HOUSE FI NANCE COWM TTEE
May 03, 2003
9:10 A M

TAPE HFC 03 — 74, Side A
TAPE HFC 03 - 74, Side B
TAPE HFC 03 - 75, Side A

CALL TO ORDER

Co-Chair Harris called the House Finance Conmttee neeting
to order at 9:10 A M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Bill WIlIlianms, Co-Chair
Representative M ke Chenault

ALSO PRESENT

Representati ve Bet h Kerttul a; Represent ati ve Davi d
Quttenberg; Tim Barry, Staff, Representative Bill WIIians;
Bill Jeffress, Director, Ofice of Project Managenent and

Permtting, Departnent of Natural Resources

PRESENT VI A TELECONFERENCE

Aves Thonpson, Director, Measur enment St andar ds and
Commerci al Vehicle Enforcenent, Departnent of Transportation
& Public Facilities, Anchor age; Marty Rut her f or d,
Consul tant, Departnent of Natural Resources, Anchorage; Pat
Galvin, Petroleum Division of Gl and Gas, Departnent of
Nat ural Resources, Anchorage; Faye Sullivan, Regulatory
Affairs Coordinator, Unocal Al aska, Anchorage; Larry Houl e,
CGeneral Manger, Al aska Support Industry Alliance, Anchorage;
Chuck Degnan, Board Menber, Bering Straits Coastal Resource
Service Area, Unakleet; John Oscar, Coastal Managenent
Program Bering Sea; Judy Brady, Executive Director, Al aska
Ol and Gas Advisory Council (AOCGAC), Anchorage; Larry
Houl e, General WManger, Al aska Support Industry Alliance,
Anchor age; Faye Sullivan, Regulatory Affairs Coordinator,
Unocal Al aska, Anchorage; Bob Shavel son, Executive Director,
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Cook Inlet Keeper Non Profit Organization, Cook Inlet; Nancy
Wai nwri ght, Attorney, Anchorage

SUMVARY

HB 191 An Act relating to the Al aska coastal nanagenent
program and to policies and procedures for
consi st ency revi ews and t he renderi ng of
consi stency determ nations under that program
relating to the functions of coastal resource
service areas; creating an Al aska Coastal Program
Eval uation Council; elimnating the Al aska Coast al
Policy Council; annulling certain regulations
relating to the Al aska coastal nanagenent program
relating to actions based on private nuisance;
relating to zoning within a third class borough
covered by the Al aska coastal nanagenent program
and providing for effective dates.

CS HB 191 (FIN) was reported out of Commttee with
a "no recomendation” and with a zero fiscal note
#1 by the Departnent of Fish and Gane, zero fisca
note #2 by the Departnment of Environnenta
Conservation and a new zero note by the Departnent
of Natural Resources.

HB 280 An Act relating to the regulation of conmmercia
notor vehicles to avoid loss or wthholding of
federal highway noney, and to out-of-service
orders concerning conmmerci al not or  vehi cl es;
anendi ng Rul e 43. 1, Al aska Rul es of
Adm nistration; and providing for an effective
dat e.

CS HB 280 (FIN) was reported out of Commttee with
a "do pass" recommendation and with fiscal note #1
by the Departnent of Adm nistration.

#HB280
HOUSE BI LL NO._ 280

An Act relating to the regulation of comercial notor
vehicles to avoid loss or wthholding of federal
hi ghway noney, and to out-of-service orders concerning
commercial nmotor vehicles; amending Rule 43.1, Al aska
Rul es of Adm nistration; and providing for an effective
dat e.

AVES THOWPSON, (TESTIFIED VIA TELECONFERENCE), DI RECTOR
MEASUREMENT STANDARDS AND COMVERCI AL VEHI CLE ENFORCEMENT,
DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES, ANCHORAGE,
stated that HB 280 would transfer certain authority to
regul ate commercial notor vehicles from the Departnent of
Public Safety to the Departnent of Transportation and Public
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Facilities. The change is needed to avoid |osing federal
hi ghway noney. The bill would also directly anend Rule 43.1
of the Al aska Rules of Adm nistration.

Under current Jlaw, the authority to adopt regulations
regardi ng commercial notor vehicles is divided anongst:

. Department of Administration for licensing of drivers
of commerci al notor vehicles;

. Departnent of Transportation & Public Facilities for
matters relating to conmmer ci al not or vehi cl e
i nspections; and

. Departnent of Public Safety for all nmatters relating to
commerci al notor vehicles.

Under HB 280, the authority to adopt regulations necessary
to avoid |l oss or wthhol ding of federal highway noney woul d
be vested in the Departnent of Transportation & Public
Facilities except for matters that relate to |icensing of
drivers for commercial notor vehicles.

M. Thonpson continued, the bill would correct an oversight
t hat occurred when inplenenting Executive Orders (EOQ 98 and
99 in 1997. EO 98 transferred the responsibility for

commer ci al notor vehicle safety inspections from the
Depart nent of Public Safety to the Departnent of
Transportation & Public Facilities. EO 99 transferred nost
functions related to notor vehicles found in Title 28 from
Depart nent of Public Safety to the Departnent of
Adm nistration. After the issuance of EOs 98 and 99, the
Department of Public Safety retained the authority to adopt
regul ations related to comercial notor vehicles, except for
safety inspections and driver |icensing. HB 280 would
transfer the remaining regulation authority in Departnent of
Public Safety relating to commercial notor vehicles to the
Departnent of Transportation & Public Facilities. The
Department needs the authority to adopt those regulations to
avoid the loss or w thholding of federal funding.

He added t hat t he Feder al Mot or Carrier Saf ety
Adm nistration regulations provide that a State becones
ineligible for basic program or incentive funds under the
Motor Carrier Safety Assistance Programfor failure to adopt
any new regul ation or anendnent to the Federal Mdtor Carrier
Safety Reqgulations (FMCSR) or the Hazardous Materials
Regul ations (HVR) within three years of the effective date.
Since the State’s adoption of federal regulations pertaining
to Di vi si on of Mot or Vehi cl es (DW) oper ati ons,
driver/vehicle safety standards and hazardous nmaterials
transport has not been updated since 1995; Alaska is out of
conpl i ance.

Al aska will receive $685.5 thousand dollars in basic program
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and incentive funds in FYO3. Loss of those funds through
failure to pass the legislation and the subsequent failure
to adopt the current regulations would virtually elimnate
the commercial vehicle safety enforcenent effort in Al aska.

The Al aska Trucking Association (ATA), Teansters Local 959
and the Associ ated CGeneral Contractors of Al aska support the
bill provisions correcting the regul ati on adoption authority
probl ems and supporting the |language in existing statute
The Departnents of Public Safety and Adm nistration also
support the |egislation.

Co-Chair Harris asked if the Teanster's support the bill.
M. Thonpson replied that they do and he noted that he did
not object to Anendnent #1.

Representative Croft MOVED to ADOPT Anendnent #1. (Copy on
File). He stated that the amendnment would provide a title
change on Page 1, Line 3, inserting |anguage "noves
authority for commercial notor vehicle regulation from the
Depart nent of Public Safety to the Departnent of
Transportation & Public Facilities". There being NO
OBJECTI ON, Anmendnent #1 was adopt ed.

Representative Croft inquired why a fix could not have been
acconplished through an Executive Oder rather than a
statutory change. M. Thonpson explained that was an
over si ght.

Representative Foster MOVED to report CS HB 280 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 280 (FIN was reported out of Committee with a "do
pass" recommendation and wth fiscal note #1 by the
Departnent of Adm nistration.

#HB191
HOUSE BILL NO. 191

An Act relating to the Al aska coastal nmanagenent
program and to policies and procedures for consistency
reviews and the rendering of consistency determ nations
under that program relating to the functions of
coastal resource service areas; creating an Al aska
Coastal Program Evaluation Council; elimnating the
Al aska Coast al Policy Council; annulling certain
regulations relating to the Alaska coastal managenent
program relating to actions based on private nuisance;
relating to zoning within a third class borough covered
by the Al aska coastal managenent program and providing
for effective dates.
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Vice-Chair Meyer MWNED to ADOPT work draft #23-GH1069\H,
Kurtz, 5/01/03, as the version of the bill before the
Committee.

Representative Croft OBJECTED. He asked the difference
bet ween the two versions.

MARTY RUTHERFORD, ( TESTI FI ED VI A TELECONFERENCE) ,
CONSULTANT, DEPARTMENT OF NATURAL RESOURCES, ANCHORACE,
explained that there are two differences between the House
Resources commttee substitute and the House Finance
commttee substitute. One is a technical change involving
two parts, Page 15, Section 22, Subsection *“O. The
| anguage clarifies that the new 90-day deadline for
conpleting a review does not apply to the review involving
the Departnent’s disposal of State |land or resources. That
process is detailed in statute and would require a finding.
The finding conbined with other elenents of the consistency
review cannot be acconplished within 90-days. The second
part of the anmendnent provides clarification that the 90-day
time frame would be suspended, not term nated under three
si tuations:

. When an applicant does not adequately respond
within fourteen days in witing after receiving a
request for additional information fromthe agency
that is adopting the consistency review

. When a project applicant requests a del ay.

. Wien a consistency review undergoes an el evation
which is an appeal .

The second difference between the two versions is an
anendnent to satisfy one concern of the coastal districts.
It would require when the district requests, the Departnent
woul d consult wth them to help identify which anmendnents
necessary for plans and local policies in order to neet the
established guidelines. That |anguage is found on Page 23,
Section 47, Lines 28-30.

Representative Croft W THDREW hi s OBJECTI ON

Ms. Rutherford added that a team had been reworking HB 191
attenpting to nmake substantive changes to the original bill
Those changes are included in the House Finance Conmttee
substitute.

She reported that the coastal managenent programis an ol der
program that has not adequately responded to the changes in
the Al aska statutory and regulatory regine. The result is
that existing prograns are often redundant. It is a program
that uses local enforcenent policies that are often a
reiteration of the regulatory agencies permtting standards.
Furthernore, the progranmis consistency review process as
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currently structured is unpredictable and overly broad in
scope and takes too nuch tine.

Ms. Rutherford continued, the statew de standards and the
| ocal enforcenent policies are often vague and subject to
mul tiple interpretations. She noted that the program does
have probl ens, however, the sweeping changes proposed in the
original HB 191 does elimnate many of the fundanental
reasons that Al aska enbraced the coastal nmanagenent program
inthe first place.

During the initial commttee hearings and discussions
regarding HB 191, the Admnistration took to heart the
comments made by the districts, listening to the citizens
statewi de. The comm ttee substitute introduced in the House
Resources Conmittee returned to the basic structure of the
exi sting coastal rmanagenent program Furthernore, that
commttee substitute insures that all federal activities and
activities required at federal and State permts would have
a consistency revi ew.

The commttee substitute insures that the districts retain
their seats at the table, which is inportant when the State
resource agencies are considering resource projects. Wiile
sone of the elenments are retained, the commttee substitute
woul d rmake significant changes to the program The
attenpted balance is retention of the inportant elenents
directing the problem

The House Fi nance Comm ttee substitute i ncl udes
recommendations for elimnation of the Coastal Pol i cy
Council, transferring the duties to the Comm ssioner of the
Departnent of Natural Resources (DNR). It also provides a
sunset provision on the current statew de standards and on
the coastal district plans. Additionally, it mandates that
repl acenent standards and local policy be rewitten to be
cl ear and conci se. It would clarify that |ocal enforcenent
policies may not address a matter that is regulated or
aut hori zed by State or federal |aw unless the policy rel ates
specifically to a matter of |ocal concern. The |egislation
provides inportant clarification on the consistency review
process in order to provide better standards and tinelines.

Ms. Rutherford concluded, the commttee substitute clarifies
that the Departnent of Environnental Conservation (DEC)
permts and authorizations would constitute the consistency
determ nations for activities regulated by that Departnent’s
air and water quality standards. The change woul d insul ate
the coastal nanagenent consistency review process from
del ays associated with sone of Departnent of Environnental
Conservation’s nore conplex permts and authorizations.
That change woul d streaniine the process.
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Ms. Rutherford spoke to the fiscal note. She noted that
there would be sone imediate savings from the coastal
managenent program budget based on Executive O-der 106,
which transfers the functions of the Division of
Governnental Coordination to the Departnent of Natural
Resources. Those savings are realized in the FY0O4 operating
budget as a reduction of $342 thousand dollars in State

general fund nmatch. The reduction would result in the
elimnation of five full tinme positions and one tenporary
posi tion. She added that there would be a significant

effort over the next three years for the Departnent of
Natural Resources to clarify and wupdate the statew de
standards and for the districts to clarify their plans and
poli ci es.

Co- Chai r Harris asked how this wuld affect | ocal
communities controlling their “destiny” with regard to
environnmental quality and | and use.

Ms. Rutherford replied that there is a distinction there
The legislation would renove the local districts ability to
devel op specific enforceable policy. Under the |egislation,
the comunities would not be able to inplenent a | ocal
enforcenment policy to exceed the water quality standard for
the Departnent of Environnental Conservation. Because the
Department of Environnental Conservation air and water
quality standards do not address sone things, in those
areas, the local communities would be able to develop their
own |ocal policy regarding the citings. Wen a Title 29
municipality has a local ordinance permtting functions
linked to air and water quality, the bill would not
elimnate their ability to do that wunder their Title 29
authority. It sinply elimnates their ability to enbed that
in a local enforcenent policy.

Ms. Rutherford addressed |and use. She noted that the bil
indicates that a nunicipality cannot restate a State
standard or regulation, but rather, determ ne an area where
a gap exists.

Representative Croft referenced Sections #11 and #14. He
asked why that | anguage does not exclude any discussion on
air, land and/or water protection. M. Rutherford requested
that M. Glvin respond to that question.

PAT GALVIN, (TESTIFIED VIA TELECONFERENCE), PETROLEUM
DIVISION OF OL AND GAS, DEPARTMENT OF NATURAL RESOURCES
ANCHORAGE, explained that the language in Section 11 refers
to the standards of the program The Coastal Managenent
Program (CMP) has always |ooked to the Departnent of
Environmental Conservation statutes and regulations as
establishing the air, land and water quality standards for
the program and for the nost part, the districts have
referred to those standards. The bill is a product of a
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problem that has existed within the Coastal Managenent
Program based wupon the enbedding of the Departnment of
Envi r onnment al Conservation standards into the Coasta
Managenent consistency requirenents. For the permtting
process, a project could not be found consistent until it
was found by the Departnent of Environnmental Conservation to
neet all their requirenents, resulting in no permts being
i ssued because the State cannot issue permts until the
Departnent finds the projects consistent. The intent of the
| egislation is to separate those two so that the Departnent
of Environnental Conservation permtting process can proceed
at its own pace and the consistency determ nation can be
issued wthout waiting for the Departnent to conplete the
permt.

M. Galvin explained that the question becane how to keep
the standards in place, retaining a reasonabl e process. One
area was to determne if the districts would be able to add
additional criteria to what the Departnent of Environnenta
Conservation regulates. HB 191 indicates that they cannot.
What the Departnent of Environnmental Conservation regul ates
are the State standards, which will apply throughout Al aska.
The districts would not be able to add additiona
requi renents to those specific purposes.

Representative Croft asked if part of the concern was that
the districts would adopt the sanme statutes, however,
interpreting them differently from the Departnent. M.
Glvin replied that the problem was not that the districts
had been interpreting the Departnent of Environnental
Conservation (DEC) standards differently. The problem wth
the standards has been their role in the program HB 191
clarifies that if the State is to allow the DEC permts to
stand for a consistency determnation and if the districts
are allowed to add another requirenent, it would create a
need for two consistency determ nations and two | ocal review
processes during that tineline. The decision was clear that
the Departnment’s permt needs to stand on its own and wth
its own standards and that the districts cannot allow
additional requirenents to those standards.

Representative Croft referenced the sectional analysis, Page
2, regarding coastal districts having enforceable policies
for activities in a project that are not addressed by the
Department of Environmental Conservation standards. He
i nqui red where that authority woul d be defined.

M. Glvin pointed out that in one of the earlier sections,
t he | anguage was changed and nade to specific references to
air, land and water quality. The | anguage was changed to
make specific reference to statutory provisions so not to
presune that air, land and water quality are the exclusive
product of that Departnent. The idea is that only whatever
DEC enbeds into statutory provisions would then establish
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where DEC is regulating. That would preclude the districts
fromgoing into those areas.

Representative Croft thought that constitutional enforcenent
policies for "those purposes” are too broad. A grant of
excl usi ve enforcenent policy jurisdiction is clear; however,
the exception is not yet clear. He asked how that | anguage
would interact with Section 14 and that State |aw could not
adequately address a pl an.

M. @Glvin responded that the intent of Section 14 is to
allow the districts to adopt |ocal enforcenent policies
where the matter is not adequately addressed by State or
federal |aw. Section 11 is specifically designed so that
only the references to those statutes that DEC is actually

regul ati ng. If there is an area that the Departnent
regul ates, then the locals would be able to address them
Regardi ng the | anguage “exclusive enforcenent policies”, if

DEC is regulating an activity then that would be presuned to
be adequately addressed.

REPRESENTATI VE BETH KERTTULA referenced Section 11, the
federal activities and voiced concern regarding that
activity. She asked what would be left if the Departnent of
Envi ronmental Conservation standards had been precluded.
M. Glvin referenced b(2) in conjunction wth Section C

below it. Sub Section © recognizes that in the outer
continental shelf, the review wuld be done by the
Department of Natural Resources (DNR). Since DEC is not

issuing a permt, then they would be |ooking at their
standards making a finding to determne if it neets their
requi renents. In sub Section © DNR would review all other
enforceable policies and wuld then incorporate the
Department of Environnental Conservation finding into the
consi stency revi ew.

Representative Kerttula pointed out that it would be DNR
applying the DEC standards and issuing the consistency
determ nati on based upon that. M. Galvin responded that in
regard to the areas that DEC regqulates, the district would
not have enforceable policies dealing with the activities
that DEC was regul ati ng under Sections 11 & 14. Under those
sections, there could be district policies that relate to
t hose i ssues.

Ms. Rutherford interrupted, noting that there was materi al
regarding the |local enforcenent policies that neet the
requi renents of the conmttee substitute in Section #14.

In reference to an exanple provided by M. @Glvin,
Representative Kerttula comented that |anguage would be
"splitting fine hairs" about what the Departnent of
Envi ronmental Conservation standards are under Section #11
and that it would be a “terrible” area for litigation.
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Representative Kerttul a asked when the policy changes and if
DEC has the exclusive enforceable policy, what would happen
to federal activity in local districts. M. Glvin did not
know the policies referenced by Representative Kerttul a;
however, based upon the description of the policies, he
t hought that they would be allowed under the provisions of
the commttee substitute and that DEC would be |ooking at
the technical evaluation of the review.

Representative Kerttul a asked what woul d happen if the | ocal
muni cipality had been precluded and the Departnent of
Environnental Conservation had a set standard. She asked
how would the local municipality receive a break. M .
Galvin did not understand the presunption that the district
woul d not have any enforceable policy on the issue. He
responded that if it did not, then DEC permtting would be
the determnation of the efficiency and then the permtting
process would nake that determ nation. Ms. Rutherford
pointed out that few districts have decided to expand or
make nore aggressive standards that are currently inposed by
the Departnent’s activities subject to regulation. The only
circunstance found was when a couple districts chose to
require that a containnent area for stored fuel would be at
110% capacity instead of the DEC established standard of
105% I ncluding those regulations in a consistency review
has greatly del ayed the issuance of permts.

Representative Stoltze voiced concern that the handouts
di stributed had not been adequately identified. He stressed
that docunents should indicate from where they are being

di stri but ed. He knew that there would be litigation
resulting from this legislation and that the handouts had
not properly been |abeled. Ms. Rutherford noted the

Adm nistration had provided a one-page synopsis, which
identified only the key conponents of the commttee
substitute, a tinme line of transition to the new program a
chart that conpares the commttee substitute and a sectional
anal ysi s.

TAPE HFC 03 - 74, Side B

Co-Chair Harris asked where the handouts had cone from Ms.
Rut herford responded that the Departnent team whom she
identified earlier, had created them

Representative Joul e asked about the litigation expected to
result from the proposed |egislation. Ms. Rutherford
replied that the Coastal Managenent Program has been rifled
with litigation for the past 15 years. The intent of the
|l egislation is to bring sonme clarity into the statew de
standards and |ocal enforcenent policies so that they are
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not subject to the confusion that currently exists. She
hoped that it would reduce the current anount of litigation.

Representative Joule pointed out that the |egislation would
do-away with the State Policy Counsel and noves those
responsibilities to the Departnent of Natural Resources

Comm ssioner's O fice. He recognized that the issue is a
big concern and should have the citizen's participation and
revi ew. He nentioned all the other boards that review

st andar ds. Representative Joule reiterated that this is a
very inportant area and should be adequately reviewed and
consi der ed.

Representative Joule spoke to the fiscal note. He asked
when district level policy councils becone null and void
would the State continue to help with financial resources
for the transition. He noted that the fiscal note only goes
t hrough FY09 and that there would be a 10-year reeval uation.
He asked if the district councils would receive the State’s
financi al support.

Bl LL JEFFRESS, DI RECTOR, OFFICE OF PRQIECT MANAGEMENT AND
PERM TTI NG DEPARTMENT OF NATURAL RESOURCES, spoke to the
fiscal note. He noted that the intent of the legislation
was to keep the program continuing all its functions and
redirecting the focus to better assist the coastal
districts.

Representative Joul e asked about the reauthorization during
the ten-year tine frane. M. Jeffress responded that the
program continues as long as the federal noney keeps com ng.
It is anticipated that the focus will shift fromwhat it was

in the past to bringing the districts in line with the
purpose of the conmttee substitute and to help guide the
different coastal communities. He did not know how the

federal governnment would continue their financial support.
He thought that the coastal district would need to provide a
hi gher match to continue the sane |evel of service.

Representative Kerttula inquired how the cuts had been
determ ned, how many positions had been lost and if salary
changes were made. M. Jeffress responded that 5 full tine
positions were lost. By noving the programfromthe Ofice

of the Governor, it changed from exenpt to classified
service status. Wth the reclassification, salaries were
adjusted to the sane function equivalent within DNR He

added that there had been an additional set back from cuts
to the State general fund npbney against the grant. Once the
positions are reclassified and the exact salaries are
determ ned, the anount of the match will be nore clear.

JUDY  BRADY, (TESTIFIED VIA TELECONFERENCE) , EXECUTI VE

DI RECTOR, ALASKA QL AND GAS ADVI SORY COUNCIL (AOGAQ),
ANCHORAGE, testified in support of the conmttee substitute.
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She urged that nenbers closely exam ne information. She
asked if it was possible to develop a reliable tineline for
the existing permtting process. Ms. Brady suggested that
Al aska Coastal Managenent Program (ACMP) was the single nost
confusing piece of legislation and that various problens
exist within that program She nmaintained that the proposed
| egislation only addresses sone of the problens. She
pointed out concerns with the permtting process. She
mai nt ai ned that the self-inplenmenting approach was valid in
the State because the lands and environnental |laws are the
nost conprehensive in the country and are designed to fully
protect all the air, water, fish and bird resources.

Ms. Brady stated that the commttee substitute was the first
time that the Legislature referred to enforceable policy and
granting significant authority for the coastal districts.
She di scussed reasons for AOGAC s support of the |egislation
i ncl udi ng:

. | nprovenents in processing tine;

. Elimnating duplication of State and federal |aws;

. Est abl i shing cl ear guidelines of when ACM appli es;

. Recogni zing that DEC water standards were
inherently different and sufficiently protective;

. Requiring enforcenent policies be clear and not
open to interpretation, and

. Stream i ni ng procedures.

She concl uded that Al askans take pride in our conprehensive
environmental regulations and that we should take care that
State, local and federal |aws are consistent and cl ear.

LARRY HOULE, (TESTIFIED VI A TELECONFERENCE), GENERAL MANGER
ALASKA SUPPORT | NDUSTRY ALLI ANCE, ANCHORACE, spoke in
support of the proposed |egislation. The Al aska Coast al
Managenent Program (ACMP) includes the Coastal Consistency
Revi ew Process, which requires all projects located in the
coastal zone to obtain a Consistency Determ nation before
State or federal permts can be issued. Nearly all oil and

gas expl oration, devel opnent, expansion and routine
operations and mai nt enance activates undergo the Consi stency
Revi ew Process. The purpose of the Consistency Review

Process is to assure that projects within the coastal zone
are consistent with State of Alaska and |ocal coastal
district enforceable policies. HB 191 would enforce that.

M. Houle stated that funding for exploration and
devel opment in Al aska faces increasing conpetition and that
nost conpeting projects are closer to markets, require |ess
capital intensive and do not have the challenges faced in
arctic devel opnent. For conpanies to nmke investnent
deci sions, operators need reliable predictions of permtting
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schedul es and requirenments and that, delays and the |ack of
permt certainty, are significant factors, which can
adversely affect the economc viability of a project.

M. Houle noted that given the significant transportation
costs and huge arctic developnment costs, Al aska projects
start out with a huge econom c di sadvant age. Because ACWMP

is integral to the permtting system for oil and gas
operations in the coastal zone, the programis critical to
the efficiency of oil and gas operations. From the

perspective of the contracting conmunity, today’'s ACW
programis the single nost significant deterrent to new oil
and gas devel opnent in the State. The current program puts
the future of oil and gas devel opnent in Al aska at ri sk.

M. Houle concluded that on behalf of the 420 conpany
menbers that make up the Alliance, they encourage the
Fi nance Commttee to approve HB 191.

FAYE SULLIVAN, (TESTIFIED VIA TELECONFERENCE), REGULATORY
AFFAI RS COORDI NATOR, UNOCAL ALASKA, ANCHORAGE, spoke in
support of the commttee substitute. She di scussed
frustrations with the existing permtting process and the
wor k of the Coastal Managenent Program Ms. Sullivan stated
that it is very inportant that the bill pass this session in
order to revitalize the econony in Alaska. She acknow edged
that the |egislation does not answer all problens.

CHUCK DEGNAN, (TESTIFIED VI A TELECONFERENCE), BOARD MEMBER
BERI NG STRAI TS COASTAL RESOURCE SERVI CE AREA, UNALAKLEET,
stated that the Bering Straits Coastal Resource Service Area
Board opposes HB 191. That area is conposed of nineteen
comunities from Shishmaref on the north, Stebbins on the
south, Ganmbell on the west, and Unal akl eet on eastern Norton
Sound. All of the communities are heavily dependent on fish
and other wildlife. Al of the communities are |ocated near
or on the seashore or on a riverbank. For healthy fish and
wildlife, clean air, water, and healthy lands are very
inportant to all the citizens. The Bering Straits Coasta
Managenent Program assists |ocal, State, and federal
officials plan projects that wll be beneficial to al
citizens, including the applicant for a permt.

HB 191 would term nate the Coastal Resource Service Areas.
HB 191 would transfer the Al aska Coastal Managenent Program
to the Departnment of Natural Resources, which would nake the
Al aska Coastal Policy Council subservient to the Departnent
of Natural Resources. The current Al aska Coastal Minagenent
Program is a valuable planning tool for permt reviewers,
applicants, and our citizens. M. Degnan stressed that all
of these communities use vast areas of land and waters to
hunt and fish. The conmmunities oppose HB 191.
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JOHN  OSCAR, (TESTIFIED VIA  TELECONFERENCE) , COASTAL
MANAGEMENT PROGRAM BERI NG SEA, testified in opposition to
the bill. He nmaintained that there is no duplication in the
current process and that each area has varying needs. He
stressed that Anchorage’ s needs should not determ ne other
areas process. M. GOscar discussed his experience in
creating road construction policies for coastal areas, which
did not experience delays. He pointed out that traditiona
governnents had not been present wunder Title 29 and
guestioned Al aska's constitutionality under this bill. The
federal governnment requires equal treatnent in the coasta
comunities. | f coastal areas are not considered in these
decisions, then tribal governnments wll also be excluded.
He pointed out that extensive areas are not Dbeing
represented in this process.

M. GOscar noted that it took five years to wite a plan,

which now is being rewitten in one year. He mai ntai ned
that the bill includes only a voice for the larger
communities, noting that there is no |anguage taking
subsi stence or habitat protection into account. The

vill ages support devel opnent, however, he pointed out that
his village depends upon natural resources of the coastal
ar ea. He enphasi zed that there needs to be nore thorough
pl anni ng and i nvol venent fromthe coastal districts.

BOB SHAVELSON, (TESTIFIED VIA TELECONFERENCE), EXECUTIVE
DI RECTOR, COOK | NLET KEEPER NON PROFI T ORGANI ZATI QN, COK
| NLET, testified in opposition to the commttee substitute.

He commented that the sweeping |anguage of the bill would
underm ne the ability of the |ocal conmunities. State | aw
will consume |ocal planning and there will be no room for
the local areas to shape |ocal decisions. The bill wll
"handcuff" the local conmunities decision-making process.
That will result in bigger governnent at the expense of

| ocal conmmunities.

M. Shavel son pointed out that there have been no facts
indicating the sweeping effect that the bill wll have. He
i nqui red what an unreasonable delay would be. According to
statistics, there has not been one review that has gone over
the tinetable. Currently, there is a reasonable balance
between the permanent function, |local protection and the
State neeting its obligation wunder the constitution to

pronote a bal anced use of resources. He commented on the
hol dup of the fuel pipeline in Anchorage, which resulted
from the Arnmy Corps of Engineers, not the CW. M.

Shavel son stressed that there are no exanpl es of where | ocal
district plans unreasonably held up projects and that it is
| ocal communities and authorities that will have their power
stripped resulting fromthe |egislation.

M. Shavel son addressed the fiscal inpacts and unfunded
mandat es. He believed that the legislation wll place a
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mllion dollar burden on the local communities. Those
communities are currently struggling wth their budgets for
essential school needs, roads and other services. Now, they
are being asked to rewite the plans that they placed tine
and effort into and then submt those plans for review He
projected that every district wuld be faced with severe
econom ¢ problenms while acconplishing that. Addi tionally,
fiscal inpact concerns will be the costs to oversee the
conplete rewite of rules and public hearings. That is not
reflected in the note. The bill creates a significant
change to the program and wll require a conprehensive
environnmental statenment, which needs to be approved. That
work is highly tinme consum ng, conplex endeavor and is an
unaccount ed cost.

M . Shavel son asked when the program change woul d occur. He
enphasi zed that unapproved prograns do not get federal
funding until they are approved. He urged nenbers to take a
prudent approach to the conplexity of this issue.

TAPE HFC 03 - 75, Side A

NANCY WAI NVRI GHT, (TESTIFIED VI A TELECONFERENCE), ATTORNEY,
ANCHORAGE, commented on the |ocal process that the Coast
Policy Council went through in creating their individual
pl ans. Every plan had to go through the Coastal Policy
Council, which had six State and nine | ocal representatives.
Each pl an had unani nous support of the council.

Ms. Wainwight noted that ACMP was created under Governor
Haormond and was the way to get around the bureaucratic
approach inposing the will of the federal governnment on the
State or the State governnment on the |ocals. HB 191 woul d
return the State to the “top-down” approach and woul d | eave
the ultimte decisions to either the Departnent of Natura
Resources or the Departnent of Environnental Conservation as
the policy makers. Not the |ocal areas. She surm sed that
| ocal interests could be negated.

Ms. Wainwight acknow edged that the Committee should not
m nimze the concerns of AOGA regarding problem solving in

del ayed permtting. She stated it would not be best
resolved by inposing a local governnent with an unfounded
mandat e. The concerns with AOCGA could be nmet wth

regul ations that set a specific tine frame for projects.
She under st ood t hat t he Di vi sion of Gover nnent al
Coordi nation (DGC) went through a three-year regulatory
revision process trying to neet sone of the AOGA concerns.
Those regul ati ons cane through in January, 2003.

Ms. Wai nwight concluded that the costs in having a top down
from the Department of Natural Resources & Departnent of
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Envi ronmental Conservation governnment would be trenendous.
| nposing a mandate on the locals to revise their plans w |
be very expensive and the locals wll be asked to bear nore
of the cost burden. On that basis, the Legislature should
allow locals to review their budget and see if they have the
funds to reach the nmandate.

Representative Joule spoke against closing the public
testinony on the bill. He noted that sone people wll be
greatly inpacted by this legislation and that they were
planning on being in Juneau this Mnday norning for a
nmeet i ng.

RECESS: 10: 55 A M
RECONVENE: 11:55 A M

Representative Croft stated that he was not ready to offer
his anendnments at this tinme and enphasized that this
| egislation is “troubling”.

Co-Chair Harris acknow edged concern dealing with the States
| ocal managenent plan and the local’s ability to override
the State agencies. He noted that those issues could be
addressed on the House fl oor.

Representative Foster MOVED to report CS HB 191 (FIN) out of
Committee wth individual recommendations and wth the
acconpanyi ng fiscal notes.

Representative Joule OBJECTED. He requested to hold the

bill until Mnday when the Coastal Policy neeting was
schedul ed. He pointed out that the areas represented by
t hat group wll be substantially inpacted by the
| egi sl ati on. He knew that the bill would be going to the

Senate side and hoped that there woul d be testinony there.

Representative Joul e acknow edged the need for resource and
econom ¢ devel opnent in Al aska; however, the current bill
proposes policy for the coastal communities, which carries
much uncertainty. He pointed out that there are cost issues
and evaluation rewites while the fiscal notes indicate
zero.

Representative Joule rem nded nenbers that testinony had
been given indicating that the legislation could slow down
the delivering of fuel to the Anchorage airport. He
enphasi zed that had not been fromthe invol venent of CMP but
rather, the Arny Corps of Engineers. The Coastal Policy
Council is a vital concern for coastal areas throughout the
State. He objected to noving the bill from Commttee and
doubted that the Senate would be allow ng public process.
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Representative Croft objected to noving the bill on the
grounds of policy and procedures. He enphasized that there
are substantive and |legal issues with the bill. He stated
that he was not capable of dealing with the conplexities of
outcone of passage of this the bill. Del ays were caused
because “the original version was horrible”. There have
been a nunber of hearings on the bill, and the bill keeps
novi ng. He reiterated that the House Finance Conmittee is
not doing proper procedure by sending it out of Commttee.
No one knows the dinensions of this conplicated bill
Regarding policy |Ievel, back up received from the
Adm ni stration indicates that:

“Coastal resource districts could have enforceable
policies that are not addressed by the Departnent of
Envi ronnent al Conservati on standards.”

He advised that the bill states that it is the Departnent of
Environnental Conservation policies that are the exclusive
enforcenent policies for those purposes. “Pur poses” are
broadly defined in the legislation. The Legislature has not
done a good job of articulating where the Departnent of
Envi ronmental Conservation statutes and regul ati ons preenpt
and where they do not. Representative Croft reiterated that
there is no indication in statute where the authority | ays.

Aroll call vote was taken on the notion.

I N FAVOR: Meyer, Stoltze, \Witaker, Foster, Hawker,
Harris
OPPCOSED: Moses, Croft, Joule

Co-Chair WIllians and Representative Chenault were not
present for the vote.

The MOTI ON PASSED (6-3) .

CS HB 191 (FIN was reported out of Committee with a "no
recommendation” and wth a zero fiscal note #1 by the
Department of Fish and Gane, zero fiscal note #2 by the
Departnent of Environnental Conservation and a new zero note
by the Departnent of Natural Resources.

#

ADJ QURNVENT

The neeting was adjourned at 12:07 P. M
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