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CECI LE ELLIOTT, Staff

Representative Bill Thomas

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented HB 27 on behalf of one of the co-
pri me sponsors, Representative Bill Thomas.

MARK SAN SOUCI, Regi onal Liaison Northwest

Def ense State Liaison Ofice

O fice of the Deputy Assistant Secretary of Defense

Deputy Under Secretary of Defense (Mlitary Conmunity and Famly
Pol i cy)

U. S. Departnent of Defense

Tacoma, Washi ngton

PCOSI TI ON STATEMENT: Testified in support of HB 27.

VERDI E BOVEN, Director

Ofice of Veteran Affairs

Departnment of Mlitary & Veterans’ Affairs (DWA)
Fort Ri chardson, Al aska

POSI TI ON STATEMENT: Testified in support of HB 27.

Rl C DAVI DGE, President

Vi et nam Vet erans of Anerica

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 27.

DALE NASH, Chief Executive Oficer

Al aska Aerospace Corporation (AAC

Department of Commerce, Community, and Econom c Devel opnent
( DCCED)

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of EO 115.

CRAI G CAMPBELL, President and Chief Operating Oficer Designee
Al aska Aerospace Corporation (AAC

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnment ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of EO 115.

M KE FORD, Assistant Attorney General & Legislative Liaison

Legi slation & Regul ati ons Section
Department of Law (DQL)
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Juneau, Al aska
POSI TI ON STATEMENT:  Answered questions during the hearing on EO
115.

CURTI S THAYER, Deputy Conmm ssi oner

O fice of the Conm ssioner

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

POSI TI ON STATEMENT: Testified in support of EO 115.

MAJOR GENERAL TOM KATKUS, Adjutant General /Comm ssi oner
Departnment of Mlitary & Veterans' Affairs (DWA)

Fort Ri chardson, Al aska

PCOSI TI ON STATEMENT: Testified in support of EO 115.

MCHUGH Pl ERRE, Deputy Conmi ssioner/ Chief of Staff

O fice of the Conm ssioner

Departnment of Mlitary & Veterans’ Affairs (DWA)

Fort Ri chardson, Al aska

PCOSI TI ON STATEMENT: Answered a question during the hearing on
EO 115.

ACTI ON NARRATI VE
1: 03: 51 PM

CO- CHAIR DAN SADDLER called the House Special Commttee on
MIlitary and Veterans' Affairs neeting to order at 1:03 p.m
Represent ati ves Saddl er, Thonpson, Gatto, Austerman, Lynn, and
MIller were present at the call to order. Representative C ssna
arrived as the neeting was in progress.

HB 27-Dl SPOSI TI ON OF SERVI CE MEMBERS' REMAI NS

1: 04: 53 PM

CO CHAIR SADDLER announced that the first order of business
woul d be HOUSE BILL NO 27, "An Act relating to the disposition
of remains of a nmenber of the mlitary if the nmenber dies while
in a duty status."”

1:05: 01 PM
CO- CHAIR THOWPSON noved to adopt the conmttee substitute (CS)
for proposed HB 27, Version B, 27-LS0191\B, Bannister, 1/26/11,

as the working docunent. There being no objection, Version B
was before the conmttee.
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1: 05: 34 PM

CECI LE ELLIOIT, Staff, Representative Bill Thomas, Al aska State
Legi sl ature, explained that HB 27, Version B, would close a
| oophole in statute in order to acknow edge and support the
wi shes of those who are serving our country. The Departnent of

Defense requires all service nenbers, reservists, and guard
menbers conplete a record of energency data - DD Form 93 or
C&X020D - which directs and authorizes the disposition of human
remai ns. Al aska state |law does not currently recognize either
form and this anmbiguity can add an additional |ayer of stress
to grieving famlies. Much care and honor is given to a

deceased soldier, and CSHB 27 allows for a smooth transition at
home and foll ows the service nenbers' directives.

1: 06: 51 PM

REPRESENTATI VE GATTO asked if there is a difference between the
ternms "armed services" and "arnmed forces."

M5. ELLIOT responded that the term "arnmed services" was
incorporated in the CS to enconpass the U S Coast GQuard
(Guard).

1: 07: 30 PM

CO- CHAIR SADDLER called attention to a nmeno found in the
committee packet from Representative Thomas that clarifies the
changes in the CS regarding the CGuard.

1: 07: 45 PM

MARK SAN SOUCI, Regional Liaison for Mlitary Famlies -
Nort hwest, Defense State Liaison Ofice, Ofice of the Deputy
Assi stant Secretary of Defense, Deputy Under Secretary of
Defense (DUSD), U S. Departnent of Defense, inforned the
commttee this issue has surfaced because nilitary people fil

out a federal form that is frequently not aligned with state
statutes. He gave an exanple of a service nmenber, estranged from
his wife, who picked his brother to be responsible for his
remains if he died. State law, however, defaults the
responsibility to the surviving spouse and, after his death, a
conflict within the famly arose. Corrective neasures by other
states have been endorsed by the National Funeral Directors
Association; in fact, a majority of states already recognize DD
Form 93, or are currently considering anendnents to their
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statutes to do so. He noted that the Senate conpanion bill
passed.

1:10: 01 PM

CO CHAIR SADDLER surmsed the CS aligns the House and Senate
versions of the bill.

1: 10: 09 PM

MR. SAN SQUCI credited Al aska |legislative staff with correcting
t he om ssion of the CGuard.

1: 10: 27 PM

VERDI E BONEN, Director, Ofice of Veteran Affairs, Departnent of
Mlitary & Veterans’ Affairs (DWA), related that an incident
simlar to the exanple given occurred in Al aska, and he opined
passage of the proposed legislation would prevent this from
happeni ng.

1:11:46 PM

RIC DAVI DGE, President, Vietnam Veterans of America, expressed
his appreciation to legislative staff for amending the bill to
i nclude Guard nenbers. He explained that notifying next of kin
can be very difficult; in fact, his organization is sonetines

called upon to recognize the passing of a veteran if famly
nmenbers cannot be |ocated. Local funeral homes and the Nati onal
Cenmetery Association are very helpful in these circunstances.
M. Davidge urged the commttee to pass the bill out of
committee as soon as possible.

1:13: 07 PM

REPRESENTATI VE GATTO described a situation in which a soldier's
burial w shes were ignored. He said that type of situation
woul d be prevented by the passage of the bill.

1:14: 08 PM

COCHAIR SADDLER said he was inpressed with the mlitary's
efforts to take care of its own.

1: 14: 22 PM

CO CHAI R SADDLER cl osed public testinony.
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1:14: 32 PM

CO CHAIR THOWPSON noved to report the comrttee substitute for
HB 27, Version 27-LS0191\B, Bannister, 1/26/11, out of committee
with individual recomrendations and the acconpanying fiscal
notes. There being no objection, CSHB 27(M.V) was reported from
the House Special Conmmttee on Mlitary and Veterans' Affairs
Comm ttee.

1:15:18 PM
The conmmttee took an at-ease from1:15 p.m to 1:17 p.m
1:17: 33 PM

EO 115 - Realigning the Oversight Authority of the Al aska
Aer ospace Corporation

1:17: 33 PM

CO CHAIR SADDLER announced that the final order of business
woul d be Executive Oder 115 which would transfer the Al aska
Aerospace Corporation (AAC) from the Departnment of Comerce,
Communi ty, and Econom c Devel opnent (DCCED) to the Departnent of
Mlitary and Veterans Affairs (DMLV). He stated there are three
options when hearing an Executive Oder (EO: 1. Do nothing,
thus the EO takes effect 60 days from transmttal; 2. Approve;

3. Di sapprove, W th a speci al concurrent resol ution.
Furthernore, no anmendnents or changes can be nmade to an EO and
it differs from a bill in that there are no individual

recommendati ons by commttee nenbers.
1:18:42 PM

DALE NASH, Chief Executive Oficer, Al aska Aerospace Corporation
(AAC), Depart ment of Conmmer ce, Communi ty, and Economic
Devel opnent (DCCED), infornmed the conmttee AAC is a state-owned
i ndependent corporation - simlar to the Al aska Railroad or the
Al aska Housing Finance Corporation - which currently is
adm ni stered through DCCED. At the tinme AAC was created, the
vision was for it to launch satellites and rockets out of the
Poker Flat Research Range (PFRR) facility; however, there are
popul ati ons downrange of that |aunch conplex endangered by
stages of rockets falling back to earth. In the U S orbital
| aunch facilities such as Cape Canaveral, Florida, and Wallops
Flight Facility, Virginia, are situated so that rockets wth
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equatorial orbits |launched from west to east fall back into the
ocean. Simlarly, Vandenberg Air Force Base in California is
positioned as far west as possible. Therefore, even though
Al aska is sparsely populated, there was a reluctance to | aunch
rockets into orbit from PFRR as rocket stages could fall on the
North Slope oil fields or on the Anchorage and Mat-Su areas.
After further research by aerospace engineers, the Kodiak Launch
Compl ex (KLC) was devel oped.

1: 21: 29 PM

MR. NASH continued to explain that at the tinme of AACSs
inception, it was also envisioned by the corporation, the US
Air Force (USAF), other space research agencies, and other
states that there would be a huge a narket for comercial
rockets and the government would be the secondary market. This
was the rationale for placing AAC in DCCED. However, currently
85-90 percent of launches that go worldwi de are governnent
| aunches: in fact, in the US. nost rockets are |aunched by the
USAF, the National Aeronautics and Space Adm nistration (NASA)

the Departnment of Defense (DOD), the National Cceanic and
At nospheric Admnistration (NOAA), and the DOD M ssile Defense
Agency (MDA). He stated that the 15 launches by KLC were
closely tied to the aforenentioned custoners, and this market
requires AAC to be aligned with DWA. He said:

It helps us look nore like a federal range. W are
state-owned; as we launch for the Air Force we need to
|l ook like the Air Force to Vandenberg Air Force Base
We launch for NASA we need to look |ike NASA we

| aunch for Mssile Defense, we need to |ook Iike
M ssil e Defense. Very often discussions conme about
about our <close interface wth the, if we need

support, for responsive |aunches, or for security,
because the satellites are a high priority governnent
asset, who do we rely upon?

MR. NASH recalled his previous contact with fornmer Adjutant
Ceneral Canpbell regarding National Guard (Guard) operators at
Fort Greely who, in the case of a responsive |aunch, could be
cross-trained to help AAC s range safety system during the
| aunch of a high priority, high security satellite. As a matter
of fact, one of the biggest factors in support of cross-training
is that the Guard works closely with the Eastern Range space

processing and |aunch infrastructure. M. Nash stressed that
AAC wants to maintain a close relationship with DCCED and the
transfer to DWA wll not preclude conpleting conmmercial
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| aunches, because commercial custoners often own and operate
rockets under contracts with DOD or NASA. He concluded that the
transfer to DWA "is a very good fit and can help add to several
opportunities for working together, teamng together, and
synergy as we nove forward."

1:25:16 PM
CRAI G CAMPBELL, President and Chief Operating Oficer designee,

Al aska Aerospace Corporation (AAC), Departnent of Comerce,
Community & Econom ¢ Devel opnent (DCCED), stressed that the nove

to DWA is an admnistrative, not an operational, nove and
expl ai ned that AAC has a separate board of directors to provide
oversight and direction. Thus, oversight provided by the

department within governnment is primarily to ensure that AAC
conplies with state law, and to provide a conduit to the budget.
Furthernore, federal funding for KLC was adm nistered through
DWA, and was a "pass through" from DWA to DCCED. M. Canpbel
opi ned that DOD questioned this structure, and he supported the
move to properly align AAC for better wunderstanding by the
federal government.

1:26: 55 PM

CO-CHAIR THOMPSON stated his support for the transfer, but
guestioned the accuracy of the zero fiscal note.

1: 27: 32 PM

MR. CAMPBELL affirmed there is a zero fiscal note for the
transfer from DCCED to DMV, however, there may be inpacts on
the state budget for operations; for exanple, AAC has a funding
request for $4 mllion in the capital budget.

1: 27: 50 PM

REPRESENTATI VE AUSTERVMAN asked whether there are any "bright
stars” in the private sector nmarket.

1:28: 29 PM

MR. NASH said AAC still believes there are opportunities in the
commercial market; for exanple, there are two rockets under
devel opment by NASA's Commercial Orbital Transportation Services
(COrS) program The program has paid $1.5 billion each to
Orbital Sciences Corporation (Obital) and SpaceX to devel op
rockets to resupply the International Space Station (ISS) and to
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replace the Delta Il rocket, which is the nost-launched nedium
lift rocket, weighing about 12,000-14,000 pounds and lifting to
| ow-Earth orbit. Currently, AAC |aunches small-lift, 80-foot
rockets weighing 4,000 pounds to lowEarth orbit. The Delta 11

rocket has |aunched about 148 tines, putting up approximately
250 satellites, and launched Meridian and NAVSTAR d oba

Positioning System (GPS) satellites. The rockets under
devel opnment are SpaceX's Falcon 9 and Obital's Taurus |1, both
of which launch from east coast facilities; however, 40 percent
of launches are polar orbits |aunched from west coast sites and
AAC wants to wn one of these contracts. An  Iridium
Communi cations Inc. satellite is scheduled to be launched to
polar orbit on the SpaceX Falcon 9, and there are negotiations
underway about | aunching from KLC.

1: 31: 36 PM

MR. NASH turned to discussions with Obital about the Taurus II
and noted AAC has toured its Virginia facilities; in fact, KLC s
| ast launch was an Orbital rocket and another is scheduled for
May . He pointed out that those rockets wll launch GPS,
Iridium conmunication satellites, and many mlitary payl oads.
He re-stated that 60 percent of |aunches are equatorial orbits

from the east coast and 40 percent are west coast. A contract
for launching either rocket is "a win" for a generation. Bot h
conpani es have west coast | aunches contracted in 2014.

Mor eover, w nning one of these bids for one or two |aunches per
year would establish a tenant custonmer "for as far as the eye
can see." M. Nash indicated that KLC s new and nodern
technol ogy makes for quicker scheduling and response than is
possi bl e at Vandenberg Air Force Base, and can ensure that a
rocket is safe or destroy it in a day or two. Al so, rockets
| aunched from Kodiak fly directly into orbit versus a dog-Ileg
flight pattern, and can have a 15-20 percent payl oad advant age.

1:34: 13 PM

MR. NASH assured the commttee KLC has several other advantages
such as accommodating nediumlift rockets that |aunch 40-80
percent of the satellites.

1:35:11 PM

REPRESENTATI VE AUSTERMAN asked M. Nash to explain further why

AAC nust have a "look alike federal side of it,"” when it is nuch
easier to launch froma conplex |ike KLC
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1:35:42 PM

MR. NASH said, "W want [custonmers] to think we look Iike
Vandenber g, but realize how different we are in our
responsiveness and flexibility." He noted that [ aunch
procedures are unique and KLC can nake changes and decisions in
days that nmay take 60-180 days at large, well-established
ranges, because they are a bureaucracy. The interest in KLC is
because of its responsive nature - although KLC abides by the
sanme regulations, it keeps to the basics w thout adding overhead
and bureaucracy.

1: 38: 07 PM

REPRESENTATI VE AUSTERMAN then referred to page 1, line 8, of the
EO that adds a new chapter. He asked for clarity as to the
contents of the original chapter, pointing out the nane change
from the Al aska Aerospace Devel opnent Corporation to the Al aska
Aer ospace Corporati on.

1: 38: 57 PM

M KE FORD, Assistant Attorney General & Legislative Liaison,
Legislation & Regulations Section, Departnent of Law (DQ),

directed attention to page 19, line 29, section 4, of the
executive order, which |listed the repealed statutes. He
explained that the executive order repeals existing law and
creates a new chapter with "one small difference.” The initia

statutes of the corporation were put in Title 14 because of the
corporation's original connection with the University of Al aska
(UA) . Wth the new direction and organization of the
corporation, the intention is to nove the relevant statutes to
Title 26, which is the DWA title. He advised the only
significant change in language is in the conposition of the
board, which now includes the adjutant general of DWA. In
further response to Representative Austerman, he said the
addition of the adjutant general did not increase the size of
the board, but replaced the position of the comm ssioner of
DCCED.

1:41: 45 PM
REPRESENTATI VE GATTO referred to page 1, line 13, asked for

clarification of the |anguage, "affiliated with the University
of Alaska but with a separate and i ndependent |egal existence."
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MR. FORD said abovenentioned |anguage is existing law, and he
opined the reference is in keeping with the original educational
goals and duties of the wuniversity and AAC however, the
| anguage does not have significance other than that it was a
part of the existing mssion of the corporation.

1: 43: 04 PM

MR. FORD, in further response to Representative Gatto, said he
is not aware of any problens created by this |anguage since it
is just recognition of a past association. No new duties or
obl i gations are creat ed.

REPRESENTATI VE GATTO then asked for clarification of page 1,
line 15, of the executive order that read:

(b) The corporation may not be termnated as |ong as
it has bonds, notes, or other obligations outstanding.

MR. FORD explained that this |language is intended to recognize
| egal obligations; for instance, if a corporation is termnated
wi thout satisfying its legal obligations, other |egal issues
ari se.

1: 44: 32 PM

CO CHAI R SADDLER concl uded a corporation could cease operations
if its legal obligations are "paid off."

1:44: 49 PM

REPRESENTATI VE AUSTERMAN called attention to page 5, line 7, of
the executive order regarding the six purposes of the
corporation and pointed out that two purposes are not related to
the university, and four purposes are related. He observed that
AAC s scope of work has changed over the years in ternms of
unmanned flights, and he asked where that is incorporated in the
new |anguage; in fact, in the new chapter there is not a
stronger presence of the future of AAC, beyond its affiliation
with UA

MR. NASH expressed his understanding that the change in the
initial legislation deals with the novenent from DCCED to DWA.
He recalled that the nane of the corporation was changed from
the Al aska Aerospace Devel opnment Corporation to ACC two years
ago at the withdrawal from PFRR and UA. Initially, there was an
understanding that all rockets would be launched from PFRR;
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however, Kodiak is one of the best |ocations on Earth from which
to launch polar orbits. He acknow edged that a rewite of the
purpose of ACC is needed, and that the corporation has becone
"an unbelievable world-class launch facility on a rock in
Kodi ak." He gave his personal reasons for working at ACC

1:49: 04 PM
MR. NASH continued, saying KLC is the essential core of AAC and,

like Florida and its space program there are related industries
such as aircraft, radar, and conmunication built around the

conpl ex. He expressed his view that KLC is an "enabler" to
create an Alaska aerospace industry, and has teaned wth
Lockheed Martin in a partnership that he hopes wll result in a

ground base defense system with a sizeable workforce in the
Delta Junction area. There are also plans to team with the UA
system to wn research projects and grants, and wth the
National Guard to attract |aunches of USAF unmanned aircraft
systenms to help with honeland security, fisheries enforcenent

weat her nonitoring, and other tasks. M. Nash concluded that
AAC s new chapter is based around DOD governnent contracts and
AAC will grow, at Kodiak and beyond, to build Al aska's aerospace

industry to rival its mlitary presence.
1:51:50 PM

MR. CAMPBELL expressed his interest in joining M. Nash and the
board of directors to develop a future for AAC. The first step
is to draft a strategic plan that enconpasses the |arger
aerospace industry in Al aska, and that defines how to achieve
its plan. The strategic plan will also refine the transition
from the original Al aska Aerospace Devel opnent Corporation to
t he new AAC

1: 52: 55 PM

REPRESENTATI VE AUSTERMAN stated it is not his goal to reject the
EO.

1:53: 05 PM
REPRESENTATI VE CI SSNA spoke of Alaska's strategic geographic
position; in fact, Cold Bay is an alternate |anding |ocation for

NASA. She asked, "Does that tie into this in some way?"

MR. CAMPBELL said it could. He recalled his past experience and
efforts to have DWA develop a strategic plan to identify what
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needs to be done in the future. The devel opnent of a strategic
plan requires everyone to contribute and evaluate their
t hought s. At that point all of the possibilities along the
spectrum of human space flight are open; although KLC will
probably not |l|aunch the space shuttle, or resupply m ssions,
there are plenty of other possibilities.

1:54: 32 PM

CO CHAI R SADDLER turned attention to line 27, paragraph 6, page
5, of EO 115, that called for "developing of a state strategy to
encourage space-related business.” He asked whether there is
currently a strategy extent that will be changing in the future.

MR. NASH said yes. He added that AAC will continue to build on
that strategy to include energing opportunities, a statew de
focus, and partnerships with UA and prinme contractors |Iike
Lockheed and others. The strategic plan is expected to be
rel eased in another nonth after it is reviewed by the board of
di rectors.

1:55: 44 PM

REPRESENTATI VE GATTO asked how nany mannade satellites and
pi eces of "space junk"™ are circling the Earth

MR. NASH estimated 1,000-2,000 mannade satellites are in orbit;
in fact, satellites break away from Earth at the sane speed as
gravity is pulling them back, so objects tend to remain in
orbit. About 1,500-2,000 satellites have been |aunched and
about 15, 000-20,000 pieces of golf ball-sized debris are being
tracked. Additionally, there is transitory debris from asteroid
belts and natural sources. He recalled a collision three years

ago when China destroyed one of its own satellites to
denonstrate its offensive capability. This event raised
interest in KLC because of its "responsive nature in space." He

concluded that space is congested and contested, thus the open
orbits possible fromKLC are desirable.

1:58: 26 PM

CO CHAI R SADDLER asked whether EO 115 holds any changes in the
di sposition of personnel, assets, or noney.

MR. NASH i ndi cat ed no.

1: 59: 37 PM
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REPRESENTATI VE GATTO asked if all satellites travel in the sane
di recti on.

MR. NASH explained that orbits travel in the sanme direction -
whet her | aunched north or south on a Polar orbit - so a |aunch
may be del ayed for a short tine to avoid an intercept.

2:01: 04 PM

CURTI' S THAYER, Deputy Conm ssioner, Ofice of the Comm ssioner

Departnment of  Commerce, Community & Economic Devel opnent
(DCCED), explained that he is the comm ssioner's designee on
AAC s board of directors. The departnent is fully supportive of
t he devel opnment and growth of AAC, and of the aerospace industry
in Al aska. He recalled his first visit to the Kodiak |aunch
site in 1995, and the growh that has taken place up to its
| at est launch in Novenber 2010. The departnent has overseen AAC
since its inception, supporting its significant developnent,

progress and growth; in fact, an wearly study found the
facility's contribution to the econony to be $28.7 mllion in
direct and indirect spending, 235 jobs, and $12.5 mllion in
payrol | . Furthernore, 260 Alaska firms provided goods and
services to the Alaska aerospace industry in Fiscal Year 2008
(FY 08). Launch periods increase econom c developnent even
nore, clarifying AAC s role in econom c devel opnent. I n order
for this gromh to continue, AAC needs to expand its core
mssion to enconpass u. S. gover nnent , mlitary-supported
oper at i ons. For this reason, M. Thayer explained, swtching

oversight authority to DWA will better support AAC s continued
gromh and growh of the aerospace industry. Furt hernore, DWA
has the capacity to partner with ACC s ongoing operations, as

well as the developnent of new infrastructure. He opi ned
changing the oversight authority will nmean better access to the
federal mlitary command structure, and a greater opportunity to
attract the mlitary contracts that will directly support KLC
Additionally, the change wll provide related private sector
opportunities and will give AAC a clear opportunity for contacts
to secure future |aunches. He concluded that because DCCED

wants AAC to be successful, the departnment would like to retain
a seat on the board of directors in order to support and
cultivate the economc devel opnent conponent s of AAC s
oper at i ons.

2:04: 51 PM
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REPRESENTATI VE AUSTERVAN asked whether a seat for DCCED on the
board of directors requires changes within the current statute.

MR. THAYER sai d no. The EO transfers the seat between the two
comm ssi oners, but does not add a seat.

2:05:43 PM

CO- CHAI R SADDLER asked for an estimate of the econom c benefit
t o Kodi ak and Al aska.

MR. THAYER deferred to M. Nash.
2:06: 26 PM
MR. NASH stated the benefit has been as high as $54 mllion in

one year during construction of infrastructure and the Kodiak
Kenai Fi ber Link. Annual economc studies reveal an econonic

benefit of from $20-$30 mllion in a typical year. The
corporation contributes approximately 11 percent of Kodiak's
econony. Benefits also accrue to Anchorage and Cordova due to

AAC s off axis site in Cordova.
2:08: 00 PM

REPRESENTATI VE AUSTERMAN added the benefits of Kenai's |earning
center and the downlink stations in Fairbanks.

MR. NASH confirned that ACC operations led to downlink stations
in Fairbanks and radar sites in Juneau. He noted that the
Chal | enger Learning Center is an excellent addition to Kenai.
In addition, AAC tries to support 40 UA schol arshi ps per year;
in fact, UAA is one of 50 NASA space grant universities, and the
nmoney given to UAA is matched by NASA for space-rel ated student
activities. He concluded that the launch conplex itself is a
mul ti-use facility that supports grazing buffalo and cattle, and
recreational use.

2:10: 05 PM

REPRESENTATI VE M LLER referred to page 7, line 18, indicating
that the corporation can apply to the federal governnent for a
grant allowing the designation of corporation territory as a
foreign trade zone. He asked for a definition of "corporate
territory" and the ram fications of the designation as a foreign
trade zone.

HOUSE MLV COW TTEE - 15- February 8, 2011



MR. NASH deferred to DOL on the definition of "corporate
territory.” However, he first explained that although AAC has
not |aunched any foreign satellites, the designation of free
trade zone neans that foreign satellites can be |aunched w thout
charging a tariff.

2:11:43 PM

MR. FORD opined "corporate territory" is land that the
corporation owns and that could be designated as a foreign trade
zone.

2:12: 05 PM

REPRESENTATI VE M LLER assunmed that a privatel y-owned corporation
with its owmn territory and relief from taxes would no | onger
fall under the jurisdiction of the state.

MR. NASH responded that AAC has long-term |eases with the state
as that is nore cost effective than owning |and. The Al aska
Railroad Corporation is the nmodel AAC is wusing regarding
facilities and assets. The corporation supports its status as a
tax-free zone, and would also like to qualify as an economc
devel opnment zone so it may apply for new market tax credits. He
provi ded an exanple of the financing capabilities of tax credits
and how they are used to build capital infrastructure. M. Nash

was unsure about sovereign territory and said, "W very nuch
li ke, when we go in we say, 'W have the State of Al aska behind
us,' just like Florida likes to go in and say, 'W're Florida,

| ncorporated’ and Virginia does the sane.”
2:14: 54 PM

REPRESENTATIVE M LLER nmaintained his question about t he
application and neani ng of the abovenentioned two phrases.

MR. FORD offered to provide answers at a |later date. He asked
whet her AAC has received a grant or has been designated as a
foreign trade zone.

2:15:41 PM

MR. NASH confirmed that AAC has been designated as free trade
zone. In addition, AAC receives federal grants; in fact, the
nost recent grant helped pay for paving a road. However,

further neaning surpasses his understandi ng.
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2:16:29 PM

REPRESENTATI VE AUSTERMAN recalled the designation of corporate
territory and land and advised that the objective was to bring
in satellite conponents so that satellites can be built in
Kodi ak and then launched on rockets. The ability to have a
duty-free zone as a tax base keeps costs down, and encourages
busi ness.

REPRESENTATI VE M LLER asked for a legal clarification.

2:17:35 PM

MR. FORD will provide clarification.

2:17:55 PM

MAJOR GENERAL TOM  KATKUS, Adj ut ant CGener al / Conmi ssi oner,
Departnment of MIlitary & Veterans' Affairs (DWA), expressed his
support of the nove. He observed that changes in technol ogy

make the mlitary AAC s best custoner base, and the mlitary
also has "a sense of confort, [when] dealing wth fellow

mlitary menbers." This is true in admnistrative functions,
control, and looking out for the welfare of the state and of
devel opi ng busi nesses. Maj or Ceneral Katkus expressed his

interest in the challenge ahead and his expectation of working
closely with the comm ssioner of DCCED. He concluded that the
executive order <creates synergy and wll nove an advanced
product into the marketpl ace.

2:19:17 PM
CO CHAI R SADDLER asked whether EO 115 makes any personnel or
structural changes to DWA, with the exception of the change to

the board of directors.

MAJOR GENERAL KATKUS assured the committee "it's a zero cost
nmovenent from one departnent to the other.”

2:19:59 PM
CO- CHAI R SADDLER cl osed public testinony.
2:20:13 PM

REPRESENTATI VE AUSTERVMAN asked whether the |anguage of an
executive order can be changed or anended.
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CO CHAI R SADDLER expressed his belief that the commttee cannot
change the text of an executive order; the options are to
approve, di sapprove, or do not hing.

REPRESENTATI VE AUSTERMAN was unsure whether Al aska statutes can
be changed by an executive order wthout participation by the
| egi sl ature.

2:21:19 PM

REPRESENTATI VE Cl SSNA opined after two years the |egislature can
create |l aws to overcone even executive orders.

2:21:42 PM

MR FORD confirnmed that the options for the commttee are
acceptance or rejection, wi t hout amendnent. However, t he
| egi sl ature can always introduce bills to change existing | aws.

2:22:06 PM

MCHUGH Pl ERRE, Deputy Commi ssioner/Chief of Staff, Ofice of the
Comm ssi oner, Departnent of Mlitary & Veterans' Affairs (DWA),
in response to Representative Austerman, explained that the
existing DWA statute does not have an existing chapter to
facilitate housing this body of |anguage, thus DOL created
Chapter 27 of Title 26, which is a new chapter.

2:22: 54 PM

REPRESENTATI VE AUSTERMAN noved to advance EO 115, 27-CGH1013\A,
out of conmmttee wth individual recommendations and the
acconpanying fiscal notes. There being no objection, EO 115 was
advanced from the House Special Commttee on Mlitary and
Vet erans' Affairs

2:23:28 PM

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

Special Committee on Mlitary and Veterans' Affairs neeting was
adj ourned at 2:23 p.m
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