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HOUSE BI LL NO. 160

"An Act relating to the emssion control permt program
relating to fees for that program and to the accounting of
receipts deposited in the emssion control permt receipts
account; and providing for an effective date."

- MOVED HB 160 QUT OF COW TTEE

HOUSE BI LL NO. 163

"An Act relating to an annual wldlife conservation pass and the
fee for that pass; relating to nonresident and nonresident alien
big gane tag fees; and providing for an effective date."

- HEARD AND HELD
PREVI QUS ACTI ON
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03/ 14/ 03 (H) RES AT 1: 00 PM CAPI TOL 124
BILL: HB 163

SHORT TI TLE: NONRES. GAMVE TAG FEES/ W LDLI FE TOUR PASS
SPONSOR(S): RLS BY REQUEST OF THE GOVERNOR

Jrn-Date Jrn- Page Action

03/ 05/ 03 0433 (H READ THE FI RST TI ME -
REFERRALS

03/ 05/ 03 0433 (H RES, FIN

03/ 05/ 03 0433 (H FN1: (DFQ

03/ 05/ 03 0433 (H FN2: (DFQ

03/ 05/ 03 0434 (H GOVERNOR' S TRANSM TTAL LETTER
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W TNESS REG STER

ERNESTA BALLARD, Comm ssi oner

Depart ment of Environmental Conservation (DEC)
Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of HB 160.

TOM CHAPPLE, Acting Director

Division of Air and Water Quality

Depart ment of Environnental Conservation

Anchor age, Al aska

POSI TI ON STATEMENT: Assisted with presentation of
answer ed questi ons.

JOHN KUTERBACH, Program Manager

Alr Permts

Division of Air & Water Quality

Depart ment of Environnental Conservation

Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions on HB 160.

TADD OVNENS, Executive Director

Resour ce Devel opnent Counci l

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 160.

CHARLOTTE MacCAY, Menber
Alr Permts Wrk G oup
Anchor age, Al aska

HB 160 and
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PCSI TI ON STATEMENT: Testified on HB 160.

MARI LYN CROCKETT, Deputy Director

Al aska G| & Gas Associ ation

Anchor age, Al aska

POSI TI ON STATEMENT: During hearing on HB 160, testified that
followng the work group's recommendations DEC will be able to
maintain a high level of protection while concurrently making
air permtting nore attractive to devel opers and industry.

KEVI N DUFFY, Acting Conmi ssi oner

Al aska Departnent of Fish & Gane

Juneau, Al aska

POSI TI ON STATEMENT: Presented HB 163 on behal f of the governor.

M CHELLE SYDEMAN, Assistant Director

Division of WIldlife Conservation

Al aska Departnent of Fish & Gane

Juneau, Al aska

POSI TI ON STATEMENT:  Answer ed questions on HB 163.

ROBERT NAUHEI M Assi stant Attorney General

Nat ural Resources Section

Cvil Division (Anchorage)

Depart ment of Law

Anchor age, Al aska

POSI TI ON STATEMENT: Answered questions pertaining to HB 163.

KEVI N BROOKS, Director

Di vision of Administrative Services

Al aska Departnent of Fish & Gane

Juneau, Al aska

POSI TI ON  STATEMENT: Answered questions about vendors and
permts proposed in HB 163.

VWAYNE REGELI N

Juneau, Al aska

POSI TI ON STATEMENT: O fered background and reasons he believes
HB 163 was introduced; suggested that Al askans pay the fee as
wel |, and that the effective date be January 1.

SARAH DUNLAP

Juneau, Al aska

POSI TI ON STATEMENT: Testified on HB 163 as co-owner of a small
guiding business primarily involved in wldlife viewng;
requested that the Ilegislature nove carefully and slowy;
expressed concern about beginning mdseason, requested an
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exenption for areas under "fee deno prograns,” and highlighted
the unfairness if the noney nostly disappears into the general
fund.

BOB JANES, Owner

Gasti neau Qui di ng Conpany

Dougl as, Al aska

POSI TI ON STATEMENT: Expressed concerns about HB 163; didn't
necessarily oppose a pass, but spoke against applying it just to
comercial operators and questioned the fairness for snaller

operators; suggested all visitors should get the pass, and
perhaps residents should be considered as well; questioned where
the funds will go and how this will be adm ni stered.

GEORGE H. REI FENSTEIN JR., General Manager

Mount Roberts Tramway

Juneau, Al aska

POSI TI ON  STATEMENT: Testified on HB 163, conveying concern
about adding $15 to the $22 cost of a tramride.

MARK MORONES, Conmmuni cations Director

Al aska Travel Industry Association (ATIA)

Anchor age, Al aska

POSI TI ON STATEMENT: Expressed concern that HB 163 wll result
in a negative inage for the state and be difficult to adm nister
and enforce; related ATIA's preference for a broad-based funding
mechani sm and said ATIA doesn't support the proposed wldlife
conservation pass.

ACTI ON NARRATI VE

TAPE 03-16, SIDE A
Number 0001

CO CHAI R HUGH FATE cal l ed the House Resources Standing Commttee
neeting to order at 1:03 p.m Representati ves Fate, Chenault
Masek, Gatto, Lynn, and Wl f were present at the call to order.
Representatives CQuttenberg and Kerttula arrived as the neeting
was in progress. Representative Heinze was excused.

HB 160- EM SSI ON CONTROL PERM T PROGRAM

CO CHAI R FATE announced that the first order of business would
be HOUSE BILL NO 160, "An Act relating to the em ssion control
permt program relating to fees for that program and to the
accounting of receipts deposited in the em ssion control permt
recei pts account; and providing for an effective date.” [HB 160
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was sponsored by the House Rules Standing Conmttee by request
of the governor.]

Nunber 0134

ERNESTA  BALLARD, Comm ssi oner, Department of  Environnenta
Conservation (DEC), testified, noting that John Kuterbach,
Program Manager, Air Permts, Division of Air and Water Quality,
and Tom Chapple, Acting Director, Division of A r and Water
Quality, were present to answer questions but would have to
| eave later in the afternoon due to another conmm tnent.

COWM SSI ONER BALLARD tal ked about Gover nor Mur kowski ' s
commitment to enhancing Alaska's econony through resource
devel opment and his equal commtnent to protecting Al aska's
envi ronnent . She said it is not an either/or proposition; a
strong econony wll generate the revenue base to continue
funding the inportant regul atory prograns.

COWM SSI ONER BALLARD said that wthout a strong econony, one
cannot hope to have a strong governnent. She explained that
over the last 30 years, [the state] has |earned nmuch about the
environmental and health hazards associated with air pollution

much had al so been | earned about em ssion-control technol ogies,
air nodeling, and the need for and nature of anbient air-
protective standards. Through national and state |egislation

the shared value for environnmental protection for citizens has
been recogni zed, along with nany other core values that formthe
framework for governnent regulatory prograns. Envi ronnent a

protection is not inconpatible with resource devel opnent, she
suggested; rather, it is as fundanental a conponent of resource
devel opnent as are | abor and worker safety | aws.

Number 0335

COWM SSI ONER BALLARD said Governor Mirkowski and nmenbers of his
cabi net recognize that Alaska's laws form the framework for a

successful resource devel opnent strategy. Environnental | aws
are one of the equally inportant pieces of public policy. She
said this bill wll inprove the process and the function of
underlying state policy to protect the environnent. It does
change the protective standards already in place and

adm ni stered by the departnment through existing regulation, she
expl ai ned. Through DEC s fiscal year 2004 (FY 04) budget, it
intends to sharpen its focus on the <core permtting and
protection responsibilities. She said HB 160 is essential to
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achieving the results promsed in [the governor's] budget
pr oposal .

COWMM SSI ONER BALLARD noted that she had nade a commtnent to the
committee and each nenber personally to revisit [DEC s] core
m ssion of devel opi ng protective standards and inplenenting them
through efficient and fair regulations. She said this bill is
essential to her success in that undertaking.

Nunber 0423

COWMM SSI ONER BALLARD said this legislative proposal is based on
two inportant devel opnents of the several years. One was a
benchmark study conducted in the departnent over the last two
years; the study reviewed funding and workforce allocation in
air prograns of states that are considered conparable in
wor kl oad and conplexity to Al aska. States conpared with Al aska
were Col orado; New Mexico; California, which has two different
air quality prograns because they're organized in air districts;
Ckl ahoma; Montana; Vernont; Washington; and O egon. She said
states with small populations were chosen, as well as states
with resource developnent activities simlar to [Alaska' s],
al t hough there is nothing conparable to Al aska.

Number 0494

COWM SSI ONER BALLARD explained that it was felt that these
states fornmed a simlar benchmark group. Al aska has an unusual
air [control] program she explained. Although the state has a
smal |l population, it has a high nunber of air permts - as many
operating permts as Colorado and as nany new nmjor permts as
New Jer sey. She explained that this is because Al aska doesn't
have a power grid and thus has a far greater dependence on
di esel generation and a nodern, well-organized air program | t
was discovered during the benchmark study that [DEC] hadn't
funded, staffed, or organized the program adequately to do the

job that the applicants expect. Comm ssioner Ballard said HB
160, and the program increase proposed by the departnent in the
governor's budget, will allow DEC to renodel the permt program

inline with the successful prograns in other states.

Nunber 0577

COWMM SSI ONER BALLARD expl ai ned that the second devel opnent that
gui ded DEC s proposal for FY 04 and for the devel opnent of this

| egislation was the Air Permts Wrk Goup, a stakehol der group
convened by the department |ast year. The work group carefully
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reviewed DEC s program against the federal Cean Ar Act and
against the EPA [Environnental Protection Agency] rules that
have been anended several times in recent years, establishing
new prograns and control concepts.

COWMM SSI ONER BALLARD reported that the state permtting program
hasn't kept pace with the national regine or with the needs of
Al askan comunities and industries. Noting that the work group
report is in the bill packet and that recomendations are
incorporated into HB 160, she offered her belief that this bil

will create a predictable, tinely, and rational permtting
program It will allow the regulation of mnor sources by
standardi zing permt conditions that are based on Dbest
managenent practices. For exanple, the departnent currently has
a permt programthat is a "self-managenent - inplenenting best
practices program for oil drilling rigs, and wants to expand it
to include nore situations. For Alaska's population size, there
are many nore nobile and portable plants and machinery than in
nost states. She said the [departnent] needs the tools to work

with this wunusual but essential fleet. The bill wll also
exenpt sources from permtting to the extent allowed under
federal law, and it wll achieve efficiency through adopting

several rules by reference.
Number 0778

COWM SSI ONER BALLARD said there are many changes that [DEC] is
proposing to change the termnology in state statute; those are
essential to reflect federal term nol ogy. If a federal rule is
adopted wusing a term of art and Alaska's statute uses a
different term for the sane thing, that rule can't be adopted
easily; the [departnent] has to go through a nore elaborate
rul e-maki ng process. Comm ssioner Ballard said this is tinme
consum ng and does not give the advantage that "we believe our
permtting applicant's deserve." The efficiency that [the
department wll achieve] wll also make it weasier for the
permtting of rural power plants in the state's small, outlying
Bush comunities, she explained. She said the [departnment] wll
be able to use the so-called "clean unit test” to avoid what is
done now, which is a detailed, site-by-site technol ogy anal ysis.

Number 0778
COW SSI ONER BALLARD addressed the fiscal note and said the bil
itself does not warrant an increase in staffing;, however,

w thout additional staff as proposed in [DEC s] budget for
FY 04, the inportant statutory changes that wll be achieved

HOUSE RES COW TTEE -7- March 14, 2003



through the |legislation cannot be delivered because [the
departnment] will not have adequate staff to inplenment them In
order to operate an air permtting program that issues tinely
permts, [DEC] has requested additional staff through the budget
process, she expl ai ned.

COM SSI ONER  BALLARD said that, in the spirit of full
di sclosure, the entire permt increnment was put in this fisca
note and the box was checked which stated that this anount is

[included] in the governor's FY 04 proposal. Therefore, the
fiscal note represents the cost for reinvigorating the entire
air-permtting program for the state. She told nenbers that

while there is an increase in this very inportant program other
services in the departnment have been reduced, so that only
services essential to [the departnent's] mssion of protecting
public health and the environnment are being provided. Wth this

increnent, as well as several other small increases in core
permtting prograns, the departnent still has an overall net
reduction of 13 full-tinme equivalent (FTE) enployees and
$153, 000. She said she was pleased to bring forward a true
exanpl e of what perm t stream i ning w | | | ook like.

Comm ssioner Ballard told the conmttee that [HB 160] represents
an effort to truly take advantage of "all of the tools in the
federal tool box," to the benefit of state permt applicants.

Number 0964

REPRESENTATI VE GUTTENBERG observed that the work group's final
report was very hel pful and informative.

Number 1009

TOM CHAPPLE, Acting Director, Division of Air and Water Quality,
Department of Environnental Conservation, testified, noting that
Comm ssioner Ballard had given a good overview of the bill. He
mentioned that there are a lot of changes in definitions that
take advantage of the federal program M. Chapple said the
sectional analysis provides a hel pful "wal kt hrough” of the bill.
He offered to nmeet with conmttee nenbers to help in their
under st andi ng [of the changes].

Number 1068
REPRESENTATI VE KERTTULA referred to changes in the definitions

section and asked what's happening wth stationary sources
versus nobil e sources. She also asked if the npbile sources are
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covered or if they are sonehow renoved from the permtting
process.

MR. CHAPPLE said the bill doesn't change the system This bill
and the permtting program are designed principally for
stationary sources, he explained. Sources like oil drilling
rigs, asphalt plants, or soil-renediation units nove around and
have been under state permt for a nunber of years, and wll

continue to be so. The cutoffs for the size of the facility
that will be permtted won't change; however, sonme of those
currently listed in the "major source"” category will be noved to

the newly created "mnor source" permtting program for which
there is hope to acconplish nore streanlining.

REPRESENTATI VE KERTTULA observed that "reconstruction" doesn't

seem to be included in the |list of permts requiring a
construction permt. Therefore, she asked how reconstruction
situations wll be addressed. She asked whether it wll be

pi cked up in federal |anguage.

MR CHAPPLE deferred to M. Kuterbach

Nunber 1223

JOHN KUTERBACH, Program Manager, Air Permts, Division of Ar &
Wat er Quality, Depart nent of Envi r onnment al Conservati on,
explained that the term "reconstruction”™ wasn't used because it
isn't found in federal law for major source permts. Under
federal law, "reconstruction" is used to qualify changes at a
facility as a new facility. Therefore, the concept of

reconstruction would be carried through, although the term
itself wouldn't.

REPRESENTATI VE KERTTULA asked if the Jlack of the term
"reconstruction" would result in any change in the current
manner in which review occurs. She asked, "Wuld we drop
anyt hi ng out ?"

MR. KUTERBACH answered that currently reconstruction at the
federal level is under review, and sone of the recently adopted

f eder al rule changes were intended to «clarify what s
reconstruction versus routine maintenance. The state would
follow suit with those federal changes, and thus that change
woul d be reflected in the state's program In further response

to Representative Kerttula, M. Kuterbach explained that a
reconstruction is a replacenent of conponents at a facility
wi t hout necessarily i ncreasi ng em ssi ons. However, a
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nodification is an increase in emssions, and thus the
[ departnment] would continue to regulate the nodifications.

Nunber 1354

REPRESENTATI VE KERTTULA turned to Section 23, which says
adj udi catory hearings will only be allowed if a public hearing
process is required or solicited. She asked if anything is

being lost with the aforenentioned | anguage.

MR. KUTERBACH specified that current |aw provides that anyone
who wanted to appeal a decision nmade by the departnent [on a
permt] nust have provided comment during the tinme a permt was
out for public review He pointed out that another part of HB
160 gives the departnent discretion for mnor sources for which
the departnent my choose not to have a public review
Therefore, Section 23 specifies that [the departnment] isn't
removing the right of an individual to appeal a departnental
decision if there wasn't a comment peri od.

Nunmber 1539

TADD OWENS, Executive Director, Resource Developnent Counci
(RDC), began by informng the commttee that RDC is a statew de
nonprofit trade association that represents Al askan i ndividuals
and conpanies in the mning, oil and gas, tinber, tourism and
fisheries industries. The mssion of RDC is to help grow
Al aska's econony through the responsible devel opnent of the
state's natural resources. M. Ownens said that while RDC didn't
formally participate in the work group referenced by
Comm ssioner Ballard, several of RDC s nenbers were directly
i nvol ved in the process.

VR. ONENS reported that RDC is very pleased that the
adm ni stration and DEC have come forward with this |egislation

which is the inplenentation of many of the work group's
reconmendat i ons. The RDC believes that HB 160 is a very
inmportant part of a conprehensive effort to streanmline the
state's permtting regime. He noted that RDC has worked closely
with DEC and the legislature over the years in regard to
streamlining fees and naking permt fees nore predictable.
Furthernore, RDC has worked to nove permtting toward general
permts based on best nanagenent practices, as well as to nobve
the agency toward consistency with federal requirenents. As has
been stated, HB 160 achieves progress on all of t he
af orenentioned fronts, he told nenbers. Therefore, RDC strongly
supports HB 160.
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Number 1662

CHARLOTTE WMacCAY, Menber, Ar Permts Wrk Goup, began by
informng the commttee that the work group enphasized the need
for air permtting that is nore sinplified, tinely, and
predi ct abl e. This legislation renoves the necessary obstacles
in order to allow DEC to follow the work group's
reconmendat i ons. However, the work to reconstruct is yet to be
done, and the (indisc.) wll help enable this process to
conti nue. Ms. MacCay noted that DEC has been very open and
receptive to the outside suggestions that the work group has
been maki ng. She related her belief that following the work
group's recomendations DEC will be able to nmaintain a high
| evel of protection while concurrently making air permtting
nore attractive to devel opers and industry.

Nunber 1724

MARI LYN CROCKETT, Deputy Director, Alaska Gl & Gas Association
(AOGA), noted that AOCGA is a trade association whose nenbers
represent the majority of the oil and gas activity in the state.
She informed the commttee that AOGA was a participant in the
work group process and supports the recommendations com ng out
of that process. Ms. Crockett nentioned that AOGA is in the
process of thoroughly analyzing HB 160 and was recently invol ved
in a neeting held by DEC to discuss the intent behind the
changes, which AOGA supports. She said DEC has done a good job
putting down on paper the changes necessary to get the state's
program to look nore like a federal program to nmeke it easier
to admnister, and to reduce the burden on the departnent as
well as the permttees. From that perspective, M. Crockett
said that AOGA supports the intent of HB 160, although it wll
continue to review it and participate in future hearings.

Nunmber 1862

REPRESENTATI VE KERTTULA directed attention to Section 17,
page 9, and relating her wunderstanding that it deletes the
portion of the statute requiring the permt to be issued before
operati on. Furthernore, Section 17 seens to allow a 12-nonth
operation before obtaining a permt for stationary source. She
asked if that's correct, or whether another section in federal
| aw requires that the permt be obtained before operating.

MR. KUTERBACH explained that the current federal |aw for major
operating permts doesn't require that the permt be issued
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before the source can begin operation; rather, it allows for 12
nonths of operation to issue the permt. The federal nmajor-
source operating permt does not authorize new pollution, but
nerely collects existing requirenents into a |egal docunent.
[ Alaska's] current statute established an additional deadline -
beyond federal law - for application for an operating permt,
not for issuance of an operating permt.

MR. KUTERBACH said the proposal is to elimnate the additional
application deadline that is currently in statute but not in

federal law, because with the change to the mnor source
program virtually all the nmmjor source operating permt
facilities first wll have to obtain a construction permt.
Therefore, there is no need for an advanced application deadline
for those facilities. In further clarification, M. Kuterbach
specified that any entity [in those classified facilities] that
is [producing] new pollution will have to obtain either a major
or mnor permt; for those, the authorization would be before
the new pollution happens. For an existing, operating mnor

source, the departnent doesn't see the need to have that
[ aut hori zati on] before operation.

Nunber 2031

REPRESENTATI VE KERTTULA highlighted that a construction permt
would have to be obtained before building the plant. The
[departnent] is just addressing the operating aspect for the
air.

MR. CHAPPLE said that is true. He pointed out that in Alaska [a
source of pollution] that is large relative to the anpunt of
pollution a year is required to obtain a permt, while [smaller
entities relative to the amount of pollution] aren't required to
do so. He explained that every state is obligated to determ ne
what size of sources wll cause an air quality problem He
related that in California, small sources of pollution such as
| awmnmower s and househol d furnaces are regulated, while Alaska's
regul ation targets |larger sources of pollution. For those
sources that | ook |arge enough to necessitate obtaining a permt
[under the existing statutes], under the proposed changes the
construction permt would still be required, as would the
operating permt.

Number 2087

REPRESENTATIVE MASEK referred to a nmenorandum from the
comm ssi oner of [DEC], which she quoted as follows: "Qur state
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permtting program has not kept pace with the national reginme or
the needs of the Al askan community or the industry.” She asked
about the size of the backlog with this permt program

MR. CHAPPLE answered that the departnent hasn't been able to
issue permts in the tineframe that it believes to be
responsi ble for business or community needs. In a multi-year
average for a construction permt, it takes 254 days to issue a
permt. The departnment believes that those permts should be
issued in 90-110 days. Furthernore, the EPA has notified Al aska
that Alaska isn't neeting the schedule for the relatively new
federal requirenent for operating permts. He noted that the
departnment is under a commtnent to conplete all outstanding
permts by Novenber 2003. Alaska is one of several states that
are | aggi ng behi nd.

Number 2180

REPRESENTATI VE MASEK asked what industries HB 160 woul d i npact
beyond the construction industry, the oil industry, and the
rural power plants.

MR. CHAPPLE said Representative Masek had identified the |argest
entities inpacted by this legislation. He pointed out that nost
facilities in Alaska burn fuel and thus cause a |arge enough

em ssion to require a permt. He noted that all of the rura
hubs have power plants |arge enough to be identified as major
sour ces. The smaller rural communities are a mxed bag. He

mentioned that any significant seafood processing plant has
di esel - powered generators and other heat sources. Mst mnes in
Al aska have to generate their own power, and thus mnes have
| ar ge enough power plants to require permts. He said that M.
Kut erbach could describe the size of comunities that are
generally small enough that a permit isn't required and those
communities that are | arge enough and thus require a permt.

REPRESENTATI VE MASEK asked if, after the passage of HB 160,
Al aska would face any federal Clean Air Act or EPA rules and
thus nore changes to the existing | aw woul d be required.

MR. CHAPPLE answered that the statutory changes have been
reviewed [and constructed] such that the statute would provide
the ability to adopt federal regulations and do so in a

streanl i ned manner. He related his expectation that there wll
be other federal regulation changes. For instance, there are a
nunber of industrial <classifications that the EPA wll be
reviewing due to its obligation under the Clean Ar Act. Sone
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of those industrial <classifications wll inpact sources in
Al aska. Therefore, there will be new federal rules, he said.

Nunber 2315

REPRESENTATI VE GATTO hi ghlighted that the word "contam nant" had
been replaced by the word "pollutant”. He asked about the
definition of pollutant.

MR. KUTERBACH explained that the federal definition is that
pollutants are basically those conpounds regulated under the

Clean Ar Act. He said [the federal governnment regulates]
pollutants; he nentioned that there are six actual conpounds,
and indicated 189 hazardous air pollutants are listed in the
Act . Thus [pollutants] are a well-defined set of chem cal
conpounds.

Nunmber 2395

REPRESENTATI VE GATTO inquired as to what happens as nore
[ pol lutants] are discovered. For exanple, if an individual
generates a pollutant that has never been identified, would that
pollutant have to be added to the list and be approved, and
meanwhil e, could the pollutant be generated freely until added
tothe list? O is the pollutant covered until it's excluded?

MR. CHAPPLE responded that the statute would allow the
departnment to adopt changes that are necessary when the EPA has
defined a new pollutant. M. Chapple said, for these 189
hazardous air pollutants, that the EPA hasn't set what are safe
or hazardous levels to breathe, which it has for pollutants such
as sulfur dioxide and carbon nonoxide. He explained that
sonetinmes the EPA takes a different approach: it suspects a
conpound to be a carcinogen and there is fairly good nedical
data to show that 1it's a <carcinogen, and thus the EPA
establishes emssion limtations for certain types of operations
that emt or process that [carcinogen]. Wen the EPA adopts
those new emission rules, this statute and the existing |aw
woul d allow Alaska to inplenent those requirenents because they
are federally mandated and the state is obligated to inplenent
t hem That would occur w thout another statutory change, he
not ed.

MR. CHAPPLE highlighted that if Alaska is going to do sonething
different from federal law, there is a provision in current |aw
that places certain requirenents on the departnent to show that
there is a conpelling scientific need to do it and that the work
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done by the departnent is peer-reviewed by another entity before
an action is taken.

Nunber 2523

REPRESENTATI VE GUTTENBERG turned to Section 30 and asked how
Title 5 defines "snmall business.”

MR. CHAPPLE answered that generally "small business" is defined
as 25 enployees or less, and there nay be other requirenents
linked to the definition. He noted that current statutes and
this legislation provide «certain free services for snmal
busi nesses. \When the statute was adopted originally in 1993, he
said Al aska thought it was necessary to have the snall-business
assi st ance program efforts avai |l abl e for smal | rural
comunities; however, nost rural conmunities don't qualify
because they are a governnent [entity].

Number 2600

REPRESENTATI VE WOLF noved to report HB 160 out of commttee with
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, HB 160 was reported from the House
Resources Standing Committee.

The conmmttee took a brief at-ease at 1:41 p.m

HB 163- NONRES. GAVE TAG FEES/ W LDLI FE TOUR PASS

CO- CHAIR FATE announced that the final order of business would
be HOUSE BILL NO 163, "An Act relating to an annual wldlife
conservation pass and the fee for that pass; relating to
nonresi dent and nonresident alien big ganme tag fees; and
providing for an effective date."

Nunmber 2657

KEVI N DUFFY, Acting Conm ssioner, Alaska Departnent of Fish &
Game (ADF&G), announced that he was presenting HB 163 on behal f
of the governor. He explained that HB 163 establishes
requi renents for nonresidents; he nentioned commercial providers
of opportunities to view wldlife and obtaining a wldlife
conservation pass. Noting that the cost of the annual pass is
$15, he said this legislation also raises nonresident and
nonresi dent alien big-gane tag fees for npose, caribou, sheep

and goats. Wth regard to the wildlife pass, nonresidents under
age 16 and all nonresidents who hold any Al aska hunting or
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fishing license prior to wutilizing the comercial view ng

service will be exenpt from purchasing this pass. The $15 fee
is estimted to raise approximately $7 mllion annually, he
rel at ed.

ACTING COW SSIONER DUFFY informed the commttee that the
departnment would like to work with the admnistration and the
| egi slature to secure a portion of these funds for use, in part
to match significant new federal dollars comng to Alaska
through state wldlife grant prograns. Currently, Alaska's
federal funding for these prograns anounts to around $3 mllion.

ACTI NG COW SSI ONER DUFFY reported that during the |ast session
of Congress, then-U. S Senator  Frank  Mirkowski and U.S.
Representative Don Young sponsored legislation known as the
Conservation and Reinvestnent Act (CARA), to provide a new and
stable source for fish and wildlife nmnanagenent. In response to
this, he said, new federal dollars are comng to Al aska. He
noted that |ast year the state received approximately $4 mllion
in the new state wldlife grant funding source; this year the
state will receive around $3 mllion. He pointed out that the
federal dollars must be matched one-to-one with state dollars.

Number 2780

ACTI NG COW SSI ONER DUFFY expressed hope that HB 163 is the
vehicle, because [the departnent] believes this |legislation
provides a way for visitors who use and enjoy Alaska's wldlife
- but don't purchase a hunting or fishing license - to help
support this program and ensure that Al aska maintains healthy
and productive wildlife popul ations. This legislation requires
visitors who take a commercial tour in order to viewwldlife to
purchase an annual wldlife conservation pass. The funds from
the pass will be placed in a special account in the general

fund, and therefore nmay be appropriated for fish and wldlife
managenent, view ng, and educati onal prograns.

ACTI NG COWM SSI ONER DUFFY highlighted that the billion-dollar
tourism industry draws substanti al revenue each vyear for
mar keting Alaska's wldlife. Therefore, he opined that it's
only fair for visitors and the industry that nost directly
benefits from [the fish and wldlife populations] to help
sustain those popul ations. The departnment believes that nost
visitors wll be happy to know that they're nmking a
contribution to wldlife conservation in Al aska, he added.

Number 2861
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REPRESENTATI VE WOLF recalled that the tourism industry projected
two years ago that the state could have 1.6 mllion visitors
conme to Al aska. He related his understanding that HB 163 woul d
inpose a viewer fee on those taking tours. He asked whet her
[this fee would be inposed on those] taking charters. He al so
inquired as to [whether this fee would be inposed on those]
enjoying wildlife on the road from their recreational vehicles
(RVs).

ACTING COW SSI ONER DUFFY  expl ained that the commerci al
operators are the ones that [the departnent] is trying to work
with in order to generate this revenue for the state.
Therefore, those traveling through the state via an RV wouldn't
be required to [pay this fee].

REPRESENTATI VE WOLF asked if there is a way to include broader
participation [in the proposed fee].

ACTING COW SSI ONER DUFFY indicated the departnment would be
willing to work with the legislature to "cast a wider net."

Number 2955

REPRESENTATI VE LYNN asked if any consideration was given to a
reduced fee for children, seniors, and di sabl ed indi vidual s.

ACTI NG COWM SSI ONER DUFFY answered that he believes residents
under 16 are exenpt from this fee, as are those [60] or ol der
and those who purchase a hunting or fishing license. |In further
response to Representative Lynn, Acting Comm ssioner Duffy said
he believes the current construction of HB 163 would require
nonr esi dent seniors to pay this proposed fee.

CO CHAIR FATE inquired as to the use of the CARA funds.

TAPE 03-16, SIDE B
Number 3011

M CHELLE SYDEMAN, Assistant Director, Dvision of Wldlife
Conservation, Alaska Departnment of Fish & Gane, answered that
[CARA funds] are wused for wldlife recreation, primarily

wldlife viewng, as well as wldlife-related educational
prograns in the schools and conmunity. Those funds also go
toward the conservation of species that aren't hunted, trapped,
or fished. The [federal CARA] Ilegislation was to provide

funding for nontraditional wldlife prograns not currently
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funding with the Pittnman-Robertson funds or I|icense fees that
are now col | ect ed.

REPRESENTATI VE GUTTENBERG turned attention to a docunent in the
commttee packet entitled "Background on H B. 163 and S.B. 122:
An act relating to an annual WIldlife Conservation Pass". The
second paragraph of that docunent read:

For nearly a century, hunters and anglers have borne
nost of the cost of wldlife managenent. VWil e they
are wlling to pay their fair share to conserve
wildlife populations, many have asked why other
wildlife enthusiasts have not stepped up to the plate.

REPRESENTATI VE GUTTENBERG said he thought the aforenentioned to
be commendable, but didn't see HB 163 supporting those efforts
because the [proposed] fee is placed in the general fund,
furthernore, there aren't any wldlife conservation proposals on
the table. However, there do seem to be folks lining up for
noney for prograns that aren't wildlife conservation prograns.

ACTI NG COW SSI ONER DUFFY acknowl edged that there is a wder
range of wusage of these fees. However, [the departnent]
anticipates that a certain portion of these fees would return to
the Division of WIdlife Conservation and specifically be used
as a match for federal noney received for these wildlife view ng
prograns. The match is required in order to expend the federa
funds, he noted.

Nunmber 2895

REPRESENTATI VE GUTTENBERG remarked that the operative word is
"may". He asked if there have been any proposals for funding
wildlife conservation efforts.

ACTI NG COW SSI ONER DUFFY replied no, and explained that HB 163
was developed as part of revenue-generating neasures that the
governor believes to be appropriate for the state. Wth regard
to whether the [departnent] has incorporated this into fisca
notes for fiscal year 2004 [FY 04] in the division, that hasn't
been done yet, he specified. However, that 1is anticipated,
dependi ng upon the outconme of HB 163.

Number 2850

REPRESENTATI VE GUTTENBERG noted that fish anglers and many ot her
[groups involved in the fishing industry] have representati on on
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the [Board of Fisheries and the Board of Gane], which manage the
resour ces. Therefore, he inquired as to why, on the boards,
there isn't a group representing nonconsunptive users who are
now being asked to pay a fee to use the state facilities.
Representative GQuttenberg rem nded nenbers that this nation
began with the notion of no taxation w thout representation, and
questioned how that relates to HB 163.

ACTI NG COW SSI ONER DUFFY said, with regard to representation on
the Board of Gane, that dialogue often occurs between the
adm nistration and the |egislature. He stated that he didn't
believe a discussion of the representation of the Board of Gane
relative to HB 163 was appropri ate.

Nunber 2779

REPRESENTATI VE WOLF offered his belief that the Board of Gane
includes a nenber representing nonconsunptive use. He asked
whether there is any wldlife animal that isn't hunted or
trapped in Al aska. He al so asked whether this will continue to
pronote the educational progranms currently established within
ADF&G. Ref erencing an unspecified person who he said does a
fantastic job working with grade school children, he asked
whether this will continue to pronote that person's program

M5. SYDEMAN replied that the hope is to enhance those
educational progranms, which work hand in hand with the needs of
[ ADF&G s] biologists and wildlife managers. For instance, if a
noose population is in decline in a particular area, the
bi ol ogist may believe it would be helpful for people there to
understand that if they don't hunt cow noose for a certain
nunber of years, it will help the npbose population to recover
That is the kind of thing for which this educational programis
intended, as well as to continue progranms in the schools, she
added.

REPRESENTATI VE WOLF spoke positively of two unspecified prograns
in the department currently managed for both fish and gane.

Nunber 2675

REPRESENTATI VE GUTTENBERG nentioned a suprene court case about
the differential between resident and nonresident hunting,
suggesting that the state is looking at a huge liability. He
asked whether there is any simlarity here, since residents
aren't being charged the sane as nonresidents.
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Nunber 2617

ROBERT NAUHEI M Assistant Attorney GCeneral, Natural Resources
Section, Civil D vision (Anchorage), Departnent of Law, replied
that he thinks there is. He cited what he suggested is a very
hel pful case, Shepherd v. State, Dep't of Fish & Gane, a [1995
Al aska Suprene Court] case that challenged the statutory
preference for resident hunting of noose, elk, and deer. He
said it addressed whether that kind of resident preference was
perm ssible under the "privileges and immunities" clause of the
U S. constitution and the comerce clause, as well as severa
provisions of the Alaska constitution, including the equal
protection or equal rights clause and the equal application
cl ause.

MR. NAUHEI M expl ai ned that the court upheld that statute. The
essential holding with respect to the state constitutional

issues was this: residents and nonresidents aren't simlarly
situated with respect to access to recreational use of fish and
gane. The court declined to pursue any further analysis and

said the state can make distinctions between residents and
nonresi dents for purposes of recreational access to fish and
gane; it also noted that Article VII, Section 2, of the
constitution seens to inpose "a kind of obligation for the
state, in some cases, to require a preference, especially when
there's a shortage.” He said the case doesn't specifically
address a shortage, but that he thought nentioning that
provi si on was hel pful.

Number 2522

MR NAUHEIM wth respect to federal constitutional issues,
reported that the court [in Shepherd] ruled that "articles of
unharvested fish and ganme" not destined to be articles bought
and sold in interstate commerce aren't subject to the kind of
anal ysis inposed by the court on laws that seem to discrimnate

agai nst interstate comrerce. It essentially held that
unharvested npose and ganme aren't articles of interstate
conmer ce.

Nunber 2457

MR. NAUHEI M suggested that an argunent nade by the guides [in
Shepherd] has sonme degree of relevance with respect to this
bill. He explained:
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It addressed an argunent nmade by the guides that
because there was a disparate opportunity for

residents and nonresidents, ... any kind of burden
that it placed on the guides in terns of their
business - hurting their business if they ... catered

to nonresidents - was a de mnims kind of burden and
incidental, and so long as the state was attenpting to
address a scarcity or sone other reasonable objective
- reasonable state i nt er est - t hat ki nd of
discrimnation wasn't fatal to the | aw.

MR. NAUHEI M tol d nmenbers that the provision raised nost often in
these kinds of cases is the privileges and inmunities clause.
He reported that the Baldwin case - a U S. Suprene Court case
well known to "fish and gane" attorneys - said that a state can
di stingui sh between residents and nonresidents for purposes of
recreational access to fish and game; it did so on the basis
that the privileges and immunities clause of the federa
constitution was designed to protect those kinds of essential
activities or basic rights that are necessary to naintaining a
union of states, and it specifically found that hunting gane
such as elk is not one of them M. Nauhei m added, "Qur suprene
court relied specifically on that case to hold that our
preference for residents, in the case of certain big-gane
hunting, was ... sustainable, was permssible under that
constitutional provision under Baldw n."

Number 2364

REPRESENTATI VE KERTTULA asked whether, in ternms of viewing, this
is really talking about tourism She also asked, "Aren't
Al askans just as simlarly situated as nonresidents, and isn't
that where we're going to really have our problen? ... That's
interstate commerce. And then we get shifted into a whole nore
difficult analysis, don't we?"

MR. NAUHEI M acknow edged that as one argunent, but said he
thinks the bill's real purpose is to equalize costs borne by
residents and nonresidents. He offered his understanding of the
policy objectives of the admnistration and ADF&G to be this

the $15 fee reflects a difference in the anbunt the state can be
viewed as spending on residents versus nonresidents. He said
nonresidents [currently] don't pay anything unless they buy a
hunting or fishing license, for exanple, and yet there are costs
associated with managing fish and wldlife populations so that
they're healthy, and there is what he called the "incidental
benefits of viewi ng themt for both Al askans and non- Al askans.
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MR. NAUHEI M noted that Al askans do pay for governnent services
by virtue of the stream of oil taxes and other user fees that
the state charges and then allocates [through the general fund].
He cited the Carlson case as upholding "those kinds of efforts
to equalize the costs that are borne by residents, through the

diversion ... of various revenues fromthe general fund, and ..
has allowed the state to take those into account ... in |ooking
at how the costs of providing ... for fish and wldlife

opportunities is borne."
Number 2222

MR. NAUHEIM said he realizes separate treatnent for residents
and nonresidents does raise constitutional issues, especially
with respect to the commerce clause. He expressed confidence
about advancing a vigorous case if it is «challenged, but
acknow edged that there is no guarantee of the outcone,
especially for constitutional issues in a new area. Noting that
he wasn't aware of another instance in the country of an attenpt

to assess [a fee for] a license for wldlife viewing, he
concluded by saying, "That's not to say that sone of these
principles wouldn't apply with equal force. But it 1is

admttedly sort of a foray into a new area.”
Nunber 2176

REPRESENTATI VE KERTTULA noted that she wasn't up on the nost
recent pernmutation  of the Carlson case, but request ed
confirmation that the state has gone through quite an onerous
burden trying to justify the differential [between residents and
nonr esi dent s] . Qobserving that the case has been around for
years, she asked, "That's just a risk, aml right?"

MR. NAUHEIM replied that he thinks it's a fair assessnent. For
the bill, he suggested there are two advantages. First, it
isn't directly taxing a commercial operation, but is assessing a
user fee for those nonresidents who view wldlife, wth an
enforcenment nechanism through the use of comrercial providers;
and, second, this bill doesn't have the fee disparity present in
the Carl son case, which involved taxing of a comercial activity
- commercial fishing - and in which the fee disparity was in the
hundreds of dollars. He acknow edged that if this case went to
court, the litigation could have a significant cost.

Nunmber 2083
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REPRESENTATI VE KERTTULA said she understands the argunents on

how [the state's] oi | noney goes towards r oads and
infrastructure, for exanple, and thus can be counted as if it
were a tax on Al askans. However, she questioned what Al askans
pay specifically for [wldlife] viewng and how treating
nonresidents differently can be justified. She clarified that
she doesn't want to pay for being able to see wildlife, but is
concerned about what wll happen iif this 1is inposed on
nonr esi dent s. She noted that under previous cruise ship
| egi slation, the proposed head tax clearly was on everybody,
which is how constitutionality problens were avoided. She

t hanked M. Nauheimfor his analysis.
Nunber 2022

REPRESENTATI VE GUTTENBERG referred to page 4, Section 7, which
i ndi cates the conmm ssioner nay appoint agents. Noting that only
one part-time enployee is being added, he asked whether that
sanme person woul d [be responsible for] Ketchikan, Anchorage, and
Fai r banks, for exanple.

ACTI NG COMM SSI ONER DUFFY answer ed:

W already have, under our current structure, about
1,600 l|icensed vendors statew de. A nunber of those
people would be wused [for] this program So what
we're trying to do from our side of the equation is,
in terms of the personnel to do the specific
adm nistrative structure, we're trying to keep that to
a mnimum That's why you have one part-tinme person

reflected in there. But we already have a structure
in place for the hunting licenses, and we anticipate
using a simlar structure ... on this wildlife-view ng
fee.
Number 1955
REPRESENTATI VE GUTTENBERG not ed that people nmight board a cruise
ship in Seattle and not get off until reaching Juneau, or m ght
fly to Fairbanks and board a tour bus. He asked where the

infrastructure would be built to collect the fees from people
who don't interact with hunting and fishing |license vendors.

Number 1900

KEVIN BROOKS, Director, Division of Admnistrative Services,
Al aska Departnent of Fish & Gane, replied that although the
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expectation is to add sone vendors such as cruise lines or tour
operators, the departnment would try to incorporate this into the
existing fish-and-gane licensing system which involves 1,500-
1,600 vendors as well as significant sales over the Internet.

REPRESENTATI VE KERTTULA asked whether M. Brooks has worked with
the tourismindustry on this, and how they feel about it.

MR. BROOKS, noting that the genesis of the bill was fairly
recent, said, "W have not had any discussions with them to
date. ™ He offered the expectation, if the bill noves forward,

t hat di scussi ons woul d have to occur.
Nunmber 1817

REPRESENTATI VE  KERTTULA expressed concern about how the
effective date would inpact the industry if this passes. She
related her understanding, from speaking with people from the
departnment, that [ADF&G isn't averse to pushing that [date]
forward so conmpanies won't have to charge people who have
al ready booked [tours] this year nore noney.

MR. BROCKS replied that if the bill [passes], the departnent
will have to order stock and do many things to gear up.
Poi nting out that soneone who holds a fishing or hunting |license
is exenpt from this, he said about 300,000 residents and an
equal nunmber of nonresidents currently buy those types of
| icenses. He added, "Yes, there will take sone rollout, and you
could set a date at sone tine in the future that it mght be a
snoot her rollout, but I think we could put sone efforts forth to

get it inplenmented ... this summer season comng up." He
acknowl edged that it will take some work, and that there will be
a transition period. Noting that he couldn't speak to how
enforcenent would occur in the first year, he surmsed that "as
we're ranping up and getting stock out, ... there's got to be

sone consideration given that it's a brand-new program ™
Number 1729

REPRESENTATI VE GUTTENBERG asked how nuch in fees ADF&G envi si ons
col | ecti ng.

MR. BROOKS offered his belief that the fiscal note contained an
estimte based on the nunber of visitors mnus the nunber who
currently buy fishing and hunting licenses. After being handed
a copy of the fiscal note, he paraphrased parts of the analysis,
whi ch read [original punctuation provided]:
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Annual revenue estinates are based on the foll ow ng
assunpti ons:

1) About 1.2 mllion nonresidents will travel to

Al aska as tourists in FYO4. O these about 300, 000
wi || purchase a hunting, fishing or trapping |license
and therefore would not be required to purchase an
annual WIldlife Conservation Pass. O the renaining
900, 000 nonresidents (sone of whom are under the age
of 16), we project that approxi mately 500, 000 woul d
purchase the pass, generating about $7.5 mllion in
revenue.

2) W project that the nunber of pass purchasers wll
i ncrease by an estimted 5% annual | y based on
current tourismtrends.

MR. BROOKS explained that ADF&G also had nade efforts to
determ ne [the nunber of] people between the ages of 16 and 60,
which is really the target, since people younger than 16 and
ol der than 60 wouldn't need to buy this [pass].

Nunmber 1588

WAYNE RECGELIN testified on his own behalf, noting that he'd
recently retired from ADF&G where he served for eight years as
the director and six years as the deputy director of the
Division of WIldlife [Conservation]. Saying he has been working
on this legislation at both the federal and state level for a
long time, he offered sone background to explain why, in |arge
part, he believes the bill was introduced.

MR. RECELIN reported that in fiscal year 2001 (FY 01), Congress
began providing funds to all state fish-and-wildlife agencies
for the purposes of fish-and-wildlife education; nmanagenent of
species that are hunted, trapped, or fished; and wldlife-
Vi ewi ng prograns. The International Association of Fish and
Game Agencies led the efforts to secure this funding, he said,
and Alaska had a significant role in getting this |egislation
t hrough Congress, since Congressman Don Young was the prine
sponsor in the US. House of Representatives and then-U. S
Senator Frank Miurkowski was the prinme sponsor in the US.
Senate; they chaired the main conmmttees of referral for the
federal |egislation. M. Regelin said he'd worked closely with
the association and Al aska's congressional delegation to obtain
thi s funding.
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MR REGELIN, noting that this year Alaska will receive $3.88
mllion in state wildlife grants, pointed out that these nust be
matched with state funds either at the 3-to-1 or 1-to-1 |evel
depending on the project. He conveyed his strong belief that it
is in Alaska's best interest to expand these three prograns. He
expl ai ned:

[ To] ensure the long-term continuation of hunting and
trappi ng throughout the nation, we need to have an
educated and an infornmed public. And a |ot of these
funds will be used to expand prograns in our school
systens so that kids can understand the role of humans
in the natural systens, and for the older students,
for the role of hunting.

There are nunerous anti-hunting groups that have or
are in the process of developing education progranms
that they're pushing hard to get into our schoo
systens. And we need to provide an alternative. And
we're doing this across all of the states right now

Number 1430

MR. REGELIN said many adults who have a strong desire to learn
about wldlife managenment and wldlife species urge the
departnment to provide nore prograns including hunting, view ng,
and outdoor-skills clinics. Suggesting that sone of this
funding could be used for that, he said this bill would provide
the necessary match to the federal dollars in order to have a
strong fish-and-wildlife educational program in Al aska. There
also is a need to collect nore information on species that
aren't hunted or trapped. "W have the responsibility to manage
all wldlife species in Alaska," he remarked, noting that of
Al aska's 485 species of birds and manmals, 45 are hunted and
trapped. He offered the follow ng:

Each year, various states and the US. Fish and
Wldlife Service [are] ©petitioned repeatedly by,

basically, anti-developnent groups to list ... nany
species as threatened or endangered. Most of these
species aren't in any trouble, but ... we lack data
about their population size and distribution. And
because of that l|ack of information, some get |isted.
But even if they don't, it ... slows everything down;
it takes a lot of tinme and noney to fight ... and go
out and get that infornation. And this bill would
provide ... the funds for us to get ahead of that
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curve and collect the needed information on species of
special concern, ... to keep them from getting |isted
if it's not necessary.
Nunmber 1312

MR REGELI N conti nued:

The other thing the bill would do is provide funds to
expand the departnent's just-beginning program in
wildlife viewwng. | think it would be a great help to
the tourist industry by enhancing opportunities for
people to see wldlife. | think the best tourist
marketing in the world is ... to send home happy and
satisfied custoners to tell their friends and

nei ghbors that they should visit Al aska.

Also, the wldlife-view ng prograns have a significant
econom c potential for economc devel opnent in rural
Al aska. Many tourists are eager to visit snal
villages and view the wldlife, see the Ilifestyle.
And villages that choose to develop a program that
[caters] to these visitors could nake a |ot of noney
or at |east have sonme inconme in that village. They
just need a little help to get started, and we can do
that through this program wth small grants and
expertise to help themget started.

MR. REGELIN said he can't believe a $15 fee will keep anyone
from comng to Alaska, and offered his belief that it wll

enhance rather than hurt the tourism industry. He related his
experience, from talking to people across the state for many
years, that "nost of them ... don't mnd paying a small fee for

good wi I dlife managenent and enhanced vi ewi ng opportunities.”
Nunber 1209

MR. RECELIN suggested two changes to the bill. First, he
woul dn't exenpt Al askans fromthe fee. He expl ai ned:

Renenber, if a person buys a hunting or a fishing
license, they're already exenpt, and it's only fair
that the nonconsunptive users pay their share, because
they put a lot of demands on the division and the
departnent, and they want services that cost noney.
And hunters and fishernmen have been paying the entire
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bill for many, many years, and it's tinme for everybody
to step up and pay their share.

VR. REGELI N further suggest ed it woul d renove t he
constitutionality problemwith regard to the conmerce clause if
everyone were charged. Second, he proposed changing the
effective date to January 1. He explained the difficulty for
the departnent of buying the license stock and getting it
printed, for exanple. He estimated that with a January 1 date,
it still would bring in 40 percent of the revenue for FY 04.

MR. RECELIN concluded by saying the departnent doesn't need the
$8 mllion he believes this fee will generate, but only needs
about $3 million to match the federal funds. Acknow edgi ng that
[general] funds cannot be dedicated and may be used for
sonet hing el se, he suggested that the sponsor statement fromthe
Ofice of the Governor shows a strong conmtment to using these

funds to provide that match. He expressed confidence in the
| egi sl ature, especially since he said this will be identified as
a separate account within the general fund. He offered his

belief that the departnent's estimates for the fiscal note were
conservati ve.

Number 0983

SARAH DUNLAP testified, noting that she and her husband own a
small guiding business primarily involved in wldlife-view ng
opportunities. Pointing out that this definitely wll affect

her business, she said she believes the idea has nerit and
shoul d be discussed, but enphasized the need for the |egislature
to nmove carefully and slowy, rather than rush this as a
mechani smto increase the revenue stream for the budget.

M5. DUNLAP conveyed three concerns about the bill. First,
instituting it mdseason this year will unduly burden businesses
that provide wldlife-watching opportunities, she said, noting
that her business already is commtted to its clients for this

year to provide a gquiding service that includes all the
necessary pernmts and fees. Therefore, if the pass is
instituted this sumrer, it wll tax her business, rather than
the viewers thensel ves. She suggested it would be difficult to
explain [to custonmers] and institute in the short term She

enphasi zed the desire to take tine to put this forward as a
state so that visitors to Alaska are aware of it [ahead of
tine].
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M5. DUNLAP addressed her second concern. She requested a
possi ble exenption for areas visited by wildlife viewers that
al ready are under a particular "fee denb program" For exanple,
her business prinmarily takes people to Pack Creek to view bears,
which is under this program and has a fairly hefty fee of $50
per adult during the peak season. She reported that the 225
visitors her business took to Pack Creek last year paid a tota
of about $4,730 in fees, and thus the clients already pay a
significant fee for wildlife view ng opportunities.

M5. DUNLAP expl ained her third concern: it won't be fair if the
revenue generated by the bill nostly wll disappear into the
general fund and not truly go to enhancing watchable-wildlife
prograns, for habitat conservation, or for pronoting Al aska as a
touri sm destination.

Number 0733

REPRESENTATI VE KERTTULA asked whether nost snaller operators
provi de services for a flat fee that takes care of everything.

M5. DUNLAP said she believes so; it is easier to sell a package

that includes all the services. She expressed concern even as
far as incorporating this in the future, noting that her
business is trying to hold the line with regard to rising
i nsurance and fuel <costs, for exanple. There is a certain
feeling for what can be <charged, she explained, "and we
personally feel like we work pretty close to that." Therefore,
she suggested that any fees like this wll be split between the
business and the visitor. For wildlife viewng, she offered her
belief that many operators are like her husband and herself,
with smll, fam|ly-owned or noder at e- si zed, Al aska- based
busi nesses. She proposed that this tax will fall nore heavily
on small businesses than on the larger conpanies, and that

smal l er businesses are nore likely to be engaged in wldlife
Vi ew ng.

Number 0583
REPRESENTATI VE GATTO asked whether M. Dunlap charges her
clients Juneau's sales tax. He al so asked whether she generally

woul d advertise the trip as "the cost plus tax and fees."

M5. DUNLAP replied that her conpany's trips take place outside

t he borough and aren't subject to the sales tax. |If she had to
deal with it, however, she surm sed that she would roll it into
the total cost, since she doesn't break down other costs. In
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response to a question from Representative Lynn, she specified
that the 5.5-hour guided tour [to Pack Creek] costs $475 per
person and includes all fees, guiding by naturalists, and the
flights. She voiced concern about pushing that cost any higher.

Nunber 0442

BOB JANES, Owner, Gastineau Guiding Conpany, infornmed nenbers
that his conpany generally takes people on day hikes in [the

Juneau area]. He suggested that people at sonme tine would be
willing to support this kind of a wildlife conservation pass
but said this bill scares him - it is premature and the

ram fications haven't been considered thoroughly. Asking why it
applies only to commercial operators, he suggested all visitors
to Al aska should pay for the pass, because they cone to Al aska
to view and enjoy the wldlife. Reporting that his conpany
includes sales tax in Juneau in its net price, he said none of
the taxes or trail-use fees are broken out and shown separately;
this would be a tax to the conpany as a commercial operator, he
sai d. Acknowl edging that it is a tough question, he suggested
considering residents as possible viewers and enjoyers of
Al aska's wildlife as well.

MR. JANES al so expressed concern about where the funds will go
and how this will be adm nistered. Speaking in support of nobney
to gain federal matching dollars to help enhance wldlife
prograns, he suggested it is unfair to push the burden onto
commercial tour operators, and that perhaps it could be

challenged in the long run. Wth regard to how it wll be
adm nistered, M. Janes offered his experience that if it 1is
enacted quickly, it will be a nightmare to collect the fees and

figure out how to get them [to the state]. He pointed out that
for his conpany's tours, sonme people arrive on cruise ships and
sonme by pl ane.

MR.  JANES spoke against applying this only to conmercia

operators. He asked how it will be assessed fairly if soneone
takes a $4,000 tour, as opposed as soneone who pays for a $30
hi ke from his conpany. He questioned how that would bal ance

out, noting that people who go up on the [Munt Roberts Tramway]
pay $22 for that, and would have to add another $15, nearly
doubling the price.

TAPE 03-17, SIDE A
Number 0001
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MR JANES said he didn't necessarily oppose a wldlife
conservation pass, which in the long term could have good

inplications for a state |like Al aska, but offered his belief
that such legislation hasn't passed in other states "because it
scared them too," since there are real operational and other

reasons that this hasn't been instituted in other states wth
wildlife.

REPRESENTATI VE GATTO asked M. Janes whether he'd support it if
the cost were "15 percent of the fee or $15, whichever is less."

MR. JANES said he'd think about it. He added that if it is only

applied to comrercial operators, he believes there will be a
need to balance it out, based on the price of different tours
and experiences. Forenost, he said, he believes that all

visitors should pay it, not just those who choose to go out on a
comercial trip.

REPRESENTATI VE GATTO asked whether M. Janes would support it if
it cost |ess.

MR. JANES replied, "If you can convince ne that only commerci al
operators should be paying it, then I guess | would support it.
But ... | don't believe that only commercial operators should be
paying it. At this point, | believe all visitors - if we're

going to have a pass - should be paying it as well."
Nunber 0204

MR. JANES, in response to a question from Co-Chair Fate, said
the majority [of his clients] now are from the cruise ships,
al though the conpany is working hard to devel op new "products”
for independent visitors because of having been told that it is
the market that the Juneau Convention & Visitors Bureau (JCVB)
is hoping to bring to Juneau, since those people are spending
"overnight dollars" staying at hotels, eating at restaurants,
and so forth.

Number 0277

CO CHAIR FATE asked M. Dunlap whether many people in her
busi ness cone fromthe cruise ships.

M5. DUNLAP answered, "Not the majority.” [The renai nder of her
answer was i ndiscernible on tape.]

HOUSE RES COW TTEE -31- March 14, 2003



COCHAIR FATE conveyed his desire to nove the bill from
commttee that day. He asked that testifiers limt their
coments to about three m nutes.

Number 0344

REPRESENTATI VE KERTTULA pointed out that this will have a |ot of
i npact on her constituents, and said there are nmjor issues,
including constitutional and tax questions, as well as how to
hel p smal | er operators. She expressed hope that the bill would
be considered at nore than one hearing. She then asked how
Gasti neau Qui di ng Conpany books tours.

MR. JANES said it is a mx. The tours can be purchased on the
cruise ships, from the conpany's web site, or through wal k-up
sales at the counter in Juneau. The conpany does sales in
probably five different venues, he said, noting that other
travel agents sell his conpany's tours as well.

REPRESENTATI VE KERTTULA asked whether the target market 1is
i ndependent travelers or |ocals who want the educational aspect.

MR, JANES replied, "W're there to provide education to people

that want it. ... W don't feel as a comrercial operator that we
shoul d be penalized, or penalize our customers that are there to
get ... educated by a professional in the field." He said he
thinks the independent narket is the one that wll affect nost

operators in Al aska, because of the direct conpetition [for]
travelers who cone to Alaska on their own and are trying to
deci de whether to spend nobney on a tour. "And $15 doesn't sound
li ke much," he explained. "But if adds another $15 to a $60
tour, they're going to think tw ce about whether they want to go
out on that tour or whether they want to do it on their own.
And that's going to be lost revenue ... in many ways."

Number 0531

REPRESENTATI VE KERTTULA, noting that M. Janes has been an
operator for a long tine and has extensive Al askan know edge

asked him whether the independent market is what Juneau and
Sout heast Al aska are trying to target. She noted that there is
a great cruise ship industry in Southeast Al aska already, but a
desire for a bigger independent narket.

MR. JANES offered his belief that the independent nmarket is

crucial in Juneau, since it brings noney to other businesses in
Juneau.
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Number 0607

REPRESENTATI VE GATTO asked whether nost people who arrive in
Juneau on a cruise ship have stopped sonewhere else [in Al aska]
bef or ehand.

MR. JANES surm sed that 90 percent have. In further response,
he agreed that nmany cruise ship passengers would be taking nore
t han one excursion.

REPRESENTATI VE GATTO suggested that such a person already woul d
have a pass.

Nunmber 0680

GEORGE H. REIFENSTEIN JR, General WManager, Mount Roberts
Tramnay, noted that Munt Roberts Trammay is wholly owned by
Gol dbel t | ncor por at ed ("CGol dbel t"), t he ur ban Native
corporation for the Juneau area. He indicated that of the
180,000 to 200,000 visitors who take the trammay yearly, about
60 percent are off cruise ships; others are independent
travelers who have arrived by ferry or airplane, and often
people go on the tram with famly nmenbers who |ive in Juneau.
I ndi cating Gol dbelt al so operates d acier Bay tours and cruises,
as well as cruises out of Ketchikan, he said the conpany is
maki ng forays into the tourismnmarket. He remarked:

What we see are very tight operating margins. And
particularly in recent years, we see visitors on a
budget. You just need to | ook around at what's going
on in, particularly, May and ... Septenber, and you'l]l
see that the people up here are on very tight budgets;
they're choosing their tours very carefully. W' ve
seen in recent years where a tour that was $100 for a
short cruise, say, down to ... Tracy Arm was taken up
by $15 and that elasticity wasn't there for the
publi c. And, consequently, nunbers considerably fell

off in the follow ng year
Number 0788

MR. REIFENSTEIN noted that his conpany already has this year's
pricing information out, as others had testified simlarly. He
mentioned bird watching, whale watching, and hiking as being
fairly lowpriced, and confirned that the tramticket costs $22;
adding $15 [for the proposed pass] would create a real sales
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chall enge, resulting in great erosion for the conpany and
precluding the ability to make necessary paynents on the $17-
mllion facility. He told nenbers:

This is obviously a targeted neasure that one would
call a "head tax." Tourism is already struggling in
this state. We're losing our market share. W have
this problem where we aren't getting the word out to
enough ... of the public out there in America, Europe,
wher ever . And tourism has been flat, ... and many,
many venues are not seeing nuch at all.

This year, we're looking at a lot of wuncertainty,
given ... the state of just international affairs.
And ... something like this [pass] could significantly
tip the scale. [AIl] it takes is a negative article
[in] one of the big New York papers or East Coast
papers, and people start -- you know, we don't | ook
real good. W don't need that in the tourismindustry
right now. W're trying to do the right thing here.
W're the second-largest private enployer in the
state. And we believe that ... the noney that's
comng in through these tourism dollars does funnel
down around the state. And we would just ask for due
consideration as this progresses.

Nunmber 0947

REPRESENTATI VE GATTO asked whether perhaps people who pay the
$15 m ght take additional trips because of not having to pay the
f ee agai n.

MR. RElI FENSTEI N said he didn't know.
Nunmber 1056

REPRESENTATI VE WOLF referred to M. Reifenstein's figure that 60
percent of those using the tram are off cruise ships. He asked
whet her these people already would have purchased the pass
[ el sewhere].

MR. REI FENSTEIN said no, indicating that a nunber of people who
ride the cruise ships don't get off in port; he cited weather as
one factor. Noting that people on a budget may wander around
and select one tour, if any, he added, "They are not all going
on tours, and they aren't all doing sonmething in every port."
He said it's very different from the way it used to be. In
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response to a coment from Representative WIf, he expressed
hope that the price structure of the trammay will be enough to
entice those people who do | eave the ship.

Number 1084

REPRESENTATI VE GATTO asked where the [typical] independent
travel er in Southeast Alaska is fromand what that person does.

MR. REI FENSTEIN said there are a | ot of denographic studies, but
noted that a lot of people cone from Wshington, O egon,
California, Florida, New York, and Illinois, as well as from
across the United States. Some years, he noted, a lot of
Italians visit, for exanple; there are variations in the foreign
visitors, which he suggested depends on how the currency 1is
val ued against the U S. dollar.

REPRESENTATI VE KERTTULA asked whether trammay tickets are sold
through the cruise line itself, and whether the conpany gets the
sanme return on such a ticket.

MR. REI FENSTEI N expl ained that the conpany has an arrangenent
with the cruise lines, which go to work to sell the tickets on
board for a comm ssion. Some travelers may opt not to buy on
the ship, however, and may cone directly to his conpany's desk

Number 1184

REPRESENTATI VE KERTTULA i nquired about any occasi ons when prices
have gone up [on shore] without the ability to raise the sane
prices on the ships. She al so asked whether that risk exists
with a fee such as this.

MR. REI FENSTEIN noted that insurance prices have doubled this
year for many in the industry; he indicated that nust be
absorbed by the industry, since the prices are set already. In
response to a further question, he added, "W probably have five
to ten people a day who call in and request information, and we
send that pricing information out to them so we've already told
them what the price is for this year."

CO-CHAIR FATE announced the intention of hearing from a
testifier present from out of town;, he expressed hope that
testifiers on teleconference that day would be able to
participate at the next hearing on Monday, March 17.

Number 1346
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MARK MORONES, Communications Director, Alaska Travel Industry
Associ ation (ATIA), told nenbers that nany of the points he'd
intended to make had been stated already by testifiers, since
ATI A has about 1,000 nenbers and represents businesses from
those the size of cruise [lines] to nom and-pop operations. He
said ATIA's nmenbership includes a lot of small businesses that
he believes would be directly inpacted by HB 163: 92 percent of
its nmenbership is [from busi nesses of fewer than] 50 people, and
50 percent is [from businesses of fewer than] 5 people.

MR. MORONES acknow edged the significant state fiscal concerns
and expressed appreciation for the efforts of the adm nistration
and the legislature to control spending and identify new funding
sources. However, he said that's about as far as he could go in
supporting this particular bill. He pointed out that from a
mar ket i ng perspective, the bill fosters a negative perception of
the state. As the person who oversees [ATIA s] public relations
contract, M. Mrones cited testinony that this nonconsunptive-
user fee is a novel concept. Also pointing out the nedias
tendency to renenber unique things, he said this isn't the type
of nessage he wants to present to the national narket of
potential visitors to Al aska.

Number 1497

MVR. MORONES reported that ATIA has concerns about the
adm nistration and policing [of the proposed pass], mnmany of
which had been nentioned [by other testifiers]. He also
concurred with M. Reifenstein's characterization of this as a
targeted tax, saying the statewi de association is against it
because it appears punitive in nature and goes against the
perception of Alaska as a destination. Suggesting it also is
divisive with respect to various sectors of the industry that
ATI A represents, he said:

W have been, as an organization, nuch nore anenable
to the concept of broad-based taxes that would evenly
i npact, across all sectors. W think that's probably,
from our standpoint, the fairest way that we can go

and have everybody bear ... the cost of potenti al
revenue- generating devices.

Number 1619

MR. MORONES enphasized the desire to increase the market share
in Alaska through generating additional funding for [ATIA s]
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touri sm marketi ng program Wth regard to what the broad-based
fundi ng mechani sm could be, he said the board is |ooking at that

now, and will probably go to the adm nistration and | egislature
soon wth sonme concepts about distributing that burden fairly
anong various sectors in the communities. Acknow edgi ng the
challenge of finding a solution, M. Morones  expressed

confidence that there are potentially better solutions as far as
t he amount of revenue that coul d be generated.

MR. MORONES pointed out that the fiscal note for HB 163
indicates there is 5 percent industry gromh. However, he cited
a study conducted by [the MDowell G oup] that |ooked by region
across Al aska, "through ATIA nenbers and non-ATI A nenbers,"” and
showed that growth has flattened out; he suggested the last tine
there was 5 percent growh was probably 1997. He nentioned 3.1
percent [growh] in 1999, 0.8 percent in 2000, and 0.16 in 2001;
he offered the belief that it was flat in 2002. He suggested
that although the cruise industry had increased capacity through
noving nore vessels from the Mediterranean and Europe,
i ncreasing capacity by 12 percent, the actual increase in people
being brought up [to Alaskal] was 4 percent. "We've seen a
signi ficant decl i ne in non-cr ui se traffic,” he added,
reiterating the belief that there is a better nechanism to
generate revenue. He expressed the desire to be at the table
for that discussion. He specified that ATIA doesn't support
this [wldlife conservation] pass.

Nunmber 1766

CO CHAI R FATE asked when ATIA proposes to take the package that
its board has been working on to the governor.

MR, MORONES replied, "W're waiting for the ... details right
now. " He said there are a lot of voices to be heard on this,
and expressed hope that it would be fairly soon. He reiterated
that the board is actively working on it.

Number 1806

REPRESENTATI VE KERTTULA recalled that the marketing structure
had been changed conpletely, and that the state does little
toward it, whereas ATIA has taken it over.

MR. MORONES explained that ATIA is a consolidation of the ATMC
[ Alaska Tourism Marketing Council], the Alaska Visitors
Associ ation, and conponents of the "division of tourism"” He
said one concept envisioned in the "mllennium plan" was | ooking

HOUSE RES COW TTEE -37- March 14, 2003



to increase tourism marketing overall "by reaching a point of
$10 million, which is our marketing budget for this year."

MR. MORONES reported that 60 percent of that budget cones from
[ ATIA's] private nenbership - from nenbership fees, $2 mllion
in voluntary contributions from the cruise l|ines, and about
$900, 000 from "our convention and visitor bureaus." Noting that
the industry has seriously taken on the chall enge of seeing what
it can do to expand the marketing nessage, he renarked:

Quite frankly, we have just about ... tapped the |eve

of contribution that we can ask of our nenbers and be
able to provide to them the kind of [cooperative]
marketing prograns that they can participate in,
bearing in mnd that the majority of our nenbers are
pretty small [businesses], and that's why they' re part
of our association, is to be able to leverage onto
that big marketing picture. So [as] a part of that
deal over these last few years, we have increased our

contri bution and t he state has decr eased its
contri bution. So we have $6 mllion in order to
generate the $4-mllion match fromthe state.

Number 1906

MR MORONES concl uded:

Under the current operating budget, that is where we
woul d be at again for the comng fiscal year. And so,
one of the concerns that we do have ... when we've
seen ... the proposal for the conservation pass and
the suggestion of a seasonal sales tax [also proposed
by the governor] that would generate $35 mllion in
revenue for the state - that's a potential double hit
to our industry, wthout seeing any kind of return to
our marketing program

So we realize that there's a |lot nore novenent ... to
go toward sone sort of sustainable funding source. W
don't think that HB 163 is that vehicle, but ... we
would like to be at the table to nmeaningfully

participate in those conversations.

Number 1950
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CO CHAI R FATE thanked participants, suggesting there mght be
areas in which the bill could be inproved. [HB 163 was held
over. ]

ADJ OQURNMVENT

There being no further business before the commttee, the House
Resources Standing Committee neeting was adjourned at 3:07 p.m
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