ALASKA STATE LEQ SLATURE
HOUSE RESOURCES STANDI NG COMM TTEE
May 9, 2003
8:10 a. m

MVEMBERS PRESENT

Representative Hugh Fate, Chair
Representative Beverly Masek, Vice Chair
Representative Carl Gatto
Representative Cheryll Heinze
Representative Bob Lynn

Representative Carl Morgan
Representative Kelly Wl f

Representative Beth Kerttul a
Representative Sharon Ci ssna
Representative David CGuttenberg

VEVMBERS ABSENT
Al l nmenbers present
COW TTEE CALENDAR

HOUSE BI LL NO. 277

"An Act relating to the powers of the Regulatory Conm ssion of
Alaska in regard to intrastate pipeline transportation services
and pipeline facilities, to the rate of interest for funds to be
paid by pipeline shippers or carriers at the end of a suspension
of tariff filing, and to the prospective application of
i ncreased standards on regulated pipeline utilities; allowng
the commssion to accept rates set in conformty wth a
settl ement agreenent between the state and one or nore pipeline
carriers and to enforce the terns of a settlenent agreenent in
regard to intrastate rates; and providing for an effective
date."

- HEARD AND HELD
SENATE BI LL NO. 147
"An Act relating to control of nuisance wld aninmals; and
providing for an effective date."

- MOVED SB 147 OQUT OF COW TTEE

CS FOR SENATE BI LL NO. 155(RES)
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"An Act relating to predator control prograns; and providing for
an effective date.™

- MOVED CSSB 155(RES) OQUT OF COW TTEE

HOUSE BI LL NO. 246

"An Act relating to the limtation on upland acreage that a
person may take or hold under oil and gas |eases; and providing
for an effective date."

- SCHEDULED BUT NOT HEARD

SENATE BILL NO 88
"An Act relating to standards for forest resources and
practices; and providing for an effective date.”

- SCHEDULED BUT NOT HEARD
HOUSE BI LL NO 196
"An Act relating to carbon sequestration; and providing for an
effective date."
- SCHEDULED BUT NOT' HEARD
PREVI QUS ACTI ON
BILL: HB 277

SHORT TI TLE: Pl PELI NE UTI LI TI ES REGULATI ON
SPONSOR(S): REPRESENTATI VE(S) DAHLSTROM

Jrn-Date Jrn- Page Action

04/ 17/ 03 1026 (H) READ THE FI RST TI ME -
REFERRALS

04/ 17/ 03 1026 (H &G L&C

04/ 22/ 03 (H &G AT 3:15 PM CAPI TOL 124

04/ 22/ 03 (H -- Meeting Canceled --

04/ 23/ 03 1081 (H COSPONSOR('S) : KOHRI NG

04/ 24/ 03 1108 (H RES REFERRAL ADDED AFTER O8G

04/ 24/ 03 (H &G AT 3:15 PM CAPI TOL 124

04/ 24/ 03 (H Heard & Held

04/ 24/ 03 (H M NUTE( O&G)

04/ 29/ 03 (H &G AT 3:15 PM CAPI TOL 124

04/ 29/ 03 (H Schedul ed But Not Heard

05/ 01/ 03 (H &G AT 3:15 PM CAPI TOL 124

05/ 01/ 03 (H Moved CSHB 277(0&G Qut of
Comm ttee

05/ 01/ 03 (H M NUTE( O&G)
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05/ 02/ 03
05/ 02/ 03

05/ 02/ 03
05/ 02/ 03

05/ 05/ 03
05/ 05/ 03

05/ 05/ 03
05/ 05/ 03
05/ 06/ 03
05/ 06/ 03
05/ 07/ 03
05/ 07/ 03
05/ 07/ 03
05/ 07/ 03
05/ 07/ 03
05/ 09/ 03
05/ 09/ 03
05/ 09/ 03

1316
1316

1316
1317
1372
1372
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L&C AT 3:15 PM CAPI TOL 17
Schedul ed But Not Heard

<M g. Postponed to 4:00 PW
RES AT 1:00 PM CAPI TOL 124
<Pendi ng Referral > -- Meeting
Cancel ed - -

&G RPT CS(0&G) NT 1DP 6NR
DP: KOHRING NR HOLM
ROKEBERG, FATE,

KERTTULA, CRAWFORD, MCGUI RE
FN(S): FORTHCOM NG

FN1: ZERQ(REV) RECEI VED
FN2: ZERQ( DNR) RECEI VED
RES AT 8: 00 AM CAPI TOL 124
Bill Postponed 1:30 PM - -
RES AT 1:30 PM CAPI TOL 124
Heard & Held

M NUTE( RES)

L&C AT 3:15 PM CAPI TOL 17
Schedul ed But Not Heard
RES AT 8:00 AM CAPI TOL 124

BILL: SB 147
SHORT TI TLE: CONTROL OF NUI SANCE W LD ANI MALS
SPONSOR(S): SENATOR(S) GREEN

Jrn-Date Jr n- Page Acti on

03/ 17/ 03 0517 (S) READ THE FI RST TI ME -
REFERRALS

03/ 17/ 03 0517 (S) RES, FIN

04/ 16/ 03 (S) RES AT 3: 30 PM BUTROVI CH 205

04/ 16/ 03 (S Moved Qut of Commttee

04/ 16/ 03 (S) M NUTE( RES)

04/ 17/ 03 0891 (S) RES RPT 5DP 2NR

04/ 17/ 03 0891 (S) DP: OGAN, SEEKI NS, STEVENS B,
WAGONER,

04/ 17/ 03 0891 (9 DYSON; NR: LI NCOLN, ELTON

04/ 17/ 03 0891 (S) FN1: (DFGQ

04/ 23/ 03 (S) FIN AT 10: 00 AM SENATE
FI NANCE 532

04/ 23/ 03 (S) Heard & Held

04/ 23/ 03 (S) M NUTE( FI N)

04/ 25/ 03 0966 (S) FIN RPT 5DP 2NR

04/ 25/ 03 0966 (S) DP: GREEN, W LKEN, TAYLOR,
BUNDE;

04/ 25/ 03 0966 (S) STEVENS B; NR HOFFMAN, OLSON

04/ 25/ 03 0966 (S) FN1: (DFGQ
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COSPONSOR(S): W LKEN, TAYLOR,
SEEKI NS,

WAGONER, DYSQON, BUNDE,
CONDERY, OGAN

OLSON, STEVENS B

FIN AT 9: 00 AM SENATE FI NANCE
532

Moved Qut of Conmittee

M NUTE( FI N)

RULES TO CALENDAR 4/ 29/ 2003
READ THE SECOND TI ME
ADVANCED TO THI RD READI NG

4/ 30 CALENDAR

READ THE THI RD Tl ME SB 147
PASSED Y18 N E1 Al
EFFECTI VE DATE(S) SAME AS
PASSAGE

ELLI S NOTI CE OF

RECONSI DERATI ON

RECONSI DERATI ON NOT' TAKEN UP
TRANSM TTED TO (H)

VERSI ON: SB 147

READ THE FI RST TI ME -
REFERRALS

RES, FIN

RES AT 8: 00 AM CAPI TOL 124

SHORT TI TLE: PREDATOR CONTROL/ Al RBORNE SHOOTI NG

SENATOR(S) SEEKI NS

04/ 25/ 03 0976
04/ 25/ 03 0976
04/ 25/ 03 0976
04/ 25/ 03

04/ 25/ 03

04/ 25/ 03

04/ 29/ 03 1027
04/ 29/ 03 1027
04/ 29/ 03 1028
04/ 30/ 03 1051
04/ 30/ 03 1051
04/ 30/ 03 1051
04/ 30/ 03 1051
05/ 01/ 03 1091
05/ 01/ 03 1091
05/ 01/ 03 1091
05/ 02/ 03 1268
05/ 02/ 03 1268
05/ 09/ 03

BILL: SB 155
SPONSOR( S) :
Jrn-Date Jrn- Page
03/ 20/ 03 0551
03/ 20/ 03 0551
03/ 31/ 03

03/ 31/ 03

03/ 31/ 03

04/ 02/ 03

04/ 04/ 03

04/ 04/ 03

04/ 04/ 03

04/ 16/ 03

04/ 16/ 03

04/ 16/ 03

04/ 17/ 03 0892

HOUSE RES COW TTEE

(S)

(S)
(S)
(S)
(S)
(H
(S)
(S)
(S)
(S)
(S)

(S)
(S)

Action
READ THE FI RST TI ME -
REFERRALS
JUD, RES
JUD AT 1:30 PM BELTZ 211
Heard & Hel d
M NUTE( JUD)
M NUTE( RES)
JUD AT 1:30 PM BELTZ 211
Heard & Hel d
M NUTE( JUD)
JUD AT 1: 00 PM BELTZ 211
Moved CSSB 155(JUD) Qut of
Commttee
M NUTE( JUD)
JUD RPT CS 2DP 2DNP 1NR NEW
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TI TLE

04/ 17/ 03 0892 (S DP: SEEKI NS, THERRI AULT;

04/ 17/ 03 0892 (S DNP: FRENCH, ELLIS; NR OGAN

04/ 17/ 03 0892 (S FN1: ZERQ( DFG)

04/ 30/ 03 (S RES AT 3: 30 PM BUTROVI CH 205

04/ 30/ 03 (S Moved CSSB 155(RES) CQut of
Commi ttee

04/ 30/ 03 (S M NUTE( RES)

05/ 01/ 03 1073 (S RES RPT CS 5DP 1DNP NEW Tl TLE

05/ 01/ 03 1074 (S DP: WAGONER, DYSON, LI NCOLN,
STEVENS B,

05/ 01/ 03 1074 (S SEEKINS; DNP: ELTON

05/ 01/ 03 1074 (S FN1: ZERQ( DFGQ

05/ 02/ 03 1105 (S RULES TO CALENDAR 5/ 2/ 2003

05/ 02/ 03 1105 (S READ THE SECOND TI VE

05/ 02/ 03 1105 (S RES CS ADOPTED UNAN CONSENT

05/ 02/ 03 1106 (S ADVANCED TO THI RD READI NG 5/ 3
CALENDAR

05/ 02/ 03 1106 (S COSPONSOR('S): LI NCOLN, OGAN,
CONDERY,

05/ 02/ 03 1106 (S GREEN, DYSON, WAGONER,
STEVENS B,

05/ 02/ 03 1106 (S THERRI AULT

05/ 03/ 03 1133 (S READ THE THI RD Tl ME CSSB
155( RES)

05/ 03/ 03 1133 (S COSPONSOR('S) :  HOFFMAN,
W LKEN, TAYLOR

05/ 03/ 03 1133 (S PASSED Y14 N1 E5

05/ 03/ 03 1133 (S EFFECTI VE DATE(S) SAME AS
PASSAGE

05/ 03/ 03 1133 (S ELTON NOTI CE COF
RECONSI DERATI ON

05/ 04/ 03 1147 (S RECONSI DERATI ON NOT TAKEN UP

05/ 04/ 03 1148 (S TRANSM TTED TO (H)

05/ 04/ 03 1148 (S VERSI ON. CSSB 155( RES)

05/ 05/ 03 1306 (H READ THE FI RST TI ME -
REFERRALS

05/ 05/ 03 1306 (H RES, CRA

05/ 08/ 03 1481 (H CROSS SPONSOR(S): MORGAN

05/ 09/ 03 (H RES AT 8: 00 AM CAPI TOL 124

W TNESS REG STER
LARRY HOULE, General Manager

Al aska Support Industry Alliance
Anchor age, Al aska
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POSI TI ON  STATEMENT: Testified in support of the proposed
commttee substitute (CS) for HB 277 dated 5/6/2003.

ROBIN O BRENA, Attorney at Law

Brena, Bell & O arkson, PC

Anchor age, Al aska

POSI TI ON  STATEMENT: On behalf of Tesoro Al aska Conpany and
Anadar ko Petrol eum Corporation, expressed concerns about HB 277
and asked that it be held to nore carefully consider its
i npacts.

BONNI E ROBSON, Deputy Director

Division of Ol & Gas

Department of Natural Resources

Anchor age, Al aska

PCOSI TI ON STATEMENT:  Answered questions on HB 277.

JANI CE GREGG LEVY, Assistant Attorney General

Ql, Gas & Mning Section

Civil Division (Juneau)

Departnent of Law

Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions on HB 277.

DAVE HARBOUR, Commi ssioner, Chair

Regul at ory Conmi ssion of Al aska

Department of Comrunity & Econom c¢ Devel opnent ( DCED)

Anchor age, Al aska

POSI TI ON  STATEMENT: Expressed concerns with HB 277 and the
regulatory void it would | eave.

AL BOLEA, President
BP Pi pel i nes Al aska
POSI TI ON STATEMENT: Answered questions relating to HB 277.

RANDAL BUCKENDORF, Counsel

Anchor age Legal Depart nment

ConocoPhi | I'i ps Al aska, Inc.

Anchor age, Al aska

POSI TI ON STATEMENT: Answered questions relating to HB 277.

ROBERT DORAN

Wasi |l a, Al aska

POSI TI ON STATEMENT: Testified in support of SB 147 as soneone
wth a business that deals wth problem wildlife or aninal
damage control.
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JACQUELI NE TUPQU, Staff

to Senator Lyda G een

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Presented SB 147 on behalf of Senator
G een, sponsor, and answered questions.

MATT ROBUS, Director

Division of WIldlife Conservation

Al aska Departnent of Fish & Gane

Juneau, Al aska

POSI TI ON STATEMENT: Testified on SB 147 and answered questions;
testified on SB 155, saying the admnistration finds
CSSB 155(RES) unacceptabl e because the comm ssioner is entirely
removed from the process, and proposing an anendnent as a
conprom se between that and the original bill version

KAREN DEATHERAGE

Def enders of Wldlife

Anchor age, Al aska

POSI TI ON STATEMENT: Testified on SB 147, noting that she hadn't
been aware of it; acknow edged it nay be a positive bill, but
rel ated sone questions and concerns.

SENATOR RALPH SEEKI NS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as sponsor of SB 155, explaining
changes in CSSB 155(RES) and answering questi ons.

JESSE VANDERZANDEN, Executive Director

Al aska Qut door Council (AQCQC)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of SB 155.

DI CK BI SHOP
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in support of SB 155.

PAUL JOSLIN, Conservation Biol ogi st

Al aska Wldlife Aliance (AW

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to SB 155.

JENNA VWHI TE
Anchor age, Al aska
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POSI TI ON  STATEMENT: Testified on SB 155, expressing concerns
and countering figures given as reasons for the |egislation.

VI C VANBALLENBERGHE
Anchor age, Al aska
POSI TI ON STATEMENT: Expressed concerns about SB 155.

ROBERT FI THI AN, Executive Director

Al aska Prof essional Hunter Association

Tonsi na, Al aska

POSI TI ON STATEMENT: Testified in support of SB 155.

ACTI ON NARRATI VE

TAPE 03-40, SIDE A
Number 0001

CHAIR HUGH FATE called the previously recessed House Resources
Standing Conmittee neeting of May 7, 2003, back to order at
8:10 a.m Represent ati ves Fat e, Gatto, Hei nze, Wl f,
Quttenberg, and Kerttula were present at the call to order.
Representatives Masek, Lynn, and Mrgan arrived as the neeting
was i n progress.

The comm ttee took a brief at-ease.

HB 277-PI PELI NE UTI LI TI ES REGULATI ON

Nunmber 0108

CHAI R FATE announced that the first order of business would be
HOUSE BILL NO 277, "An Act relating to the powers of the
Regul at ory Conmmi ssion of Alaska in regard to intrastate pipeline
transportation services and pipeline facilities, to the rate of
interest for funds to be paid by pipeline shippers or carriers
at the end of a suspension of tariff filing, and to the
prospective application of increased standards on regulated
pipeline utilities; allowing the comrmission to accept rates set
in conformty with a settlenent agreenent between the state and
one or nore pipeline carriers and to enforce the terns of a
settlement agreenent in regard to intrastate rates; and
providing for an effective date."

[Before the conmttee, adopted as a work draft on May 7, 2003,

was a proposed commttee substitute (CS) |abeled CSHB 277(RES)
bil.doc, 5/6/2003.]
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CHAI R FATE inforned nenbers of his intention to try to perform
sonme cleanup based on testinmony heard from both sides of the
i ssue.

Number 0280

LARRY HOULE, Ceneral Manager, Al aska Support Industry Alliance
("the Alliance"), began by explaining that the Alliance is a
statewide nonprofit trade association wth chapters in
Fai r banks, Anchorage, and Kenai. He paraphrased the follow ng
witten testinony:

The Alliance trade association nenbership is conprised
of 420 nenber conpanies that provide support services
and products to Alaska's oil and gas industry. Qur
menber conpani es enploy over 25,000 Alaskans worKking
in Alaska's oil patch. In short, Alliance nenber
conpani es perform contract services and sell products
to the entire oil patch from the exploration phase
through to the refining industry.

Initially, nmy 21-nmenber board of directors |ooked at
HB 277 and reached no consensus in the position we
shoul d t ake. However, now that the original bill has
been appropriately anmended by the bill's sponsor,
Representative Dahlstrom and the admnistration has
submtted their amendnents, the 21-nenber board of the
Al'liance, by majority vote, has elected to support the
anended version [Version CSHB 277(RES) bi | . doc,
5/ 6/ 2003] .

W Dbelieve the current CS provides clarity in the
regul atory arena. This legislation defines the
jurisdictional boundaries with regard to intrastate
transportation that is |long overdue. The role of DNR
as the |andowner is defined. The bill confirnms the
jurisdiction of the FERC over interstate matters and
finally clarifies and defines the RCA' s jurisdiction
over intrastate services rendered by comon carrier
pi pel i nes.

In summary, the bill tells us who the rule nakers are.
It defines the rule nakers' jurisdiction, which brings
the much needed certainty to the private sector,
certainty that is essential when making the huge |ong-
term capital investnents required by oil and gas
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conpanies to develop Alaska's natural resources for
the benefit of Al askans.

MR. HOULE concluded by asking the commttee to nove the bill
f orward.

Nunmber 0643

ROBIN O BRENA, Attorney at Law, Brena, Bell & darkson, PC,
explained that he had been retained by both Tesoro Al aska
Conpany ("Tesoro") and Anadar ko Pet r ol eum Cor por ati on
("Anadarko") to assist them in reviewng HB 277. He began by
respectfully disagreeing with nost of the testinony from the
proponents of HB 277. M. Brena said, "W are not here today
because the Alaska Pipeline Act is broken; we are here today
because the Al aska Pipeline Act worked exactly as it is supposed
to work and they would |Iike to change that now. "

MR. BRENA told nenbers that for the past 25 years there has been
no economc regulation of the Trans-Al aska Pipeline System
(TAPS) by any regulatory body. Furthernore, there hasn't been a
just and reasonable rate on TAPS prior to the Regulatory

Comm ssion of Alaska's (RCA's) Oder 151. It's the first tine
in 25 years that standard ratenmaki ng practices and | aw have been
applied to set a just and reasonable rate. He said RCA
determined that in the past 25 years the TAPS owners have
overcharged their ratepayers $10 billion. The state's interest
in those overcharges is 25 percent. To date, the state has
forgone $2.5 billion and will forgo an additional $2.5 billion

bet ween now and 2011.

MR. BRENA pointed out that RCA lowered the rate from Punp
Station No. 1 to Valdez by 70 percent, a large decline. Thus
TAPS owners were allowed to recover 100 percent of their
i nvestnment and every operating cost incurred, and earned a 14
percent return on their investnent. Currently, the State of
Alaska is losing $120 nmillion to 150 mllion a year due to
excessive charges. M. Brena highlighted that the Al aska
Pipeline Act is not about overlapping jurisdiction anong state
agencies or regulatory certainty; rather, it's about excessive
rates. These are rates that the RCA has finally decided to set.

Nunber 1011
MR. BRENA noted that nenbers' packets should contain his witten

remarks and a sectional analysis. He enphasized that limting
RCA's authority regarding intrastate nmatters isn't in the
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[state's] interest. As the Act is currently witten, there is
seanl ess jurisdictional authority between the state and federal
regul atory reginmes. The Act currently says, "To the extent not
preenpted by federal Ilaw, the state has the authority to
regul ate.” However, this | egislation includes several
provisions that intend to pull back that authority.

MR. BRENA drew attention to the last page of his witten
testinony, a chart entitled "Jurisdictional Gap." The top bar
graph illustrates seam ess jurisdiction under the existing Act.
However, HB 277 redefines the RCA's authority to entail
intrastate matters only. He explained that the Act was witten
to ensure proper resource devel opnent. The federal Acts don't
have certification facilities or abandonnent jurisdiction.
Under the federal regine, [a state] with a pipeline in service
is only told how much can be charged. Therefore, all of the
t hi ngs necessary for Alaska to control its future with regard to
its transportation infrastructure wuld fall in that gap.
Included in that gap are all interstate matters not subject to
federal regulation, which enconpasses a |ot.

MR. BRENA posed a situation in which [a conpany] discovers oil
in a new North Slope field and wants to transport it to the
Lower 48 market, where over 90 percent of the oil goes today.
He asked how [the conpany] would connect to the pipeline system
because it would have no right to connect to existing pipeline
systens if HB 277 were passed. Under federal |aw, the Federal
Energy Regul atory Conm ssion (FERC) has no authority to require
a connecti on. However, under existing state |law, the RCA can
require a connection. Under HB 277, however, RCA couldn't
because it would be an interstate novenent of oil, and HB 277
restricts the RCA's authority to intrastate matters only.
Therefore, passing HB 277 would result in the state's forgoing
the power to require common carriers to connect to new fields.

Nunmber 1308

MR. BRENA discussed a situation in which a producer discovers
oil but one of the common carriers needs to expand its capacity
in order to efficiently develop the resource. The federal |aw
doesn't require the carrier to expand capacity; under existing
state law, however, the state, through the RCA, could require
expanded capacity. Under HB 277, the state would forgo its
authority to order a common carrier pipeline to expand its
capacity to transport oil that's going to be transported out of
Al aska, which is where nost of Al aska's resources go.
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MR. BRENA turned to efficiency inprovenent. He pointed out that
RCA has the authority to require that the pipeline facilities

operate efficiently and at the |owest cost. However, FERC
doesn't have that authority. If HB 277 passes, the State of
Al aska will be forgoing its jurisdictional authority to require

a common carrier pipeline to operate efficiently.

MR. BRENA addressed abandonnent. Under federal |aw, he said,
the federal governnment could turn off the spigot on TAPS today
and FERC woul d have no recourse. He enphasized that there is no
federal abandonnment authority. |If RCA's authority is restricted
to intrastate matters only, the state wll be forgoing the
ability to require them to continue to operate facilities that
are necessary for interstate comerce.

Nunmber 1421

MR. BRENA suggested HB 277 is really about noney, specifically,
DR&R [dismantl enent, renoval, and restoration] noney. Her ei n
lies the problem he said; there hasn't been an explanation of
why this | egislation should start to delve into the
jurisdictional limts of the RCA and there hasn't been a single

exanpl e of abuse.

MR. BRENA turned attention to the page of his testinony entitled
"Jurisdictional Changes in HB 277." In the upper left box, a
portion of the quoted nmaterial reads, "No federal |aw, federa

regul ation or federal order exists addressing post-collection
treatnent of interstate DR&R all owances on TAPS." He expl ai ned
that DR&R funds will be overcoll ected. Oiginally, the life of
TAPS was projected to be to 2011. On the $1.6 billion collected
to date, such an anount has been earned that by 2011 there wll
have been an overcollection for DR&R of $30 billion. If the
overcollections are refunded to ratepayers, the state should
gain 25 percent of $30 billion, which amounts to $7.5 billion.
The RCA's order said those funds could be required to be
escrowed, which is why HB 277 is before the commttee with all

of its jurisdictional changes. "They" don't want the RCA to
exercise its intended authority, he said, which is to protect
the state's interest in the facilities, whether the oil flows in
interstate or intrastate commerce. Again, the comm ssion held
that no federal regulation or order exists to address post-
collection treatnment, he noted.

MR. BRENA then fast-forwarded to 2011, when TAPS carriers wll

have collected $40 billion and it will cost $10 billion to clean
up. The question beconmes where the state is going to get the
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ref unds. He related his understanding that the state agrees
overcol |l ections are refundable. Furthernore, the state agrees
that 25 percent of those overcollections would cone into the
state's treasury through additional royalty and severance taxes.
| f one assunes the above and assunes that $7.5 billion is on the
tabl e, he questioned where the noney would cone from

Nunmber 1715

MR. BRENA asserted that this legislation elimnates what may be
the only effective nechanism to ensure that the state has paid
that noney. The changes nmade by this |egislation have a direct
correlation [between the statutes]; rather than jurisdictional
overlap, HB 277 has to do with excessive collections that TAPS
carriers are trying to keep, while he is trying to obtain his
clients' share.

MR. BRENA continued with the possibilities of where the noney
could conme from If RCA is taken out of the -equation as
specified under HB 277, the $3.5-billion problem becones a $3. 2-
billion problem He pointed out that FERC may or may not have
regul atory authority to order refunds or order those refunds to
be escrowed. The [RCA] held that there is no federal | aw,
order, or regulation that addresses that issue.

MR. BRENA questioned how the refund would occur, even if FERC
could order those refunds, because DR&R doesn't occur until
after the pipeline is out of service. Before DR&R is conplete,
the pipeline is out of service for four years; therefore, the
pipeline carriers have no nobney or reserves because they have
been out of business for four years. Collecting from a conpany
that has been out of business for a while doesn't work.
Furthernore, the parent guarantees don't go to overcollection.
He enphasized that there is no collection nechanism possible,

that he is aware of, under federal | aw. If there is a
collection nechanism the state hasn't exercised it or nmde it
cl ear. Therefore, M. Brena said he believes HB 277 wll

foreclose the only nmechanism possible for the state to collect
$7.5 billion.

MR. BRENA pointed out that HB 277 changes the concept of
retroactive ratemaking, the idea that rates can't be determ ned
and applied backwards. Retroactive ratemaking is a very well
established doctrine of |aw This legislation changes the |aw
such that one can't obtain any reparations fromthe point of the
protest backwards. M. Brena requested, "If you're going to
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change the rules of how to go back, please don't apply them
goi ng back, because you forecl ose people's rights.”

Nunber 2094

VR. BRENA directed the commttee to Section 7 of the
| egi slation, which correlates to page 11 of his witten
anal ysi s. The new |anguage under Section 7 is, "An order
setting rates under this subsection nmay not affect rates in
effect before the date the protest or conplaint was filed, or
the date of the comm ssion action that initiated the
i nvestigation or heari ng, whi chever is earliest.” The
aforenentioned is a redefinition of retroactive ratenaking.
M. Brena posed a situation in which a conpany doesn't conply

with its own tariff that specifies everyone will be charged $1;
however, the conpany charges affiliated shippers $.50 and
nonaf filiated shippers $1.50. This practice goes on for five

years, at which tinme the discovery of this nonconpliance |eads
to a investigation.

MR. BRENA questioned whether the foregoing conpany should be
able to keep the noney if it had violated the terns of its own

tariff. This legislation says yes, no matter how the noney is
obt ai ned. Therefore, this legislation allows this conpany to
keep the noney from discrimnatory practices until caught. He

likened this to allowng a bank robber to keep all the noney
until caught.

MR. BRENA informed the commttee that RCA has 40 pendi ng cases.
No one has analyzed the inpact that Section 9 of HB 277, the
applicability provision, wuld have on all of the pending cases.
There are two problens, he said. | f substantive rights of
rat epayers are going to be changed, do it so that there is an
opportunity to protect them Hence he suggested that [changes

be inplenented for the future as opposed to retroactively]. M.
Brena encouraged the comrittee to read through his witten
remar ks. He informed the commttee that [his clients] have
problenms wth wvirtually every section of HB 277. Thi s

| egislation is poorly drafted, he said. He requested that the
commttee not pass this legislation and hold it to nore
carefully consider its inpacts.

[ There was an announcenent that the previously recessed neeting
was adjourned and that the May 9 neeting was beginning; all
nmenbers were present. However, these mnutes treat it as one
meeting, which is howit was schedul ed. ]
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Nunber 2510

REPRESENTATI VE HEI NZE explained that she is looking at the
| arger picture and the future of this state. She related her
belief that the future of the [oil] industry could be riding on
this. "It seens to ne that we made a deal, and that we've
broken that deal,"” she said. She suggested that a |large
"“producer”™ thinking about building a pipeline in Al aska would
have to wonder whether it would stay connected with the state or
even engage in a pipeline. She asked if M. Brena's clients
woul d have the $20 billion to build a pipeline if one of the
| ar ge producers didn't do so.

MR. BRENA agreed that the state nmade a deal. The deal agreed
upon was that the state wouldn't contest a rate set at or bel ow
a ceiling rate. The deal also specified that ratepayers had the
right to request that fair rates be set, and if that was done,
the RCA would have the right to set a fair rate. M. Brena
pointed out that his witten remarks include a quotation from
the TAPS carriers and the state, in which those two represented
that the deal allowed that any ratepayer in the future could

file a protest and have a just and reasonable rate set. By the
terme of the agreenent, it only applied to the signatory
parties.

MR. BRENA said HB 277 breaks the deal because it changes the
deal for the ratepayers. The only party that hasn't received
the deal is the ratepayers, who were told that they could file a
protest and receive a fair rate, a rate under the ceiling rate.
M. Brena explained that he's asking the legislature to keep the
deal nade to the ratepayers when the deal between the state and
TAPS owners was passed.

MR. BRENA noted that regulatory certainty is very inportant for
everyone invol ved. Regul atory certainty is linked to the
concept that rates will be just and reasonable, and w Il allow
the collection of the investnent and operating cost along with a
fair return. The aforenentioned is all the ratepayers have
requested, and that's all RCA has done, he said. M. Brena
added that the deal [proposed in HB 277] is structured such that
it discourages investnment in Al aska because it allows return on
a per-barrel basis, rather than on actual investnent. M. Brena
concl uded by requesting that the |egislature honor the deal.

REPRESENTATI VE HEI NZE requested clarification about the original
deal .
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Nunber 2753

BONNI E  ROBSON, Deputy Director, Division of Ql & (@as,
Department of Natural Resources, said the Departnent of Law
would be a nore appropriate agency to answer. However, she
rel ated her understanding that the original settlenment agreenent
between the State of Al aska and the pipeline owers allowed for
other parties that didn't participate in the settlenent to, at a
later time, raise an issue about whether the tariff rates were
just and reasonable. She offered her understanding that this is
what happened with Tesoro and WIllians in the proceedi ngs before
t he RCA

MR. BRENA pointed out that commttee packets contain eight pages
of quotations from the TAPS carriers' briefs and presentations
to the RCA

Nunmber 2833

JANI CE GREGG LEVY, Assistant Attorney General; GIl, Gas & Mning
Section; Cvil Dvision (Juneau), Departnent of Law, responded
to Representative Heinze's question. She said from the
adm nistration's standpoint, the representation that the state
will get billions of dollars if HB 277 doesn't pass isn't
accurate; the RCAisn't in a position to refund any noney to the
state. Furthernore, this Jlegislation doesn't prohibit any
shi pper from seeking refunds from the RCA or the FERC for
overcol l ections of DR&R  Therefore, M. Levy said she believes
this is an attenpt to shift the focus to another arena. She
said nothing in this bill, from her |egal standpoint and the
policy standpoint, would preclude the determ nation of just and
reasonable rates, which is what she believes the legislature
created the RCA to do.

REPRESENTATI VE WOLF asked if there is a sunset date for this
agr eenent .

MS. LEVY answered that the TAPS settlenent agreenment will expire
by its own terms in 2011 if no party nakes any changes. A
provision allows the parties to begin to renegotiate after
Decenber 31, 2006.

TAPE 03-40, SIDE B
REPRESENTATI VE KERTTULA asked how, wunder the jurisdiction of

both FERC and RCA, the [state] can ensure the ability to fairly
allow access so as to ensure the [state's] independence while
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maintaining a vital oil industry. She asked about the inpacts
of this |egislation.

Nunber 2879

MR. BRENA explained that under existing state law, the state's
power to regulate and manage facilities has two pillars: t he
i nherent police power of the state to regulate comon carriers,
and the state's power to contract and develop its proprietary
resour ces. M. Brena pointed out that this legislation
elimnates the RCA's authority to exercise its power under the
contract power of the state because it deletes the phrase
"relating to | eases”. Furthernore, it elimnates all regulatory
power of the state to ensure access, sufficient capacity, and
nonpremat ure abandonment of the common carrier infrastructure
that's necessary for the interstate transportation of oil, which
is the vast majority of the oil today and into the future.

REPRESENTATI VE KERTTULA noted that the legislature doesn't have
authority over FERC or the federal governnent, and therefore
[HB 277] only affects the RCA. She inquired as to Tesoro's and
Anadarko's rights because they'd be the entities going to FERC
requesting access.

MR. BRENA replied, "None. The ... federal regulatory reginme is
extremely |imted. It doesn't require certification.” The
f eder al regi me IS entirely si |l ent on al | of t hose
infrastructure-related questions; it only says those entities
that build a Iline have to charge a just and reasonable

nondi scrimnatory rate. The federal reginme doesn't specify that
the entity would have to provide capacity, allow connections,

and so forth. He said this legislation |limts the state's
authority through the RCA to fill that regulatory gap because of
the state's concern. He pointed out that the Act was drafted

the way it was because the state was concerned w th devel opnent
of its natural resources, while the federal regine isn't at all
concerned with that. Therefore, HB 277 would elimnate the
state's ability, through the RCA.

MR. BRENA pointed out that no other regulatory agency addresses
any of these issues to ensure sufficient infrastructure to
transport oil in interstate conmmerce out of Al aska. He
reiterated that the existing Act is seam ess and says, "To the
degree not preenpted by federal law, or to the degree that
federal law doesn't do it and preenpt us, the state exercises
its full authority.™ As soon as [the state] backs off from
that, a gap is created that undermnes the state's ability to
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ensure that infrastructure is in place and adequate for the
devel opnment of the state's own natural resources. M. Brena
asked why one would delete the |anguage which says that state
authority goes all the way up to federal authority.

Nunber 2681

REPRESENTATI VE GUTTENBERG turned attention to the RCA Order 116
[ docket P-977] and inquired as to the situation that brought
this legislation to the table.

MR. BRENA answered that in 1977 Tesoro filed a protest
requesting that the conmission initiate an investigation into
DR&R because it had been so dramatically overcollected. He
pointed out that DR&R is unique as a rate elenent because it's
coll ected today, but isn't spent for 40 or 50 years. Typically,
the regulatory contract is such that the DR&R noney is collected

today and if there's noney left over, it is returned to the
r at epayers. In Tesoro's calculation, $10 billion has been
over col | ect ed. Therefore, Tesoro wuld Iike the RCA to

establi sh how nmuch noney has been collected and earned on what's
col l ected; how nmuch DR&R is going to cost; what the life of the
line is; and if there are overcollections, how those are going

to be refunded. Tesoro does not want to |eave [open] those
mechani snms until the last four years after the pipeline is out
of business. "They just collected too much fromus, and we want

our noney back," he concl uded.
Nunber 2594
CHAI R FATE asked what RCA' s Order 151 specified.

MR. BRENA explained that Oder 151 determned how just and
reasonabl e rates should be set on TAPS, and then set those rates
for 1997 through 2000. Order 151 determned that the ceiling
rate nethodology that the TAPS carriers proposed for setting
their rates, and had been charging, resulted in excessive rates.
Therefore, the commi ssion adopted a different nmethodol ogy, set
just and reasonable rates, and ordered refunds of the
overcol l ections to the shippers.

Number 2520
REPRESENTATI VE KERTTULA related her understanding that [the
state] can require DR&R, and hopefully obtain the overpaynents,

if there are any, at the end. She asked if [the state] can
require that the interest [on those overpaynents be repaid]. In
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terms of the right-of-way agreenents, it's nore about the fact
that everything gets cleaned up at the end [that is inportant],
she suggest ed.

MR. BRENA first agreed [DR&R] and the right-of-way agreenent
have not hi ng what soever to do with the issue of overcollections;
so that just specifies what needs to be cleaned up with regard
to state l|ands, excluding Native lands, private |ands, and
federal | ands.

MR. BRENA then pointed out that [the issue of overcollections]

isn't addressed any other place. Furt hernore, other pipelines
do have escrow accounts and funds. If the escrow of funds is
required, one can set them up so that there is no charge for
t axes. Therefore, one can actually collect about 40 percent

| ess fromthe ratepayers.

MR BRENA related his belief that the correct calcul ation of

DR&R collection should be how nuch was coll ected. I f [DR&R
coll ections] were escrowed, [then the calculation should be with
regard] to how nmuch was earned on those escrowed funds. | f

[ DR&R col l ections] weren't escrowed, the internal rate of return
on the capital for which it was used [should be included in the
cal cul ation].

MR. BRENA explained that in the case of TAPS, the internal rate
of return for a 10-year period for the TAPS owners was 16.5
per cent. He views DR&R as a fund of noney that is the
ratepayers' noney until spent. If the [TAPS owners] use that
noney and earn 16.5 percent on it, those are the earnings for
which the they should ultimately be responsible because those
earnings are based on the ratepayers' funds. M. Brena agreed
that earnings on DR&R is a mmj or issue.

Nunber 2362

REPRESENTATI VE KERTTULA turned to the issue of retroactivity and
the inmpact it would have on the 40 pending cases. She asked if
the concern is as follows: if the rules change, the change
should be [effective] after those cases are finished; thus no
one would enter the ganme and then have it changed m dstream

MR. BRENA replied vyes. He specified that the concern is
t wof ol d: substantive and procedural. If this legislation
passes as it stands, it would affect both the substantive and
procedural rights of ratepayers and existing clients in existing
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clains, and in sone cases perhaps foreclose them altogether.
M. Brena added:

If you' re going to change the rules on people, or if
you're going to change rights between stakehol ders, it
hurts regulatory certainty to go backwards and do
t hat . It should only be done going forwards. And so
it should only be done with regard to new natters that
are filed before the conm ssion.

MVR. BRENA rel at ed t hat [retroactivity] goes to t he

constitutional bar on ex post facto |aws. Agreeing wth
Representative Heinze that it isn't fair to change deals, he
said, "If you pass House Bill 277, it not only changes the deals
as they were represented to the conm ssions, but it also changes
t hem goi ng backwards, and ... that just isn't fair.

Nunber 2226

DAVE HARBOUR, Conm ssioner, Chair, Regulatory Comm ssion of
Al aska, Departnment of Comunity & Econom c Devel opnent (DCED),
highlighted that the RCA is virtually always the |one decision
maker that bases decisions solely on the nerits of the case, as
the legislature specifies. Therefore, he characterized the RCA
as nmore like the legislature's advisors and the governor's
advi sors than one of two sides of an issue.

MR. HARBOUR turned to concerns raised regarding Section 9, which
addresses the applicability of pending natters. He related his
belief that every single one of the pipeline dockets now before
the RCA would be affected in either the DR&R, the interest rate,
or the facility issues. He clarified that there are about 30
[ open] dockets, not 40, because sone dockets have been conbi ned.

VR. HARBOUR pointed out that the predecessors of this
| egi slature 30 years ago envisioned what has been di scussed here
today: state regulatory jurisdiction would flow out to neet the
regulatory jurisdiction of the federal governnent, and thus
there would be no regulatory void. However, this |egislation
creates a nunber of voids, specifically, at the end of Section 4
on page 5 of [the proposed CS dated 5/6/2003], the deletion of
the |language, "except to the extent they are preenpted by
federal law." He said the neaning is alnost reversed. Although
he acknow edged that the aforenmentioned is within the purview of
the legislature to do, he suggested that the legislature would
want to do this m ndfully.
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CHAIR FATE turned to an earlier statenent that [the TAPS owners]
have received a 14 percent return on investnent. Recal |'i ng
testinmony from the industry that around 13 percent is not high
because of the risk incurred by the conpanies, he inquired as to
M. Bolea's thoughts.

Nunmber 2008

AL BOLEA, President, BP Pipelines Al aska, explained that the
rate of return when regulatory agencies review pipeline
investnments is a judgnent of the amount of risk undertaken by
the investor. He informed the commttee that back in 1976, when

the $9-billion pipeline investment was being nmade, it was the
single largest private investnent in the history of the United
St at es; furthernore, it was viewed as the  highest-risk
investnment ever nmade in the United States. During the

negotiations wth the [Al aska] attorney general and the
Departnent of Law, he said, the appropriate rate of return was a

key issue. He explained that the TAPS [tariff] settlenent
met hodol ogy (TSM was structured in such a way to generate a
rate of return. He further explained that the rate of return

was generated by all the investnent being recovered in the front
end. All costs [of the TAPS carriers], the $9 billion for the
pipeline, an estimate of DR&R was all front-end-I|oaded.
Furthernore, TAPS carriers earned a rate of return as a |evel
anount over the entire life of the pipeline.

MR. BOLEA suggested that M. Brena is choosing a rate and
applying it to an anmount of the asset that hasn't been
recover ed. Mor eover, the recovery in any year has declined.
M. Bolea said one can't choose a single nunber in a year, take
14 percent, for exanple, multiply it tinmes the remaining rate
base, and say that's the appropriate anount of noney TAPS

carriers should be earning, given the TSM nodel. Rat her, one
must | ook over the entire life of the transaction and determ ne
whether the rate of return was excessive or not. Furt her nor e,

14 percent as a rate of return over the entire life of TAPS
falls within the range of reason relative to the risk, he
opined. He said, "W would ve argued back in 1976 that a higher
rate of return was justified, and the state would ve argued a
| ower rate of return. But a 14 percent rate of return, within
the 14, 15, 16 range, would be reasonable.”

Number 1820

CHAIR FATE turned to the issue of capacity and noted that the
oil pipeline is running half full. He asked how big an issue

HOUSE RES COW TTEE -21- May 9, 2003



capacity is in the future, relative not only to filling the
pipe, but also to the punp stations, the wupgrading of the
pi peline, and new technol ogi es. He asked M. Bolea if he could
foresee a situation in which the TAPS carriers could add
capacity to the present TAPS pipeline. Al though gas is another
matter, one would begin to infringe on the Stranded Gas Act,
whi ch noves into the area of capacity, he suggested.

MR. BOLEA inforned the commttee that currently the pipeline's
physi cal capacity is 2 mllion barrels a day. The pipeline is
running at about a mllion barrels a day; in order to do this
efficiently, many of the punp stations are shut down. The cost
of maintaining shutdown punp stations is incredibly high.
Therefore, [TAPS carriers] are incurring costs to hold capacity
in place, and all those costs are bearing on the rate that
everyone pays to nove their barrels [of oil] through the Iine.
Furthernore, these punp stations are effectively 30 years old

The opportunity to replace these old punp stations with new punp
stations is being eval uated. Al t hough the TAPS owners haven't
deci ded what the right investnent wll be, they are generally
commtted to trying to nake the pipeline nore efficient and to
| ast for a | onger period of tine.

MR. BOLEA said the intention of the TAPS owners is to use a
technology that is nore nodular, with smaller electric notor
units that can stack easily. For exanmple, six units could be
stacked next to each other and connected to a header, and there
woul d be enough hydraulic capacity for 1.1 mllion to 1.3
mllion barrels a day, to four punp stations. If nore capacity
is needed, given that this technology is largely off the shelf,
it's easy to order nore punping units and stack the units. The
intention, he explained, is to leave the manifolds in place on
the punp stations that are renmoved and have the flexibility
W thin perhaps 36 nonths, if another Prudhoe Bay is discovered,
to bring the pipeline capacity back up to 2 mllion barrels a
day. "It's ... in our best interests to nove as many barrels as
possi bl e. It's not in our intention to shut in barrels on the
North Sl ope,"” he said.

Nunmber 1646
RANDAL BUCKENDORF, Counsel , Anchor age Legal Depart ment ,
ConocoPhillips Alaska, Inc., returned to Chair Fate's question

regarding the 14 percent rate of return. M. Buckendorf said:

| presune that from portions of the testinony that |
was not present at - but | have heard that figure
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before - the nunber that's wused is used very
specifically, and it is a 14 percent return on equity,
which is different than the average weighted return.
You earn a different interest on equity versus debt,
so there's a weighted average. So they use that very
careful ly. It's not the weighted average that was
earned. There's a big difference.

MR. BUCKENDORF said the actual rate of return in the TAPS
settlenment agreenent for those earlier years was 6.1 percent,
which was negotiated carefully by the state and the justice
departnent. Beyond those early years, an incentive-based return
was negoti at ed. He said no guaranteed return was even in the
settlement agreenent; rather, as an incentive for the affiliates
of the pipeline owers to explore for and produce nore oil,
there was essentially a zero return and an incentive-based per-
barrel all owance.

MR. BUCKENDORF turned to the issue of capacity and recalled that
M. Bolea has discussed "strategic reconfiguration,™ which wl]l
be going through review He noted that there have been nmany

neetings with the Joint Pipeline Ofice, including several
meetings wth RCA That process is underway and wll [be
avai l able] for approval in the near future, he said. However,

M. Buckendorf said he wasn't sure how this legislation wll
cone into play with that.

Number 1495

REPRESENTATI VE  KERTTULA asked if this legislation keeps
[smal l er] conpanies |like Tesoro and WIllians from being able to
connect or use the facilities or to use TAPS in the future.

MR. BOLEA replied, "It is not our intent and it is conpletely
out of line with our economc interests to restrict access to
the TAPS Iine. The nore barrels flowing through the line, it
averages down the cost, which benefits everybody."

MR. BUCKENDORF turned to the |egal perspective. He said every
pipeline on the North Slope is jointly regulated under federal
and state law, and therefore subject to intra- and interstate
regul ation; every pipeline is subject to being a common carrier,
since state and federal right-of-way |eases require common
carriage; and [TAPS owners] are required to accept, as long as
there is capacity, every barrel that cones there. In the event
a barrel cannot be accepted, regardless of who brings it, [TAPS
has to prorate every entity that's bringing those barrels.
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MR. BUCKENDORF recalled that a |Iot of information has been given
regarding what HB 277 will or will not do regarding the ability
to force connections. Al t hough M. Buckendorf said he hadn't
had tinme to fully analyze all that, at first glance he di sagreed
wWith every statenent. He related his understanding that Chair
Fate intends to hold this bill until Mnday, and he offered to
go through the various statenents nade this norning. However
he said he doesn't believe HB 277 wll inpact the ability of
anyone to connect to any of the pipelines in the state.

Nunber 1283

REPRESENTATI VE GATTO renmarked that although M. Buckendorf
mentioned that it's not in the best interest of [TAPS owners] to
deny soneone's putting oil in the pipeline, it wouldn't be in
the their best interest if it didn't produce nore incone than
needed to nake the bottomline. Therefore, Representative Gatto
asked what would keep [TAPS owners] from gouging, since there
are no ot her pipelines.

MR. BOLEA answered that it's against the law, [TAPS owners]
aren't allowed to discrimnate and every shipper nust pay the
sane rate.

REPRESENTATI VE GATTO asked if this would be so even if the
entity only had a hundred barrels a day. He asked if the entity
would have to deliver it to the pipeline or just tell the
pipeline that it had oil which [TAPS] should get and put into
the big line fromthe little line.

MR. BOLEA explained that the system works in such a way that
those who want to make a connection to TAPS, for exanple, have
to neet the standards prescribed in the TAPS agreenent: t hey
have to neet <certain pressure, t enperat ure, safety, and
integrity standards. He noted that those who want to connect to
TAPS bear the cost to get connected to the Iine. Once
connected, they pay the same rate as everyone else on the I|ine.
The common carrier can't discrimnate in any way, shape, or form
anong the carriers.

Number 1137
REPRESENTATI VE KERTTULA returned to DR&R, the interest rate, and

whether [the state] has the right to expect any certain rate of
return.
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MR. BOLEA said he was going to answer from the TSM net hodol ogy
negotiated with the state. He explained that the state and TAPS
carriers in 1976 had to develop a nethodol ogy to define how the
costs and rate of return were going to be recovered, which is
the TSM The nethodology is fixed; it's just a fornmula. Every
year the actual nunbers for the year or estimtes for the
subsequent year are loaded into the fornmula, and the product of
that fornula is the tariff.

MR. BOLEA said although the nethodology is fixed, the tariff is
a function of actual costs during a year. At the tinme of the
settlenment, no one knew what it was going to cost to dismantle
recover, and restore TAPS. Furthernore, no one knows that now.
Al t hough engineers do estinmates, he said, "The reality is, what

it's going to cost is an enornous risk." He noted that there
isn't even a prescribed standard that the state and federal
government will define, a standard that they want to recover at

the tine. Therefore, the TAPS owners have taken on the entire
risk of what it's going to cost to abandon, recover, and restore
TAPS. That is, as part of the negotiation, what the state
wanted; the state wanted certainty because it wanted sone
predi ct abl e revenues.

MR BOLEA said a fixed amount of noney, $1,549,000,000, is
prescribed in the agreenent; each year the TAPS owners were
permtted to recover a piece of that $1,549,000,000. He related
his belief that the TAPS owners are one or two years away from
recovering the balance of the $1,549, 000, 000. "Subsequent to
that, it is conpletely our risk,” he said. VWhat ever happens
with rates of return and rates of inflation, the actual scope of
work is conpletely the TAPS owners' risk. Under the settl enent
agreenent, there is no prescribed rate of return, and there are
no refunds. "It was a settlenent, deliberately, with the intent
of ensuring that the state had no exposure,” he added.

Nunmber 0889

REPRESENTATI VE KERTTULA noted that the shippers have the right
to challenge these rates. She asked if that's part of what's
happeni ng in docket [Order] 116.

MR. BUCKENDORF answered, "That 1is correct.” Over the past
nonth, a lot of the testinony here has focused on the TAPS
settl ement agreenent and nethodol ogy, and what this |egislation
will or wll not do. M. Buckendorf related his belief that
needed clarifications are in the current CS This legislation
doesn't validate or invalidate that agreenent, he asserted; al
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those rights still exist. However, the TAPS owners wll be
dealing with M. Brena, on appeal or before the comm ssion, for
along time in the future. Wth regard to the current docket on
DR&R for the rates at issue in Order 151 for the years 1997-2000
and 2001 forward, that docket is in brief before the RCA

MR. BUCKENDORF noted that a week ago Thursday the TAPS carriers
agreed to forgo those intrastate rates for DR&R under the
agreenent for the years 1997 forward, sinply to save the cost.
Basically, the TAPS owners wll spend nore litigating this than
they wll collect. Yesterday the RCA requested further
verification and briefing around those questions in order to
det erm ne whether or not that docket can be cl osed.

Nunmber 0628

REPRESENTATI VE KERTTULA asked if Ms. Levy had anything to add.

M5. LEVY turned to access and capacity. She said the state
woul d agree with the testinmony of M. Buckendorf and M. Bolea

that there is a nechanism already in place that requires the
pipelines to have a certificate of public convenience and

necessity to operate a pipeline in the state. The RCA issues
that certificate, and one condition of the certificate is that
the [pipeline] be a comon carrier. Furthernore, [one condition

is] to permt interconnections when another explorer or shipper
desires to connect to the main line. There could be additiona
i nterconnection even with a feeder pipeline. Therefore, she
didn't believe there would be a regulatory gap there, she said,;
furthernore, she didn't believe there would be any situation in
which there would be the inability to ship the state's
resources, which is what everyone here is concerned about.

REPRESENTATI VE KERTTULA directed attention to Section 5, page 5,
of the proposed CS. She asked if that |anguage is intended to
support the right to go to the RCA in terns of not allow ng the
reduction of ~capacity or the reduction in transportation
services. O is it just to deal with DR&R instead?

MS. LEVY explained that the new |anguage - "reduced capacity”
and "reduction in transportation services" - was inserted to
assure people that the deleted |anguage - "discontinue use of
all or any portion of a pipeline"- wouldn't permanently reduce
capacity or transportation services. She explained that the

del eted | anguage is deleted to assure that the pipeline owner
whether it be TAPS or any other pipeline in the state, retains
sone flexibility in equipnment used to provide efficient, cost-
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effective transportation. This was addressed by M. Bolea
during his testinony regarding the need to reconfigure in a
ci rcunstance where there is 30-year-old equi pnent, she noted.

Number 0330

REPRESENTATI VE GUTTENBERG drew attention to the new | anguage
"or reduction of transportation services", and inquired as to
t he neani ng of "services".

M5. LEVY answered that "services" isn't defined in the statute,
although it's wused regularly wthin the statutes and the
regul ati ons. Ther ef or e, a definition <certainly can be
understood from the language that's there, she said. The
transportation service is the function of the pipeline; it's to
transport the resource.

M5. LEVY noved to the topic of interest rates. She pointed out
that [the interest rates] are an issue that remains available
for litigation before the RCA or the FERC, and she didn't

believe the bill elimnated that concern. She recalled that M.
Brena had a concern that the FERC m ght not have jurisdiction by
the time the shipper got around to seeking refunds. However

she said the admnistration would submt that these are
sophisticated entities that are already litigating that issue
before the RCA. Furthernore, nothing stops them from going to
the FERC today, next year, or in 10 years when TAPS is still in
full swing, and discussing the issue of whether too much has
been <collected for DR&R Therefore, she said, she didn't

believe the legislation prohibited any such action or left a
regul atory gap in that regard.

REPRESENTATI VE KERTTULA related her wunderstanding that soneone
has to look at the life of the rates to be able to determ ne
whet her the 14 percent is correct. Yet protests nust be filed
wthin a certain anount of tinme. She asked how that can be done

properly.

M5. LEVY renmarked that DR&R is a unique subset of costs
coll ected through the rates. As illustrated by decisions from
FERC and RCA, she said DR&R costs are viewed a little
differently fromothers. Thus it's always possible to go in and
di scuss that conmponent for which nothing has yet been spent.

TAPE 03-41, SIDE A
Number 0001

HOUSE RES COW TTEE -27- May 9, 2003



REPRESENTATI VE KERTTULA turned to retroactivity. She asked, if
this legislation will inpact [30 RCA] cases, whether it would be
better to specify that it's prospective only.

MS. LEVY characterized the issue of retroactivity as a policy
question for the legislature to consider. From the
adm ni stration's perspective, she said, one should keep in mnd
that rate proceedings go on for a long tinme. For exanple, there
are open dockets dating back to 1986. Therefore, if soneone
wants to | ook prospectively, this action may not affect cases
for another 20 years.

M5. LEVY pointed out that on a regular basis, the legislature
passes laws that affect proceedings. She explained that the
adm nistration was concerned about the original legislation's
having a retroactive provision with regard to the interest rate;
there was concern that it would affect potential refunds if
Order 151 were upheld by the courts. Although it wasn't
i nproper from a |egal perspective, she said, from a fairness
st andpoi nt t he adm ni stration support ed removi ng t hat
retroactive provision. She characterized the remaining
provisions as nore "policy" because, in the admnistration's
view, they don't change the course of anything, but clarify and
provi de gui dance.

Nunber 0297

REPRESENTATI VE GUTTENBERG pointed out that page 7, Iline 25,
seens to give the authority for tariffs and other things
affecting the state to the attorney general. Therefore, he

inquired as to how big a shift in policy that would be fromthe
RCA to the attorney general.

M5. LEVY replied that this isn't a significant shift at all, but
a clarification of what has been in practice ever since there
have been pipelines in this state. Years ago, she said, the
| egislature nmade it clear in a pipeline Act that the attorney
general - the Departnment of Law, as the agency - was to handle
pipeline nmatters before the FERC The aforementioned is also
the intent with regard to pipeline matters before the RCA
al though it's not as express, and this legislation would clarify
t hat . Additionally, the admnistration would submt that, in
any event, the authority over pipeline matters resides with the
attorney general because there is a statute that specifies that
when the authority isn't expressly given to other agencies, it
falls to the nost |[|ogical agency. In the case of pipeline
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matters, this has been the Departnment of Law in conjunction with
any of the affected agencies.

Nunber 0454

REPRESENTATI VE  HEI NZE asked if the |anguage "just and
reasonable"” is a binding term

M5. LEVY replied that it's a legal term of art defined through
court decisions and the regulatory bodies. Nothing in this bil
would change the RCA's ability to determine what just and
reasonable rates are on the pipelines it regul ates, she said.

Number 0515

CHAI R FATE, upon determining there were no other questions,
cl osed public testinony.

CHAI R FATE indicated the commttee would continue with HB 277 on
[ May 12, 2003]. He said the next neeting will be for questions
only, and thus the Departnent of Law, the Division of Gl and
Gas, the industry, the Alliance, and others with expertise in
these matters may want to be available for questions. [HB 277
was hel d over.]

CHAIR FATE recessed the neeting at 9:56 a.m [End of this
t ape. ]

TAPE 03-42, SIDE A
Number 0001

CHAIR FATE called the neeting back to order at 1:10 p.m
Menbers present at the call to order were Representatives Fate,
Masek, Gatto, Qut t enber g, Hei nze, Lynn, and G ssna.
Representatives Mrgan and WIf arrived as the neeting was in
pr ogr ess.

CHAIR FATE wel conmed new nenber Representative G ssna to the
comittee. [Committee assignnents had changed during floor
session. Representative Kerttula was no | onger a nenber, having
been assigned to the House Finance Committee.]

SB 147- CONTROL OF NUI SANCE W LD ANl MALS

Nunber 0125
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CHAI R FATE announced that the next order of business would be
SENATE BILL NO 147, "An Act relating to control of nuisance
wild animals; and providing for an effective date.™

Nunber 0224

ROBERT DORAN testified as foll ows:

W started a business approximately one year ago

dealing wth problem wildlife or ... animl damage
control. And we would like to see this bill passed so
that we can greatly serve the public in Southcentral
Al aska.

W're seeing a trenendous anount of growmh in this
area. W're also seeing nore and nore residential and
commercial devel opnents constructed very near two
prime wldlife habitats. And ... anyone who's
travel ed through Anchorage, |I'm sure they can see that
even despite these changes, many of the species of
birds and aninmals continue using these devel oped areas
for protection and foraging.

These factors, along with little or no hunting or
t rappi ng pressure, creates a pot enti al for
confrontations to arise between people and wldlife.
And even if the location allowed for regular hunting
or trapping, nmany of these problens occur when the
regul ar season for several species of animals 1is
cl osed. And a provision in Alaska state |aw that
would allow a licensed individual specializing in the
control of problem wldlife to control nui sance
animals outside of the regular season would alleviate
this problem

If properly regulated, nany people in the public
service industry and different agencies would benefit.
Based upon conversations that | have had with state,
bor ough, and nunici pal agencies, including the Al aska
Departnent of Fish & Gane [ADF&EF, Anchorage, and
[ Mat anuska- Susitna] animal control shelters, as well
as the Alaska State Troopers, Dyvision of WIldlife

Protection, 1've found that these agencies often
either don't have the tine or the personnel or
resources to ... adequately deal with these conflicts.

And with them being able to refer problem wldlife
calls to a licensed nuisance wildlife control operator
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[NWCO, this would relieve these and other agencies
fromthis responsibility.

Nunmber 0395

MR. DORAN suggested |ocal agencies also could benefit by
gathering data from NWGs to evaluate urban inpacts on | ocal
wildlife populations and surrounding habitats. He said the
evi dence of these kinds of benefits can be seen in the Lower 48,
where animal danmage control conpanies work in cooperation wth
| ocal game departnments and offer a valuable service to the
public. This is a relatively new business nationw de, and very
new in Al aska. He enphasized that it is a "people service"
dedi cated to serving the general public.

MR. DORAN, in response to a question from Representative Ci ssna,

explained that this business is simlar to pest control. But
rather than dealing with insects, it deals with various wildlife
speci es. Exanples are pigeons nesting atop a conmercia

building where the droppings can becone a hazard through
entering the building via the heating and/or air-conditioning

systens, squirrels living in sonebody's attic, or Dbeavers
causing problems by danmng waterways and flooding highway
ri ght s-of -way. He said it's difficult to anticipate every

situation, and situations he's responded to have been uni que.
Number 0579

REPRESENTATI VE HEI NZE al | uded to the sponsor statenment and asked
how snow geese are a nui sance, other than perhaps to aircraft.

MR. DORAN answered that when first pursuing this he'd talked to
Phil Cole (ph), at that tinme in charge of special permts for
ADF&G, who'd suggested that M. Doran |ist every species he'd
want to or be able to deal wth. Reiterating that it's
difficult to anticipate what types of calls would be received,
he said the desire was to include "just about every species that
is indigenous or mgrates to the state of Al aska." He noted
that one call he'd received from ADF&G was about an alligator,
whi ch he'd never thought he'd get a call about in Alaska.

Number 0751
JACQUELI NE TUPQU, Staff to Senator Lyda G een, Alaska State
Legislature, presented SB 147 on behalf of Senator G een,

sponsor. She explained that it provides authority for the Board
of Ganme to deal with nuisance wild animals, specifically, smal
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manmal s and wld birds. It does this in two ways. First, it
creates a professional l|icense so people like M. Doran can
offer this service. Second, it gives authority to ADF&G so that
it can grant authority to people to deal with these animals in
their own hones. Thus the animals are protected from persons
who | ack know edge of their behavior patterns; people can call
ADF&G and be referred to a |ist of persons such as M. Doran who
offer this service.

M5. TUPQU informed nenbers that the list of animals in the

sponsor statenment isn't definitive. One provision of the bill
is that regulations don't go into effect until July 2004 [for
Sections 2, 3, and 5 of the Act]; this provides the departnent
anple tine to determ ne what aninmals [should be included]. The
list hasn't been created because the regulations haven't been
witten; that is sonething the departnment will do through its
process. She noted that departnent representatives were

available to testify.
Nunber 0900

REPRESENTATI VE GATTO asked about procedures to date for doing
what this bill sets out for the future.

M5. TUPQU deferred to the departnent, which she said has
different rules and regulations for big ganme, for exanple. She
offered her wunderstanding that this has been a |oophole for
whi ch the departnent doesn't have the specific authority unless
the aninmals are in season. Thus the departnent doesn't have a
list of referrals if a private citizen is worried about a
porcupine in the yard, for exanple.

Number 0979

REPRESENTATI VE HEI NZE said she grew up with people calling the
Cooperative Extension for answers to certain questions. She
asked whet her people could call the Board of Gane for answers on
to howto deal with bats in their honmes, for exanple.

M5. TUPQU deferred to the departnent.

Number 1041

MATT ROBUS, Director, Division of WIdlife Conservation, Al aska
Departnent of Fish & Gane, addressing Representative Gatto's

question about how these situations have been handl ed before
noted that it relates to testinony he was planning to give. He
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said when [ADF&G s] permtting authorities were defined through
various |legislation, "nuisance" was specifically left out the
| ast tine. For exanple, ADF&G has authority to issue a permt
for people to take wldlife if something escalates to the point
of being a public safety problemor if it's for a scientific or
educati onal purpose. However, there have been situations in
whi ch, when asked, the departnent has been unable to issue a
permt to allow sonebody to deal with a nuisance situation.

MR. ROBUS reported that the U S Fish and WIdlife Service has
issued a permt, for instance, when a raven nest needed to be
removed from a crane boom in the springtinme; however, the
departnment couldn't do so w thout sonehow deeming it a public
safety problem Wth this legislation, [ADF&G wll be able to
aut horize comercial operators who get a license or individuals
who have a nuisance problem to try to deal with that problem
through one of the departnent's permts. Thus it adds a
capability that the departnent hasn't had.

MR ROBUS noted that for beaver, the departnent has the
capability already to allow people to renobve them under a
"depredation permt" under a special regulation. He offered his
belief that for porcupines, there are no limts, seasons, or
restrictions, but said the departnment often is called for
expertise on renoval; he noted that a shovel and bag aren't as
good as a garbage bucket and a piece of plywood.

Number 1237

REPRESENTATI VE GATTO posed a scenario in which a person wants to
build a church and buys 20 acres of land, but there is a tree
with an eagle's nest. He asked whether that's a "nui sance".

MR. ROBUS answered that both a federal Act and state regul ations
deal wth that, but it wouldn't fall under the nuisance
regul ations [under the bill]. He added:

Any mgratory bird is under the unbrella jurisdiction
of the US Fish and WlIldlife Service wunder the

Mgratory Bird Treaty Act. And, therefore, we can
only permit to the extent that the feds have already
decided to permt, on any magratory bird. So, for

instance, if we wanted to nove a raven's nest or issue
a nuisance permt to deal with sone geese that were
depredating sonebody's grain field and that was
considered a nuisance, rather than a public safety
problem we could go ahead and do it, but we could
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only do it within the sideboards set by a federal
permt that has already been issued. And ... we do
lots of ... scientific educational permts under that
very scenari o.

Nunmber 1336

MR. ROBUS returned to Representative Heinze's earlier question
about seeking information simlar to that from the Cooperative
Extension. He said that hadn't been considered in analyzing the
bill, but added, "If the Cooperative Extension had people who
wanted to be authorized to do that type of thing, we would now
have the authority to at |east consider permtting doing that."

REPRESENTATI VE HEI NZE asked whether citizens could call [ADF&G
for informati on about bats in the attic, for exanple.

MR ROBUS answer ed:

One of the big jobs that our area managenent people
t hroughout the state in our 23 offices do is field
calls like that every year. ... |'ve been in that
position, ... caught between wanting to be of service
and wanting to get the rest of your work done. And so
we often give a whole |ot of advice over the phone
W try not to advise people to do things that we don't
have the authority to do or they don't have the
authority to do.

But yes, ... we issue a lot of Extension-type advice
as the wildlife experts for the state, and |I'm sure
we'll always continue to do so. But now [with this
| egislation] we can actually tell sonebody, "You may
go ahead under this permit and take an animal." And
take ... neans a wide variety of things, anything from
killing the animal to noving it to hazing it - scaring
it away. You can't do any of that legally unless we
aut horize it. But now we'll be able to do that for

nui sance ani nal s.

MR. ROBUS pointed out that this isn't defense of I|ife and
property. Wien issuing these permts to private individuals and
commercial operators, [ADF&G generally would take the approach
that nonl ethal methods are preferable, escalating fromthere and
eventually getting into lethal take, if necessary. He also
noted that the effective date is a year from July 1 for the
comercial part, but recalled that the noncommercial part takes
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effect July 1 of this year, so [ADF&G could imediately begin
to issue permts to people who have problens wth nuisance
ani mal s.

Nunber 1510

REPRESENTATI VE LYNN recal |l ed readi ng about an Al askan university
where a [northern goshawk] attacked soneone. He asked whet her
this bill would apply in such a case.

MR, ROBUS said yes, if it were judged a nuisance. It mght
already be judged a public safety problem for exanple. He

poi nted out, however, that northern goshawks are unconmon enough
that the department would |ook long and hard before disturbing
the nesting situation.

Nunmber 1578

REPRESENTATIVE CISSNA returned attention to Representative
Gatto's hypothetical situation involving an eagle's nest. She
asked what l|atitude [ADF&G would have with this. She noted
that protection of eagles falls under federal |aw.

MR. ROBUS answered that he isn't sure that falls under the scope
of this Act and that he hadn't read up on the [federal Bald
Eagle Protection Act] lately. He noted that [ADF&G advises
| and- managenent agencies and other permtting agencies about
what can and cannot be done.

M5. TUPQU offered her interpretation that the word "small" would
preclude eagles' inclusion in the |egislation.

Nunmber 1669

MR ROBUS, in response to a question from Representative Gatto
about nests, said:

If it's an inactive nest, | think we'd determ ne that
it's just a bunch of sticks. But if ... there has
been activity in the nest and there's eggs in the nest
or birds around the nest, then we'd probably treat
that ... as a nuisance.

CHAI R FATE remarked that he believes this legislation fills a
void in the statutes.

Number 1744
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KAREN DEATHERAGE, Defenders of WIldlife, noting that she hadn't
been aware of the bill, told nmenbers she'd served three years on
the urban wldlife taskforce in Anchorage, which has clearly
defined a lot of "nuisance animals,” nostly exotic species but
al so some small mammals and birds |ike nmagpies. She said, "The
departnent up here has got another person working with the area
biologist to assist in some of these calls.” Enphasi zi ng the
inportance of wldlife to people living in Anchorage, she
suggested the need for concern about any permtting system that
m ght endanger what people consider valuable, whether it is a
porcupi ne [or other aninmal].

V5. DEATHERAGE expressed concern, first, about whether the Board
of Game will have jurisdiction over the departnent in allow ng
these permts; she offered her belief that any decision should
cone from the departnent. Second, she expressed concern about
whether this wll create a heavier burden for the departnent
with regard to enforcenent and ensuring there is no abuse of a
permt system She questioned whether this is a major issue out
there and causing stress on the departnent now, except for calls
relating to bears and noose. She told nenbers:

' m aware of bear calls and noose calls because | work
closely with ADF&G up here in Anchorage. And one of
t he t hi ngs we' ve done very successfully and
cooperatively is educate the public. And that has
created huge, huge differences in the nunber of calls
and even the nunber of bears, for exanple, that have
been killed as a result of being a nuisance, quite
frankly.

M5. DEATHERAGE acknow edged that this may be a positive bill
but said she wanted to put forth those questions and concerns.

Number 1927

CHAI R FATE asked whet her anyone el se wished to testify. He then
cl osed public testinony.

Number 1931
REPRESENTATI VE MASEK noved to report SB 147 out of commttee
with individual recomendations and the acconpanying fiscal

notes; she asked for unani nbus consent.

REPRESENTATI VE CI SSNA obj ect ed.
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A roll call vote was taken. Representati ves Heinze, Lynn,
Morgan, Wbl f, Masek, Gatto, and Fate voted in favor of reporting
SB 147 from conm ttee. Representative C ssna voted against it.
Representative CQuttenberg was absent for the vote. Therefore
SB 147 was reported out of the House Resources Standing
Commttee by a vote of 7-1.

SB 155- PREDATOR CONTRCL/ Al RBORNE SHOOTI NG

[ Cont ai ns di scussion of HB 208, the conpanion bill]
Nunmber 2014

CHAI R FATE announced that the final order of business would be
CS FOR SENATE BILL NO. 155(RES), "An Act relating to predator
control prograns; and providing for an effective date.”

The conmittee took an at-ease from1:40 p.m to 1:45 p. m

REPRESENTATI VE MASEK asked the sponsor to explain changes from
the original bill version.

Number 2081

SENATOR RALPH SEEKINS, Alaska State Legislature, sponsor,
explained that wolverine had been included again at the
departnment's request. He told nenbers, "W felt that it was
i nportant that wolverine, who can be cunbersone and probably be

at threat in the wild from any kind of airborne hunting
shoul d be protected.”

SENATOR SEEKINS also said the process was changed around such
that the Board of Ganme would get input from scientists in the
division; would decide to nake this an intensive nanagenent area
under current statute; and then would authorize a predator
control program that included airborne and sane-day-airborne
shooting. The board would have the prerogative to determ ne who
the participants could be, and should establish the follow ng:
predator-reduction objectives, limts, nethods and neans; who is
authorized to participate; and the conditions for participation
of individuals in the program

SENATOR SEEKINS said this basically elimnates "the second bite

of the apple" by the conm ssioner. It is a Board of Gane
process wth the best scientific input comng from the
departnment. "And once the departnment provided that infornmation
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it was not necessary for the commssioner to recertify the
information that his staff had already brought to the board in
order to make that decision,” he explained. He opined that this
decision [under the bill] will be as apolitical as it can be
done by the board nmenbers and based on sound science.

Nunber 2236

SENATOR SEEKINS elaborated in response to remarks from
Representative Wl f:

VWhat we're trying to do here is, we do have a
statutorily appointed Board of Gane. ... W, as
trustees, the nenbers of these bodies, the trustees of
the resources of the state of Alaska, including wld

gane, ... have set up a statutory process in the Board
of Gane so that they can |look at and have a public
process to take a look at all of the reasons ... for
having nethods and neans ... of harvest, et cetera,
for wild gane in the state of Alaska, to conply wth
our ... constitutional requirenent to manage for

sust ai ned vyi el d.

What we've said was, those decisions should be made
based on the best available science, should not be

made based on politics. We should be managing this
resource scientifically. So what we have ... in our
process today is testinony that cones to the Board of
Ganme, including testinony from our own experts, our
scientists that tell us popul ation objectives,
carrying capacities, bull-cow ratios - all these

things that can cone into play to determne, "Are we
neeting the constitutional nandate for sustained yield
or not; if there's a problem then help us to identify

the problem and show us" - and it has to be here -
that the board shall have had to have determ ned,
based on information provided by the departnent in
regard to ... an identified big-ganme population

that they haven't nmet the objectives - that could be a
harvest objective; that could be ... a population

objective; it could be both on predators or on prey -
and that a cause for the failure is predation.

Nunmber 2368

SENATOR SEEKI NS conti nued:
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It has to be an identified cause, scientifically, and
then that ... it's a reasonable expectation that ... a
predator control program could aid in the achi evenent
of those objectives that could get us there. ... Then
they have to design how the best possible way ... to
carry out that ... predator reduction would be.
There's sonme control all the way through. And we've
tried very hard to nmake sure, then, that the Board of

Ganme understands they just can't say, "Wll, we need
to reduce predators here.” They have to show why.
And they have to show what the result wll be. And
then they have to establish how nmany. They have to

establish the methods and nmeans to be able to do it,
because in different parts of the state, different
types of nethods and neans can be effective or not
ef fective. And then they have to determ ne who can
participate and then, on top of that, the conditions
for participation.

So we've said, "Along with you making this decision

you have sone responsibility to the people of the
state of Alaska to make sure you're doing it
properly.™ And so we're ... kind of expanding not
only the opportunity, but also the responsibility.

This does not preclude the departnent from being able
to handle their own parallel (indisc.--coughing) if
they so wish. This just allows themto say, "Here's a
problem here's a solution, here's a way it can be

done,"” and to authorize private individuals ... to
assist, as [Governor Mirkowski] has said; he'd I|ike
| ocal folks to be able to carry out ... the predator
control ... progranms as nmuch as possible. And I think
that this acconplishes that, and it ... keeps it out
of the political arena. Yes, [Board of Gane nenbers]
are somewhat - pol i ti cal appoi nt ees, but they're
confirmed ... by these bodies, and so they ... now

woul d have that decision-nmaking authority.
Nunber 2474

REPRESENTATI VE GATTO asked about the effect of the bill on the
bear popul ati on.

SENATOR SEEKINS answered, "If a bear is a predator, they have
the responsibility and the right to determine ... how to contro
it. And | believe a bear is a predator. In fact, | think bears
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have a greater effect in many areas on nortality rates for noose
cal ves than wol ves do."

Nunber 2502

REPRESENTATI VE HEI NZE referred to page 2 [Section 2]. She asked
whet her the Board of Gane w il have authority over all this,
i ncl udi ng "who can shoot, who can fly," and what nethods will be
used.

SENATOR SEEKINS answered in the affirmative. He said that's
consistent with [the board's] authority in statute now, and this
is a reiteration of other rights and responsibilities it has in
statute.

Nunmber 2546

REPRESENTATI VE HEI NZE asked Senator Seekins for clarification
about the nunbers relating to wolf and noose popul ati ons.

SENATOR SEEKI NS of fered an exanple from Gane Managenent Unit 13.
Pointing to an area on a wall mp, he nentioned the Parks
H ghway, Denali H ghway, Richardson Hi ghway, and d enn Hi ghway,
saying it's basically contained within that boundary between the
two maj or popul ation areas of Al aska. He said:

At one tine in the late '80s, early '90s, the npose
popul ation - the reproductive base of that popul ation
- was about 27, 000. Today it's less than 8, 000. A
nunber of years ago, the Board of Gane said, "This is

now an intensive nmanagenent area," and authorized
predator control pr ogr ans. But under the [ast
adm nistration, for political reasons stated that way
- not assuned - they decided not to do any kind of

predator control programin there.

The harvest by humans has stayed below a thousand.
Sonmething's killing those aninmals. And the biologists
say it's wolves and bears. ... And they say we need to
have a predator control program The wolf popul ation
is 900-plus roughly, depending on when you neasure it.
The ceiling that's been established by the board is
around 200. The bear popul ation exceeds 1, 500-1, 600
grizzly bears in that area. The population is way
over the net.
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SENATOR SEEKINS referred to charts of wolf and npose popul ation
trends for Unit 13. He indicated nothing has been done other
than private hunting to nmneet the departnment's population
obj ective of 200 wol ves.

Nunber 2698

SENATOR SEEKI NS expressed concern about failing in managing the
resources that are Alaskans' public-trust assets. He said 80
percent or nore of noose calves born in this area are dead
before they're four weeks old. Hi ghlighting the nunber of
predators, he said they can't even be counted and can't be
caught wthout a predator control program of sone Kkind. He

offered his belief that the Board of Gane has to authorize this
because the mandate is that the highest and best use, by
statute, is for human consunption. He added:

| submt to you that ... if we were just to take one-
third of what we could have produced out of there, we
would triple the harvest of noose in the state of
Alaska in the high years - triple it. And if those
people from Anchorage and Fairbanks and the highly
popul ated part of the state were able to have a
reasonabl e opportunity to harvest close to hone, they
woul dn't be going to Ruby or to Ranpart or other parts

of the state to hunt. Not only do we solve the
probl em by controlling our populations of game close
to -- the problem of managing for sustained yield, we

take the pressure off the rural comunities, which I
think is a secondary benefit of equal inportance. So
gi ve people a chance to harvest close to honme - we'll
sol ve sone of the other issues of the state as well.

SENATOR SEEKINS said it's a real problem and that nobody wll
di spute these nunbers from the departnent, which are taken from
their own reports. He noted that for some, the trend has been
"extended one year," but said they're straight-line trends, wth
no reason to believe it won't conti nue.

Nunmber 2900

REPRESENTATI VE HEI NZE asked about gestation periods for noose
and wol ves, and how nmany young are born a year.

SENATOR SEEKINS answered that there is a high twnning rate in

noose, though he didn't have the figures, and said wolves can
have three to six or nore pups up to twice a year. In Unit 13,
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"from nyself and other people who do hunt and travel in Unit
13," he said it is rare to see a noose calf that survives into
the fall.

TAPE 03-42, SIDE B

SENATOR SEEKINS said these populations are always either
declining or increasing.

Nunber 2940

REPRESENTATI VE WOLF voi ced whol ehearted support for the bill.
He said Alaska's constitution clearly states and explains the
sustained yield principle for maxi num benefit of the residents
of Al aska. He remarked that this bill isn't a hunting
opportunity, but a predator control program

SENATOR SEEKINS said by telling the Board of Gane it has the
right to determ ne who participates, "we would believe that they
woul d have the responsibility to make sure that the people who
did it were responsible people, not just opening it up to
anybody. " He reported that he'd net the day before with two
menbers of the departnent, another Senator, and a man from the
U S. Departnent of Agriculture (USDA). Senator Seekins said the
USDA has a division or office that assists other states wth
predator control, and that the man is a certified aerial gunner
who said other Wstern states use airborne-hunting predator
control programs. Citing the idea of taking care of the problem
efficiently, effectively, and humanely, Senator Seekins offered
his belief that this can be done with [SB 155].

Nunber 2815

REPRESENTATI VE GUTTENBERG asked why the governor doesn't do this
predator control now.

SENATOR SEEKI NS answered that the current statute says predator
control can only be based on the prey popul ati on objective, and
then nust be certified by the comm ssioner. This bill allows
the Board of Gane to use all population objectives, including
harvest objectives. He explained:

You may have a population objective that's fairly
stable, but you're not able to harvest anything for
human use because it's being overharvested by
predators. But under the current l|law, you could not
do anything about that. The McGath area, if you'll
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recall, was (indisc.) down. It had ... a popul ation
objective of, let's say, a unit of three, and they
reduced it to a unit of one so that they could neet
the popul ati on objective. So now you couldn't do
anything until you could show that the prey popul ation
didn't nmeet the objectives. So we want to roll back
into that the ability to look at ... har vest
objectives as well as predator popul ation objectives.
This now allows them to look at all their objectives
and come up with ... a harnoni ous program

And now, the governor hinself, | don't know why the
governor does not choose what he does not do. ... |
have not heard anyone from the Departnent of
Adm nistration say that it was based on any kind of
scientific principle. And so, to take that Kkind of
political pressure off of any ... governor, no natter
who it is that's in office or what party they' re from
in office, | think this should becone an apolitical
and science-based deci sion. By doing that, we don't
put anyone in a position where they have to worry
about the headline in the paper related to their
activity; it's as this governor asked it to be, early,
to be science-based, and as he's asked it to be, to be
primarily carried out by people that live in the
comunities where it's necessary.

Nowhere else in statute, on any fish or gane
regul ation, does a conmssioner or a nenber of the
adm ni stration have any kind of veto power ... on a
program aut hori zed by the board. And we're now naking
this part of the statute consistent with every other
statute.

Nunmber 2665

REPRESENTATI VE GATTO suggested there had been a thought that
tourismtended to drive sonme decisions. He referred to a graph
relating to predator populations and noted that there is a
steady increase in the predator population in spite of a
declining prey popul ation. He asked whether that reflects that
wol ves can get along on other prey and wait.

SENATOR SEEKINS replied that if they're killing noose, they're

also killing caribou and wll "eat them down until they're gone,
and then they'll start eating each other.”" He said 30 percent
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of wolves killed in Alaska today are "killed by other wolves for
di nner. ™

SENATOR SEEKINS offered an editorial from that day's Fairbanks
Daily News-Mner, saying it gives a sense of how people from
Interior Al aska support "science-based control."

REPRESENTATI VE WOLF recalled from high school that wolves are
the only predators that wll eat nud to survive, because of al
the nutrients.

Number 2530

MATT ROBUS, Director, Division of WIldlife Conservation, Al aska
Departnent of Fish & Gane, rem nded nenbers that he'd testified
on the original HB 208, conpanion bill to SB 155, and had said
the language originally proposed was a technical tweak to the
existing statute to overcone the issue that "high-centered" the
departnment and the Board of Gane in trying to inplenment a
predation control program in the MGath area this year. By
contrast, [CSSB 155(RES)] is now a fairly substantial change to
that statute. He offered the departnment’'s view of what it does.

MR. ROBUS addressed Section 1. He said it allows the Board of
Ganme to establish a predation control program that utilizes
nondepart nent personnel . The existing statute has a fairly
cunbersone process whereby the Board of Gane listens to the
departnment give its scientific information; crafts a draft
program then nust request that the comm ssioner of ADF&G nake a
finding based on three criteria: whether predation is creating
a decline in the wungulate population; whether reversing or

reducing the predation wll allow that wungulate population to
i nprove; and whether aerial nethods are necessary to reduce
predati on. Section 1 streaniines this process fairly

significantly in that it takes the comm ssioner finding out of
t he process.

MR. ROBUS reported that nuch discussion and debate in Senate
commttees related to whether the executive branch retains
authority to nake decisions on whether prograns are going to be
i npl enented. He told nenbers:

W believe that there is still a significant role in
decision meking wthin the departnent and the
adm ni stration because this bill does not affect the
fiscal authority of ... the comm ssioner to run the
depart nment. And also there is a federal airborne-
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hunting Act that disallows people from conducting this
type of activity unless the state issues a permt
certifying that they are engaged in an activity to
protect a wldlife population. So the state still
will have a significant role, no nmatter what is done
with this statute.

Number 2350

MR, ROBUS turned attention to Section 2, which also had received
quite a bit of discussion. He said the Department of Law has
advised [ADF&G that the Board of Gane already has the
authorities listed in Section 2. He said:

We asked [ Senator Seekins], the sponsor on the Senate
side, to consider making the |anguage nore flexible in
that we didn't feel it was wise to have the board
mandated to establish all four of these things every
time there's a predation control program W t hought
that allowing sonme flexibility would make it nore
|ikely that a program woul d actually be inplenented by
t he executive branch.

MR. ROBUS acknow edged that Senator Seekins and his staff had
worked with [ADF&G quite a bit on Sections 1 and 2. He offered
the belief that some pretty significant inprovenents in the
| anguage have been achieved through the committee process to
dat e.

Nunmber 2306

MR. ROBUS advised nenbers that the current version, on bal ance,
because the comm ssioner is entirely renmoved from the process,
is unacceptable to the admnistration. He noted that the
original bill left the comm ssioner in the process. Wth the
assistance of the Departnment of Law, therefore, [ADF&S had
worked up a possible anendnent that is intended to be a
"conprom se position between those two poles”; he indicated this
proposed | anguage had been given to the conmttee.

MR. ROBUS explained the intent of the proposed anmendnent: after
the Board of Game comes up with a predation control program and
submts it to the departnent, the comm ssioner would have a
finite, short period of time within which to justify why it
should not be carried out; if no response was forthcomng in
that short tinme, the program would go forward. He added, "W
think this addresses the pocket-veto issue that Senator Seekins
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has voiced, and which, | think, based upon the way the
statute's witten, is a valid thing to be concerned about."

MR ROBUS told nenbers:

| want to enphasize that the situation at MG ath was
purely a technical inability for the comm ssioner to
make a finding, as requested by the Board of Gne,
because the population objective for that particular
noose herd was reduced as part of a conprom se during
[an] adaptive wldlife managenent team process that
was underway out there several years ago, in an
attenpt to get sonme sort of redress for the wldlife
managenment situation in Unit 19D East, where the noose
popul ation is at |low levels and not recovering and we
judge the predation as a significant reason for it.

CHAI R FATE asked that questions be held if possible and that
testifiers speak for two mnutes only.

Nunber 2175

JESSE VANDERZANDEN, Executive Director, Alaska Qutdoor Council
(ACC), began by saying AOC represents about 50 outdoor clubs -
approximately 12,000 hunters, fishers, trappers, and public
access advocates. Testifying in support of SB 155, one of ACC s
top priorities this session, he said the bill isn't about fair
chase or ethics, providing trophy noose hunters wth bigger
noose racks, elimnating wolves, or being against predators. He
opined that these are nyths perpetuated by people who seek to
"put wolves on a pedestal"” and thereby create synpathy for them
at the expense of other wldlife species; he said this
undermnes the integrity of wldlife nmanagenent and every
Al askan who wi shes to utilize wld food for sustenance.

MR. VANDERZANDEN offered that the bill is about asserting the
state's right to manage wildlife in a scientific manner for the
benefit of its citizenry; helping the state neet its statutory
and constitutional obligations to manage wildlife for sustained
yield; and putting wldlife managenent "back into the hands of

prof essi onal nmanagers who know it best - people in the field,
close to the ground, who know what's going on day to day,
year in and year out." He cited population |levels, predation

i npacts, habitat conditions, other conditions, use patterns, and
"a nyriad of factors that nust be accounted for in nmanaging
wildlife for sustained yield."
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MR. VANDERZANDEN said the narrowy focused bill limts airborne
or sane-day-airborne predation managenent to only areas where
bi g- gane popul ati ons are depressed and predati on has
conclusively been determned to be a factor; it requires Board
of Gane authorization to conduct airborne or sane-day-airborne
managenment within the context of an approved w ldlife nmanagenent
pl an founded upon the recommendati ons of professional managers.
He said these plans are regularly scrutinized and conmmented on
by the public "in one of the nost open and deliberative public
processes in the nation.™

MR. VANDERZANDEN indicated this practice is available in nost
states, and should be available in Alaska, given its chall enging
t opogr aphy. He said it ties predation managenent to popul ation
obj ectives, which seek to establish how many nobose and predators
exist in a long-term sustainable manner in a certain area. He
told nenbers that predators are part of the managenent equation
- conserved for, accounted for, and nmanaged for. They are not
managed against. It's not a question of how wol ves are nanaged,
but how wildlife is managed. Noti ng that popul ation objectives
al so account for human harvest, he concluded, "W urge you to
put Al askans who utilize wild food for sustenance, who share a
strong conservation ethic for nature's predators and prey, and

[ who] rely on individual responsibility, back into the
managenent equation by passing this bill today."
Number 1958

DICK BISHOP testified on his own behalf in support of SB 155,
which he said mekes clear, when allocating big-gane prey for
various uses, that the buck stops at the Board of Gane. The
board is bound by the sane sideboards as ADF&G wldlife nust
be nmanaged on the sustained vyield or self-perpetuating
principle, and sustained yield includes hunting and trapping.
He said the board and departnent are obligated by |law to provide
for "continued, inmportant hunting opportunities”; the board is
obligated to nake allocations anpbng various uses, and relies on
the departnent's data and professional advice regarding the
condition of the particular population and what sort of
managenent woul d enabl e the board to neet its obligations.

MR. BISHOP said SB 155 provides authority for the board to use
nore of the available nmanagenent nethods to fulfill its
responsibilities. Its decisions still must be based on
information and interpretation provided by the departnent;
i npl enentation of predator-prey managenent through the use of
aircraft also requires ADF&G s cooperation in order to neet
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conditions of the federal airborne-hunting Act. He said the
paradox in predator-prey managenent is that while Alaska 1is
huge, only 10-20 percent is available for active managenent of
predator-prey systens or even of habitat. He expl ai ned:

Federal nonmanagenent on 50 to 60 percent of the
state, state-closed areas, urban areas, and barren
| ands conbi ned nake up 80 to 90 percent of the state
| ands. But then the 20 percent of Alaska where
managenent can be done has becone critically inportant
to those who pursue the Al askan tradition of hunting,
whet her for food, for cultural values such as ny own,
or as guides who make a living serving the interests
of our visitors.

MR. BISHOP concluded by saying SB 155 wll help the state
fulfill its constitutional mandate of managi ng on the sustained
yield principle, subject to preferences anong beneficial uses,
for the maxi mum benefit of the people.

Number 1808
PAUL JOSLIN, Conservation Biologist, Al aska WIldlife Alliance,

expressed concern that SB 155 would allow nmenbers of the public
who can afford it to again be able to play "cowboys in the sky,

chasing wol ves across the |andscape.” He said it is barbaric;
rai ses public safety issues; and is inexcusable, even if done in
the nane of predator control. Noting that proponents of sane-

day-ai rborne hunting of wolves argue that it's necessary, he
said the opposite is true. He told nenbers:

W are now killing nore wolves than ever. And | have
provided each of you wth copies of the Al aska
Department of Fish & Gane harvest summary records on
wolf take in Alaska over the past 25 years. From
these records, you can see for yourself that it has
been steadily increasing, from about 600 wol ves a year
to now over 1,500 wolves a year, which is a whopping
i ncrease of nearly 150 percent.

This trend appears to be continuing. In the winter of
2001-2002, 1,741 wolves were |listed as killed. The
i ncrease has cone about |argely because hunters have
better equipnment in the way of sem -automatic weapons
and fast, reliable snow machines that can outpursue
any wolf on open ground. | attend a lot of Board of
Game neetings. And having personally heard the
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testinony of wmany snowrachiners talking about the

nunber of wolves they take, |'m especially concerned.
In one individual case I'll never forget, ... the
fellow bragged about how he single-handedly chased
after and shot sone 18 wol ves. Pursuing wol ves on a
snow machine is now | egal on about 20 percent of state
| and.

MR. JOSLIN said enacting legislation that returns Alaska to a
time in the past when there were "cowboys in the sky" is wong.
| f anything, |egislation should be enacted to stop the |egalized
but wunfair chasing of wdlves on the ground and the steady
increase of killing of wolves in Alaska until nore is known
about its inmpact on Al aska's natural ecosystens.

MR. JOSLIN contended that this isn't about l|ogic and science,
but about dealing with entrenched attitudes about wolves by
people in power. He disagreed that wolves reproduce tw ce a
year, and he said wolves aren't vermn. "The voters of Al aska
know that, and they have told you twice that they are not about
to support you when it cones to allowng the public to use
aircraft when it cones to killing them"™ he said. "Why isn't
t hat nmessage getting through?"

MR. JOSLIN said Alaska has lost its preemnent position as the
wld-frontier state with the highest density of wlves in
Anerica because of the antiquated attacks on predators. He told
menbers that M nnesota, for exanple, proudly proclains that its
hunting industry is able to coexist wth a population of wolves
that is 2.5 tinmes Alaska's per square mle. He asked that nore
wol f-rel ated education and a whole lot less killing be done.

Number 1537

JENNA VWH TE testified as foll ows:

The failure of a denocratic governnent, when
representatives of the people vote in favor of
regul ations that are in opposition to the will of the

people that elected them the public already clearly
voted to disallow the practice of aerial and | and-and-
shoot hunting of wolves by the public. One cannot be
an expert on all subjects, and the breadth of
information in the world today is overwhel m ng. And
the systens have been devised so that the nost
qualified individuals nake decisions pertinent to
their area of expertise.
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Est abl i shnent of regulations that can have trenendous
impact on wldlife populations should be adm nistered

by biological professionals. Nonet hel ess, certain
[legislators] and Board of Gane nenbers ... wll
acquire personal gain by acting as wildlife managenent
pr of essi onal s. These sanme individuals are active

menbers of a group which tells that [npose] nunbers
are plummeting by astronom cal accounts. For exanpl e,
it has been clained in Unit 13 [that] the npose
popul ation has dropped from 27,000 to 7,000 in a
decade, and that in Unit 19D the npose density has
fallen from 3 to 4 per square mle to 1 per square
mle, a 75 percent reduction.

It has further been stated that this is not a fair-
chase issue, but a scientific nanagenent issue. And
this is exactly the point: that science is being
mani pul ated to suit their own desires. The scientific
reality is that the true population estimtes for
nobose and many species are not known in nost parts of
the state because these surveys are expensive and
ti me- demandi ng.

Previ ous high estinmates of npose nunbers in the 1980s
are pure speculation based on no scientific data, and
were the result of long-term state- and privately
sponsored wolf bounties, extensive aerial and |and-
and-shoot killing, and poisoning. For exanple, in the
previously mentioned Unit 13, where intensive predator
control has been adopted, ADF&G biol ogists do not know
the extent of the npose popul ation because this area
is very large and enconpasses nuch topographical
variation. And the area sinply has not been censused.

Number 1390
MS. VWH TE conti nued:

But in a recent ADF&G di scussion item concerning the
review of predator-prey status in Unit 13, it was
stated that, quote, there are about 22,000 npose in
Unit 13 and an overall density of 0.9 npose per square
mle, or a density of 1.4 noose per square [mle in
areas] below 4,000-foot ... elevation. And this is
considered a relatively high-density npose popul ation
for Interior habitats.
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This nunber certainly is not witten in stone. But it
is nowhere near the "7,000" nunber purported by
supporters of this bill. The report goes on to state
t hat noose popul ati ons now appear conparable to |evels
observed in the early 1980s. Sinultaneously, the nost
recent study showed that the wolf population has
decreased by some 27 percent in Unit 13, due to
extensive hunting and trapping.

The real problemis, ... localized hunting overhunting
has reduced bull ratios to as low as 9 bulls ... per
100 noose in certain areas. And this has reduced the
resiliency . of the herd and the overal
availability of npose to take.

M5. WHI TE concluded that overall, this is a scientific issue
that needs to be resolved by professionals who have integrity
and are looking out for the welfare of wldlife and habitat,
i nstead of "playing politics."

Number 1279

VI C VANBALLENBERGHE told the conmittee he is a former menber of
the Board of Ganme appointed in 1985 by Governor Sheffield and in
1996 and 2002 by Governor Know es. First discussing the
public's using airplanes to take wolves, he said that while he
was on the Board of Game in 1985-87, the board began to address
problens related to this issue; the board acted first in 1986 to
restrict | and- and- shoot hunting because the practice had
nunerous problens in relation to hunters' shooting directly from
the air or hazing and harassing wolves, both of which were
illegal under state and federal |aw He said that led to a
series of well-publicized court <cases in Alaska and public
outrage over the practice.

MR. VANBALLENBERGHE offered his belief that whether or not |and-
and-shoot or sane-day-airborne hunting is done as predator
control, it is a bad practice that the public still strongly
opposes. Hi ghlighting the 1996 initiative and 2000 referendum
dealing with this issue, he said they denonstrated the strength
of that opposition. He opined that passage of this [SB 155] may
resul t in yet anot her referendum vote to overturn the
| egi sl ature's action.

VR. VANBALLENBERGHE  sai d, second, t he bill cuts t he
conmmi ssi oner, and hence the governor, out of decision making on
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wol f control. Enphasi zing that the Board of Gane isn't an
el ected body, he said only the governor, who is elected, can see
the broad public policy issues involved in controversial issues
like wolf control and can nmeke the ultimte decision, through
the comm ssioner of ADF&G as to whether these practices should
pr oceed.

MR. VANBALLENBERGHE referred to M. Robus's testinony and said
there is a legal problem in that Public Law 92-159, the
ai rborne-hunting Act passed by Congress, requires state fish and
gane agencies, rather than boards of gane, to issue permts for
aerial control. Thus [SB 155], by overriding that process,
generates sonme serious and perhaps intractable problens that
need to be rectified.

Number 1031

ROBERT FI THI AN, Executive Director, Al aska Professional Hunter
Association (APHA), who is a master guide and "eco-tour"
operator, said APHA represents Alaska' s oldest tourismrelated
i ndustry, the guided sport-hunting industry, which contributes

nore than $120 nmillion "new' dollars to Al aska each year and
contributes to ADF& s annual wldlife conservation budget.
Referring to the state constitution, Article I, Section 1, and
Article VIIl, Sections 3 and 4, he told nenbers:

During the past decade we have seen a steady and
continual decline in the cow npbose populations in

Al aska of at Ileast 55 percent. The annual calf-
survival rate is under 7 percent. Only 3.5 percent of
the surviving calves are female, and fewer of that
percentage are living to be of recruitnment age to

repl eni sh the declining popul ati ons.

The average annual harvest rate of npose statew de
currently is as follows: 86 percent die by predation
10 percent die of natural nortality, and 4 percent by

human harvest. What these facts prove is that if we
stopped all hunman harvest of nobose today, a year from
now we wll still have fewer npbose. Hunting and human

harvest is having no significant effect on the state's
noose popul ati on.

Let ne advise you on another comonly overl ooked fact

her e. If the facts were known regarding our Dal
sheep and, in many areas, our caribou popul ati ons, and
they had ... an inportant role throughout the main
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river corridor comunities of Alaska as neat-and-
subsi stence species, you would find that their plight
is as bad as our noose. It's a terrible
representation of the stewardship of these resources.

It's inportant for you to note that during the past 10
years the nonresident sportsman has |ost opportunity
to hunt on over 50 mllion acres of public |ands that
are open to sport hunting, due to the continual
reduci ng nunbers of Al aska's nopose, sheep, and cari bou
popul ations and the nandate's of the state's
subsi stence | aw.

Only two tines in the history of our state have we
seen such detrinent dealt to our precious wldlife
popul ations as we have in the past 15 years. These
two instances were the near-extinction of the sea
otter by the Russians and the dem se of Alaska's wld
salnon during the territorial years.

Nunmber 0846
MR FI TH AN concl uded:

The APHA warrants that what Alaska wll gain by
passage of Senate Bill 155 and the adm nistration's
mandat es of managemnent of Al aska's wildlife
popul ati ons for abundance will do far nore benefit for
Al aska's tourism industries and ... the vision that
the world has of Alaska than any boycott can do us
harm [It's tinme for us to stand up for Al aska and the
vision that the world has of our state, a vision of
i nconparable wldlands and bountiful populations of
wildlife. Qur civil, constitutional, and noral
stewardship requirenents need to be adhered to. The
APHA urges you, for the sake of our precious wldlife
resources and the people of rural Al aska, to support
this bill.

CHAIR FATE asked people on teleconference who had witten
testinmony to provide it to the commttee.

Nunber 0772

REPRESENTATI VE ClI SSNA pointed out that she didn't have the
handout M. Joslin said he'd provided.
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Number 0750

CHAIR FATE closed public testinony, asking people to stay on
tel econference for questions. He announced his intention of
noving the bill fromcomittee this day.

REPRESENTATI VE MASEK asked M. Robus to address a topic raised
in a letter in commttee packets from Jenny Pursell [in
opposition to SB 155, dated May 8, 2003] that says under SB 155,
aerial predator control can be declared by the Board of Gane
wi t hout the backing of ADF&G

MR. ROBUS responded:

Qur reading - and one thing that may not be clear - is
that wunder the existing statute, let alone what's
before you, the public can be involved in predation
control prograns ... involving sane-day-airborne or

airborne hunting if this conplicated process is gone
through that | nentioned before.

The ... Board of Ganme, under the |I|anguage in )
SB 155, would be able to go ahead and put together a
predation control program and hand it to the executive
branch w thout the involvenent of the conm ssioner.
But, as | said before, in tw ways the departnent
still would have sonme authority and sone say in
whet her or not a program went forward. And one is
that the board does not have any fiscal authority over
the departnent, and the comm ssioner still controls
the purse strings for what happens and, therefore, can
direct that sonething either be done or not done.

And then, secondly, the provisions of the airborne-
hunting Act neans that ... if nondepartnent people are
involved in predation control activities involving
aerial nethods, the state nust, as we read it, issue a
permt to protect people from federal prosecution
under that |law. People can be nade legal if there's a
state permt that says that they're participating in a
programto protect a wildlife population. And in this
case it would either be noose or caribou or one of the
ungul ate populations identified under the intensive-
managenent | aw.

MR. ROBUS added that he hadn't read the letter, but thought he'd
answer ed Representative Masek's question.
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Number 0522

REPRESENTATI VE MASEK reiterated that the letter says the board
can declare aerial predator control wthout the backing of
ADF&G,

MR ROBUS replied, "I think that's true. But, again, the
departnent and the adm nistration would still retain the final
say as to whether or not to inplenent that program™

REPRESENTATI VE MASEK referred to oral testinmony and to witten
testinmony to the Board of Gane from the board's March 6 neeting
[in packets]. She paraphrased from a letter from Lewis F.
Egrass of MGath that says [original punctuation provided]:
"Just last night March 5th on Alaska State news, Paul Joslin
stated that their survey showed that 75% of rural Al askans
opposed predator control. | have contacted all the villages in
this area and none of them have any know edge of this survey."”
Representati ve Masek said she just wanted to put that on record.

Number 0362

CHAI R FATE asked about the allegation that the npbose count isn't
accurate and has no scientific basis.

MR. ROBUS responded:

It's true that there's a lot of art in the science of
wildlife managenent. And it's true that these surveys
are expensive. And we have to try to hopscotch around
the state, and there are a lot of areas that we don't
survey every year. But we try to keep hopping around
and checking up on places fromtine to tine. And the
departnent is anong the leaders in the world in
devel opi ng aerial survey techniques, and we have done
what we can to try to develop ways to do the best job
we can of estimating - not directly counting every
| ast one, but estinmating noose popul ations and other
wildlife populations in the state.

CHAI R FATE asked whet her the figures are valid.
MR. ROBUS replied:

I believe they are, M. Chairman, although
depending on where you're |ooking specifically, we may
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have |less scientific data than in other places. But
in places where we've got significant nmanagenent
problens, we try to allocate our resources so that we
do fly high-quality surveys and do the best job we can
under the conditions. ... W can still be foiled by
weat her conditions or other anomalies, but we have, we
believe, valid results and estimtes that are as good
as you can get under the circunstances.

Nunber 0187

REPRESENTATI VE GUTTENBERG referred to one of the graphs in the
packet . He said sonme gane managenent biologists and resource
managers have nentioned that the 1988 nunber was an anomaly,
that taking out the bottom and top nunbers would give nore of an
average, and that shooting for an all-time high isn't feasible.

MR. ROBUS r esponded:

You make a good point, and the departnment is on record
repeatedly as trying to nake sure that population and
harvest objectives that are established are reasonabl e
and ... achievable. ... There's no doubt and no
argunent from the departnment that we don't have a
managenent problem for ungulates in Unit 13 and
Unit 19D and several other places. But in trying to
correct those problens, we need to be careful that we
aim towards objectives that can be sustained, and
don't create nore problens when we get there.

Anybody who knows the history of the Nelchina caribou
herd knows that populations do fluctuate the way .
Senat or Seekins nmentioned. And we have to be careful,
when trends are going up, not to stinmulate sonething
that gets so high that it creates damage.

TAPE 03-43, SIDE A
Number 0001

MR. ROBUS noted that [the graph] has sone error associated with
it; it's an estimate. He expl ai ned:

If you draw the type of error bars that we have around
our estimates, you mght find that that line is a |ot
|l ess lunpy than it appears here. And if we had no
snow on the ground that winter, it would be very hard
to find nobose during a survey anyway, Sso we'd get a
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| ow esti nate. So | think what you need to |ook at -

and what wldlife biologists get used to doing - is
instead of worrying too nuch about the absolute place
where that point is, you |look at the general |Iine.

And that general trend for noose in [Unit] 13 is
definitely down over the long term and we agree that
we've got sone serious nmanagenent concerns there that
need to be addressed.

Nunber 0071

REPRESENTATI VE CI SSNA recalled that the environnments in which
noose live must be specifically beneficial for them they need
to be able to reach what they forage on, for exanple, and a
growi ng forest can actually outgrow the range which npose can
reach. She asked whether there has been any kind of change in
the environnment [in the gane managenent units being di scussed].

MR. ROBUS replied:

One thing that is often forgotten is ... that the
habitat is constantly changing everywhere in the
state. And nunbers of animals in the woods or tundra
or wherever are also constantly changing. And the

challenge of wldlife managenent is to try to keep
things in balance and at adequate levels so that
people can use the wildlife in the various ways they
do.

And, yes, our area biologists ... beconme very famliar
with the areas, and we know that there are situations
where habitat is the primary problem for ungulates.
But there's a whole variety of factors ... that affect
ungul ate populations or any wldlife population,
predation being one of them habitat quality and
guantity another, disease, parasites - you can on and
on; weather is a big one for noose.

And so that's why the current statute and the

bill in front of you talks about ... the board having
to making the judgnent that predation is a significant
cause for a depressed ungul ate popul ati on, because it
doesn't do any good to renpbve predation or reduce
predation if that's not what's causing the depressed
noose herd or caribou herd. So, obviously, we need to
| ook at make sure that predation is a problem and ..
not something else controlling the situation
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Number 0329

REPRESENTATI VE GUTTENBERG said this bill seens to want to take
authority from the governor and the conm ssioner, and give it to
the board. He asked whether that is a real situation, since the
governor, in the end, controls the purse strings of the board or
even the departnment. He surmised that if a governor didn't want
predator control, it wouldn't happen, regardless of this bill

MR, ROBUS offered his belief that [Governor Mirkowski] has
stated repeatedly that he's in favor of predator control; has
voiced a policy that certain techniques will not be enployed at
this tinme; and is very interested in having predator-nmanagenent
probl ens addressed by |ocal people, as opposed to departnent

staff, in part because of the cost to the state involved in a
staff effort. In further reply, he reiterated that the
adm nistration presently finds the bill unacceptable because of

the comm ssioner's dimnished role in Section 1, which is the
process whereby the board produces the predation-control plan.

CHAI R FATE recalled that the governor, in a speech to the joint
session, had talked about active managenent, which Chair Fate
said connotes "active nmanagenent including, if needed, predator
control ."

REPRESENTATI VE MASEK comented that alnobst everyone in the
Senate had voted for this bill and urged noving it forward to
t he House fl oor.

Nunmber 0562

REPRESENTATI VE MORGAN told menbers he is fromthe Unit 19 area
and is very famliar with Unit 19D, he's been involved in
predator control since 1998 and pushed legislation at that tinme
for predator control. He said the nobose population is going
down. Representative Mrgan told how bears change their eating
habits as they beconme nore expert, going fromeating the entire
carcass in the spring to only eating the fattest parts.
Simlarly, he said, elders have told himthat wolves becone very
persi stent and expert at catching [npose], and know what parts
to eat. He recounted being told by soneone that he'd run into
four noose [carcasses] for which the only parts eaten were the
nose; tongue, which has a lot of fat; heart and kidneys, which
have a lot of fat; and runp. Then they nove on.

Number 0727
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REPRESENTATI VE LYNN enphasi zed the responsibility of |egislators
to be responsible stewards of the natural resources, including
ani mal popul ati ons. He said these [wolves] aren't nythical
Di sneyland animals, but a "four-legged natural resource that
needs to be managed with the best scientific know edge that we
have, in the nost practical, comonsense way to do it, for the
benefit of all of wus.” He said he believes that active
managenent is required and that he will support the bill

Number 0815

REPRESENTATI VE HEINZE noved to report CSSB 155(RES) out of
commttee with individual recomendations and the acconpanying
fiscal notes.

REPRESENTATI VE GUTTENBERG obj ected for discussion purposes. He
told nenbers he believes in predator control, but said on this
i ssue he's been troubled because both sides seemto get stym ed

in rhetoric and |ocked into positions. He said he |ooks for
good, scientific data and hears conflicting information from
both si des. Referring to the top of page 2, he indicated
concern that it seenms to anend statute with regard to the
phi |l osophy of predator control for objectives. He also
expressed concern about taking authority away from the governor
in theory in the bill, when the governor actually has it in the
end. He indicated that whether one agrees with a governor or

not, there are larger public policy issues involved in a |ot of
what the | egislature does.

REPRESENTATI VE GUTTENBERG also noted that two ballot issues
whi ch passed [relating to sane-day-airborne hunting] were big

public policy calls. Indicating the need to further educate the
public, he said that all he's hearing is "bears and wolves
ver sus noose. " Referring to Representative Cissna's discussion
of habitat issues, he said there are water issues and [effects
from fires] as well, and yet he never seens to hear dial ogue
about what is happening out there on the ground. He expl ai ned

that he hasn't been satisfied that an answer has cone forward,
and said he doesn't think [this bill] does it.

Nunber 1051
CHAI R FATE said he didn't presune to be an expert, but offered
his belief that ADF&G has anple evidence that in sone areas -

though it my not be the total cause of dimnution of the
ungul ate population - "it has been the balance that has caused
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the decrease.” He said he knows of tines when a deep snow
coupled with cold has probably been nuch nore devastating than
wol ves to the game popul ation; however, wolves on top of that
can just about devastate an entire nobose population in an area.
He agreed in part with Representative Cuttenberg, but offered
his assessnent that in sone areas it really is predation that
has caused the dimnution of the herd.

CHAIR FATE stressed the desire for active managenent, saying
there has been too nuch passive mnanagenent where people have

just said to let nature take its course. He recalled hearing
fromelders that there have been tinmes of starvation as well as
times of plenty. "W're trying to keep away from those tines of

starvation,"” he concl uded.

Number 1171

REPRESENTATI VE ClI SSNA said she'd talked to people in her area
and believes they understand that in sone areas it's inportant
to have predator control, even though they'd voted strongly in
favor of banning aerial wolf control. However, they'd told her
it should be professional. She al so expressed concern that she
hadn't seen the proposed anmendnent [nentioned by M. Robus], and
said she'd like to hear debate over the problem that the
adm nistration has with the current version.

Nunber 1268

REPRESENTATI VE GUTTENBERG wi t hdrew hi s obj ecti on.

CHAI R FATE asked whether there was any further objection. There
being no objection, CSSB 155(RES) was reported from the House
Resources Standing Committee.

ADJ CQURNMENT

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