previous speakers in support
of the resolution, and noted that he served as one of the two
Al aska del egates to the third Law of the Sea Convention and has
been working on the issue for a long time. He stated UNCLCS is
desperat el y needed.

11: 24: 37 AM

CHAIR HERRON closed public testinony and turned attention to
page 3, line 5, of the resolution. He offered a conceptual
amendnent to delete the followng words, "a diplomatic blight on
its reputation.” Hearing no objection to the conceptua
amendnment, it was so ordered. The resolution was before the
conmittee.

11: 26: 28 AM

REPRESENTATI VE KELLER said he was very concerned about the
resolution and it is not enough to support it just because it
passed | ast year. This issue has been around since 1994, and
there are many argunents for and against. He requested that the
commttee hold the resolution until there is further thought and
reflection on the issues. For whatever reason, he said he was
not notified of, nor asked about, this commttee bill, and does
not want to be considered a sponsor of the resolution
Representative Keller wurged the commttee not to nove too
qui ckly, and promsed to keep an open nmnd toward all of the
i ssues.
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11:28: 09 AM

CHAI R HERRON acknowl edged he decided that this conmittee is the
appropriate conmttee to begin deliberations on the resolution

Al t hough dependent on the w shes of the nenbers, he expressed
his intent to nove the resolution to the next commttee of
referral

11:29: 06 AM

REPRESENTATI VE JOULE noved to report HIR 19, 27-LS0608\M as
anended, out of commttee with individual recomendati ons and
t he acconpanying fiscal note.

11: 29: 52 AM

REPRESENTATI VE KELLER objected. He expressed his concerns about
U S. sovereignty and national security issues, and re-stated the
need for nore study. For exanple, it has been reported that a
submarine nmust stay on the surface with its flags flying when in
territorial waters.

CHAIR HERRON said his intent is for a full discussion and
pointed out that opposing argunments are provided in the
acconmpanyi ng docunents; the resolution is in response to a
request by Senator Lisa Miurkowski .

REPRESENTATI VE GARDNER expressed her conplete support for this
i mportant resolution, but she indicated that she would support
the request froma commttee nenber for further tine.

11: 33: 04 AM

A roll call vote was taken. Representatives Joule, d son,
Munoz, Foster, Thonpson, and Herron voted in favor of HIR 19.
Representatives Gardner, Tuck, and Keller voted against it.
Therefore, HIR 19(EDT) was reported out of the House Special
Commttee on Economc Developnent, International Trade and
Tourism by a vote of 6-3.

11: 33: 09 AM

The commttee took an at-ease from11:33 a.m to 11:35 a. m

11:35:45 AM
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CHAI R HERRON advised he requested the co-chairs of the next
conmmittee of referral to hear additional testinmony on HIR 19
fromresource devel opnent entities.

HB 160- TOURI SM MARKETI NG CONTRACTS/ CAMPAI GNS

11: 36: 05 AM

CHAI R HERRON announced that the final order of business would be
HOUSE BILL NO 160, "An Act establishing and relating to the
Al aska visitor industry investnent fund; relating to matching
funds for state tourism marketing contracts with qualified trade
associ ations; and providing for an effective date."

CHAIR HERRON stated his intent to discuss and hold the bill for
anmendnents that are not ready at this tinme and to hear related
di scussion by the House Finance Commttee. He called attention
to Arendnent 1, |abeled 27-LS0509\1.1, Bannister, 2/28/ 11, which
r ead:

Page 2, line 27:

Del ete "$2, 700, 000 [ AT LEAST"

| nsert "at |east $2,700,000 ["

CHAIR HERRON, in response to Representative Joule, said work
draft Version | was before the commttee. In response to
Representative Tuck, he clarified that "the $2.7 will becone the
floor, rather than the ceiling.”

11:38: 59 AM

REPRESENTATI VE MUNOZ asked for the total amounts collected in
the three tax areas of vehicle rental tax (VRT), recreationa
tax, and corporate tax associated with tourist activities.

TERRY HARVEY, Staff, Representative Cathy Minoz, Alaska State
Legislature, referenced a fiscal note from the Departnent of
Revenue (DOR) that indicated $7.3 mllion in VRT in 2009, and $8
mllion in 2010. He deferred to DOR for details.

11: 40: 28 AM

JOHANNA BALES, Deputy Director, Anchorage Ofice, Tax D vision
Department of Revenue, infornmed the commttee the effective date
of the legislation is July 1, 2011, thus for this calculation
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the division would | ook at revenues received in 2009-2011. The
di vision has data for 2009-2010, and for VRT the state collected
$7.3 mllion in 2009, $8 mllion in 2010, and estimates $7.5
mllion wll be <collected in fiscal year 2011 (FY 11).
Furthernore, for tourism corporate inconme tax the state
collected approximately $21.4 mllion in 2009, $5.1 million in
2010, and estimtes $5.5 mllion will be collected in 2011.
Total revenue <collected and estimated for three years 1is
approximately $54.8 nmillion, and 30 percent of that is $16.4
mllion. Ms. Bales advised the first anmount directed into the
sub fund in the general fund would becone the "floor" for future
years.

REPRESENTATI VE MUNOZ asked whether the industry-to-state match
is a 70 percent to 30 percent split.

MS. BALES deferred the question to DCCED

11: 43: 00 AM

MR. HARVEY said his understanding is that currently the industry
is operating under a 70 percent state and 30 percent industry

mat ch. In response to Chair Herron, he said this arrangenent
will expire at the end of this fiscal year.
11: 43: 34 AM

REPRESENTATI VE MUNQZ recalled that this year the governor made a
|arger commitnent to the tourism industry and asked for that
per cent age.

MR. HARVEY stated that the governor has proposed an additional
$7 mllion; however, he was unsure of what percentage that would
be.

REPRESENTATI VE KELLER  surm sed this may be vi ewed as
unconstitutional because it may be dedi cated funds.

MR. HARVEY explained this is an annual anmount of noney that is
subject to appropriation and identified in statute as funds
based on revenue from the tourism industry, and thus is not
considered a dedicated fund. He suggested hearing further
testinmony on this issue fromthe conm ssioner of DCCED.

11:45: 16 AM
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REPRESENTATI VE KELLER described the reason for his interest,
saying that the proceeds are for a particular purpose, and
requested a review of the criteria by |egal services.

CHAIR HERRON indicated he would direct staff to obtain a
response from Legislative Legal and Research  Services,
Legislative Affairs Agency. In response to Representative
O son, he said a response wuld also be obtained from the
Attorney Ceneral, Departnent of Law, and distributed to the
conmittee.

REPRESENTATI VE GARDNER observed that if the funding is subject
to appropriation each year, the legislature could refuse or
change the anount. She surmsed the bill sinply nmakes a
recommendati on for what future | egislators should appropriate.

MR. HARVEY agreed, and asked for the viewoint of the
conmi ssi oner of DCCED,

11:47: 22 AM

REPRESENTATI VE GARDNER turned to the anendnent, and asked
whet her passage of the amendnment neans that if the marketing
canpaign is $10 mllion, the industry is paying less, and if the
mar keting canpaign is $5 mllion, the industry is paying nore.

11:48: 04 AM

SUSAN BELL, Comm ssioner, Departnent of Comrerce, Conmunity &
Econom ¢ Devel opnent (DCCED), <concurred wth Representative
Gardner's statenent, and said the bill addresses visitor
i ndustry-generated revenues, to nmake a connection between the
health of the visitor industry, restoring its growh, and
establishing a fund that preserves the legislature's power of
appropriation in Section 2, subsection (a).

REPRESENTATI VE GARDNER t hen asked for the historical cost of the
mar ket i ng canpai gn contract.

COWM SSI ONER BELL advised last year there was a 60 percent

increase in the state contribution from $9 nillion to $16
mllion, bringing the total ATIA marketing contract to $18.7
mllion. She reviewed the contract process and the decline in

tourism visitors, and said increasing the state's marketing
program was a significant piece in restoring visitor interest in
Al aska. Thus, the total narketing canpaign has grown from a
state contribution of about $9 million and an industry
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contribution of $2.7 mllion, to a state contribution of $18.7
mllion.

11:50: 55 AM

REPRESENTATI VE GARDNER understood that according to the origina
bill draft, mtching funds would be about $9.35 mllion;
however, if the anendnment passes, matching funds would be $2.7
mllion, which is a savings to the qualified trade organi zation

of about $5.65 million in the year under discussion.

11: 51: 33 AM

COWM SSI ONER BELL said correct. She further noted that the
current 70 percent to 30 percent match will sunset and becone a

50 percent to 50 percent match; however, since the tinme of the
original contract in 1999, there has been a change in the
conposition of taxes and fees on the industry. For exanple, VRT
now brings in between $7-$8 nillion annually, and there is
incone from a suite of taxes and fees enacted by the Al aska
Shipping Tax Initiative of 2006, Ballot Measure 2. Al t hough
revenue from the ballot neasure has been "rolled back,” the
| andscape of the state collection of industry-related taxes and
fees has changed. In addition, the industry trade organization
collects the fees fromits nenbers.

REPRESENTATI VE KELLER, observing that the industry's need is
measured by the nunmber of visitors to Alaska, asked for the
length of tinme required to judge the narketing canpaign's
success.

11:53: 43 AM

COM SSI ONER BELL related the travel industry feels the state's
mar keting efforts are insufficient. Her experience was that the
state's marketing investnment in the '90s was higher; in fact,

the state's investnment has dropped, and the market and
conpetition has changed due to the terrorist attacks of
Septenber 11, 2001, and the response to the econom c decline by
other tourism destinations. Commi ssioner Bell confirned that
DCCED nonitors the volunme of visitors to indicate the health of
the industry, and she concluded that the state's previous
mar ket i ng budget of $11 million is insufficient "to achieve the
presence that we wanted."

REPRESENTATI VE KELLER suggested "a sunset on this" would ensure
that the effectiveness is neasured.
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COM SSIONER BELL indicated there are tools to assess the
success of the marketing plan such as a sunset, the power of
appropriation, and the legislature's ability to questi on DCCED.

11:56: 18 AM

REPRESENTATI VE THOWPSON referred to the proposed transportation
hi ghway bill that would be funded by a percentage of VRT.

COW SSIONER  BELL affirmed that there is a proposed bil
conpeting for a percentage of VRT revenue, but she was unsure of
t he percentage affected.

11:57: 18 AM

REPRESENTATI VE GARDNER poi nted out that between 2009 and 2010
corporate incone tax related to tourism went down about 75
percent, and VRT went down about 10 percent. She asked whet her
a large portion of VRT is not tourismrel ated.

COWMM SSI ONER BELL expl ained that VRT is collected at the tinme of
sal e; however, corporate incone taxes are affected by other
factors. She deferred to Ms. Bales for details.

11:58: 38 AM

REPRESENTATI VE COLSON relayed his growng concern that the
proposed legislation codifies a level of expectation that may
not be sustained. He opined the funding of this program and
others may still be best handl ed on a year-by-year basis.

REPRESENTATI VE KELLER observed that VRT would include cars
rented for purposes other than tourism He asked whether an
exenption for other wuses wuld avoid a "dedicated fund"
situation.

12: 00: 30 PM

CHAIR HERRON asked for the adnmnistration's stand on the
proposed conm ttee substitute (CS) for HB 160.

12: 01: 20 PM

COM SSIONER  BELL infornmed the conmttee the governor was
briefed on the proposed CS; in fact, the governor continues to
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consider a healthy visitor industry a priority and "he still
remains confortable with it."

HB 160 was heard and hel d.

12: 02: 09 PM

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

Special Conmittee on Econonmi c Devel opnment, International Trade
and Tourism neeting was adjourned at 12:02 p. m
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