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February 2, 2004
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VEMBERS PRESENT

Senat or Scott Ogan, Chair

Senat or Thomas Wagoner, Vice Chair
Senat or Fred Dyson

Senat or Ral ph Seeki ns

Senat or Kim El ton

Senat or Ceor gi anna Lincoln

VEMBERS ABSENT
Senat or Ben Stevens
COW TTEE CALENDAR

HOUSE CONCURRENT RESCLUTI ON NO. 10
Rel ating to restoration of riparian habitat that is vital to the
fisheries resources of the state.

HEARD AND HELD

HOUSE BI LL NO. 98
"An Act relating to sport fishing seasons and areas for persons
under 16 years of age."

MOVED HB 98 QUT OF COWM TTEE
CS FOR HOUSE BI LL NO 196(RES)
"An Act relating to carbon sequestration; and providing for an
effective date.”
HEARD AND HELD
PREVI QUS COWM TTEE ACTI ON

BILL: HCR 10
SHORT TI TLE: RESTORATI ON OF RI PARI AN HABI TAT
REPRESENTATI VE(s): WOLF

02/ 28/ 03 (H READ THE FIRST TIME - REFERRALS
02/ 28/ 03 (H) FSH, RES
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04/ 04/ 03 (H) FSH AT 8:30 AM CAPI TOL 124

04/ 04/ 03 (H Moved Qut of Conmittee

04/ 04/ 03 (H M NUTE( FSH)

04/ 07/ 03 (H) FSH RPT 4DP 1NR

04/ 07/ 03 (H DP: OGG WLSON, SAMJELS, SEATON,

04/ 07/ 03 (H) NR: GUTTENBERG

04/ 25/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

04/ 25/ 03 (H -- Meeting Postponed to Mon. April

04/ 30/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

04/ 30/ 03 (H M NI NG | NFRASTRUCTURE FUND/ WATER
STANDARD

05/ 02/ 03 (H RES AT 1: 00 PM CAPI TOL 124

05/ 02/ 03 (H -- Meeting Canceled --

05/ 05/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

05/ 05/ 03 (H Moved Qut of Conmittee

05/ 05/ 03 (H M NUTE( RES)

05/ 06/ 03 (H) RES RPT 6DP 1NR

05/ 06/ 03 (H DP: LYNN, GATTO, MORGAN, NMASEK,

05/ 06/ 03 (H HElI NZE, FATE, NR WOLF

05/ 08/ 03 (H TRANSM TTED TO (S)

05/ 08/ 03 (H VERSI ON:  HCR 10

05/ 09/ 03 (S READ THE FI RST Tl ME - REFERRALS

05/ 09/ 03 (S) RES

05/ 14/ 03 (S) RES AT 3: 30 PM BUTROVI CH 205

05/ 14/ 03 (S -- Meeting Canceled --

05/ 16/ 03 (S) RES AT 3: 30 PM BUTROVI CH 205

05/ 16/ 03 (S) Heard & Hel d

05/ 16/ 03 (S) M NUTE( RES)

01/ 21/ 04 (S) RES AT 3: 30 PM BUTROVI CH 205

01/ 21/ 04 (S <Bi || Hearing Postponed>

02/ 02/ 04 (S) RES AT 3: 30 PM BUTROVI CH 205

BILL: HB 98
SHORT TI TLE: SPORT FI SHI NG SEASONS FOR YOUTH
REPRESENTATI VE(s) : SAMUELS

02/ 14/ 03 (H READ THE FI RST TI ME - REFERRALS
02/ 14/ 03 (H FSH, RES

03/ 28/ 03 (H FSH RPT 6DP

03/ 28/ 03 (H DP: OGG HElI NZE, W LSON, SAMJELS,
03/ 28/ 03 (H GUTTENBERG, SEATON

03/ 28/ 03 (H) FSH AT 8:30 AM CAPI TOL 124

03/ 28/ 03 (H Moved Qut of Conmittee

03/ 28/ 03 (H M NUTE( FSH)

04/ 09/ 03 (H RES AT 1: 00 PM CAPI TOL 124

04/ 09/ 03 (H Moved Qut of Conmittee
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04/ 09/ 03 (H M NUTE( RES)

04/ 10/ 03 (H) RES RPT 8DP

04/ 10/ 03 (H) DP: LYNN, GATTO, MORGAN, MASEK, WOLF,
04/ 10/ 03 (H KERTTULA, GUTTENBERG, FATE

04/ 14/ 03 (H) TRANSM TTED TO (S)

04/ 14/ 03 (H VERSI ON:  HB 98

04/ 15/ 03 (S) READ THE FIRST TIME - REFERRALS

04/ 15/ 03 (S) RES

02/ 02/ 04 (S) RES AT 3:30 PM BUTROVI CH 205

BILL: HB 196

SHORT TI TLE: CARBON SEQUESTRATI ON
REPRESENTATI VE(s) : BERKOW TZ

03/ 14/ 03 (H READ THE FI RST Tl ME - REFERRALS

03/ 14/ 03 (H) RES, FIN

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

05/ 09/ 03 (H) Schedul ed But Not Heard

05/ 12/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

05/ 12/ 03 (H) Heard & Hel d

05/ 12/ 03 (H) M NUTE( RES)

05/ 14/ 03 (H) RES AT 8: 00 AM CAPI TOL 124

05/ 14/ 03 (H Schedul ed But Not Heard

05/ 16/ 03 (H) RES RPT CS( RES) FORTHCOM NG 4DP 1DNP 2NR
05/ 16/ 03 (H) DP: HElI NZE, GUTTENBERG, Cl SSNA, FATE;
05/ 16/ 03 (H) DNP: WOLF; NR: MORGAN, GATTO

05/ 16/ 03 (H) FI N REFERRAL WAl VED

05/ 16/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

05/ 16/ 03 (H) Moved CSHB 196( RES) Qut of Committee
05/ 16/ 03 (H) M NUTE( RES)

05/ 16/ 03 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

05/ 16/ 03 (H Schedul ed But Not Heard

05/ 17/ 03 (H) CS(RES) RECEI VED

05/ 17/ 03 (H) TRANSM TTED TO (S)

05/ 17/ 03 (H) VERSI ON: CSHB 196( RES)

05/ 17/ 03 (S) READ THE FI RST TI ME - REFERRALS

05/ 17/ 03 (S) RES

02/ 02/ 04 (S) RES AT 3: 30 PM BUTROVI CH 205

W TNESS REGQ STER

Representative Kelly Wl f

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Sponsor of HCR 10.

Represent ati ve Ral ph Sanuel s
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Al aska State Capitol
Juneau, AK 99801-1182
POSI TI ON STATEMENT:  Sponsor of HB 98.

M. Bob Bentz, Deputy Director

Di vision of Sport Fish

Departnent of Fish & Gane

PO Box 25526

Juneau, AK 99802-5226

POSI TI ON STATEMENT: Supports HB 98.

Representative Ethan Berkow tz

Al aska State Capitol

Juneau, AK 99801-1182

PCOSI TI ON STATEMENT: Sponsor of HB 196.

M. TimKing, Director

Car bon Technol ogy Transfer Center
State of Washi ngton

POSI TI ON STATEMENT: Supports HB 196.

M. Chris Maisch, Regional Forester

Di vision of Forestry

Department of Natural Resources

400 W I I oughby Ave.

Juneau, AK 99801-1724

POSI TI ON STATEMENT: Conment ed on HB 196.

ACTI ON NARRATI VE
TAPE 04-5, SIDE A

CHAI R SCOIT OGAN called the Senate Resources Standing Conmmttee
neeting to order at 3:30 p.m Present were Senators Wagoner,
Dyson, Seekins, Elton and Chair Ogan. The first order of
busi ness to cone before the commttee was HCR 10.

"#HCR10
HCR 10- RESTORATI ON OF RI PARI AN HABI TAT

CHAI R SCOTT OGAN announced HCR 10 to be up for consideration.

REPRESENTATI VE KELLY WOLF, sponsor, said HCR 10 basically
supports habitat throughout the state of Al aska. He expl ai ned:

Residents of Alaska are dependent on the fisheries
resource of the state for consunptive uses and a
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source of incone as well as enjoynent of fishing.
Riparian habitat is a vital key to maintaining the
fisheries as a healthy resource. State and federa
agencies are charged wth keeping Alaska s waters
cl ean, fishable and dri nkabl e.

The state benefits by partnering wth non-profit
or gani zati ons. Local comunity invol venent hel ps
pr onot e t he awar eness, st ewar dship and public
education about this riparian habitat. Support from
private organizations and corporate funding sources
for restoration projects wll help the state find new
sources to restore riparian habitat.

REPRESENTATI VE WOLF said that Alaska, with a nearly $28 billion
Per manent Fund that owns stock in 2,000 American and 1,000
overseas corporations, is in a unique position to encourage
corporations to work wth community groups and non-profit
organi zati ons throughout Al aska to help protect one of Al aska’s
great est resources.

SENATOR GEORGA ANNA LI NCOLN arrived at 3:35 p.m

SENATOR KIM ELTON pointed out that this resolution has a
resol ve clause and asked why it is not addressed to anyone, |ike
the Al aska Departnent of Fish and Ganme (ADF&5, for instance.

REPRESENTATIVE WOLF replied that getting state and federal
agencies to work together has always been a contentious
enterprise. The idea he is putting forward is that organizations
and conmmunities can take it upon thenselves to encourage
cooperation.

SENATOR ELTON retorted, “The way you encourage people is to let
peopl e know what you’'ve said and we’re not doing that. | find it
odd.”

CHAIR OGAN asked Senator Elton if he wanted to offer an
anendnent .

SENATOR ELTON replied that at this point, he mght inadvertently
| eave out soneone who shoul d be notified.

CHAI R OGAN asked Representative WIf if he would consider an
anendnent. He indicated that he would and he would start by
including all federal and state agencies that are responsible
for resource nmanagenent.
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SENATOR DYSON supported Senator Elton’s remarks and felt that
because of the tenor of the resolution, all the advocacy groups
shoul d be included, too.

SENATOR WAGONER i nserted that the Kenai River Center m ght have
a conplete list of relevant groups.

SENATOR SEEKINS wanted to know the scope of what is considered
to be riparian habitat.

REPRESENTATI VE WOLF repl i ed:

Ri parian habitat is an area that remains wet through
the normal tidal change and the issue of habitat...is
that that is affected by [indisc.] mean high and down
bel ow. Watershed is from the top of the nountain to
ordi nary high water.

SENATOR RALPH SEEKINS said the resolution doesn't refer to the
wat ershed, but the streans and the marshes that feed into the
streans.

REPRESENTATI VE WOLF agr eed.

SENATOR SEEKINS asked him for an exanple of a habitat
restoration practice that would be beneficial to anadronous fish
streans.

REPRESENTATI VE WOLF replied that restoration techniques have
been around for a hundred years and vary from I ndonesi an coconut
fiber logs to straw logs and burlap soil bags, replanting of
conpati bl e vegetation, willow waps, sod |ayers and nore.

SENATOR SEEKINS asked if anything in habitat restoration
conflicts with other uses of the water colum, i.e. rafting,
canoei ng, boating, etc.

REPRESENTATI VE WOLF replied that 555,000 angler days occur on
the Russian River annually and the U S. Forest Service has built
el evated wal kways to allow access to and along the river. The
nost comon restoration technology for sinply directing traffic
is just planting willows along the wal kways.

SENATOR SEEKINS said the Cty of Fairbanks just had a hearing on

a proposed Departnment of Natural Resources (DNR) managenent pl an
for the Upper Chena River, which I[imted the nunber of boats and
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restricted certain historical accesses to the river and other
recreational activities. He asked since the Upper Chena is an
anadromous fish stream would his proposal interfere wth
hi stori cal uses.

REPRESENTATIVE WOLF replied no and explained that habitat
restoration is a nmethod of restoring what has been danmaged.
State agencies are very attuned to the fact that people live
t here, too.

SENATOR SEEKINS noted that the neeting on the Upper Chena was
probably one of the nobst contentious and well-attended neetings
he had seen in years.

CHAIR OGAN said that HCR 10 would be held for further work.
#

3:55 — 3:58 - at ease

"#HBI8
HB 98- SPORT FI SHI NG SEASONS FOR YOUTH

CHAI R SCOTT OGAN announced HB 98 to be up for consideration.

REPRESENTATI VE RALPH SAMJELS, sponsor, said HB 98 would allow
the Board of Fisheries to open a fishery for youth [16 years and
under] only. Presently, the only way participation in a fishery
can be limted is to designate it for “seniors only.” Last
session, a “take your son or daughter hunting day” was
established and this neasure is simlar to that. He noted that
Canmpbell Creek [an urban area in his Anchorage district] has a
very small run of King salnon that could be used for this
pur pose. The Al aska Departnment of Fish and Ganme (ADF&G does not
want to open it up to just everyone. He had not heard of any
opposition to this bill and stated that ADF&G the Board of
Fi sheries, and the Al aska Qutdoor Council support it. He pointed
out that HB 98 doesn’'t nmandate anything, but sinply nekes the
proposal avail abl e.

SENATOR THOVAS WAGONER said he knows of an aquaculture
association that had to destroy a lot of red salnmon snolt and he
suggested in the future putting snolts into sone |akes w thout
outlets and restricting themto fishing by young people only.

SENATOR KIM ELTON pointed out that |anguage on page 1 limts

fishing for youth to sport fishing, which is not exactly the
sanme |anguage as that used for 60 and older, which says, “to
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participate in sport, personal use or subsistence fishing.” He
asked what the reasoni ng was behind that.

REPRESENTATI VE SAMUJELS explained that 16 year olds currently
don’t need a fishing license and he didn't want to conplicate
the issue. Furthernore, he was just aimng at a recreational
activity rather than filling the freezer.

SENATOR GEORGA ANNA LI NCOLN noted that some small conmmunities in
her district would benefit from this program even though they
are not considered urban and clarified that this neasure would
apply statew de.

REPRESENTATI VE SAMJELS responded that it is open to anyone in
the state who wants to take a proposal to the Board of
Fi sheri es.

CHAIR OGAN tried to cone up wwth a way soneone could scam the
pr oposal .

REPRESENTATI VE SAMUELS hel ped by saying the only thing he cane
up with is that people mght cheat on their age, but added that
they m ght do that now, anyway.

SENATOR SEEKINS relayed that sonme people have traditionally
hunted along a certain Al askan river and can’t do it now because
of the heavy traffic associated with youth hunters from pl aces
as far away as Kodiak. He wondered if a famly with four Kkids
could have any potential conflicts wth traditional users that
m ght “boil over” with designated youth fishing.

REPRESENTATI VE SAMJELS replied that unlike hunting, which can be
limted by the nunber of npbose or caribou in a district, fishing
could be limted to a nunber of hours. If there were conflicts
or people taking advantage of the situation, the Board could
di scontinue the program He thought the advantages of the
program outweigh any possible downside, particularly wth
fishing [as opposed to hunting].

SENATOR WAGONER noted that the term “snagging fish” does not
i nvol ve good sportsmanship and enphasized, “The last thing |
want to see is setting up a snagging area...”

MR. BOB BENTZ, Deputy Director, Division of Sport Fish,
Departnent of Fish & Gane (ADF&5), supported HB 98 and said it
has a zero fiscal note. Kids under 16 years currently don’t have
to buy a license and this bill would set up separate fishing
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tinmes and areas for kids only. It does not allow the board to
nodi fy nmethods and neans or alter existing bag and possession
limts. He assured the commttee that the department would stop
any abuses that could arise by closing the area and submtting a
proposal to the Board of Fisheries to repeal that regulation.

CHAI R OGAN asked hi m where he would recomrend the board create a
speci al opening or area.

MR. BENTZ replied that the departnent would wait for the public
to come forward with proposals to the board, which they have
done al nost every year. From a conservation standpoint, he would
try to funnel the tines and areas to stocked waters. He did not
envision wusing waters wth wld stocks, especially where
conservation concerns al ready exist.

SENATOR ELTON asked what tinme period the board would consider
Interior fisheries issues in case the regulations need to be
repeal ed.

MR. BENTZ explained that nornmally the board takes up any one
area of the state every three years. However, an “Agenda Change
Request” could be filed by anyone to take up a specific issue
out of cycle and biological problens are high on their Iist of
exceptions. An area could be closed with an energency order by
ADF&G, as wel | .

SENATOR ELTON asked how the departnment would deal wth a
proposed regulation for an under-16 youth King salnon derby
because King salnon are on a quota system and are allocated, as
wel |, between the sport and commercial fisheries. In Southeast
Al aska, two out of every three King salnon that are caught on
sport gear are caught by non-residents. He also asked if the
catch is further divided by a derby situation, would the
departnment recommend that is not a good idea.

MR. BENTZ responded under that scenario, the departnent would
come up with its best estimate of what participation |evels
m ght occur and what the harvest mght be and present those
figures to the Board of Fisheries. The departnment would also
point out allocation inpacts that could occur, but the board
woul d make the final decision.

SENATOR SEEKINS asked if he would suggest an area for vyouth
fishing in an already heavily used area.
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MR. BENTZ replied no, but that would be a criterion that the
board woul d identify inmediately.

SENATOR SEEKI NS asked him which areas submtted proposals wth
concerns about crowded fishing conditions.

MR. BENTZ replied Ship Creek in downtown Anchorage [indisc.].
CHAI R OGAN cl osed di scussion on HB 98.

SENATOR WAGONER noved to pass HB 98 from conmttee wth
i ndi vi dual recommendations and a zero fiscal note. There were no
objections and it was so ordered.

#

4:20 — 4:22 — at ease

"#HB196
HB 196- CARBON SEQUESTRATI ON

CHAI R SCOTT OGAN announced HB 196 to be up for consideration.

REPRESENTATI VE ETHAN BERKOW TZ, sponsor of HB 196, said he

considers this to be a know edge bill and explained that it
doesn’t conmt Alaska to do anything, but puts the state in the
position of asking questions, i.e., should we participate in a

carbon sequestration nmarket and what resources could be brought
to bear. Carbon sequestration is an energing market and one that
President Bush supports [incidentally]. This technology offers
great prom se of significantly reducing greenhouse gas em ssions
- the spruce beetle kill on the Kenai Peninsula could be cut
down and replanted with productive forests, for exanple. BP
Al aska is already investigating the benefits of injecting carbon
dioxide deep into the earth to nake production of heavy oil
easier [by creating a type of effervescence].

TAPE 04-5, SIDE B

REPRESENTATI VE BERKOW TZ said that the Chicago Carbon Exchange
recently opened and is trading carbon at $1 per ton, but it can
range up to $40 per ton. At that price, Al aska could develop a
mar ket of about $500 million.

CHAI R OGAN asked who cones up with the noney.
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REPRESENTATI VE BERKOW TZ replied that the carbon is a comodity
and just like people purchase the oil and gas we produce, people
will pay to sequester their carbon here.

In essence, if they want to pollute sonmewhere else in
the world, they will pay for us to catch that carbon
here. The idea is that there be a net zero in terns of
carbon em ssi ons.

CHAIR OGAN said that Alaska s trees already do that and asked if
Al aska is going to get noney all of a sudden by having them as
assets.

REPRESENTATI VE BERKOWN TZ replied yes, if Alaska actively engages
in reforestation. Sone trees are better at collecting carbon
than others and soil inventories are critical. Capturing carbon
and injecting it deep into the ground is another way of taking
advantage of the process. This is an energing industry with a
| ot of new technol ogi es.

SENATOR THOMAS WAGONER said that one of his constituents was
actively reforesting spruce bark beetle kill areas on the Kena
Peni nsul a, but told him that President Bush had cut the funding
for the program He hoped that maybe carbon credits could help
replace the funding for reforestation there.

CHAIR OGAN said he still was confused and asked if U S
t axpayers were going to pay the bill

REPRESENTATI VE BERKON TZ replied that Tim King, Director, Carbon
Technol ogy Transfer Center in Wshington State, was better
qualified to answer that.

MR TIM KING Director, Carbon Technology Transfer Center,
Washington State, said he had been with the United States
Department of Agriculture for the past 26 years and his |ast
position was running a carbon technology transfer center in the
western United States. He nmaintains that office and has assisted
Hawai i, Al aska, Canada, to nane a few, in putting together
carbon sequestration prograns. He has hel ped power conpanies
that are building new electrical generation plants and [as part
of their permtting process] to find ways of offsetting
increased emssions of carbon dioxide wthout physi cal |y
installing equipnment. Ten years ago, power conpanies would pay
about $2 per ton for reforestation projects and get carbon
credits for the trees that would otherwi se not be planted. He
said further:
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W' ve continued on wth that and |ooked at forest
managenent, thinning, keeping healthy forests, doing
fuel load reduction projects, energy projects, turning
excess residue or biomass fromthe forest into energy.
All those create various types of carbon credits -
sone - where you sequester the carbon start in the
trees or in the soils, some - where you prevent the
rel ease of carbon by protecting the forest against the
forest fire or using that material to create renewable
energy sources that offset em ssions from using fossi

fuels. So, that there’s a whole group of carbon credit
interest out there. Currently the rest of the world is
dealing with carbon credits. Therefore, BP Anoco,

Shell, Texaco, Exxon [indisc.] the oil conpanies who
are international in nature have carbon credit
divisions within each one of their conmpanies - they

are out | ooking and dealing in carbon credits already.
Here in the U S where we haven't taken an official

policy, it’s kind of a hit and mss market — since we
don’'t have actual legislation that puts any nandates
toit.

CHAIR OGAN asked if anyone was paying anyone any noney to do
this.

MR. KING replied that Washington State received $500,000 for
| andowners to replant trees for $100 to $200 an acre. Seattle
Cty Light wants to purchase carbon offsets and the O egon
Climate Trust was established by the legislature to purchase
carbon offsets for new fossil fuel electric production plants
and relicensing of old ones. Mchael Walsh and Ri chard Sandor
with the Chicago Board of Trade created the Chicago Cinate
Exchange which exchanges and markets carbon credits. 1t has
partners such as BP Amco, a lot of the maor electrical
conpanies and Ford. Sydney, London and Tokyo have carbon
mar kets. Carbon credits in Europe exchange for around $3 - $4
per credit. Credits traded through the Chicago Board, which no
one is verifying, registering or followng up on are going for
about 95 cents per ton.

SENATOR WAGONER asked if wetlands could be filled in under this

program by reclaimng and reestablishing an equal nunber of
acres of wetl and sonewhere el se.
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MR KING replied that is
Montana has a program like
that went through wetl ands.

SENATOR WAGONER asked how t he nunber

MR. KI NG replied:

A credit

right;
t hat

is one ton of CO,. So,
of CO, or sequester a ton of CO, the Kena

it's
for

a mtigation program
its highway construction

of credits is established.

whet her you emt a ton

Peni nsula is

basically white spruce and in that area, probably wth
the rainfall and the types of forest, you probably
sequester one ton of carbon per acre per year, but
that goes on for the life of the tree. As long as it’s
bei ng managed, it continues to sequester that one ton
over and over again.

CHAI R OGAN qui pped, “Maybe this program would get us to cut down

dead trees and get us to plant |live ones.”

MR. KI NG r esponded:
That’s exactly what it would do...The opportunity is
that the dead trees are going to catch fire and burn.
There’s probably 100 to 200 tons per acre of dead wood
material there. If it burns up, all that CO, goes into
the air. If you could utilize that - use any of the
wood - turn it into buildings, house |ogs, whatever,
or turn it into energy - and that’'s one of the big
projects we’'re working on — is to gasify cellul ous and
wood waste and turn it into natural gas or other bio-
fuel s and bio-chem cals. That would be a carbon credit
for utilizing that material; there would be a carbon
credit for it not going up and being burned, there
woul d be a carbon credit for replanting the ground and
getting it back into trees.

4:37 p.m

SENATOR RALPH SEEKINS asked if Alaska would be rewarded for

creating new nethods of
sel |

carbon sequestration or
carbon sequestration based on the current

we be able to
carbon exchange

t hrough photosynthesis the state has now.

MR. KI NG replied:
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If you ve got hundreds of mllions of acres of
stagnated overstocked trees; if you go in there and
thin those out and do [indisc.] reduction and get them
back to healthy and productive, that's where you get
your credits. It’s change from a current condition to
managenent. So, it basically encourages the nanagenent
of a healthy sustainable forest.

REPRESENTATI VE BERKOW TZ added that the northern villages m ght
be weaned off of power cost equalization by converting from
di esel based energy generation to using sonme of the |ocal woods
for energy. That would allow Alaska to sell nore carbon credits
and put sone people to work along with active reforestation. He
explained a credit is gained for shifting from diesel-based
energy to wood based energy and if the newy replanted forest
absorbs nore carbon than the old forest, even nore credits are
gai ned.

SENATOR SEEKINS asked if a debit is incurred anywhere in the
process due to harvest.

MR. KING explained that a debit could happen depending on the
type of forest managenent that is undertaken. If, for instance,
the forest nanagenment is extractive, there could be a deficit.
He believed that the idea of carbon credits would pronote better
forest managenent, but it wouldn’t preclude a person from clear
cutting and putting in a parking |ot.

At this point in tinme, nobody has been assessed a fine
for losing [agriculture] or forest-based carbon, but |
see that could be in the future.

SENATOR SEEKINS followed up by asking how many new trees he
woul d have to plant to come up with $450 ml1lion.

MR KING estimated that 200 tons of new carbons could be
sequestered on one acre of replanted trees at $800 per acre
using $4 per ton over a 20-year life span.

REPRESENTATI VE BERKOW TZ added that it all depends on the price
of the carbon credit. If the credit goes to $40 per ton, |ess
acreage would be needed. “It’s a potential resource that Al aska
has and the nore we know about it, the better able we are to
make good quality decisions.”

SENATOR SEEKI NS asked if Al aska signs up for the program would
the conm tnent be continuing or binding.
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REPRESENTATI VE BERKOW TZ replied, “Wth this bill, there are no
commtnments that the state will take any action.”

SENATOR ELTON asked if grant funds are available for research on
carbon sequestration.

MR. KING replied that the State of Washington is doing a study
on the potential of this industry and it received $3.5 nillion

from the Departnent of Energy and several oil and energy
conpanies to assess the potential in the state. Wshington,
Oregon, California, Arizona and Alaska jointly received $1.6
mllion to do a cursory review of carbon sequestration, specific

to state owned | ands.

REPRESENTATIVE BERKOWTZ said he has an anendnent t hat
conditions an action from the Departnment of Natural Resources or
the Departnent of Environnental Conservation upon the receipt of
a grant either from the federal governnent or from private
sour ces.

CHAIR OGAN said he wanted to hold the bill over before any
anmendnents were di scussed.

SENATOR SEEKI NS said he wouldn’t object to saying that Alaska is
| ooking into the market in the findings section, but he felt
uneasy adopting findings that he didn't know were based on any
scientific basis.

SENATOR ELTON said he was surprised that HB 196 went through the
other body wthout a fiscal note and that the ones this
commttee received cane in late. He wanted to know why one of
the fiscal notes indicated that one department’s personnel costs
would be twice as much as the other and why only general fund
dollars were identified.

MR CHRIS MAISCH D vision of Forestry, Departnment of Natural
Resources (DNR), said Senator Elton was referring to a fiscal
note from the Departnent of Environnmental Conservation (DEC)
that he hadn’t seen. The fiscal note from DNR indicated that
i npl ementation of the bill before them would cost $91,600 for
the first year and $82,600 for the second year to fully conplete
the study as charged. There are potential federal funds and
private sources of funds avail abl e.

CHAIR OGAN asked M. Maisch to investigate what pools of noney
woul d be avail able and report back to the commttee.

SENATE RES COW TTEE -15- February 2, 2004



SENATOR WAGONER asked M. WMaisch if he had heard that President
Bush had not funded reforestati on on the Kenai Peninsul a.

MR. MAISCH replied that he would have to defer that answer to
the state forester but, as far as he knew, the Kenai
reforestation programwas still being funded at past |evels.

CHAI R OGAN asked if he agreed with the prem se that Al aska could
get private sector noney for credits to do a better job of
managing its forests. He also asked if mature slowgrowing old
gromh trees do not sequester as nuch carbon as vigorous young
gr owt h.

MR MAl SCH answered that is correct.

CHAIR OGAN asked if logging off sone old growh tinber in
Sout heast Al aska would be good for the environment - as far as
carbon sequestration goes.

MR MAISCH replied that the total balance would have to be
eval uated. Large trees sequester a |lot of carbon in solid wood.
So, part of the equation would be how that wood is utilized and
actively growing young stands of trees sequester carbon at a
much faster rate than old growth trees.

SENATOR FRED DYSON asked how he envisioned using the oceans to
sequester carbon in the future.

MVR. MAI SCH replied t hat he hadn’ t i nvesti gated what
opportunities lay in that arena. H's focus was on terrestrial
applications of carbon sequestration.

SENATOR ELTON asked if he felt this was a project the state
shoul d do assumi ng funding was in place.

MR. MAISCH replied that he only wanted to express the technica
aspects of the project, but not support it one way or the other.

SENATOR WAGONER asked if Al askans who are generating carbon now
coul d sonehow participate in sequestration.

MR. KING responded that in Washington the people who wanted to
see the project nove forward put up $.5 nmillion to assess 5, 000
acres. Soneone wanting to purchase carbon credits woul d probably
be interested in funding work in Al aska.
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SENATOR WAGONER asked who exactly was participating in that
program

MR. KING replied, just to show that carbon sequestration could
be done anywhere, he had |andowers from every category
participating. Funding canme from the Pacific Corporation, a
congl onerate of power producers and distributors headquartered
in Portland, Oregon, and Tenaska in Oraha, Nebraska.

VR, MAI SCH added that about four years ago the Alaska
Ref orestati on Council published a report entitled Reforestation
Needs and Opportunities for Carbon Sequestration in Al aska and
at that tinme, the Anmerican Electric Power Conpany (AEPC)
proposed to plant 1,000 acres of spruce beetle kill land on the
Kenai Peninsula. Planting the 1,000 acres was estimated to cost
$1.70 per ton ($450 per acre including $100 per acre in
certification costs for the credit).

SENATOR WAGONER asked if credits cane from their power
generation plant.

MR MAISCH replied that AEPC wanted to offset the carbons
produced by its power generation plant by planting the trees.

MR. KING rem nded the conmttee that carbon sequestration is a
gl obal concept. A power generation plant in Japan or China could
get offset credits in Al aska. “If Al aska has nore opportunities,
then people will come to you from anywhere to utilize those
opportunities.”

SENATOR DYSON suggested that Representative Berkow tz consider
del eting “greenhouse” and insert “atnospheric gases” on page 1,
line 6. He also suggested adding a section that would address
the use of oceans for carbon sequestration to the findings in
section 2.

REPRESENTATI VE BERKOW TZ responded that he would actually mnake
both those changes. He also urged swift action because the
carbon sequestration market could becone saturated soon. “If we
wait until too |ate, our opportunities will dimnish.”

SENATOR SEEKINS noticed a press release dated July 1, 2001 from
Presi dent Bush saying that NASA would invest over $120 mllion
in the next three years in research on the natural carbon cycle
and asked if a report on that investnent had ever been
publ i shed. He was concerned about being drawn into the
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“predicting dire consequences” argunment rather than sticking to
the market side of the equation.

REPRESENTATI VE BERKOW TZ replied that a recent article in the
[indisc.] by the Secretary of Energy tal ked about how the United
States is leading the way in developing carbon sequestration
technologies. It’s an on-going effort.

CHAI R OGAN t hanked everyone for their testinony and held HB 196.
There being no further business to cone before the comnmttee, he
adj ourned the neeting at 5:04 p. m

#

SENATE RES COW TTEE - 18- February 2, 2004



