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CHAI R JOHN COWDERY cal led the Senate Special Conmittee on Wrld
Trade and State/ Federal Relations neeting to order at 4:14 p.m
Senators Therriault, Guess, A son and Chair Cowdery were present
at the call to order. Senator Taylor arrived shortly thereafter.
Chair Cowdery announced that Senator Seekins was excused from a
call of the Senate. He infornmed nenbers that M. Priscilla Whl
and M. Mead Treadwel|l would be presenting to the commttee.

M5. PRI SCILLA WOHL, Executive Director of the Northern Forum
expl ained that the Northern Forumis an association of state and
regi onal governnments around the North. The State of Al aska has
been a nenber of the forum since it was founded in 1991. The
forum is presently conprised of 29 nenber regions; four are

inactive and may | ose nenbership in April. The other nenbers are
active, and nmenbership is growing. The forum anticipates adding
four new nenbers from Northern Canada in April and it has
|l etters of interest from mnisters or premers from Northern
Quebec, Labrador, Northern Manitoba and Nunavut. Wth those
menbers, the forumw |l essentially be circunpolar with a strong

contingent from Russia, Northern Europe and Canada. The forumis
sustained by funding from each nenber region in the form of
dues. It has also received grants from the State of Al aska and
t he Hokkaido Prefecture in Japan. In the past few years, it has
actively pursued grants from a variety of institutions and
foundations to support the project work of the Northern Forum
Last year, U.S. Senator Stevens provided the forumw th $500, 000
for specific projects. The forum hopes to get additional funding
of that nature in the future.

[ CHAI R COADERY acknowl edged t he presence of Senator Tayl or.]

M5. WOHL told nenbers that Northern Forum projects fall under
four categories: sustainable developnent; the environnent;
society and culture; and governance. The forum al so recogni zes a
need to work on projects that focus on energency response.
Wthin the four program categories, the forum perforns a nunber
of different projects, based on the interests of the nenbership.
Projects are brought forward to the Board of Governors for their
approval and then proceed with the support of at l|east three
menber regions. Many of the projects are supported by a mpjority
of the nenber region; Al aska has been a key participant in a
nunber of the projects that have gone forward. During the |ast
several years, the forum has grown in influence and activities.
It is recognized as an observer of the United Nations, as a
menber of the Commttee of NGOs within the United States, and
the forum has submtted for ECOSOC [ Econom ¢ and Soci al Council]
observer status at the United Nations. The Northern Forum is

SENATE WIR COW TTEE - 2- March 10, 2003



very active in the Arctic Council, made up of the eight Arctic
nations that are working cooperatively on a variety of issues.
The forum is a founding nmenber and a nenber of the steering
commttee of the Network of Regional Governnents for Sustainable
Devel opnent that was recently formed out of the world summit on
sust ai nabl e devel opnent i n Johannesburg.

M5. WOHL said over the last two years, the Northern Forum has
expanded the Northern Forum s operations to include 20 business
nmenbers. The governors recogni zed that governnment, on its own,
cannot | egislate econom c devel opnment, environnmental protection,
society and culture. These projects can only be acconplished in
partnership with other institutions. The business nenbers are
from Al aska, the Lower 48 states, Russia and Finland. These
busi ness partners are finding that with the cooperation of the
Northern Forum they suddenly have an open door to business
rel ati onshi ps around the world. A nunber of them have been very
successful in using the Northern Forum as a tool to achieve
solid business deals. For exanple, a snmall manufacturing conpany
from Finland was able to secure $3 nmillion in funding to provide
meat manufacturing equi pnent to sheep herders in Northern China.
Anot her business has secured a $10 nmillion road project in
Chi na. Businesses are successfully using the Northern Forum as a
tool to open doors to neet with representatives who are in a
position to approve or sanction devel opnent projects.

CHAI R CONDERY told nenbers that he attended the Northern Forum
neeting in St. Petersburg, Russia. The concern at that neeting
was that the Pananma Canal only provides access to the East Coast
and that the |andowners on either side of the canal may raise
the tariff to such a point that it mght not be conpetitive to
get to the East Coast.

M5. WOHL told nenbers that M. Treadwell would speak about
circunpolar infrastructure. The Northern Forum has been very
interested in East-Wst transportation, both an air and a polar
sea route, for a nunber of vyears now, but the circunpolar
infrastructure task force is focusing quite a bit of attention
on it.

CHAI R CONDERY pointed out that the Finnish have devel oped the
nost advanced icebreakers that can travel through ice nine feet
thick at fourteen knots. He was told it is simlar to a bottom
plow in that it folds the top layer of ice underneath the | ower
| evel, causing ridges. The l|ower layer has greater flotation
val ue and hel ps to break the ice up.

SENATE WIR COW TTEE - 3- March 10, 2003



M5. WOHL told nenbers her nessage is that the Northern Forumis
an organi zation that the State of Al aska helped to find that can
be used to the state's benefit, as nany other regions use it.
She likened it to a nenbership in a health club: one can pay to
join but if it isn't used, no benefits wll be derived. She
noted the forum has produced concrete results for the nenbers
who use it. The Sakha Republic has a nunber of ongoi ng projects,
one being the transfer of reindeer husbandry technology from
Northern Finland to the Sakha Republic to benefit small rural
communities that have no other way of supporting their
i ndustries. A nunber of the regions are using the Forum to
encourage Northern tourism activities. The State of Alaska has
been successful in using it in the past to open up lines of
communication and to encourage econom c devel opnent and
rel ati onships between Al aska, Sakhalin and the Yukon. She
believes many of these relationships can be expanded using the
forumas a tool

CHAI R CONDERY noted the Northern Forum office is now located in
the bottom floor of the Anchorage Legislative Information
O fice.

M5. WOHL told nenbers the forum has four pernmanent staff and two
interns, as well as representatives from tw nenber regions who
work in the office. The forum also has contract staff to do
accounting and website work. In addition, the Northern Forum has
two offices in Russia, one in Yakutsk, one in St. Petersburg,
and an office in Northern Lapl and.

CHAIR COWERY inforned nenbers that he has talked to M.
Treadwel |, Ms. Whl and staff at the World Trade Center and the
Depart nent of Community and Economi ¢ Devel opnment about
coordinating staff and costs.

M5. WOHL said the Northern Forum has a nulti-lingual staff and
said she would be glad to do that. Her staff is experienced in
working with delegations and with translation. She then provided
an annual report for legislators, which contains the forunis
activities in 2002 and a financial report, as well as an agenda
for the upcom ng general assenbly at which the Prine Mnister of
Russia will be the keynote speaker. The Northern Forum has net
with the foreign mnister of Russia twice and has a very good
relationship with him She said that many of the forums
governors are in the Russian Senate or federal council and they
continue to focus nuch of the Russian governnment's attention on
working with other northern regions to solve problens. They have
requested information from the State of Alaska on how it is
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addressing rural I ssues, such as sanitation, energy and
telenedicine. She also distributed an activities report to
commttee nenbers that contains information about Northern Forum
activities during the last two nonths and upcom ng neetings. She
then offered to answer questions.

CHAI R CONDERY asked the cost of Northern Forum nenbership fees.

M5. WOHL said the cost is $10,000 per year for all nenbers
except those regions with a population of 100,000 or |ess pay
$5, 000.

SENATOR OLSON referred to the negative balance on the Northern
Forum s incone statenent and asked if the Northern Forumis in
danger of being cut.

M5. WOHL said she does not think so at this tinme. The profit and
loss in the annual report is from the prior fiscal year. This
year's fiscal statement wll represent a significant change
because of project income and the grant from the federal
governnment. In addition, the forum has far nore business nenbers
who are contributing materially and in-kind. She said the
forums fiscal year is the same as the State of Alaska's. This
year's fiscal report should show a far different situation. She
enphasi zed that she has taken the fiscal situation, activities,
and nenbership very seriously. If an organization continues to
function wth deficits and a nenbership that does not
participate actively, there is no reason to exist. She noted
that many forum nenbers are very active and are bringing
projects forward. The Sakha Republic has contributed about
$150, 000 to support activities; Lapland is contributing close to
$100, 000; and St. Petersburg is contributing about $75,000. She
pointed out that about 80 percent of the nenbership dues is
spent in Alaska on salaries, rent and other services.

SENATOR OLSON asked how much federal noney the forum gets.

M5. WOHL said the forum has received $500,000 this fiscal year
It anticipates $250, 000 to $500,000 this next fiscal year.

SENATOR OLSON asked whi ch nenbers are delinquent in paying dues.

M5. WOHL said delinquent nenbers are the regions of Evenk,
Nenet s, Kanthatka, Magadan in Russia and Dornod, Mbngoli a.

CHAI R CONDERY asked if Sakhalin Island is a nmenber.
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M5. WOHL said it is a current menber.

SENATOR THERRI AULT asked if anything in particul ar happened | ast
year to cause the deficit.

M5. WOHL said the primary area of deficit is the result of
menbers not paying their dues. The forum budgets for a certain
| evel of activity so when nenbers do not pay their dues or pay
|l ate, the result is deficit spending.

SENATOR THERRI AULT asked if any particular events caused an
i ncrease in spending.

M5. WOHL said the deficit was the result of regular, ongoing
expenses.

SENATOR THERRI AULT asked M. Whl what transpired at the
managenent team neeti ng.

M5. WOHL expl ai ned that the managenent team is nade up of senior
staff who represent the executive commttee (the chairman and
four vice chairs). The nanagenent team net two weeks ago in St
Petersburg to finalize the agenda for the general assenbly and
it reviewed a slate of new projects that have been proposed. The
board of directors will review those projects in April at the
general assenbly and nove sonme of them forward. Five projects
were not approved because they were too focused on a single
region or did not have adequate funding.

SENATOR OLSON asked why Greenland is not an active participant.

M5. WOHL said Geenland is not an active participant for a
nunber of reasons. Geenland is a hone rule protectorate of
Denmark and Denmark is represented in the Arctic Council. In
addition, Geenland has a very small, poor population. To date,
G eenland has felt it is not wwthin her nmeans to be a nenber of
two organi zations focused on northern issues. She noted she is
trying to resolve their issues through partnership with the
I ndi genous Peopl e's Secretariat of the Arctic Council.

SENATOR OLSON asked why Fitzburgen (ph) is not a nenber while
the other part of Norway is.

M5. WOHL said the Northern part of Norway has notified the forum

that its nenbership is no longer active but it has not been
taken off of the map yet. That area is simlar to Geenland in
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that it is participating in international cooperation through
the Arctic Council.

SENATOR OLSON asked what the relationship of the eight nations
in the Arctic Council is to the Northern Forum

M5. WOHL expl ained that the Northern Forum is an association of
regi onal governnents, state governnents, and it is an observer
wWithin the Arctic Council. The forum does not have a seat at the
table but is allowed to participate in projects and provide
input into the council's actions. She noted that during the |ast
two years, while Finland had the chair, the Northern Forum was
given quite a bit of leeway in addressing the council. The
Northern Forum has acted in a consultative status that it would
| i ke to enhance and continue. The governors feel it is inportant
that the regional governnents should have a strong voice in
northern issues, rather than Washington, D.C., Stockholm Moscow
or Hel sinki .

CHAI R CONDERY asked Ms. Whl to keep the commttee infornmed of
forumactivities.

M5. WOHL agreed to do so and offered to forward future activity
reports to nenbers, which is updated every two nonths.

CHAI R CONDERY asked Ms. Whl to share with the commttee the
nanes of her international contacts.

M5. WOHL agreed to do so.

CHAIR COWDERY thanked Ms. Whl and asked M. Treadwell to
present to the commttee.

MR. MEAD TREADWELL, managing director of the Institute of the
North at Alaska Pacific University and a comm ssioner on the
U S. Arctic Research Comm ssion, introduced Mary Jane Fate, who
was appointed by President Bush to sit on the US. Arctic
Research Commission. He infornmed nenbers the US. Arctic
Research Comm ssion advises the President and Congress on U S
arctic research priorities, on which the U S. spends about $250

mllion per year. He also introduced Dr. John Tichotsky, a
senior fellow at the Institute of the North, who wll be
testifying before a conpanion commttee about a visit from the
Russian duma, who will be comng to Alaska in April. He also

extended best w shes from Governor Hickel, the founder of the
Institute of the North and Secretary General of the Northern
Forum
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In response to Senator O son's question about the difference
bet ween the Northern Forum and the Arctic Council, MR TREADVWELL
said the Northern Forum was forned first when Wally Hickel
served as governor. The eight nations nmet on environnmental
issues. The [State of Alaska] urged the federal governnent to
support regional governnents and the attenpts of the people who
live in those areas to solve specific problens. As the federa
governnment noved forward with the Arctic Council at the request
of Canada, the [State of Al aska] pushed for additional support
for region-to-regi on cooperation.

MR. TREADWELL said he would focus his presentation on the
Crcunpolar Infrastructure Task Force (CITF), which is the
result of two things: a disaster and a dinner bet. The disaster
occurred about four years ago when the people of the Sakha
Republic were starving and freezing because regular shipnments of
fuel and food had not arrived. An ad hoc group of people working
on international Arctic issues suggested establishing an
international effort to look at transportation to the State
Department. The dinner bet occurred when he was sitting next to
the British observer at an Arctic Council neeting. He said to
the British observer that it would be great if the eight nations
woul d deal with something to inprove the econony. The British
observer bet him a steak dinner that there was no way to
convince the eight Arctic nations to work on econonmic issues. He
bel i eves he won the bet.

MR. TREADVELL said the CITF is a project of both the Northern
Forum and the Arctic Council. It was created in Septenber of
2000 to identify opportunities for international cooperation to
advance circunpolar infrastructure, aviation, maritinme, |land and
t el econmuni cation |inkages. The secretariat of the CITF is at
the Institute of the North, which is part of Alaska Pacific
University, and is supported financially by the U S. Departnent
of Transportation, the Northern Forum and the US. Arctic
Research Commi ssion. He noted when he becane a comm ssioner, he
asked the U S. Arctic Research Comm ssion to cut off its funding
so that there would be no conflict. The CTF is working on
aviation, infrastructure, telecom and nmarine links. It picked
up people from Northern Forum regions. The Institute of the
North recently did a study for the CITF on how Arctic regions
connect with each other. Right now it is inpossible to get to
Greenland from North Anerica on scheduled air service. That
service ceased about one and one-half years ago. Last year, at
the time of the Alaska Air Carriers' |arge convention, the C TF
held a neeting of aviation experts from around the Arctic and
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| ooked at a set of recommendations. One of those recomendati ons
was the possibility of using mail to strengthen Iinks between
nations in the Arctic. The CTF found from the U S. Postal
Service that the anmpunt of mail going into Russia from the
western United States is substantial enough to contribute to
full time air links between Al aska and the Russian Far East.

The CITF al so designed an outline for a feasibility study on air
routes and has been talking with the US.  Departnent of
Transportation about supporting that study. About four or five
airlines in Al aska have shown a strong interest in establishing
East-West air links, as well as a nunber of airlines around the
wor | d.

CHAIR COADERY interrupted to say that Alaska Airlines is
starting flight service to Adak once per week. He noted that to
get to Sakhalin now, one has to travel to Korea first.

MR. TREADWELL acknowl edged that the current route is quite
roundabout. He said that a nenber of the Alaska Air Goup Board
of Directors was present at the neeting.

M5. MARY JANE FATE told nenbers that Al aska Airlines has added a
route to Adak and that it has been very proactive about | ooking
at |inkage of conmunities.

MR. TREADVWELL said that ERA, Linden, Northern Air Cargo,
Evergreen and Alaska Airlines, as well as a nunber of smaller
charter airlines, have shown interest in this route. The CTF
nmnet with a Russian representative on the aviation issue about a
gateway to Sakhalin. One possibility is to neet up with Al aska
Airlines in Adak, another is to neet at Anahir. At this point,
the CITF is trying to stay out of the way of the private sector,
but to determ ne what the governnment can do to help the private
sector. So far, carriage of the mail would be a |arge enough
potential to the revenue stream so the CITF has been trying to
get the U S. Postal Service nore involved. The post office has
been very forthcomng and the CITF has planned a neeting in
Moscow wi th Russian postal officials later in the year.

CHAIR COANDERY said he spoke wth representatives at Al aska
Airlines and Reeve Aleutian Airways who felt the CITF net a | ot
of uncertainty when it dealt with the Russian representatives.

MR. TREADWELL told the Chair that part of his presentation is

from a summary presentation the CITF nmade for the Russian-
Anerican Pacific partnership. That group just held a neeting of
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transportation experts in Anchorage. He will cover information
about how each of these entities that are conpeting in the world
mar ket for transportation, whether that be the Trans-Siberian
Railroad or the Northern Sea Route, are gradually comng to
mar ket standards. They have taken sone tine as the process is
difficult.

MR. TREADVWELL then discussed marine |inkages and the major new
opportunity of a northern sea route. He noted that while it is
possible to deliver goods to northern comunities in Europe by
i cebreaker, full commerce is not yet possible. He said that one
way to look at the situation is the Suez Canal collects revenues
of approxinmately $2 billion per year. The Suez Canal ships about
144 mllion tons of goods per year. About 75 percent of the
cargo is oil, primarily nmoving from the Persian @Qlf to the
Medi terranean. About 16 mllion tons of bulk cargo goes from
Europe to East Asia. Studies show that shipnments of 3 to 4
mllion tons per year wuld nmake the northern sea route
economcally feasible. That would require icebreaker capability
at the choke points.

He pointed out that Al aska should be concerned about that for
several reasons. First, in the basic issue of transportation
di stances, the savings in distances fromthe northern sea routes
versus the Suez Canal is large. For exanple, the savings from
Vancouver to Hanburg is 9,000 mles. The second issue is that
climate change studies are showi ng that the volunme of Arctic sea
ice is getting thinner and is shrinking in the Arctic Ccean. He
noted the executive director of the US.  Arctic Research
Comm ssion reported the following five points to a U 'S Navy
synposi um

 Wthin five years, the non-ice strengthened vessels wll be
able to traverse the northern sea route for at |east two
nont hs each sunmer

e Wthin five years, the Northwest Passage nay be open for at
| east one nonth each sumer

e By 2015, both routes may remain ice-free for four to six
nont hs per year.

CHAIR COMDERY noted that he has heard that people who are
traveling around the world on their yachts are |ooking forward
to traveling through that passage. He added that he was told by
the "Finns" when he visited St. Petersburg that freighters could
travel through the passage w thout too nuch arnor as |ong as one
went through every few hours.
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MR. TREADWELL said the sovereignty issues in the Arctic have
al ways been interesting. The United States believes that both
the northern sea route and the Northeast Passage are
international waters and open to innocent passage by all
vessel s. The Russians and Canadi ans consider those routes to be
internal waters and use a nunber of environnental protection
argunents to support that position. E ther way, the issue of
sovereignty is one to be considered. Sovereignty issues are
likely to cone forward because of the Law of the Sea Treaty.
Some nations who have signed that treaty are exercising their
rights to nmake a claimfor territory outside the 200-mle limts
on the ocean bottom and discussed sone of the problens those
claimse mght present to the United States. NEMA now requires
notices to mariners in the Arctic Ccean that the |ocation of all
buoys nmust be reported. The Departnent of Defense is expanding
its studies of what it will do in an ice-free Arctic. This nonth
the Navy will begin a two-nonth ice canp to test submarines and
expand science in the Arctic. In addition, the residents of the
Arctic have raised concerns when the icebreaker Healy headed
North |ast year for the Shelf Basin interaction cruises. The
Arctic Eskinm Waling Commi ssion asked that they be stopped
because of a lack of consultation. The Coast Guard was not about
to cede the sovereignty of the United States but a conprom se
was worked out whereby the icebreaker sailed west of the
international dateline reducing the noise that mght inpact
whal i ng.

TAPE 03-1, SIDE B

MR. TREADWELL said he brought the conmttee's attention to those
things because the Arctic is turning into a nmuch nore active
ocean. He pointed out the other political developnments are that
the U S. has been studying Russia's oil and the CITF project was
recently appropriated $500,000 that it will probably share wth
t he Northern Forum

MR. TREADVELL said one reason the U S. governnent is doing a
maj or Russian-Arctic oil study is because the U S. Geol ogical
Survey (USGS) did an estimate on the locations of the

undi scovered oil in the world. The second l|largest area (after
the Mddle East) is the former Soviet Union where about 18
percent of the expected undi scovered oil is located. The Russian

Arctic share of oil and natural gas is about 20 percent. East
Greenland is also expected to have large oil reserves. He noted
the Russians have created a user group for the northern sea
route called Arctic Trans. He then pointed out that the
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contai ner volunme of the Trans-Siberian Railroad is grow ng; npst
of the increase is from Korea, which is trying to link the
railroad from South Korea to Europe. The transit tine on the
railroad is nost crowded during the nonths when the northern sea
route i s open.

SENATOR OLSON asked if that is because there is nore traffic in
general .

MR. TREADWELL said that is probably correct. He said if one is
| ooki ng at bringing goods out of the Russian North or supplying
that area, nost of the activity happens where the river neets
the rail and when the rivers are ice-free.

SENATOR OLSON asked if the Trans-Siberian Railroad sees the
northern sea route as a threat.

MR. TREADVWELL said if one |ooks at the distance nmap, the Trans-
Si berian Railroad has the edge on containers. The northern sea
route is likely to get the edge on bulk and liquid cargo. He
then went on to say that Dr. Tichotsky, a Canbridge-trained
econom st, has |looked at the bond ratings for many Russian
regions and has hel ped to focus CI TF studies on what needs to be
done to squeeze out the financial risk for investors. Russia is
very interested in seeking outside support in that area. He then
di scussed the elenents essential to northern sea route
cooperation, which could take five years to plan and devel op and
anot her five years to neet.

MR. TREADVWELL said the benefits to Alaska are the possibility of
transshi pnents in Adak and Dutch Harbor; the issue of bringing
deep draft vessels higher into the Arctic thereby lowering the
price of freight; and the possibility of nmaking Al aska's
resources nore conpetitive on the world market. He concl uded by
saying the CTF project has also been doing work on
t el econmuni cations. The CITF believes that cooperative efforts
between northern regions could bring broadband to the parts of
Al aska that do not currently have it. Tel enedicine and distance
| earning are potential export comobdities. Alaska institutions
currently export health services to the Russian Far East. He
noted that for nost of the last century the Arctic was
i naccessi ble because of politics, not physics. However, he
expects we will gradually see a nmuch nore accessible Arctic from
an international standpoint.

CHAI R CONDERY said he is very intrigued with the Northern route.
He asked M. Treadwell if he could coment on the Finnish
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opinion that if comrerce was interested, the northern sea route
coul d be kept open and that icebreakers would only be needed for
a shift in the ice.

MR. TREADVELL said one thing to watch is the condition of the
U S icebreaker fleet. The Healy, which was conm ssioned two
years ago, has already done significant geological studies in
the Arctic. He then said the Panana Canal is considering a $5 to

$8 billion expansion to accomobdate |arger ships. In conparison,
the capital and operations necessary to nake the northern sea
route a comercial route would cost |ess than $1 billion.

SENATOR TAYLOR noted the US. ran a significant volune of
freight through that area during Wrld War 1 but nost of the
i nformati on about those progranms was classified until 1995.

CHAI R CONDERY t hanked M. Treadwel |l and adjourned the neeting at
5:15 p.m
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