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Representati ve Neal Foster, Co-Chair
Represent ati ve Benj am n Nageak
Representative Loui se Stutes
Representative Matt C aman
Representative Dan Otiz
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Representati ve Shel |l ey Hughes, Co-Chair
Representative Charisse MIlett

COW TTEE CALENDAR

OPEN DI SCUSSI ON W TH PRI NCE RUPERT MAYOR~ LEE BRAIN

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REQ STER

LEE BRAIN, Mayor

Prince Rupert, British Colunbia

Canada

POSI TI ON  STATEMENT: Testified during an open discussion of
proposed projects in Prince Rupert.

M KE NEUSSL, Deputy Conmi ssioner

Departnent of Transportation & Public Facilities (DOT&PF)
Juneau, Al aska

POSI TI ON  STATEMENT: Testified during an open discussion of
projects in Prince Rupert.

ACTI ON NARRATI VE

1: 09: 49 PM

CO- CHAIR NEAL FOSTER called the House Transportation Standing
Commttee neeting to order at 1:09 p.m Representatives C anman,

HOUSE TRA COW TTEE -1- March 17, 2015



Nageak, Stutes and Foster were present at the call to order.
Representative Otiz arrived as the neeting was in progress.

Open Discussion with Prince Rupert Mayor, Lee Brain

1:10: 13 PM

CO CHAI R FOSTER announced that the only order of business would
be an Open Discussion with the Prince Rupert Mayor, Lee Brain.

1:11: 34 PM

LEE BRAIN, Mayor, Prince Rupert, British Colunbia, stated he is
the new nmayor of Prince Rupert. He said the purpose today is to
di scuss the Al aska Marine H ghway System (AVHS) and to present
an opportunity that my help with the fiscal situation in
Al aska. Prince Rupert was one of the founding fathers of the
marine highway systemin 1958, at a time when the intention was
to have British Colunbia (BC) ferries run to Prince Rupert and
Al aska ferries run to Prince Rupert, creating a
Canadi an/ Areri can "gat eway" system

1:13: 50 PM

MAYOR BRAIN explained that British Colunmbia lost its pulp mll

just as Ketchikan lost its mll, and British Colunbia's fishing
i ndustry has also declined so Prince Rupert is no stranger to
hard tines. He has joined and is part of the legacy of the

Al aska and Prince Rupert collaboration. He asked to report sone
happenings in Prince Rupert, such that it has approved a $250
mllion continuing facility expansion for Prince Rupert, which
currently is the fastest growng port in all of North America.
He highlighted that Prince Rupert is working on $60-100 billion
in liquefied natural gas facility proposals. Thus Prince Rupert
is poised for an econom c boom which makes it a very exciting
time to be in Prince Rupert, especially since not nuch
devel opnent has happened in the area in the past twenty years.

MAYOR BRAIN said that Prince Rupert believes an opportunity

exists for Alaska due to three mmjor Iliquefied natural gas
proponents: ExxonMobil Corporation, Wodside, an Australian
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liquefied natural gas conpany, and Nexen Energy, a subsidiary of
CNOOC, China's oil conpany proposed project.

MAYOR BRAIN briefly pointed out the geography just east of
Prince Rupert to the First Nations reserve of Lax-Kw al aans/
Port Sinpson and Metlakatla, a First Nation conmunity that lies
just across the harbor from Prince Rupert. Prince Rupert has an
airport and a BC ferry system but each of these three
comunities have separate ferries to serve them However,
Prince Rupert has been working on the Tsinshian Access Project
for the past twenty years, a project that wll create a road
network to connect the entire |oop, which would allow people to
drive to the airport and connect the First Nation comrunities to
the Prince Rupert mainland to open up access.

MAYCOR BRAIN said that due to the potential |iquefied natural gas
project that Exxon, Wodside, and Nexen propose, it now seens
feasible to create the road system to connect the comunities.
These mgjor oil and gas conpanies have initiated a major LNG

"GO'" planning central logistical coordination in the Prince
Rupert area to get ready for growh. He anticipated that the
potential investnment by Exxon, Wodside, and Nexen wll be

significant.

MAYOR BRAIN recalled that years ago, Alaska once considered
nmoving the Alaska Marine H ghway System (AVHS) from Prince
Rupert to Port Sinpson. He explained that Ketchikan to Port
Si npson would be about a three-hour ferry route, whereas the
current AVHS route is a six-hour run, since it is necessary to
go to Prince Rupert. By June 2015, a decision will be made on
one of the liquefied natural gas facilities and if that happens
this road network could be built within the next year or two.

1:16: 12 PM

MAYOR BRAIN said that this leads himto extend an invitation to
consider noving the Alaska ferry termnal from Prince Rupert to
Port Si npson/ Lax- Kw al aans. He said that doing so could
increase trade, commerce, tourism and create new econonc
opportunities for Al aska and Canada. For exanple, Prince Rupert
could send its ferry to Ketchikan to be refitted in the new
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shi pyar d. Further, shaving ferry route times will also reduce
costs. He anticipated it is possible to have a plan avail able
for the legislature's review in Muy.

1:17: 14 PM

MAYOR BRAIN reported that Prince Rupert does not necessarily
agree with [Canada's] federal governnent's decision with respect
to the "Buy Anerica" provisions. Finally, he directed attention
to the Prince Rupert delegates from various organizations who
also wsh to advocate for a potential opportunity that may
materialize between Prince Rupert and Al aska.

1:18: 30 PM

REPRESENTATI VE CLAMAN asked for «clarification on the "Buy
Anerica" issue. He recalled the issue was related to steel and
port construction issues.

MAYOR BRAIN offered his belief that a "little bit of politica
posturing"” has been happening, but once the October election in
Canada is held, the current project to renovate the Al aska
marine highway termnal in Prince Rupert [will nove forward].

1:19: 39 PM
REPRESENTATI VE CLAMAN i nterjected by asking for nore detail
1:19:43 PM

MAYOR BRAIN related his understanding that Al aska wanted to use
the "Buy Anmerican"” provision in its contract with Prince Rupert
for the marine termnal renovation. However, that meant using
American steel and contracting to build the facility since
Al aska is funding the project, he said, but when Canada received
the notice, the federal governnment objected to using the "Buy
Ameri can" provision since it would like to use local contractors

and materials in projects in Canada. The dispute, which he
believed related to an Anerica-wide policy that requires use to
Anmerican steel, goods, and services. Agai n, since the project
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is on Canadian soil and on [Canadian] federally-regulated |and,
t he Canadi an federal government didn't agree to the provision.

1: 20: 55 PM

REPRESENTATI VE CLAMAN recapped his understanding, that Al aska is
trying to wupgrade its port, that U S. federal funds are
i nvol ved, which requires U S. Anmerican made naterials and | abor,
but the Canadi an governnment at a local or federal |evel did not
agree to use foreign labor and materials on a port on Canadi an
soil .

MAYOR BRAIN clarified that it is a Canadian federal decision
since Prince Rupert doesn't have any jurisdiction over the
process. He said Prince Rupert is actually caught in the mddle
of this dispute, which is one reason why Prince Rupert canme to

Juneau to advocate at a local |Ievel. First, Prince Rupert
values its relationship with Al aska and does not believe it is
critical that the "Buy Anerica" provision is used. | nst ead,

Prince Rupert seeks a flourishing |ocal econony and an enhanced,
nore efficient relationship with the governnent in Alaska, in
Ket chi kan, and Sout heast Al aska.

MAYOR BRAIN said that Prince Rupert would like to outline a
potential solution to the problem Prince Rupert believes that
if its road network can be constructed within the sane tinefrane
as Alaska renovating its marine termnal that relocating the
facility could create even greater access for Al aska. He
characterized British Colunbia as being Canada's gateway to
Alaska. He didn't view it as being travel between Prince Rupert
and Ketchikan as it is about inproving access between Canada and

Al aska. In fact, Prince Rupert wants to be the "on the ground
| ogi stical coordinators”" on Al aska's behalf. He reiterated that
Prince Rupert believes it can have a plan that wll be ready by

May to present to Alaska for its consideration.
1:22:56 PM
MAYOR BRAIN said that if there is ever a chance to change the

paradigm of how Alaska and Canada coexist, [it 1is now.
Utimately, Prince Rupert believes that the proposal wll save
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time and noney and open up new trade and comrerce opportunities
on the ground, regardless of what the [Canadian] federal
governnment is considering. After the [Canadian] federa
elections are held in October, there will likely be a change in
| eadershi p. Thus Prince Rupert hopes to help find solutions.

MAYOR BRAIN reported that currently thousands of travelers
travel between Prince Rupert and Al aska every year, which
i ncreases the econom es of both areas. However, beginning in
July there could potentially be only one {AVHS] weekly sailing,
whi ch woul d severely inpact Prince Rupert's econony at a tine
when the community is working to grow and expand. He offered
his belief that Al aska has an opportunity to capitalize on that
grow h and expansion, as well as for trade opportunities due to
the strategic location in the Asia Pacific R m noting that
Prince Rupert represents a three-day shorter trip to Asia.
G ven the potential port authority project in Prince Rupert, it
could result in a nore robust regi onal econony.

1: 24: 21 PM

REPRESENTATI VE CLAMAN said it sounds like he can't predict what
t he [ Canadi an] federal government will or won't do with respect
to the US federal "Buy American" requirenent.

MAYOR BRAI N answered that is correct.
1: 24: 38 PM

CO CHAI R FOSTER understood a plan will ready for a presentation
in May 2015. He asked whether it is possible to obtain a one-
page sunmary, a white paper, next week. He further asked if he
has any figures for the nunber of travelers going from Prince
Rupert to Al aska. Finally, he asked Mayor Brain to introduce
hi s del egation to nenbers.

1:25: 34 PM

MAYOR BRAIN introduced his delegation: John Farrell, the
outgoing president of the Prince Rupert Chanber of Conmerce,;
Scott Farwell, president of Tourism for Prince Rupert; Rosa
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MIller, the inconmng president of the Prince Rupert Chanber of
Comrerce; Herb Pond, Prince Rupert Chanber of Commerce and the
previ ous mayor of Prince Rupert; and Maynard Angus, representing
the Prince Rupert Port Authority.

1:26: 22 PM

MAYOR BRAIN stated that the Port Sinpson plan was previously
proposed by Al aska so the docunents are available. |In addition,
the Tsinmshian Access Project is part of a 20-year plan in
process so all of the engineering and design for the project has
been conpl eted, which he could share. Although the planning has
been ongoing for many years, the timng seens right for Prince
Rupert right now.

MAYOR BRAIN answered that 15,000 travelers use the ferry from
Prince Rupert to Alaska, which could significantly grow wth
faster access and a nuch nore efficient route. Further, many
Canadi ans don't know that travel is possible to Alaska via
Prince Rupert, which could change wth marketing and branding
Prince Rupert as Canada's gateway to Al aska.

1:27: 33 PM

MAYOR BRAIN reviewed a small nmap distributed to nenbers entitled

"Prince Rupert.” He pointed out Prince Rupert Harbor where
Exxon Mobil's proposed project and facility will be built. | f
this occurs it will be the largest industrial project in North
Anerica, estimated to cost $50 billion. The project would

consist of a bridge, the beginning of the Tsinshian Access
Project, with a new road constructed through the Prince Rupert
Har bor . He pointed out Port Sinpson on the second map, which
illustrated the road to Port Sinpson would be a 15 minute drive.
Currently there a road exists, but it requires a five-mnute

ferry ride. 1In fact, Alaska is visible from Port Sinpson, which
is directly across from Ketchikan. He characterized the I|ink
bet ween Port Sinpson and Ketchikan as being a quick back-and-
forth trip. He directed attention to the small map and
hi ghlighted the proposed Tsinshian Access Project. Under the

pl an, the road would go to Port Sinpson and connect by bridge to
the airport on Digby Island. The bridge design is finished and
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woul d need a snall deviation to include ExxonMbil Corporation's
proposed port project. Wth respect to the |ogistical redesign,
the good news for Prince Rupert is the potential investnent of
hundreds of mllions in funding by six different conpanies who
all need this access, in particular, the three aforenentioned

[oi]l and gas/liquefied natural gas] conpanies. These conpani es
are discussing a potential investnent of $100-$200 nmillion each
into the Prince Rupert area. Further, Prince Rupert wll be

presenting this plan to the province and to the federal
gover nment [ Canada].

1: 30: 12 PM

MAYOR BRAIN characterized the economc clinmate as accel erati ng,
with a substantial focus on Prince Rupert. He enphasi zed that
Prince Rupert wants to add Al aska as pronoters, too, since [Port
Sinpson] has the potential to save Al askans noney and tine.
This potential solution could work for Al aska, Canada, and

Prince Rupert. He said, "The stars are kind of aligning so to
speak at the nonent for this to occur.” He reiterated that
Prince Rupert's intention is to present an opportunity -
al though nothing is set in stone at the nonment - and he wll
prepare docunents for the proposal to be considered. In the
meantime, he hoped that Prince Rupert and Al aska could operate
in "business as usual." Certainly, Al aska nmust proceed with its

budget, but he hoped the Al aska Mirine H ghway System wll
continue with its regular schedule to allow Prince Rupert tine
to finalize its plans.

1: 31: 39 PM

MAYOR BRAIN recommended formng a small committee to continue

this conversation and regularly hold dialogue. He suggested
that this proposal could take [Prince Rupert and Al aska] to a
new |evel regionally. He enphasized that Prince Rupert has
always viewed Alaska as a partner, having had a great
rel ati onship since 1958. He acknow edged that he is a young
nmayor, but he is very interested in continuing this

rel ati onship.

1: 32: 19 PM
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CO-CHAIR FOSTER asked for further clarification on who would
serve on the small comittee.

MAYOR BRAIN offered to have the House Transportation Standing
Commi ttee parti ci pate. Currently, Prince Rupert has
comm ssioned KPMG to provide a logistical design and report.
Once finished, he envisioned the commttee will be able to
identify time and cost savings, new facility costs, and |easing
of the existing facility. He predicted that all of these
details could be worked out in a short order and the entire plan
could be solidified in anticipation of investnent decisions that
will occur in June 2015. The plan is called a "GO' plan since
Prince Rupert hopes to hit the "GO button on July 1, 2015. At
that point all of the oil and gas conpanies, the province, the
[ Canadi an] federal governnent, and Alaska could consider one
central project, including engineering. Wile this is an
audacious plan with a large scope, the types of investnent
comng to the Prince Rupert area could nake it possible and that
time i s now

1: 34: 09 PM

CO-CHAIR FOSTER wondered if the proposed working group
menbership would consist of a conbination of I|egislators and
DOT&PF staff, but that can be further discussed.

1: 34: 24 PM

REPRESENTATI VE ORTI Z apol ogi zed for his late arrival, noting he
was attending a Southeast Conference neeting. He said the
proposed Prince Rupert plan sounds interesting. He asked
whet her Mayor Brain could sunmarize tine savings if the AWVHS
marine facility were to nove to Port Sinpson.

MAYOR BRAIN answered that it would be save approximately 3.5
hours in tine and it will consist of a three-hour sailing to
Ket chi kan. Currently his delegation couldn't take ferry from
Prince Rupert to Juneau without a one week delay due to the
schedul e. Thus, the delegation chartered a seaplane. Oherw se
the delegation would need to fly to Vancouver with a stop in
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Seattle before arriving in Juneau. However, if the vessel
sailing was a three hour run, travelers could technically |eave
on a Friday nmorning and return on Sunday night. O course,
nunerous factors nust be considered wth this proposal

i ncluding existing union contracts for the Al aska Marine H ghway
Syst em Still, wth a potential three-hour sailing, the
benefits can be enormous for both areas. Further, this could
foster inproved comrerce and econonic trade since the drive from
Port Sinpson to Prince Rupert would be a short 15-mnute drive.
Even though this wuld Iimt his tax base, it would
significantly inprove the regional transportation |ink, he said.

1: 36: 37 PM

REPRESENTATI VE ORTI Z asked whether the community supports this
since it may have a negative inmpact on Prince Rupert, although
he noted the road wll <create the basic infrastructure for
Prince Rupert.

MAYOR BRAI N answered yes. He characterized the [proposed Port
Sinmpson facility] as highly anticipated and welconme by all the
st akehol ders, particularly First Nations, who absolutely support
road access to the mainland. Further, Prince Rupert wants road
access to its airport. He concluded that a lot of pieces could
be solved by this project. Further, it could set up Prince
Rupert and Al aska for another 50 years of a great relationship.

REPRESENTATIVE ORTIZ said that growing up in Ketchikan he
frequently traveled through Prince Rupert and his famly has
al ways valued the relationship between Ketchikan and Prince
Rupert.

1: 38: 20 PM

CO CHAI R FOSTER asked whether there would be a tine savings from
Prince Rupert to Seattle if the port was noved.

MAYOR BRAIN answered that the sailing from Port Sinpson to
Bel | i ngham woul d be the sane route.

1: 39: 47 PM
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M KE NEUSSL, Deputy Conmm ssioner, Departnent of Transportation &
Public Facilities (DOT&PF), stated that the Alaska Marine
H ghway System (AVHS) currently has a 50-year long-term |ease
with the existing ferry termnal building in the town of Prince
Rupert. He indicated that the DOT&PF would need to review it in
terms of a nove to Port Sinpson.

MR. NEUSSL reviewed the issue of the "Buy Anmerica Steel Act.”
He related his understanding that the DOI&PF put a project out
to replace the wooden ferry termnal structure - the narine
structure not the building - in Prince Rupert that was being
funded by Federal H ghway Adm nistration (FHWA) as a cost-share
with the state. As part of the federal funding, it required
"Buy America Steel Act" to be included in the contract, which is
what the Canadi an federal governnent objected to; however, that
act requires that all the steel be purchased and processed

within the U S For exanple, for things such as gal vani zing,
bendi ng, welding, and drilling, but it does not require US.
labor to install it in Canada. In fact, of the bids received

but not opened, three of the four were from Canadi an conpanies
and the fourth was from a US. conpany wth a Canadian
affiliate. Essentially the Canadian affiliate would have
handl ed the project. However, the bids were not opened and the
bid was canceled when the Canadian federal gover nient
i npl enented the Federal Extraterritorial Measures Act, which
prohi bited conpliance with the "Buy Anmerica" act. He said this
tenporarily halted the project and it is still a pending issue.

1:41: 50 PM

MR. NEUSSL, in terns of Port Sinpson instead of [Prince Rupert]
to Ketchi kan, agreed it would shorten the running tinme; however,
he was not certain of the mleage, but it would elimnate going
around Digby Island. He clarified that the AMHS does not
currently run directly between Prince Rupert and Bellingham He
explained that the runs are from Ketchikan to Bellingham and
from Prince Rupert to Ketchikan.

1: 42: 22 PM
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MAYCOR BRAI N apol ogi zed that he wasn't fully aware of the details
of the "Buy America" provision. He asked to |leave the conmttee

with a final nessage. In his experience, when the British
Colunbia (BC) ferries cut sailings md-schedule, it inpacted the
entire tourism econony, in particular, for those who had
prearranged schedules, as well as adversely affecting its

reput ati on. He cautioned nenbers to consider the inpact on the
system For exanple, if the sailings for July 1 are cut, it may
result in unintended conseguences.

MAYOR BRAIN rel ated his understanding that sone Al askans nay not
see the full benefits of this connection, but he characterized
this proposal as a mmjor economc generator for Alaska and
Canada. He encouraged nenbers to travel on the route to see the
vital link that connects two economies. At the local level, it
is inmportant not only to Ketchikan and Prince Rupert, but also
to British Colunbia, Canada, and Al aska. Currently the American
dollar is very strong so it is very good tinme to travel to
Canada. He encouraged the [Alaska Mrine H ghway Systen} to
continue on as normal while Prince Rupert accelerates its
proposal process. He viewed the proposed [Port Sinpson] project
and the econom c acceleration in Prince Rupert as providing an
opportunity. He said if the "stars align" Prince Rupert hopes
that there can be a collaborative effort to nove forward. In
closing, he said that Prince Rupert adamantly cares about
Al aska, and he hopes that Al aska feels the sane.

1:45: 42 PM

CO CHAIR FOSTER | ooked forward to receiving nore information
fromPrince Rupert for the commttee.

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

Transportation Standing Committee neeting was adjourned at 1:45
p. m
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