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SENATE BI LL NO. 113
"An Act relating to entry into and managenent of Gulf of Al aska
groundfish fisheries."

MOVED SB 113 OUT OF COW TTEE

CONFI RVATI ON HEARI NGS:
Conmi ssi oners Sel ect:
- Depar t ment of Envi r onnent al Conservation (DEC) -  Kurt
Fredri kkson, Acting Conm ssioner of DEC
-Al aska Departnent of Fish and Gane (ADF&GS - MKie Canpbell,
Acting Comm ssi oner

CONFI RVATI ONS ADVANCED

HOUSE Bl LL NO. 256
"An Act namng the Ruth Burnett Sport Fish Hatchery in
Fai r banks. "

MOVED HB 256 OUT OF COWM TTEE

Al aska Natural Gas Devel opnent Authority (ANGDA) presentation by
Harol d Hei nze

HOUSE JO NT RESOLUTI ON NO. 9 am
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Uging the United States Congress to honor the process and
judgnment of the federal courts in the case of the Exxon Val dez
di saster and to refrain from enacting legislation that would
affect the outconme of the courts' resolution of the case.

MOVED HIR 9 am QUT OF COW TTEE

PREVI QUS COW TTEE ACTI ON
BILL: SB 113

SHORT TITLE: GULF OF ALASKA GROUNDFI SH FI SHERY
SPONSOR(s): SENATOR(s) STEVENS B BY REQUEST

02/ 23/ 05 (S) READ THE FI RST TI ME - REFERRALS
02/ 23/ 05 (S) RES, FIN

03/ 09/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205
03/ 09/ 05 (S) Heard & Held

03/ 09/ 05 (S) M NUTE( RES)

03/ 16/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205
03/ 16/ 05 (S Schedul ed But Not Heard

03/ 23/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205
03/ 23/ 05 (S -- Meeting Cancel ed --

04/ 01/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205
04/ 01/ 05 (S -- Meeting Cancel ed --

04/ 18/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205
04/ 18/ 05 (S) Heard & Held

04/ 18/ 05 (S) M NUTE( RES)

04/ 23/ 05 (S) RES AT 10: 00 AM BUTROVI CH 205
04/ 23/ 05 (S Work Session to take <Public Testinony>
04/ 25/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205

BILL: HB 256
SHORT TITLE: RUTH BURNETT SPORT FI SH HATCHERY
SPONSOR('s): REPRESENTATI VE(s) RAMRAS

04/ 06/ 05 (H READ THE FI RST TI ME - REFERRALS
04/ 06/ 05 (H FSH, RES

04/ 11/ 05 (H FSH RPT 4DP

04/ 11/ 05 (H DP: HARRI'S, WLSON, ELKINS, THOVAS
04/ 11/ 05 (H FSH AT 8:30 AM CAPI TOL 124

04/ 11/ 05 (H Moved Qut of Conmittee

04/ 11/ 05 (H M NUTE( FSH)

04/ 11/ 05 (H) RES AT 1: 00 PM CAPI TOL 124

04/ 11/ 05 (H Moved Qut of Conmittee

04/ 11/ 05 (H) M NUTE( RES)

04/ 12/ 05 (H) RES RPT 6DP 1NR

04/ 12/ 05 (H DP: GATTO, ELKINS, CRAWORD, SEATON,

RAMRAS, SAMUELS;
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04/ 12/ 05 (H) NR. OLSON

04/ 14/ 05 (H) TRANSM TTED TO (S)

04/ 14/ 05 (H VERSI ON:  HB 256

04/ 15/ 05 (S) READ THE FIRST TIME - REFERRALS
04/ 15/ 05 (S) RES

04/ 25/ 05 (S) RES AT 3:30 PM BUTROVI CH 205

BILL: HIR O
SHORT TITLE: URGE CONGRESS HONOR EXXON VALDEZ JUDGVENT
SPONSOR(s): REPRESENTATI VE(s) LEDOUX

02/ 14/ 05 (H READ THE FI RST TI ME - REFERRALS

02/ 14/ 05 (H RES, JUD

03/ 30/ 05 (H RES AT 1: 00 PM SENATE FI NANCE 532

03/ 30/ 05 (H Moved Qut of Conmittee

03/ 30/ 05 (H M NUTE( RES)

04/ 01/ 05 (H) RES RPT 6DP

04/ 01/ 05 (H DP: OLSON, ELKINS, LEDQUX, CRAWORD,
RAVRAS, SAMUELS

04/ 11/ 05 (H) JUD AT 1: 00 PM CAPI TOL 120

04/ 11/ 05 (H Moved Qut of Conmittee

04/ 11/ 05 (H) M NUTE( JUD)

04/ 12/ 05 (H JUD RPT 4DP 3NR

04/ 12/ 05 (H DP: GRUENBERG ANDERSQN, COGHI LL, GARA

04/ 12/ 05 (H) NR: KOTT, DAHLSTROM MCGUI RE

04/ 19/ 05 (H TRANSM TTED TO (S)

04/ 19/ 05 (H VERSI ON: HIR 9 AM

04/ 20/ 05 (S READ THE FI RST Tl ME - REFERRALS

04/ 20/ 05 (S) RES, JUD

04/ 25/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205

W TNESS REG STER

KURT FREDRI KKSON

Conm ssi oner - Sel ect

Depart ment of Environnmental Conservation
410 W11 oughby

Juneau, AK 99801-1795

PGSI TI ON STATEMENT:  Confirmati on candi date.

MCKI E CAMPBELL

Comm ssi oner - Sel ect

Departnment of Fish & Gane

PO Box 25526

Juneau, AK 99802-5226

PCSI TI ON STATEMENT: Confirmati on candi dat e.
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REPRESENTATI VE RANVRAS

Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT: Sponsor of HB 256.

HAROLD HEI NZE, Executive Director

Al aska Natural Gas Devel opnent Authority (ANGDA)
Anchor age AK

POSI TI ON STATEMENT: Gave ANGDA presentati on.

SUZANNE HANCOCK

Staff to Representative LeDoux

Al aska State Capitol

Juneau, AK 99801-1182

PCOSI TI ON STATEMENT: Presented HIR 9 for the sponsor.

ACTI ON NARRATI VE
CHAIR THOVAS WAGONER called the Senate Resources Standing

Commttee neeting to order at 3:33:51 PM Present were Senators
Ben Stevens, Stedman, Seekins, Dyson, Elton and Chair \Wagoner.

SB 113- GULF OF ALASKA GROUNDFI SH FI SHERY

CHAI R WAGONER announced SB 113 to be up for consideration.

SENATOR SEEKINS rel ated that he had received a response briefing
on the constitutional questions he had asked for in the |ast
nmeeti ng.

3:36:18 PM

SENATOR BEN  STEVENS, sponsor, recapped that this bill
establishes a tool to help the Alaska Departnment of Fish and
Ganre (ADF&G) ADF&G to neet nanagenment goals and he appreciated
the latitude the chairman has given people to testify on it.

3:37:16 PM

SENATOR BEN STEVENS noved to pass SB 113 from conmttee wth
i ndi vi dual recommendations and attached fiscal note. There were
no objections and it was so ordered.

3:37:33 PM - 3:38 - At ease

3:38: 08 PM
SENATOR GUESS j oi ned the conmitt ee.
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3:39:47 PM
CHAIR WAGONER called the neeting back to order and said they
woul d next take up confirmation hearings.

CONFI RVATI ON HEARI NGS

DEPARTMENT OF ENVI RONVENTAL CONSERVATION (DEC) COWM SSI ONER-
SELECT:

KURT FREDRI KKSON, Comm ssioner-select for DEC, reviewed his
qgualifications, extensive environnmental schooling and training.
He said the DEC needs to reinforce its core progranms. The
departnment is entrusted by the Legislature to do two primry
things — to set environmental standards and enforce pollution
control. The other mpjor area is with sanitation and basically
protecting human health fromunsanitary practices.

MR. FREDRIKKSON noted a bill in the legislature for DEC to
assune NPDES prinmacy under the Clean Water Act. He said:
That’s a very inportant bill and it speaks to the very
core mssion of our departnent, which is to be
responsible for environnental protection and to

control pollution to our waters.

The reason he would like to be comm ssioner of DEC is because he
believes in environnental conservation and believes in the
peopl e who work in the departnent.

3:45: 11 PM
MR. FREDRI KKSON said he would like to nove forward in severa
areas — one is succession planning. The departnent’s average

tenure for its 470 enployees is a little over nine years.

W have a workforce that 1is graying. |I'm very
interested in seeing what we can do to not only bring
the people who are in the departnent up into the jobs

that will be vacated in the not-too-distant future by
old tiners, people who have long years tenure in the
departnment, but |I'm also interested in how we m ght

reach out to the university system..to see how we can
bring Alaska kids in through the university into the

departnment through internship progranms - nake sure
that the course work offered by the wuniversity is
rel evant for t he Depart ment of Envi ronnent a

Conservation and hopefully give the Al askan kids that
are going through the school system an opportunity to
get enployed wth the State of Alaska and the
Depart ment of Environnmental Conservati on.
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3:46: 10 PM

MR. FREDRI KKSON said he intends to reach out to the affected
parties and to the stakeholder public to see what nore the
departnment can do to educate them about what it is intending to
do before it’s a conpleted deal. “I want to bring themin at the
front end of the process and not wait until the tail end of the
process.”

3:48: 43 PM
SENATOR SEEKINS asked his opinion of the state taking primcy
for environmental regulations.

MR. FREDRI KKSON replied that the state has a constitutional
mandate to be in control of its own affairs and it nust be
responsible for its environnmental quality.

3:51: 02 PM

SENATOR DYSON said he heard concerns about DEC personnel
thwarting developnent and asked how he has persuaded this
adm nistration that he wll not inpede developnent of the
state’s natural resources.

MR. FREDRI KKSON r esponded:

| think nmy record speaks for itself. 1’ve served — in
fact for 12 years [and] |’ve been in a nunber of
exenpt positions. | think had | been too pro-
environnent, too anti-developnent or vice versa, |
think, | probably would have been weeded out a I|ong
time ago. Wiere | focus ny attention is on the |aw and
is on the elected governor. | serve at the pleasure of
the governor. | have a great deal of respect for state
gover nnment and how it operates and the state
constitution....

SENATOR DYSON asked how the departnent’s performance should be
measured in terns of state health concerns. The departnent’s
former conmm ssioner, Ernesta Ballard, said:

Ni ce theory won't work. Basically we need to grade our
performance based on how many of all those variables
you bring other managenent. |s that a fair synopsis of
t hat conversation?

3:55: 36 PM
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MR. FREDRIKKSON replied that he thought that was a fair
synopsis. He said performance neasures are critically inportant
to the departnent and:

| do think we need to strive to have better mneasures
that are reflective of real environnmental conditions,
real health conditions. So, | know we are working on
that and | know we are going to have discussions in
the future along those |ines.

3:56: 23 PM
SENATOR DYSON asked how he intends to streamline the process so
that it’s easier for developnent to go forward wth nore

certainty.

MR. FREDRIKKSON replied that he thought the key to resource
devel opnment in this state is to be aggressive about it in terns
of environnmental protection. The governor has put steps in place
to bring that about and not by cutting environnmental standards.

That’s not the answer. W believe the answer is to
nove forward aggressively on the environnental
protection standards. For exanple (National Poll utant
Di scharge Elimnation Systen) NPDES - it is taking
control over the process. It is getting down on the
site getting site-specific information that applies to
t he questions at hand...

3:58: 06 PM

CHAI R WAGNER asked about the proposed changes to the food codes
and what he is going to do to assure the people who participate
from the food industry that their concerns are addressed prior
to inplenenting those regul ati ons.

MR. FREDRI KKSON replied that he would denonstrate that he is
accountable and is taking their coments into consideration.

| think the end product wll denonstrate that.
Utimately the recourse to a concerned public is back
through the executive branch as well as through the
| egislative branch.... Trust is not just earned by
words; it’s earned by denonstration.... You will trust
me when | can denonstrate that | amtrustworthy. ..

He said that he would record the public record and put it in the
library so that everyone can have access to it.
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4:00: 55 PM
CHAIR WAGONER asked him if recent |legislation directs the
departnent to reduce its costs.

4:01: 06 PM
MR. FREDRI KKSON replied that the actual legislation directed the
departnment to train, test and certify food workers.

That’s what we’'re attenpting to do.... | expect the
regul ations we put out for public review will garner
that public review — that there will be coments out
there that wll cause us to change the regulations
that we public notice. | wll not rubber-stanp any
regul ation that cones to ne that is just the sane as
the public review draft.

4:02:10 PM

SENATOR SEEKI NS asked himto comment on the concept that planned
orderly growth and devel opnment of the State of Al aska consi stent
with the nodern principles of stewardship is what they should be
| ooking for. He always thought that stewardship nmeant w se use.

MR. FREDRI KKSON responded that the prinmary tool the departnent
uses to regulate is called a permt, not a prohibition, and it
must follow quality standards for air, food and water.

4:03: 20 PM

SENATOR SEEKINS said he sees part of the objectives of the
departnment to be elinmnating confusion as to what the process
is, so that soneone can cone in and have sonme kind of a
reachabl e objective wthout having to revisit it — that there is
a process that has an eventual exit.

That’ s probably one of the things that nobst concerns
people when they talk to me about the process of

permtting — that you can get to the point where a
permt is issued or denied and if it’s denied with a
pl ausible reason why.... How are we doing in the

departnent on that?

4:04: 37 PM
MR. FREDRI KKSON replied that the departnment has suffered from
that problem for many years - sonme projects don't know what's

required of them and the process is too burdensone. The
departnment has no easy-to-follow guidance on its website on
whether a permt is needed or not. “W need to correct that....
And | think we are making inroads into that.”
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4:05: 26 PM
He has been inpressed with the basic materials the departnent
now sends to people in sanitation guidance, for instance.

| think we need to work particularly on our permt
procedures, what is required to conply wth the

state’s environnental laws. W need to do nore to
reduce that burden and to nmake it a little nore user-
friendly....

4: 07: 48 PM

VR. FREDRI KKSON said it’s inportant to recognize that
environmental protection and resource nmanagenent don’'t have

clear divisional lines and his departnent works closely wth
ADF&G and DNR to try to not get in each other’s ways when
permtting projects. In many cases the DNR is the |ead

coordi nati ng agency that hel ps to avoid snafus.

4:08: 34 PM
SENATOR SEEKINS rnmoved to forward M. Fredrikkson's nane to the
full body for consideration. There were no objections and it was
so ordered.

4:08:59 PM - 4:10:54 PM - At ease

MCKI E CAMPBELL, Conmi ssioner-select for the Al aska Departnent of
Fish and Ganme (ADF&5, reviewed his resune' for the conmttee
He said he lived in Al aska for 26 years, has worked for both the
state and the legislature and has worked for hinself for the
| ast 10 years.

4:13: 23 PM
He said his job with ADF&G was the best job he has ever had and
the nunmber and conplexity of issues that he dealt with is the
soul of Alaska. He has not had one hint of boredom since he has
been back.

For nme when | think about the role of fish and
wildlife in Alaska, it is so nmuch nore inportant to us
by orders of nmagnitude than it is to the residents of
any other states that it just naturally follows to ne
we should have the very best fish and wldlife
managenent agency in the country. And | think there
was a tinme that we could say that. | also think that
there are parts of the departnent we could say that
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about now, but | also will say very frankly to you,

the departnment is a little beaten down right now — in
funding, in recruitment and a variety of issues. |
noticed with interest - Curt and | had not talked
about this - but when he talked about sonme of the

things he was doing it was interesting. One of the
things |I'’ve asked all directors to do is | want to see
recruitment efforts, | want to see career |adders and
| want to see succession plans. | was very interested
to hear him say that. Because what’s been sort of
startling to nme is how many folks are still there
[fron] when | was there before. The agency definitely
has great — we have a few very bright young people....
But we don’'t have near enough bright young people
comng up into the agency and that’s sonething we
absol utely have to change.

4:15: 45 PM

MR. CAMPBELL said he wanted to wrk wth the governor,
| egi sl ature and all constituencies. He noted one thing that has
changed is where funding cones from and a rmuch hi gher percentage
used to conme fromthe general fund. Now, other than the fish and

game fund, alnost all the departnment’s funding cones from
federal funds. “And that’s not an entirely healthy situation for
a departnment. | look forward to many a series of conversations

with you all about those.”

He said he sent an E-mail to every nenber of the departnent the
first day he was there asking them three questions — what things
are being done now that could be done better and how, are there
new initiatives and directions it should be taking and are there
things it should not be doing. He said the departnent is naking
course corrections although sonmewhat slowy.

4:18: 47 PM
MR. CAMPBELL concl uded:

Overall | believe in ny bones that fish and wildlife
are both the soul of Alaska and a major econonc
engine for Alaska and that run properly, fish and
gane, in effect, can be a profit center for the state
and enhance the use of those things that are nost
important to all of us.

4:18: 57 PM

SENATOR STEDVAN asked how he would respond to PERS and TRS
rehire issues “if the guillotine does fall.”
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MR. CAWMPBELL replied that he has given it a great deal of
t hought. The departnment has 37 enpl oyees under the retire rehire
category. He has |ooked at each of them individually and a few
stretched the intent of the law as it was originally drafted. He
has asked each director to have a list by the end of the next
week of each person detailing when they would | eave. He has not
advocated for extension of the use of any new retire rehire, but
has advocated fairly strongly for sonme tenporary continuation of
t hem

Qur issue — the way |’ve described this is — we have
bleeding within the departnment. The source of the
bl eeding, quite frankly, is the 30 percent greater
di fferenti al t hat t he f eder al gover nment pays
bi ol ogists than we can, but the retire rehire we’ ve
used as a tourniquet. |I'mvery aware that the reliance
on the use of a tourniquet for too long can, in and of
itself, be very dangerous. It leads to this whole
drain issue that | discussed, but there are tinmes when
that tourniquet can be real helpful. So, the bottom
line I think to your question, what are we going to
do. We are looking at a fishery-by-fishery basis. In
sonme cases — and | don’t have the full answer for you
yet — we will have other people from other areas step
in and try to take care of it and in other areas we' ||
have sonme people down below trying to take care of it.
|’mtrying to convince anybody | can to at |east stick
with us through the season and let us deal with that
over the winter, but...

4:22:11 PM
SENATOR SEEKINS asked him to reiterate the mssion plan of the
Departnent of Fish and Gane.

MR. CAMPBELL replied that the core mssion statenment of the
department is:

To provide core services, to provide opportunity to
use fish and wildlife resour ces, to i nsure
sustainability and harvestable surplus of fish and
wildlife resources, to provide information to al
custoners, to involve the public in nmanagenent of fish
and wildlife resources and to protect the state’'s
sovereignty to manage fish and wldlife resources.
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Then, it has three goals to optinize econonc benefits
from fish and wildlife resources — and | think 1’ve
spoken here about the economc engine, to optimze
public participation in fish and wildlife pursuits and
| would have to expand on that. And to increase public
knowl edge and confidence that wild populations in fish
and wildlife are responsi bly managed.

4:23:45 PM

SENATOR SEEKI NS asked M. Canpbell what he thought the goals of
the departnent should be in terns of restoration and enhancenent
of depl eted popul ati ons.

4:24:09 PM

MR. CAMPBELL replied that the departnment’s goals talk about
optim zing econom c benefits and public participation. Depleted
species in fish stock or gane population reduces economc
benefit and public participation and:

Frankly, you' re making the public doubt whether or not
things are being responsibly managed. So | think that
speaks to all three goals. It then follows to ne that
where we do have depleted resources, we have to | ook
at are there ways that we can bring them up. You know,
| think we’'re very fortunate in Al aska being the only
state that I'm aware of in the nation that actually
has a separate section in its constitution on natura
resources wth sonme very specific |anguage and
gui dance to us. That provides the background franmework
for this. 1'd be happy to continue to expand if you
like me to be nore specific.

4:25: 34 PM

SENATOR SEEKINS said that currently non-resident hunting has
been shut down in nmany of the nost popular areas in the state —
not because of an increase in hunting pressure from residents,
but because of the decrease in the populations. Unit 13 had
27,000 noose in its reproductive base and now it has 7,000 to
8,000. He said the size of the guide industry is a good
i ndi cator of non-resident hunting economc opportunity and he
sees that it's on the ropes. Then he sees Texas that brings in
over $9 billion a year from non-resident hunting.

I t seens  over time the departnent has gone
backward.... Qur answer is sinply to cut back the
opportunity for humans to harvest. While the mssion
statenment tal ks about pursuit, the people who buy a
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license want to end with a successful harvest. And it
seens like that is slipping anay fromus in nmany parts
of the state. How do you intend to turn some of that
around in the departnent?

4:27:01 PM

VR. CAMPBELL replied that he is happy to take full
responsibility for everything that has happened in the |ast
three weeks, but given the current situation, he is speaking
specifically of gane popul ations that t hrough intensive
managenent and specifically through predator control there may
be an opportunity to bring up. In addition, other types of
managenent can be used like habitat manipulation such fire and
brush crushi ng.

| think strongly it is wthin the departnent’s
interests and all users’ interests to |ook at
possibilities where in the state it is appropriate to
use better pr edat or control and where it IS
appropriate to do so in an effective manner. As you're
aware... we're a big state. W nmanage for different
things in different areas of the state. | think that’s
right. In one area we may very appropriately nanage

for a maxi mum nunber of npose or caribou. Qut on, for
instance, the Aleutian Peninsula in sone places, we
manage for trophy bears and | think that that’s
appropriate. There are places on the Kenai, we nanage
not for maxi num nunber of npose, but for |argest size
of trophy noose.

Al aska has, and | think this is usually a strength,
but it has its drawbacks. W have 82 separate advisory
commttees plus the Board of Ganme and Board of Fish

an extraordinarily denocratic nmanagenent system in
whi ch the people of Alaska are intimately involved....
What we seek to do is find —each area - what type of
fish and ganme nmanagenent s nost appropriate and
provide that for the residents of Al aska.

4:29:27 PM

SENATOR SEEKI NS asked his opinion on what role the departnment
mght play in providing access to natural resources for the
peopl e who own t hem

4:30: 03 PM

MR. CAMPBELL replied that the departnment would see a substantia
shift because he believes in access and optimzing public
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participation. Protection through |imting access |eaves the
natural resources for the people who live closes to the resource
or to those who are wealthy enough to afford extraordi nary neans
of transportation.

4:31:19 PM

SENATOR SEEKINS said his opinion is that the level of trust
bet ween the departnment and people who buy hunting licenses is at
an all-time low. He asked what he would do to restore that
trust.

MR. CAMPBELL said he didn't know if that is true, but it doesn't
matter in ternms of what the departnment needs to do.

W need to reach out to all our public to, one — to be
listening to them to be talking to them to nmake sure
t hey understand they are being heard.

He said that one of the courses that is generally not offered in
wildlife or fisheries managenent school is custonmer relations
and he thought that was an extrenely inportant part of the
departnment’s job. He has begun to develop outreach to all the
department’ s constituencies.

4:34:11 PM

SENATOR SEEKI NS said a couple of years ago he | ooked at a couple
of nunbers. He noticed that 70,000 Al askans picked up a npose
tag and about 7,000 actually harvested a npbose. Sweden harvested
100,000 nmpose in the same year. At the sane tinme the nunbers
| ooked like Al aska was harvesting less than 3 percent for of
harvestable surplus, the rest were dying of natural causes or
predation. In that same year, 70 percent of the npose calves
that were born were estimated to be dead before the tine they
were four weeks old. He asked if that was a reflection of
managenent style and could he do anything about it.

MR. CAMPBELL replied that he had not seen those figures, but he
woul d follow up on them

4:36: 02 PM
SENATOR STEDVAN asked how he thought bionmass should be split
bet ween sport and comerci al fishernen.

4:36: 41 PM

MR. CAMPBELL replied that he would keep allocation issues wth
the Board of Fisheries as nmuch as he could. He uses energency
order authority in two sets of circunstances. One is within the
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framework of a fisheries managenment plan passed by the Board of
Fisheries. There are times when sone new information conmes to
the fore where if the board had had it at the tinme it made the
fisheries nmanagenent plan with the regulation, it would have
done sonething different. He expl ai ned:

| have already talked with the Board of Fisheries and
told them what ny expectations are that in such cases,
| expect to consult with them but | do not normally
expect to call them back into session to nmake that
al | ocati ve deci sion.

He was actually in the process of nmking that kind of decision
on Chi nooks in Southeast.

4:39: 58 PM

SENATOR STEDMAN asked if there isn't a large enough bionass to
facilitate a comrercial fishery, did he feel part of it should
be allocated to sport fishernen.

MR. CAWPBELL replied that the first question is given the
biomass that is there, is there any portion or any way to
all ocate that anong the commercial fishery. He couldn’t imagine
a situation in which he would say not enough for commercial, so
we'll give it all to sport.

SENATOR STEDMAN asked hi mwhat his views are on subsi stence.

MR. CAMPBELL replied that the subsistence priority exists in
both state and federal law. Alaska is governed by both [|aws
under dual managenent and he finds there is substantia
unnecessary duplication.

In sone |limted instances subsistence provisions have deprived
other commercial and sport opportunity wthout providing any
i ncrease for subsistence users. He hoped to work constructively
with federal authorities to look at both state and federal
subsi stence regulations to mnimze duplication. He advised them
that it is alnost inpossible to provide enforcenent on many
subsi stence issues right now He wanted to nmke sure that those
deci sions are based on sound science, not enotion.

4:42: 40 PM

SENATOR STEDVMAN said the state has sone issues with the federa
governnment, especially wth the nean high tide to the three-mle
limt. “It appears that on occasions they like to try to
restrict or dictate or control out access to what sone of us
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feel is state jurisdiction.” Excluding dacier Bay, he asked
what hi s opini on was.

MR. CAMPBELL replied that he strongly feels that the federal
governnment’s headl and-to-headland interpretation of federal
waters is wong as a policy issue and as a matter of |aw He
believes that those are state waters under state control

4:44: 21 PM

SENATOR ELTON asked how he perceives his role in interacting
with Washington, D.C. to protect the state. What assets and
resources does he have to nake sure that the state’s interests
are best protected as a resolution is crafted that applies to
all coastal states.

MR. CAWMPBELL replied that one of the major differences he was
surprised to see in conmng back to state service is the real
expansion of the federal governnent in many issues. But he has
been pleased how the admnistration has been able to work
internally together on a nunber of issues - the Magnuson
reaut hori zation of land trade issues, for instance. He wants to
i mprove conmuni cations between the governor to all the people in
the field.

| want all the folks in the field to understand where
this governor wants to go and how he wants to get
there and why. But | also want to make sure when the
governor is doing sonething, he has heard the
perspective fromdown in the field. The reason | bring
that up is because it sonetines effects sone of these
decisions. So far, there has been nothing that’s

happened in Washington that | want to be involved in
that | haven't felt 1’ve had a full voice and access
t o.

4:47: 24 PM

SENATOR SEEKINS noved to report M. Canpbell's nane to the ful
body for confirmation with the understanding that signing the
report is no indication of support. There were no objections and
it was so ordered.

4:48: 06 PM At ease 4:50: 02 PM

HB 256- RUTH BURNETT SPORT FlI SH HATCHERY

CHAI R WAGONER announced HB 256 to be up for consideration.

SENATE RES COW TTEE -16- April 25, 2005



REPRESENTATI VE RAMRAS, sponsor of HB 56, said it is a namng
bill for the Fairbanks Sport fish hatchery and was well received
by the folks in Fairbanks and the Interior delegation. Ruth
Burnett who passed away from cancer a couple of years ago was a
former city mayor and an aide to Senator Stevens. She was very
commtted to bettering her conmmunity and anong other things she
was involved in the dial ogue about a hatchery in Fairbanks.

4:51:51 PM

SENATOR SEEKINS said Ruth Burnett was nore |like a famly nenber
to him and his famly than anything else. He followed with a
story about how she hel ped himstart the “Young Life Prograni in
Fai r banks, an interdenom national high school age group that net
for years in her hone, and then noved on to neet in his house.
He sai d:

Ruth was such an inspiration because in grow ng her
famly, she never forgot the rest of the young people
in the community. As mayor she was a dynamic force in
trying to put Fairbanks on a unified path....

REPRESENTATI VE RAMRAS sai d:

She is one of the people that define a comunity and
she did that over decades. So, it’'s a great honor to
her and the legacy of her famly, as well. | second
t hat enotion, Senator Seekins.

4:57:27 PM

SENATOR DYSON noved to report HB 256 from committee wth
i ndi vi dual recomendations and zero fiscal note. There were no
objections and it was so ordered.

4:57:54 PM

SB 113- GULF OF ALASKA GROUNDFI SH FI SHERY

CHAI R WAGONER announced SB 113 to be up again for consideration.

SENATOR SEEKINS noved to report the letter of intent and the
menor andum of understanding (MOU) out of commttee with SB 113.
There were no objections and it was so ordered.

CHAIR WAGONER announced that the presentation by the Al aska
Natural Gas Developnment Authority (ANGDA) would be the next
order of business.
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MR. HAROLD HEINZE, Executive Director, Alaska Natural Gas
Devel opment Authority (ANGDA), said he provided the commttee
with a power point presentation that he woul d highlight.

He said that M chael Baker conpleted a very inportant 150-page
study for ANGDA and |ast week he distributed a 17-page sunmary
of it to the legislature. He said it is a reference that is now
available to the public electronically and contains size
di agranms for both an 800-m | e pipeline, which covers Prudhoe Bay
to everywhere or a spur line of 300-mles, which is basically
Delta to Anchorage and provides information for questions that
people need to think about in considering the size of the
project. Some of the questions are what is gained by going to a
|arge project, what is the right size for Alaska and at what
poi nt do the reserves or the market not support a project.

He said the people tend to focus on gas going down the pipeline,
but there is a huge anobunt of NGs and hydrocarbon nol ecul es
other than nethane on the North Slope that are valuable and
drivers of other types of industry. The propane nunbers vary
from 50,000 to 100,000 barrels a day. Wiere it goes, where it’s
extracted, who captures it, what’s done with it should be of

policy concern to them The full report provided technical
evaluation of the alternatives to extracting the propane and
ethane - capturing it and wutilizing it - here in Al aska, but

does not meke any specific recommendati ons.

5:05: 45 PM

The report describes a project that is a bullet pipeline that
would run directly from the North Slope to the Cook Inlet area
and carry gas and NG.s to neet the area’s long-term needs. The
project pencils very nicely and offers a perspective that is
doabl e.

He felt that he could uphold ANGDA's position within the gas
pi peline negotiations and nake sure that the instate gas uses
are treated properly.

5:07:26 PM

An application for an inportant project has an April 2006
federal deadline. But a filing of a lawsuit on a recent FERC
ruling in the Court of Appeals causes him some consternation in
terms of tinmelines. “W think it’'s very inportant that we
under stand an open season process here in Alaska and be prepared
to nove forward on it.”
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MR. HEINZE said a third tineline is the Cook Inlet gas supply
and its demand inbal ance is getting worse quickly.

Unl ess sonmething is done in the near future that
indicates the problem will get solved in the nmedium
term people are going to becone quite discouraged and
there are a | ot of bad consequences.

The work we have done indicates that we need to have
not only the comercial or the heating and power
generation sectors there, but we need to have sone
i ndustrial custoners to share in paying the bill of
bringing gas to the area whether it’s through a bullet
line or some direct line fromthe North Sl ope...

5:09: 06 PM

CHAIR WAGONER said the people who are pronmoting the Port
Authority line use its tax status as a pronotion tool and asked
what ANGDA's tax status would be conpared to its tax status for
building a bullet |ine.

MR. HEINZE replied that ANGDA is a part of the State of Al aska
and enjoys its tax-free provisions. However, his financial
advi sors have realized that ANGDA can end up with a |ower cost
of service by being a utility that issues |lowinterest debt. The
non-profit status would nake incone tax | ess of a concern.

Secondly, tax issues becone very tricky if other parties are
i nvol ved. Tax advice he has received indicates if ANGDA becones
involved wth private taxable entities, it runs sonme risk of
jeopardizing its tax status. So, his approach is as a utility
using low interest debt, not concentrating too heavily on his
tax status and believing that it is inmportant that industrial
custoners would be part of the project and pay their share to
make the project happen.

W think that is very inportant in terns of getting
financing and we think it’s quite inpressive to get
financing if we had, say, one or tw industrial
partners in the project itself.

5:11: 23 PM
SENATOR ELTON asked what is a reasonable rate of return in
percentages for a gas pipeline and its private partners?

MR. HEINZE replied as a gas transm ssion utility, ANGDA woul d be
a regulated entity. Even though a partner |ike Enstar, for
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i nstance, has a profit objective, it is also a regulated entity
and its rate of return would be set by the RCA. It is probably a
| oner nunber than nost people think in terns of oil and gas
producers.

ANGDA has | ooked at smaller projects wth nore nodest
investnments, and he believes they would generate a trenendous
anount of benefit to the state. He hastened to add that they
would not generate the level of state revenues that are
associated with 4 to 6 BCF per day.

You just can’t overcone those kinds of nunbers. On the
other hand in ternms of economc benefits to Al aska,
even a nodest sized project is very very powerful.
W' ve tended to focus on a nore nodest investnent if |
can use the words there with a nuch lower risk profile
than $20 billion or $25 billion. 1 think that risk
profile is relevant to the issues of what rate of
return expectations people have and things |ike that.

5:14: 27 PM

SENATOR ELTON asked how he would define a reasonable rate of
return | ooking at conpeting proposals for a gas transportation
system

MR. HEINZE replied that there is no absolute nmeasure. |If the
matter were in litigation, he presuned that any judge would | ook
very strongly on the fact that sone parties other than the
producers were interested in doing the project as pretty
power ful evidence.

5:15: 35 PM

SENATOR ELTON said the gas pipeline conponent seens to be in the
$.50 to $2.00 range. He asked how nuch the total transportation
cost is assumng there is an LNG port soneplace on the West
Coast they would deliver to.

MR. HEINZE replied to get gas 800 mles from Prudhoe Bay to
Valdez it would cost as low as $1 including the conditioning
cost to the North Slope. H's work shows that the high end of
that nunber even on snmaller pipes that are less efficient in a
tariff sense rises to about $1.50. This is very encouraging. The
producers have stated that the cost of delivering gas from the
North Sl ope to Chicago, a |arge marketplace, is $2.50.

If we can have that sane gas at that sanme well head
value available in Alaska for a cost of $1.00 to
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$1.50, that gives us a $1.00 to $1.50 advantage over
the marketplace price. That’s good for the consuners;
that’s good for industry; that’'s good for a lot of
people. The state realizes the sane anobunt at the
wel | head; it’s just we get other benefits out of it.

5:17:58 PM

SENATOR ELTON responded that there is no possibility that the
state can wuse instate production from the North Slope. He is
trying to figure out how nuch it will cost to ship to get it to
Val dez versus to getting it to the M dwest.

MR. HEINZE replied that it’s 2,500 mles to Chicago and it’s 800
mles to Valdez. It’'s that sinple. He said the conditioning
costs are about a quarter.

So, basically, you can deliver gas very easily for
slightly over a buck to Valdez. At that point, then,
you would have LNG plant costs and then, of course,
t anker costs beyond that point.

When ANGDA | ooked at that, we |ooked at those nunbers
as being very conpetitive in total wth the $2.50
going to Chicago. If we were going to the sane narket

in a shorter pipeline, |liquefying and noving in
tankers, our nunbers indicated that it was about the
sane size.

5:19: 37 PM

SENATOR STEDVAN asked if the return on equity has to be expanded
or nodified by the capital structure of the corporations ANGDA
deal s with.

5:20: 44 PM

MR. HElI NZE responded that generally pipelines are |ooked at as
being financed 70 percent debt and 30 percent equity. The
nunbers would be affected by the amount of risk involved and
other factors. The interest rate on the borrowing has to do with
who the players are and what the circunstances are. ANCDA s
brief look at it said if they are talking $10 billion or $20
billion the project financing that could be done, but the
interest rate mght be really high. In this case, the fact is
that the federal government has provided 80 percent |oan
guarantees that is a trenmendous advantage. Those Kkinds of
factors definitely enter the considerations. The spur l|ine he
has focused on is nodest and can be financed as a utility.
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5:23:31 PM

SENATOR STEDMVAN said there are other measurenents besides return
on equity like the return on capital and he asked if the return
on equity is the main one.

5:24.:07 PM

MR. HEINZE replied that this technical report was neant for slow
di gestion over a period of nonths. The way it evaluates things
is on two bases. One is on an investor basis or return on
investnment; the other is the cost of service basis, the way a
regulator would look at it. The report shows that the two
answers cone out the sane. “Those things that are probably the
best investment turn out to have the |owest cost of service.”
Selecting the right size pipe is going to be a good investnent
decision and it’s going to lead to a good cost of service.

5:29:23 PM

SENATOR ELTON said he understands the advantages of instate use
but wanted to know what volunes that involves. He was concerned
that a smaller pipe reduces the anmobunt of gas available to other
mar ket s.

MR. HEINZE referred to page 6 that has a dual pie chart. The
project put forward in this schenme is based on 1 BCF per day to
Cook Inlet and that neets the instate needs and provides for

some |level of export. It doesn’'t build a ot of new things in
the state, but it achieves very good econom es. The building of
that project at $2.5 billion to $3 billion provides a stinmulus
that is very powerful in terns of the Al askan econony and

provides a lot of incentive for bringing gas to market. Probably
its strongest point is that it does not require the total
commitnment of the Prudhoe Bay gas reserve. It requires the
state’s share and a majority of one owner’s share.

SENATOR ELTON sai d he thought:

W greatly expand the benefits to the state if we
provide not just for instate use, but also provide
that we get sonme of the stranded gas to markets that
are willing to pay for it and a snaller pipeline
certainly reduces the anmount of gas that you can get
to other markets that are willing to pay for it.

MR. HEINZE replied that he is correct and this project isn't a

project that will solve all things. He asked himto reflect on
the fact that known reserves of 2 BCF per day is a lot. The
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conpani es have said that 4.5 BCF requires a discovery of 15 TCF
addi ti onal gas.

The concept of sizing here is — the sinplest way | can
express it to you is if it’s sonebody else’ s noney and
they want to spend $20 billion to put in the biggest
project they can conceive of, we probably ought to |et
them do it. The only risk we run is that we end up
with a lower wellhead value. If we are going to be
involved financially, 1’m just going to submt to you
| think you have to look at ‘fiduciarially the other
side of the coin, which is what is the risk of that
bi g project.

The other aspect of this and the reason we’ve studied
this project based on instate actions is that it does
not involve a foreign country, which we have no
control of... and having control of our own destiny
m ght becone very inportant. In Cook Inlet - the
situation there is very grave. W’ ve seen the
situation deteriorate even in the last year very
rapidly. There is legitimte concern that over half
the population of the state could face sone |evel of
energy crisis. And if we have 35 TCF of gas sitting on
the North Slope, that’'s not going to go over well if
we have to bring gas in from | ndonesi a.

5:32:26 PM

SENATOR ELTON referenced the Agrium conponent of the pie charts
on page 6 and asked if the assunption is that North Slope gas
woul d be available to it at the sane price as other users that
may be located in the Lower 48, for exanple, “And could Agrium
continue on that basis?”

MR HEINZE replied that the assunption is if the wellhead
net back value at Prudhoe Bay is set by the nore distant bigger
mar ket s outside of Alaska - in Chicago, for instance, it’'s 2,500
mles away and it is cheaper to come 800 mles to Cook Inlet.

There is sonme price differential delivered if you have
the sane wellhead value and we just rmake that
assunption — that there would be sone advantage to the
consuners here in Al aska whether they be private
users, hone owners, industrial custoners, whatever.
There is no discount. The state would realize the sane
value at the wellhead; it’'s just we would be gaining
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some advantage because we’'re closer to the source.
That’s all....

The other part of the chart that’s inportant is to
realize this is not green field construction. These
are plants that exist that are fully depreciated, that
are very well wunderstood operationally and that wth
some nodest price advantage over the world nmarket,
these plants may be very attractive for the conpanies
that own them to continue to operate. And that’s the
only assunption that’s nade here.

5:35: 07 PM

SENATOR ELTON said there is a nuch shorter transportation |ink
bet ween existing gas wells in Cook Inlet and Agrium right now
and Agrium has said they can't conpete for that gas w th other
peopl e in the market.

MR. HElI NZE expl ained that as Cook Inlet ran out of gas, the RCA
allowed prices to rise to the world price level to attract
exploration. It has resulted in people going out and | ooking for
gas, but they have not found |arge quantities. They have found
sone.

As that gas beconmes the domnant gas in the system
our prices have gone up 30 percent. Prices of gas wll
double in two years. It is predictable that in |ess
than five years they wll double under the scenario
there. The spur line concept, the idea of hooking an
efficient transportation systemto the huge reserve on
the North Slope sinply drives prices back to about
where they were a year or two ago and it preserves for
t he | onger term whatever advantage there was in having

| ower-priced gas in Cook Inlet. It doesn't neke it
cheap, but it preserves at least sone pricing
advant age.

5:36: 59 PM

CHAI R WAGONER t hanked M. Heinze for his presentation.

MR. HEINZE said he intended to continue working wth the
| egi sl ature on the informational side of these issues.

5:38:48 PM

HIR 9am URGE CONGRESS HONOR EXXON VALDEZ JUDGVENT
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CHAIR THOMAS WAGONER announced HIR 9am to be up for
consi deration and passed the gavel to Senator Stedman because he
has a potential conflict being one of the litigants involved in
t he Exxon Val dez litigation.

SUZANNE HANCOCK, staff to Representative LeDoux, sponsor, said
that this resolution urges the US. Congress to respect the
judicial process and asks it to not change any of the settlenent
terms. The litigants of the Exxon Valdez oil spill are still
waiting for a resolution 16 years after it happened and 10 years
after the original jury verdict.

5:41:13 PM

SENATOR ELTON noved to report HIR 9am from conmttee wth
i ndi vi dual recomendations and zero fiscal note. There were no
objections and it was so ordered.

There being no further business to conme before the conmmittee
Chai r Wagoner adjourned the neeting at 5:43:19 PM
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