ALASKA STATE LEG SLATURE
SENATE RESOURCES COWM TTEE
March 21, 2001
3:48 p. m

MVEMBERS PRESENT

Senat or John Torgerson, Chair
Senator Rick Halford

Senat or Pete Kelly

Senat or Robi n Tayl or

Senator Kim Elton

Senat or Ceor gi anna Lincoln

VEMBERS ABSENT
Senator Drue Pearce, Vice Chair
COW TTEE CALENDAR

SENATE BI LL NO. 125
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reservation of oil, gas, mneral, material, or related interests,
addressing the determ nation of the form anount, and security of
the surety bond determ ned by the director of |lands to secure the
| andowner paynent for danages, directing preparation of notice to
t he | andowner for subsurface activities on the |and, and setting
a limtation on actions against a | andowner resulting fromentry
upon | and under the state reservation of interests.”

HEARD AND HELD

SENATE BI LL NO. 140
"An Act relating to regulation and licensing of certain water-
power devel opnment projects.”

HEARD AND HELD

SENATE BI LL NO. 24
"An Act giving notice of and approving the entry into, and the
i ssuance of certificates of participation for, a | ease-purchase
agreenent for a seafood and food safety |aboratory facility; and
providing for an effective date."”
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PREVI QUS COW TTEE ACTI ON

SB 125 - See Resources m nutes dated 3/16/01.
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SB 140 - No previous action to record.
SB 24 - See State Affairs mnutes dated 2/13/01.
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Al aska Village Electric Cooperative
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1016 W6th Ave.
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M. Eric Yould, Executive Director

Al aska Rural Electric Cooperative Association
703 W Tudor Rd.

Anchor age AK 99524

PCSI TI ON STATEMENT: Supported SB 140.

Ms. Janice Adair, Director
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555 Cordova St.
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POSI TI ON STATEMENT: Supported SB 24.

Ms. Julie Decker, Executive Director

Sout heast Al aska Regi onal Dive Fisheries Association
W angel | AK 99929
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ACTI ON NARRATI VE
TAPE 01-23, SIDE A
Number 001

#SB125

SB 125- LAND ENTRY UNDER STATE RESERVATI ON OF RT.

CHAI RVAN JOHN TORGERSON called the Senate Resources Conmittee
neeting to order at 3:48 p.m and announced SB 125 to be up for
consideration. He explained that it sets up procedures to handl e
damage to | and owners’ property.

SENATOR HALFORD said that his intern, Al ex Kopperud, has |ong-term

roots in the Mat-Su Valley and cane up with this situation, which
concerns the way the state deals with subsurface values as they

SENATE RES COW TTEE - 3- March 21, 2001



apply to surface values. He explained, "It is clear the subsurface
estate is paramobunt in the mneral values that are |eased and
devel oped, but when you get to nmajor activities and you find that
the surface estate is nuch nore developed, as it is in the Mat
Valley now and as it is in the Kenai Peninsula, you start to get
potential conflicts. The preference for subsurface values isn't
W thout Iimtation."

He noted this bill tries to put those [imtations on the table. It
deals with the questions of damage to the surface estate, of what
the legal authorities are between surface and subsurface owners, of
notice and how it's provided, of how danages are assessed, and of /
how bonds are dealt wth.

SENATOR HALFORD said, "It has raised quite a bit of objection from
sonme of our friends in the subsurface industry.. | think sonme of
those objections are reasonable.” The surface estate, in sone
cases, has been substantially abused by the owners of the
subsurface estate. He thought the issue would get bigger in the
future

MR ALEX KOPPERUD, staff to Senator Hal ford, explained that Section
1 makes stylistic changes to AS 38.05.130. Section 2 prescribes a
definition of danmages, which comes fromthe nodel Surface Use and
M neral Devel opnent Accommodati on Act fromthe National Conference
of Conmm ssioners on Uniform State Laws in 1990.

MR. KOPPERUD explained that there are two primary areas in the
definition of damage: (1) loss of or injury to the value of the
owner's property, inprovenments or personality; or (2) interference
with or interruption of the owner's access to or use of the
property or inprovenents. The bill provides the neans to neasure
those two definitions of danages in (d), which attenpts to provide
a neani ngful renmedy for subsurface |essee and surface owner, by
trying to provide a reasonable deterrent that says before you enter
surface estate, you should really conply with AS 38.05. 130, settle
t he danmages up front with the owner and, if you can't do that, post
a surety bond.

MR. KOPPERUD expl ai ned that the danmages in Mat-Su were laid out by
the Al aska Supreme Court in a simlar case regarding this issue in
Hays vs. AG Associ ates. Subsection (2)(a) and (b) gives the surface
owner the option of pursuing the |essee for punitive damages.
Subsection (e) provides recognition that the surface owner and a
subsurface | essee are allowed to cone to a different neasure of
danmages and agree on it by thensel ves. Subsection (f) describes the
bond to be either the assessed value of the entire parcel or
$100, 000. Currently, DNR takes the assessed value of the property,
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identifies the areas that will be inpacted and uses the val ue of
that. The assunption is that all portions of the property are worth
the sane. There is a problem wth that rationale in the Mat-Su
Vall ey where it's not uncommon to have a 10-acre parcel of record
and find that only one or two acres are really devel opable. If, for
some reason, the subsurface | essee chooses to enter onto those one
or two acres, those are the nost valuable acres in the entire
par cel

The | essee needs sone kind of reasonable assurance that they are
going to have enough roomto take on the matter and cover the costs
that may go as far as the Superior Court. MR KOPPERUD said that
typically, you don't get bond noney just by asking for it. $100, 000
is what they determined to be the m ninum [bond anobunt] necessary
to take the issue seriously. Sone areas don't have an assessed
val ue and those are determined on page 4, |line 6. Sone boroughs
have cycles for assessed values and a property owner has the room
to get an apprai sal done. The basic liability provision in (g) says
that a surface owner should not be liable for the actions of a
subsurface | essee.

MR. KOPPERUD said that Section 3, page 4, contains the notice
provi sions. He explained that he has found that not every one
understands the law in Al aska and many people don't know that they
are even entitled to discuss danages with a subsurface | essee. As a
surface owner, one needs to know what kind of damages to expect and
that is covered in this section

Nunmber 1000

SENATOR ELTON said he was concerned that the words "inmmediately
preceding the entry" on page 2, lines 29 and 30, may not cover the
situation of a summer cabin or Boy Scout canp use.

MR. KOPPERUD agreed and said he thought that |anguage could be
del i neat ed further.

MR. MARK MEYERS, Director, Division of Gl and Gas, DNR said that
oil and gas and mning activities are increasing in areas wth
significant private surface ownership. This is particularly true in
the Mat-Su Valley. DNR estimates that about 75 percent of the
approxi mately 300 outstanding shallow gas |eases have privately
hel d surface estates. He said that M. Bill Van Dyke, as hearing
officer, has dealt directly with these issues. He turned the
di scussion over to him

MR BILL VAN DYKE, Petroleum Manager, Division of G| and Gas, DNR
said his home is subject to a mneral reservation simlar to what's
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described in SB 125, so he is aware of the potential conflicts that
can arise. He noted that M. Meyers and M. Loeffler [wote] nenos
with comments on the issue and proposed anendnents, which woul d
reduce the cost of inplenenting the bill. The fiscal note reflects
the costs that would occur if the bill is enacted as currently
witten. He said DNR does not have to issue a | ease or |icense for
sonmeone to shoot seismc operations. He explained that once an
agreenent has been reached or a bond has been set, the mnera
devel oper can enter onto the private surface.

Under existing law, DNRis not the body that ultimately determ nes
damages; that would be done in court. DNR believes that is where
the authority should stay. The owner of the subsurface estate has
the right, with some imtations, to enter onto sone privately held
surface to explore and develop the underlying mnerals. This
concept is pretty foreign to people in the Mat-Su Vall ey, although
it is common practice in the Lower 48. He stated, "All the mnera
reservations are in the people's deeds and they really do nean
sonmet hing." The surface owner is entitled to damages, if danages do
occur, but defining those danmages through | egislation or regul ation
will start DNR "down a slippery slope.™

MR. VAN DYKE said he didn't think that any state had actually
adopted the nodel act that M. Kopperud had tal ked about. They have
found that just occupying uninproved land with a drill rig usually
does not constitute damages. He noted, "It's not what a surface
owner wants to hear, but it's the law and it's the practice in
other jurisdictions.” He said that one has to proceed with caution
when giving either the surface owner or the mneral owner nore
ri ghts, because you can't give one party rights wi thout taking sone

rights away from the other. He advised, "In this case they are
di scussing the state's mneral estate and we do derive substanti al
value from that mneral estate.”" He thought expanding the

definition of damages to be too inflexible would inpose an
addi ti onal burden upon the subsurface owner or their agents.

MR. VAN DYKE highlighted three points in his neno.

e A $100,000 [bond] is too high because it uses a one-size-fits-
al | approach. He proposed a tiered approach that also reflects
the differences between mning and drilling for oil and gas.

 This bill would cover seismc operations so a $100, 000 [ bond]
to wal k on someone’s property is too high. There are hundreds
of properties in a given seismc survey. They don't think that
certain activities require a bond at all, Iike surveying
activities.

e They also believe the |essee should be required to notify
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sur face owners.

He said their proposal takes nore of a "neat cleaver" approach to
the defining damages section. This is the point at which the
surface owner can't be conpensated w thout taking sonmething from
t he subsurface owner or vice versa. He didn't think either one of
those actions were justified. He gave an exanple of a | essee who is
not supposed to work between the hours of 10 p.m and 6 a.m, but
gets in the mddle of cenenting casings and can't get it done by 10
p.m The | essee would then be subject to punitive damage cl ains.
DNR does not think that should happen. It's a perceived value
guestion. He maintained:

Entry by a mineral developer on to any privately held
surface estate is going to be a traumatic experience for
the surface owner. W try to nmke that experience
understandable and trouble-free. The surface owner
regardl ess of whether you follow existing |aw or the | aw
that would be in place if this bill is enacted, the owner
is still not going to be happy. That issue we have to
wor k through. Mneral reservations are real and they're
bi nding and the state derives substantial revenue from
those mneral reservations. W hope to be able to work
with Senator Halford and the commttee to craft solutions
that wll work for all parties involved.

Nunber 1700

SENATOR TAYLOR said it seened to himthat Al askans are in a very
difficult position with the reservation of subsurface rights as
conpared to the citizens of Cklahoma, Louisiana, Georgia and Texas
or any citizens of this state who nmay have received patented title
to their lands prior to statehood, who may very well own their
subsurface rights. He noted, "Apparently, if you go on a person's
property in Texas and want to drill for oil under his land, you
enter into an agreenent with himon how much you' re going to give
himas far as a royalty comng out of his land.” He bet there isn't
much of a problemw th surface owners in Texas, because they get a
piece of the sanme action. However, in the Mit-Su Valley, a
devel oper can run roughshod over the owner; the devel oper doesn't
have to tell the owner a thing about what is taken out of the
ground underneath his house or his property. He naintained, "He
gets no interest init. So his only concern then is the inpact and
ef fect upon his surface estate. | can certainly understand how t hat
conflict is not only continued, but as we sell nore state | and and
as we expand and ask the industries to expand both in m neral and
oil and gas developnent, we're going to be setting up those
additional conflicts and the state is going to be the person
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sitting at the table getting a piece of the action while the hone
owner gets run off the property.” He didn't think an oil conpany
woul d be encountering these problens if it was talking to the
| andowner about giving them 10 percent.

SENATOR ELTON asked how the |essee is supposed to notify the
surface | andowner and whether that is part of the |lease or |icense
agreenent with the |[essee. He questioned whether they are
conpelled to notify by sonme ot her nmeans or nethod.

MR. VAN DYKE answered that AS 38.05.130 and provisions in the
| eases require notification. He said,"W won't issue a permt until
we know t hose notifications have been nade."

SENATOR TAYLOR asked about the formof notification: how nmany days
prior to the issuance of the permt it is required; whether
notification nust be sent via certified mail or whether a notice is
pl aced i n the newspaper.

MR. VAN DYKE answered, "Right now it is the responsibility of the
person who is going to do the seismc operations or the drilling
activity to notify the owners. W would require sone sort of
certification or notice that all those notifications have been
made. If a surface agreenent has been entered into, we could have a
hearing to post a bond, if they don't have a damages agreenent or
surface use agreenent.”

SENATOR TAYLOR asked what a state agency does when soneone doesn't
conpl y.

MR. VAN DYKE replied that in the Valley they had an instance where
two people had the sane nane and the wong person got notified. A
second i nstance was a surface agreenent that was entered into, but
there was a di sagreenent about what that surface agreenent neant
and in that case, they don't bond after the fact.

SENATOR TAYLOR said the departnent said it is the responsibility of
the permt applicant to provide notice to the | andowner. He asked
if DNRrequires that it receive a copy of a particular form

MR. VAN DYKE replied, "No. The proof would be either a surface
entry agreenent or having a bond hearing. The notice has to get
done one way or the other in order to get to the next step, but we
don't have a specific procedure right now on notice."

Number 1900

SENATOR HALFORD said he thought an exenption for seismc or
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di m ni nous activity nakes sense.

MR. LOEFLER, Director, D vision of Mning, Land and Water, DNR
told nmenbers the division has experience working wth mneral
val ues on shales and subsurface and surface. In nost cases, the
di vi sion expects to work with a borough, although in sone cases it
is a private devel oper. He thought the bill worked quite well, but
his meno | aid out his three significant conments.

MR. LOEFFLER said if the legislature decides to require notice for
di m ni mous activities, DNR had an instance in which a surface owner
got notice that a subsurface owner was going to do exploration. The
surface owner either went or threatened to go stake it hinself,
whi ch woul d deprive the subsurface owner access to the mnerals. He
t hought a $100, 000 bond woul d be too nuch for any realistic placer
operator. He also thought the Division of Land and Water had a
regul ati on procedure that works reasonably well for split estate
situations. He said for the nost part, the bill is consistent with
that, but the Dy vision does require the developer to nake the
cont act.

SENATOR LI NCOLN said that M. Loeffler and M. Meyer's neno nade
sense to her and asked if the sponsor was going to work with the
different divisions to address sonme of their concerns.

SENATOR HALFORD responded that the criticisms were well taken. He
suggested, with regard to prospecting and mneral activities, they
mght want to sinply require a notice provision and no bonding
provision. He stated, "This is a case where one side of the
equation is traditionally a giant and the other side of the
equation is a very snall property owner. So you' ve got to try and
bal ance that as best you can. Yes, | intend to work with the
departments, because nost of their criticismis pretty well taken."

SENATOR TAYLOR asked, under conveyances with land clainms, if the
subsurface fell within a category where they had to be shared with
the other corporations. He asked if the subsurface is conveyed
t hen.

MR HALFORD responded that the profits of the subsurface are shared
bet ween regional corporations, but the regional corporations own
subsurface under |and owned by the village corporations. So they
al so have a split ownership and may have a split in terns of what
they want to do with it.

SENATOR TAYLOR sai d he understood the dispute as to the utilization

of the land, but he asked if that |andownership got its mnera
rights. He asked, “So if you're going to drill for gas underneath a
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certain village's property, do they have the rights to that and
it's just a dispute as to how that was going to be divvied up?”

SENATOR HALFORD responded, "That 44 mllion acres included m neral
rights, as did federal transfers before statehood."”

SENATOR LI NCON added, "To the regional corporations.”

SENATOR TAYLOR said that wouldn't be a problem on their |and
because they were going to negotiate it probably.

SENATOR HALFORD responded, "Probably."

MR. JOHN RODDA said he is the son of a property owner in the Big
Lake area. He told nenbers, "Sonething has to be done to protect
us. We honesteaded on this property 45 years ago. Qur intent from
t he begi nning was that our property held our famly's future.” He
t hought the issue boiled down to lack of interest in a surface
owner's rights beginning with a lack of notice when a subsurface
| ease is offered. He asked if a subsurface |lease is offered to the
surface owner or whether it is only offered to oil, gas and m nera

devel opers.

MR RODDA said he had been dealing with two separate operations for
10 years: an ARCO oil exploration process (the | ease has expired);
and with Ocean Energy that has a gas exploration operation. He
poi nted out, "Once there has been an approved plan, the plans do
not al ways get adhered to." He noted a buried waste reserve pit on
his property about 100 ft fromBig Lake Road is about 1/3 the size
of a soccer field and six to eight feet thick m xed with concrete.
He said DEC permtted that without his famly' s know edge.

MR. RODDA said the owner needs to have the opportunity to object
before a full and conplete plan is approved. Modifications need to
be disclosed and the opportunity to concur or object to those
nodi fications shoul d be provided.

TAPE 01-23, SIDE B

MR. RODDA said a solution to specifically address the damages that
can't be seen needs to be found. He noted that conplaints and
|l etters need to be addressed in a tinely manner. He noted he hadn't
recei ved any decision fromM. Van Dyke on a bond hearing that had
been held 10 nonths ago. Also, M. Rodda said he has to appear at
his own cost to defend his position. He said he also paid for 68
pages of transcription and nonitoring of the site since it is not
secured. When the gate protecting the entrance to his property was
torn down, it took a phone call fromhimto Matt Rai der, who works
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for M. Van Dyke, to get Ccean Energy to fix it. He remarked,
"That repair constituted taking a piece of cable and wapping it
around the poles and leaving it hanging there in another dangerous
situation.”

He said that M. Van Dyke knows about the gate, the problenms with
the waste, the unevenness on the |land and the unsafe condition. H's
fam |y has spent hundreds of hours to protect the property that has
been theirs for 45 years.

CHAI RVAN TORGERSON said he thought the Division of Gl and Gas
should give M. Rodda a call and, "get sone of this stuff worked
out." He announced that they would hold the bill so Senator Hal ford
could work on it.

#

#SB140
SB 140- SVALL WATER- PONER DEVELOPMENT PRQJECTS

CHAI RVAN TORGERSON announced SB 140 to be up for consideration

MR. DARW N PETERSON, staff to Senator Torgerson, said in Novenber
2000, Congress approved | egislation extending prograns under the
Federal Energy Policy and Conservation Act. Title V of this Act,
Public Law 106-469, was proposed by Senator Mirkowski and transfers
licensing and regulatory authority over small hydroelectric
projects to the state in Alaska only. The enabling federal
| egi sl ation applies to hydro-projects of 5,000 kilowatts or |ess.
Before Al aska can acquire jurisdiction from the Federal Energy
Regul atory Comm ssion (FERC), the |legislature nust adopt this
| egi sl ati on and the Governor nust submt a programto FERC. As the
bill is <currently drafted, RCA would be the state agency
responsible for regulating these small hydro-projects. Al the
current environnental, cultural and resource protections required
under federal |aw nust be contained in the state program This
| egislation will not preenpt those protections in any way. The
small hydro-projects that would not be eligible for state
jurisdiction are those |ocated on Indian reservations, such as
Met | akatla, conservation units as identified in ANILCA, and rivers
designated as wild and scenic.

SENATOR TAYLOR asked if the state nmust require sonething simlar to
what the federal |aw requires.

MR. PETERSON answered that is correct.

SENATOR TAYLOR asked who has primacy in nmaking the ultimate
deci si on on recommendati ons.
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MR PETERSON answered that FERC has veto power. RCA woul d take over
the role that FERC plays right now.

SENATOR ELTON said he thought another |ogical place for these
decisions would be in the Al aska Power Authority (APA) in the
Al aska I ndustrial Devel opnent and Export Authority (Al DEA).

MR BRIAN OVANN, Sitka Electric Departnent, said that Sitka doesn’'t
have any power projects of 5 negawatts or |ess, but is in support
of SB 140.

MR. BRENT PETRIE, Al aska Village Electric Cooperative (AVEC), said
AVEC supports the bill and has one project that is less than 5
nmegawatts. That project is on federal land, so this bill wouldn't
apply to it. He suggested the commttee consider the Departnent of
Nat ural Resources Water Use Act be the relevant place for this
pur pose.

CHAI RMAN TORCGERSON expl ai ned that the reason he decided to put the
authority with the RCA is because that is Al aska's equivalency to
FERC.

M5. NAN THOMPSON, Director, RCA, explained that this bill is
supposed to nake the processing of |icensing hydro-projects sinpler
and the regulations nore applicable to Al aska. She has talked to
FERC and she is confident that the process can be streamined and
made nore applicable to the State of Al aska. Her agency isn't
| ooking for work, but the RCA can do it if the legislature so
desires.

M5. THOWSON expl ained that the first task for the agency that gets
this authority would be to draft regulations. The RCA has a
regul ati ons manager at the agency who coul d assunme responsibility
for that project. She thought SB 140 was a good bill in terns of
devel opnment of alternative energy sources in Alaska, an issue the
RCA faces reqgularly. Any process that would allow for nore
appropriately sized hydro-projects in small comunities and
delivers alternate sources of power is a good project in Al aska.

MR ERIC YOULD, Executive Drector, Alaska Rural Electric
Cooperative Association (ARECA), stated support for SB 140. He
t hanked Senator Murkowski for getting this bill through Congress.
He said the federal process for licensing even snmall projects is a
very cunbersone one and is generally a one-size-fits-all approach

FERC has tried to streamine its process for small projects, but at
the state level it hasn't been hel pful.
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He expl ained that recently A aska Power and Tel ephone devel oped the
Bl ack Bear Hydropower project in Southeast Al aska. It took them
seven years to get permtted and processed through FERC and cost
$1.2 million. They built the project in one year at a cost of $10
mllion. The Skagway CGoat Lake project of 4 nmegawatts, which would
also fit under the purview of this program took five years to get
permtted and licensed for $1 mllion and it took one year to
construct the project for $10 million. He stated, "This is what it
takes to get projects permtted in this day and age. | can tell you
at the federal level it's becom ng nore cunbersone daily."

MR. YOULD said the RCA does a good job of regulating and providing
rate review of utilities, but he didn't think it has the technica

staff this would require. He suggested using other agencies |ike
the Departnent of Transportation and Public Facilities, because it
works on permts, has engineers and devel ops projects such as
t hese. Al DEA was suggested, although it is a devel opi ng agency t hat
m ght actually be devel oping the hydro projects it would permt. He
hi ghl y recommended DNR because it is already in the water resource
busi ness, allocating water to users across the state. DNR is
famliar with water conveyance systens and admi nisters the dam
safety progranms throughout the state, which neans it has certain
expertise to look at dam stability. DNR would be know edgeabl e
about earthquake standards the projects will be designed for and
its hydrol ogists would be able to | ook at probabl e maxi num fl oods.

RCA woul d have to hire staff to adm nister the program

MR. YOULD said if the State of Al aska takes over permtting, he
hoped the devel opnent of these small projects would accel erate.
Al aska has one-third of the untapped hydropower potential of the
United States. It is very expensive to develop on a community-by-
comunity basis.

He nmentioned if the permt process is slower under the state's
authority, he would like the authority to go back to FERC. He
suggested inserting a clause that would nmake it optional for the
utilities to get their projects permtted through the federal
governnent or the state governnent.

CHAI RVAN TORGERSON asked if he thought an agency shoul d have the
power that FERC has to stop a project.

MR YOULD answered that the agency can't supercede any federal |aws
that are in place. Wth issues of judgnents the agencies should
have the ability to work with the Corps of Engineers to cone up
with a solution. He didn't think the state would ever have veto
power over a federal agency.
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CHAI RMAN TORGERSON asked if that was true within FERC.

MR. YOULD replied that they would work within the framework of
existing laws and when there are issues of judgnent, they have veto
power. He presunmed our state agency woul d have the sanme powers.

SENATOR TAYLOR said it appears to him this comm ssion has the
di scretion to decide how to protect energy conservation, mtigation
of damage to salnon streanms and protection of recreational
opportunities. He expressed concern that jurisdiction for
enforcenment of this law falls within our state courts and Al aska
courts still provide that if a person files a lawsuit and fails to
succeed, damages can be awarded agai nst that person

CHAI RVAN TORGERSON asked if any projects are underway right now.

MR YOULD replied Add Harbor is an existing project and a nunber of
projects would be com ng al ong.

CHAI RVAN TORGERSON suggested doing a pilot project and putting a

sunset date on the bill. He said he would hold the bill and asked
the commttee to think about it.

#

#SB24

SB  24-LEG S APPROVAL OF SEAFOCD/ FOOD SAFETY LAB

CHAI RVAN TORGERSON announced SB 24 to be up for consideration.

M5. JANICE ADAIR Director, Division of Environnental Health,
Departnment of Environnmental Conservation (DEC), explained this bil
woul d authorize the sale of certificates of participation to
construct a new seafood and food safety |aboratory. The lab is in a
30 year-old building and the | ease has expired, although DEC is
exercising two one-year extensions. The building is also up for
sale, but state law prohibits DEC fromentering into another |ong-
term | ease because it requires either a 10 percent reduction in the
| ease rate and ADA conpliance or a 15 percent rate reduction. The
buil ding is ADA conpliant, so DEC would have to get a 15 percent
reduction. DEC currently pays $1.03 per square ft. and the owner is
not interested in a further reduction.

M5. ADAIR explained that this |aboratory does all the paralytic
shel I fish poisoning (PSP) testing and shellfish growi ng water
analysis for shellfish that's comercially grown in the state. It
anal yzes crab for denolic acid, a narine toxin that causes one to
| ose short-term nenory. It tests snoked seafood that has to neet
certain federal requirenents before it can be sold out of state. It
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eval uates dairy products processed in Al aska so those products can
be sold to schools, the mlitary and other facilities that use
federal funds to buy dairy products. The lab also certifies
comercial |aboratories that do drinking water analysis required
under the federal Safe Drinking Water Act.

Wth noney that's been previously appropriated by the |egislature
both in FY 99 and FY 01, MS. ADAIR said, DEC hired a private
consultant to find out the nost cost effective way to replace the
facility. The end result of that work was that the nbst cost
effective approach would be a state-owned facility in a |location
that is centrally located to the different shellfish and seafood
processors who have to use the services of the lab. DEC realizes
there is not one good |ocation. She said DEC | ooked for state-owned
| and to keep the price as |ow as possible and for Iand that was in
close proximty to the Anchorage International Airport, since
seafood is sent to the lab fromall over the state.

M5. ADAIR said DEC has selected a site near Boniface and Tudor,
whi ch has al ready been | evel ed. She stated, "One way or the other,
we have to nove out of the facility that we are in and we want to
bring forward to you the nobst cost effective approach we could
recommend and | believe that is what this bill would do."

CHAl RMVAN TORCGERSON asked nenbers if they had questions about
financing the | ab.

SENATOR TAYLOR asked how far the location is from the new state
crime | ab.

M5. ADAIR answered it is next door to the new public health | ab.

SENATOR TAYLOR asked why the two |abs were not built at the sane
ti me when DEC was asked about it.

M5. ADAIR answered she wi shed the answer had been yes when the
Departnent was asked. She personally was not involved in that
decision and the person who made it is no longer with the
Depart nment .

SENATOR TAYLOR said he heard it didn't happen because of a "turf"
battl e.

SENATOR ELTON said it seened if you took a commtnent of $20
mllion to AIDEA and said the state wants the building ASI is in
that has an exhaust system that is unparalleled, AIDEA mght be
able to cut a deal where [DEC] m ght not have to pay them for 10
years. It is a state-owned buil ding.
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M5. ADAI R responded that has been nentioned at every other neeting.
A brief conversation with Bob Poe indicated that ASI will succeed
and the building will be used for that facility.

SENATOR ELTON asked if they had submtted anything to the Board.

M5. ADAIR answered no, the Board has a conmtnent to the owners of
that facility and to the success of it. At this point there is
nothing to indicate that what they are trying to do won't pan out.
DEC has a tinme commtnent with this |aboratory that doesn't
correlate with theirs.

SENATOR ELTON said he wasn't as confident as sone nenbers of Al DEA
that this is the best thing they can do with the buil ding.

Number 870

SENATOR TAYLOR asked if the public health lab is different than the
Al aska Sci ence and Technol ogy | ab.

M5. ADIAR replied that she wasn't famliar with the Al aska Sci ence
and Technol ogy | ab.

SENATOR TAYLOR said he was trying to figure out how many | abs the
state has. "W have a crine |lab, an ASI |ab and now we're tal king
about another |ab for DEC. "

MS. ADAIR responded that ASI is a privately owned conpany. There
are probably 35 privately owned commercial |aboratories that DEC
certifies for mcrobiological testing of drinking water and nine
that DEC certifies for chem cal testing of drinking water

Nunmber 566

MS. JULI E DECKER, Executive Director, Southeast Al aska Regi ona

D ve Fisheries Association, said they use the lab that is currently
in Palmer for water testing and paralytic shellfish poisoning
testing for the geoduck fishery. They are currently working to
expand this industry, which will increase their use of the |ab.

"While | understand that Palnmer residents would not [ike to |ose
the lab, a nore centrally located lab in Anchorage would be
beneficial to the users. W have a 30-hour tine limt on body
sanples taken from their sites. The transportation tine from
Anchorage to Pal ner sonetines nakes the difference of whether the
sanple gets to the lab in tine or not."

MR, TOM LI VI NGSTON, principal, Livingston Sloan Inc., said he was
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avail able to answer questions on the feasibility study. [No one had
guestions at this tine.]

MR. ROGER PAINTER, Vice President, Alaska Shellfish G owers
Associ ation, supported SB 24. He agreed with Ms. Decker that the
30- hour wi ndow to deal with water quality sanples is a very short
time frame when shipping fromrenote |locations in Prince of Wl es
I sland or Prince WIIliam Sound. They have had a nunber of sanples
fail to nake it to the | ab because of the Pal ner |eg.

MR. PAINTER said it has been difficult to get the results from
tests on geoducks fromPrince of Wales Island in time to ship the
product all the way to China. Their shelf |ife is about three days.
He has had many unfortunate experiences with product arriving in
Chi na dead. They have lost a | ot of noney because of the |ogistics.
He has also visited the lab in Palnmer a couple of tines. It is
extrenely antiquated and definitely needs to be inproved.

MR. PAINTER said he knows there isn't a private lab in the United
States that processes PSP sanples. It's very expensive and
difficult. It would be inpossible to make noney off of processing
those sanples in a private |l ab. He has al so | ooked for alternatives
in the state for processing their water sanples in Juneau, Sitka
and Dutch Harbor. The | abs there can process fresh water sanples
for drinking water, but they can't process marine sanples. Those
have to be done at a |ab approved by FDA and private facilities
don't have that certification

SENATOR LI NCOLN sai d she supports the |egislation, but she al ways
has a problem when they "centralize, centralize, centralize to
Anchorage." She realizes fromtestinony, however, that being close
to the airport is very inportant.

CHAI RVAN TORGERSON said the commttee had | ost the quorum so they

woul d hold the bill and adjourned the neeting at 5:25 pm
#
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