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<<GAVEL>> 
Let's call the meeting to order. 
Let the record reflect that it is 9:32am on Wednesday December 9, 2015. 

Welcome to the House Special Committee on Economic Development, 
Tourism, and Arctic Policy. 
Present are: 

• Representative Millett(??) 
• Representative Stutes (Absent) 
• Representative Johnson (Absent) 
• Representative Tilton (Present) 
• Representative Wool (telecom) (Guttenberg too) 
• Representative Ortiz (Present) 
• Our special guest, Representative Lynn Gattis (Present) 
• And myself, Chair Herron 

[Please turn off your cell phones] 
<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<< 

Today's meeting is anticipated to run from 9:30 to 11:30. We will hear four 
presentations on Alaska's Economic Outlook. 

Note that following this meeting, Commonwealth North will be holding 
their 9th Annual Legislator Meet & Greet program from 12:00 to 
1 :30pm at the Dena'ina Center. 

Please feel free to ask questions before, during or after each presentation - I 
want to maximize the dialogue between the legislators present and our 
presenters. 

• Ma1y Ann Pease, President, Commonwealth North: Overview of CWN 
activities. 
Cheryl Frasca, President-Elect, Commonwealth North: 
CWN's recent fiscal policy work (Presenting together) 

• Dr Scott Goldsmith, Professor Emeritus, UAA Institute of Social and 
Economic Research (ISER): "Unlocking the Potential of the Permanent 
Fund: A Game Plan for Meeting Alaska's Fiscal Challenge". 

• Neal Fried, Economist, Alaska Dept. of Labor: "Alaska's Current 
Economic Climate." 

• Martin Cary, Vice President and General Manager, Managed Broadband 
Services, GCI: "Securing Alaska's Fiscal Future and Arctic Opportunity" 
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Alaska's Economic Outlook 
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AGENDA 

• Mary Ann Pease, President, Commonwealth North: Overview of 
CWN activities; AND Cheryl Frasca, President-Elect, 
Commonwealth North: CWN's recent fiscal policy work 

• Dr Scott Goldsmith, Professor Emeritus, UAA Institute of Social 
and Economic Research (ISER): "Unlocking the Potential of the 
Permanent Fund: A Game Plan for Meeting Alaska's Fiscal 
Challenge" 

• Neal Fried, Economist, Alaska Dept. of Labor: "Alaska's Current 
Economic Climate" 

• Martin Cary, Vice President and General Manager, Managed 
Broadband Services, GCI: "Securing Alaska's Fiscal Future and 
Arctic Opportunity" 
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Commonwealth North 

► Commonwealth North is a public policy 
membership organization comprised of 
Alaskan leaders in business, education, 
health, and public service. Our mission is to 
address the critical issues affecting Alaska in 
an objective, non-partisan way, and to make 
recommendations to benefit Alaska's future. 

► Commonwealth North was co-founded in 
1979 by Governors Walter J. Hickel and 
William A. Egan. 

2 



Commonwealth North 

► Since 2009, Commonwealth North has completed 
eight major studies on Alaskan public policy 
issues including the strategic importance of the 
arctic in U.S. policy decisions, railbelt energy, 
rural and alternative energy, Alaska's oil tax 
structure, the State budget, and a roadmap for 
transportation and energy infrastructure 
development. 

► Our reports provide members, policy makers, 
legislators, and Alaskans the fundamental tools 
needed to affect changes that improve the quality 
of life for Alaskans ana the State's ability to 
effectively manage its resources. 
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Commonwealth North 
Action Coalition 

Executive Summary 

The hallmark of a healthy, sustainable community is the availability of reliable and affordable 
energy. Affordable energy remains unavailable in virtually all of rural Alaska and as a result 
Alaska's rural and indigenous communities are at severe risk. 

Recent studies have demonstrated that the poorest households in rural Alaska spent up to 47% of 
their income on energy in 2008, more than five times their Anchorage neighbor. Given the 
meteoric rise in the cost of oil since then, estimates of the burden today are significantly higher. 

The Commonwealth North Rural and Alterative Energy Study Group received presentations 
from regional organizations on energy plans in various stages of developments. Virtually all the 
plans included some version of renewable energy - generally still in the early concept design 
stage - and interconnection of communities to that generation source. All the plans appeared to 
be very high cost, upward of $500 million per region, and none would dramatically lower the 
cost of energy without massive government subsidies. 

The Renewable Energy Fund, established in 2008, is authorized to underwrite $250-300 million 
of energy projects, but with projects for small communities coming in at $4-5 million each, it is 
likely that per-community renewable solutions will cost $2 billion statewide, and will at best 
keep electricity prices stable into the future. Heat and transportation fuel substitutions will 
greatly increase this number. 

This study identifies barriers to electric energy development and offers solutions to overcome 
those obstacles. Ultimately, this study proposes that Alaska's energy challenge must be tackled 
in a holistic manner with the development and adoption by the Legislature ofan energy plan that 
systematically addresses these barriers and enables the implementation of solutions to overcome 
them. 

Energy 

ENERGY FORA 
SUSTAINABLE ALASKA 

THE RURAL CONUNDRLM 
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Energy for a Sustainable Alaska­
The Railbelt Predicament 

The Railbelt Predicament 
A Commonw,ahb Noni, Energy Study 
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Energy Actio n Coal it 
■ 

10n 

► Presentation by Oil and Gas experts, government officials on a bi­
monthly basis 

► All presentations are loaded onto the CWN website: 
http:/ /www.commonwealthnorth .org/ calendar/ index.cfm?fa=catalo 
g_class&classid= 1 70 

Home > Study and AciiOn Groups > Energy Action Coalition 

Energy Action Coalition 

Commonwealth North has created an Energy Action Coalit ion to address Alaska's crit ical energy 
needs. This group is chaired by l,\ary Ann Pease and Arden Page. 

Advocacy Coalitions provide continuity in support of recommendations from CWN studies. This program 
reaches the longer term goal of influencing public policy, in addition educating our membe~ and the 
public. 

This Action Coalition Identifies the critical components of Alaska·, energy needs and develops polfcy 
guidelines and recommendations that provide the baseline for Legislative testimon\' and CWN's advocacy 
position going forward. The intent of this groop is pro-active policy discussion with an action plan to 
develop Jnd communicate our direction and findings. 

t Contact Information: 

Aaron Wee.Idle <events@commonwealthnorth.org> 
Program Manager, Commomvealth North 
907-258-9522 

[oa~;;: __ _ 
~ Decemb er 11, 2015 
\,!,!;j 12:00 PM · 1:00 PM 

ANCHORAGE 
HOR Building 

---------- -·-- ---

ffi 
( 103 K6) 

01n3t15 Lorry Persily EAC 
De scription: On January 23rd, Z015, lany Persily gave a presentation to the Energy Action 
Coalition regarding the curreot stat01 of the Alaska LNG Project and the EIS and F£RC 
permin i01 process. Larry is the Federal Coordinator for Alask.- Natural Ga5 PfpeUne 
Projects, aod rt. formei- deputy commissioner a t the Alask~ ~rtment o f Revenue. 

ffl 02/06/15 EAC Great 6ei!.r Petroleum 
lt:, Desaiption: On F~ry 6th, 2015. Pat Galvfn gavlP a presenutfon to the Energy AC:tlon 

(8182 KB) Coalition about Great Bear Petroteun. 

ffi 
( 31 11 KB) 

ffi 
(6127 KB) 

OV12 • Energy for a Sus~inablc AJa~k.4 • The Rura l Conundrum 
Description: This 2012 report d.)rifies the current st.lte of production, fuet tramportation, 
Mid consumption of energy In rural Awka .and offers long•tem,, viable, c~t-effective 
solutions to those chattenses, 
02/lJ/t S Paul Decker 
Descrfptlon: On February 13th, 2015. Paul Decker, Actfns: Director of th~ Division of Oil 
and Ga.s g~ve a briefing to the EMrgy Action Coolltlon on oil and gas -'<'.tivlty in the Cook 
Inlet Basin. 

ffl 03/06/15 David Gillespfe ARCTEC 
le:I Description: On March 6th, 2015 David Gillespie. Chair of ARCTEC gave a ~tatlon to 

(176 KB) the Energy Action Coalition. 

ffi 
(569 KB) 

ffi 
(17 11 1<'8) 

ffi 
(3057 KB) 

03/06/15 Jim Trent ML&P 
Descrip tion: On March 6th, 2015, Jim TrPnt Geo£>ral Ma nager and COO of Municipal Light & 
Pow~ gave a pr~tation to the Energy Action Coalition. 

03/06/15 Joe Griffith MEA 
Oescriptlon: On J.'..'lrch 3rd, 2015, Joe Griffith, GenE'fal M;)n.3ger of the M,ltJnuska Electric 
Anoeiatfon. gav8 a t.i e fing to the Energy Action Coalition. 

03/10 • Energy for a Sustoinable Alask.4, U1e R4ilbelt Prcdi~ment 
Descripdon: Commoow~lth North commissioned this study to ev"lu.ate 'SOlutions "nd 
faciliUtte dialogue relevant to energy policy throughout Alaska and develop guidelines and 
recommendations for a secure energy future. Alaska h rich in natural energy sources and yet 
many Al.'\'Sok.ans strugjle to meet rising energy costs. Alasl(a ll€eCts a long range. diversified 
eoefi:Y plan. A s~tewlde pbn woutd allow for the- infrastructure development Alaska n%ds 
to move f0f\v3rd beyond the ecooomic drag .4S.SOCfated with continued vol.ttitlty of wortd. 
l\i'ltlon.al and local fuel prices, and offer sta bte OJ:l)Ortunities for cltiZ4?0S and business to 
invest i n the future. 

~ 03/13/1 S Tom Barrott (AC 
Le::J Description: On M..1rch 13th, 2015 the Eniergy Action Co..'l.lit ion hi?..,rd .,n upd.at@on the 

c12s 3 to: B) TrJns-Al.lsk.l Pipeline System from Atym.1 Pipeline President, Admiral Torn Barrett, USCG 
(ret.). He briefed us on the pipeline system, c~llenges of op8f-"ting with declining oil 
throughput from the North Slope, ~rod the upcorning proj~t season. 
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Commonwealth North 

COMMONWEALTH 
NORTH 

The State's Operating 
Budget: 

Critical Crossroads, Choices, 
and Opportunities 

A Commonwealth Nonh Study Rcpon 

Cheryl Frasca and Eric Wohl fonh 
Study Group Co-Chai(S 

February 2015 

Jim Egan and Aaron Weddle 
Staff 

► Our most recent report, The 
State's Operating Budget: 
Critical Crossroads, Choices, 
and Opportunities, has been 
widely distributed among 
policy makers and is shaping 
discussions about our state's 
fi seal future. 
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COMMONWEALTH 

NORTH 

Alaska's Operating Budget: Critical Crossroads, 
Choices, and Opportunities 

Commonwealth North 
Fiscal Policy Study Group Report 

Released February 201 5 

Cheryl Frasca & Eric Wohlfarth 
Co-Chairs 



CWN Fiscal Policy Work 

• "Long Term Economic Sustainability for the State of Alaska" 
(Feb 2013) 

• "Alaska's Oil Investment Tax Structure, Establishing a 
Competitive Alaska" (March 2011) 

• "At a Crossroad: The Permanent Fund, Alaskans, and Alaska's 
· Future" (Dec 2007) 

• "Permanent Fund Earnings: A Cornerstone for Fiscal 
Certainty" (May 1999) 

• "Alaska's Asset Portfolio: Managing for Maximum Return" 
(Dec 1998) 

• "Balancing Responsibilities: The Role of State Government" 
(June 1997) 
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Report's Bottom Line 
Recommendations 

#1. Scrutinize all spending 

#2. All revenue needs to be available to ensure 
priority services can be funded 

#3. Reform budget and other practices that 
inhibit achieving #1 and #2 

10 
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Worker and ,Employer Premiu_m,.C<,otribqtions 
for fa.o,Hy Coverage'/ · E~ori(HTI'{1Pl~ns (201:i) 
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Rigorous Review of Programs 

► Appropriate government responsibility? 

► If so, how effective is the program-what are 
its results? 

► What is the cost to deliver these results? 

► Is the State the only entity that can deliver the 
service? 
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Reform Budget Practices & Process 

► Increase time for budget work 
0 Governor submit budget by Nov 1 5 
0 Return to Constitution's 120-day session 

if necessary 

► Revenue Limit 
0 Establish limit on savings used in any one year 

► Create Joint Ways & Means Committee 

1 5 



Reform Budget Practices & Process 

► Implement contingency mechanism for mid­
year spending reductions when significant 
drop in revenue 

► Deposit all savings in statutory budget 
reserve 

► Establish BRAC-type process to re-size 
government 
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Engage Alaskans 

► Citizen panels provide input into Governor's 
proposed budget 

► Management review of state programs by 
citizen team 

► Statewide dialogue through which citizens 
better understand state fiscal issues and 
constructively comment on solutions 
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Commonwealth North 
CWN Presents: Legislative Agenda 2016 

Today, Noon - 1 :30pm at the Dena'ina Center 
Our 9th Annual "Legislator Meet & Greet" 

► Keynotes by the Senate President & House Speaker about their 
201 6 legislative agenda followed by table conversations with 
Alaska Legislators and CWN members. 

► This program is a unique opportunity to discuss key issues with 
well-:-informed, thoughtful Alaskans before the 2016 legislative 
session. 

► Last year, more than a third of the Legislature participated. 

Join us! Registration is available at the door. 
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Alaska--Boom, Bust and Moderat
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Slower Growth In AK 
I 
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Unemployment Rates, Alaska and U.S. 
January 2005 to October 2015 
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Alaska's GDP Numbers Interesting 
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US States Renamed for Countries with Similar GDPs, 2014 
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Alaska's Personal Income Kept Growing 
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Alaska's Timber Industry-Still 
Looking For Growth 
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Mining Employment Remains 1 

Unchanged 
Annual mining emplo~ent 
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Nice Growth In Fishing 

Fish harvesting and processing employment in the great state of AK . 
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Oil Industry Employment In Alaska Are At! Lofty 
Levels 
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Prudhoe Bay Employment Counts Have B1een At 
All Time Highs 
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But, Oil Industry Employment Has Begun !Falling 
Nationally : 

U.S. oil industrv emolovment. {thousands 
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Oil and Gas Employment Has Been Fa.lling 
In Most States 

Oil and Gas Employment: Percent Change, Peak Employment to Octobert 2015 
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Alaska's Visitor Industry Fully 
Recovered 
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Federal Employment Losses In AK Appears To Be 
Easing 
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State Government Job Losses Growing-2015 
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A Decade Of Growth In Alaska 

Percentage emplo}'llent grov.th by industry, 2005 to 2015" 
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Show Me The Money-It Does Matter Where You 
Work In AK 
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Part of the Exclusive Club 
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Adjusted for l·nfiation, Median Wage is Down 
ALASKA YEAR-ROUN D WORKERS, 1989 TO 2014 
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The 1980's and Now 
Similarities 

• Oil prices fall 
0 Oil revenues fall 

• Economy remains very 
dependent on oil 

Differences-Good 
• Not preceded by economic 

and population boom 

• Different Demographics 

• Problem is not a surprise 

• Have savings this time 

• Have more control this time 

• More economic diversity, a 
larger service sector, Native 
Corps. 

• Much lower interest rates 

• Tax Reform Act of 1986? 

Differences-Bad 
• Much less oil production 

Still not sure if betteri worse or just different? Too early to tell't 



Our Wealth Tied To Oil Greater Than 
Probably Anywhere Else 

Oil And Gas As A Percent of GDP 
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The 1980's and Now 
Simiiarities 

• Oil prices fall 

e Oil revenues fall 

• Economy remains very 
dependent on oil 

Differences-Good 
• Not preceded by economic 

and population boom 

• Different Demographics 

• Problem is not a surprise 
• Have savings this time 

• Have more control this time 

• More economic diversity, a 
larger service sector, Native 
Corps. 

• Much lower interest rates 
• Tax Reform Act of 1986? 

Differences-Bad 
• Much less oil production 

Still not sure if better, worse or just different? Too) early to tell~ 



Housing Bubble? 
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The 1980's and Now 
Similarities 

e Oil prices fall 

• Oil revenues fall 

c Economy remains very 
dependent on oil 

Differences-Good 
0 Not preceded by economic 

and population boom . 
• Different Demographics 

• Problem is not a surprise 
• Have savings this time 

• Have more control this time 

• More economic diversity, a 
larger service sector, Native 
Corps. 

• . Much lower interest rates 

• Tax Reform Act of 1986? 

Differences-Bad 
• Much less oil production 

Still not sure if better~ worse or just different? Too early to tett~ 
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Alaska's Oil Production And 
Population 1978 - 2017 
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Alaska's Population Gains Grew With 
National Recession--But Now Slowing 

Alaska's total 2014 population count was 735,601 

Total annual population gains and losses for Alaska 
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Alaska's Migration Tells A Different 
Story 

Annual net migration, Alaska 
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Alaska Churn--The Number Of Folks Moving 
In And Moving Out Of AK Each Year • 
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We Remain Solidly AKers When It 
Comes To Our Pickups 

Number of registered pickups in Alaska 
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State of Alaska Legislature 
House Economic Development, Tourism and Arctic Policy Hearing 

December 9, 2015 (Wednesday) 
9:30 AM 

Testimony 

by 

Martin Cary, Vice President and General Manager, Managed Broadband Services 
General Communication, Inc. (GCI) 

Securing Alaska's Fiscal Future and Arctic Opportunity 

Good afternoon, Representative Herron and other members of the committee. 

My name is Martin Cary. I am the Vice President and General Manager of Managed Broadband 
Services for General Communication, Inc. (GCI). Previously, I worked for the North Slope 
Borough School District for 9 years, before becoming a small business owner in Barrow and 
Anchorage. My comments come from my perspective of over 30 years' experience working to 
provide opportunity to those living and working in rural Alaska. 

Thank you for the opportunity to testify and discuss the most significant issue for the state's 
future - and one that we all face - Alaska's pressing fiscal challenge. I know each of you is in 
the midst of many important decisions, making tough choices about how best to create a 
sustainable budget for Alaska. 

GCI is committed to Alaska, and our interests in responsibly addressing this issue, and ensuring 
shared opportunity to flourish and grow, are totally aligned. Alaska's future is GCI's future. 

GCI has made an unparalleled commitment among service providers to the state, with the 
understanding that robust communications services are critical for full participation in the 
modern economy and helps bind individuals together socially and culturally. We have invested 
well over $2 billion in capital in Alaska since I 979. And since 2008, GCI has invested over 
$800 million in modern communications infrastructure in rural Alaska alone, serving over 200 
locations in rural Alaska. 

Along the way, we've become the leading Arctic telecommunications provider in the country, 
serving over 110 locations in the U.S. Arctic. Our services provide tangible benefits, increasing 
opportunity and providing jobs to Alaskans throughout the state. 

We continually build, expand, and innovate. Based on my prior experience in rural Alaska, 
living and working for many years in Barrow, I have been the primary advocate within GCI to 
bring better connectivity to rural Alaska. GCI has worked to connect school districts, health 



corporations, businesses and the people of Alaska to the outside world through 
telecommunications. 

For example, GCI works directly with the school districts as they continue to use distance 
education. One of the nation's leaders in this area is right here in Alaska, Mr. Dan Walker, 
Superintendent of the Lower Kuskokwim School District. 

Another area that has experienced significant innovation is rural health care. We continue to see 
advancements that are beneficial to patients. Medivac expenses have decreased, patient 
evaluations without travel have increased, and record storage and electronic patient records are 
being constantly upgraded. 

All these, plus a host of other initiatives undertaken by rural school districts and health 
corporations, have led to lowering costs and allowing them to use their limited resources in other 
critically needed areas. 

With all of this potential for advancement through technology, now is the time for us to analyze 
our resources with a critical eye, searching for ways to put us back on a sustainable path. Arctic 
development is an important component of the future economy of Alaska. 

As the only Arctic state in our country, we are uniquely positioned. To best serve Alaskans, we 
must invest in critical Arctic infrastructure necessary to support the long-term needs of all 
residents and businesses of Alaska's arctic communities. 

GCI's commitment to Alaska has never been stronger. And that's the very reason why we are 
incredibly focused on the state's path to fiscal security. We plan to spend $70 million expanding 
our TERRA network in Northwest Alaska over the next two years. I can't in good faith continue 
to advocate for these investments if the State does not have a stable fiscal plan. 

As you're all well aware, Alaska is facing a more than $3 billion yearly budget deficit. We are 
currently outspending revenues at a rate of $250 million per month. With no reasonable 
expectation for a miracle revenue infusion, the Constitutional Budget Reserve will be depleted in 
less than three years. At that point, we will have exhausted that valuable resource and on a quick 
path to fund directly from the Permanent Fund or shut cloy.in the government. 

There's no debate that Alaska's economic health is in decline and there is no magic cure for the 
problem. As we look ahead, we must enable and promote the new economic and research 
opportunities presented by the changing Arctic. As Alaskans, we must identify how we can 
ensure an environment for growth, jobs, and investment. 

There is some good news, though. While there's clear and present risk of adversity, there's also 
opportunity for our state's leaders to chart a stable path forward. We should use this moment to 
implement responsible solutions to address our budget challenges and build a solid financial 
foundation for the future, including a reconsideration of how we use Permanent Fund earnings. 
This is a necessary component of any solution that will deliver economic security for all 
Alaskans. 



Make no mistake; the status quo will put many rural villages and communities at risk of 
disappearing, and adoption of proposals that would more readily eliminate key anchor 
institutions in rural communities make it worse. 

A stable, sustainable budget is key to economic growth in the Arctic region of Alaska and the 
State as a whole. Knowing that we have communities that will survive into the future is critical 
for GCI to continue its incomparable record of investment in sustainable infrastructure 
throughout Alaska. 

We appreciate the work ahead of you to develop and implement a responsible, commonsense 
solution to address these significant fiscal challenges. It's undoubtedly hard work, but it's 
deeply critical that it happens, and that it happen soon. 

We look forward to working with you to securing Alaska's long-term sustainable fiscal future. 

I would be happy to answer any questions you may have. 
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in Economics from the University of Wisconsin, Madison after serving for 2 years in the Peace 

Corps in Borneo. He is married and has two grown daughters who live in Alaska. 
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His primary duty is to produce economic data and analysis on a variety of economic issues facing 
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A primary author of articles appearing in the monthly magazine Alaska Economic Trends, published 
by the Alaska Department of Labor. This publication is distributed to over 5,000 subscribers. His 
articles cover a wide variety of the State's economic issues. Some of the topics on which he has 
performed economic analysis and written articles include: annual economic forecasts, the cost of 
living, beer and coffee, construction, income and wage trends, the military, the health care industry, 
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Martin was Senior Partner of Astrolabe Systems, Inc., a technology­
management consulting firm acquired by GCI in 1995, where he developed 
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