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Cook Inl et Keeper

PO Box 3269

Honmer, AK 99603

PCSI TI ON STATEMENT:  Opposed to SB 143

ACTI ON NARRATI VE

TAPE 03-31, SIDE A
Nunmber 0001

CHAI R SCOIT OGAN called the Senate Resources Standing Conmmttee
neeting to order at 3:35 p.m Senators Wagoner, Stevens, Dyson,
Elton and Chair Ogan were present. Senator Cowdery was also
present. Chair QOgan informed nenbers that he did not intend to
nove SB 143 out of conmittee today as it will nmake a substanti al
policy change that needs nore than one hearing.

SB 31- RAI LROAD UTILITY CORRI DOR TO & | N CANADA

CHAI R OGAN announced that SB 31 was before the commttee and
that a proposed commttee substitute (CS), |abeled Version S,
had been prepared for the commttee's consideration.

SENATOR WAGONER noved to adopt Version S as the working docunent
before the comittee.

CHAI R OGAN obj ected for the purpose of discussion.
[ SENATOR LI NCOLN arri ved. ]
The commttee took a brief at-ease.

SENATOR JOHN COWNDERY, sponsor of SB 31, informed nenbers that SB
31 establishes a transportation corridor for the extension of
the Alaska Railroad to the Canadian border. He hopes the
railroad can eventually connect to the North Anerican railroad
system He pointed out the bill was anended after it canme to his
attention that the Department of Natural Resources (DNR) would
be the agency to grant the rights-of-way to the railroad and for
construction of the gas pipeline. If and when a gas pipeline
beconmes a reality, he wanted to limt the railroad' s ability to
charge tariff fees on the corridor. The anendnents in the CS
reflect his intent. He then asked M. Schmtz to describe the
ot her changes in the CS to conmttee nenbers.

MR. RICHARD SCHM TZ, staff to Senator Cowdery, told nenbers the
changes nade to SB 31 since the |ast Senate Resources Conmittee
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hearing will nmake sure this bill retains its vision wthout
i npacting any other vision, specifically the gas pipeline. Staff
from the Alaska Railroad Corporation (ARRC), DNR, and the
Governor's Ofice met to find |anguage everyone could agree
upon, which resulted in Version S. He provided nenbers with a
conparison chart of Version Q and Version S [Version Q was
previously considered by the commttee]. He said the changes in
Version S are technical in nature and clarify sonme of the
anbi guous | anguage. Those changes wil| prevent the builders of a
gas line fromhaving to get permts fromboth DNR and ARRC.

MR. BOB LOEFFLER, Director of the Division of Mning, Land and
Water, DNR, gave the follow ng description of the changes nade
in Version S.

1. A reference was added to AS 38.35.020 to clarify
that the corridor can be used for a pipeline.

2. The words, "in consultation with other interested
parties" were added to Section 1(b) to reflect the
fact that ARRC nmust coordinate with potential gasline
devel opers to ensure optimal location for a pipeline
as well.

3. Language was added to Section 1(c) to address a
concern that a railroad transportation corridor m ght
not be consistent with a corridor designed for a
gasline. This language requires DNR to approve the
corridor in a way that mnimzes the inpact on the
potential right-of-way for the gasline.

4. In Section 1(c)(1), the words "and other provisions
of this act”, were added, which is a technical change.

5. In Section 1(d), the words "and other provisions of
this act” were added to clarify that the identified
funding source 1is the trigger for conveyance of
managenent aut hority.

6. Paragraph (d)(3) was added which reserves DNR s
authority to manage the gas pipeline from the

conveyance to t he railroad. Ther ef or e, t he
identification and managenent of the gas pipeline
remains with DNR That wll allow the pipeline

devel opers to deal with one agency only, DNR
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7. The sanme change to paragraph (d)(3) is mrrored in
par agraph (e)(2).

8. Section 1(f) was rewitten to provide protection
for the railroad. It requires DNR to consult with ARRC
right away if the Joint Pipeline Ofice approves a
pipeline first. It also gives DNR the authority to
change the boundaries of the corridor to accomobdate
the best interests of the state, if necessary.

SENATOR ELTON t hanked M. Loeffler for his quick response to the
Senator's question about Section 1(f). He said the change nade
to that subsection adequately addressed his concerns.

CHAIR OGAN noted the bill is silent regarding tariffs the
railroad m ght charge the gas pipeline for use of the right-of-
way and asked if that needs to be addressed.

MR. LOEFFLER repli ed:

Because the changes reserve from what is conveyed to
the railroad the right to authorize a gas pipeline
right-of-way, then the railroad does not play in
tariffs or other gas pipeline decisions except, of
course, we wll have to coordinate with them if a
railroad existed there - they would be the experts in
railroad safety standards.

SENATOR CONDERY asked if Version S contains a provision to dea
with a situation in which the gas pipeline has a need to cross
the railroad right-of-way.

MR. LOEFFLER said he believes it does. The decision to cross the
railroad right-of-way would be up to DNR but the crossing would
have to <conmply wth federal and other applicable safety
st andar ds.

SENATOR COADERY said it is reasonable to expect that any
crossing would have to maintain the integrity of the railroad
and that any fees would have to be borne by the pipeline

devel opers. He stated, "I just didn't want themto say well, so
much a cubic foot of gas or any kind of a tariff bill into
that. "

MR. LOEFFLER said it is his wunderstanding that the railroad
would not be able to add to the tariff or to tariff on the
portion of its route through the railroad corridor. Although it
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is not explicit in the bill that the railroad would have to
establish particular safety standards, he believes that is
inplicit in the way governnment worKks.

SENATOR CONDERY said he asked because he wanted the intent on
record. He thanked M. Loeffler.

SENATOR LINCOLN referred to |anguage on page 4, line 29, and
asked:

If a railroad has started their process before the
gasline corridor, and the departnent finds they need
that portion, then they have - then what happens? The
departnment can just automatically adjust the |ocation
of the transportation corridor?

MR. LCEFFLER said if the railroad is already built, [ARRC] is

conveyed the land. ARRC will own the land so, like private
| andowners, anyone wi shing to cross that land will have to dea
with ARRC. However, DNR will not convey all rights. It wll

reserve oil and gas mneral rights, the right to get people
across, and the right to authorize a gas pipeline. He said
because it's a railroad, DNR will have to consult with ARRC and
nmeet applicable safety standards.

SENATOR LINCOLN said that answers her question but does not
al | evi ate her concern.

CHAI R OGAN asked Ms. Johnson if she concurs with M. Loeffler's
anal ysis of Version S.

M5. PHYLLIS JOHNSON, general counsel for ARRC, said she does

She stated that after both the railroad and gas pipeline are
built, DNR wll retain the authority to nanage and deal with the
pi peline owers entirely. She said she feels that is appropriate
because it would not be fair for a conpany to have to deal wth
several agencies to build one pipeline. She said in an earlier,
nore generic version of the bill, after the final transfer of
the 200-foot corridor to ARRC, DNR would have charged for the
| ineal footage on railroad right-of-way and paid that anmount to
ARRC on any existing contracts, including an existing pipeline
contract. The pipeline ower will not have to deal with ARRC but
ARRC woul d have received a small percentage; all revenues wll
be coll ected by DNR

M5. JEANETTE JAMES, fornmer Alaska State Representative and
current railroad advisor to the Governor, told nenbers she has a
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concern, although it is not a concern of DNR or ARRC  She
believes any revenues from the part of the gasline in the
railroad's right-of-way should be prorated to ARRC for exposure
of the pipeline on ARRC property. The gasline devel opers agree
as long as the fees have already been established by DNR and
ARRC does not charge nore. DNR was concerned about the nechanics
of collection but she does not believe that would be difficult.
She has found no objection to allowing the railroad to receive
the revenue for those uses within its corridor. She caution if
that is not done, there could be conflict |later on.

SENATOR LI NCOLN asked if her position as railroad advisor is a
pai d position.

M5. JAMES said it is.

SENATOR LI NCOLN said she shares Ms. Janes' concern and asked her
to el aborat e.

V5. JAMES responded:

W have to just kind of guess at what kinds of
situations there <could be on the ground Senator
Lincoln. I'm just using the evaluation of - there was
a gasline identified previously when they were talking
about it and they cane to ny office as Majority Leader
and there was one place where the gasline crossed the
existing railroad corridor that is identified on the
map. That railroad corridor is probably in the
nei ghbor hood of where a new railroad corridor would be
- and maybe not because that has yet to be determ ned
and surveyed and a feasibility study done and |ots of
things to identify that.

It seens to nme that when both the railroad and the
gasline are going to be going down the Al aska Hi ghway
area to sone place in Canada, that certainly there is
a possibility that they mght be in very close
proximty. There is - if you have a piece of |and and
a gasline is going through your land - there is an
exposure there. And so it doesn't seem reasonable -
and no natter what the anount of the conpensation is,
that there is any conpensation being paid for that
gasline, that the exposure should go to the | andowner.
That's ny issue. There may be none, except nmaybe a
cross here and there. O there maybe a lot that is
lined up sinply because the gasline is where the
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railroad needs to go because of the topography and
geol ogical situations there. But, generally, | would
think the gasline would be away from there because
they can go over hills and valleys and different
things that the railroad can't. W don't know what
those things are...

CHAIR OGAN asked Ms. Janes if she could suggest any | anguage
changes.

M5. JAMES said she woul d provi de sone.
M5. JOHNSON al so offered to work on additional |anguage.

SENATOR ELTON asked Mks. Jamnes, when she talked about
conpensation for any exposure, if she was referring to
conpensation for risk, and not, for exanple, for laying fiber
optic cable in the transportation corridor.

MS. JAMES said she is not suggesting the railroad should charge
the gasline developers for anything other than the charges
arranged by DNR

SENATOR ELTON said the flip side of that argunent would be to
identify a gas pipeline right-of-way and have the pipeline
devel opers charge the railroad if it crosses that right-of-way.

M5. JAMES said they are two entirely different transportation
systens. SB 31 specifically gives the land, fee sinple title, to
ARRC for its corridor. She assunes that will be a 200-foot w de
corridor within a 500-foot transportation corridor. She said
historically railroads have owned the land they run on. It is
not typical for gasline developers to owm the land a gasline is
built on.

CHAI R OGAN announced that Senator Seekins joined the committee.
He then rem nded nenbers that a notion to adopt Version S was
before the commttee so the discussion should be centered on the
proposed conm ttee substitute.

SENATOR LINCOLN pointed out that the corridor in Version S is
500-feet wide. She said the inpetus for this legislation was to
connect the Alaska Railroad to the Canadian border and she is
bothered to hear anyone say the state should pay the railroad
for any right-of-way. She renmarked, "...l have problens wth
this being this - still this 500 foot, which is maybe nore into

SENATE RES COW TTEE - 9- April 23, 2003



the real estate side of it than it is for the goal of getting
the railroad tie extended into Canada.™

M5. JOHNSON told nenbers the introductory section of the bill

does say 500 feet. However, the portion of the bill that
addresses the construction of the railroad [Section 1(e) on page
3] says DNR will convey 100 feet either side of centerline. The

intent is to reserve a nulti-purpose 500 foot corridor but, once
the railroad is built, ARRC will get its wusual 200 feet. The
other 300 feet will remain in DNR s jurisdiction.

CHAI R OGAN asked if ARRC would nediate any conflicts regarding
pl acenent of the railroad and the pipeline.

M5. JOHNSON said that Version S requires that the railroad
consult with other parties early on when it is deciding where
the track should go. DNR would be the arbiter anong all parties.

CHAIR OGAN renmoved his objection to adopt Version S, therefore
the notion carried. He then took public testinony.

DR. CHARLES JURASZ said he was testifying on behalf of the
Canada West Foundation and as the Vice President of the
[Indisc.] Sustainabl e Devel opnent Corporation, whose ngjor task
is to establish a trans-Yukon railway. He said he would discuss
the level of interest that exists in the Yukon and the anount of
interest and engagenent on the national and territorial I|evels
i n Canada.

DR. JURASZ said Datapath Systens of Whitehorse recently carried
out a survey to determ ne awareness of a trans-Yukon railway or
arail link. He provided the following results fromthat survey:

» 68 percent of those people polled in Witehorse were aware
e 66 percent of rural Yukoners were aware

* 90 percent of those who were aware support a rail |ink
e the lowest |evel of support was 84 percent, the highest was
98 percent

DR. JURASZ told nenbers the Yukon Territory went from a position
of having a population with barely any interest in "being on the
map" to one of people who carefully watch the nmethod by which
bei ng put on the nap proceeds. Alaska's nethod is very inportant
to Yukoners, who see the potential success of a rail |ink being
based on coordinating wwth a pipeline to reduce building costs.
As recently as 10 days ago, the Mnister of Foreign Affairs,
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Bill Gaham who is responsible for deciding on whether to
proceed with a bilateral agreenent, visited Witehorse to
di scuss the commission. At the end of those evenings, Premere
Fenty and Foreign Mnister G aham addressed the candidacy for
commi ssion nenbers. He believes the |evel support in Canada is
hi gh al though it m ght not be enthusiastically presented.

SENATOR LINCOLN asked for the breakdown of support between
Wi t ehorse and the rural areas.

DR. JURASZ repeated the support in Wiitehorse was 68 percent;
the support in the rural communities was 66 percent.

SENATOR LI NCOLN asked how many househol ds were pol | ed.

DR. JURASZ did not have that nunmber but said the pollster said
it was one of the "fuller" polls, neaning nore people were
interviewed. He offered to send the survey details to comnmttee
menbers.

SENATOR ELTON pointed out that Dr. Jurasz was a teacher in the

Juneau School District and was |largely responsible for fostering
student interest in the biological sciences.

SENATOR WAGONER asked if the rail link on the Yukon side will be
built wth governnent or private corporation funds.

DR. JURASZ said those options are being addressed right now. The

route for both the rail and the pipeline has been well
established on the Al aska side. The map on the Yukon side shows
the interest of rail in the Yukon and that route is consistent

with the pipeline route Alaska is interested in, but there are
additional considerations. The focus on the Alaska side is
"rails to resources.” To do that on the Yukon side will entail
corridors that do not coincide with any route that Al aska is
currently addressing for the pipeline. He expl ai ned:

When you ask at what |level are we looking to or what
are the different sources for funding, etcetera, there
is no question that private ownership becones very

significant to us, i.e. that nuch of the rail interest
lies wthin the private sector. W have sone
advant ages on t he Canadi an si de. There are

organi zations that literally sponsor us, ensuring both
public and private partnership. So we have, for
exanple, a Canadian Council for Private and Public
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Par t nershi ps, which pursues only 'nega' projects and
the railroad across the Yukon would be such a project.

DR JURASZ told nenbers that Foreign Mnister G aham s
i nvol venent signifies that the Departnent of Transport
recognizes this as a project with international potential. He
t hanked nenbers for their tine.

MR. JACK PHELPS, special assistant for natural resources and

transportation to  Governor Mur kowsKki , told nenbers the
Governor's commtnment to a rail |ink between Al aska and the rest
of the country through Canada is l|ongstanding and well known.
Wen he was a United States Senator, he formulated the

| egislation that created the bilateral commission. He is very
interested in seeing the transportation corridor designed for
ot her  purposes: pi pel i nes, fiber optic cable and other
appropriate uses. Qbviously, this legislation is the first step.
He stated Version S is the direct result of discussions between
Senator Cowdery and DNR  The Adm nistration supports this
| egi sl ation, however it believes other issues may need to be
addr essed.

CHAIR OGAN asked if the Adm nistration wants the bill npbved from
committee today.

MR. PHELPS said he woul d support that.

SENATOR LI NCOLN asked M. Phelps if the potential anendnent that
Ms. Janmes discussed is one of the other issues that need to be
addr essed.

MR. PHELPS replied:

That is certainly one that can be discussed. At this

point I'm not prepared to discuss the details of it
except to say that there are conplexities related to
it, but I think the short answer to your question is
yes.

CHAI R OGAN t ook public testinony.

M5. DANA OLSON, testifying from the Mat-Su via tel econference,
told nmenbers one of her major concerns with SB 31 is notice. She
has a property interest in which she has a reservation for a
federal railroad on a federal patent. She contacted ARRC and was
assured that she would receive a response at the end of March

but she has not received anything. She was surprised to find out
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SB 31 was introduced as it required coordination anong various
agencies. She stated the Alaska Railroad Transfer Act of 1982
said railroad ownership would revert back to the federa
governnent after 18 years of non-continuous use. The effective
date of the 18-year deadline was January 5, 2003. The transfer
act required that nultiple efforts be nade to provide notice to
t hose who woul d be affected.

TAPE 03-31, SIDE B

M5. OLSON continued. She said this bill does not address that
i ssue so she does not know whether she has been affected. She
told nenbers that SB 31 violates the federally aided highway
act. She said she nmet with DNR staff about a proposed pipeline
across the Inlet. It would cross wthin her right-of-way.

CHAIR OGAN noted that the pipeline corridor would connect
Fai rbanks and Canada and not cross her |land in the Mat- Su.

M5. OLSON said the pipeline spurs mght affect her indirectly.
She said the Alaska Railroad Transfer Act requires notice to be
publ i shed. She said she was denied a neeting with the Governor's
aides to discuss that matter. She said that the legislature
cannot legislate until it knows who will be affected. She said
she would be asking ARRC to inmmediately respond to her request
and she asked that SB 31 be stayed until appropriate notice has
been given to people who will be affected.

CHAI R OGAN said that appropriate notice has been given on SB 31.
This legislation deals with a railroad extension to Canada to
connect to the North Anmerican railroad system so it does not
affect the Mat-Su area. Wth no further participants, he closed
public testinony.

SENATOR WAGONER noved CSSB 31(RES), labeled Version S, wth
i ndi vidual recomendations and its attached fiscal notes from
commi ttee.

SENATOR ELTON objected and expressed concern that a substantive
anendnent is being prepared that addresses conpensation to the
railroad. He said this is the appropriate commttee to review a
change of that magnitude. He said his concern is that if this
bill | eaves this commttee, menbers  wl|l not have the
opportunity to review the issue of whether the railroad or
gasline has primcy.
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CHAIR OGAN pointed out this legislation has a referral to the
Senate Finance Conmittee. He stated, "you can get another bite
of the apple up there and a bite of the apple on the floor."

SENATOR ELTON said he believes it asks a |lot of Senate Finance
Commttee nenbers to get involved in an issue that goes beyond
the fiscal inpact. The primacy question is a substantive policy
i ssue.

CHAIR OGAN said he understands the Senator's concerns but he
does not believe there is consensus in the Governor's Ofice. He
said he would commt to tracking that question and, if there is
a serious problem he will nmake sure it gets addressed.

SENATOR LI NCOLN al so expressed concern about SB 31 |eaving the
commttee. She appreciates the Chair's thoroughness but she
shares Senator Elton's concerns. She does not believe it is the
Finance Conmittee's obligation to deal wth resource issues and
anending a bill on the floor is not that easy. Since M. Janes
is the railroad advisor to the Governor, one can assune she is
working with the Governor on a proposed anendnent that 1is
resource related. She believes this comittee has not done
everything it can to finalize this |egislation

CHAI R OGAN said he understands those concerns, but M. Johnson
told nmenbers that the railroad's right-of-way will be 100 feet
on each side of the centerline and that DNR will arbitrate any
conflicts. That arrangenent set his concerns aside.

SENATOR DYSON said he wants to take action on this legislation
because it presents a marvelous opportunity. Stinulating the
econony and providing jobs is a very high priority for both
governnments. He believes Dr. Jurasz is correct in that there has
been a change in the Canadian federal governnment's attitude and
an opportunity is available for both governnents to cone
together. He said there is an immense anmount of mneral wealth
north of the Al aska H ghway that both sides of the border are
very eager to have comercialized. Lack of market access has
prevented conmercialization. He believes the issue of what the
railroad will charge for use of its right-of-way can be resol ved
as this process noves forward. He encouraged nenbers to keep SB
31 noving.

SENATOR ELTON rmaintained his objection but stated he has no
problem with this bill as witten. He agrees with Senator Dyson
about the inportance of economc devel opnent. However, the
guestion that remains in his mind is that if a proposal to allow
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ARRC to do a charge off against the gas pipeline cones forth, he
wi |l choose prinmacy for the pipeline. He said the conmttee is
assumng that nothing will get in the way of the gas pipeline.
He hopes that's the case.

CHAIR OGAN said there is sonme anbiguity from the Governor's
Ofice that needs to be worked out. He said he shares Senator
Elton's concerns and he believes it is the coomittee's intent to
give primacy to the pipeline. He said if this issue was raised
two weeks ago, he would be willing to hold the bill in commttee
but the clock is ticking. He will discuss the matter with the
Adm nistration but he does not object to noving it out. He
called for aroll call vote.

SENATORS STEVENS, DYSON, SEEKINS, WAGONER, and OGAN voted in
favor, and SENATORS LI NCOLN AND ELTON voted agai nst novi ng CSSB
31(RES) fromcommttee, therefore the notion carried.

The comm ttee took a brief at-ease.

SB 143- COASTAL MANAGEMENT  PROGRAMS

CHAI R OGAN announced that he did not intend to nove SB 143 out
of conmttee today and he apologized in advance in case the
commttee is unable to hear from everyone who has signed up to
testify. He said the commttee would first hear a brief overview
of what the |egislation does and then put the proposed conmttee
substitute (CS) on the table.

SENATOR ELTON noved to adopt the proposed CS (Ilabeled 03-0069
bil3.doc), and said that two conmttee nenbers have a schedul e

conflict and will need to leave at 5:00 p.m He said he is
assum ng that Departnent of Natural Resources (DNR) and Division
of Governnental Coordination (DGEC) staff will be available to

answer questions at the next neeting.

CHAIR OGAN said that paid staff can conme back and that he
pl anned to give priority today to citizens who are taking tine
off of work to testify.

SENATOR DYSON said he believes it is unfortunate to schedule
neetings while standing commttees are scheduled to neet,
especially when substantive bills are being discussed. He
encouraged nenbers to not schedule another neeting during
standing commttee hearings out of respect for those who have
made an effort to testify.
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CHAI R OGAN announced he would give first priority to people who
have flown to Juneau to testify.

M5. MARTY RUTHERFORD told nenbers she represents DNR and the
Adm ni stration and would speak to the proposed CS. She said she
recently left DNR after working for that departnment for 11 years
and is now under contract with the departnent. She introduced
M. Breck Tostevin with the Departnment of Law, M. Pat @Glvin,
the past director of DGC, and M. Randy Bates who is enployed as
the newly appointed Coastal Zone Managenent program coordi nator
in DNR These people conprise the team that rewrked SB 143 and

made very substantive changes to the bill in response to
comments received by the Administration while its conpanion
bill, HB 191, was wunder review in the House. She inforned

menbers that a brief, one-page synopsis of the commttee
substitute, a transition tineline, a conparison chart and a
sectional analysis were distributed to them She then said she
woul d provide an overview of the primary el enents of the CS.

CHAI R OGAN announced that no objection was heard to the adoption
of the work draft, therefore the notion carried. He then noted
that Senate President Therriault had joined the commttee.

M5. RUTHERFORD nade the foll owi ng comrents.

The Coastal Zone Managenent Program is an ol der
program that has not appropriately responded to
Al aska's nmaturing statutory and regulatory regine.
Therefore, the programis often redundant, using | ocal
enforceable policies that are often a reiteration of
existing regulatory agencies' permt standards. The
program is also unpredictable. It is overly broad in
scope, takes a long tine, and delays the issuance of
permts and start wup of projects. The statew de
standards and | ocal enforceable policies are vague and
are extremely subject to nultiple interpretations.

CHAI R OGAN announced that Representative Kerttula joined the
conmittee.

MS. RUTHERFORD cont i nued.

VWhile the program has problens, the sweeping changes
enbedded in the original SB 143 elim nated nmany of the
primary reasons that Al aska first enbraced the Coastal
Zone Managenent program including state and | ocal
control over projects requiring federal authorization
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and state and | ocal i nfluence on direct federal
activities.

During discussions of the original bill on the House
side, the Administration took some of the comments
made by citizens and districts to heart. As a result,
the commttee substitute returns to the  basic
structure of the existing Coastal Zone Managenent
program It retains the existing four coastal resource
service areas, all of which are |located in the
unorgani zed borough in Wstern Alaska. In addition,
all existing coastal districts continue and retain the
sanme authorities and responsibilities as under the
current pr ogram This conmttee substitute also
retains local enforceable policies and all of the
statewide standards of the program including the
habi t at standard and the subsistence standard.
Furthernore, it ensures that all federal activities,
activities requiring a federal permt, or an activity

requiring a state permt wll have a consistency
review District enforceable policies wll remin
applicable to all projects that are subject to a

consistency review, not just the Quter Continental
Shelf (OCS) projects and federal activities that were
envisioned in the original SB 143. The comittee
substitute assures the districts wll retain their
seat at the table as project decisions are nmade.

The commttee substitute, however, makes significant
changes to the program in an attenpt to retain the
inportant elenents while addressing the problens. It
will:

e elimnate the Coastal Policy Council and transfer its
duties to the DNR conm ssi oner

e place a sunset provision on the current statew de standards
and coastal district plans and nandate their replacenent
standards be <clear, concise, and not susceptible to
subj ective interpretations and not duplicative of otherw se
exi sting requirenments

e clarify that local enforceable policies may not address a
matter that is regulated or authorized by state or federa
| aw unl ess the policy specifically relates to a matter of
| ocal concern - a test wll be enbedded in the statute to
assist in making that determ nation
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e provide inportant clarification to the consistency review
process in order to ensure nore predictable tinelines and
standards, including the scope of a project that is subject
to review and when a project can proceed in phases, and it
encour ages the use of general permts

e clarify that the Departnment of Environnental Conservation's
(DEC) permts and authorizations wll constitute the
consi stency determnation for activities regulated by DEC
air, land and water quality standards

e insulate the Coastal Managenent Plan consistency review
from delays associated with those conplex permts and
aut hori zati ons

M5. RUTHERFORD told nenbers the program is very conplex. She
offered to have M. Tostevin describe the sectional elenents of
the bill but noted in the interest of tinme, that information has
been provided in witten form

CHAIR OGAN said he would plan to hear from M. Tostevin on
Fri day.

SENATOR LI NCOLN requested a copy of Ms. Rutherford's testinony.
CHAI R OGAN t ook public testinony.

MR. KEN DONAKOWABKI, the Alaska permtting manager for Conoco
Phillips, told nenbers that Conoco Phillips is the state's

| argest producer of oil, |easeholder, and nobst aggressive
explorer. As such, permt streanmlining is inperative to maintain
Conoco Phillips' enviable position in Al aska and to encourage
other oil and gas firns to elevate their respective standing in
these three areas. Conoco Phillips unequivocally supports AOCRAA' s
position on the committee substitute. He offered two

observations. This commttee substitute preserves a role for the
coastal districts and formally introduces the concept of
enforceable policies into the statutory |anguage. Second, the
regul atory framework for environnental protection in Alaska is
preserved by this committee substitute and, in essence, that
framewor k remai ns whol e and intact.

SENATOR ELTON noted M. Donakowski said this legislation wll
enpower  coast al districts by introducing the concept of
enforceable policies and asked him to elaborate because many
people fromthe coastal district side are confused about that.
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MR.  DONAKOWSKI said enforceable policies are policies that,
according to the criteria laid out in the statute, are issues of
inportance to | ocal concerns that do not duplicate the
regul atory frameworKk.

CHAIR OGAN thanked M. Donakowski for Conoco Phillips
aggressive posture in exploration and developnment and for
i ntroducing cutting edge technol ogy.

MR. LARRY HOULE, general manager of the Al aska Support Industry
Al'liance, told nenbers the Coastal Zone WManagenent Program
includes the consistency review process, which requires al
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 activities undergo the consistency review
process. Its purpose is to ensure that projects are consistent
with state and | ocal enforceable policies. Funding for
exploration and devel opnent in Alaska faces i ncreasi ng
conpetition on a worldw de scale. Many conpeting projects are
closer to markets and are less capital intensive. Operators need
reliable predictions, permtting schedules, and requirenents.
Delays in the permt tinmelines are significant factors that can
adversely affect the economc feasibility of a project. The
contracting community in Alaska is concerned about the |ack of
schedule and scope <certainty and the unpredictability and
subj ective nature of the overall review process that currently
exists. He said the Alliance endorses the committee substitute;
it believes it will streamine the review process and inprove
predictability.

MR. BOB STINSON, President of Con-Am Construction of Anchorage,
stated support for the commttee substitute or any other form of
the bill that wll change the current process. The current
Coastal Zone Managenent Programis rules and process are unclear
and need to be fixed so that an applicant wth a beneficial
project knows what to expect when submitting an application. He
sat on the Governor's DNR transition team and |listened to |arge
corporations and |ocal conpanies express frustration over the
current review process. The transition team recomended
stream i ning that process.

He then described an experience his conpany encountered as
foll ows. Anchorage Fueling and Service Conpany, a consortium of
22 major airlines, hired his conpany to replace a small, aging
pi peline routed through residential streets in Anchorage. That
pipeline delivered nost of the jet fuel to the Ted Stevens
International Airport. H's conpany was hired to design and build
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a larger pipeline to reliably neet increasing denmand. His
conpany submtted its permt application to the state, the U S
Corps of Engineers and the Minicipality of Anchorage (MA),
after prelimnary discussion with each entity revealed the
soundness of the project and, in particular, the routing of the
pi peline. The project quickly becanme a target for environnenta
concerns since the routing took the new pipeline through
portions of the Anchorage coastal nud flats. Throughout the next
1 1/2 vyears, his conpany spent an additional $1.5 mllion
securing the permt, due to delays in the Coastal Zone
Managenment process. The project was originally estimted to cost
$6 mllion.

MR. STINSON said in fact, there was no process. DGC did not know
how to handle the application and how to coordinate wi th other
agencies and the public. He ended up hiring nmany consultants to
invent a process for permt review and coordination. DGC had no
clear tinmetable or tinme limtations for permt review Phasing
of the project was not allowed. Al agency permts had to be
conpleted before a consistency determnation could be issued.
There was no scope of review to which anyone could work with. He
said this project was not a resource extraction project; it was
an infrastructure inprovenent project for the airport. He said
had the State of Al aska owned the old pipeline, a permt would
have been issued in an expeditious way, allowing the airport to
neet its grow ng demand for fuel. The airlines that experienced
this permtting nightmare could not understand why the state was
not supportive of this beneficial project and talked about
taking their business elsewhere. He encouraged nenbers to nove
the bill fromcomittee.

MR. CHUCK DEGNAN, testifying from Unal akl eet, told nenbers the
Bering Straits Coastal Resource Service Area was very concerned
about the original bill that elimnated coastal resource service
areas. Its other concern is the sunset provision for making new
pl ans. The rural areas have clean air, water and | and because of
very little developnent. However, the developnent that does
occur takes a long tine because it is planned so that projects
flow. Very few have been del ayed.

MR. DAN BEVI NGTON, Coastal District Coordinator for the Kenai
Peni nsul a Borough, said he recognizes that witing |egislation
to streamline permtting is a challenging task, and thanked
menbers and the CGovernor for attenpting it. He said the Kena
Peni nsul a Borough has supported its own, simlar program for
nore than two decades. During that tinme, the Borough has passed
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over 34 ordinances and 7 resolutions that directly support the
coastal resource managenment program

VR. BEVINGTON said the legislation asserts that | oca

governnments should exert their own coastal managenent contr ol
t hrough pl anning and zoni ng powers. That seens to add a |evel of
conplexity when the Borough does not need to assert any nore
permtting powers through its participation in the program The
Borough appreciates the fact that the current working draft
addresses that and allows the Borough that opportunity. However

t he Kenai Peninsula Borough remains concerned about the |oss of
simlar policies under the provision that DEC wll have the
exclusive determ nation of consistency of the program under its
authorities. It is also concerned about the sumrary di scharge of
the Al aska Coastal Policy Council wthout developing a simlar
representative body wthin DNR The issue of pronoting and
bal anci ng econoni ¢ devel opnent W th | ong-term community
interests demands the neaningful involvenment of communities
across the state.

MR. GARY CARLSON, Senior Vice President of Forest Gl and a
menber of AOGA, stated support for AOGA s position but added the
followng coments. The ACMP process has become a regulatory
maze that is costly to the state and to industry. The program s
anbiguities and uncertainties have provided a breeding ground
for obstructionists and special interest litigants to delay
responsi bl e devel opnent. The bill wil | make substanti al
i nprovenents to the process by establishing deadlines,
elimnating duplication of state and federal |aw, establishing a
bright line as to when the ACVMP applies, and elimnating del ays
in consistency determ nations. It also requires the ACW
standards to be clear, precise and not subject to nultiple,
subj ective interpretations. This should inprove the efficiency
of the permtting process and reduce litigation exposure of the
state and the industry. He stated support for the |egislation.

MS. LISA LOVBARGEN inforned nenbers the Gty of Valdez and the
coastal district is very pleased with the Admnistration's
efforts to listen to the concerns of the coastal district about
participation and to provide a level playing field as the
permts are being reviewed for consistency.

MR. BOB SHAVELSON, Executive Director of Cook Inlet Keepers,
told nenbers he was speaking on behalf of over 500 nenbers
t hroughout Sout hcentral Al aska. He nmde the follow ng points.
Regarding Ms. Rutherford' s coment that districts would retain
their sanme authorities, Section 14 will clearly elimnate a vast
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extent of local district authorities. It wll be wvirtually
i mpossible for local districts to have policies that wll neet
the convoluted and |legalistic language in Section 14. He
suggested to the House Resources Conmttee that it request
exanpl es of what acceptable |ocal enforceable policies will 1ook
like. He also suggested the ability to review a mark-up of the
Kenai Peni nsul a Borough coastal managenent enforceable policies
and whi ch ones would be retained under this |egislation. He does
not believe many of those policies, if any, will remain intact.
Al though SB 143 has a zero fiscal note, it has taken the State
of Al aska over 15 years to approve all of the coastal managenent
progranms. SB 143 will create a considerable financial burden on
|l ocal districts. It is an unfunded nmandate that wll require
these districts to rewite the plans they spent many years and
dol lars to devel op.

Regarding the tineline, MR SHAVELSON said it does not include
time for the environmental inpact statenment process under the
Nat i onal Environmental Policy Act. This is an extensive policy
change, along wth the elimnation of +the Coastal Policy

Counci | . This wll require an extensive, time consum ng
environnmental inpact statenent for the entire state coastal
program He said SB 143 wll add conplexity and confusion
because as local district authorities are renoved, it wll
encourage the adoption of |ocal ordinances. Therefore, one-stop
permtting will no |onger be available so industry wll have to

get state permts and | ocal approvals.
TAPE 03-32, SIDE A

SENATOR BEN STEVENS asked M. Shavel son to repeat the
termnology he wused to describe the Kenai Borough's policy
requi renents that the state woul d not adopt under this program

MR. SHAVELSON said he was referring to Section 14 of the pending
| egi sl ati on, which includes sone very restrictive and legalistic
jargon that will make it difficult for local districts to adopt
| ocal enforceable policies.

VI CE- CHAI R WAGONER asked M. Shavelson if Cook Inlet Keeper has
500 nenbers or whether they are nenbers of other organizations
that Cook Inlet Keeper represents.

MR. SHAVELSON said they are nmenbers of Cook Inlet Keeper.

M5. DANA OLSON, testifying fromthe Mat-Su Valley, told nenbers
that HB 257 relies on issues of right-of-way.
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VI CE- CHAIR WAGONER interrupted to ask Ms. Oson to restrict her
testinmony to the bill before the commttee.

M5. OLSON clarified that she is speaking about the rights-of-way
in the coastal area. She told nenbers she is concerned when the
| and use plans do not have the rights-of-way included, and the
| egislature is passing other bills that affect the coastal zone,
because she does not have the neans to have adequate notice. She
noted that an enforceable policy is defined by the federal act
and it does not include zoning and planning. It says that
j udi ci al decisions are enforceable policies, as well as
constitutional provisions. Therefore, zoning not based on the
constitutional or judicial standards would not be enforceable
policies of the local district. She said the Cean Witer Act
does not limt the scope of which |ocal concern is on non-source
point pollution. She noted the 1990 anendnment to the Coastal
Zone Managenent Act said the act had to consider the zone as a
whol e. Considering only |local enforceable policies would violate
t hat .

VI CE- CHAI R WAGONER announced that he would hold the bill in
commttee and it would be heard again on Friday, at which tine
the commttee would take public testinony. He then adjourned the
nmeet i ng.

SENATE RES COW TTEE -23- April 23, 2003



