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HOUSE CONCURRENT RESOLUTI ON NO. 17

Expressing the legislature's support for sale of a portion of
Al aska's North Slope natural gas for electrical generation to
power data centers within the North Sl ope Borough.

- HEARD AND HELD

HOUSE BI LL NO. 249
"An Act relating to disposal of certain property acquired by the
agricultural revolving |loan fund."

- MOVED HB 249 QUT OF COW TTEE

HOUSE Bl LL NO. 244

"An Act relating to a grant of state land to the Denali Borough
for a railroad and utility corridor and a railroad devel opnent
project; repealing provisions relating to a grant of a right-of-
way of land for a railroad and utility corridor to the Al aska
| ndustrial Devel opnment and Export Authority; and providing for
an effective date."

- MOVED HB 244 OUT OF COW TTEE

CONFI RVATI ON HEARI NGS
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Board of Fisheries

Dr. John R VWhite - Bethel
Russell Nelson - Dillingham

- HEARD AND HELD
PREVI QUS ACTI ON
BILL: HCR 17

SHORT TI TLE: SALE OF NATURAL GAS TO POWER DATA CENTERS
SPONSOR(S): RLS

Jrn-Date Jrn- Page Action

04/ 20/ 01 1096 (H READ THE FI RST TI ME -
REFERRALS

04/ 20/ 01 1096 (H RES

04/ 23/ 01 (H RES AT 1:00 PM CAPI TOL 124

BILL: HB 249
SHORT TI TLE: AG REVOLVI NG LOAN FUND PROPERTY DI SPOSAL
SPONSOR(S) :  REPRESENTATI VE( S) JAVES

Jrn-Date Jr n- Page Action

04/ 20/ 01 1097 (H READ THE FI RST TI ME -
REFERRALS

04/ 20/ 01 1097 (H RES

04/ 23/ 01 (H) RES AT 1: 00 PM CAPI TOL 124

BILL: HB 244
SHORT TI TLE: Rl GHT- OF- WAY TO DENALI BOR FOR RR/ UTI L.
SPONSOR(S): REPRESENTATI VE( S) JAMVES

Jrn-Date Jr n- Page Action
04/ 11/01 0959 (H READ THE FI RST TI ME -
REFERRALS
04/ 11/01 0959 (H TRA, RES
04/ 17/ 01 (H TRA AT 1: 00 PM CAPI TOL 17
04/ 17/ 01 (H Heard & Held
M NUTE( TRA)
04/ 19/ 01 (H TRA AT 1: 00 PM CAPI TOL 124
04/ 19/ 01 (H Moved Qut of Commttee
M NUTE( TRA)
04/ 20/ 01 1094 (H TRA RPT 3DP 2NR
04/ 20/ 01 1094 (H DP: SCALZI, MASEK, KOHRI NG
04/ 20/ 01 1094 (H NR: KOOKESH, KAPSNER

HOUSE RES COW TTEE - 2- April 23, 2001



04/ 20/ 01 1094 (H) FN1: (DNR)

04/ 20/ 01 1095 (H FI N REFERRAL ADDED AFTER RES
04/ 20/ 01 1103 (H COSPONSOR(S): HARRI'S, W LSON
04/ 23/ 01 1151 (H COSPONSOR( S):  SCALZI

04/ 23/ 01 (H RES AT 1: 00 PM CAPI TOL 124
W TNESS REQ STER

BOB EVANS

Netricity, LLC

Box 100384

Anchor age, Al aska 99510

POSI TI ON  STATEMENT: Provided opening renmarks regarding

Netricity's proposed project.

JAMVES DODSQN, Executive Vice President

Andex Resources, LLC

Vice President, Netricity, LLC

(No address provided.)

POSI TI ON STATEMENT: Presented Netricity's proposed project on
the North Sl ope.

MARK MEYERS, Director

Division of Ol & Gas

Department of Natural Resources

550 W7th Avenue, Suite 800

Anchor age, Al aska 99501- 3560

POSI TI ON  STATEMENT: Presented the division's views on
Netricity's proposed project.

KEVI N BANKS, Petrol eum Market Anal yst

Division of Ol & Gas

Department of Natural Resources

550 W7th Avenue, Suite 800

Anchor age, Al aska 99501- 3560

POSI TI ON STATEMENT: Provi ded additional information regarding
the division's study of natural gas.

PAUL FUHS, Lobbyi st

Paci fic Yukon Corporation
1635 Sitka Nunber 301
Anchor age, Al aska 99501
PCSI TI ON STATEMENT

BARBARA COTTI NG, St aff

to Representative Jeanette Janes
Al aska State Legislature
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Capi tol Building, Room 214

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified on behalf of the sponsor of HB
249.

REPRESENTATI VE JEANETTE JAMES

Al aska State Legislature

Capi tol Building, Room 214

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as the sponsor of HB 249 and HB
244.

CAROL CARROLL, Director

Di vi sion of Support Services

Departnent of Natural Resources

400 W1 1 oughby Avenue

Juneau, Al aska 99801-1724

POSI TI ON STATEMENT: Testified that DNR isn't certain that HB
249 corrects an oversight in [HB 116].

DEREK MORRI S, Far ner

HC 30 Box 5329- AO

Wasi |l | a, Al aska 99687

POSI TI ON STATEMENT: Testified in support of HB 249, but wants
to ensure that the board obtains the maximum return to the
state.

GARY STROVBERG, Farner
(No address provided.)
POSI TI ON STATEMENT: Expressed concern with the RFP.

HARVEY BASKI N, Far nmer
(No address provided.)
POSI TI ON STATEMENT: Testified in support of HB 249.

ROBERT FRANKLI N, President

Al aska Farm Bur eau

PO BOX 75184

Fai r banks, Al aska 99707

POSI TI ON STATEMENT: Testified in support of HB 249.

RACHEL HECKER

PO Box 870349

Wasil | a, Al aska 99687

POSI TI ON  STATEMENT: Testified to the need to have open
conpetitive bidding.
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TODD HECKER

PO Box 870349

Wasi |l a, Al aska 99687

POSI TI ON STATEMENT: Testified on the need to dispose of
[ Poi nt MacKenzie] properties.

MARK BROUI LLET

PO Box 877465

Wasilla, Al aska 99687

POSI TI ON STATEMENT: Testified in support of HB 249.

DAVI D HECKER, Part ner

Bl ack Sun Farnmns

PO Box 870349

Wasi |l | a, Al aska 99687

PCSI TI ON STATEMENT: Testified on HB 249.

CRAI G TRYTTEN, Dairy Farmer
(No address provided.)
POSI TI ON STATEMENT: Testified in support of HB 249.

JOSEPH FI ELDS, Presi dent

Kanti shna Hol di ngs, Inc.

PO Box 71047

Fai r banks, Al aska 99707

POSI TI ON STATEMENT: Testified in support of HB 244.

NANCY BALE, President

Denali G tizens Counci

PO Box 240054

Anchor age, Al aska 99524

POSI TI ON STATEMENT: Expressed concerns.

LI NDA PAGANELLI
(No address provided.)
POSI TI ON STATEMENT: Testified in opposition to HB 244.

JOAN FRANKEVI CH, Regional Staff
Al aska Regional Ofice
Nat i onal Park Conservation Association

POSI TI ON STATEMENT: Testified in opposition to HB 244.

DR. JOHN R VWH TE, Appointee

Al aska State Board of Fisheries
PO Box 190

Bet hel , Al aska 99559

t he
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POSI TI ON  STATEMENT: Testified as appointee to the Board of
Fi sheri es.

RUSSEL NELSON, Appoi ntee

Al aska State Board of Fisheries

PO Box 161

D Ilingham Al aska 99576

POSI TI ON  STATEMENT: Testified as appointee to the Board of
Fi sheri es.

PAUL A. SHADURA |1, Self-appointed Board of Fisheries nom nee

PO Box 1632

Kenai, Al aska 99611-1632

POSI TI ON  STATEMENT: Presented the House Resources Standing

Commttee with reasons to consider him for a position on the
State of Alaska Board of Fisheries, after briefly testifying in
opposition to the reappointnment of Dr. John Wite.

JUDE HENZLER, Executive Director

Bering Sea Fi shernen's Associ ation (BSFA)

725 Christensen Drive

Anchor age, Al aska 99501

POSI TI ON STATEMENT: Testified in support of the reappointnent
of Dr. John Wite and M. Russell Nelson to the Board of
Fi sheri es.

ROBERT W LLI AMS

PO Box 206

Kasi | of, Alaska 99610

POSI TI ON STATEMENT:  Spoke in opposition to the reappoi ntnent of
Dr. John Wiite to the Board of Fisheries.

KEN LARSON

1074 Eliz Street

North Pol e, Al aska 99705

POSI TI ON STATEMENT: Testified in support of the reappointnent
of M. Nelson and Dr. White to the Board of Fisheries.

VI RG L UVPHENOUR

878 Lynnwood Way

North Pol e, Al aska 99705

POSI TI ON STATEMENT: Testified in support of the reappointnent
of M. Nelson and Dr. Wiite to the Board of Fisheries.

PATRI CK BOCKEY

PO Box 55194
North Pol e, Al aska 99705
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POSI TI ON STATEMENT: Testified in support of the reappointnent
of M. Nelson and Dr. Wiite to the Board of Fisheries.

CARL ROSI ER, President

Al aska Qutdoor Council (AQCC)

8298 Garnet Street

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified in support of the reconfirmations
of M. Nelson and Dr. Wite.

REUBEN HANKE

PO Box 624

Kenai, Alaska 99611

POSI TI ON STATEMENT: Testified in support of the reconfirmations
of M. Nelson and Dr. Wite.

JOE HANES

PO Box 3132

Sol dot na, Al aska 99669

POSI TI ON STATEMENT: Testified in support of the reconfirmations
of M. Nelson and Dr. White to the Board of Fisheries.

DREW SPARLI N

37020 Cannery Road

Kenai, Alaska 99611

POSI TI ON  STATEMENT: Testified in opposi tion to t he
reappoi ntnent of Dr. John Wiite to the Board of Fisheries.

AUSTI N AHVASUK

PO Box 1292

Norme, Al aska 99762-1292

PCSI TI ON STATEMENT: Recommended Dr. John White and M. Russell
Nel son for confirmation to the Board of Fisheries.

ACTI ON NARRATI VE

TAPE 01-40, SIDE A
Number 0001

CO CHAIR BEVERLY MASEK called the House Resources Standing
Commttee neeting to order at 1:15 p.m Representati ves Fate,
Green, Chenault, Stevens, Msek, and Scal zi were present at the
call to order. Representatives MQ@ire, Kapsner, and Kerttula
arrived as the neeting was in progress.

HCR 17- SALE OF NATURAL GAS TO POVNER DATA CENTERS
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CO CHAI R MASEK announced that the first item of business would
be HOUSE CONCURRENT RESCLUTION NO 17, Expressing the
| egi slature's support for sale of a portion of Alaska's North
Slope natural gas for electrical generation to power data
centers within the North Sl ope Borough.

Number 0150

BOB EVANS, Represent ati ve, Netricity, LLC, informed the
committee that Netricity is a conpany that was forned to place
an Internet data center on the North Slope by using Al aska
natural gas to generate the power for the data center. \V/ g
Evans remarked that projects such as this don't cone along
often, but when they do it is inportant for the state to review
the follow ng. Firstly, do the people have the credibility to
do what they say they are going to do. Secondly, do they have
the finances to do what they propose. Thirdly, will they have a
commtnment to Alaska that wll benefit Al aska. He felt that
after the presentation, the conmmttee will agree that this is an
exciting opportunity for Al aska.

Number 0309

JAMVES DODSON, Executive Vice President, Andex Resources, LLC
Vice President, Netricity, LLC, testified via teleconference.
He infornmed the commttee that the ownership of Netricity, LLC,
is currently 75 percent MDU Resources Group and 25 percent Andex
Resources, LLC. Andex Resources, LLC, is a private conpany that
is primarily engaged in natural gas exploration and production

Netricity, LLC, is interested in building a power plant on the
North Slope co-located with the natural gas reserves |located in
or near the Prudhoe Bay unit. The purpose would be to utilize
the electricity generated on the North Slope in data centers
packed with conputes that host websites and process data over
the Internet. Those conputers would be connected with the Lower
48 and Asia via fiber optics that already exists between Al aska
and the Lower 48 and Asi a.

MR. DODSON explained that the plan would be to purchase up to
118 mllion cubic feet (MCF) of natural gas per day from the
State of Al aska out of its royalty share of gas. That anount of
gas would sufficient to power approximately a 500-negawatt
facility, which anmounts to nore power than the Cty of Anchorage

CONsSunes. He noted that [Netricity, LLC] is looking at a
600,000 to 1 mllion server size facility in excess of 1 mllion
square feet in size. That size facility is currently being

permtted in the Silicon Valley area by US Dataport.
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MR. DODSON expressed the belief that Al aska is uniquely poised
to take advantage of this opportunity because it has a |arge
anount of natural gas that is underutilized on the North Sl ope
and has a "stout" fiber-optic connection between the Lower 48
and Asi a. Furthernore, the North Slope has the anbient cooling
and dry weather that any data center would want. The North
Sl ope also has trenmendous physical site security because there
is basically one access road. The ability to strictly contro
access to Internet data centers is very inportant. Fur t her nor e,
the reliability of power is very inportant because one of the
| argest problens faced by Internet data centers in the Lower 48
is the lack of available power. Mor eover, the power being
utilized in the Lower 48 is power that isn't really designed for
the data centers; the power isn't clean or constant. Therefore,
M. Dodson felt that isolating this function on the North Sl ope
could provide a quality advantage, a cost advantage, a physica
security advantage, and a cooling advantage in conparison to the
Lower 48.

Nunmber 0785

MR, DODSQON, in response to Representative Fate, reiterated that
this data center would use approxinmately 118 ntf of gas a day.
The current plans for noving gas off the North Slope are in the
nei ghborhood of 4 bcf (billion cubic feet) a day pipeline and
thus Netricity would be one-fortieth of that nunber. However
Netricity's use would be on the North Sl ope and woul dn't detract
or displace any gas going into the pipeline.

REPRESENTATI VE FATE asked if that anounts to about one-quarter
of that 12.5 percent royalty. Representative Fate explained
that he was basing that on 4 bcf. He also inquired as to the
exact share of the 12.5 percent royalty on gas that the state
currently enjoys.

MR. DODSON answered that approximately 8 bcf a day is being
funnel ed through Prudhoe Bay today. Therefore, Netricity would
be | ooking at one-eightieth of that anount. The state's share
of that 8 bcf a day anounts to roughly 1 bcf a day and thus
Netricity would be | ooking at one-tenth of that anount.

Number 0923
REPRESENTATI VE GREEN inquired as to the location of this and

inquired as to what would be done with the power that is
gener at ed.
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MR. DODSON explained that the power would go to a data center
that is located approxinately 100 feet to .5 mle maxi num from
the power plant. The data center would use the power right
there on the North Sl ope. M. Dodson related the basic theory
that it doesn't nake sense to push gas, for exanple, from Texas
to New York to burn in a power plant that powers a data center
in New York when the light, that data in the form of photons,
could be sent [to the location of the power]. Therefore, the
| ocation of the Internet data host doesn't matter but rather
it's inportant to be able to nove the electrons to the |ocation
where the conputers are being powered. So, sonme of Alaska's
former di sadvantages, its renoteness, colder clinmate, and |arge
i sol ated gas supply, are viewed as advantages for this project.

REPRESENTATIVE GREEN related his understanding that 500
megawatts woul d be a "nmanmot h" conmuni cati on center.

MR. DODSON agr eed. Dependi ng upon the size of the servers and
processors and their individual process demands, he estinmated
that there would be between 600,000 to 1 mllion servers and
conputers working in this facility. In further response to
Representative Green, M. Dodson explained that the data would
arrive via a GCl system that goes from Seattle to Anchorage and
round to Valdez on to the Trans-Alaska Pipeline to Fairbanks.
Then there would need to be a snaller fiber-optic system that
woul d have to be dug from Fairbanks to the Prudhoe Bay field.
Anot her route would be the Wirld Communications Infrastructure,
Inc., (WCl) that noves from Fairbanks along the Al aska Railway
system down to Anchorage, out to sea, and down to Portland.
Both the GCI and WCI |ines have connections to the North Pacific
cable to Asia, specifically Japan.

MR. DODSON, in response to Representative Geen, informed the
commttee that based on discussions wwth GCI and what Netricity
views as dry land changes - nerely a switching of gear -
Netricity believes that there wll be sufficient capacity and
redundancy to handle the data traffic from the facility
envi si oned.

REPRESENTATI VE GREEN inquired as to the royalty gas purchase
price rate.

MR. DODSON answered that the price has yet to be negotiated with
the comm ssioner of the Departnent of Natural Resources, if the
contract is finalized and approved by the |egislature. M.
Dodson said that there has been review as to when a pipeline
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would be installed on the North Slope and its vol unes. From
that, a net present value of natural gas was determned for a
typical 1,000 cubic foot unit on the North Sl ope at a 10 percent
di scount. The following three scenarios were devel oped: 65 tcf
(trillion cubic feet) noving out at 2.5 bcf a day; 65 bcf noving
out at 4.0 bcf a day; 35 tcf noving out at 4.0 bcf a day. From
those the highest net present value for the gas currently was
deternmined to be $.36. When that nunber, $.36, was presented to
the Division of Ol & Gas, the departnent's econonm st said that
it has to determine what gas is worth in the natural gas market.
However, Netricity doesn't see a natural gas market to tie to
and thus the aforenentioned scenarios were utilized. Al t hough
selling into Chicago is a different nmarket than selling on the
North Slope, it was difficult to determ ne how el se to develop a
nunber .

Number 1355

REPRESENTATI VE GREEN referred to page 2 of HCR 17, which refers
to "substantial added value to Al aska's natural gas resources".
Al t hough he wasn't sure what "substantial" is, he suggested that
$.36 is somewhat |ow. Therefore, he asked if Netricity is
prepared to nove forward if the cost is higher.

MR. DODSQON, in response to whether the project would still be
wor kabl e at $.72, said that the nunbers would have to be run
agai n. Al though he said that it could probably work, he noted
that other factors come into play such as the debt the conpany
could obtain and whether the North Sl ope Borough would help the
conpany underwite some notes to |ower costs. M. Dodson
pointed out that the ability to bring the data centers to the
North Slope is inversely proportionate to the cost of the
electricity. Therefore, the lower the cost of the gas, the
lower the <cost of the electricity, which increases the
i kelihood of placing a data center at +the North Sl ope.
However, in the end the Internet data center nmarket will be the
determ ning factor.

MR. DODSON pointed out that the $.36 was not an attenpt to |ow
ball the project but rather it was based on discount scenarios
based on what was viewed as possible pipeline scenarios.
Furthernore, Netricity would be conpeting with a different
mar ket [ because] the gas would be used on the North Sl ope. M.
Dodson inforned the commttee that he had attended a conference
on Arctic gas at which Governor Know es estimted that Al aska
has around 70 years worth of gas to nove out at 4 bcf a day.
Therefore, regardless of what Netricity does or doesn't do on
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the North Slope, 4 bcf a day will nove out. If Netricity is
able to cone in and create an increnental one-tenth of a bcf a
day market, basically Netricity would be using gas that is cued
to nove forward. Since there is so nuch gas waiting to nove
down the pipeline, Netricity is saying that it can turn it into
cash now whil e enploying Al askans, adding value to the resource,
and placing Alaska in the position of being a najor node on the
| nternet.

REPRESENTATI VE GREEN reiterated that his concern is in regard to
the "substantial added val ue". He noted that gas sales to the
M d-continent (ph) are perhaps only one of three alternative
under review. Representative Green said that he nerely wanted
to be sure that the project wasn't hinging on a fairly |ow
val ue.

Nunmber 1678

MR. DODSQON, in response to Representative Stevens, estinmated
that there would be between 250-300 full-time jobs if the power
plant can reach 500 negawatts and the data center is fully
built. Those jobs will be on a schedule simlar to that used by
the oil industry, a two weeks on/two weeks off schedul e.

REPRESENTATI VE STEVENS asked if there is any conmtnent to train
and enpl oy Al askans.

MR. DODSON replied yes and remarked that there are two nmajor
opportunities. First, there is the opportunity to bring in
Native Alaskans and allow them to train at the University of
Al aska. The work would nmainly be swapping out boards and power
supplies when things fail. Second, if Native Al askans can be
utilized for this enploynent, they could have the opportunity to
access both the cash econony and the subsistence econony. That
is with a two weeks on/tw weeks off schedule, Native Al askans
can maintain nore of a Native lifestyle while still accessing a
cash econony.

MR. DODSON, in response to Representative Fate, answered that
the 500 negawatts and the 118 ntf are peak |oads. Therefore
the data center wouldn't run at that capacity all the tine.
Nunmber 1834

MARK NMEYERS, Director, Division of GOl & Gas, Departnent of

Nat ural Resources, testified via tel econference. On the surface
Netricity's proposal is "a neat idea" and the division is
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delighted with the possibility of selling gas on the North
Sl ope. Al though there is no initial opposition to the sale of
North Slope gas, there is [a question] as to what that gas is
wor t h. In order to provide a baseline, M. Myers informed the
commttee that gas is sold to run utilities and to help fund
TAPS [and from that the division] receives $1.12 in ncf.
Therefore, the $.36 proposed by Netricity is roughly 25 percent
of what is received from the current gas sales on the North
Slope and is 10 percent less than the current retail value of
that gas in Chicago. M. Meyers said that the real question is

how one evaluates | ar ge, signi ficant vol unes of gas.
"Certainly, if we wre to value it wunder what we could
conpetitively get for the gas, it wowuld be a substantial
subsi dy, on the order of tens of mllions of dollars

potentially, which would go directly against royalty value that
again, is noney directed to the permanent and general fund," he

sai d. Therefore, there is the challenge to [find] a realistic
and fair valuation nmechanism for this major sale of gas while
[dealing] with a long-term contract. A long-term option woul d

be difficult without having a better handle on the valuation of
North Sl ope gas.

Nunber 1949

KEVI N BANKS, Petroleum Market Analyst, Division of Ol & Gas,
Departnent of Natural Resources, testified via teleconference.
M. Banks nentioned that when he first heard of Netricity's
proposal he viewed it wth skepticism which has since grown
into excitenent. There is real nmerit in what Netricity wants to
do. However, "It all depends on the price,” he said. At this
point, there are many proposals for sales of North Sl ope gas and
it seens that the state is in a sonewhat uncertain position in
regard to what wll nove forward. M. Banks informed the
commttee that as part of the fast track budget and the
governor's initiative to conmercialize natural gas on the North
Sl ope, the division has proposed a couple of studies that wll
| ook at the in-state demand for natural gas, how royalty in-kind
gas mght be used to neet that demand, and the inportant
mechani snms that should be considered when devel oping the val ue

of the natural gas. Al t hough these studies haven't begun,
funding has been received for part of them The division
intends to develop an RFP and nove forward on these studies
soon. M. Banks pointed out that a best interest finding is
required in any disposition of royalty oil in-kind. Therefore,
these studies wll support the findings that the comm ssioner
will have to nmake before selling the gas. For those reasons,
the division intends to nove forward and wll include data
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centers as a potential in-state demand in the study of future
demand.

REPRESENTATI VE M GUI RE i nqui red as to how |ong t he
af orenenti oned study woul d take.

MR. MEYERS answered that the intent is to have the information
[from the study] available in the Novenber/Decenber tinefrane,
whi ch is when the division hopes to hear fromthe producers.

Number 2199

PAUL FUHS, Lobbyist, Pacific Yukon Corporation, testified in
support of [HCR 17]. M. Fuhs said that he would raise sone
issues that relate directly to this resolution as well as to a
gas |ine devel opnent project. In regard to why this resolution

is even necessary, M. Fuhs pointed out that the producers have
been unwilling to sell Alaska's gas to anybody, including anyone
in the area because it would establish a well-head value.
However, the producers sell gas between thenselves from which
the state receives no royalty val ue. Al t hough [the producers]
testified in the House Special Commttee on G| and Gas that the
gas line isn't economc, they had no well-head value on which to
base [that statenent]. Additionally, the House Speci al
Commttee on Ol and Gas heard testinony that the realignnent on
the North Slope, between the differing oil and gas ownership,
hasn't taken place because a couple of conpanies have objected.
Furthernore, there is not a gas bal anci ng agreenent between the
conpani es that would even allow a gas sale. Therefore, all the
barriers to the sale of gas on the North Sl ope renain.

MR. FUHS then turned to the state royalty gas. He recalled
testinmony from the departnment that royalty gas is being sold on
the North Slope. However, he understood that the state couldn't
have any access to its royalty gas until it left the hydrol ogic
unit. Per haps being on the North Slope is considered to be on
the hydrologic unit. Therefore, M. Fuhs pointed out that all
the state's lease gas is |ocked up on the North Slope as well as
all the state's royalty gas. M. Fuhs said, "Maybe the
departnment could negotiate a side deal wth this conpany for
access to the gas or maybe it's considered to not be |leaving the

hydrologic unit.” These are sonme the issues that will continue
to be raised with other |egislation. However, M. Fuhs
clarified that he didn't believe that HCR 17 should be del ayed
because the Ilegislature wll have the ultimate say wth a

royalty gas sale.
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Nunmber 2368

REPRESENTATI VE McGUI RE recalled a conversation with M. Dodson
regardi ng the construction enploynent that this proposed project
would bring to the North Sl ope. She requested that he provide
the conmttee with that information

MR. DODSON infornmed the commttee that a nodular building
expertise has been developed in Anchorage and N ki ski. He
explained that nodularization, to the extent possible, is
important on the North Slope. M. Dodson noted that he expected
the turbines to conme out of the Houston Ship Channel to be
shipped to the North Slope. There is also the expectation that
the data centers will be built on a nodular basis in either
Anchorage or Ni kiski or both areas.

Number 2439

REPRESENTATI VE STEVENS asked if other industries beside the data
centers would find it appropriate to |ocate at the site of the
ener gy source.

MR. BANKS answered that he thought of a gas to liquids project
in which liquids can be nmanufactured and punped along with the
oil [on TAPS].

MR. MEYERS pointed out the long-term possibility of the
efficiency in the generation and transm ssion of electricity.
That is, superconductivity would allow electricity to be
transmtted over |ong distances w thout |osing power.

Nunber 2519

REPRESENTATI VE FATE asked if the projections have built in any
surplus energy for local use or for the possibility of the
af orenenti oned break through in technology for transm ssion.

MR. MEYER answered that [the departnent] is looking at that in
terms of the study that is being done now. Al though this

Netricity idea caught the departnent by surprise, it 1is an
intriguing idea. M. Meyer said, "The other ... thing to think
on the North Slope too is we see a |lot of up-side potential for
additional gas other than the gas at Prudhoe." For exanple, in

the North Slope Foothills or the Point Conpton Fields. "W want
to encourage additional exploration for other supplies and
devel opnent of other currently known reserves. So, all this
could fit in the equation,” he said. However, the challenge is
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the proposed $.37 ntf price, a price that every community woul d
| ove to have. The challenge is to have a fair nethodol ogy for
suppl yi ng gas. He noted that the demand study is supposed to
enconpass gas at various prices. Once the value of the gas is
known, then the demand can be "reverse engi neered"” because the
cheaper the gas, the nore demand is created.

MVR. DODSON infornmed the <conmttee that Netricity's plan
anticipates putting in place 14 turbines with 45 negawatts, of
which 11 turbines will have 495 nmegawatts, which is full usage.
O the three other turbines, at |east one would be turning ful
tinme, which would allow the sale of interruptible power and the
ability to pick up any drop in power from the |andline turbines
when going offline. He indicated that the second turbine could
run and service the local market, which he didn't foresee
i ncreasi ng above 20 nmegawatts. Therefore, there would be excess
generating capacity on the North Sl ope.

Nunmber 2698

REPRESENTATI VE GREEN remarked that he didn't recall ever passing
a resolution that naned a specific conpany as in HCR 17.
Therefore, he nentioned the possibility of on page 1, line 8,
deleting "Netricity, L.L.C., an Alaska limted liability conpany
is seeking to" and inserting, "there have been several expressed
i nterests". Such a | anguage change would elimnate the state
predetermining an interest in a specific conpany. He asked if
that woul d be problematic.

MR. EVANS related his belief that there hasn't been other
expressions of interest to place an Internet data center on the
North Slope. M. Evans pointed out that HCR 17 is a resol ution,
not legislation, and as such is nerely an effort to suggest to
the adm nistration that the |legislature believes that this is an
opportunity to negotiate with Netricity in order to determne
the price. Therefore, M. Evans said that namng Netricity is
useful because it is the only conpany suggesting such a use and
desire to enter into negotiations with the state.

MR. EVANS pointed out that the problem of Internet data centers
not having enough energy in the Lower 48 is a problem begging
for a solution. The solution, in the form of HCR 17, is a
solution that he suggested Al aska nove on relatively quickly.
He inforned the comrittee that the Tennessee Valley Association
sees itself as a solution to the lack of energy for |Internet
data centers in the Lower 48 as do other areas in the Lower 48.
Furthernore, the trapped gas in Canada is a potential solution
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to this problem Therefore, failing to nove quickly in this
area may result in the | ose of an opportunity.

REPRESENTATI VE GREEN said that rushing in at a rate that is
| ater found to be nuch higher would do a gross disservice to the
peopl e of Al aska. Therefore, he was nervous with the notion of
grabbing it now or else it wll be gone. Such a notion was
heard in relation to the nerger, but it was "a bag of garbage.”
In response to M. Evans' point that Netricity is the only
conpany that has cone forward wth such a proposal,
Representative Green suggested that his aforenmentioned |anguage
change on page 1, line 8 be in the singular: "has had an
expressed interest”. He maintained his concern with the state
speci fying favor of a specific [conpany] in a resolution.

MR. EVANS turned to the price issue and pointed out that the
resolution doesn't contain anything about the price. Netricity
wants to negotiate wth the state in order to reach an
appropriate price. In regard to [Representative Geen's
| anguage change], M. Evans left that to the commttee's
discretion while pointing out that Netricity has nade the effort
to cone to Alaska in order to nake this opportunity available to
thensel ves [as well as the state].

TAPE 01-40, SIDE B

MR. EVANS continued, "... to have the opportunity to at |east
have sone ownership of this notion as we talk about it in the
state.”

CO CHAIR MASEK announced that she was closing the public
di scussion of HCR 17 and opening up conmttee discussion. She
inquired as to Representative Green's intent with his proposed
change.

REPRESENTATI VE GREEN explained that he was attenpting to
determ ne whether the resolution had to include Netricity's
nane. Now that the public discussion has been closed,
Representative G een announced that he would offer his previous
| anguage change as an anendnent.

CO CHAI R MASEK announced that she is opposed to the amendnent
because as M. Evans said, this is nerely a resolution that

doesn't bind the |egislature. Furthernore, whatever business
that results fromthis resolution will have to be worked through
the adm nistration and the |egislative body. Co- Chair Masek

HOUSE RES COW TTEE -17- April 23, 2001



noted her support of HCR 17 because it brings jobs and dollars
to the state and it opens new doors for the state.

REPRESENTATI VE FATE suggested that the concern could be resol ved
by inserting "the concept of" on page 2, |line 2, after
"supports".

CO- CHAIR MASEK, in response to Representative Stevens, clarified
that [Representative Geen's] anmendnent is before the commttee
to which she objected.

REPRESENTATI VE GREEN cl arified his anmendnent as foll ows:
Page 1, line 8,
Delete "Netricity, L.L.C, an Alaska Ilimted
liability conpany is seeking"
Insert, "there has been an expressed interest”

REPRESENTATI VE STEVENS said that he believes he understands

Representative Green's concern, which he shares. "I think it's
a little disingenuous to say we're ... going to throw this
conpany's nane in there ..., but we don't really nean it.
That's not really the case. If we pass the resolution that has
the conmpany's nane in it, it has significance" he remarked.

Perhaps the anendnment could be changed such that it uses
| anguage that says "there have been conpanies such as Netricity
who are interested.” Representative Stevens expressed the need
to direct the admnistration to review all firnms that may be
I nt er est ed.

Nunber 2729
REPRESENTATI VE FATE reiterated his suggestion that on page 2,

line 2, after "supports”, the |language "the concept of" could be
inserted in order to allow nore "w ggle room™

REPRESENTATI VE GREEN said that still "smacks back to selling to
Netricity." He reiterated that he has never seen specific
conpanies specified in resolutions. He felt that |[|anguage

inparting that the "DOG' of DNR is in favor of this would
strengthen this significantly and perhaps may be nore inportant
t han specifying a conpany.

MR. MEYERS renmarked that he shared Representative Geen's
concern. He identified the challenge as which gas is sold
first. When the netback from Chicago is reviewed in order to
calculate how $.37 is determ ned, then the value of that gas has
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to be discounted well into the future. He used the followng
exanple to illustrate how the $.37 was determ ned:

Suppose you were out to buy a new car and you went to
the car lot and there were ten brand new cars of the
sane type sitting on the lot. And you negotiate with
the car salesman saying, "lI'mnot going to buy the car
that's going to sell this year. I know all those ten
cars, you're not going to sell one for five years.
Therefore, I'"'m going to give you a lot less value for
that car because that car isn't going off the lot for
five years."

MR. MEYERS pointed out that everyone would want to be in that
position, which is a chall enge. He related his belief that if
the gas were sold at Netricity's heavily reduced rate, nany
others would develop creative situations to purchase gas. M.
Meyers reiterated that he would have concerns if [the
resolution's language] is giving a clear indication that a
specific project has priority over another's because the full
eval uation necessary to [determ ne] the value hasn't been done.
He posed the question: "Does this legislation [HCR 17] give
them [Netricity] a conpetitive advantage on the North Slope in
pur chasi ng royalty gas?"

Nunber 2365

CO CHAIR MASEK announced that her staff would work with the
sponsor of HCR 17, which will be before the commttee with sone
positive anmendnents on Wdnesday. This is an inportant issue

for the state. [HCR 17 was hel d.]

HB 249- AG REVOLVI NG LOAN FUND PROPERTY DI SPOSAL

CO CHAI R MASEK announced that the next order of business would
be HOUSE BILL NO. 249, "An Act relating to disposal of certain
property acquired by the agricultural revolving | oan fund."

BARBARA COTTING Staff to Representative Jeanette Janes, Al aska
State Legislature, pointed out that the conmttee packet should
i nclude a copy of SLA 2000, Chapter 81, which is last year's HB
116. Ms. Cotting explained that HB 249 corrects an oversight in
| ast year's HB 116, which created the Board of Agriculture and
Conservati on. Last Fall the board was selected and has been
nmeeting on a nonthly basis ever since. The board and its
attorney from the Departnent of Law were in the second phase of
drafting regulations authorized by the new statute when they
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di scovered a problem She directed the commttee's attention to
the bottom of page 9 of SLA [2000 Chapter 81]. There the | ast

line says, "Disposal shall be conducted wunder regulations
approved by the comm ssioner." That |anguage is changed in HB
249 to say, "Disposal shall be conducted under regulations
adopted by the board." This change would allow the Board of
Agriculture and Conservation to continue functioning in

accordance with original |egislative intent.
Number 2180
REPRESENTATI VE JEANETTE JAMES, sponsor of HB 249, expl ai ned:

Wen we made the board be responsible for the
agricultural revolving loan fund that is under their
purview. And then when it cones to them disposing of
land that is in there because it's been repossessed

so they have assets in this, that they should
determ ne the way that they would dispose of those as
they are managing the [agricultural] revolving |oan
fund.

Representative Janmes acknow edged that there is an argunent that
the Departnment of Agriculture, wunder which the agricultural
revolving loan fund (ARLF) falls, should have sone oversight by
the comm ssioner. She said that she is willing to work with the
department on that issue.

REPRESENTATI VE JAMES pointed out t hat the Drector of
Agriculture is also the hired person for the Agricultural Board.
Representative Janes also pointed out, "It's very interesting to
note that this sane noney that they' re supposed to be in control
over, we spend every year just to pay for the people who work in

the Division of Ag." Al t hough this has been a sore spot wth
many farners, she didn't see any imediate future in noving
beyond that. Therefore, this wll only work if there is

cooperation with everyone.
Nunber 2032

CAROL  CARROLL, Director, Division of Suppor t Ser vi ces,
Department  of Nat ur al Resources (DNR), acknow edged that
al though DNR has not had nuch time to review HCR 17, she and
Representative Janes have been discussing the resolution. MVe.
Carroll menti oned that she had nmade sone coments to
Representative Janes regarding the connections between the
executive branch boards and the regulations, the rule-mking
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body. She agreed on the inportance to work jointly, which is
i ntended. Therefore, she and the departnent are looking into a
way to say such so that an agreenment can be reached.

REPRESENTATI VE GREEN asked if M. Carroll viewed HB 249 as a
correction for an oversight [of HB 116].

M5. CARROLL answered that she wasn't certain that HB 249
corrects an oversight and thus she is present.

Number 1949

DEREK MORRIS, Hay Farner, testified via teleconference and
mentioned that he wants to purchase a parcel at Point MacKenzie.
M. Mrris announced that he is in support of HB 249. However,
he expressed concern with the | anguage on page 1 that says, "The
regul ati ons nust ensure that the property is disposed of so as
to maximze the return to the state". He related his
understanding that possibly there are sone request for proposals
(RFPs) for property for which the appraisals being used are four
years ol d. Therefore, it seens that if the state sells the
property based on those appraisals, the state won't receive its
proper return on their parcels. He said that the ARLF needs to
have those funds in order to have other agricultural activities.
M. Mrris concluded by reiterating that he supports HB 249, but
he wants to ensure that the board obtains the maxinmum return to
t he state.

GARY STROMBERG testified via tel econference. He infornmed the
commttee that he has been a farmer at Point MicKenzie for 18
years. M. Stronberg expressed concern with the recent actions
with the RFP in which there have been attenpts to designhate who
receives properties with values that are different than narket
val ue. VWhat ever rules are established nust conform with state
| aw and thus naximze the return to the state. M. Stronberg
noted that he sent a letter to Representative Janmes regarding
the problens there have been with the [D vision] of Agriculture.
He felt that sone rules have to be developed so that farners
aren't turned against each other or it would be better not to
have a [Di vision] of Agriculture.

Number 1760
HARVEY BASKIN testified via teleconference and infornmed the
commttee that he is one of the original farnmers at Point

MacKenzie. Although he is a nenber of the Board of Agriculture
and Conservation, he is speaking as a farner. M. Baskin noted
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his support of HB 249 because it clarifies the intent of HB 116.
He related his understanding that the Board of Agriculture and
Conservation was appointed to manage, nonitor, and have input on
all disposals of agricultural |[and. However, if part of that
authority lies in another state office, then it is difficult for
a buyer or board nenber to answer to two bosses. He inquired as
to which set of regulations would one abide by when naking
deci si ons. Therefore, he stated that the authority to dispose
of state land with a maximum value is one of the primry
responsibilities of the board and the people who hel p supervise
t he managenent of the |and. M. Baskin related his belief that
outcry bidding is probably the fairest process.

Number 1619

ROBERT FRANKLIN, President, Al aska Farm Bureau, testified via
tel econference in support of HB 249. The original |egislative
intent was for the board to control the entire fund, everything
that is included under the definition of property. M. Franklin
expressed concern with maximzing the return to the state. I n
that regard, he agreed with M. Baskin that outcry bidding does
establish the value of it. However, the Point McKenzie |and
will probably be in a [price] range that exceeds [what one woul d
pay for] agricultural purposes.

Nunber 1498

RACHEL HECKER testified via teleconference and noted that
al though she is the Mat-Su representative for the Al aska Farners
Uni on, today she is speaking as the newest dairy farner at Point
MacKenzi e. Ms. Hecker expressed concern with the |ease tracts
that were "given over" wthout due process, that is [farners]
weren't allowed to bid on them Since those weren't put out to
conpetitive bid, the state's return wasn't naxim zed. V5.
Hecker informed the commttee that she was told late |ast year,
early this year that she could bid on those |ease properties in
the Spring just |ike everyone else. However, at the |ast board
neeting it was stated that there was no one interested in those
| ease properties and thus it was in the board' s best interest to
return the land to those that were leasing them Therefore, M.
Hecker expressed her desire to sell the land in an open and
conpetitive bid process and the land that can't be sold yet,
shoul d be | eased to the highest bidder.

TODD HECKER testified via teleconference and agreed wth his

wife that he would like to have the opportunity to bid on the
[ Point MacKenzie] land, which was clearly brought forth at the
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[ board] neeting although [the board] didn't acknow edge it. M.
Hecker explained that he purchased his land, a bare piece of
property, for $400,000 and placed $.5 million worth in buildings
on the property because the state has "forced our hand to do

that.” Wien he first noved to this location, he was told that
anot her place would be for sale, which has been the case for the
past four years. This is a piece of property for which [the

board] is planning on using an RFP. Those practices shouldn't
happen that way. He charged that there is much property being

held in order to justify jobs. M. Hecker said, "If the state's
going to maximze their benefits out of this and their price,
they should sell it now because the market is as good as it's

ever going to be down there and the last sales have proved
that."

Number 1230

MARK BROUI LLET testified via teleconference. He began by saying
that he has been interested in acquiring sone property at Point
MacKenzi e, but he has run into sone problens. Therefore, he
felt that HB 249 may help alleviate some of his concerns.

DAVI D HECKER, Part ner, Black Sun  Farns, testified via
tel econference that he is interested in bidding on land at Point
MacKenzi e. M. Hecker noted that during the |l|ast bidding
process he bid on Number 10, which was apprai sed at $240, 000 and
sold to soneone else for $305,000. That is noney in the state's
pocket .

CRAI G TRYTTEN, Dairy Farmer, testified via tel econference. M.
Trytten stated his support of HB 249 so that the state could

receive the best return on its dollar. He agreed that the
apprai sed value [used for the RFP] is four years old; however,
those are "kind of a mninmm bid." He said, "It also
di scrimnates against any other Al askan wthout a dairy ability
from being held off from buying a farm"” Furthernore, the
intent of the board was to obtain the maxinmum return for the
state. M. Trytten infornmed the conmttee that he just
conpleted building a new dairy farm and his barn cost as nuch as
the appraised value on the farmto be sold. |If a deal is cut to
sell a $1 mllion piece of property for $.5 mllion, it is a

great loss to the state and it |owers the value of his property,
which is determned by the average sale price of the |and. M.
Trytten expressed his desire to have an open public bid in which
the [highest bidder] takes the land. He enphasized the problens
that occurred when the governnent has the land at Point
MacKenzi e.
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CO CHAI R MASEK cl osed public testinmny on HB 249.

Nunber 0925

REPRESENTATI VE FATE noved to report HB 249 out of commttee with
i ndi vidual recommendations and the acconpanying zero fiscal
not e. There being no objection, HB 249 was reported from the
House Resources Standing Comm ttee.

HB 244- Rl GHT- OF- WAY TO DENALI BOR FOR RR/UTI L

CO- CHAIR MASEK announced that the next order of business would
be HOUSE BILL NO 244, "An Act relating to a grant of state |and
to the Denali Borough for a railroad and utility corridor and a
rail road devel opnent project; repealing provisions relating to a
grant of a right-of-way of l|and for a railroad and utility
corridor to the Alaska Industrial Devel opnent and Export
Aut hority; and providing for an effective date.™

Nunmber 0857

REPRESENTATI VE  JEANETTE  JAMES, Al aska State Legi sl ature,
testified as the sponsor of HB 244. This legislation, HB 244,
woul d "undo" the authority Al aska Industrial Developnment and
Export Authority (AIDEA) has to bond to identify a corridor for
rail in the north access to Denali National Park. She poi nted
out that the commttee packet includes maps, which illustrate
this 90,000 acre piece of property that is next to Denali Park.
This property is state land and is also known as "Wlf
Townshi p. " Representative Janes explained that "we" are
attenpting to gain other access into the park because the
current access is insufficient, at capacity, and in need of
i nprovenent. Therefore, a second entrance to the park would be
val uabl e. However, she stressed that she doesn't favor a road
due to all the problens a road would create [in a park setting].
This proposal nerely provides an opportunity for rail access to
only the state lands, which is about 40 mles from Healy.

Al t hough there may be sone interest in going farther, it would
require federal intervention and nuch work. Furthernore, the
group interested in putting in this 40 mles of rail indicates

that this is an opportunity to be a "paying proposition.™

REPRESENTATI VE JAMES explained that HB 244 would identify a
swath from the 90,000 acre piece of land and give it to the
Denali Borough so that the borough could identify and survey a
route through the mddle. The borough would have until 2006 to
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identify and survey that route, after which the borough would
only own the route, which would be up to 3,500 acres. The
reality is that the corridor would require nerely 1,500 acres.
Representative Janmes acknow edged that sone are concerned wth
the location of the corridor. Furthernore, the Departnent of
Nat ural Resources (DNR) would prefer authorizing the borough to
identify the corridor and return to DNR in order to ensure that
there are no existing uses, which would result in conflicts.
Once DNR approved the corridor, then the surveying could be
done, after which DNR could transfer the land to the Denal
Borough. Representative Janes clarified, "That is the anendnent
that we're going to be working on to try to get a CS up to
Fi nance, but because we're on an extended tinmefrane here, we'd
like to nove the bill out as it is today."

REPRESENTATI VE JAMES, in response to the concern regardi ng why
40,000 acres is necessary for this, pointed out that the route
woul d have to traverse the lay of the |and and proceed such that
animal and habitat conflicts are avoided. Therefore, a wde
area is necessary. She then turned to the concern regarding the
possibility that the land is given to the Denali Borough, but no
railroad is built. Therefore, it was decided that this [the
corridor land] wll be part of the borough's land selection.
Representative Janes informed the conmittee that the Denal

Bor ough Assenbly is in support of this proposition, HB 244. She
noted that she would be in the area this sumer working to
ensure that this corridor would not intrude on state park | and.

Nunmber 0382
REPRESENTATI VE JAMES inforned the commttee that U. S. Senator

Mur kowski got $1.32 mllion appropriated by the federa
government to work on this issue. There was a park survey [by

the Park Service] who did support the northern access. The
state needs a match of $330 million, which she believes will be
included in this year's capital budget. Therefore, there wll
be noney to perform the environnental assessnment and the
environnmental inpact study (EIS). Representative Janes said, "I
think the protection for the listening to the voices of the

folks is in there in the process and what we really need to do
is get it on the table and authorize sonebody to go forward with
it and that's what this bill is intended to do.”" The conmttee
substitute (CS) has already been ordered, but wasn't available
intime for this neeting.

Nunber 0270
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JOSEPH FI ELDS, President, Kantishna Holdings, Inc., testified
via teleconference in support of HB 244. He said that HB 244
provi des an expedited nethodol ogy to establish a right-of-way in
order to create sonething that has been endorsed by all the

boroughs and cities of the Railbelt. He recalled that the
| egi sl ature has passed two resolutions in support of this and
there was the AIDEA bill of 1998, which is essentially HB 244

save the change from AIDEA to the Denali Borough. Furt her nore,
HB 244 does relieve the bonding authorization from Al DEA and
elimnates the transfer to Al DEA, which would be beneficial to
Al DEA. M. Fields inforned the committee that there has been
federal novenent [with] a new secretary reviewi ng the access as
found by the 1994 Denali task force. That task force, the
national public board that advises the National Parks Service,
called for a new access route to Wnder Lake. Therefore, M.
Fields was confident that with the passage of HB 244, the work
of identifying the specific right-of-way can begin. He noted

that the right-of-way wll not take up the entire vyellow
section, but will only take up sonething the size of the Parks
Hi ghway and end up as a 300 foot right-of-way. He echoed

Representative Janes' earlier coments regarding the intention
to avoid habitat and features that are difficult for railroads.
M. Fiel ds announced that Stanpede Road is not really
appropriate for this. He hoped that the cormmttee would nove HB
244 forward so that the details could be worked out at the next

hearing, which [w | produce] a good bill that w Il produce
about $.25 billion worth of private investnent in the state as
well as possibly 900 jobs over the years. He concl uded by
sayi ng, "This is a rare opportunity for public-private
relationship to flourish and go forward. | hope you will nove
it quickly."

TAPE 01-41, SIDE A

[ Please note that approximately three mnutes of M. Braun's
testimony was not recorded and thus was obtained from the
witten testinony he read the commttee.]

Number 0001

DAVI D BRAUN, testifying via teleconference, read the follow ng
testi nony:

[ am opposed to House Bill 244. Public and private
| and devel opers are trying to appropriate state |and
in Denali Borough. They want to make the WIf
Townships an extension of Denali National Park's
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transportation system and develop it for their own
fi nanci al gain.

On Thursday, April 19 [the] House Transportation
Commttee quickly passed HB 244 out of comittee
W thout providing for any public coment or public

heari ng. The history of this bill is interesting. A
working draft of the bill distributed at the Denali
Borough Assenbly neeting April 7th said, "The Denali
Borough shall identify and survey a railroad and
utility corridor ... from near the community of Healy
to the eastern boundary of Denali National Park and
Preserve.” It also said, "The borough may retain not
nore than 3,500 acres of the land granted to the
borough under this section.™ This land would be in
addition to the borough entitlenent and is worth many
mllions of dollars.] And | don't believe the
citizens of Alaska wll ever be adequately conpensated

for the loss of this public |and.

A legislative staffer noted that having the Denali
Borough do the survey for a private enterprise put the

borough in the role of devel oper. The bill was then
changed so that Kantishna Holdings, |ncorporated,
woul d identify and survey the railway, but the Denali
Borough would still get 3,500 acres to devel op whet her
the railroad was built or not. In ny opinion, this
bill is an attenpt to give valuable public land to
Denali Borough to sell, |ease, or otherw se devel op.

The ultinmate use of any l|land conveyed to the borough
is conpletely unpredictable. The borough assenbly has
been unwilling to regulate |land use as charged by the
| egi sl ature.

Contrary to what sone supporters of HB 244 say the
guestion is not whether developnent should occur but

where it should be. There are tens of thousands of
acres east of Panguingue Subdivision open to borough
| and sel ection. Leaving the WIf Townships as they
are encourages developnent that 1is independent of
Denali National Park and Preserve. People of the
state, | don't believe, wanted the Park Service to be

given to WIf Townships and | don't believe they want
the Wl f Townships, in any way, connected to the

park. Al askans and tourists use this as an
alternative to the congestion and bureaucracy of the
par k. It's worth noting that now travelers from all
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over the globe are purposely com ng exclusively to the
Wl f Townships as a result of Jon Krakaur's book Into
the Wld, the story of Chris MCandl ess's death. It
is shortsighted and absolutely inpossible to try to
funnel all our visitors through Denali National Park

W can learn from the m stakes made outside parks in
the Lower 48. Keeping WIf Townships as they are is
good for econoni c devel opnent.

Also, | have to question the notives of those who are
hostile to the National Park Service that would have
the park encroach on our public |and. | also think
that Kantishna Hol dings, Incorporated, should reveal
the nanes of all those who wll benefit financially
fromthis venture. ... | nust state again that there

are no restrictions on land the Denali Borough m ght
sell or lease (indisc.).

Nunber 0303

NANCY BALE, President, Denali G tizens Council, testified via
t el econf erence. Ms. Bale specified that she is testifying on
behalf of herself and the Denali GCtizens Council, a |ocal
oversight group in the Denali area. She informed the comittee
that she has lived and worked in Denali National Park since

1971. Furt hernore, she has nushed and skied the Stanpede area.
Ms. Bale pointed out that |ands north of the Wl f Townshi ps were
given to Denali National Park as part of the 1980 Al aska
National Interest Lands Conservation Act (ANILCA) settlenent.
The purpose of all the northern additions was to provide
wildlife habitat, specifically for the Denali caribou herd. The
Stanpede Trail is located on the open tundra that gently sl opes
downward to sonme rolling hills. From her personal contact wth
the Stanpede Trail, she informed the commttee that there are
many wetlands along the route as well as sone major streans and
a small river. This area has already been regarded as inportant
as wldlife habitat by the state |ands planning process. She
guoted the Tanana Basin Area Plan as saying, "State land in this
unit is to be retained in public ownership for nultiple-use
managenent . The enphasis is on managenent of recreation and
mai ntaining fish and wildlife habitat."

M5. BALE related her belief that the inportance of this |and
necessitates any change in |and managenent to go through the

already existing public process. Furt her nor e, the Wlf
Townships area is not identified as an area from which the
borough could select entitlenents. Therefore, an anendnent to
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the Tanana Basin Area Plan would be required before it could be
deeded. However, HB 244 "short st ops” t hat process.
Additionally, whenever the state conveys land from state
ownership to another entity a best interest finding is generally
required, which is not included in this bill. Therefore, the
public process in determning the fate of this land is sonmewhat
si dest epped by HB 244.

MS. BALE then turned to the issue of due diligence. She
informed the commttee that Kantishna Holdings, Inc., has
al ready had a chance for a right-of-way through the 1998 Al DEA
bill. However, Kantishna Holdings, Inc., has failed to show
Al DEA due diligence in the many intervening years. Thus she
wasn't sure that Kantishna Holdings, Inc., could show due

diligence to develop a cost effective railway in this area.

MS. BALE recalled Representative Janes' renmark that she prefers
a railway because it's nore environnentally friendly. However ,
Ms. Bal e pondered whether the 3,500 acres, if not devel oped by
rail because of the lack of due diligence would end up having a

road through them She informed the conmmttee that SB 3
noni nat es some funds to st udy ot her rail or r oad
[ possibilities], which creates conflict. Al though Ms. Bale

agreed with Representative Janes that a road in this area would
not be appropriate, she didn't believe that a rail would be cost
effective or a "good for Alaskans" way to pronote tourism
There are dozens of alternatives to this that will be discussed
during a panel discussion by the Denali G tizens Council in
early June. Ms. Bale indicated that the commttee should have
her full witten testinony.

LI NDA PAGANELLI testified via tel econference. She inforned the
commttee that although she is a nmenber of the Northern Al aska
Environnental Center as the Denali Wtch Coordinator, she is
testifying on her own behalf. She noted that the committee
shoul d have her witten testinony, which she read as foll ows:

| ama long tine resident of the Denali Borough living

on the Stanpede Trail in the Panguingue Creek
Subdi vi si on. This comng sumer wll mark ny 20th
season driving a bus on the Denali National Park road
for the park's concessionaire. VWhile | do support
efforts to assess possible solutions to park access
i ssues, | do not support the North Access solution as

put forth in HB 244 based on the foll ow ng.
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Determ nations nade by the Al aska State Departnent of
Nat ural Resources, the National Park service, and the
United States Congress are unaninous in their findings
that the area in question, the WIf Townships, serves
as an inportant habitat for wildlife, particularly for
park caribou and wolf popul ations. These |ands should
remain in public ownership for the purposes of
mai ntaining wlderness recreation opportunities for
| ocal, regional, and statew de users and protecting
fish and wldlife habitat.

In 1986 the Denali Subsistence Resource Conmi ssion
conveyed, to the Secretary of the Interior, their
strong opposition to any construction of new roads or
railroads in Denali National Park and Preserve. The
commi ssi on has reiterated their opposi tion to
devel opment of roads a nunber of times. Any activity
that inpairs the overall health of an ecosystem
natural processes or resource availability has the
potenti al to adversely inpact the customary and
traditional activities practiced by subsistence users.
The Wl f Townships, retained in state ownership, wll
continue to serve to protect the natural ranges of
| arge park mammals from inconpatible devel opnment and
will thus, Dbetter ensure the continuance of the
subsi stence |ifestyle.

| am concerned with the stipulation contained in this

bill that grants over 45,000 acres of prinme public
land to the Denali Borough. | am in agreenment wth
the Departnment of Natural Resources, "that a nore

efficient and equally effective approach would be for
t he borough and Kantishna Holdings, Inc., to identify
the corridor first, then DNR transfer the land, or
Kantishna Holdings, Inc., sinply apply for a ROV from
DNR. "

| am also in agreenment with their assessnment that this
deal should not cone down to a "give away" to a
private developer and that the citizens of the state
recei ve adequate conpensation for granting private
exclusive use of thousands of acres of state |and.
This bill grants sole rights of project devel opnent to
one conpany, Kantishna Holdings, Inc., wthout the
opportunity for a conpetitive bid process. On this
basis, the bill may be unconstitutional. Al t hough |
am far from being a constitutional |I|aw expert, |
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request that the commttee deliberate the follow ng

guesti ons: What's the legislative purpose behind
granting Kantishna Holdings, Inc., a sweetheart deal
and a legislatively mandated seat at the planning
tabl e? Wiere's the state's comon interest in

bestowi ng this deal on Kantishna Hol dings, Inc.?

An unreasonable fix date for the transfer of |ands
from the state to the borough fails to encourage or
even allow public input on the consideration of

whet her or not these |ands should transfer. | mpact s
to honmeowners, sport and subsistence hunters, | ocal
gui ding businesses, and other local, regional, and
st at ewi de users will consequently be i gnor ed.

Transfer to the nmunicipality should not be approved
until the recommended changes to the Tanana Basin Area
Pl an have been publicly reviewed through the anendnent
and reclassification processes as defined by the
appropri ate Al aska statutes.

The Denali Borough governnent boasts a "do nothing"
policy towards guiding growh and devel opnent in the
bor ough. It's shortsighted approach towards planning

Nunber 1174

JOAN FRANKEVI CH, Regi onal Staff, Al aska Regi onal Ofice,
Nati onal Park Conservation Association (NPCA), testified via
tel econference and explained that NPCA is a national nonprofit
group dedicated to protecting the National Park System o
NPCA's over 450,000 nenbers over 1,000 live in Al aska. Ms.
Frankevich stated that NPCA has opposed the north Denali route
since it was first proposed. Furt hernore, NPCA opposes HB 244
for the follow ng reasons. There is little benefit or purpose
of this railroad to park visitors. Having worked in the park
for five summers, Ms. Frankevich is very famliar with the area,
visitors, travel patterns, and with the needs of the visitors.
She noted that she is also famliar with the northern area where
the railroad would be placed. Ms. Frankevich said, "For Denali
visitors, the primary attraction is wldlife viewing." Besides
Katamai National Park and MNeil State Park, Denali is the
easi est and nost predictable location to view grizzly bears as
well as a variety of other wildlife. She informed the conmttee
that wldlife in the park is seen mainly in the mddle third of
the park road, which is roughly from Igloo Canyon to Eielson
Visitors Center. The entrance area and the Wonder Lake area are
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forested and thus it is nore difficult to view wildlife here.
The northern route is simlar and thus the chance for wildlife
Vi ewi ng from the railroad woul d be fairly m ni mal .
Additionally, the north route scenery isn't as dramatic as al ong
the park road. The proposed site of the railroad on the north
side, the low range blocks views of the high peaks and the
glaciers of the Al aska Range. Furthernore, the [northern] area
has never been glaciated and thus none of the dramatic broad
gl aci ated valleys and views |ike those on the park road. On the
proposed route there are occasional views of M. MKinley at
high points and once Wnder Lake is reached the scenery is

spect acul ar, which may make the ride worth it. She pointed out
that M. MKinley is the highest peak in North Anmerica and as
such it generates its own weather. Therefore, even when clear

el sewhere, the nmountain is often shrouded in clouds. She not ed
that she worked at Eielson Visitors Center, which tracks the
visibility of the nountain as is done every year. I n general
the nountain is visible 30 percent of the tine.

M5. FRANKEVI CH stated that conpared to the park road, the north

rail route offers poor wldlife viewing, |ess spectacular
scenery, and infrequent views of M. MKinley simlar to the
park road. Therefore, [NPCA] doesn't see this proposed rai

route being a benefit for park visitors nor in demand by park
visitors. Furthernore, there is a msperception that |arge
nunbers of potential visitors are turned away from riding the
park buses every year. This is incorrect. After speaking with

Nati onal Park Service staff today, M. Frankevich was inforned
that in 2000 there were over 363,000 visitors to Denali with a
bus ridership conposing about 76 percent of that total. About
2,000 people were turned away from the [buses], which anpunts to
|l ess than 1 percent of the total visitors. The other visitors,
such as «clinbers to M. MKinley, Ruth @ acier |andings,

etcetera, account for the rest of the nunbers. Thi s
m sperception is probably due to the presence of visitation
counters on the highway prior to 1996. Those counters counted
everyone on the park's highway and thus it was interpreted that
only a small percentage were able to ride the bus. However,
that is inaccurate. Furthernore, the current bus system has a

hi gh | evel of satisfaction as supported by a 1998 survey by the
University of Idaho in which 88 percent of the visitors rated
the bus system as good or excellent and that wldlife
observations were the greatest single factor in contributing to
visitor satisfaction.

M5. FRANKEVI CH concluded by saying that this project nakes
little sense to her. "A railroad that starts just 17 mles
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north of the park road is very expensive and ends in the sane
pl ace - where demand is |ow, where they won't see a bear, and
over 50 percent of the riders won't see M. MKinley - seens to
serve little purpose,” she said. Mor eover, she echoed prior
concerns regarding giving this land to the Denali Borough, which
is a young borough with no road powers. The borough has done
virtually no land planning, which it abhors. Therefore, the
borough seens a highly unlikely choice to receive a state right-
of - way.

Number 1500

REPRESENTATI VE CHENAULT recalled Ms. Bale's testinmony regarding
the Denali Borough's lack of road powers and her belief that it
shoul dn't have the |and. He asked if M. Bale would favor
transferring state land to the hands of a |local community.

MS. BALE answered that the way the state has agreed to manage
this land per the Tanana Basin Area Plan has addressed the
general purposes for wldlife managenent and the general needs
for subsistence use of the |ocals. Therefore, she favored the
retention of ownership in the state's hands.

CO- CHAIR MASEK closed the public testinmony and inquired as to
the will of the committee.

Number 1595

REPRESENTATI VE McGUI RE noved to report HB 244 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 244 was reported from the
House Resources Standing Comm ttee.

COCHAIR MASEK called a brief at-ease at 3:10 p.m and handed
the gavel to Co-Chair Scal zi.

CONFI RVATI ON HEARI NGS5

Board of Fisheries

CO CHAIR SCALZI called the neeting back to order. He announced
the conmittee would consider two nomnees for the Board of
Fisheries. He asked Dr. Wiite to speak first.

Nunber 1721
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DR JOHN R WHI TE, Appointee, Al aska State Board of Fisheries,
testified via tel econference. He thanked the House Resources
Standing Conmittee for hearing his testinony and offered to
answer any questions regarding his resune [included in the
committee packet]. Dr. Wite stated he was conpelled to serve
again on the Board of Fisheries for the benefit of continuity
and to continue to work on the devel opnent of the "sustainable
fishery salnon policy,” wthin regulation, until it "best
reflects the interests of the salnon resource for the State of
Al aska." He continued:

Finally, M. Chairman, | [am very interested in
serving again, because | see a great need in the
state, at this tine - considering the salnobn crises in
Western Alaska - to have continuity brought to bear
between different funding agencies engaged in the
research that needs to be done on stocks in Wstern
Al aska that are failing so dramatically at this tine,
and have that continuity brought to the Board of
Fisheries. And | hope to be able to do that by being
an advisor to the North Pacific Anadronmous Fish
Comm ssion, and be able to bring high seas research
back to the state body and try to find continuity
between those bodies and how that research is
acconpl i shed.

Number 1874

REPRESENTATI VE CHENAULT asked Dr. Wite what his agenda woul d be
over the next three years were he to be confirmed. He clarified
that Dr. Wiite nay answer as to his "personal" agenda or to the
agenda of the Board of Fisheries.

DR. WHI TE answered that the issue of paranount inportance was
finding some regulatory nmeans to address the crises in Wstern
Al aska, anmobng other areas, where there are "de mninus" stocks
that need the attention of the state. Hs tw highest
priorities, for the Board of Fisheries, would be to continue to
take public testinmony and to "nurture the maturity of the
sust ai nabl e sal non fisheries policy."

Number 1962

REPRESENTATI VE CHENAULT asked Dr. Wiite what his agenda woul d be
regardi ng stocks of the Cook Inlet.
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DR. WHI TE responded he thought the Board [of Fisheries] had nade
a request of [ADF&F that it "try to get" managenent plans for

all the stocks - specifically chum and pink salnon stocks - in
[ Cook] Inlet. He hoped [ADF&G would bring that information to
the Board of Fisheries before it's next neeting. He indicated

that he would not "carry an agenda in any way, into the Cook
Inlet neeting, other than the information that was brought to
bear, and the proposals that were put before [the board]."

Number 2009

REPRESENTATI VE FATE commented that the split public opinion on
Dr. Wite' s reappointnent seened to be divided between "the bl ue
water fishermen and those other fishermen on the rivers and
ot her wat erways." He asked Dr. Wite how he accounted for the
di vi si veness between those who supported him and those who did
not .

DR. VWH TE answered he has been a strong advocate for Wstern
Al aska fisheries for over 25 years and, during his time served
on the Board of Fisheries, has spoken "forcefully" for the
fol | ow ng: conservation of the failing Wstern Al askan,
Kuskokwi m  Yukon River, and Norton Sound stocks; conservation
nmeasures within his sport and subsistence fisheries on the
Kuskokwi m Yukon, and Norton Sound; and the introduction of Tier
Il fisheries in Norton Sound, because of the "grave nature of
conservation concerns that involved those stocks." He said,
"The farther you reach out of our region to try to conserve
stocks, the nore people don't think they have a responsibility
for what's wong with the conditions of our stocks."

DR. VWH TE st at ed:

|"ve been a forceful spokesperson in the international
settings in trying to mnimze Japanese take of
Western Al askan stocks. |'ve been a strong advocate
in the federal fisheries, in the traw fisheries for
mnimzing the interception of Wstern Al aska stocks.
And |1've tried to hold all parties accountable within
statute and regulation for the conservation of those
same stocks, wthin the confines of the m xed-stock
fishery and the Sustainable Salnon Fisheries Policy,
so that everyone, hopefully, shared the conservation
burden equal ly. That's how | voted. That's what |
di d. And there will be people who strongly disagree
that | tried to hold that ... "burden-sharing"
equal ly.
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Number 2170

REPRESENTATI VE FATE nentioned the fact that the sal non catch was
"mani festly" larger than it was 15 to 20 years ago. He cited a
possi ble reason for the increase: "fisheries introducing nore
fish into an environnent that's conpeting with the wld stock."
He suggested that mght be the cause of the problem in the
Yukon/ Kuskokwi m drai nage and asked Dr. Wite how he would
propose to sol ve the probl em

DR WHI TE replied the research of the North Pacific Anadronous
Fish Commission and of PICES [North Pacific Marine Science
Organi zation] is "about a year or two out"™ and will be comng
back to the [Board of Fisheries]; however, the prelimnary
research "denonstrates grave concerns for the carrying capacity
of the Bering Sea and the North Pacific Ccean.” He detail ed
"Prelimnary indicators are that there is ‘'inter-specific
conpetition between different species of salnon, and there's
also 'intra-specific' conpetition between individual species
fromdifferent areas.”

DR. WHI TE stressed the need for Alaska to be part of an ongoi ng
"mature, well-thought-through forum" for purposes of deciding
how nuch out-migrant stock can be put in the ocean. He
predicted that future [research] would show that there is a
carrying-capacity problem Dr. Wiite said, "The Canadi ans fee
this pretty vehenently at the present tinme; there's a conference
that's going to be held on that soon."™ He recommended that al
fishernmen in the State of Alaska "sit down and have a reasonabl e
di scussi on" when the research information becones avail abl e.

Number 2300

REPRESENTATI VE McGUI RE stated that she had received nore POVs
[ public opinion nessages] on this issue, than any other during
this session, and she noted two overriding concerns: t here
isn't a blue water, comercial fishermen on the Board [of
Fi sheries], and there should be; and the [Board of Fisheries] is
collectively responsible for the collapse of the Yukon and
Kuskokwi m fisheries and the destruction of the "Area M and
Upper Cook Inlet fisheries. She asked Dr. Wiite to give his
opi nion on those public comrents.

DR. WHI TE responded t hus:
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First of all, | don't think there's a catastrophic
coll apse of many of those fisheries. The Western
Al aska fisheries have been literally closed and shut
down for several years; that's a commercial fishery
col | apse. A subsistence fishery collapse is when you

have a ... Tier 1l fishery in the known subdi vision.
The other fisheries have been limted and they' ve been
changed. There have been difficult allocation
decisions. There have been contentious issues between
users.

Representative [MCGuire], I've tried to be fair
and |'ve tried to share the burdens equally, between
different parties. "Al |l ocative" decisions are not
popul ar, but | have always tried to be a board nenber
that would listen and weigh fairly the information

before "you.” And | think ny record reflects that.

DR WH TE said that the idea that there was no blue-water
commercial fisherman on the Board of Fisheries was wong. He
cited M. Gant MIller, from Sitka, as having extensive bl ue-
water fishery experience as a troller, seiner, and in herring
fisheries. Dr. White enphasized that having representation from
bl ue-water comercial fishernen on the Board of Fisheries was
i nportant, because [Al aska] has sone of the nost inportant bl ue-
water fisheries in the world, including shellfish, finfish, and
bottonfish fisheries. He added that the Board of Fisheries has
been "diligent” in its attention to the needs of those bl ue-
wat er fisheries.

REPRESENTATI VE McGUI RE clarified that she had thought the public
opinion to be relatively one-sided and her intent in asking Dr.
White questions was to give him a chance to "provide another
side of the story."

DR WH TE told Representative McQiire that sone of those emails
about "the action alert" to oppose his appointnment were
forwarded to him and thanked her for giving him the opportunity
to "get the factual record straight on this."

Nunmber 2563

REPRESENTATI VE KAPSNER welconmed Dr. Wite and infornmed her
col | eagues that she could gather three tinmes as many enmails in
support of him She pointed out that the subject of many of the
negative emails was shallow, including conplaints about Dr.
VWiite's | engt h of term on t he Board of Fi sheri es.
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Representative Kapsner said it takes tine to "get a handle on"
the great variety of fisheries and resources the state has. She
stated she has known Dr. White "all her life" and he has done an
"exceptional" job in this position, defending people who depend
on the fish resource for their inconme and for subsistence.

Number 2650

REPRESENTATI VE FATE, in response to an announcenent by Co-Chair
Scal zi that this issue would be heard again in the House Specia
Commttee on Fisheries, pointed out that not all the nenbers of
the House Resources Standing Commttee were also on the other
comittee. He also stated that the House Special Committee on
Fisheries was primarily nade up of blue-water fishernen. He
said he hoped that there was another viewpoint heard at the
House Resources Standing Conmittee neeting that would be taken
to and expressed at the House Special Conmmttee on Fisheries
meet i ng.

CO CHAIR SCALZI informed the commttee that both Representatives
Fate and Chenault wouldn't be able to attend the [House Speci al
Commttee on Fisheries] neeting, taking place in a couple hours.
He stated that the presentation would go before the House
Special Commttee on Fisheries and the House Resources Standing
Comm ttee again, separately, on Wdnesday [April 25, 2001], and
before the "full body" on the follow ng Mnday; subsequently,
there would be no final decisions nade in the neeting at hand.

Nunber 2725

REPRESENTATIVE MGURE clarified the procedure allowed each
i ndividual commttee, to which the confirmation had been
referred, to have the opportunity to confirm or deny the
appoi nt ees.

CO CHAIR SCALZI clarified that, in the interest of expediency,
he would be holding all his questions until the House Special
Commttee on Fisheries neeting, so that those representatives
who were not in both commttees could have time to speak now.
In response to a question from Representative Geen, he said the

appointees would be invited back for Wadnesday's neeting. He
mentioned the great anmount of public response received and
public testinony still to be heard on this issue.

Number 2835
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RUSSEL NELSON, Appointee, Alaska State Board of Fisheries,
testifying via teleconference, expressed his "desire" to serve
another term on the Board of Fisheries. He stated, during his
past three-year term he worked hard to understand the issues of
all Alaska's fisheries and to "make fair decisions for the
conservation and devel opnent of these fisheries.”

MVR. NELSON highlighted two policies he supported: t he
Sust ai nabl e [ Sal non] Fisheries Policy, which ensures that ADF&G
and the Board of Fisheries are "proactive in preserving our
fisheries resources”; and the "conmmttee process,” which gives
the public and the Board of Fisheries commttee nmenbers "a nore
interactive nmethod of solving contentious proposals that cone
before the Board [of Fisheries]."

Number 2925

PAUL A SHADURA |1, Self-appointed Board of Fisheries nom nee,
began his testinony in opposition to Dr. Wite.

CO CHAIR SCALZI asked M. Shadura to Iimt his testinony to his
position as a "potential nomnee" and to save his testinobny on
[Dr. Wiite and M. Nelson] until the House Special Commttee on
Fi sheri es neeting.

TAPE 01-41, SIDE B

MR. SHADURA outlined his famly's long history of fisheries
experience, stating his famly has lived in the Cook Inlet area
for 100 years, processing fish and operating traps. He listed
his experience as: a fish buyer who operates 21 locations; a
menber of the Kenai River Special Mnagenent Area who is very
concerned with the conditions of the river; a representative for
the Cook Inlet area in the Cook Inlet Aquaculture Association
for 20 years; and a nenber of the Cook Inlet Region Citizen
Advi sory Council - "the oil watchdog in Cook Inlet" - for 5
years. He also said, "I have a setnet fisherman."

MR. SHADURA enphasized he is an Al askan fisherman who believes
in Alaskans and wants to serve on the Board of Fisheries, to
"listen to the people of this state and affect change." He
expressed frustration wth the [lack of] cooperation and
comuni cation [from the Board of Fisheries nenbers over the

| ast six years. He added, "I have been denied access to them
| have been ridiculed publicly [by] them - and particularly,
John White."
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Nunber 2849

REPRESENTATI VE GREEN nentioned the assunption that when the
[fishing] nets [are activated], the fishing "dries up" in the
Kenai River and when the nets [are no longer in use], then "the
next day" there are fish in the [Kenai] R ver for the sport-
fishermen. He asked M. Shadura how he felt about the effect of

subsi stence and commercial fishing on "personal use" and sport
fishing.

MR. SHADURA replied, "I think the recipe is to sustain a high
return - as close to maxi mum sustainable yield, as possible."

He said the sport and personal use fisheries make up a snall
conponent of the return, particularly as pertains to the Kena
Ri ver, whereas the commercial fishery "takes the burden of both

those other[s], and maybe rightfully so."™ M. Shadura projected
the returns of the future will be "seriously dimnished fromthe
particular plans that are in effect at this point." He
reiterated his involvenent wth the comunity - nentioning
friends who are guides or subsistence users - and stated his
preference for a "balancing act."” He added, "In the Kenai, we

are very strong economcally throughout the state, because we
are bal anced. What we do object to is interference that creates
instability in that econony."”

Nunber 2750

REPRESENTATI VE GREEN stated that if [the Board of Fisheries]
does not arrive at the balance of which M. Shadura spoke, then
many personal-use fishermen would be affected. He suggested
that "five percent off comercial” mght supply "nore than
enough for all the personal use."

MR. SHADURA stated a point of consideration that the State [of
Al aska] has conme a long way since it took over the nanagenent of

the fisheries in 1959. He enphasized that [Alaska] cannot
survive wthout 1its commercial fisheries, saying "it's the
abundance nunbers that bring people to Alaska to fish on the
Kenai River." Subsequently, when there are reports of a poor

year, people don't go to the Kenai River to fish. He stressed
that the "commercial fishery is not out there to exclude
i ndi vi dual s."

Nunber 2650

REPRESENTATI VE FATE nentioned the fishernen on the Yukon and
Kuskokwi m Ri vers who have depended on their fisheries for years,
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but had no commercial season last year and will have none this
year. He asked M. Shadura to comment on possible solutions for
t hose peopl e.

MR. SHADURA admtted that he had not been involved with those
areas, but assured the commttee he would dedicate hinself to
finding a solution. He enphasized that he lives "this business”
every day, reading textbooks and doing all he can to understand
what it takes to "perpetuate the fisheries wherever I am"”

Number 2579

JUDE HENZLER, Executive Director, Bering Sea Fishernen's
Associ ation (BSFA), representing comercial and subsistence
"fishers" in Wstern and Interior Al aska, testified via

tel econference, in support of the reappointnent of Dr. White and
M. Nelson [to the Board of Fisheries].

Number 2519

ROBERT W LLIAMS spoke on behalf of the Kenai [Peninsula]
Fi sherman's Associ ation (KPFA), an organi zati on of approximately
250 to 300 people. He explained KPFA represents much of the
setnet fishing that takes place in the Cook Inlet Basin. He
stated that KPFA is opposed to the l|egislative confirmation of
Dr. John Wite to the Board of Fisheries. M. WIlianms said
KPFA feels a real need for a "bona fide" comrercial fisherman on
the Board of Fisheries, saying "as of now we only have one -
that's Gant Mller." He added that the governor had not
appointed any [fishernmen] to the Board of Fisheries in seven
years. He continued:

In Cook Inlet, in the basin, we have three board
menbers on this board, that ... are from our area
one's an attorney, one's a saltwater guide, and the
third is a retired sport-fish biologist. So, we have,
literally, no representation and this creates a |arge
i mbal ance when our issues are voted on.

MR. WLLIAMS stated his opinion that Dr. Wite has "nmaybe been
on the Board [of Fisheries] too long" and has a difficult tine

"dealing with" and listening to the public and hearing its
concerns, capabilities that M. WIIlians expressed should be a
prerequisite for serving on the Board of Fisheries. He

mentioned Dr. White's length of term on the Board of Fisheries
and said KPFA has been concerned about [Dr. Wiite] "devel oping
agendas. "
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MR. WLLIAMS also stated that Dr. White does not "take heed" of
the biological studies provided to him by ADF& s research

bi ol ogi sts. He added, "Lately this board has just been
di sregarding [the studies], and going [its] own way, Wwth sone
"wacky' science that really scares ne." M. WIIlians noted

t hat escapenents have been raised to the point where "[the Board
of Fisheries is going for sustained [yield], rather than for
maxi num sustained [yield]." He added that "down cycles" were
also to blane. M. WIIlians concluded, saying [KPFA] had no
objection to the reappoi ntnment of Russell Nelson to the Board of
Fi sheri es.

Number 2385

REPRESENTATI VE KAPSNER asked M. WIllians how he could say Dr.
VWhite was not a "bona fide" fishernman

MR. WLLIAVS defined a fisherman qualified to serve on the Board
of Fisheries as soneone who fishes all year round and is
involved in a variety of fisheries - perhaps in crab and cod -
and has a "w der spectrunt on what's happening in the fisheries.
Based on those guidelines, M. WIllianms admtted he would not
consider hinself a good candidate for the position.

MR, WLLIAMS said, "Qur representation right now, basically, has
no conmmercial fishing from our area on it." He renmarked that
the Board of Fisheries was supposed to hold a neeting every
three years, but has net five or six tines in the last six or
seven years. He said, "If we're going to get all this
attention, | really feel like we need to have sonebody [who]
represents our area."

REPRESENTATI VE KAPSNER asked M. Wllianms to clarify whether his
opposition was "not as nuch personal against Dr. Wite," as it
was a "geographic preference.”

MR. WLLIAMS did not agree, stating that he does not agree wth
the way Dr. Wite has conducted hinmself on the Board of

Fi sheri es. He reiterated his previous statenents that many
people find Dr. White to be unapproachable and unreceptive to
the best biological informtion. In regard to the Ilatter

statenment, M. WIlIlians al so nmentioned Chairnman [Dan] Coffey.
MR WLLIAMS, in response to Representative Kapsner, responded

that although it was probably not too long for a legislator to
serve for six years, the sane anmount of tine on a volunteer
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board was too long. He explained that many of the issues on the
Board of Fisheries are "contentious,” and a board nenber gets
involved in them and, understandably, wants to see them through,
but inevitably picks up "baggage" and "gets too nuch of an
agenda goi ng."

REPRESENTATI VE KAPSNER said Dr. Wite was very open-m nded, and
she was sorry that M. WIIlianms' experiences with him had not
been as good.

Number 2249

REPRESENTATI VE GREEN said he had presumed that the nenbers of
the Board of Fisheries were "neutral" and would "weigh things,"”
but M. WIllianms' use of the words, "agenda,"” "location," and
"association” nmade him think that M. WIIlians thought there
m ght be bias anong the Board of Fisheries nenbers.

MR WLLIAMS replied he could only "speak for his area.” He
sai d:

Qur fisheries ...in the [Cook] Inlet [have] pretty

much been dismantled in the |ast seven years. Ve

didn't expect the runs to be as high as they were in
the late eighties forever and the price to stay as
hi gh. ... we always knew we were going to cone off a
"cloud" for awhile, but basically, ... with the raise
in escapenent levels, it keeps us out of the water.
W only fish two days a week. So, there's five days a
week that fish are all in the river. If the peak of
the run cones in when the timng is right, we my get
an extra week in July.

W don't fish [coho salnon] any | onger. That
season's curtailed conpletely; we're out of the water
by August 7. ... Sone people in Cook Inlet start July
10 and they're done August 5. | nmean, we're talking
about a ... four- to five-week w ndow here with no
fishing time available for us. | don't know what el se
to say. O her than a real large return, we're so

limted on fishing tine.

We've lost our maxi num sustained yield on the Kenai

Ri ver, basically. And we had it before, and we )
also had a sustained yield on the other snmaller
tributaries, so it's not like we just worried about
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the Kenai and forgot about the rest - that was never
the board' s intent.

REPRESENTATI VE GREEN said "you're out of the water" and asked
M. WIllians if he was a setnetter

MR. WLLI AMS sai d yes.
Nunber 2147

REPRESENTATI VE McGUI RE asked if M. WIIlians could objectively
say what woul d have happened to subsistence and sport fish users
if the escapenent |evel had not been raised.

MR WLLIAVMS answered there are very few subsistence users in
the [Cook Inlet] area at this tine. He stated that a few
educational permts are allowed for fishing in the river, and
"they" have been very good about not fishing when there's no
escapenent . M. WIllians said the condition of "maxinum
sustained vyield" is <created, by deciding "what w ndow of
escapenent is going to bring back the nost fish to the river.™

He conti nued:

What's happened since then is we went from an MY
[ maxi mum sustained vyield] to an OEG [optinmum
escapenent goal]. In other words, it's going to
sustain a fishery, but it's going to take into
consideration the socio/economc factors in the river,

[for instance]: gui des [and] the public. And we've
never had a problem with that. W just never found
any common ground, ... it's always been one way or the
ot her.

Di pnetters, basically, are able to fish two to three
weeks [and] harvest anywhere from 150,000 to 300,000
sockeye in the Cook Inlet basin. Sport fishermen, at
best, can only harvest 2 out of 10 fish that go up the
river. So what happens is we let so nmany fish in the
river ... get harvested. W put over a mllion fish
in the Kenai [River], and the return suffers for it.

During Exxon Valdez that happened -- four or five
other years. |If you get a biological escapenent goal

up in that area, that neans take out all the fish that
have been caught. It will actually make the spawning
escapenent -- Qur departnent brought forth the nunbers
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they thought best, roughly, a BEG of 300,000 to
500, 000 i s what brought back our best funds.

REPRESENTATI VE GREEN questi oned being up to 800, 000.

MR. WLLIAMS answered, "Actually, 1.2 mllion (indisc.) account,
whi ch would bring [900,000] to [950, 000]. He clarified he was
not blamng the actions of the Board [of Fisheries] for
stat ewi de poor runs, but was concerned with [the nunbers].

Nunmber 1997

DR VWH TE responded to the last statements by M. WIIlians,
sayi ng, "Reasonable people differ in their interpretations of
the data.” He said he respectfully disagreed with M. WIllians
presentation, which was based solely upon the Kenai River. Dr.

Wiite stated the higher escapenent goals inproved the total
nutrinment of the system and were better, not only for the target
species of red salnon, within the Kenai R ver drainage, but for
the "healthy carrying capacity" of the ecosystem for all species
in the Kenai River. He nentioned rainbow trout, Dolly Varden,
Coho, and other red salnon in the Russian River. Dr. Wite
pointed out M. WIlianms neglected to address that increased
escapenent also allowed for greater escapenent on "the west
side" and into the northern rivers in the Anchorage Basin:
Turnagain Arm Knik Arm and the Susitna [River].

CO CHAIR SCALZI asked Dr. Wiite to clarify that [what he just
stated] was contrary to the recommendati ons of ADF&G

DR. WHI TE responded he did not agree with that. He said, "The
Board [of Fisheries] has the authority to have optiml sustained
yield, which my be above or below an escapenent |evel
determ ned for one specie.” He enphasized that [the Board of
Fisheries] worked with [ADF&G at length "to stay within the
confines of sustainable yields for all species.” He said there
was a concurrence. Dr. Wite allowed that a possible
interpretation mght be that there was a difference in the
maxi mum sust ai ned yield, only for Kenai red sal non.

Number 1835

REPRESENTATI VE KAPSNER, regarding Dr. Wite's statenent about
hi gher escapenent goals inproving the nutrinment of the system
mentioned an article fromthe Anchorage Daily News that said the
greater the nunber of spawning fish that eventually deconpose,
the better it is for the ecosystemof the fish fry.
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CO CHAIR SCALZI added that there is a difference of opinion on
"how nuch fish you can put in a river." He nmentioned that
Coghill Lake was dead for 10 years after over-escapenent. He
poi nted out Carl Rosier was in the room from ADF&G

Nunber 1748

KEN LARSON, a charter boat operator "out of Val dez, Al aska" and
menber of the Valdez Charter Boat Association (VCBA), testified
via teleconference in support of the reappointnment of M. Nelson
and Dr. Wihite to the Board of Fisheries. Regar di ng the subj ect
of length of term in office, M. Larson said, "I don't |ike
going back to the beginning, if there's a body of know edge out
there that can be used and shoul d be used."

Number 1707

VIRG L UWHENOUR, former nenber of the Board of Fisheries,
testified via teleconference in support of M. Nelson and Dr.
Wi te. He worked with Dr. Wiite and, contrary to the statenent
made in previous testinony, said Dr. Wite always goes out of
his way to nake hinself available to the public.

Nunmber 1669

PATRI CK BOOKEY, representing hinmself and "Luck of the Irish
Charters," out of Valdez, Al aska, testified via tel econference
in support of the reappointnent of Dr. Wiite and M. Nelson to
the Board of Fisheries. He stated both appointees are
experienced and have shown their "capacities" and "abilities" in
t he past.

Nunmber 1636

GEORGE YASKA, testified via teleconference, on behalf of the
Tanana Chief's Conference and its president, Steve Quiness (ph),
in support of the reappointnent of Dr. Wiite and M. Nelson to
the Board of Fisheries. He stated both appointees have been
"good conservators of the resource on the Yukon [River] and
t hroughout Al aska."

Nunmber 1566

CARL ROSIER, President, Alaska Qutdoor Council (ACC), read the
follow ng testinony, [available in the conmttee packet]:
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As many of you know the Alaska Qutdoor Council is an
associ ation of 45 outdoor recreation groups supporting
conservation and wse wuse of Alaska's fish and
wldlife resources, protection of public access, fair
al l ocation of resources, and equal protection of the
constitutional rights of all Al askans to use our
nat ural resources.

The Al aska Qutdoor Council is a strong supporter of
the Al aska Board regqulatory system During the nearly
30 years of ny career with the Al aska Departnent of
Fish & Gane, | have had the opportunity to observe and
participate in a significant nunber of Board of
Fisheries regulatory sessions with a variety of board
menbers. Al aska's system is the nost publicly open
process in the nation and when one views the generally
good condition of our fish resources it is a system
that has served the state well. A significant part of
the board' s effectiveness has been the quality and
continuity of many dedicated individuals that have
served on what we consider to be the toughest
regul atory appointnment in the state.

Your committee has before it two very dedicated and
capable individuals that are truly deserving of being
confirmed for another term on the Board of Fisheries.
The current Board of Fisheries operates as a
consensus- bui | di ng entity t hat has est abl i shed
efficient processes to bring opposing views to the
table for resolution anobng the stakeholders and
further enl i ght ennment of the board. | f t he
st akehol ders cannot reach consensus, the board has the
| ast and best information on which to nake the final
decision on a given issue. Much of this system has
been arrived at through the | eadership of Dr. Wite.

The present board | eaves no question about science and
conservati on of t he resource bei ng priority
considerations in the regulatory decision process. In
this arena the Board of Fisheries has conpleted the
initial devel opnment of a sustainable fisheries policy
for the state and is now naking application to the
various fisheries statew de. Devel opnent of the
policy has occurred in conjunction wth stakehol der
groups and the technical support of ADF&G Thi s
policy is now providing guidance to the public, the
departnment, and future boards on decision making to
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assure continued sustained yield of our fisheries

resour ces. In our view, [it is] a good piece of work
under the leadership ... of Dr. Wite and one that
wll go far in assuring the health of our fishery's
resour ces.

Bal ance in regard to decisions affecting a variety of
user groups by the current board is probably the best

| have observed in a fish board. No one interest
group domnates the board as we have frequently
observed in the past. It is AOCs view that the

present Board gives true consideration of public
demands, whether you are [a] commercial, subsistence,
personal -use, or sport [user]. As a participant, you
may  not like a decision, but you have every
opportunity to make your case and know that the board
is listening and fairly eval uating your view.

Al'l menbers of the current board conme to the neetings
well prepared and it is obvious by the debates within
the board that the reans of material produced for the
board's edification is indeed being used to support
t he board's deci sions.

The two nenbers before you for confirmati on have grown
in their know edge and understanding of the various
conplex fisheries in our state. Both of these
i ndi vidual s have becone an integral part of a well
functioning regulatory board that is inportant to all
Al askans. The system is functioning well and the
Al aska Qut door Counci | ur ges you to support
confirmation of Dr. John White and M. Russell Nelson
for another termon the Board of Fisheries.

Thank you for the opportunity to testify.

Nunber 1287

REUBEN HANKE, owner/operator of a guide business on the Kenai
Ri ver, testified via teleconference in support of t he
reappointnent of Dr. Wite and M. Nelson to the Board of
Fi sheri es. Regardi ng both appointees, he listed the follow ng
consi derati ons: they served well on the Board of Fisheries;

they were very approachable; and they displayed inpartiality
between comrercial fishing, sport fishing, personal use, or
subsi stence fishing, in decisions affecting those groups.
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Nunber 1231

JOE HANES, an Alaskan resident for 39 years and Kenai R ver
guide for the past 22 years, testified via teleconference in
support of the reappointnent of Dr. Wiite and M. Nelson to the
Board of Fisheries. He rem nded the House Resources Standing
Commttee that there are two primary, harvestable wld stocks
left in the United States, which are located in the Cook Inlet

and the Bering Sea. He said, "And yet, in the history of
manki nd, we have yet to save -- and have a sustainable fishery,
both conmmercial and sport. And this board makes very tough

decisions, in an attenpt, for the first tine ever, to acconplish
t hat goal ."

MR. HANES nentioned fishing tine that's been |ost by hinself,
drifters, and setnetters, and reiterated that M. Nelson and Dr.
White nust make tough decisions on the board. He said:

l"d just like to see them continue. And, hopefully we
can ... make sone of these other decisions that affect
all of us here in Cook Inlet, sonme of which you don't
all  have control over, but -- for instance, 1/2
mllion pounds of pollock was harvested 15 years ago
and | ast year they harvested 3 billion pounds.

Nunmber 1095

DREW SPARLIN, testifying via teleconference, nentioned he had
submtted witten testinony, [included in the commttee packet],
and stated his opposition of the reappointnment of Dr. Wite to
the Board of Fisheries. He said Dr. Wite had not served the
commercial industry well, or fairly. M. Sparlin noted his own
experience of 37 years in the industry, as a "drifter." He
mentioned his observation of "fish politics" throughout those
years, working with many boards and many people involved wth
t hose boards. M. Sparlin indicated an escapenent problem that
occurred last year, when the drift fleet and set nets were
restricted for a "great length of tinme." He nentioned coho
[ sal ron], sockeye [salnobn], the Kenai River, and "20 mllion
pi nks swi nm ng up the Cook Inlet." He continued:

W asked the department to open the fishery, as early
as August 4, and we asked them to enact energency
orders, so that they <could conduct a reasonable
fishery. There [were] 150,000 "hunpies" caught |ast
year, and 21 mllion, by the Departnent of Fish &
Gane's estimate of 21 mllion, that swam into the Cook
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I nlet. At the sane tine we were here in Sol dotna,

considering declaring the area a disaster. W have
canneries that are closing. Processing plants are
| eaving, right and left. W need to understand that

we have to have a stable industry, and we have to have
an opportunity to be able to participate in surplus

stocks, so that this can be economcally passed
t hroughout our community, and therefore benefit the
State of Al aska.

MR. SPARLIN recognized he expressed the mnority opinion from
those who had previously testified, but wurged the House
Resources Standing Conmittee to "seriously investigate sone of
these issues.” He stated it is wong when not one person on the
Board [of Fisheries] derives "a significant portion of their
i ncome” from comercial fishing.

Number 0901

REPRESENTATI VE KAPSNER asked M. Sparlin to clarify his
statenment about the qualifications of Board of Fisheries
menbers.

MR. SPARLIN reiterated that there should be better commercial
fisheries representation on the Board of Fisheries, considering
how i nportant commercial fisheries are to the State of Al aska.
He added that Dr. Wite is a dentist, and doesn't do a lot of
commercial fishing and the other two nenbers [of the Board of
Fisheries] who have permts are "very marginal comercial
fishernmen,” in terns of their incone derived fromfishing.

REPRESENTATI VE KAPSNER r esponded:

This summer we had just a handful of openings, and
nost people who fished, didn't make enough noney to
rei mburse the cost of gas, or their crew One guy
from Kasi gl uk went out fishing and | heard him on the
radio saying that he had enough noney after that
"opener"” to buy his kids a half-gallon of ice cream
W just don't have a fishery there anynore and | don't
think that's the fault of the Board of Fisheries.
It's just not there. And I'msure that if we did have
a fishery, 1'd see Dr. Wite fishing every "opener."

MR. SPARLIN replied he appreciated Representative Kapsner's
statenent and synpathized wth the "severe situation," but
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pointed out that the issues being discussed have been ongoing
during Dr. Wiite's ternms on the Board of Fisheries.

Nunber 0702

AUSTI N AHVASUK, Subsi stence Specialist, Kawerak, Inc., testified
via tel econference. M. Ahmasuk nentioned testifying before the
Board of Fisheries on several occasions, as well as attending "a
significant portion of the nonth-long January neeting 1in
Anchorage this year." He stated:

The Board of Fisheries has the very difficult task of
devel oping fisheries regulations that nust answer to
wi de interests and reasoned scientific understanding.
Dr. John Wihite and Russell Nelson both represent
voting records on inportant fishery regulations that
favor Western Al askan salnmon and non-sal non stocks
t hat have seen di sastrous returns. Thei r
participation in the Board of Fisheries actions in
past years has brought to light sonme of the biologica
concerns that our region has been pointing to for the
| ast 10 years. Though Dr. White and M. Nelson have
voted favorably in past years on inportant fishery
issues for Western Alaska, they understandably nust
make decisions on other fish stocks throughout all of
Al aska. Having seen firsthand the rationale wthin
the Board of Fisheries, |'m happy to recommend Dr.
VWhite and M. Nelson for confirmation to the Board of
Fi sheries, [because of] their high |level of calculated
and thoughtful efforts in this state's Board of
Fi sheries regul atory process.

DON STILES, Fishery Specialist, Kawerak, Inc., testified via
tel econference, on behalf of Kawerak's 22 tribal organizations
and over 6,000 residents throughout the Bering Straits region,
in support of the reappointnent of Dr. Wiite and M. Nelson to
the Board of Fisheries. He stated:

During ... the candidates' tenure on the Board, they
have acted as responsible stewards for the fisheries
of Al aska, and [have] well-represented all the user
groups - subsistence, commercial, and sport - involved
in the board process. Both M. Nelson and Dr. Wite
go out of their way to ensure that they fully
understand the issues before the Board [of Fisheries]
and weigh the often-conflicting public viewpoints to
arrive at well-balanced and rational deci sions.
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Number 0502

CO CHAIR SCALZI announced the end of public testinony and said
the confirmati on hearings would conti nue on Wednesday, April 25,

2001.
ADJ OQURNMVENT

There being no further business before the commttee, the House
Resources Standing Committee neeting was adjourned at 4:29 p.m
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