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ACTI ON NARRATI VE
1: 05: 54 PM

COCHAIR ERIC FEIGE called the House Resources Standing
Commttee neeting to order at 1:05 p.m Represent ati ves Minoz,
Gardner, Foster, Seaton, and Feige were present at the call to
order. Representatives Dick, Kawasaki, P. WIson, and Herron
arrived as the neeting was in progress. Representative C ssna
was al so present.

HIR 26- SEA OTTER MANAGEMENT

1: 06: 28 PM
CO- CHAI R FEI GE announced that the first order of business woul d

be HOUSE JO NT RESOLUTION NO 26, Urging federal agencies to
work with the Al aska Departnment of Fish and Gane, Southeast
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Al aska Native |eaders, and other interested parties to establish
strategies and plans for the sustainable nanagenent of the
reintroduced sea otter popul ati on of Sout heast Al aska.

1: 06: 57 PM

ARTHUR MARTI N, Intern, Representative Peggy WIson, Al aska State
Legislature, on behalf of Representative P. WIlson, prine
sponsor, reviewed the differences between the original bill and
the proposed commttee substitute (CS), Version 27-LS0717\B,
Bul lard, 1/27/12. He explained that Version B would update the
third whereas clause on page 1 as follows [new text underlined
del eted text bracketed] [original punctuation provided]:

VWHEREAS nore than 10,560 [5,800] sea otters were
observed in 2003, and a 2010-2011 [2010] aerial survey
by the United States Fish and WIldlife Service
reveal ed 20,000 [nore than 11,000] sea otters, for an
approximate annual growh rate of 12 percent in
sout hern Sout heast Al aska and four percent in northern
Sout heast Al aska [13 percent]; and

1: 08: 14 PM

MR MARTIN testified that HIR 26 would "encourage the U S
Secretary of the Interior and other appropriate federal agencies
to work with Alaska Departnent of Fish & Ganme, Southeast
Al aska's Native |eaders, and other interested parties in the
state to establish strategies and plans for sustainable, |ong-
term managenent of the reintroduced sea otter populations of
Sout heast Al aska." He said the resolution would al so "encourage
f eder al authorities to consider broadening the scope of
al l owabl e uses of sea otters taken for subsistence purposes to
i nclude the use, transfer, and sale of intact sea otter pelts.”

MR. MARTIN next provided a history of sea otter popul ations,
stating that sea otters al nost di sappeared conpletely from North
America due to comercial harvesting between the 18th and 20th
centuries. This led to protection of the species under the
Marine Mammal Protection Act, which transferred managenent of
sea otters from the State of Alaska to the US. Fish and

Wldlife Service. Sea otters were reintroduced into Southeast
Al aska from 1965 to 1969 so that the protected manmals woul d
reach an optinmal sustainable popul ation range. The U. S. Fish

and Wldlife Service created a managenent plan in 1994 that was
to be reviewed annually, revised at |east every three to five
years, and nodified subject to new findings, changes in species
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status, policy changes, or congressional direction. However, he
said that during his research he could not |ocate any revisions
since that original plan of 18 years ago.

1: 10: 06 PM

MR. MARTIN explained that today sea otters have rebounded
because of a general harvesting noratorium set by the U S. Fish
and Wldlife Service, with exception being Al aska Natives. Sea
otter nunbers are rising at an estimated 10-12 percent a year,
with last year's count being approximtely 20,000 sea otters,
and [a projected] 28,000 animals in three years. These
popul ati on i ncreases have becone a serious issue of concern to
commercial and subsistence fishing because of conpetition
between the sea otters and l|ocal residents for the resources.
Al though sea otters are anong the smallest of marine mamals
they are the largest of the North Anmerican weasel famly; male
sea otters in Al aska may exceed 100 pounds. Sea otters have no
bl ubber for warnth so they nust constantly eat, consuming up to
23 percent of their body weight daily in crab, abalone, sea
urchins, sea cucunbers, clans, and other shellfish that humans
rely upon for conmercial and subsi stence uses.

MR. MARTIN said that altogether sea otters consune approximately
253,000 pounds of food per day, which translates into a |oss of
comercial and subsistence fisheries in Al aska. According to a
[ Novenmber] 2011 report by the MDowell Goup [entitled "Sea
Oter Inpacts on Commercial Fisheries in Southeast Alaska"], sea
otter predation on red sea cucunber, geoduck clam red sea
ur chin, and Dungeness crab fisheries have directly and
indirectly cost the Southeast Al aska econony $28.3 million since
1995. He maintained that the exponential growh of sea otter
popul ations is directly linked with the dem se of recreationa
and commercial Dungeness <crab fisheries in Oca Inlet and
eastern Prince WIIliam Sound. Over a dozen fishery harvest
areas in Southeast Alaska have been closed down or negatively
affected by sea otters, he said.

1:12: 13 PM

MR. MARTIN noted that under the 1972 Marine Mammal Protection
Act, Alaska Natives are denied the customary and traditional
right to sell intact sea otter pelts to non-Natives. Now t hat
the reintroduced sea otter populations in Southeast Al aska are
healthy and growing, it is tinme that the Native peoples are
gi ven back their customary and traditional right, he said. This
woul d continue to grow their cultural heritage, as well as help
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mai ntain ecol ogi cal balance while expanding their econonic
opportunity.

MR, MARTIN said the passage of HIR 26 would serve the dual
pur pose of encouraging a renewed discussion on the possibility

of state nmanagenent of sea otters, as well as a renewed
di scussion on the use, transfer, and sale of intact sea otter
pelts. He maintained that this would help Southeast Alaska's

muni cipalities, towns, and villages as they face substantial
chall enges in developing broader economc opportunities for
their residents. He said HIR 26 would send a strong nessage to
f eder al authorities that a new nanagement structure is
desperately needed to manage Southeast Alaska sea otter
popul ations. Additionally, the resolution would also serve as a
redress to Native people's customary and traditional right to
use, transfer, and sell intact sea otter pelts.

1:13: 45 PM

REPRESENTATI VE HERRON asked what the thought process was in the
|ate 1960s to re-introduce sea otters w thout a managenent pl an.

MR. MARTIN reiterated that comrercial harvesting in the 18th,

19th, and 20th centuries nearly w ped out sea otters. He
related that prior to arrival of the Russians an estimated one
mllion sea otters were along the North American continent. An

i nternational agreenent in 1911 protected sea otters and in the
1960s the plan was to reintroduce them into their former
regi ons. The 1972 Marine Manmal Protection Act transferred sea
otter managenent from the state to the federal government. He
said he does not know whether the state had a plan. However,
once managenent was transferred to the federal governnment it was
the federal governnment's responsibility to cone up wth a plan,
which it did in 1994, but the plan was not very specific.

REPRESENTATI VE MUNOQZ inquired whether there is any scientific
evidence that ties declining herring stocks to sea otter
predati on.

MR. MARTI N responded that he did not know.

1:16: 19 PM

REPRESENTATI VE GARDNER asked what the role of sea otters is in a
healthy marine ecosystem For exanple, when there were a

mllion sea otters prior to the Russians, were there healthy
popul ati ons of crabs, geoducks, abal one, and other nollusks. In
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regard to the customary and traditional rights of Natives to use
intact sea otter pelts, she inquired about the exenptions under
current |aw and how those would change if the goal of HIR 26 is
achi eved.

MR. MARTIN replied that there has been a link with sea otters
benefitting the ecol ogical environnent. Many people attribute
sea otter populations to helping the kelp forest by eating sea
urchins which eat kelp. However, sea otter popul ati ons have now
grown exponentially and have beconme a detrinment because they are
eating all the resources and once the resources are gone in one
region the otters nove to another. Their popul ati ons have now
grown to such a level that they are inpacting the econony and
hurting the ecol ogi cal system

1: 19: 03 PM

REPRESENTATI VE GARDNER asked whet her there were healthy
popul ations of the sea |life on which sea otters prey back when
there were one mllion otters and the Russians had yet to
arrive. She further asked what the current nunber of sea otters
is in Al askan waters.

MR. MARTIN related that the 1994 report by the U S Fish and
Wldlife Service, as well as the MDowell report, briefly
mention that the dive fisheries and the crab fisheries were not
as big as they are now, so sea urchins, geoducks, sea cucunbers,
and crabs had about 100 years in which to rebound. He rel ated
that the MDowell report states that, at this point, if sea
otter nunbers keep increasing, humans and sea otters wll be
unable to co-exist because the sea otters wll devour all the
commercial fisheries and then nove on.

1: 21: 02 PM

REPRESENTATI VE GARDNER said her question is whether things were
in balance back when there were a mllion sea otters in Al aska.
If there are fewer sea otters today, then why are they having a
greater inpact on their food species, she asked.

MR. MARTIN responded that the question relates back to optim
popul ation range, which was discussed in the 1994 conservation
pl an. The optimal sustainable population (OSP) level refers to
the nunber of animals which result in the nmaxi mum productivity
of the population of the species, keeping in mnd the carrying
capacity of the habitat and the health of the ecosystem Sea

HOUSE RES COW TTEE -7- February 3, 2012



otters have gone beyond that point, he said. He deferred to
ot her witnesses to further answer the question.

REPRESENTATI VE GARDNER said she 1is still 1looking for an
understanding of the carrying capacity and the nunbers today.
She reiterated her question about the exenptions to indigenous
peoples for pelts and harvesting and how those would change if
the resolution were to achieve its ultimte goal

MR. MARTIN answered that if HIR 26 were to pass it would
hopefully start a discussion anong the appropriate state and
federal agencies and Alaska Natives to come up with a better
managenent plan and see whether Al aska Natives want to expand

their ability to sell intact sea otter pelts to non-Natives.
This would go back to the nmnagenent plan for sea otter
popul ati ons. The resolution would start a dialogue nore than

anyt hi ng el se.
1: 23: 33 PM

REPRESENTATI VE KAWASAKI inquired whether annual reviews of the
1994 managenent plan, and revisions at |east every three to five
years, have happened.

MR. MARTI N responded that it has not been happening as far as he
knows from his investigation. Wiile research has occurred by
di fferent or gani zat i ons, i ncl udi ng state and f eder al
departnents, there has been no revision of the original plan.

REPRESENTATI VE = KAWASAKI observed that HIR 26 does not
necessarily ask for any significant changes to the policy,
rather it urges the U S. Secretary of Interior to work under the
confines of what is already current |aw under the conservation
managenent pl an. He asked whether the sponsor is actually
asking for sonething different or asking that [the federal
governnment] work with [the state].

MR. MARTIN said the purpose of HIR 26 is to re-engage a serious
di scussion with the state on sea otter managenment in Southeast
Al aska. There seens to be a disconnect with the U S. Fish and
Wldlife Service mnaging the sea otters; sea otters are
unmanaged at this point because they are growing at such a
tremendous rate. The resolution is asking for a sit-down
between the state, federal governnent, and other interested
parties to discuss what can be done to resolve this issue.

1: 25: 42 PM
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REPRESENTATI VE =~ KAWASAKI said it is unclear whether the
resolution is asking that the State of Al aska becone the manager
of sea otters. He asked whether this is what the sponsor wants
t o have happen.

MR MARTIN replied "no, that is not what this resolution is
asking," although having the state take over nmanagenent is a
possibility. The resolution is only asking to engage in a nore
serious dial ogue between the appropriate people on this issue.

MR. MARTIN, in response to Co-Chair Feige, confirmed that he is
an intern for Representative P. WIson. He said he is studying
political science, with a mnor in Russian, at the University of
Al aska Fairbanks and originally nmoved from the fornmer Soviet
Union to Prince of Wales Island in 1997. He added that actually
experiencing the political process is nmuch better than reading
about it in a book.

1: 27: 39 PM

REPRESENTATI VE HERRON nobved to adopt the proposed committee
substitute (CS) for HIR 26, Version 27-LS0717\B, Bullard,
1/27/12, as the working docunent. There being no objection,
Version B was before the commttee.

CO CHAI R FEI GE opened public testinmny on HIR 26
1:28:39 PM

ROSI TA WORL, PhD, Chair, Federal Indian Policy Committee, Al aska
Federation of Natives (AFN), explained that she is speaking on
behal f of AFN, but that she wears nultiple hats. She said she
is also vice chair of the Sealaska Corporation board of
directors and president of the Seal aska Heritage Institute, both
of which have a very direct interest in the sea otter issue

She noted that [Alaska Natives] have been aware of the
i ncreasing sea otter population and its inpact on the resources.
In regard to Representative Gardner's question, Dr. Wrl said
that at the time when there were a mllion sea otter there was
only an indigenous population using the otters for traditiona

purposes; there were no comercial fisheries or comercial
ent erpri ses. Right now, Alaska Natives know that the [sea
otter] population is having an inpact on both comrercial and
subsi stence resources. When AFN becane aware of this through
di scussions with its villagers it attenpted to act to see what
it could do.
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1: 30: 52 PM

DR WORL related that the Marine Mammal Protection Act, as it
now stands, allows for Al aska Natives to take marine manmal s and
use them for customary purposes for subsistence, as well as the

selling of traditional arts and crafts products. At issue is
what is traditional and what is customary. For exanple, an
Al aska Native made a teddy bear and was cited for it not being
traditional. So, AFN has been trying to advance |egislation,

which was received with mxed enotions in the Native comunity
because of the fear that opening the Marine Mammal Protection
Act mght change the exenption/protection for Al aska Natives.
However, AFN feels that the inability to make contenporary itens
i s causing problenms because a nunber of Al aska Natives have been
cited. She said AFN has conpl ained vigorously about enforcenent
practices and has advanced i deas of co-nmanagenent.

1: 32: 18 PM

DR. WORL continued, stating that AFN s idea was really to change
the Marine Mammal Protection Act to allow for the sale of
contenporary itens. She shared that the Sitka Tribe of Al aska
(STA) started a marine mamual tannery that includes sea otter.
She added that Sealaska Heritage Institute started holding skin
sewi ng workshops because this is seen as an opportunity to
devel op economes in Alaska Native villages, and Seal aska has
started a subsidiary corporation directed at pronoting village
economni es. Sea otters are seen as one possible answer to
pronot e sustai nabl e econom es in Al aska Native conmmunities.

DR WORL pointed out that the "marine manmal comm ssion” has
worked for some tinme to advance the notion of co-nmanagenent.
There is reference to that in the Marine Mammal Protection Act,

she said, but it is a long process. Because of the inpact on
ot her resources, the hope is that developing village econom es
around marine mammal skin sewing classes will be part of the

answer. She said AFN has net with the Al aska Departnent of Fish
& Gane about its ideas and AFN has a proposal to the |egislature
where it would continue its work in sponsoring skin sew ng
cl asses.

1:34: 47 PM
DR. WORL stated that AFN thinks there are many good things

included in HIR 26. However, the whereas clause related to the
sale of pelts is objectionable and AFN opposes it. The |anguage
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is not clear in specifying who could purchase the pelts. Ri ght
now Al aska Natives can sell pelts to other Natives. If the
| anguage in HIR 26 is to allow for the sale of pelts to non-
Natives, the AFN would oppose that because of the inpact it
woul d have on village econom es. Such | anguage would likely
al so generate considerable opposition from animal rights groups.
She said AFN does not support letting the popul ation expand and
then col |l apse, rather it supports sustainable harvest.

DR. WORL informed conmittee menbers that AFN is the statew de
Native organization, representing approximately 16 percent of
the population of Alaska, or 200 villages, 13 regiona
corporations, and 12 non-profit corporations. She said a
resol ution adopted at AFN s 2011 convention opposes any kind of
change to the Native exenption in the Marine Mammal Protection
Act and opposes the sale of pelts to non-Natives. She
reiterated that AFN woul d oppose any provision in HIR 26 that
woul d all ow the sale of pelts to non-Natives.

1: 37: 22 PM

REPRESENTATI VE GARDNER inquired whether AFN would oppose the
whol e resolution if the one clause pronoted the sale of pelts to
non- Nat i ves.

DR WORL replied that the resolution is good in its intent but
for that one clause.

REPRESENTATI VE MUNQZ asked whether [AFN] woul d oppose the sale
of pelts to non-Natives in small rural Alaska villages.

DR. WORL responded yes. She added that AFN supports nmaintaining
the Native exenption |anguage as it is in the Marine Manmal
Protection Act.

CO CHAIR FEIGE inquired whether the sale is limted to Al aska
Nati ves or Sout heast Natives.

DR WORL understood that it is limted to Al aska Natives.

COCHAIR FEIGE further inquired whether that is Al aska Natives
anywher e.

DR. WORL answered that she knows a person must live on the coast

to be eligible to harvest sea otters, but Native people anywhere
can purchase sea otter
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1: 39: 02 PM

CO CHAIR FEIGE said he thinks that is what HIR 26 states, other
than he does not think it puts a limtation on to who the pelts
can be sold. He perceived AFN's intent as being to keep a
supply of sea otter pelts that Natives can turn into val ue-added
products for sale for nmaking a |ivelihood.

DR. WORL replied yes.

CO CHAIR FEI GE asked whether there is the capacity to utilize
all the pelts that would be taken under a nanagenent plan. For
exanpl e, a managenent plan could call for nore sea otters to be
taken than Al aska Natives could process. He further asked
whet her surplus pelts could be stored.

DR. WORL responded that soneone nmay be testifying about this

She said the STA tannery has been expanded and other tanneries
are being developed, and there are tanneries in Anchorage that
can accommodate this. Seal aska has | ooked at having facilities
to freeze excess pelts until they could be tanned. She stressed
that [ AFN] absolutely supports sustainable harvest and if there
was an imrediate increase in sea otter harvest it would run
af oul of people who would like to oppose any kind of mnarketing
of it. So [AFN] is trying to work on this in a way that wll
protect Al aska Natives and protect Al aska Native communities and
t he devel opnent of this cottage industry.

1:41: 21 PM

CO CHAIR FEIGE surmsed that a gradual ranping up of sea otter
take would be sonething that would be worked out in the
negoti ation of the managenent plan so that it would match the
increase in capacity for utilizing the pelts.

DR. WORL agreed that it would be a ranmp up, but said it could
al so be selective. She related that in AFN s discussions with
the Al aska Departnment of Fish & Ganme, AFN has proposed that the
departnent identify areas for Alaska Natives to target for
har vest .

1:42:17 PM
REPRESENTATI VE DI CK conmmented that conversation about | ocal
econom es may be prenmature because the real goal of HIR 26 is

just to start a conversation and the tail end of that discussion
is what is being discussed right now. He said that whatever
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woul d be nost powerful in getting the conversation started is
the nost inportant thing that should be said.

DR. WORL said AFN has tried that in its discussions with the
Al aska Departnment of Fish & Gane, the U'S. Departnent of
Interior, the U'S. Departnent of Agriculture, and the Al aska
del egati on about the problens and addressing those probl ens.

REPRESENTATI VE HERRON conplinented Dr. Wrl by sharing that
people in his area consider her to be an Elder. He then asked
what the views are of AFN and Dr. Wrl on the neat of sea
otters.

DR. WORL answered that she does not know that AFN has addressed
that, but the nmarine manmal comr ssion may be working on that.
She added that the marine manmmal comm ssion has been the entity
doing all of the work on this for 10 years or nore.

REPRESENTATI VE HERRON suggested that this should be part of the
di scussion because there is the potential that |arge quantities
of edible neat will need to be managed as well.

DR. WORL agreed to ask about this
1:44:.25 PM

CO- CHAIR SEATON inquired whether AFN s objection could be
resolved by elimnating on page 4, line 1, the I|anguage
“"transfer, and sale of intact sea otter pelts" and inserting in
its place "for contenporary itens".

DR. WORL responded that she does not have a copy of Version B,
but AFN s concern is the sale of intact sea otter pelts and it
is not clear whether that is limted to Native or non-Native.

CO CHAI R SEATON surmsed that if there is currently the ability
to sell pelts to Natives, then this does not need to be taken
care of for AFN s concern. However, he wunderstood that AFN
wants to ensure that contenporary itens are covered.

DR. WORL said AFN has been advancing to Al aska's delegation a
clarification that Natives can sell contenporary itens.

1:45: 50 PM

REPRESENTATI VE FOSTER conmmented that while the overall goal is
to manage the sea otter population, he thinks that the inpacts
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on the Alaska Native comunity in terns of being able to
reintroduce and encourage cultural practices, and the inpacts
that that could have on the youth, would have inpacts on
everything, including the issue of suicide. He said he is very
much in support of the work that AFN is doing on this issue.

DR. WORL agreed about the inpacts. She said she just conpleted
a study on the status of Alaska Native wonen and one thing she
found is that there are very limted economc opportunities in
the villages and that is acconpanied by social problens. Some
of those social problens can be alleviated by people having
healthy lifestyles and the ability for sustaining thensel ves.

1:47: 29 PM

EDWARD THOVAS, President, Central Council of Tlingit and Haida
I ndian Tribes of Alaska, first offered his appreciation for the
resolution. While there are portions that need clarity and sone
that the council outright opposes, he said the idea of the State
of Alaska, the federal governnent, and the tribes working
together to manage a very inportant resource is a good thing

He related that he is from Craig and happened to be living there
when sea otters were reintroduced. At that tinme the nmanagenent
plan was not clear as to whether the sea otters were avail able
for Natives or non-Natives. However, as the Marine WMamal
Protection Act becane refined over time, the harvest of sea
otters becane part of the act for Al aska Native utilization.
That is an inportant conponent to the act, he stressed, and when
that part of the act is talked about, the central council wants
to make sure that the purpose of that act is because the
i ndi genous populations relied on those resources from the
beginning of tine and it was inportant to the policy nakers to
continue that practice.

1:49: 31 PM

MR. THOVAS said the resolution does a good job articulating the
resource and its growth as well as the problens that are created
with the overpopul ation. When | ooking at the problem it nust
be understood that when the Marine Manmmal Protection Act put
forth the regulations and requirenments it was very restrictive
on what the pelts could be converted into to be considered part
of Native tradition, not realizing that today's people are also
creating traditions. The practices of Al aska Native people now
are Al aska Native practices, he pointed out, and these practices
are not necessarily 100 percent the way they were at contact
wi th the Russians. For exanple, at the tinme of Russian contact
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there was no commercialization of crab or bottom fisheries, so
the Alaska Native utilization of those resources was nuch

different. But as tinme noved forward, Alaska Natives becane
involved in those fisheries; people utilized those fisheries
because the ability to gather them changed. Li kewi se, the

utilization of pelts has also changed, and the interaction
bet ween Al aska Natives and other people for the value of those
pel ts has changed.

1:51: 24 PM

MR. THOVAS related that Alaska Native artisans are not so
worried about selling a pelt to sonebody in Juneau, Anchorage,
or even Seattle. The biggest threat is that if Alaska Natives
were allowed to sell those pelts unaltered they would cone back
as authentic Native crafts made in Taiwan, as can be seen by
| ooking at Juneau's South Franklin Street. That is just the
nature of the way it works, he said, if places can be found
where people can make them nmuch nore efficiently and cheaper
with different nethodol ogies, then that is where they will end
up coming from It is very inportant to preserve not just an
Al aska rural econony, but the econony as it is, and that is the
primary reason why the central council is very concerned about
selling pelts wthout being very clear on how they wll be
utilized. The central council does not want to have a mass exit
of these resources and then have them cone back to Al aska for
sal e.

1:52:50 PM
MR. THOVAS, regarding sea otter managenent, said he believes

there could be broadened wutilization of sea otter pelts,
provided there is a |loosening up of the words that are being

used as traditional or authentic. A product nade by a Native
today and sold for tourismis authentic, he said, whether it is
a totem pole, vest, or other clothing. However, the Marine

Manmal Protection Act narrows it down as to how it nust be done
and applies certain other conditions, such as being sonething

that was made way back when. Referring to the teddy bear
incident nentioned by Dr. Wrl, he said nothing in Native
society says that Al aska Natives never nade teddy bears. When

he was a youngster, a house would be built for a person that
died and the person's bel ongings would be put in the casket and

in the house. If it was a child that died, products were nade
by famly nenbers and put into the house where the child was
buri ed. Many things were not seen as Alaska Natives nade the

transition to contenporary society; a lot of those things may
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have existed and there are signs that they did exist prior to
contenporary timnes.

1:54:19 PM

MR. THOVAS continued his discussion about |oosening up the words
by providing an exanple. If an artisan was able to use a sea
otter pelt to nake a vest with a zipper it would be authentic,
but it would not be considered traditional because it does not
nmeet the criteria. It goes without saying that Al aska Natives
made bl ankets out of skin pelts, but if trying to abide by the
Marine Mammal Protection Act that would have to be proved
sonmehow. Since his grandparents did not use sea otter pelts to
make bl ankets, it is hard for a person like himto prove it.

1:55: 34 PM

MR. THOVAS said he believes that if Al aska Natives were able to
do nore things with the pelts locally that there would be nore
incentive to create tanneries and nore incentives for people to
do sonething with the by-products. However, with the limted
access and limted utilization, the problemremins. By working
with the scientific comunity the House Resources Standing
Commttee can help Al aska Natives work through the maze of
federal regulations so that there can be better utilization of
t hose resources locally as well as control the population so it
makes sense to the people utilizing the resources being consuned
by the sea otter.

1: 57: 09 PM

CARRI E  SYKES, Manager , Business and Economic Devel opnent
Departnment, Central Council of Tlingit and Haida Indian Tribes
of Al aska, noted that she has been sewing sea otter pelts since
about 1990, so she is very famliar with what is involved wth
t he processes. She related that last March the U S. Fish and
Wldlife Service sponsored a workshop in Sitka for the southeast
tribes; about 12 comrunities were represented at the neeting.
The workshop was sponsored because of the need for information
and education. The tribes were not clear about what the Marine
Manmal Protection Act allowed for them and were fearful of
harvesting because of past enforcenent issues that happened to
other tribal nmenbers. A lot of issues were brought up, but the
bi ggest issue is that there needs to be governnent-to-governnment
consul tation between the U S. Fish and WIldlife Service and the
local tribes so that the tribes can work on managenent in their
| ocal areas. It is inportant to the tribes to have input on
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what is happening in their region. That was started in 2011
but the person with the US. Fish and WIdlife Service changed

jobs so the position is currently vacant. At an economc
devel opnment workshop held this past Decenber, the service was
urged to fill this vacant position and it is now |ooking at re-

starting the governnent-to-governnment consultation
1:59: 14 PM

M5. SYKES, regarding the enforcenment issues, reiterated that
tribal menbers are fearful about harvesting w thout sone clearer
definitions about what is significantly altered. She conveyed
that a recent letter from the US. Fish and WIdlife Service
i ncludes draft |anguage about significantly altered, and the
central council is very happy to see that there has been an
effort to start to define that in regulation so people have a
clear wunderstanding of what is allowable and what is not
al | owabl e.

M5. SYKES addressed the question of what is authentic. She said
the central council's position is that if it is made by a Native
it is authentic. Additionally, the central council considers a
killed and tanned hide to be significantly altered. There is
much need for education and outreach, particularly when there
are groups that oppose any harm to sea otters and do not
understand the inpacts to the shellfish and subsistence foods.
There needs to be education and outreach on what is allowed by
the Mari ne Mammal Protection Act.

2: 00: 23 PM

M5. SYKES said that while there is opportunity for economc
devel opment, there are lots of needs, such as training for how
to sew the skins and how to skin the hides, nore facilities for
tanning, opportunities for nmarketing, and coordinating wth
ot hers such as bartering the hunters.

M5. SYKES added that, according to the hunters, sea otter neat
is not edible. Regarding customary and traditional use, she
said it is docunented that over 200 years ago sea otters were
used in the raven's tail weaving and those robes are in Russia
and ot her places around the world.

2:02: 19 PM

REPRESENTATI VE FOSTER i nquired whether under the Marine Manma
Protection Act the burden of proof is on the Alaska Native to
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prove that sonething is traditional and customary or is the
burden of proof on the US. Fish and WIldlife Service to show
that sonmething is not traditional and customary.

MR. THOVAS replied that there is very little burden of proof;
the agency utilizes traditional fromits own perception and that
is what creates the problem This makes people very nervous
because the fines for violating the act are extensive. Wen a
regulator or other person in a high position interprets
sonmething different than did the Alaska Native, then that person
is in trouble. Wile the US Fish and Wldlife Service will be
comng out wth proposed definitions of what significantly
altered neans, it is a little late for a person like hinself
He said he believes that whether sonething is authentic is nore
i nportant than what significantly altered means to the U S. Fish
and Wldlife Service. It sounds like splitting hairs, be said,
but it isn't. If it is defined properly it will allow people to
utilize the resource better.

REPRESENTATI VE FOSTER said he wanted to make sure that Natives
are not being required to provide a picture from 200 years ago.

MR. THOVAS added that there is sone truth to what Representative
Foster is saying, because from the perspective of the U S. Fish
and Wldlife Service, if it is not in a nmuseum somewhere or seen
somewhere then it is probably not traditional use.

2:04: 55 PM

REPRESENTATI VE MJUNQZ asked how the cases of the previously
menti oned people were resolved, given that it is the US. Fish
and Wldlife Service that defines what is acceptable.

M5. SYKES said she knows that in the past it has been left up to
the U S Fish and WIdlife Service, and that has nade everyone
fearful. However, the agency recently sent out a letter
requesting tribal consultation and input on its new definition
and the coment period ends the end of WMarch.

REPRESENTATI VE MUNOZ inquired whether the artists that were
cited have paid a fine and are conti nui ng.

M5. SYKES responded that she knows artists from Ketchi kan who
had hi des seized three years and are still waiting. 1In the case
of one of those artists, the hides were tagged correctly, but
the artist did not have the paperwork from 15 years before, so
the hides were taken. Yet, the U S Fish and WIldlife Service
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did not have its own paperwork and still took the hides.
Anot her case is a young man who did not keep up on his paperwork
and is getting ready to go to prison. This artist sold to a
non-Native and his claimis that he was tricked. Wen selling a
hide is an artist supposed to request proof of whether soneone
is Native; there again is that burden of proof and where things
are uncl ear.

2:07: 04 PM

REPRESENTATI VE MUNOZ asked whether the citations are comng from
local U S. Fish and Wldlife Service enpl oyees.

M5. SYKES understood that there are two arnms of the U S. Fish
and WIldlife Service - a nanagenent arm out of Anchorage and the
enforcenment people in Washington, DC. She said she thinks it is
the local officers who do the citing, but it is actually handl ed
t hrough Washi ngt on, DC. It was brought up at the workshop that
the agency wants Alaska Natives to harvest, but that citing
peopl e does not nake them want to go harvest.

REPRESENTATIVE DICK said this is exactly the point that he was
trying to make |last year with his wood bison |egislation. He
did not want the subsistence people in his district to find
t hensel ves litigants.

2:09: 05 PM

Kl RK HARDCASTLE, Commer ci al Fi sher man, enphasi zed t hat
commercial fishing is the stabilizing econom c influence for the
entire state of Al aska. He said that he is an entrepreneur, a
busi nessman, and understanding the role that the sea otter has
in all of the fisheries in Southeast Alaska is absolutely
essenti al . He said he studied marine biology and environnenta
physi ol ogy in college and was born and raised around sea otters.
The sea otter is a keystone species; a keystone being sonething
that holds the whole arc together. Commercial fishing is a
keyst one econom ¢ influence for the state of Al aska.

2:10: 43 PM

MR. HARDCASTLE explained that sea urchins and abal ones make up
the magjority of the sea otter diet. Sea urchins and abal ones
are grazers, eating the kelp that grows on rocks. Sea otters
keep urchins and other grazers in check so that there is a kelp
forest. Kelp provides the rearing grounds for all of the

commercial fisheries species; for exanple <crab, shellfish,
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sal non, halibut, and cod. Al of those juvenile species mnust
live in the kelp forest before they nove to the outer waters. A
tiny juvenile fish does not have protection from |arger
predators, but a kelp forest is like the entanglenent of a net

so that large predators cannot get in. When [young] sal non
| eave the inland water systens for the open ocean waters, they
hide and live within those kelp forests. Crab have several

di fferent norphic stages, and each of those different stages nay
live in nud, or rocks, or open ocean, but all crab at one stage
in their life live in these kelp forests. The maj or econom ¢
val ue of sea otters is that they provide rearing grounds for al
of the fishing industries.

2:12: 39 PM

MR. HARDCASTLE said sea otters may be cute, but they are nean
and he has been bitten several tines. The MDowell|l report talks
about the inpacts of [sea otter] predation. However, no one has
| ooked at what the economic inpact would be if sea otter nunbers
were to rise. For exanple, nore kelp neans nore rearing
grounds, nore rearing grounds nmeans nore availability for
juvenile species to nake it to the outer ocean and then cone
back and increase the pocketbooks of fishernen. Sout heast
Al askans rely on these species for subsistence and conmmercial
val ue. The nore kelp, the nore fish, but no one has done a
report on the benefits of having otters and greater kelp forests
in Southeast Al aska. He related that in northern California
where the sea otter population has cone back, a rebound has been
seen in all the other species because there is a protected area
to hide in.

2:14:10 PM

MR. HARDCASTLE refuted the statenents nmde about sea otters
devouring every resource and hurting the ecol ogical system He
sai d nunerous papers show that to be false. Oters benefit, not
hurt, the ecological system As to devouring every resource,
graphs in the McDowell report and a nmenorandum [in the conmittee
packets] show that sea otters do not devour every resource.
Only 5-7 percent of sea otter diet is conprised of comercial
shel I fish, 95 percent is non-comercially harvested ani mal s.

MR. HARDCASTLE shared that he is on an Al aska Departnent of Fish
& Gane advisory conmittee and has been involved in the sea otter
issue for quite sonme tinme, in addition to growmng up wth
otters. He added that sea otters are a federal species, not
state species. Wiile he does not need to be around sea otters
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hi rsel f, he does understand the econom c value of sea otters to
the tourism industry throughout Southeast Al aska. He pointed
out that the unintended consequences of keeping sea otters alive
or dead has not been studied. As a comercial fisherman, he
enphasi zed how inportant it is that there is a large sea otter
popul ation so that there are healthy kelp forest systens for all
the fisheries.

2:16: 14 PM

REPRESENTATI VE GARDNER i nquired what the other 95 percent is of
the sea otter's diet.

MR. HARDCASTLE replied that according to the MDowel|l report 52
percent is clans followed by other echinoderns, fish, nollusks,
scallops, sand |ance, geoducks, shrinp, tanner <crab, red
urchins, cucunbers, barnacles, and unidentified prey. Non-
commercial crabs nake up alnost 95 percent of sea otter diet,
and elimnating that 5 percent would inpact 100 percent of the
fisheries in Southeast Al aska. Healthy kelp forests are needed.
These kelp forests are primarily in the outside waters, not
inside waters. Sea otters are not noving to the inside because
they do not live where there is no kelnp. Sea otters have no
bl ubber and do not float very well, so they need to wap
thensel ves in kelp to keep afloat. Hi gher sea otter popul ations
could benefit all the fisheries in the long run.

2:18:33 PM
REPRESENTATI VE MUNQZ asked about the state of kelp forests today
and whether there is any tie-in with the increase in sea otter

popul ati on.

MR. HARDCASTLE responded he did not study that in Southeast

Al aska because he has been involved in fisheries. However, in
marine biology it is common knowl edge that the diet of sea
otters is urchins and abal ones. |f otters are elimnated, then

there would need to be a massive urchin harvest industry to
mai ntain the growh of the kelp forests. He predicted that such
a massive industry would require | aborers comng from Asi a.

2:19: 47 PM
REPRESENTATIVE P. WLSON read from page 8 of the MDowell
report, |ast paragraph, first sentence, which states: "Qt her

studies tend to support the notion that sea otters are
opportuni stic generalists which adapt their predation to their
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envi ronnent . " She said there are sea otters living in the
W angel | harbor and she sees themall the tinme because her house
is located in the harbor. She said sea otters are not |ike sone

species that will nove on after all of their favored prey is
eaten in an area. Sea otters are very adaptable, so once their
favorite species is gone they will go to their next favorite,
and so on, and do not nove out of an area until there is very
little left. In the nmeantinme the industries being tal ked about
here are being affected now and a big difference is being seen
now in these areas. She said she is not saying to get rid of

sea otters, rather the hope is that Al aska Natives can do what
they have traditionally done for years and harvest the otters
and make the skins into things that nake noney. Keepi ng the
harvest only to Alaska Natives will not result in overharvest.

CO- CHAIR FEI GE added that the point of HIR 26 is advocating for
a managenent plan of sone kind, not exterm nating the species.

REPRESENTATI VE P. W LSON agr eed.
2:23:20 PM

PH L DOHERTY, Executive Director, Southeast Al aska Regional Dive
Fi sheri es Associ ati on, di sagr eed W th M. Hardcastl e's
statenments pertaining to Southeast Alaska, and said it his
association's point of view that when sea otter populations are
increasing, mllions and mllions of dollars' worth of harvest
potential are |ost. There is little doubt, he continued, that
where there were sea otters there are [now] no sea urchins, no
geoduck clams, and no sea cucunbers, as those are the first
species to go. According to the chart for sea otter diet, he
related, 38 percent is sea urchins, a harvestable species to his
association; 10 percent is geoducks; and 4 percent is sea
cucunbers. The problemw th that study, he said, is that it was
done in areas that otters had inhabited for many years, so the
sea cucunbers and sea urchins were basically gone. He offered
his belief that the University of Al aska study shows that as sea
otters nmove into new areas the first things that go are the sea
urchins, sea cucunbers, and geoducks, and then the otters wll
eat nore undesirable food sources |ike hard-shell clans. Sea
otters inpact the association's fisheries; for exanple, the
Al aska Departnment of Fish & Gane has cl osed down 14 areas to sea
cucunber fisheries because of sea otter predation.

2:25: 56 PM
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MR. DOHERTY further pointed out that the geoduck clam guideline
harvest |evels have been cut by hundreds of thousands of pounds
and next year another 150,000 pounds of guideline harvest |eve

will be 1ost. In yesterday's opening, he continued, geoduck
clams fetched $22 a pound according to the Al aska Departnent of
Fish & Gane. The departnent's |atest assessnment of red sea
urchins found that there was five mllion pounds |ess sea

urchins in Southeast Al askan than a few years ago and the
departnment attributed that directly to sea otter predation.
Wile he realized that the resolution would encourage and
i ncrease the harvest of sea otters as an econom c benefit to the
Sout heast Al aska Native comunity, he said it would probably not
be enough to really affect the inpacts on the association's
commerci al fishing. However, he added, it is a step in the
right direction and the association fully supports HIR 26.

2:26: 48 PM

MR. DCHERTY related that over past two to three years the City
of Ketchi kan, the Borough of Ketchikan, the Cty of Petersburg,
the Prince of Wales econom c inpact group, the town of Kake, the
Pet ersburg Vessel Owners Association, the Southeast Al aska
Fishermen's [Alliance], United Fishernen [of Alaska], the
Sout heast [ Al aska] Regional Advisory [Council], and the Centra
Council Tlingit Haida have all witten resolutions that sea
otters in Southeast Alaska should be nanaged. Ther ef or e,
Representative P. WIson does not stand alone on this issue. He
said that over the last three years he has nmet wth the U S
Fish and WIldlife Service nunerous times, attended numerous
nmeetings of the Al aska Departnent of Fish & Ganme, and net wth
other organizations and they all wunderstand and realize the
inpacts that sea otters are having on Southeast Al aska
commercial and subsistence fisheries. He urged the commttee to
support HIR 26 and to encourage the State of Alaska to keep the
pressure on the U S. Fish and WIdlife Service in terns of the
Marine Manmal Protection Act and coming up with a feasible
managenment plan for sea otters in Southeast Al aska.

2:28: 57 PM

DENNI S WATSON, Mayor, City of Craig, said he disagrees with M.
Hardcastle's comments and is testifying in support of HIR 26.
He said he is a 38-year resident of Craig and has been a

comrercial fisherman since his arrival. For 16 of those years,
up until last vyear, he worked at a comercial dive fishing
operation harvesting sea cucunbers. During his first 15 years

in this area sea [otters] were a rare sight and he was anused by
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t hem By the md-1980s |arge nunbers of otter becane conmon
sight around southern Southeast Al aska. Now it is a rare
occasion that a place can be found where an otter is not seen
He even sees them as far out as 20 mles offshore where he

trolls. During his tinme in the dive fishery, he spent about
1,000 hours watching the bottom of the ocean via a canmera while
surveying for cucunbers. At first it was anmusing to watch sea

otters because they are quite efficient and smart creatures.
But after a while he began to realize that once sea otters got
into an area they quickly devastated the species in that area
and then noved on. In his experience, the feeding cycle begins
with the easy-access shellfish and sea urchins in the intertidal
areas; when these species are depleted the sea otters nove into
deeper water where they work on horse clans, geoducks, sea
cucunbers, and crabs until just about all the edible species are
gone; and in the end they eat the starfish.

2:31:13 PM

MAYOR WATSON said that what is left after the sea otters nove
out, as seen from his canmera, is big deep holes in the bottom
that were dug by the otters while chasing after clans and other
species. Wen the otters nove on the only thing left are those
big holes - no starfish, no urchins, no anything. Many of these
species are inportant to subsistence wusers and commercial
har vest ers. This year the dive fishery in the Craig area is
projected to have around a $20 million ex-vessel value, which is
huge, especially in small villages where there is virtually no
econony in the fall and winter nonths. Last year in Craig al one
t he geoduck harvest provided a payroll of $10 mllion, excluding
processors, shippers, and other support services. It is a big
econony for Craig and it is at a tine of the year when there is
not hing else to do. Sea otters do not have any predators that
take very many of them so sonmething needs to be done to keep
their nunbers in balance with the rest of the ecology of the
region.

2:33:21 PM

MAYOR WATSON added that he has heard from the U S. Fish and
Wldlife Service that it is unknown how many sea otters were
[originally] in Southeast Al aska, and there could be way nore
now than there was at any point in history. Humans have had a
hand in depleting sea otters and in bringing them back, he
continued, and man needs to nove in and nanage these creatures.
He said his understanding fromtalking with a man who did a PhD
di ssertation on this subject, is that sea otters were
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reintroduced in this area to re-create the commercial harvest of
otters. The managenent plan was going to be to trap them but
the Marine Mammal Protection Act cut that short. He offered his
hope that Al aska Natives can be allowed to take nore sea otters
with less of a problem He shared that sonme people in his area
have gotten into really hot water over what was thought to be
very, very mnor violations. H's community would like to see
this cleaned up and would like to see a better managenment pl an.

REPRESENTATI VE GARDNER i nquired what a natural predator of sea
otters is, aside from man.

MAYOR WATSON replied that up north killer whales really like sea
otters, but the killer whales in his area are fish eaters.

2:35: 29 PM

JAVES ANDERSON expl ai ned that sea otters are really rich because
they eat so nuch shellfish and are inedible no matter how they
are cooked, which is why Native people have never eaten them
He jokingly suggested doing studies on what could be nmade for
dog food. He maintained that there will not be a dive fishery
if sea otters continue as they are. When a group of severa
hundred sea otter cone into an area, there is nothing left on
the bottom once they are done, even the starfish cannot survive
and nothing is able to reproduce. Regarding what Al aska Natives
can and cannot do with sea otters boils down to entrapnent, he
sai d. For exanple, a man he works with was talked into selling
hi des to an undercover agent.

MR. ANDERSON noted that years ago Al aska Natives killed things
with a stick, but as tinme went on the nethods changed. Nati ve
lives are always changing all the tinme, he said, and so are
Native traditions and artwork and this change needs to be
consi der ed. The restrictions need to be lightened up for the
Natives so they can work with the sea otters. After a sea otter
is shot, trying to figure out how to legally get froma skin to
a product to sell without getting into trouble alnost requires a
col l ege degree, and this problem needs to be addressed. He said
he would like to start a tannery in Craig but has had problenms

getting grants. If the workers had to be Native, he could put
Native famlies to work on Prince of Wales where there is a |ot
of sea otter that would last a long tine if managed right. He

urged that the issue be studied and that there be a |ightening
up for people to use the resource.
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REPRESENTATI VE DI CK agreed with M. Anderson that Native culture
is always evolving. He said there is an inage of Native culture
as being fixed in time like a snapshot, when in reality
t hroughout mllennia it has been a novie.

2:40: 25 PM
CO- CHAI R FEI GE kept public testinmony open and held over HIR 26.

MR. ANDERSON added that he would like to see his comunity's
dive fishery continue on. As a teenager he was able to pick up
abal one on the beach, but he has not had an abal one in over 20
years between divers and sea otters. However, if things are
managed right, everyone could have sone of it. He said he does
not want the sea otters deci mated, just nanaged.

HB 276- O L/ GAS PRODUCTI ON TAX CREDI TS: NENANA

2:41: 32 PM

CO-CHAI R FElI GE announced that the next order of business would
be HOUSE BILL NO 276, "An Act providing for a credit against

the oil and gas production tax for costs incurred in drilling
certain oil or natural gas exploration wells in the Nenana
Basin." [Before the conmttee was Version M the proposed

committee substitute (CS) |abeled 27-LS1193\M Bull ock, 1/18/12,
adopted on 1/30/12.]

COCHAIR FEIGE said M. Bill Barron participated in a recent
di scussi on between the co-chairs and their staff regarding the
issues around oil and gas exploration credits and incentives
associated with HB 276 and that M. Barron wll be addressing
the committee. Co-Chair Feige explained that the proposed bill
woul d put forward sonme Cook Inlet-style credits by incentivizing

the first, second, and third exploration drill holes in the
Nenana Basi n. At the sane tinme, there is the question of
whet her other exploration incentives should be considered and
whether this bill could serve as a tenplate for other basins in

addition to the Nenana Basi n.
2:43: 19 PM

WLLIAM C. BARRON, Director, Division of Gl & Gas, Departnent
of Natural Resources, stated that providing incentives for
exploration in renote areas is probably sonething that needs to
be considered very strongly. Currently, only a handful of areas
in the state have had nuch of any exploration and even fewer
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have had devel opnent. He said that part of the aforenentioned
di scussion was about the process of exploration |icenses,
| eases, and units.

MR. BARRON explained that for the areas of the state and state
lands that are not part of the existing area-w de |ease sale
program there is the opportunity to establish exploration

| i censes. If a party or parties want to explore in a certain
area, they can cone to the state and nomnate the land and the
area for that |icense. The state would then conduct a best

interest finding (BIF) for that area, which takes about two
years. Upon conpletion of that finding, the state would open up
that area for a conpetitive bid process for its exploration
license term The license is granted on a dollar commtnent
rather than a work conmm tnent. The term of the license is
typically 10 years. During that tinmeframe the party or parties
awarded the license are required to expend 25 percent of their
commitment within the first four years, but have the renainder
of the termto spend the rest of their noney. At the end of the
license term the land or any portion of the land that was part
of the license can be extended into a |lease, at which tine the
state would gain $3 per acre |lease fees for the designated area.
The five- to ten-year term of the lease is negotiated between
the state and the party or parties, and is typically ten years.
During that tinmeframe the parties are encouraged to do
additional exploration work, driving the property closer and
cl oser toward devel opnent and producti on.

2:46: 35 PM

MR. BARRON addressed what happens if there is a failure at
either the license period or the | ease period, a failure neaning
that nothing is found or nothing worth continuing the work is
f ound. On the license side, the property is just returned to
the state. On the lease side, if work is not done the property
is returned to the state after the |ease period. If there is a
success - soneone drills a discovery well and proves hydrocarbon
and proves closure - a unit is then fornmed, which is done in
conjunction with the Departnent of Natural Resources (DNR)
Formng a wunit secures the land for an additional term
typically five years, unless the property is developed and
producing and then it is on wuntil the property no |onger
produces hydrocar bon. He said the reason he wanted to nmake the
di stinctions between a license, a lease, and a unit, is because
there are very definite tinmeframes, processes, and procedures
that the state follows for everyone's protection in terns of the
property, the land, and the resource devel opnent.
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MR. BARRON, regarding the proposed | anguage he has seen to date,
said he thinks that the credits need to be for state |ands and
probably for Native land as well. Federal property is a whole
different issue. He maintained that properties for this type of
tax credit should exclude the lands that are currently in the
area-wi de |ease sale because those areas already have a very
robust process, credits, tax prograns, and so forth. He said
his understanding of HB 276 is that it is intended to encourage
exploration activities in areas that have never really been
expl ored before.

2:49:16 PM
COCHAIR FEIGE, in regard to including Native corporation |ands

along wth state |ands, asked how Al aska Mental Health Trust
| ands and private m neral hol dings shoul d be handl ed.

MR. BARRON replied he would have to give that nore thought. In
concept, they could be rolled in in the same manner. There are
sone subtleties relative to Native |and, he added. At this

juncture there would need to be some very clear definition of
the acquisition of information and data and sharing that data
either to the state or publicly. Right now that is not the
typical format for Native land exploration; that information is
typically not nade public. So, that would have to be adjusted
in some manner if the intent is to encourage exploration and the
intent is for the state to gain data and then share that data
with other parties.

2:50: 20 PM
CO-CHAIR FEIGE inquired what an appropriate tineframe would be
for release of that data when noving from an exploration |icense

to a | ease.

MR. BARRON said that in a license a single group has exclusivity

for 10 years. Having that data nade available before then is
really of no value to anybody, unless for the securing of those
credits the party agrees that the license term be shortened.

For exanple, if the statute reads that to be eligible for the
credit seismc data is released to the public in four years,
then the license term should also be truncated al ong those |ines
for the reason being that people would want to be able to use
that data to encourage nore exploration. If the license is
truncated, then there needs to be an inmmediate nobve toward
| easing of that area for the protection of the party that did
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t he work. There needs to be a strike of balance between
rel easing the data and ensuring that the parties that have taken
a risk are also balanced with their ability to retain rights to
do nore exploration during the | easing program

CO- CHAIR FEIGE understood M. Barron to be saying that if a
party is given four years for an exploration |icense, then that
party should have first rights on |eases before the expiration
and before the data is nmade public.

MR. BARRON answered that that would be one way to |l ook at it.
2:52: 36 PM

CO CHAI R SEATON recol lected that in testinony the other day the
party with the license said that it did not mnd releasing the
data early because it had the license. He asked whether M.
Barron has a different position.

MR. BARRON replied not necessarily. The party that made that
claim mght have that opinion; another party mght have an
i ssue. He said he does not have a counter opinion.
Intuitively, if a party has a 10-year license and that |icense
is then rolled to a lease, at which tine the party has another
10 years, releasing the data probably does no harm However,
there is the question that if there are areas wthin that
general area where seismc data is secured by one party, another
party mght interpret that data differently or see sonething
that the first party did not see or understand. So, there is a
balance in terns of when the data is mnade public and the
uni nt ended consequences to a player that strode up first.

CO- CHAI R SEATON commented that the state is heavily investing in
that project because it wants to get devel opnent and that m ght
hel p get devel opnent that is outside of the |eased or I|icensed
area. It would be a choice that the party applying to the state
for the credit could make.

MR. BARRON agreed that that would be their choice.

2:54:43 PM

REPRESENTATI VE FOSTER noted that the commttee is also |ooking
at the possibility of whether a tenplate could be set up so that
this could be applied to other basins in addition to Nenana

Basi n. He related that there has been sone interest in
including credits for Kotzebue Basin and Norton Sound Basin. He
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related that M. Bob Swenson of the Division of Geological &
Ceophysical Surveys said that there is nothing significant
enough for even local use and this would nean having to |ook to
of fshore. He asked how far out the federal offshore waters are.

MR. BARRON responded that state water is up to three mles.

REPRESENTATI VE FOSTER requested M. Barron to expand on possible
options for encouraging exploration in federal waters.

MR. BARRON answered that the federal outer continental shelf
(OCS) programis a programall to its ow and he would have to
think about how to involve state credits in a federal program
where there are not the same nechanisns for return of the
state's investnent.

2:56: 35 PM

REPRESENTATI VE MUNOQZ inquired whether M. Barron thinks the
approach of legislating one basin at a tinme is best or should a
bill like this be a tenplate.

MR. BARRON replied the conundrumis that having a tenplate is a
good idea, but trying to figure out where to target those in
specific areas mght actually be a deferral of the activity.
Even though there are some reasonably good ideas for guiding the
state in terns of where those areas should be, having it one
step at a tinme mght actually encourage the exploration rather
than delay it, whereas it is delayed because it had to be
t hought about too nuch. Areas that are known m ght be included
early and as nore is |l earned prograns coul d be added.

2:57:59 PM

CO CHAIR FEI GE presented a hypothetical exanple of incentivizing
a seismc job where sonething promsing is found, an exploratory
well is then drilled, and then another to delineate a find, and
sonething is found that is potentially devel opable. The party
goes through the process of wells, facilities, transportation of
the product to market and now the party is maki ng noney. By way
of subsidization the state has invested a significant dollar

anpunt at this point. He asked whether it would be seen as an
incentive or disincentive that the party taking the credits is
obligated to pay back a certain amunt until the state's

i nvestnent is paid back.
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MR. BARRON responded that the payback requirenent 1is very
typical of what is in the Cook Inlet sale. He said he does not

know that he would neke any adjustnent. I n phil osophy, what
[the conmittee] is trying do is reasonable, just as the current
Cook Inlet bill is reasonable in asking for that return

CO- CHAIR FEIGE inquired whether, in addition to the jack-up rig,
there are other payback requirenents in other parts of that
particul ar body of |aw.

MR. BARRON said not that he recalls, but he would defer to the
Depart ment of Revenue to provide a nore clear response.

3:00: 19 PM

CO- CHAIR FEIGE, at the request of Co-Chair Seaton, related that
the co-chairs have discussed that these projects are essentially
broken into phases: data collection, exploratory well,
production, and comercialization. As a prerequisite for
receiving a state subsidy the co-chairs feel it is appropriate
in between each of these phases for the Department of Natura
Resources and all its divisions to have sonme say as a check and
bal ance, rather than rash comercialization wutilizing state
noney. He asked whether M. Barron feels the departnent can
handl e that and has the expertise to handle that or would it
need to be contracted out. He further asked whether M. Barron
thinks that that woul d be an appropriate nechani sm

MR. BARRON replied that right now he wll not necessarily
address the manpower requirenents and whether the departnent
woul d do that in-house or contract it out. He said he thinks

that having that pre-qualification neeting and setting the
standards of |ocation and direction and goals and objectives is
very critical in this process. It is very inportant for the
state, if it is going to be issuing these credits, to have that
di scussion up front and early and everybody agree with what the
targets are.

[HB 276 was hel d over. ]
3:02: 44 PM
ADJ OURNMENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 3:03 p. m
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