ALASKA STATE LEGQ SLATURE
HOUSE SPECI AL COVMM TTEE ON ECONOM C DEVELOPMENT, TOURI SM AND
ARCTI C PQOLI CY
March 26, 2015
11:41 a.m

VEMBERS PRESENT

Representative Bob Herron, Chair
Representative Loui se Stutes
Representative Cathy Tilton
Represent ati ve Adam Wol

VEMBERS ABSENT

Representative Craig Johnson
Representative Charisse MIlett
Representative Dan Otiz

COW TTEE CALENDAR
PRESENTATI ON:  ARCTI C RESEARCH
- HEARD
PRESENTATI ON:  WORLD TRADE CENTER ANCHORAGE/ ALASKA
- HEARD
PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REG STER
M CHAEL SFRAGA PhD, Vice Chancellor for University and Student
Advancenent
Uni versity of Al aska Fairbanks
University of Al aska
Fai r banks, Al aska
POSI TI ON  STATEMENT: Provided a PowerPoint presentation on
Arctic research.
GREG WOLF, Executive Director

Worl d Trade Center Anchorage/ Al aska
Anchor age, Al aska

HOUSE EDA COW TTEE -1- March 26, 2015



PCSI TI ON STATEMENT:  Provi ded a Power Point presentation entitled
"Alaska's Place in the World: How Exports Drive Al aska's
Econony, " and dated 3/26/15.

ACTI ON NARRATI VE

11:41:51 AM

CHAI R BOB HERRON cal |l ed the House Special Committee on Econonic
Devel opnent, Tourism and Arctic Policy neeting to order at
11:41 a.m Representatives Stutes, Wol, and Herron were
present at the call to order. Representative Tilton arrived as
the neeting was in progress.

PRESENTATI ON:  ARCTI C RESEARCH

11:42: 15 AM

CHAI R HERRON announced that the first order of business would be
a presentation on Arctic research by Dr. M chael Sfraga.

11: 42: 30 AM

M CHAEL SFRAGA PhD, Vice Chancellor for University and Student
Advancenent, University of Al aska Fairbanks (UAF), University of
Al aska (UA), said his presentation would provide an overvi ew on
Arctic research and related policy issues, franmeworks, and
foundations for the future, including efforts by UAF informng
and influencing Arctic policy, its capacity to serve the state,
and recommendations on how legislators can influence policy
di scussions in Washington, D.C. The university is aware of the
| egislature's intent to shape, inform and influence policy; the
Al aska Arctic Policy Conm ssion (AAPC) reconmmendati ons have been
heard by UAF and his colleagues, especially the focus on the
Arctic during the U S. chairmanship of the Arctic Council. Dr.
Sfraga said UAF and its partners, Carnegie and Dartnouth,
reviewed AAPC s strategic reconmendati ons and saw many overl aps
with those of the federal governnment, and of the eight
ci rcunpol ar nations (slide 3). He advised that to advance these
recommendations the state nust | ook at social ecological systens
such as food, culture, energy, security, and health, and UAF can
support the legislature in this regard (slide 4).

DR. SFRAGA observed that the state has invested in UAF for 100
years; all of its institutes have spent this time building the
Arctic capacity of the university, and are ready to serve the
state effectively (slide 5). He presented a nmap that indicated
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UAF Arctic research and related efforts happen in every Arctic
nation and, along with collaborators across the world, UAF is
seen as "the Arctic university" studying |and, sea, space, and
air (slides 6 and 7).

11:45:47 AM

REPRESENTATI VE STUTES asked why the School of Fisheries and
Ccean Sciences is in Fairbanks.

DR. SFRAGA explained that UA originated at the Fairbanks canpus
and the university's research engi ne began there; subsequently,
the | eadership at UAF has explored ways to work closely with the
Juneau canpus and with the UAF polar RV Sikuliag, which is
ported at Seward. The UA Board of Regents seeks to have all 16
canpuses work cl osely together.

REPRESENTATI VE STUTES recogni zed the Kodi ak Seafood and Marine
Science Center, which is also part of the program

11:46: 59 AM

DR. SFRAGA said that UAF has a world class data system for the
| egislature to access supported by its capacity in the oceans,
with research by wunderwater drones, the RV Sikuliag, an
unmanned vehicle fleet, and satellites. Al'l of the issues of
heal thy communities, food sources, stream quality, and fisheries
will Dbenefit from UAF s data infrastructure that covers the
oceans to satellites (slides 8 and 9). Dr. Sfraga directed
attention to the R'V Sikuliag, a world-class vessel available to
inform the global science community, and which is docked in
Seward (slide 10). As "the globe' s" Arctic university, UAF has
nore publications about the Arctic than any other university
(slide 11). Furthernmore, UAF has nore Arctic citations than
others (slide 12). Also, UAF is serving all of the Arctic
Council working groups providing science, and informng, and
influencing their work (slide 13). Dr. Sfraga pointed out UAF
has garnered global recognition of its capacity; in fact, in
2016, UAF will host the largest science organization neeting in
t he worl d. He said the Arctic world is comng to Fairbanks and
there may be ways in which the |egislature should be involved in

the neetings. The organizations involved are focused on
creating capacity, overlapping partnerships, and coordinating
Arctic research, which fits very well with the AAPC

reconmendati ons as the U S assunes the Arctic Counci |
chai rmanship (slide 14).
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DR. SFRAGA presented slide 15 that was a |ist of participants in
neetings ancillary to the Arctic Science Summt Wek neeting,
and said the work done at UAF will inspire further discussion,
and sharing with others the work of AAPC and this comrittee is
inmportant. Dr. Sfraga turned to issues of the Arctic and the
North Pacific such as the Bering Strait bottleneck, port
information, and oil spill response (slide 16). The university
tries to address these issues by partnering; for instance, the
University of the Arctic consists of over 160 organizational
menbers from universities around the globe that are focused on

the Arctic. As a nenber, UAF helps lead many of the
organi zation's efforts. The University of the Arctic Institute
for Arctic Policy (1AP) was created to explore the issues
recogni zed by AAPC and its priorities. This has been done in

partnership wth Dartrmouth and the Carnegie Endowrent for
I nternati onal Peace. Carnegie has influence in Washington, D.C,
and for the last eight years | AP has convened representatives of
governments and others to explore issues of inportance to the
Nor t h. He invited the conmttee to consider how to |everage
these rel ationshi ps, perhaps by holding a collaborative workshop
in Washi ngton, D.C Along with Dartnouth and Carnegie, |AP is
powerful because it acts like a think tank and issues white
papers (slide 17). Wite papers by IAP are found in departnents
of state and enbassies; a list of docunents provided to the
gl obal scientific community, policymkers, and others was
illustrated (slide 18 and 19). Dr. Sfraga directed attention to
a neeting related to the transfer of the chairmanship of the
Arctic Council from Canada to the U S., and to other neetings
hosted by I AP (slide 19). In February 2015, |AP had reached a
level of interest from anbassadors and enbassies thus in
attendance at its neetings were representatives from China and
Si ngapore (slide 20). He offered to provide the commttee a
copy of the report prepared for U S. Secretary of State John
Kerry, which includes recommendations to inform and influence
the agenda during the U S. chairmanship of the Arctic Council,

and afterward (slides 22-29). He hi ghl i ght ed t he
recommendations to create a training center in the North for oil
spill response and search and rescue, additional mapping of the
Arctic Ccean, healthy comunities, energy, and the relationship
between the Arctic Econom c Council and the Arctic Council. He
guestioned whether the Arctic Economc Council should be
i nfluenced by big industry - or community-level focused - and
who will set its agenda, and take action on its agenda. Thi s
will be a very inportant discussion for the Arctic Council in

the next two years.

11:55:16 AM
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CHAI R HERRON advised that legislation is forthcomng on this
matter.

REPRESENTATI VE STUTES returned attention to slide 25, and
observed that each of the issues and recommendations ask for
further studies. She expressed concern that a lot of effort is
spent on studies, and urged for nore action on Arctic policy.

DR. SFRAGA agreed, and added that all of the aforenentioned
nmeetings started with actionable recomrendati ons because changes
to the North are real and rapid; therefore, the final docunent
will require practical steps.

REPRESENTATI VE STUTES said she would like slide 25 to reflect
t he foregoi ng statenent.

11:58: 25 AM

DR, SFRAGA said duly noted. The Al aska Center for Energy and
Power (ACEP), UAF, is a global |eader on mcro-grids and is
i npl ementing their use; UAF is working to determ ne whether ACEP
is a framework for other Arctic nations to follow, and is
working to determ ne whether mcro-grids can be used in Al aska
in the near future. This is an actionable recomrendati on high

on the priority list that will be submtted to Secretary Kerry.
Additional actionable itens are the link between the Arctic
Council and the Arctic Economc Council, and the role of

education, science, and diplomacy; in fact, the coomittee should
be involved in the Joint Cceans Conmissions Initiative in
Fai r banks, the Singapore Delegation in Fairbanks in April, and
the Fulbright Arctic Initiative, funded by the Departnent of
State, which will allow 17 scholars to study the issues reveal ed
by AAPC. He opined the Fulbright Arctic Initiative wll
"elevate the discussion® and touted the efforts of UAF and
Dartnmouth (slide 31). Dr. Sfraga expressed his desire that the

"Dynamic Arctic" wll become known through radio vignettes
produced by UAF and KUAC, and nade available to the Public
Broadcasting System This represents the Alaska diplomacy

effort that UAF is providing for the state in order to convince
the rest of the country that Alaska and the Arctic are
i nportant.

12: 02: 10 PM

CHAIR HERRON asked for nore information on the Ful bright
posi tions.
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DR. SFRAGA responded that over 120 highly qualified applications

were received, including sonme from each of the eight Arctic
nations, which was an indication that interest in the Arctic is
very high. In further response to Chair Herron, he said the

nmonetary value of a Fulbright award ranges from $20,000 to
$40, 000, and pays for transportation and support during a period
of research in a foreign country. The Fulbright Arctic
Initiative research thenes are: heal thy comunities, including
infrastructure to health issues; all facets of energy; and all
facets of water, including ocean acidification and streanbed
quality. The scholars will be naned in April at an event in
O tawa, Canada, and the final work product from the Ful bright
scholars will be reported in 2017 in Washington, D.C (slide
32).

DR. SFRAGA directed attention to the UAF Center for Arctic
Policy Studies which has been proposed by UAF Chancell or Brian
Rogers. Uni versity of Al aska President Pat Ganble has approved
a framework which he characterized as a consolidation of all of
UAF's efforts to inform and influence policy. He advi sed that
institutes and think tanks related to universities beconme part
of the narrative that drives issues, thus the state should have
its owmn center to informand influence its policy, together with
partners such as Institute of the North, to provide an Al aska
per spective. In fact, if UAF is the global l|eader in Arctic
research, its research should inform policy and provide services
to the state, the legislature, and the Al aska Congressional
del egation (slide 33).

12: 09: 23 PM

DR. SFRAGA presented a final proposal that would |everage the
university's expertise with the recommendations from AAPC by
creating graduate fellowships to investigate the identified
issues. This could be done in a way to align research projects
that will achieve the aforenentioned actionable itens, and to
foll ow up on recomendations (slide 34). He cl osed, urging the
| egislature to use the 16 UA canpuses in any way to serve the
state because they all have experti se.

CHAI R HERRON acknow edged that it is not well known that UAF is
the | eading Arctic university.

DR. SFRAGA confirnmed that the collective University of the
Arctic has nore than 160 participants.
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CHAI R HERRON informed the commttee of his intent to take every
opportunity to pronote Al aska and the Arctic during interim

REPRESENTATI VE WOCOL has heard concerns that other nations are
staking out their territory in the Arctic, and asked for Dr.
Sfraga's opinion on the United Nations Convention on the Law of
t he Sea (UNCLOS)

DR. SFRAGA said it is hard to separate work being done on an
international level fromthe political arena. The fact that the
U.S. has not ratified UNCLOS is al nbost always raised as a factor
that hurts the U S. position during negotiations, because it is
hard to exert influence when the U S. does not recognize UNCLOS
Many nations have signed on, although he said he understands the
political challenges related to the United Nations. Practically
speaking, he opined the US and other countries that have not
signed UNCLCS lose credibility, and their influence is mtigated
by this situation.

CHAIR HERRON agreed, but wurged that the issue not becone an
overwhel m ng di stracti on.

PRESENTATI O\~ WORLD TRADE CENTER ANCHORAGE/ ALASKA

12: 16: 27 PM

CHAI R HERRON announced that the final order of business would be
a presentation by Wrld Trade Center Anchorage/ Al aska.

12: 16: 43 PM

GREG WOLF, Executive Di rector, Wrld Tr ade Cent er
Anchor age/ Al aska, noted that this is the 17th year he has
presented information before the legislature on Alaska's
i nternational trade econony. He said he would provide an update
on Al aska's export econony and the Arctic, and answer questions.
M. WIf referred to Alaska's current fiscal crisis and the
possi bl e opportunities that my, over the long-term overcone
the crisis. He began his presentation and stated that China has
beconme Alaska's single largest export market and its single
| argest trading partner. Last year, exports to China were over
$1.4 billion, followed by Japan, South Korea, and Canada. He
expl ai ned that South Africa ranked tenth due to a one-tine-only
sale of adrilling rig (slide 3).

CHAIR HERRON asked for the nost conmmon comodity that s
exported to China.
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MR. WOLF said from 2000 to 2011, Al aska's exports to China grew

from $100 mllion to $1.4 billion, which was unprecedented
gr owt h. After two years of less growmh in 2012 and 2013,
exports to China are now at their second highest I|evel, thus
trade with China renmains strong. He opined that China will be
Al aska's best custoner for a long time;, however, the next phase
will see China as an investor or a partner in natural resource
projects, and in the expansion of current projects. Thi s

nmovenment has been proven in other jurisdictions wth natural
resources (slide 4). The largest commodity exported to China is
seaf ood at 53 percent, followed by mneral ores such as zinc,
| ead, and gold. He noted that there are state-owned Chinese
corporations operating in partnership wth several m ni ng
operations in Al aska. O her exports are whole round |ogs and
other forest products, and fish neal (slide 5). M. WIf
continued to explain that overall, Alaska s exports over the
| ast 20 years have increased from $2.5 billion per year to $5
billion per year, and have been steadily growing, wth the
exception of two periods (slide 6). Top export commodities are
seaf ood at 44 percent, followed by mnerals and ores, and third
is energy, including liquefied natural gas (LNG, coal, and
refined fuel products. Forest products continue to decline due
to a lack of access. He concluded that Alaska is a natural
resource exporting state (slide 7).

12: 23: 33 PM

MR WOLF said the rise in exports can be explained by "three
rights.” The first is that Al aska is geographically located in
the right place, the Pacific Rm which holds the fastest-
growi ng econom es and populations in the world. The second is

the right tinme in history, because economc |iberalization and
noder ni zati on have created energing nmarkets in China and |India;
in fact, capitalization is alive and well due to a historic
mgration of people noving from rural countryside to major
cities. It is estimated that by 2025, 400 mllion people in
China and over 200 mllion people in India will nove to cities
seeki ng econonm c opportunities. The third right is the right
cormodities, as Alaska is selling natural resources which are
the econom c building blocks of econom c devel opnment necessary
for growi ng econom es. M. WIf stressed that these are not
passing trends, but are long-term nmega trends (slide 8).
Additionally, Alaska and the world are heading in the right
direction, which is north, and wll lead to opportunities
t hrough new access to previously stranded natural resources, a
need for transportation infrastructure, and maritinme shipping in
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the Arctic (slide 9). Wrld Trade Center Anchorage/ Al aska
(WI'CAK) conpleted its fourth annual "Arctic Anmbitions"
Conference which |ooked at business, investnent, and trade
opportunities for Al aska conpani es, such as onshore and offshore
resource devel opnent. The question of timng always arises, and

he opined infrastructure in the Arctic wll be built by oil,
gas, and mning industries, thus the catalyst to business in the
Arctic will be developing natural resources and the fields of

engi neering, design, permtting, construction, and naintenance,
all of which can be supplied by Al aska conpani es.

12:29: 49 PM

MR, WOLF turned to the subject of maritime |ogistics and support
and noted that nodern mapping is needed, along wth fuel

supplies for shipping, spill prevention and response, and
communi cati ons. He pointed out that although China is not an
Arctic nation, it becane an observer to the Arctic Council,

whi ch suggests that China's exports may travel the Northern Sea
Route in the future. The role of WICAK is to ensure that Al aska
conpani es participate in exchanges, trade, and conmerce in the
Arctic (slide 10). M. WlIf returned attention to trade,
stating that overseas exports represent about 10 percent of
Al aska's total econony. The state's gross state product (GSP)
is about $54 billion. Exports bring new noney into the econony
and support thousands of jobs, resulting in a stronger, nore
di versified econony (slide 11). He added that service sector
exports are not reported, even though he estimated they total
about another $1 billion. In fact, for sone Al aska conpanies,
growh will be in overseas markets (slide 12). More good news
about trade is that it directly supports 15,000 jobs, many in
rural areas where resources are |ocated. In addition, 10,000
jobs are indirect and induced by those in support roles. Export
jobs typically pay 13 percent to 16 percent higher than others
(slide 13). In gross exports, Alaska ranks fortieth anong all
states by the value of its exports, and does so with a snall
popul ation and wthout wmjor rmanufacturing or agriculture.
Measuring exports as a percentage of GSP, Alaska ranks
fourteenth; on a per capita basis, Alaska ranks fourth. It is
estimated that 300 conpanies in Al aska export products, and 75
percent are considered by the federal governnment to be snall-
and nediumsize enterprises, which are those wth 500 enpl oyees
or fewer (slide 14).

12: 36: 05 PM
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MR. WOLF expressed optimsm because Al aska has what the world
needs for neighboring fast-grow ng econom es and popul ati on, and
new opportunities are wupcomng in the Arctic (slide 15).
Furthernore, an asset review by Comonweal th North reveal ed that
Al aska has the second |argest coal reserve in the world at 17
percent, the third |argest copper reserve, and the sixth | argest

| ead reserve. However, reserves do not equate to the existing
i ndustry, and he suggested that there are nmany opportunities for
expansion and new businesses in coal and natural gas. He

observed that the Al aska LNG Project would be the largest single
investment and the largest single export project in Al aska's
history. OQher opportunities in rare earth elenents and service
sector exports await (slide 16). Finally, in his experience, he
noted that new businesses are now planning to do a certain

anount of business overseas, which expands their market to "a
couple billion new consuners who have noney ... to spend"” (slide
17). In this time of crisis, during a period of danger and
opportunity, M. Wlf urged the comittee to focus on

opportunities (slide 18).
CHAI R HERRON i nquired as to WICAK' s next event in Al aska.

MR. WOLF answered that next major event is Mit-Su Rising! on
4/ 29/ 15 in Anchorage. There will be speakers representing the
Mat anuska- Susitna (Mat-Su) Borough and the region, who wll
di scuss the anmmzing story of growth in the Mat-Su Vall ey. For

Sout hcentral Al aska, resource and economc developnent is
happening in the Mat-Su Valley and about 400 people will attend
the event. The next Arctic Anbitions event wll be an
i nternational conference held in March and wll focus on the
busi ness and investnent side of Arctic devel opnent. In further
response to Chair Herron, he said his organization will return

to Asia for a trade mssion to China and perhaps Singapore. He
encouraged the conmmttee to join the mssion because it is
i mportant that policymakers and government |eaders understand
the economic markets and opportunities relevant to Al aska, and
al so that business |eaders in Asia nmeet them

12:44: 42 PM

CHAI R HERRON agreed and recalled his experience in the Republic
of the Philippines.

MR. WOLF pointed out that some conpanies in China are owned by

the governnent, thus government participation "gives them a
| evel of confidence ...."
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REPRESENTATI VE WOOL asked how much LNG is exported to Japan.

MR. WOLF reported that in the past LNG shipnents to Japan were
about $300 mllion; last year, exports to Japan were down about
$200 million to $300 mllion, thus this amount is reflected in
LNG sal es.

REPRESENTATI VE WOOL surmised the remainder are seafood exports
to Japan.

MR. WOLF answered that Japan is now Al aska's second |argest
seaf ood market .

REPRESENTATIVE WOOL returned attention to slide 3, and
guesti oned whet her emergi ng Asi an markets have been expl ored.

MR WOLF answered that WCAK has a program called New
Mar ket s/ New Cust oners which searches for new markets for Al aska.
For exanple, India has a billion people and its economc
devel opment is several years behind China, but it has the sane
needs. During a trade mssion there, there was heightened
interest in expanding trade wth the US., especially in
supplies of oil and gas to neet India's growh rate of 7-8
percent, and also in order to replace coal with LNG

12:49: 23 PM

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

Special Commttee on Econom c Devel opnent, Tourism and Arctic
Policy neeting was adjourned at 12:49 p.m
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