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CHAIR SHELLEY HUGHES called the House Special Commttee on
Econom ¢ Devel opnent, Trade, and Tourism neeting to order at
11:16 a.m Representatives Hi ggins and Hughes were present at
the call to order. Representatives Drumond and Tarr arrived as
the meeting was in progress.

Overview. Division of Econom ¢ Devel opnent, Departnment of
Commerce, Community & Econonmi ¢ Devel opnent

11:17:14 AM

CHAI R HUGHES announced that the only order of business would be
an overview of the Division of Econom c Devel opnent, Departnent
of Comrerce, Community & Econom c Devel opnent (DCCED) to provide
program information regarding updates, future plans, and
Al aska's general econom c health.

11:18: 56 AM

ROBERTA  GRAHAM Assi st ant Conmi ssi oner, Ofice of t he
Comm ssioner, Departnment of Commerce, Comunity & Econonic
Devel opnent, inforned the conmttee that she would address the
foll owing topics: what DCCED is doing to create a better
econony in Alaska; DCCEDs role in the Arctic and Arctic
devel opment specifically; how DCCED collaborates wth others,
ot her departnents, and within the departnment itself; and how
DCCED is looking toward the future to diversify the econony
beyond oil and gas. Ms. Graham then enphasi zed that DCCED, and
the Division of Econonic Devel opment in particular, are focused
on a strong Al aska. The departnment's theme is "North to
Qopportunity,” which focuses on opportunity including growi ng the
state's econony and jobs, wunlocking the state's resource
potential, pronoting that the state is open for business, and
buil ding strength and resilience for future generations.

11: 20: 55 AM

M5. GRAHAM clarified that economc growh needs sustainable
energy and reducing the cost of energy through oil tax reform
t hrough the devel opnent of the new gasline project, resolution
of the Point Thomson litigation, and establishnment of benchmarks

for the producers. Through  DCCED, the Alaska Gasline
Devel opnent Corporation (AGC) is reviewing the snaller pipeline
devel opment as well. Ms. G aham enphasized that sustainable

energy and a reduction in the cost of energy is a big focus for
DCCED, as are strong communities, which are necessary for viable
econom ¢ devel opnent. Strong comunities i nclude good
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infrastructure, strong local governnent, utilities, and a
gener al way of life that produces economc opportunity.
Consuner protection, through regulation and enforcenent, is also
a maj or focus of DCCED as it ensures a stable business clinate.

11: 22: 27 AM

M5. GRAHAM regarding what DCCED is doing to create a better
Al aska econony, highlighted the departnent's nmarketing efforts,
focus on infrastructure, efforts to reduce the cost of energy,
research, and assistance w th businesses. In terms of creating
new markets for the state's goods and services, she highlighted
the departnent's key marketing prograns for tourism seafood,
and mnerals. She then pointed out that [departnent staff]
attend trade shows to develop future contacts, neet wth
busi nesses to resolve problens, and review new [opportunities]
such as new air carriers comng to Al aska. In fact, DCCED
courted lceland Air to open up a new air route. The departnent,
she related, has also accelerated the devel opnent of rare and
strategic mnerals. She then directed attention to two
brochures that highlight the overall m ner al and mning
activities that are occurring in Al aska. At the beginning of
March, the departnment along wth a nunmber of other state
partners, mning conpanies in Alaska, Native corporations, and
others, will attend the Prospectors & Devel opers Associ ation of
Canada neeting in Toronto, Canada. This is one of the |argest
m ning conferences in the world, she noted. During the neeting,
DCCED will host an Alaska opportunity room to specifically
address what Al aska offers, the future investnent potential in
Al aska mning, and how to diversify existing resources in the
conpanies that are currently invested in the state. Al t hough
the aforenentioned is a major effort, DCCED is also focused on
i ncreasing developnment and marketing of forest products, the
film program upgrading trade show booths and collateral, and
enhancing the pronotion of "Made in Al aska" (MA). One of the
ways in which the departnment is promoting MA is through the MA
home incentive. The MA hone program which DCCED did with the
Department of Natural Resources (DNR), is evolving and this year
work is occurring to nmake the MA house with as many Al aska
resourced products as possible. The wultinmate goal, she
enphasi zed, is to have the [Al aska resourced] products in retail
establishnments and conduct semnars in the hone as it's
construct ed. The hope is for construction of the house, which
is located in Anchorage, to begin in June and to be conpleted by
August .

11: 27: 33 AM
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M5. GRAHAM then turned to the matter of growing Alaska's
busi nesses and attracting new industries. She infornmed the
cormmittee that DCCED is creating nore enphasis on cultural
tourism In fact, DCCED is doing a pilot project in Northwest
Al aska where interest is being sought from businesses, including

Native artists, and local comunities. The departnent, while
on the road and attending trade shows, is also pronoting
agricultural industries. There is also nore enphasis on
creating a filmconmunity in terns of feature filns. M. G aham
said that one nust discuss providing access to capital in
growi ng Al aska's econony. Wthin DCCED and the Division of

Economi ¢ Devel opnent (DED), access to capital is through
financing loan progranms, of which there are 11. The Rural

Devel opnent Initiative Fund, the Snall Busi ness Economi c

Devel opnent Revolving Loan Fund, and the [Al aska M croloan]
program cater to small business devel opnent. The aforenentioned
are robust in lending and creating - or retaining - jobs that

m ght not otherwi se be in place. "We're dedicated to finding
ways to help small businesses obtain the capital that they need
to grow and expand ...," she related. Over the course of the

life of the Rural Developnent Initiative Fund and the Small
Busi ness Econom ¢ Devel opnent Revolving Loan Fund, they have
created or saved/retained 1,200 small business jobs. She then
hi ghlighted the Skagway ore termnal project, a larger project
through the Al aska Industrial Devel opnent and Export Authority
(AIDEA), which has created nunmerous jobs and will continue to do
so as the project expands.

11: 31: 00 AM

REPRESENTATI VE DRUVMOND, as a former Anchorage Assenbly nenber,
informed the conmttee that the Minicipality of Anchorage was
granted about $13 mllion in the 49th State Angel Fund nonies.
Those funds are | oans, not grants, and thus will ultinately be
repai d. This was the first time such funding had been awarded
to a nunicipality as it has nornmally been awarded to states.
She recalled that at the tinme the Anchorage Assenbly had to
approve the appropriation, it was told the state wasn't prepared
to manage these funds and thus the municipality was selected
instead. She inquired as to why the state was unable to provide
managenent of the 49th State Angel Funds.

M5. CGRAHAM recalled that the opportunity to house that fund did
conme to DCCED first, but there was a timng issue. |In order to
receive the 49th State Angel Funds there was a need to increase
the authority to do so. However, there was only a set anmount of
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time, perhaps 60-90 days, to initiate the fund. The letter
arrived in the late summer/early fall and with the |egislature
not neeting again until the wnter, DCCED didn't have the
flexibility to receive the funds. Therefore, the work the
departnment had put into creating that opportunity went to the
city and DCCED did what it could to make the municipality's
appl i cation seamnl ess.

REPRESENTATI VE DRUMMOND asked if the 49th State Angel Funds are
for statewide use or only for businesses and startups within the
Muni ci pality of Anchorage.

M5. CGRAHAM offered that the 49th State Angel Fund has addressed
that by investing the preponderance of the initial funding in
ot her funds. To that end, the 49th State Angel Fund has
dedicated at least half of the funds, through the application
and review processes, to other venture funds that then consider
ot her investnent opportunities.

REPRESENTATIVE DRUVMOND recalled reading that a couple of
mllion of the 49th State Angel Funds have been given out in
seed nmoney and another couple of mllion have been given to
anot her organi zati on.

11: 35: 27 AM

M5. GRAHAM [returning to the issue of growing Alaska's
busi nesses and attracting new industries], told the commttee
that DCCED has worked to grow export markets through trade
m ssions to Iceland, China, and German-speaking Europe. The
trade mssions engage industries in countries that have a
relationship with Alaska and the work that is done in Al aska.
Therefore, they could include the seafood, tourism and energy
i ndustries. Although a lot of ongoing work is occurring in that
arena, [DCCED] is looking toward new markets in seafood and
energy in Asian countries. Ms. Gaham then infornmed the
committee of a recent agreenent with the Governnment of Yukon,
Canada, to devel op nutual econom c needs. The scope of work is
bei ng devel oped through the Al aska Energy Authority (AEA). Ms.
Graham expl ai ned that DCCED works closely with private industry,
regional and |ocal econom c devel opnent organi zations as it goes
about its work with the universities, |ocal governnents, trade
associations, and other state agencies. The aforenenti oned
partners are inportant as DCCED i npl ements its business plan.

11:37:40 AM
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M5. GRAHAM t hen addressed the role of DCCED in terns of Arctic
devel opnent . Arctic devel opnment, she opined, is of critical
inportance for the state as well as the nation. The depart nent
is working with other state partners on issues such as the deep
water Arctic port and providing input into the admnistration's
position on Arctic-related issues. She said that DCCED is
conducting a study regarding the potential of Arctic shipping,
i npact on safe and reliable shipping, new sources of energy, the
creation of jobs in the future, and ways to encourage trade
bet ween nations. She explained that the scope of work is being
handl ed through the University of Alaska Fairbanks (UAF) as it
has the intellectual capital to work on this. 1n developing the
wor k, there have been discussions with Arctic shippers and those
that i1nsure them A transshi pnment hub, which is different than
a deep water port, is where [goods] going to different |ocations
are |oaded and offl oaded. Currently, transshipnent hubs are
bei ng explored for Unal aska and Adak. The departnent is also
reviewing how it courts and works wth businesses in Arctic
countries, such as Iceland and Finland, who are already
interested in investing in Al aska. In fact, last week [the
departnent] heard fromIcel and regardi ng opportunities.

11: 39: 56 AM

CHAIR HUGHES inquired as to when the study began and will end.
She also inquired as to how the study conpares with the U S.
Arny Corps of Engineers' study and dovetails with other efforts
such as the DNR s request for proposals (RFPs) in January
regardi ng the | and needed for port devel opnent.

M5. GRAHAM characterized DCCED s work with issues related to the
Arctic as collaborative, and noted that she served as DCCED s
representative on the deep water port study. Although the study
has been very collaborative in ternms of input, it's the purview
of the US. Corps of Engineers and the Departnent of
Transportation & Public Facilities (DOT&PF) to bring that study
to fruition. The administration also has an Arctic working
group for those involved with Arctic issues, which mght include
the Departnent of Mlitary & Veterans’ Affairs (DWA), DOT&PF,
the Departnent of Environnental Conservation (DEC), and others.
The study began in Novenmber with a work shop in collaboration
wi th the Norwegi an governnent regarding the new maritine Arctic,
specifically considering the Northern Sea Route. There was a
day-and-a-half synposium during which a nunber of sources
provided information on econom c devel opnent beyond the deep
wat er port. The Counsel General of the Norwegian Consul ate
informed attendees about what Norway is doing in terns of
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of fshore devel opnent, tel ecommunications, and a nunber of other
areas. A draft report is anticipated at the end of this fisca
year, June or July, with a final report anticipated in the fall

11:42: 37 AM

M5. GRAHAM in response to Representative Drummond, expl ained
that ships transiting the Northern Sea Route carrying sone
energy product would offload at a port such as Adak, and take on
additional cargo to take to its honme port, which could be Norway
or Finland. The cargo would then be distributed via the ship to
the destinations to which it was intended. A transshipnment hub
is where cargo is offloaded and | oaded. In further response to
Representative Drummond, M. Gaham confirnmed that Adak and
Unal aska are under consideration as |ocations because they are
strategic locations and have other capabilities/elenents, such
as a workforce and security. Al though there could be other
| ocations, Adak and Unalaska are the two that have been
i dentifi ed.

11:44: 34 AM

REPRESENTATI VE HILGA NS surm sed then that shippers don't want to
navigate the full route but rather want to travel halfway and
turn around where they can offl oad and | oad cargo.

M5. GRAHAM stated her agreenment wth Representative Higgins'
under standing, and added her wunderstanding that predom nantly
smal | er shi ps woul d be used.

11: 45: 33 AM

M5. GRAHAM then turned to how DCCED collaborates wth other
depart nents. She underscored that DCCED is all about
col | aborati on, which she opined DCCED does well and often. The
departnent participates in at |east three subcabinets, including
the Rural Subcabinet, the Econom c Devel opnent Wirking G oup,
and the Natural Resources Subcabinet. Wth the exception of the
time during the legislative session, the aforenentioned
subcabinets neet at |east quarterly and sonetinmes nonthly. The
departnment, she noted, is also part of the Food Policy Wrking
G oup, and works with other departnments regarding how to better
mar ket and extend the state's agricultural resources through the
state's existing infrastructure and departnents, as well as
out side of Al aska. The departnment is involved with disaster-
rel ated issues through departnents that oversee those particul ar
i ssues. The department is also involved with the Arctic Wrking
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Group and is a marketing partner, although nany departnents have
their own marketing entity within that departnent. When DCCED
assuned responsibility for tourism marketing, it decided to
identify and convene all nmarketing groups within the various
depart nments. The departnent neets with the marketing groups
regularly to discuss topics in which there is nmutual interest.
Every effort is nade to include marketing partners in [DCCED s]

collateral. For instance, the state's vacation planner includes
pages devoted to "Alaska G own", state parks, and other entities
within the state. The aforenentioned is an effort to help

mar ket what the state has to offer.

11:48:19 AM

CHAIR HUGHES recalled mention of cultural tourism and asked if
there is a separate marketing program for that. She also asked
how DCCED cane to invest in cultural tourism

M5. GRAHAM expl ai ned that cultural tourism has been part of the
tourism marketing program for a nunber years, but has ebbed and
fl owed as businesses or comunities have wanted to be invol ved.
She highlighted that cultural tourism ranks in the top 10 top
attractions of visitors per the Alaska visitors' statistics
program

11:50: 31 AM

CHAIR HUGHES related the followng question submtted by
Represent ati ve Rei nbol d:

Since fiscal year '11, the departnment's received $16
mllion-plus a year in tourism marketing funds
directly instead of contracting with the qualified
trade associ ation. What has the departnent done wth
the $64 mllion during this time and what does the
departnment plan to do with the $16 mllion proposed in
t he governor's budget this year?

M5. GRAHAM answered that since fiscal year 2012 (FY 12), which
was the year DCCED assuned the tourism marketing program the
i medi ate need was to assune the five domestic contracts that
are partners and help inplenent the tourism marketing program
They include advertising research, fulfillnment contracts, public
relations, and the web contractor. She reported that since
2012, tourism has increased. In fact, a yet-to-be released
report specifies that the anmount of sumer visitors to Al aska
was 7 percent higher in 2013 than in 2012. There have al so been
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additional cruise ships comng to Al aska, which she largely
attributed to Governor Parnell's work to decrease taxes and
i ncrease marketing several years ago. The marketing budget did
increase to $16 mllion and the industry contributes another
$2.7 [mllion]. She highlighted the entrance of Iceland Air and
Virgin America as [the result] of hard work to increase tourism
Ms. Graham opined that DCCED s nmarketing is far and w de,
gl obal, and there is increased tourismfrom various parts of the
wor | d.

11:53: 15 AM

CHAIR HUGHES inquired as to how the $2.7 million is collected.
Chair Hughes acknow edged the increase in tourists, but asked
whether the state is getting nore [tourism nmarketing] per dollar
than if those functions were contracted out.

M5. GRAHAM expl ai ned that the tourism expenditure is established
annually in consultation with the tourism industry, and is
spread across the various efforts while fulfilling the trave
pl anner . Certainly, nore funds are being |everaged in ternms of
web advertising as nore visitors <cone from web sites
Furthernore, there have been nore requests for the travel
pl anner . Ms. Graham explained that every year the tourism
mar keting program establishes a goal in terns of the nunber of
inquiries it hopes to receive from advertising and ot her sources

for the travel planner. Over the past few years, the goal of
around 650,000 inquiries has been routinely surpassed by about
100, 000 inquiries. Therefore, she surmsed that nore visitors
are being reached regarding traveling to Al aska. The conversion
study will be underway soon and will actually docunent how many
visitors who made inquiries actually converted to visit the
st at e. The study wll also specify from which sources of
advertising or expenditures the visitors converted. In further
response to Chair Hughes, Ms. Graham infornmed the commttee that
the tourism industry is -engaged alnost daily. In fact,

gquarterly neetings are held in order that the tourism industry
advise and consult with DCCED on the tourism marketing prograns
that DCCED directs and inplenents. She opined that the process
is collaborative and is going quite well.

CHAIR HUGHES expressed the desire to hear from the tourism
i ndustry. She then opined that she prefers that the private
sector take care of certain things. Therefore, when the
governnment takes on a task, she said she hopes a good value is
received for the dollar spent.
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11:57: 59 AM

CHAI R HUGHES asked how DCCED woul d define econom c devel opnent
as part of its mssion. She then inquired as to the indicators
DCCED is looking for in terms of measuring success and achieving
econom ¢ devel opnent .

M5. GRAHAM specified that economc developnment is typically
defined as strategies and efforts that create jobs and
opportunities for businesses, entrepreneurs, and those striving
for better. This type of econom c developnent is different than
comunity devel oprment, which focuses nore on infrastructure and
prograns that help communities build a strong base for the
future. Measuring econom c developnment is difficult since it
can be nmeasured in many different ways, including in terms of
the nunber of Jloans awarded, jobs |[created and filled],
busi nesses hel ped through technical prograns, and busi nesses and
private sector entities involved in DCCED s marketing effort.
She related that when DCCED staff attends an event at which they
m ght neet with key travel journalists, they take any nunber of
tourism partners who mght want to join; that group seens to
grow every year

12: 00: 38 PM

M5. GRAHAM in response to Chair Hughes, confirned that DCCED
does track the nunber of calls received, the business assistance
delivered, and the nunber of jobs resulting from the financing
pr ogram She said she would be happy to provide those nunbers
to the commttee.

12:01: 36 PM

CHAIR HUGHES inquired as to whether the Econom c Devel opnent
Wrking Goup is the same organization as the Economc
Devel opnent Advi sory Counci |

M5. GRAHAM replied no, adding that they are different bodies.
The Econom c Devel opnent Advisory Council is predomnantly
i ndustry and business nmenbers who neet with the conm ssioner's
office on an irregular basis during which concerns of the
i ndustry are heard. The Econom c Devel opnent Subcabi net, which
she referred to as a working group earlier, consists of cabinet
menbers at the comm ssioner and deputy conm ssioner |evel who
come together to discuss economc developnment issues. I n
further response to Chair Hughes, M. Gaham confirmed that the
Econom ¢ Devel opnent Subcabi net doesn't [include private
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i ndustry] but r at her consists  of comi ssi oners, deputy
commi ssi oners, AEA, AIDEA, and the University of Al aska.

CHAIR HUGHES inquired as to whether the Econom c Devel opnent

Advisory Council listens to industry concerns in terns of
barriers specific to increased econom c devel opnent, or just
general barriers. She further inquired as to whether the
counci | makes recommendations for long-term planning and

strategi es for DCCED

M5. GRAHAM confirmed that the Econom c Devel opnment Advisory

Council listens to industry in terns of general barriers and
barriers specific to increased econoni c devel opnent. She added,
however, that any topic of concern is also discussed. For

instance, the last time the council met the topics of discussion
surrounded permtting, roads to resources, the Al aska Wrkforce
| nvest nent  Board, and other issues related to workforce
devel opnent . Hearing the issues/concerns of the industry
provi des a good baroneter of how to address them The intent,
she explained, is to have input wthout asking the |egislature
to devel op a pl an.

12: 05: 17 PM

CHAI R HUGHES, recalling testinmony that DCCED has an annual work
pl an, asked if DCCED has a long-term plan. She opined that the
Econom ¢ Devel opnent Advisory Council seens to be a good
organi zation to develop a long-term plan for DCCED

M5. GRAHAM rel ated her wunderstanding that the governor's plan
for long-term econom c planning has been one in which it's left
to the private sector to engage with [the departnment].

CHAIR HUGHES interjected that the [Econom c Devel opnment Advisory
Council] is [the appropriate group] and provides the opportune
time to provide input. The state will have a role as so nuch
hi nges on infrastructure, affordable energy, and comunicati ons.
She expressed surprise that the Econom c Devel opnent Advisory
Counci | has not been used for that purpose.

M5. CGRAHAM clarified that the departnent engages the Econom c
Devel opnent Advi sory Council on a nunber of issues and takes its
advice and input to develop any nunber of concepts and ideas

but to date the council hasn't been engaged in developing a
| ong-term pl an. The [Division of Econom c Devel opment] has an
annual work plan, which is based on statutory responsibilities,
research projects, col | ateral, i nnovative thinking around
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mar keti ng, business assistance prograns, and aspects on an
annual basis.

CHAI R HUGHES acknow edged that the work plan would address the
obligatory and statutory matters. However, she opined that it
seens inappropriate that it's a reactive situation in terns of
present situations, but rather there should be sone proactive
pl anning for the future. Therefore, Chair Hughes encouraged the
departnment to nmake use of the Econom c Devel opnent Advisory
Council and consider obtaining its input on a regular basis,
particularly in terns of the Arctic.

M5. GRAHAM noted her agreement wth Chair Hughes that the
Econom ¢ Devel opnent Advisory Council is an incredibly inportant
group of advisors to DCCED. The departnment tries not to tax the
council, although its advice and perspective are al ways sound.

12: 09: 54 PM

REPRESENTATI VE DRUVMMOND returned to the tourism marketing effort
of DCCED and asked what prospective visitors seek [in terns of
marketing material s].

M5. GRAHAM informed the commttee that the visitor's guide is
produced online, is downloadable, and is nobile. She then
reviewed the process for requesting the visitor's guide. First,
a visitor receives a snaller version of the vacation planner and
then follow up occurs and those very interested in visiting
Al aska then receive the full book, or are directed to the web
site. The large, glossy visitor's guide only goes to serious
inquiries that are potential conversions. In further response
to Representative Drummond, M. Gaham infornmed the conmittee
that the visitor's guide without the fulfillnment portion is not
that expensive to print, at a cost of $1.14 to produce. Wth
the fulfillnment portion, the cost is slightly nore than $1.14.
The guide is bulk mailed in batches and the book and the nmailing
total s under $2. There is a contractor based in Portland and
the visitor's guide is designed by the advertising firm of
Bradl ey Reid + Associ ates.

12:14:51 PM

REPRESENTATIVE HIGA NS, referring to a brochure on the tinber
industry, pointed out that it specifies 200 mllion board feet
are put out for sale annually. He offered his understanding
that 49.5 mllion board feet are from state land, 56.13 mllion
board feet are from federal |and, and approximately 110 mllion
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board feet from private | and. Wth the understanding that the
private land is Alaska Native land, he inquired as to how many
board feet are being sold now. He related his further
understanding that the federal governnent owns 95 percent of the
| ands of which 80 percent is the Tongass National Forest and
inquired as to how [DCCED] approaches that land in terns of
selling tinber.

M5. GRAHAM agreed that is an issue not easily answered. [ The
departnment] is considering [selling tinber] through any nunber
of sources, including future markets for secondary growh. She
related her understanding that part of the outreach and
avai lability of tinmber to market has to do with the supply
rather than the demand. She related her further understandi ng
that [tinber] marketing is occurring through conferences and
trade shows while being mndful of the supply on hand. Beyond
that, Ms. Gaham offered to obtain and provide answers to
guesti ons.

12:17:19 PM

CHAI R HUGHES then turned to the legislature's consideration of a
I iquefied natural gas (LNG project and inquired as to what that
would nmean in ternms of the cost of energy in the state. She
inquired as to whether the departnent has engaged in any work or
planning as to what the aforenentioned would nean in terns of
wor kf orce needs, value-added processing possibilities, and
necessary departnental changes.

M5. CRAHAM responded that DCCED is working closely with the
Al aska Workforce Investnent Board, Departnent of Labor &
Wor kf orce Devel opnent, in terns of workforce training and
devel opment .

CHAIR HUGHES comented that [to take advantage of] the
opportunity for value-added processing with affordable energy
will require nmore than workforce infrastructure and includes
transportation infrastructure and other needs. Therefore, she
opi ned that there should be [neeting] and planning [for the |ong

term.
12:20: 15 PM

ADJ QURNVENT
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There being no further business before the commttee, the House
Special Commttee on Econom c Devel opnent, Trade, and Tourism
nmeeting was adjourned at 12:20 p.m
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