ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON COMMERCE
Minutes of Meeting
Wednesday, March 13, 2013

House Hearing Room 5 -- 10:00 am.

Chairman Forese called the meeting to order at 10:02 am. and attendance was noted by the
secretary.

Member s Present
Mr. Kwasman Ms. Miranda Mr. Shope, Vice-Chairman
Ms. Mach Mr. Montenegro Mr. Forese, Chairman
Ms. McCune Davis Mr. Petersen

Members Absent

Mr. Mesnard (excused)

Committee Action

SB1301 — DP (8-0-0-1) SB1384 — DP (8-0-0-1)
SB1342 —HELD

PRESENTATIONS

Glenn Hamer, Arizona Chamber of Commerce and Industry, informed the Members that the
aerospace and defense sector is a core industry in Arizona and one of the biggest manufacturing
components in the state, representing about 21 percent of all manufacturing jobs. He added that
these jobs pay an average salary of $85,000 (Attachment 1) and urged the Members to consider
how to retain these jobs in Arizona because they are jobs that can easily go elsewhere.

Mr. Hamer then gave a brief overview of unmanned aircraft systems which will bring federal
dollarsinto Arizona in the form of multi-billion dollar defense contracts and the associated jobs;
he stressed the importance of the Legislature's jobs bills. He discussed the impact of
sequestration on Arizonas defense industry and stated that Arizona is the tenth most vulnerable
state in the Union to the effects.

Mr. Hamer concluded by explaining that Arizona's Congressional delegation supports the
aerospace and defense industries.

Steven Zylstra, Arizona Technology Council, explained that the aerospace and defense industry
is one of the most important sectors of Arizona's economy; it goes back many decades, was the
beginning of the state's technology focus and many companies have grown out of it. Itisa
"base" industry in that it does research and development which leads to innovative new products
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and to technologies which lead to exports and generate new wealth and high-paying jobs.

Mr. Zylstra cited the following statistics about research, which is critical to the industry:
« University of Arizona—over $600 million
o Arizona State University — $380 million
« technology industry investment (mostly in aerospace and defense) — $5.2 billion

Mr. Zylstra added that about 20 percent of Arizonas exports come from the aerospace industry
and there are over 2,000 companies in the supply chain of the industry.

Samantha Omey, Honeywell, informed the Members that Honeywell, a $37.7 billion company, is
one of Arizonas largest employers (Attachment 2). Honeywell employs over 10,000 Arizonans
at twelve separate locations across the state. Honeywell has 3,000 engineers in Arizona and
much of its research and development is conducted here.

Ms. Omey described the many products manufactured by the Honeywell venues in Arizona,
especially the technology on board all aircraft. She explained that the company is dedicated to
safety, security, clean energy and driving new technologies. Honeywell employees are actively
engaged in improving the communities in which they live and work.

Mike Madsen, Honeywell, described the defense and space sector of Honeywell, a $5.1 billion
global business. He explained that Honeywell is actively engaged in growing the businessiin:

« ar transport and regional

« business and general aviation

« defense and space

Mr. Madsen explained that everything done at Honeywell is associated with safety, efficiency,
and productivity. He described Honeywell's expansive portfolio (Attachment 2, page 9) and its
customer base (Attachment 2, page 10).

Mr. Madsen briefly described the effects of sequestration: Honeywell is planning for cuts that
represent about 80 percent of the impact.

Mark Gaspers, Boeing, explained that Boeing's presentation today will focus on international
sales.

David Almond, Boeing, stated that Boeing is a cornerstone of the aerospace and defense industry
herein Arizona and is a global leader in rotorcraft technologies and unmanned airborne systems.
Boeing employs 5,000 people at locations across Arizona, with the largest concentration in
Mesa. The facility there designs, develops and produces the Apache Combat Helicopter which is
distributed internationally.

Larry Ostendorf, Pacific Scientific Energetic Materials Company, described his company in
Chandler which employs 250 employees, 75 of whom are engineers, and had $180 million in
saleslast year. The focus of the company is 80 percent on defense and aerospace and 20 percent
on oil and natural gas and law enforcement protection. He described the many products that his
company manufactures and explained that Arizona's low humidity is conducive to his company's
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work in explosives research. He said that all of the company's products are "green" and do not
put heavy metalsinto the ground.

Mr. Ostendorf stated that his employees are active in the local community. He explained that he
does not yet know the full impact but that he anticipates delays in orders due to the effects of
sequestration.

Chairman Forese stressed that aerospace and defense in Arizonais alegacy issue which has been
supported through the years in a non-partisan manner.

CONSIDERATION OF BILLS

SB1342 - apprentice embalmers; removal - HELD

Chairman Forese announced that SB1342 will be held.

SB1384 - taxis; prearranged ground transportation service - DO PASS

Stephanie Johnson, Assistant Majority Research Analyst, explained that SB1384 modifies the
definition of taxi to include prearranged ground transportation service for a predetermined fare
and provides subsequent changes regarding this service (Attachment 3).

Vice-Chairman Shope moved that SB1384 do pass.

John MacDonald, Total Transit, explained his support for SB1384 which he helped to develop
with the Department of Weights and Measures. This legidation will ensure that statute catches
up with current practice. He explained that regulation of taxi metersis done at the state level and
is consistent from city to city. He added that prearranged, contracted fares do not use the meters
and SB1384 will incorporate that into statute. He stressed that there will be no changes to
metered use.

Vice-Chairman Shope announced the names of those who signed up in support of SB1384 but
did not speak:
Shawn Marquez, Director of Compliance Programs, Department of Weights and Measures

Question was called on the motion that SB1384 do pass. The motion carried
by aroll call vote of 8-0-0-1 (Attachment 4).

SB1301 - liguor licenses fund:; technical correction(now: wineries, microbreweries;
licenses) - DO PASS

Vice-Chairman Shope moved that SB1301 do pass.

Dillon Diffie, Majority Intern, explained that SB1301 alows the Director of the Arizona
Department of Liquor Licenses and Control to issue a domestic microbrewery license on the
same parcel of land as a domestic farm winery (Attachment 5).

Senator Don Shooter, sponsor, explained that SB1301 will correct licensing issues.
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Mark Barnes, Hops and Vines, explained his support for SB1301 which will extend statutory
authority for licensing to a domestic farm winery that adheres to the current domestic
microbrewery statute.

Vice-Chairman Shope announced the names of those who signed up in support of SB1301 but
did not speak:

Gavin Gallifant, Gallifant Cellars

Gregory Harris, Southern Wine and Spirits

Heather Bernacki Wilkey, Government Affairs, Arizona Wine Growers Association

Susie Stevens, Alliance Beverage Distributing

Kevin Fugate, representing self

Vice-Chairman Shope announced the names of those who signed up as neutral on SB1301 but
did not speak:

Camila Alarcon, Arizona Craft Brewers Guild

Pearl ette Ramos, Arizona Department of Liquor Licenses and Control

Question was called on the motion that SB1301 do pass. The motion carried
by aroll call vote of 8-0-0-1 (Attachment 6).

Without objection, the meeting adjourned at 11:09 am.

Jane Dooley, Committee Secretary
April 23, 2013

(Original minutes, attachments and audio on file in the Office of the Chief Clerk
video archives available at http://www.azleg.gov)
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