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CHAI R SCOIT OGAN called the Senate Resources Standing Conmittee
neeting to order at 3:30 p.m Senators Elton, Dyson, Seekins,
Wagoner and Chair Ogan were present. Chair Ogan asked M. Irw n,
commi ssi oner -desi gnee, to address the committee.

MR TOM IRWN, Comm ssioner-designee of the Departnent of
Nat ural Resources (DNR), told nenbers he has been in his current
position since January 17, 2003. He made the followi ng comments
about his phil osophy and the departnent.

Most inportantly, he is a Christian and bases his principles on
his faith. He has been married for 35 years and has two adult
daughters who live in Fairbanks and three Al aska-born
grandchildren. He is a graduate of the Col orado School of M nes,
where he focused on mneral engineering and chemstry. He
expected to work in an "oil patch"™ but got involved in mneral
resource devel opnent early in his career. He stated, "As you get
deeply as involved in mneral resources as | have been, | think
it's really inportant to understand resource is resource and to
nme they all have huge inportance in this state.™

COMWM SSIONER-DESIGNEE  IRWN said he clearly supports the
Governor's position on resource devel opnent . Resource
devel opnment is vital to a strong, healthy, growi ng econony and
necessary to provide a future and hope for Al aska's children and
grandchi | dren. Two  aspects of resource devel opnent are
particularly inmportant. First, a strong econony wll allow
Al aska's youth to work and remain in Al aska. Second, the Al aska
environnent needs to be as special for Alaska's youth as it is
for him He believes that both can be acconplished. He
encour aged everyone to | ook into hi s envi ronnent al
acconpl i shnent s duri ng hi s car eer. He has recei ved a
commendati on from the Nevada Departnment of WIldlife for care and
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concern of Nevada's wildlife resources and a reclamation award
fromthe Al aska Departnent of Fish and Gane.

COW SSIONER-DESIGNEE IRWN said DNR's mssion is clear and
appropriate. DNR is to devel op, conserve, and naxinm ze the use
of Alaska's natural resources consistent wth the public
interest. As conm ssioner of DNR, he is to represent Al askans.
He noted he does not presune to know everything about DNR s
i ssues; the |l earning curve has been straight up.

Hs first effort as conmm ssioner has been to build a team He
said the support he has received from DNR s nanagenent has been
excellent. He has spent hours with Mark Mers, the Director of
the Division of GOl and Gas, reviewing technical and |egal
information. M. Loeffler, the director of the D vision of
M ning, Land and Water, has spent hours preparing papers for him
to get up to speed. He noted that Nico Bus is helping himto
understand the nunbers. He said his approach to the budget is to
| ook at program funding as investing with Iimted dollars. He
plans to | ook at the net present value and the rate of return.

COWM SSI ONER- DESI GNEE | RW N descri bed his managenent priorities
as foll ows.

« Wien looking for team nenbers, integrity is suprene. He
wants his team to be able to look at thenselves in the
mrror every norning and feel okay.

 Hs enployees need to know the information. DNR nakes
critical decisions for the state. Enployees need to anal yze
the data, add scientific and engineering expertise,
understand the situation and make the best decision

possi bl e.
e Teamwork is essential. Team nmenbers need to have direction.
Teamwor k ext ends to t he Legi sl ature. Everyone IS

accountabl e for doing sonething special for Al aska.

e Communi cations - people need to becone better |isteners and
stop thinking about the argunent before hearing all sides.

» Enpl oyees need to have ent husi asm

COW SSIONER-DESIGNEE |RWN said he was recently offered a
pronotion at a conpany that is expanding on a global |evel but
he and his wife could not envision |eaving Alaska. |nstead, he
left the conmpany to stay in Alaska. At that tinme, he never
guessed he would now be sitting before the Legislature. He
believes if one loves their famly and a place and contri butes,
deci sions follow | ogically.
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COWM SSI ONER- DESI GNEE | RW N said he is a strong supporter of the
concept of missions and neasures. He believes it is vital, when
one has limted funds to invest, to prioritize. One has to be
able to nmeasure to judge success. One has to be flexible. The
world is changing at a high rate of speed. One may have great
measures but the wong mssion. One has to keep updati ng.

CHAI R OGAN announced that Senators Lincoln and Stevens joined
the neeting shortly after it began. He then opened the neeting
for questions of the conm ssioner.

3:45 p.m

SENATOR ELTON asked Conm ssioner-designee Irwin if he is
satisfied with the existing managenent team and whether he
anti ci pates naking any changes to that team

COWM SSI ONER- DESIGNEE |RW N said the folks he is working wth
have been very supportive and neet the qualifications; he has
been very satisfied with them He has not registered his opinion
to the Governor's Ofice because he intends to put together a
package, part of which is still being evaluated. To date, he has
focused on nerging divisions and creating a nore efficient
permtting system He enphasized that the welcone he has
received at DNR has been hunbling. The group's acconplishnents,
records, and the revenues it has collected are conplinentary.

SENATOR ELTON asked when Comm ssioner-designee I|rwin was
appoi nt ed.

COMM SSI ONER- DESI GNEE | RW N sai d he was appoi nted on January 17.

SENATOR ELTON said his understanding is that the five and ten
percent budget cut scenarios were due to the Governor's Ofice
on January 8. He asked the conmm ssioner whether he was able to
i nfl uence the suggested budget cuts.

COWM SSI ONER- DESI GNEE | RW N said Nico Bus, who knows the nunbers
extrenely well, prepared that information. Cabinet nenbers have
been attending a comm ssioner's retreat with the Governor for
the last 2 1/2 days. Conm ssioners have been | ooking at what can
be acconplished in a limted budget scenario so he believes the
budget is still open for input.

SENATOR SEEKINS noted he was pleasantly surprised to hear of
Comm ssi oner-designee lrwin's appointnent and |ooks forward to
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seeing his approach toward managenent. He said it seens to him
that it is an admnistrative function to look for any overl aps
within the departnents rather than a legislative responsibility.
He asked Commi ssi oner-desi gnee how he would do that.

COWMM SSI ONER- DESI GNEE t hanked Senator Seekins and recounted that
he was on the Governor's transition team and did not submt his
nane as a candidate for this appointnent. He felt several other
people were very qualified. He got a call from the Governor's
Ofice asking himto serve. He said he feels as though he has
been drafted. He and his wife feel that with alignment in DNR
the Legislature and the Governor's Ofice, this state can be
i nproved. He stat ed:

M ssions and neasures. | think that answers all of
your comrents. Yes, | don't believe anybody can set
out priorities better than the internal group. |
absolutely believe that. But, | also believe that
since we're all in this together, in this as a team -
you folks sign over funds. You' re accountable for
folks. If you confirmthat I'min this position, you

also have an accountability and it nakes a nmuch
stronger position if we're all on the sane page of
what the goals are for Alaska so | think it's our
obligation to bring these ideas up. It doesn't always
work that way | understand, but the way | would do it
is we propose you folks put your intelligence to it
because those things we obviously can mss. Let's get
the priorities and then let's go to work.

SENATOR SEEKINS noted that transferring the Habitat D vision
into DNR has received a lot of mnmedia attention. He asked
Comm ssi oner-designee Irwin if he would insist on the integrity
of the information brought forward by the Habitat Division
regardi ng pending fish and gane habitat decisions.

COMM SSI ONER- DESI GNEE | RW N said he absolutely sees no conflict
with integrity. He told nenbers:

What we've done, we have taken what | consider the
best of the best in Alaska. W have taken habitat
people - the very people we worked with to achieve the
reclamation award. W' ve taken habitat people from
down in the Juneau area. W've taken fish and gane
peopl e. We've taken | egal peopl e. We've taken
representatives from DNR t hat under st and t he
priorities and the system and those folks have
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literally been noving day after day, in large and
small groups, to understand the issue to make it
correct, to not conpromise. W're not here to
conpromse. W want a very efficient system where
i ndividuals can ask for, obtain permts, go to work
W thout conprom sing any of the values we want for
this state. And so | actually see this putting it in
one house as a huge efficiency and folks that 1've
worked with - |I'm not going to conpromse ny
integrity. They're not formng this to conprom se
their integrity. These are really good Al askan peopl e.

SENATOR SEEKI NS asked if his philosophy of doing the best job
Wi t hout conmpromising integrity is in step with the Governor.

COM SSI ONER-DESIGNEE  ITRWN said absolutely. He said the
Governor took sonme heat about why he wasn't filling certain
positions, his being one. The [delay] was caused by the fact
that they were having in-depth communications about priorities.
He felt they were in sync when he agreed to take the job.

CHAI R OGAN conmented that he finds Conm ssioner-designee Irwin's
candor when speaking politically incorrectly about his faith and
prof ession to be refreshing.

3:59 p.m

SENATOR LINCOLN noted that the Governor, in his State of the
State address, remarked, "As a mpjority of the state's resource

devel opment will take place in rural Al aska, rest assured that
rural Alaska will have a seat at the table during the decision-
making process.” She said she represents 129 of those

comunities and would like to know how he intends to inplenent
t hat .

COMWM SSI ONER-DESIGNEE |RWN said that Tara Sweeney (ph) 1is
hel ping him to arrange visits to the villages. He said he
continues to hear the Governor make the same comment, and he
agrees that DNR needs to be getting input.

SENATOR LI NCOLN asked how talking to people in the villages wll
provide rural Alaska with a seat at the table during the
deci si on meki ng process.

COWMM SSI ONER- DESI GNEE | RW N said the executive order only noves

the Habitat D vision and Coastal Zone WMnagenent Agency into
DNR. DNR will then have to work with the House and Senate to
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formulate a new structure. He feels it wll be appropriate to
take i nput at that point.

SENATOR LINCOLN said that yesterday, a commttee discussed
extending the railroad into Canada. There was di sagreenent about
a segnent that would cross a village. Last year, hearings were
hel d about building a highway along the Yukon River to access
resources. She comrented that she hopes dial ogue occurs not only
during the decision nmaking process, but also during the planning
and i npl ement ati on phases.

SENATOR WAGONER said he cones from a rich commercial fishing
area and has received e-mail nessages from constituents doubting
whether it is a good nove to transfer the Habitat Division to
DNR. As far as he is concerned, the jury is still out on that
guestion. He continues to support the Governor's decision, but
he will be watching. He noted that this Saturday he wll be
speaking to the Cook Inlet Aquaculture Association. He asked for

assurance that the Habitat Division will continue to do habitat
business as it has in the past and that its mssion to protect
Al aska's streans and salnon runs will not be dimnished in any
way.

COW SSI ONER- DESI GNEE | RW N repl i ed:

Senat or Wagoner, | can tell you whol eheartedly to the
best of our abilities that is not going to happen -
one, because of our goals in DNR but also because of
the individuals involved through Habitat - and the
i ndi viduals involved through Habitat - the research
side, they have strong principles also and they care
incredibly and 1've worked so nuch with sonme of these
people. As an exanple, | know this works - we built a
reservoir outside of Fairbanks - a 3,500-acre foot
reservoir. That reservoir, because Habitat had their
priorities, Habitat had their goals, but they had the
wllingness to work with industry. And industry had
their goals but the priorities also to take care of
the environnent. What we ended up with was a team
effort - was no conpronise of the environnent at all
but a very clear enhancenent of the environnment. W
now have a reservoir because of the team effort that
in ten years was supposed to have several thousand
"catchable' grayling. Right now, it has far exceeded
any of the ten-year goals in the first few years. The
marked grayling - Al at, Habi t at particul arly
contributed to the success of this. He never
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conpromsed his principles but he wused his huge
intelligence to say if you guys do this it mght cost
a little nore but I can help you over here because
this does nothing for the environnent.

Wth that type of approach, we now have a reservoir,
and | think you nmust know that the Interior of Al aska
has been greatly depleted of grayling. This reservoir
we built is now estimated to hold 25 percent of the
grayling in the Interior of Al aska. These tagged
grayling are now going over the spillway. This river
was an inpaired water body. Because of the work we've
all done, it's cleaned up. The Little Chena to the
Chena that flows through Fairbanks, into the Tanana,
they found unmarked Gayling clear up near Delta.
W're going to, because of this type of cooperation
you're asking about, we're going to repopulate the
Interior of Alaska with grayling. | firmy believe it
because it's happening.

That's the kind of goal we want. |'m not conprom sing
the people working together to make things work for
the Dbest, not to delay or tear things apart.

Certainly, they want nultiple levels. W want it to
just work and work efficiently.

SENATOR DYSON asked Comm ssioner-designee Ilrwin if he shares his
hi gh opi nion of Mark Myers and whether he intends to retire him

COMWM SSI ONER- DESIGNEE IRW N said that Mark Mers has been a
tremendous help to him He said he will put together a package
and M. MWers' nane wll be init.

SENATOR ELTON asked Conmm ssioner-designee Irwin if he is
confortable with the fiscal note for HB 57 as it was originally
i ssued.

COWMM SSI ONER- DESI GNEE | RW N said he signed and agrees with it.

CHAIR OGAN said he is very supportive of the CGovernor's actions
to transfer the Division of Habitat Restoration and the Coast al
Zone Managenent Agency to DNR because he has seen agency turf
wars that create permtting problens at the 1lth hour at great
expense to permttees. However, he is concerned about the |aw of
uni nt ended consequences and the consolidation of power wthin
one departnent. He noted that Conm ssioner-designee Irwin would
be the nost powerful DNR commi ssioner in the history of Al aska.
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He commented that it is inportant to |look at the downside of the
consolidation and keep the bigger picture in mnd.

COMM SSI ONER- DESI GNEE | RW N said he accepts that as w se counsel
and he will look for sideboards. He said he could relate to that
concern because he has been privileged to be involved in sone
very special properties. He said he questions how to nmake
certain that, when he is gone, the State of Al aska is protected.
He repeated that he would | ook for sideboards.

CHAI R OGAN said he was excited about the Governor's announcenent
but said that consolidating power is a daunting responsibility.

There being no further questions, SENATOR DYSON noved to forward
M. Irwn's name to the full body for a confirmation vote.

CHAI R OGAN announced that with no objection, the notion carried.
The commttee took a brief at-ease and, upon reconvening, CHAIR
OGAN wel comed Comm ssioner-designee Ballard and asked her to
tell nmenbers about the Cabinet retreat.

DEPARTMENT OF ENVI RONMVENTAL CONSERVATI ON OVERVI EW

COW SSI ONER- DESI GNEE ERNESTA BALLARD, Depart ment of
Environnental Conservation (DEC), told nenbers that during the
Cabinet retreat, DEC, ADF&G and DNR agreed that when a scoping
announcenent is nmade for a federal envi ronnent al i npact
st at enent (EI'S), they would work wth federal agenci es
t hroughout the process to anticipate permt requirenents. That
way, by the tine the preferred alternative is finally selected
and the record of decision is signed, the departnents would be
ready to issue the permts.

TAPE 03-4, SIDE B

COWM SSI ONER- DESI GNEE ~ BALLARD said DEC has proposed two
| egislative initiatives to the Governor: one nodifies and
strean ines the contingency response planning process for the
entire oil industry; the other wll over haul DEC s air
permtting program The changes will make the permtting process
easier while maintaining the sanme environnental standards. She
noted that DEC used a stakeholder process last year, which
resulted in an agreed-upon position from the stakehol der groups
and proposed | egislation.

COWMM SSI ONER- DESI GNEE  BALLARD agreed with Chair Ogan that DEC
should provide industry wth a linear permt process that
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provides <certainty for permt applicants, financiers, and
st akehol ders.

SENATOR SEEKI NS asked if any of Al aska's environnmental standards
exceed national standards.

COWM SSI ONER- DESI GNEE~ BALLARD said one  aspect of wat er
permtting in Alaska results in a strict permtting regineg,
whi ch shoul d be changed. She favors getting state primcy of the
federal wastewater discharge program [NPDES], which would all ow
the state to exercise regulatory discretion with m xing zones or
zones of deposit. The Legislature has provided funds to enable
DEC to bring the programforward by the end of this year.

MR. TOM CHAPPLE, Director of the Division of A r and Wter
Quality, told nmenbers that Alaska has naturally occurring high
| evel s of contam nants, such as arsenic and suspended solids
from glacial rivers that do not neet the expected water quality
standards. Therefore, an industrial process nmay use water from a
stream or |ake that does not neet water quality standards so
di scharging that sane water becones probl emati c. DEC s
regulations allow it to recognize a naturally occurring high
| evel of contam nants.

MR. CHAPPLE expl ained that DEC does regul ate em ssions and ot her
things not regulated under federal law. The Cean Air Act
requires pollutant sources over a certain size to be permtted.
States decide which smaller sources to regulate. DEC has an
em ssion level standard that requires asphalt plants to be
permtted. As a result, the federal |aw appears to be Iless
stringent than the state permt program because the federal |aw
does not directly speak to asphalt plants.

Regardi ng cost recovery of state acceptance of the prinmacy role
in wastewater discharge, MR CHAPPLE said the cost of permtting
prograns for the air quality program is conpletely recovered
through fees but the water quality program costs are not. He
told nenbers that the study to accept NPDES prinmacy would
i ncl ude recomrendations for cost recovery.

CHAI R OGAN expressed concern that DEC s strict water quality
standards have put "nom and pop" placer operations out of
business. He said those standards are appropriate if water is
being discharged into a clear stream but they don't work for
all cases.
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MR. CHAPPLE told nmenbers that placer mnes still exist in Al aska
but sonme are not being mned because of the price of gold. He
noted that many placer miners have a retention basin that, in
nost cases, does not have a discharge because the solids settle
out. Their discharge permts allow discharge because of high
runof f. In answer to concerns expressed about whet her
di scharging wastewater with contam nants is prohibited if those
contam nants were present on the intake, he said those stories
do not make sense and he would like to provide legislators with
a nore informative response at a |ater date.

COMM SSI ONER- DESI GNEE  BALLARD told nenbers the existing DEC
managenent team is outstanding, however the Governor has
requested conmm ssioners to take the tinme necessary to review al
senior level positions and analyze the vacant positions. She
said that she has not finished that process yet.

Regarding the DEC seafood |ab, SENATOR ELTON suggested the ASI
building in Anchorage could be reconfigured to fit DEC s needs
since the current |essee has been unable to nmke any |ease
paynments. That building is a state-of-the-art |ab, owned by the
Al aska I ndustrial Devel opment & Export Authority (Al DEA).

After further discussion about the proposed lab and the
Livingston Slone study, CHAIR OGAN instructed Comm ssioner-
Designee Ballard to provide the conmttee wth a copy of the
cost analysis and | ab anal ysi s.

SENATOR ELTON asked that DEC discuss the matter wth Al DEA
rat her than ASI.

COWMM SSI ONER- DESI GNEE BALLARD expressed caution that time is of
t he essence because DEC nmust have a | aboratory to protect public
health and its current lab will no longer be available in a few
years. She noted that the Livingston Slone team reviewed the
cost effectiveness of renodeling the ASI facility versus
building a new facility and found a new building to be
pr ef er abl e.

SENATOR LI NCOLN tal ked about the lack of sanitation facilities
and dust control in the 129 communities she represents and the
resulting negative health effects. She said she is tired of
studies and commtted any anount of tinme required of her to
di scuss the comon denomi nators that could be causing disease in
her comunities.
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COWM SSI ONER- DESI GNEE  BALLARD invited Senator Lincoln to neet
with Dan Easton of DEC, Dr. Jim Berner of the Al aska Native
Tribal Health Consortium and herself the follow ng norning. She
also offered to review the funding priorities used by DEC for
the Village Safe Water Program at a later date. She noted that
DEC is spending about $50 to $60 mllion per year on rural
sani tation.

The commttee resunmed discussion of the DEC |ab. COW SSI ONER-
DESI GNEE BALLARD told nenbers that the new |ab needs to have
about 19,000 square feet. The growth of the geoduck industry has
increased the lab requirenents because DEC is testing for
paral ytic shellfish poisoning, a deadly toxin. A majority of
that space wll be used for heat and ventilation systens. A
smal | anount of space wll be wused for admnistrative
activities.

CHAIR OGAN said he would consider appointing a subconmttee to
review the matter but not at this tine.

The commttee neeting was adjourned at 5:00 p. m
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