VEMBERS PRESENT

Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representati ve

ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COWM TTEE
March 10, 2014
1: 05 p. m

Co-Chair
Co- Chair
Vice Chair

Eric Fei ge,
Dan Saddl er,
Peggy W/ son,
M ke Hawker
Crai g Johnson
Kurt Q son
Paul Seat on

Scott Kawasaki
Geran Tarr

Representati ve
Representative

VEVMBERS ABSENT
Al l menbers present
COMM TTEE CALENDAR

HOUSE BI LL NO. 334

"An Act relating to the qualified oil and gas service industry
expenditure credit; and relating to a credit against oil and gas
exploration, production, and pipeline transportation property

t axes. "
- HEARD & HELD
HOUSE JO NT RESCLUTI ON NO 30

Requesting that the federal
Secretary of the Interior

and the United States
| zenbek Land Exchange

gover nnent
reconsi der the

deci sion and approve the |zenbek Land Exchange, allow ng the
residents of King Cove to have road access to the Cold Bay
Airport for critical health and safety reasons and to inprove
the quality of their |ives.

- MOVED HIR 30 QUT OF COW TTEE
HOUSE Bl LL NO. 344
"An Act prohibiting the inportation of, sale of, purchase of, or

release into the water of

pl ant species."”

the state of certain invasive aquatic

- BILL HEARI NG CANCELED
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HOUSE BI LL NO 351
"An Act relating to uses that are not inconpatible with the
pur poses of the Nancy Lake State Recreation Area.”

- BILL HEARI NG CANCELED
PREVI QUS COW TTEE ACTI ON
BILL: HB 334

SHORT TITLE. OL & GAS TRANSFERABLE TAX CREDI T CERT.
SPONSOR(s): REPRESENTATI VE(s) PRUI TT

02/ 24/ 14 (H) READ THE FIRST TIME - REFERRALS
02/ 24/ 14 (H) RES, FIN
03/ 10/ 14 (H RES AT 1: 00 PM BARNES 124

BILL: HIR 30
SHORT TI TLE: | ZEMBEK LAND EXCHANGE
SPONSOR(s) : REPRESENTATI VE(s) HERRON

02/ 26/ 14 (H READ THE FI RST TIME - REFERRALS
02/ 26/ 14 (H) RES
03/ 10/ 14 (H) RES AT 1: 00 PM BARNES 124

W TNESS REG STER

REPRESENTATI VE LANCE PRUI TT

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: As prine sponsor of HB 334, explained the
changes in proposed conmttee substitute (CS) for HB 334,
Version U

EM LY NAUMAN, Attorney

Legi sl ati ve Legal Counsel

Legi sl ative Legal and Research Services

Legi slative Affairs Agency

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions during the discussion of
HB 334.

DI RK CRAFT, Staff
Representative Lance Pruitt
Al aska State Legislature
Juneau, Al aska

HOUSE RES COW TTEE - 2- March 10, 2014



PCSI TI ON  STATEMENT: Testified on behalf of the sponsor,
Representative Lance Pruitt, during the discussion of HB 334.

MATT FONDER, Director

Tax Divi sion

Departnent of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT:  Answer ed questions regardi ng HB 334.

FRED Kl GA, Senior Vice President

Vigor Industrial, Inc. - Vigor Al aska

Ket chi kan, Al aska

POSI TI ON STATEMENT: Testified in support of HB 334.

DOUG WARD, Director

Shi pyard Devel opnent

Vigor Industrial, Inc. - Vigor Al aska

Ket chi kan, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 334.

M KE PAW.OWSKI , Deputy Comm ssi oner

O fice of the Conm ssioner

Depart nent of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT: Answered questions related to HB 334.

REPRESENTATI VE BOB HERRON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as the prinme sponsor of HIR 30.

SENATOR LI SA MURKOWBKI, U. S. Senat or

United States Senate

Washi ngton, DC

PCSI TI ON STATEMENT: Testified in support of HIR 30.

HENRY MACK, Mayor
Cty of King Cove
Ki ng Cove, Al aska
PCSI TI ON STATEMENT: Testified in support of HIR 30.

M KE COONS, Director

Citizen Initiatives, Al aska

Pal mer, Al aska

PCOSI TI ON STATEMENT: Testified in support of HIR 30.

STANLEY MACK, Mayor
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Al euti ans East Borough
Sand Poi nt, Al aska
PCOSI TI ON STATEMENT: Testified in support of HIR 30.

GARY HENNI GH, City Manager

Ki ng Cove, Al aska

PCOSI TI ON STATEMENT: Briefly commented during the discussion of
HIR 30.

ACTI ON NARRATI VE
1: 05: 44 PM

CO-CHAIR DAN SADDLER called the House Resources Standing
Commttee neeting to order at 1:05 p.m Representatives Seaton,
Johnson, dson, P. WIlson, Tarr, Kawasaki, Hawker, Feige, and
Saddl er were present at the call to order.

1: 06: 41 PM

CO- CHAIR SADDLER began to discuss HB 334, and Co-Chair Feige
first requested an explanation of the reason that HB 344 was
pulled fromthe conmttee' s agenda for today.

HB 344- 1 NVASI VE AQUATI C PLANT SPECI ES CONTRCL

REPRESENTATI VE OLSON, sponsor of HB 344, explained that the
Departnment of Natural Resources (DNR) issued a quarantine notice
on the invasive aquatic plants, and El odea [canadensis] could no
| onger be sold or distributed. The departnment noved forward so
quickly with the quarantine that the bill to ban inport of
El odea [canadensi s] was no | onger necessary.

REPRESENTATI VE JOHNSON spoke as fol | ows:

| was kinda |ooking forward to hearing this because
we' ve had sone concern about float planes and when you
say quaranti ne. I've spoken with the departnent and
it is not their intention to keep float planes from
flying in and out of |akes that may or not have this
plant in there. So, | just want to be clear that for
my office working on it, Canpbell Lake is in ny
district, that when you say quarantine that doesn't

mean that you won't - you'll still be able to |and
your airplane - as opposed to having soneone inport,
sell, and otherw se. So | just want to be clear on
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t hat . W're working with the departnment to clarify
t hat quarantine doesn't nmean quaranti ne.

CO CHAIR SADDLER al so expressed his interest in putting that
statenent on the record.

HB 334-O L & GAS TRANSFERABLE TAX CREDI T CERT.

CO CHAIR SADDLER announced that the first order of Dbusiness
woul d be HOUSE BILL NO 334, "An Act relating to the qualified
oil and gas service industry expenditure credit; and relating to
a credit against oil and gas exploration, production, and
pi peline transportation property taxes."

1: 08: 39 PM

REPRESENTATI VE LANCE PRU TT, Alaska State Legislature, stated
that he will speak to the work draft for HB 334, Version U
[| abel ed 28-LS1407\U, Nauman, 3/4/14 and not yet before the
committee]. Rel ating the reason for his introducing HB 334, he
said he visited the [Al aska Ship and Dry Dock, Inc. shipyard] in
Ket chi kan this past summer. During this visit he discovered the
shipyard facility could not use a tax credit the |egislature
passed |ast year [to AS 43.20.049]. He explained that the tax
credit requires the party nust be a taxpayer to qualify, but a
government entity, the Alaska Industrial Devel opnent and Export
Aut hority (AIDEA) owns the actual yard. He discussed this with
M ke Pawl owski, Departnent of Revenue (DOR), who suggested a
possible renmedy for an entity that is not a state taxpayer
wi t hout providing a blanket exenption. After some discussion,
he developed the work draft [Version U. It would apply a
credit to the state property tax on the asset by the owner. The
owner could take a credit over five years, although the credit
cannot reduce the tax to less than zero. It would also include
an option for a municipality to use the credit. He described a
scenario that illustrated how Seward's Ship Dry Dock [and Ship's
Chandlery] mght also be interested in the tax credit. He
stated the goal of HB 334 is to ensure that as nmany Al askans as
possi bl e have an opportunity to participate in what he viewed as
the "renai ssance” from SB 21 and bring nanufacturing back hone
to Al aska.

1:13: 09 PM

REPRESENTATI VE SEATON noved to adopt the proposed commttee
substitute (CS) for HB 334, Version U, |abeled 28-LS1407\U,
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Nauman, 3/4/14, as the working docunent. There being no
obj ection, Version U was before the conmttee.

REPRESENTATI VE P. W LSON renmarked that [SB 21] acknow edges that
North Sl ope conpanies often order equipnent to be built in the
Lower 48 or another country. The goal of [SB 21] was to provide
an incentive that would provide jobs for Alaskans and that if
the product was produced in Al aska, the conmpany could obtain a
tax credit.

1: 15: 02 PM

REPRESENTATI VE HAWKER related his understanding that HB 334
would allow a transferable tax credit for inprovenents to the
tangi bl e personal property under AS 43.20.049 to be applied
agai nst taxes under AS 43.56. He asked the reason to allow the
tax credit to property tax since the broader interpretation
would allow the tax «credit against corporate incone tax,
production tax, or property tax liabilities.

REPRESENTATI VE PRUI TT deferred to the bill drafter.

EM LY NAUMAN, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency, replied
the question raised by Representative Hawker is conpletely a
policy call.

1: 16: 36 PM

REPRESENTATI VE HAWKER, referring to the difference between the
original version of the bill and Version U said that the
original version of HB 334 |limted the tax credit to the initial
purchaser of the tangible personal property. He offered his
belief that Version U broadens this substantially by allow ng
the tax credit to be traded freely on the open market

DI RK CRAFT, Staff, Representative Lance Pruitt, Alaska State
Legislature, stated that the initial |anguage was nore limting.
He explained that Version U was broadened to nake it applicable
to anyone associated wth the property. He related his
understanding that the tax credit is still limted to anyone
associated wth the property.

1:17:49 PM

REPRESENTATI VE HAWKER questioned whether that allowance is in
the [bill]. He read fromAS 43.20.052 (a), as follows:
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A person that is entitled to take a credit under AS
43. 20. 049 that w shes to transfer the unused credit to
another person nay apply to the departnment for a
transferable tax credit certificate.

REPRESENTATI VE HAWKER said that any restriction to "another
person” woul d not exist.

MR. CRAFT replied correct.
1:18:37 PM

REPRESENTATI VE SEATON asked for further clarification on the
reason to allow the credit to be applied to property tax
l[iability instead of limting the tax credit to corporate incone
tax liability. He didn't think the |language in the bill would
l[imt the tax credit to the construction.

REPRESENTATI VE PRU TT answered that the genesis for allow ng tax
credits against the property tax liability was to avoid creating
a tax credit simlar to the film tax credit that could be

applied by soneone wthout an existing tax liability. He
related a scenario to illustrate how a conpany mght build
sonmething yet not have a tax liability. This would allow not

only the nmmjor investors but also the service industry to
benefit. These parties may own the asset but not have a tax yet
Version U would allow them to apply tax credits to their
personal property tax liability.

1: 21: 05 PM

REPRESENTATI VE SEATON said it seens like the tax credit is so
broadly applied that it doesn't limt the tax credit to the
party who owns the asset. The tax credits could apply to
someone who builds sonething but if the conpany doesn't have any
corporate tax liability, the tax credit could be transferred to

anyone who has a property tax liability. Further, it doesn't
seemto be limted just to oil and gas properties. He asked if
the tax credit will be limted to oil and gas properties or if
it will include other properties as well.

REPRESENTATI VE PRUI TT answered that the intent was to apply the
tax credit to the oil and gas industry, although it is a policy
call if the commttee wants to go beyond the industry. The bil

evolved due to recognition of sone limtations to the tax
credit. He hoped that conmpanies in places |ike Southeast Al aska
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and Seward could participate in the oil developnment that occurs
in other parts of the state.

1:22: 50 PM

REPRESENTATI VE HAWKER understood that, as witten, Version U
would allow the tax credit to be applied against taxes |evied
under AS 43.56. He said the title of the chapter is oil and gas
exploration, production, and pipeline transportation property
taxes, which provides a broad scope for the industry since it
i ncl udes pipeline transportation.

REPRESENTATI VE PRUI TT agr eed.
1:23: 33 PM
REPRESENTATI VE SEATON understood the tax credit could be used by

sormeone building nodules, but it will have to be transferred to
the oil conpanies or to soneone with pipeline taxes.

REPRESENTATIVE PRU TT replied yes. He explained that Vigor
| ndustrial and Alaska Ship and Dry Dock, Inc. do not have any
tax liability to the state. Thus, the bill would make the tax

credits transferable to any conpany producing their products.
1:25: 00 PM

REPRESENTATI VE = KAWASAKI under st ood that an oil and gas
corporation that is nmking noney under AS 43.20 would have a
transferable tax credit that could be purchased by a conpany in
the sane field to apply towards the conpany's property tax
liability.

REPRESENTATI VE PRUI TT believed it woul d be applicable.

REPRESENTATI VE KAWASAKI surm sed that a North Slope oil and gas
conpany could go to a Fairbanks or Anchorage conpany and use the
tax credit to reduce property taxes for their related
facilities.

REPRESENTATI VE PRUI TT acknow edged that he raises a good point
that a conpany in Fairbanks m ght be able to reduce its property
tax liability.

1: 26: 41 PM

HOUSE RES COW TTEE - 8- March 10, 2014



REPRESENTATI VE SEATON recalled that often small conpani es cannot
use the tax credit, unless they are oil and gas conpanies, SO

the parties nust transfer these credits. He wondered how this
would stimulate in-state nanufacturing if the parties nust
transfer their tax credits - probably at a discount - to gain

any benefit.

REPRESENTATI VE PRU TT suggested Vigor Industrial, Inc. may be
able to address the question.

1:29: 02 PM

REPRESENTATIVE P. WLSON related her wunderstanding that the
conpany wll obtain a discount by having the product made in
Al aska, which could encourage nanufacturing in Al aska. It will

provide the indirect benefit by creating manufacturing jobs in
Al aska even though it m ght not directly benefit t he
manuf act ur er.

REPRESENTATI VE TARR offered her understanding that the tax
credit would only apply to oil and gas property taxes due to the
state and not to nunicipal tax liabilities.

REPRESENTATI VE PRUI TT said yes, but said the goal is to allow an
option to use the tax credits for nunicipal property taxes.

1: 31: 02 PM

COCHAIR FEICGE related a scenario to illustrate the tax credit
l[imtations for an oil and gas conpany when contracting with a
manufacturer to produce sonething for a North Slope project.
The oil and gas conpany would be limted to no nore than $10
mllion in tax credits in any year, although the conpany can
hold the tax credits in up to five successive tax years.
However, under Version U, the question is whether the tax credit
is transferrable and if an oil and gas conpany can transfer tax
credits in excess of $10 mllion to another conpany to use.

1:33:12 PM
REPRESENTATI VE SEATON asked for clarification on the |anguage in
Version U that allows an option for taxpayers in other

communities to use the tax credit.

MR. CRAFT replied that the option is under discussion but is not
yet in the bill.
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REPRESENTATI VE PRUI TT agr eed. He acknowl edged that is the
intent, but the bill is a work in progress.

1:34:12 PM

REPRESENTATI VE TARR referred to page 2 of the fiscal note that
states the departnent cannot determ ne the anobunt of tax credits
that may be clainmed by taxpayers as the departnent currently has
no information about the anmobunt of this type of activity in the
state. She wondered whether the departnent could provide a
general idea of the inpact since this could amunt to mllions
of dollars in tax credits.

MATT FONDER, Director, Tax Division, Departnent of Revenue
(DOR), responded that Representative Tarr's question is
difficult to answer. He explained that the manufacturing credit
under di scussion was adopted under SB 21, which has not yet been
in effect for a full year so the departnment doesn't have any
solid information on the proposed tax credit.

REPRESENTATI VE PRU TT remarked that currently the state hasn't
been | ooking in-state for manufacturing, especially in ternms of

maritime oil and gas devel oprent. He said if the state allows
sonmeone to manufacture offshore platforns or other equipnment in
the state, it <could then potentially inpact the state's
revenues.

1:37: 03 PM

REPRESENTATI VE HAWKER recalled prior discussions during the
| egi sl ative process on SB 21, about who would be qualified to
take the corporate incone tax credit. It was envisioned the
credit would sel dom be used. He further recalled conversations
about limting the applicability of the front-loaded tax credits
that had unbal anced the tax system He wondered if this bill
woul d change the intent of SB 21. He proffered that HB 334
woul d substantially increase applicability of this tax credit,
but seens to go agai nst the philosophy for devel opnment of SB 21.

REPRESENTATIVE PRU TT remarked that he didn't necessarily
di sagr ee. He introduced HB 334 since sone areas of the state
currently cannot participate in the developnment of the state's
oil and gas resources. Certainly, it's inportant not to burden
the state in the capacity the state had under Al aska's Cear and
Equitable Share (ACES), but this seemed to create a way for
people to potentially use this tax credit, even if it only
allows a few people in Southeast Alaska to participate in oil
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and gas devel opnent in Alaska. Additionally, it would allow the
state to use the shipyard, one of its assets, on a |arger scale.

REPRESENTATI VE HAWKER absol utely agreed. One reason he liked
the original version of HB 334 is that he envisioned a
participant in the North Sl ope m ght have a corporate incone tax
liability. However, taking the corporate inconme tax and nmaking
it transferable to property taxes also creates sone conplexities
due to the interplay between state and |ocal property taxes. He
suggested that the sponsor nmay wish to ensure the bill targets
the parties it intends to benefit in the nost efficient way.

REPRESENTATI VE PRU TT answered "duly noted."
1:43:18 PM

REPRESENTATI VE KAWASAKI shared sonme of the concerns nentioned in
terms of | ocal taxation issues. He asked for further
clarification on what constitutes a nodification.

REPRESENTATI VE PRU TT deferred to the DOR
1:44:19 PM

REPRESENTATI VE SEATON said his reading of this is that the oil
service industry could build a pipeline from the west side of
Cook Inlet to the Tesoro Refinery to use the tax credit. He
asked for further clarification on whether this bill would nean
10 percent of the pipeline would be eligible.

REPRESENTATI VE PRU TT answered no; the intent is not any work
that is done, but whether the asset is manufactured or nodified
at the facility in-state, pointing out a pipeline wuldn't be
manuf actured in-state.

REPRESENTATI VE SEATON said he wll go back and review the
constraints on SB 21 expenditure credits. He was unsure whet her
a service industry would qualify for tax credits if a gas
treatment plant was built on the North Sl ope.

REPRESENTATI VE HAWKER clarified the credits relate only to
t angi bl e personal property.

1: 46: 28 PM

REPRESENTATI VE JOHNSON recalled the purpose of SB 21 was to
apply against corporate incone tax. He recalled the goal was to
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encourage conpanies to becone corporations, which could increase
the tax rolls. However, he wondered if this would run afoul of
the interstate comerce if the state offers a discount beyond a
normal di scount for in-state purchase.

REPRESENTATIVE P. WLSON suggested there could be optiona
| anguage inserted to avoid problens with interstate comerce
since she didn't currently see that |anguage in the bill.

1: 48: 27 PM

REPRESENTATI VE JOHNSON, recalling the state couldn't go above a
certain nunber for local hire, wondered whether the threshold
was at 10 or 15 percent or 50 percent before the state would
have issues with federal interstate commerce. He said he would
be curious how that relates to projects.

REPRESENTATI VE PRUI TT deferred to the |egislative attorney. I n
terms of encouraging conpanies to becone corporations and pay
corporate incone tax, he suggested the bill was another way to
allow LLCs to benefit. He did not see a way for conpanies |ike

Vigor Alaska to qualify for tax credits which is the reason he
was |looking towards wusing tax credits to offset personal
property taxes.

1:50: 25 PM
CO- CHAI R SADDLER opened public testinony on HB 334.
1:50: 51 PM

FRED Kl GA, Seni or Vice President, Vi gor Al aska, Vi gor
| ndustrial, Inc., testified in support of HB 334 and thanked
menbers for considering the concept enbodied in HB 334. He said
that Vigor reviewed SB 21 last year in terns of ways to enhance
tangi bl e personal property for oil and gas developnent and
producti on. Over a six-nmonth period, Vigor held discussions
with Mke Paw owski of DOR to consider a variety of ways to
frame tax credits designed to enhance enploynent for Al askans

and econom c developnent in Al aska. Utimately, using a
property tax credit under AS 43.56 seened to be the way to
devel op that concept. He acknowl edged that "it's sonmewhat

squi shy" when considering the production incone tax credit and
whet her conpani es have tax nexus for purposes of using it.

MR KIGA said parties with tangible property are generally
subject to the state property taxes. In terns of out-of-state
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oil and gas conpanies, the provisions of AS 43.56 provide a
credit against expenses going forward. From the 10,000 foot
|l evel, this concept could help oil and gas conpanies evaluate
the economic cost of whether to invest or use an in-state
manufacturer to create an asset. He stated this as the goal of
HB 334 and the direction he hoped the | egislature woul d take.

1:53: 55 PM

DOUG WARD, Director, Shipyard Devel opnment, Vigor Al aska, Vigor
| ndustrial, Inc. (Vigor), stated he has been associated with the
Ket chi kan Shi pyard for over twenty years. He | auded the pride
and joy that young workers have in building ships in Alaska. He
hi ghli ghted some challenges his conpany faces as a shipbuilder
in Alaska. He offered his belief that Al aska has one of the nost
nodern shipbuilding factories in North America due to the
partnership that exi sts between Al DEA, the comunity of
Ket chi kan, and industry. Certainly, that's true in Ketchikan

given the size of the Ketchi kan shipyard. This facility not
only focuses on the best practice for facility design and
infrastructure, but also on the human workforce devel opnent
pl an. As of 2013, the conpany enploys 161 productive workers

of which 13 percent are wonen. The shipyard project began as an
econoni ¢ devel opnent project through Al DEA. It initially was a
DOT&PF mai ntenance facility, but ship building and repairs began
once AlIDEA took it over.

1:55: 42 PM

MR. WARD advi sed that the shipbuilding conponent provides year-
round stability for the workforce and a stable econom c base for
seasonal boat repairs. He detailed shipbuilding at the
facilities, such that the shipyard built two airport ferries for
the Ketchikan airport, a marine fueling station for the O ynpics
in Vancouver, the Susitna ferry, and an ice-strength tw n-hull
vessel destined for service in Cook Inlet, which may ultimately
operate on the North Slope serving the oil and gas industry due
to the ice-breaking capabilities. Addi tionally, the shipyard
has conpleted building a longliner destined for the Bering Sea.

MR. WARD said as Vigor |ooks forward, HB 334 could accelerate
the state's return on its investnent in the shipyard. He stated
that an influx of businesses are noving to Ketchikan, noting
that two naval architecture firns recently opened offices in
Ket chi kan. Additionally, two international marine electronics
firmse are looking to open shops in Ketchikan. However, the
vendor base is lacking in Al aska as conpared to the Gulf of
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Mexi co or Puget Sound. He enphasized that Vigor believes HB 334
will help to nove the conmpany to participate in the oil and gas
i ndustry sooner and it will encourage additional custoners to do
business in Al aska, such as nmarine operators who buy ships and
operate vessels. Further, HB 334 could be valuable to those
types of customers, he said. Vigor has also been | ooking at the
Sewar d shi pyard since Cook Inlet has begun taking off.

1:58: 18 PM

MR. WARD anticipated that HB 334 could help small liquefied
natural gas (LNG projects in the future. He clarified that it
could potentially reduce <costs by 20-30 percent in the

distribution of the small LNG projects by using marine transport
to nove products throughout the state, which in turn could
stimulate nore manufacturing in Southeast Al aska. Since these
assets are expensive and tinme-consumng to build, HB 334 could
be a useful financing tool for shipbuilding in Al aska.

1:59: 31 PM

REPRESENTATI VE TARR recapped that current projects wouldn't
qualify but this bill mght encourage nore activity to occur.

MR.  WARD answered absolutely. Currently the oil and gas
i ndustry defaults to the Gulf of Mexico, with nearly 60 years of
oil and gas experience. He characterized the @ilf of Mexico

area as a very mature industry with conpetitive shipyards. As
the state works towards building industrial activity, it faces
obstacles in Alaska, such as great distances between popul ation
bases, the lack of a vendor base, nore onerous environnental
regulations than in the Gulf of Mexico, and higher |abor rates.
He surmsed that the workers are paid 40 percent nore in
Sout heast Al aska than in the Gulf of Mexico region. Thus, these
types of tax credits could help encourage people to use Al aska
manufacturers in the future, noting, of course, that the
activity would need to neet the definition of nodification or
manuf act uring as defined by the DOR

2:01: 23 PM
REPRESENTATI VE TARR understood sone physical limtations could
excl ude Al aska from being involved in sone of the projects. She

asked for further clarification on Alaska' s shipyard size
[imtations.
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MR. WARD responded that those with manufacturing capacity in the
state need to be selective on projects as the industry noves
into the oil and gas arena. For exanple, the Ketchi kan shipyard
is limted to building an optiml 250-foot vessel, although the
shi pyard could acconmobdate a 500-foot vessel. Consi der ati ons
conpanies will make will be to assess services available in any
community and what the facility is designed to build. He
anticipated significant opportunities in shipbuilding in the
next 10-20 years. Once Al aska reaches the vendor base and
scale, the state could be |ooking at |arger projects, he said.

2:03:22 PM

REPRESENTATI VE FEI GE inquired what types of projects does the
shi pyard envi si on manufacturing and how woul d these projects fit
under the definition of qualified oil and gas service industry
expendi tures [under HB 334].

MR. WARD said representatives of ExxonMbil Corporation, Inc.
will visit the shipyard in the near future to discuss projects
for Point Thonson. One opportunity could be to manufacture
1,000 gallon double-walled storage tanks. Additionally, on the
mai n transportation side, small LNG carriers - cryogenic ships -
are being developed in Norway to distribute gas to smal
comunities. He suggested a series of barges with cryogenic
containers could be dropped off in coastal comunities on a
nmont hly basi s. He anticipated that Vigor will also consider
articulated tug and barge setups, potentially performng sone
work at liquefaction plants or re-liquefaction plants, as well
as providing the marine transportation conmponent of distributing
gas in the state.

MR. KIGA added that as oil and gas exploration devel ops on the
Chukchi and Beaufort Seas, the likelihood exists that sone of
the supply vessels that acconpany the drill rigs could stop for
service at Ketchikan or Seward shipyards. He acknow edged this
assunmes the activity will meet the definition of nodifications
or manufacturing under the existing statutes. If so, these
activities could also qualify for the tax credits.

2: 05: 51 PM
CO- CHAI R SADDLER asked for the size of the small LNG carriers.

MR. WARD anticipated that the ship sizes range from 250 to 650
foot LNG carriers, although he was unsure of the exact capacity.
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He characterized them as being relatively small LNG carriers and
wi thin his conpany's range to build in Ketchikan.

2:07: 04 PM

REPRESENTATI VE HAWKER thanked the conmmttee for furnishing a
copy of AS 43.20.049. He said that this statute allows a
taxpayer to apply a credit against the tax due wunder this
chapter, which relates to corporation incone tax, against a
qualified oil and gas service industry expenditure incurred in
the state. He said the definition of "qualified oil and gas
service industry expenditure" nmeans an expenditure directly
attributable to an in-state manufacture or in-state nodification
of tangible personal property used in the exploration for,
devel opnent of, or production of oil or gas deposits, but does
not include conponents or equipnent used for or in the process
of that manufacturing or nodification.

REPRESENTATI VE HAWKER questioned layering this tax credit. He
related a scenario to illustrate the point that not only does an
oil and gas operator incur expenditures with vendors, but those
vendors are doing business wth other vendors, who in turn are
conducting business with yet other vendors. He wondered whet her
the language in SB 21 or HB 334 clearly states that the intent
is to offer one tax credit against tangi ble personal property.
Al though this question mght be considered rhetorical, he would
like the record to be clear that HB 334 intends to offer one tax
credit to a single tangible personal property. He suggested
that the |Ianguage in HB 334 m ght need to be clarified.

M KE PAW.ONSKI, Deputy Comm ssioner, Ofice of the Comm ssioner

Department of Revenue (DOR), offered to discuss the underlying
statute. First, the nexus to the definition of tangible
personal property used in the exploration for, devel opnent of,
or production of oil or gas was witten specifically because
it'"s a nexus to the property tax statute. He said that AS 43.56
levies oil and gas property taxes at a statewide |evel on
tangi bl e personal property used so it was the manufacture of
sonething that was going to create a tax base in the state to
begin wth. Secondly, he referred to the language in AS
43. 20.049(c), which prevents the expenditure from being used for
a deduction against the tax levied under this chapter or a

credit or deduction under another provision of this title. I n
Representative Hawker's exanple of an exploration conpany, wth
the "loss carry forward® which he remnded the conmttee

retained in SB 21 for the benefit of new entrants, along wth
the exploration credits "on the books, at least in mddle earth
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for alittle while," the use of that expenditure for a producer
or explorer is nore valuable as a deduction or qualifying
expenditure for one of the other credits in this chapter. He
sumarized that this was the limting utility in the way the
underlying statute was drafted. This narrowy would apply to a
group that really is a corporate inconme taxpayer who m ght be

the service conpany working with the producer or explorer. He
offered a willingness to continue to work with the commttee to
devel op "sideboards" on the |[|anguage. However, the limting

factor in the developnent of the credit was to recognize that
the expenditures are nore valuable in other places in statute
he sai d.

2:12: 47 PM

REPRESENTATI VE HAWKER appreciated the relative value of an
i ndi vi dual expenditure. He said that soneone claimng the tax
credit will be limted to a one-tinme credit; however, a person
contracting with the conpany couldn't also claimthe credit. He
suggested that at sonme point it will be necessary to fine tune
who actually is eligible for tax credit.

MR. PAW.OMNBKI answered correct.
2:13: 18 PM

REPRESENTATI VE HAWKER returned to [AS 43.20.049] (c), which
read:

An expenditure that is the basis of the credit under
this section may not be the basis for

(1) a deduction against the tax levied under this
chapter;

(2) a credit or deduction under another provision of
this title; or

(3) any federal credit clainmed under this title,.

REPRESENTATI VE HAWKER asked to parse through the |anguage noting
subsection (c) relates to the <corporate inconme tax, but
paragraph (1) clarifies that the taxpayer can't take a credit
and deduction at the same tine. However, paragraph (2) would
preclude using the credit under AS 43.20.049 (c) as the basis
for a credit or deduction under another provision of this title.
He questioned whether a specific exenption is necessary in order
to allow the expenditure to be applied to AS 43.56. He pointed
out that the language in AS 43.20.049 (c) may have enbedded a
prohi bition agai nst what HB 334 is doing.
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MR. PAW.OASKI responded by acknow edging that SB 21 was narrow y
crafted |ast year and the decision to broaden the capability is
somet hi ng the departnment nust carefully think through.

REPRESENTATI VE HAWKER commented on how difficult it can be to
interpret statutes over tine.

2:16: 04 PM

REPRESENTATI VE SEATON said if an oil conpany orders sonething
built for them but the ten percent tax credit can't be used as
a deduction for anything else, it would have absolutely no
relative val ue. He asked for an exanple of how the tax credit
[ under AS 43.20.049] could be applied. Certainly an oil conpany
woul dn't give away a 25 percent tax credit to manufacture
sonething for the field to subsequently receive a 10 percent tax
credit.

REPRESENTATI VE TARR stated the as introduced included |anguage

that limted the transfer to the initial purchaser of the
tangi bl e personal property, but Version U doesn't contain that
| anguage. She asked whether the conmmttee should consider

i ncl udi ng that provision.

2:17:29 PM

CO CHAI R SADDLER hel d public testinony open on HB 334.
[ HB 334 was held over].

HIR 30- | ZEMBEK LAND EXCHANGE

2:17:45 PM

CO- CHAI R SADDLER announced that the next order of business would
be HOUSE JO NT RESOLUTION NO. 30, Requesting that the federa
government and the United States Secretary of the Interior
reconsi der the I|zenbek Land Exchange decision and approve the
| zenmbek Land Exchange, allowing the residents of King Cove to
have road access to the Cold Bay Airport for critical health and
safety reasons and to inprove the quality of their |ives.

2:18: 07 PM

REPRESENTATI VE BOB HERRON, Al aska State Legislature, testifying
as the prime sponsor, stated that HIJR 30 dissects the "no
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action" decision by now U S. Secretary [of the Departnent of th
Interior (DA)] Sally Jewell. He asserted that the Environnent
| npact Statenent (EIS) did not follow the law, and the
resolution points that out and seeks to have the |egislature
endorse this resolution and send it to Washington, D. C He
explained that this refers to the Omibus Public Land Managenent
Act of 2009, endorsed unaninously by the legislature [in 2010
wi th passage of House Bill 210]. The federal act required an
ElIS, which was worked on for four years. As you know, he said,
former U'S. Secretary [of DA] Ken Salazar rejected the
proposal, affirmed by Secretary Jewell, essentially blocking the
| and swap and the public safety corridor from King Cove to Cold
Bay.

2:19:37 PM

REPRESENTATI VE HERRON explained that federal case Ilaw and
Congr essi onal actions have reinforced the principle that trust
responsibilities to Al aska Natives applies to all federal
officials, all federal decisions, and all federal activities.
He offered his belief that USFWS conveniently decided it is

exenpt from this [Act], but of course they are not. He said
that the DO likes the situation, such that the Bureau of Indian
Affairs had the trust responsibility for Al aska Natives, and by
custom the Assistant Secretary of the Interior - Indian Affairs

- has been an Anerican Indian or an Al aska Native. However, the
US Ofice of Managenent & Budget (OWVB) reduced their funding
and the admnistration noved the office to the Wlite House
Donestic Policy Council. Now it is conveniently housed, in nost
part, by the Senate Committee on Indian Affairs. Thus, the role
of trust responsibility has gotten farther and farther renoved
fromthe DO .

REPRESENTATI VE HERRON i ndicated that the U S. Courts have warned
the federal officials they are bound by every noral and
equitable consideration to discharge this trust responsibility
in good faith and fairness. Al t hough everyone can read the
resol ution, substantial background exists, in particular, that
the U S. Fish and Wldlife Service (USFW5) believes it is exenpt
and does not have a responsibility for public safety and peopl e.
Still, t he Congr ess has explicitly associ at ed trust
responsibility with six federal departnents - Education, Energy,
Health and Social Services, Housing and Urban Devel oprent,
Labor, and the DO.

2:21:46 PM
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REPRESENTATI VE HERRON rel ated the background of this decision

He referred to page 2, line 4, that highlighted the |egislature
unani nously passed House Bill 210, approving the state's
participation in the Omibus Public Land Managenent Act of 2009.
The state wants the |and exchange, he said. He referred to page
2, lines 29-31, in which the USFW5 publicly stated, "safety
considerations are inportant, but they were not a factor in this
decision-- at l|east not a factor we analyzed, since we only
anal yzed the environnental inpacts, which is what we were called
upon to do since we are not a public safety organi zation", "
He rem nded nenbers everyone has seen USFW5 enpl oyees "pack a
weapon” and in fact, they take actions to protect public safety.

REPRESENTATI VE HERRON, fast forwarding to 2013, noted he was in
King Cove when the Assistant Secretary of Indian Affairs, Kevin

Washburn, visited the community. He said he was also present
wth US. Senator Lisa Mirkowski when Secretary Jewell visited
the conmmunity. He enphasi zed what the agencies have chosen to

leave out is that the federal agencies have not produced a
public interest finding that is required. He further said that
the process requires the federal governnent to state why there
isn'"t a need for nedical evacuations of Al aska Natives and al so
to renmove nenbers of the community from a dangerous situation

2:24: 17 PM

REPRESENTATI VE HERRON, referring to |anguage on page 4, lines 3-
6, related that HIR 30 states the federal governnment and the
Secretary of the Interior purposefully ignored biological and
t echni cal information concerning environnental justice and
transportati on considerations. He referred to page 4, line 15,
and noted Secretary Jewell's decision did not provide the
required reports. After listening to all of the K-12 students

Secretary Jewell said, "l've listened to your concerns, now I
must listen to the animals.” He reported that subsequently
Secretary Jewell did essentially the same thing at the conmunity
neeti ng.

REPRESENTATI VE HERRON concluded that the USFWS thinks it is
exenpt from a trust responsibility to the Al aska Natives. This
resol ution addresses how the USFW5 purposefully and wllingly
did not follow the Act or the Congressional Case Law.

REPRESENTATI VE HERRON related that when he was in Wshington,

D.C., last week, Senator Lisa Miurkowski personally requested she
be able to testify on HIR 30. He said this issue is inportant
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to her because it is an exanple of how callous the DA has
beconme in its responsibilities to Al aska.

2:26:16 PM

REPRESENTATI VE HERRON pointed out mnenbers' packets contain a
phot ograph entitled "U S. Fish & WIldlife Service - Your GCuide
to Hunting on National WIldlife Refuges"” that depicts three bird
hunt er s. One reason given for the USFWS's "no action decision”
was due to the inpact on black brant and the eel grass. He read

an excerpt from the guide, as follows, "... it appears hardy
water fowers can hunt in the eelgrass to pursue and achieve
their daily bag |imt of black brant, and then search for

ptarm gan on the upland year-round."”

REPRESENTATI VE HERRON said that the trust responsibility is not
a limtation on Al aska Natives freedons and rights; instead, it
is a limt on the federal governnent over Al aska Natives and
Al askans, specifically the DO's authority over Al aska. The
nost recent |zenbek [National WIldlife Refuge] decision has
utterly ignored the responsibilities that the federal governnent
is required to maintain, he stated.

2:27:36 PM

REPRESENTATI VE HAVWKER t hanked the sponsor for bringing forward
HIR 30. He said:

This whol e issue has brought nme personally as a state
| egislator to a slow burn. And | nean that burn has
gone beyond snoking and, | nean, it's just, it ought
to be a raging fire with every single person in the
state legislature and every person in the State of
Al aska. And this foolishness fromthe feds has got to
end. It is conpletely and totally irresponsible for
them to stand in the way of what truly is a public
safety neasure.

REPRESENTATI VE HAWKER said if he could he would personally take
a bulldozer and start building the road and let [the federal
government] stop the state. He offered his belief that it has
reached that point in dealing with the "feds" on this issue.
It's time to stop sending these strongly worded letters of
support for sonething they are obviously not going to do. He
suggested it nay be tine to take matters into "our own hands"”
and just do it. He said that he is happy to support HIR 30.
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REPRESENTATI VE HERRON reported that all three nenbers of the
Al aska Congressional Delegation are fired up about this issue
He acknow edged that they are strident about the way Al aska has
been treated. He hoped U S. Senator Lisa Miurkowski will be able
to testify.

2:29:25 PM

REPRESENTATI VE KAWASAKI noted that proposed road projects have
project alternatives. He asked what the next step is in a "no
action alternative" fromthe state's perspective.

REPRESENTATI VE HERRON related that for f our years the
coordinating agencies determned that there was no other
alternative but a road. However, the EIS ignored this
determ nation even though the federal agency EIS docunment was
conpl et e. He offered his belief that this was a pre-engineered
decision to say "no action," and he surmsed it was a decision
that was nmade above Secretary Jewell's "pay grade.”

2:30:49 PM

REPRESENTATI VE JOHNSON remarked that he'd like to put on the
record what Alaska is prepared to give up as a state. He asked
for further clarification on the amount of acreage "swap" in the
proposed | zenbek Land Exchange.

REPRESENTATI VE HERRON explained the federal governnment would
receive 60,000 acres and in return the state and |ocal region
woul d receive 206 acres.

REPRESENTATI VE JOHNSON answered that it speaks for itself.
REPRESENTATI VE SADDLER acknow edged it was a considerable ratio.
REPRESENTATI VE HERRON remarked what is incredible is that even
t hough the DO and USFWs are required to consider the hunman and
public sector factors, those factors were irrelevant to them
2:32: 01 PM

CO- CHAI R SADDLER i nqui red whether other exanples exist in which
the federal government has agreed to be bound by the trust

responsibility.

REPRESENTATI VE HERRON answered yes; case |aw throughout history
exists in ternms of the government's responsibility under
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[Article] 16 of the Constitution. However, simlar instances
al so happen, which he characterized as being an indifference
that seens preval ent. He surm sed that the federal governnent
is geographically renmoved and feels that Congress has taken over
the trust responsibilities of the Al aska Natives and American
I ndi ans, although that sonehow doesn't occur. He suggested a
broader fear of the eight-mile road representing the public-
safety corridor exists such that the DO is afraid that if it
agrees to this it wll set precedent for a public-safety
corridor in every wlderness and every refuge.

2:33:31 PM

CO CHAIR SADDLER said that the point is it neans people can't be
safe in refuges.

REPRESENTATI VE HAWKER suggested that the |land Al aska would give
in the Izenbek Land Exchange is an amazing ratio, and if his
math is correct it would consist of "34 to 10,000" in terns of
the land the federal government woul d receive.

2:33: 59 PM

REPRESENTATI VE = TARR  asked whet her ot her public safety
i nprovenents have been considered that m ght address sone of the
heal th care needs.

REPRESENTATI VE HERRON responded that the environnent is the
[imtation since the airport is designated "zero-zero" 100 days
per year, noting that King Cove represents an inportant port for
the fishing industry. Al though King Cove has a safe harbor,

once boats are out of the harbor the seas are rough. He
enphasi zed that this issue really beconmes an issue of safe
medi cal evacuati on. He pointed out that 18 people have died

i ncluding nmenbers of the U S. Coast Cuard. He referred to the
press release in nenbers' packets dated February 14, 2014,
noting the difficulty of medavac evacuations, yet the community
of approximately 1,000 people lives 25 mles away from one of
the largest airport runways in Al aska. He enphasized the
runway's size by nmentioning that it was considered as a second
alternative for space shuttle |andings. He stressed that every
alternative was considered and vetted by the coordinating
agenci es. One alternative was to use hovercraft, but it was
deened to be too expensive and not reliable due to the
chal | engi ng weat her conditions in the region.

2:36: 29 PM
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CO CHAI R SADDLER opened public testinony on HIR 30.
2:36: 51 PM

SENATOR LI SA MJRKOWSBKI, U.S. Senator, United States Senate, said
she appreciated the opportunity to support HIR 30. She has
previously submtted witten testinony; however, she asked to
suppl enment her testinony. This resolution outlines the history
and long fight that the 953 residents of King Cove have been
engaged in over a decades in order to gain access to a safety
corridor to allow access to the second-longest runway in Al aska
for purposes of |ife-safety. She enphasized it is inportant to
reinforce that Secretary [Jewell's] decision on Decenber 23 to
reject the road alternative also rejected the I|egislative act
that reflected the woirk of all respective agencies since
| egi sl ati on passed through the U S. Senate, was concurred in by
the House of Representatives, and signed into law by the
President of the United States. The one remaining thing was a
best interest finding from the Secretary of the Interior. Her
actions effectively ignored the will of the Congress to nove
forward with the land exchange and the safety corridor for the
peopl e of King Cove. She has shared the fact that this is a
300-to-1 land exchange in which the Alaska Natives in King Cove
were willing to give up land they received as part of their
Native land settlenent. The state also had agreed that the
exchange would allow for new wlderness areas in the state
despite the typical resolve against adding new wlderness in
Al aska. She said, "Still, this was not good enough for the
Secretary of the Interior, a 300-to-1 exchange."

SENATOR MURKOWSKI renmarked that the action defies |ogic. She
characterized the Jland exchange rejection as "a stunning
injustice” to the people of King Cove and beyond that an
injustice to the people of Al aska.

2:40:44 PM

SENATOR MURKOWSKI related that Alaska hears far too often the
frightening circunstances in which nedical evacuation to
Anchorage is necessary. She said the community faces dangerous
life-threatening circunstance, one of which played out on
February 14, 2014. If not for the heroics of the U S. Coast
Guard, who knows what m ght have happened to the woman facing
the nedical energency. Besides the residents of King Cove not
able to gain safety, it also places the nmen and wonen serving in
the USCG in dangerous circunstances. The pilots and crews
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willingly attenpt rescues at considerable risk to thensel ves and
at considerable financial cost to the taxpayers, she said. In
this instance the dangers could all be avoided with a 10-ml e,
one-| ane, non-conmerci al use road.

2:42: 14 PM

SENATOR MURKOWEKI said at the time Secretary Jewell rejected the
road, she indicated that she would work to help the people of
King Cove, but no proposal has been forthcom ng. In fact, she
has not found one person at the DO who has noved forward to
i mprove the situation, and each day that passes the people of
King Cove are placed at risk due to the decisions the federa
gover nnment has nade.

SENATOR MJURKOWSKI appreciated that the conmttee has advanced a
resolution which is strong, clear, and lays forth the facts and
reasons why it is inperative all Alaskans work to address this
wrong brought about by Secretary Jewell's decision. She offered
her belief that this resolution wll help affirm that Al askans
are united in opposition to the Secretary of the Departnent of
the Interior's decision and are also wunited in desiring to
protect the health and safety of those who live in King Cove.

CO CHAIR SADDLER advised that her witten coments wll be
di stributed to nenbers.

2:44. 37 PM

REPRESENTATI VE KAWASAKI  thanked Senator Mirkowski for her
efforts to help Al aska. He related that Secretary Jewell has
made overtures to indicate she would like to speak to the Al aska
Congressional Delegation on this matter. He pointed out the
| anguage in HIR 30 is somewhat inflammtory, nore specifically,
it states "heartless and cold decision" [page 4, line 13]. He

wondered if this type of strongly-worded nessage is necessary
and whet her she stands by that |anguage.

SENATOR MJURKOWSKI responded she has used those exact terms, in
fact, she has called Secretary Jewell's decision "heartless"
because she believes the decision was without regard to Al aska's
Native people in King Cove. She said this troubles her greatly,
particularly since the Secretary of DO has a trust

responsibility to Alaska's Native people. She concurred the
| anguage in the resolution is direct and sonething Secretary
Jewell wll not |ike to receive, but the state nust be very

clear and state in no uncertain ternms that Al askans feel very
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strongly this decision should not be allowed since it directly
relates to the safety of the people who live in the region. She
deferred to the conmttee to carefully and critically exam ne
t he | anguage; however, she stands behind the words she has used.
Utimately, the |egislature nust be certain it can stand behind
the words it uses, as well.

2:47: 06 PM

SENATOR  MURKOWEKI recalled addressing the legislature in
February. She stressed that the King Cove road issue is not an
i ssue where sonething else can be found to make it go away. She
enphasized it isn't possible to trade the health and safety of
human beings for another project. In fact, this is not a
project, but is an issue that relates to people's lives in a
renmote part of the USA The governnent has an obligation -
where possible - to provide a level of safety and ways to
inmprove the quality of people' s |ives. She said she has
specifically informed Secretary Jewell that she does not intend
to back down from this and concluded that Al askans agree a road

is the right decision. However, she acknow edged that the way
Al aska states its case is inportant. She appreciated that as
| awmakers the legislature is willing to advance a detailed and

direct resol ution.
2:48: 45 PM

REPRESENTATI VE JOHNSON inquired whether the resolution is
directed at the right person and if Secretary Jewell wll be
maki ng the final decision since it didn't seem |ogical that one
person could stand in the way.

SENATOR LI SA MURKOWSKI answered there has been a request for
reconsideration of Secretary Jewell's determ nation, whi ch
clearly rests with her. She reported that the 2009 |egislation
gave responsibility to the Secretary of Interior for naking the
best interest determ nation. She has used every tool avail able
to ensure that the admnistration understands how this issue
relates to Al aska. She related that she has had repeated
conversations with Vice-President [Biden] to ensure that he was
aware of Alaska's position. She believed that if Secretary
Jewel | decides to nmake the decision it wll be done. However
she did not think it hurts to direct this resolution to both
Secretary Jewell and the President; however, wultimately she
believes the decision will be made by Secretary Jewel|.

2:51: 09 PM
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CO CHAI R SADDLER opened public testinony on HIR 30.
2:51:45 PM

HENRY MACK, Mayor, Cty of King Cove, explained he is a life-
long resident of the Cty of King Cove. He thanked commttee
menbers and the legislature for the overwhel m ng support for the
| zenbek Land Exchange leading to the approval of the one-I|ane
gravel road connecting King Cove to the Cold Bay airport. He
recogni zed Representative Herron who authored HIR 30 and spent
considerable tine in King Cove the past few years becom ng very
famliar with the transportation access issues. Thi s approval
process has been a long tine in the nmaking. He related he
served on the city council in 1976, when the Gty of King Cove
adopted its first resolution identifying the need for this road
to access the Cold Bay airport. Since that tinme 12 people have
been killed flying in and out of King Cove and countless
relatives and friends have been adversely inpacted by the
necessity for nedevac evacuation from King Cove. He expressed
astoni shnent that the community is still trying to address this
basic quality of Ilife issue for residents with the federal
gover nment . He enphasized the incredible offer to trade over
60,000 acres of state and King Cove Corporation land to the
federal governnment for 206 acres of the lzenbek land to allow
nine mles of one-lane road access to the Cold Bay airport.

2:53: 30 PM

MR. MACK noted that two days before Christmas, Secretary Jewel |
said no to the people of King Cove. He reported that the entire
community is outraged, particularly since it inplies that the
lives of King Cove's residents are not very inportant to her or
to the USFWS.

MR, MACK said the further insult to the Aleut people of King
Cove was the very flawed and biased EIS, which the federal
government has wused to justify this wunbelievable decision.
Secretary Jewell has further insulted the community by saying
the marine landing craft could work better than a road to
transport the sick and injured residents of Cold Bay. Thi s
position shows a lack of federal governnent's awareness of the
extrene weather and nmarine navigational issues at the Western

end of the Al aska Peninsul a. He pointed out this decision is
one of the nobst recent and extrenme exanples of federal
government overreach in Al aska. Finally, he stated that this

decision represents a mgjor cultural insult to the predom nantly
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Al eut residents of King Cove since it conpletely ignores the
government's trust responsibility to fairly listen and include
the resident's expectations and concerns when decisions are nmade
that affect the lives of residents. Although the community has
asked Secretary Jewell to reconsider, thus far she has not yet

responded to the md-January request. He has personally advised
Secretary Jewell and her staff that the matter will not go away
until the right decision is made. In closing, he respectfully

asked nenbers to approve HIR 30 that <clearly expresses the
community's needs, frustration, enotions, and expectations on
this critical issue to residents of King Cove. He thanked the
| egi sl ature and administration for standing strong and for their
commtrment to the community on this inportant |zenbek issue.

2:56: 04 PM

M KE COONS, Director, CGtizen Initiatives, A aska, said he was
testifying on behalf of hinself and as the state director of
Citizen Initiatives, a national organization. He has previously
given a presentation on the |zenbek |and fiasco, which is also
available on the website patriotsride.org. He said he has
previously submitted witten testinony to the commttee, and he
expressed outrage over Secretary Jewell's decisions and
frustration with the federal governnment that is nore concerned
with politics and animals than Al askans and Anericans. He
expressed further frustration that resolutions passed by the
| egi slature are read by few and then forgotten. During the past
two years he has yet to see a resolution have any inpact on the
Congress to the advantage of Al aska. He said that Gitizen
Initiatives has been working on a constitutional anendnent
called the countermand amendnent to call for a convention of
states under Article V of the U S. Constitution; however, he has
not been able to get his resolution introduced and passed. The
countermand anendnent would give 60 percent of the states the
ability to countermand actions |ike [the decision] Secretary
Jewel | made, could put Al aska and the majority of freedoml oving
states in the driver's seat, and would nmake these resolutions no

| onger needed. The countermand anmendnent would return to the
states the sovereignty and power over that of an overreaching
and blind federal governnent. He then offered support for HIR

30, stating it is all we have for now. He asked nenbers to read
the proposed countermand anmendnent and offered his wllingness
to discuss this and future Article V calls.

2:58: 54 PM
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STANLEY MACK, Mayor, Aleutians East Borough, stated that WMayor
Henry Mack is his nephew. He was born in King Cove but now
lives in Sand Point. He stated that he has been a fisherman for
60 years and thanked nenbers for the opportunity to testify. He
appreci ated the strong and consi stent support for the issue. He
acknowl edged Representative Herron's personal advocacy and
under st andi ng. He said the |zenbek Land Exchange will allow a
one-lane gravel road to be built so the 950 residents of King
Cove can finally reach a safe and dependabl e access to the Cold
Bay airport. As Mayor Henry Mack previously testified, he too,
was appal l ed and angered by Secretary Jewell's decision tw days
before Chri stnas. He recognized that not all transportation
chall enges can be resolved, especially given the weather,
t opography, and funding issues throughout Al aska; however, the
King Cove transportation access problem is different because it

can be solved. In fact, it is one reason that the conmmunity has
been persistent for so |ong. He reiterated the unprecedented
| and exchange that woul d have given 60,000 acres in exchange for
200 acres [to allow for road access]. He thanked the

| egislature and the governor for standing so strong and
commtted to the communities on this controversial issue.

3:01: 20 PM
GARY HENNI GH, City Manager, said that both Mayor Henry Mack and
Mayor Stanley Mack have nicely sunmarized the testinony. He

expl ai ned he gave up his tine to them but thanked nenbers for
the opportunity to testify.

3:01: 36 PM

CO CHAI R SADDLER cl osed public testinony on HIR 30.
REPRESENTATI VE P. W LSON noved to report HIJR 30 out of commttee
with individual recomendations and the acconpanying fiscal
not e. There being no objection, HIR 30 was reported from the
House Resources Standing Comrttee.

3:02:10 PM

ADJ OQURNNMENT

There being no further business before the commttee, the House
Resources Standing Conmmttee nmeeting was adjourned at 3:02 p. m
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