HOUSE FI NANCE COW TTEE
May 4, 2005
4:52 p.m

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmttee neeting to
order at 4:52:03 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Jim Holm

Represent ati ve Reggi e Joul e
Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

Representative Eric Croft

ALSO PRESENT

Suzanne Cunni ngham Staff, Representative Kevin Meyer; Jim
Pound, Staff, Representative Jay Ranras; Brett Fried,

Econom st, Tax Division, Departnent of Revenue; Mke O Hare,

Staff, Representative Pete Kott; Bryan Butcher, Legislative
Li ai son, Al aska Housi ng Fi nance Corporation; Senator Charlie
Huggins; Kurt Fredriksson, Acting Deputy Conm ssioner,

Ofice of the Comm ssioner, Departnent of Environnental

Conservation; Dan Easton, Director, D vision of Wter,

Department of Environnental Conservation; Jon Tillinghast,

Lobbyi st Seal aska Corporation; Roll o Pool, Sout heast

Conference; Kate Gard, OChair, Regulatory Comm ssion of

Al aska; Et han Fal at ko, Assi st ant At t or ney Gener al ,

Depart nent of Law, Thyes  Shaub, Lobbyi st Nat i onal

Federation of |Independent Businesses; Stephanie Mdsen,

Pacific Seaf ood Processors; M chel e Met z, Seal aska
Corporation; Kevin Ritchie, Executive Director, Al aska
Muni ci pal League

PRESENT VI A TELECONFERENCE

Steve Van Sant, State Assessor, Departnment of Comrerce,
Community and Econom c Devel opnent; Steve Borell, Al aska
M ners Associ ation; Dan Fauske, Executive D rector, Al aska
Housi ng Fi nance Corporation; David Lanz, President, D anond
El ectric, Deni se M chel s, None; Dick Coose, For ner -
Assenbl yman, Ket chi kan; Owen G aham Al aska For est
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Associ ati on; Ron Mller, Executive Director, Al aska
| ndustrial Devel opnent and Export Authority, (AIDEA); Brian
Bj or kqui st, Assistant Attorney Ceneral, Departnent of Law,
Lois Epstein, Cook Inlet Keeper, Anchorage; Sharon Fisher,
Al aska I ndustrial Devel opnment and Export Authority, (AlDEA);
Ron Saxton, Four Dam Pool; Steve Boyd, National Electrical
Contractors Association, Anchorage; Mke Pollen, National
Al aska, Inc, (NAl), Fairbanks; Canmeron Leonard, Assistant
Attorney GCeneral, Departnent of Law, Janes Fueg, Pl acer
Done; Kathryn Kurtz, Attorney, Legislative Legal Services

SUMVARY

HB 280 "An Act relating to the taxation of mning
property; relating to contracts approved by
municipalities for paynents in lieu of taxes; and
providing for an effective date."

CSBH 280 (FIN) was REPORTED out of Conmttee with
a “no recommendation” recommendation and with a
new fiscal inpact note by the Departnent of
Revenue, and with a new fiscal inpact note by the
Department of Commerce, Conmmunity and Econom c
Devel opnent .

HB 283 "An Act relating to the conpensation for board
menbers of the Al aska Housing Fi nance Corporation;
and providing for an effective date."”

CSHB 283 (STA) was REPORTED out of Conmittee with
a "do pass" recommendation and wth a new fiscal
i npact note by the Departnent of Revenue.

SB 158 "An Act prohibiting the inposition of nunicipal
sales and wuse ‘taxes on state construction
contracts and certain subcontracts; and providing
for an effective date."

SB 158 was REPORTED out of Conmittee with a "do
pass" recomendation and with a zero fiscal inpact
note by the Departnent of Comrerce, Conmunity and
Econom c Devel opnent.

CSSB 155( FI' N)

"An Act nmaking appropriations from the earnings
reserve account for construction of an integrated
science conplex at the University of Alaska in
Anchor age, for repl acenent of the virol ogy
| aboratory in Fairbanks, for expansion of the
Anchorage Museum of History and Art, for the nmjor
mai nt enance grant fund, and for other capital
projects related to education; and providing for
an effective date.™
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HCSSB 155 (FIN) was REPORTED out of Committee with
a "do pass" recommendati on.

HB 243 "An Act relating to the maxi num annual regul atory
cost ~charge collected from certain regulated
public utilities and pipeline <carriers; and
providing for an effective date."

CSHB 243 (FIN) was REPORTED out of Conmttee with
a "no recommendation” recommendation and with a
new indetermnate fiscal inpact note by the
Department of Commerce, Community and Econom c
Devel opnent .

CSSB 110(FIN) (efd fld)
"An Act relating to regulation of the discharge of
pol lutants under the National Pollutant D scharge
El i m nati on System "

CSSB 110 (FIN) was heard and HELD in Commttee for
further consideration.

4:52:19 PM

#hb280
HOUSE BILL NO._ 280

"An Act relating to the taxation of mning property;
relating to contracts approved by nunicipalities for
paynents in lieu of taxes; and providing for an
effective date."

JIM POUND, STAFF, REPRESENTATIVE JAY RAMRAS, spoke in
support of the legislation. He read from the sponsor
st at enent :

CSHB 280 is interestingly enough a bill requested of
this body by the industry. Under its |anguage, m nes
operating in the state would be taxed by the state on
the true and real value of real and tangi ble property.

Precious netal exploration has continued in the state
and several of the locations being devel oped are not
| ocated in organi zed boroughs. Wthout the |anguage of
CSHB 280 devel opnent conpanies are operating with an
uncertain and potentially unstable set of rules for
taxation. Using AS 14.17.410 (b) (2) as a tax base

m nes i n unorgani zed boroughs woul d be assessed a four-
mll levy. Boroughs formng later would be allowed to
tax at their established property tax rate.

Language in the bill also creates a special mning
property tax account and allows the |legislature to
appropriate that noney into the public education fund.
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Essentially this is an offer by the mning industry to
assure funding for Al aska's Education System

HB 280 is limted to large producers only. M nes
produci ng | ess than $10, 000, 000 are exenpt fromthe tax
formula. This keeps what is |left of our once profitable
nmom and pop nines in operation.

In a world market, stability both politically and
financially are critical to success for these conpanies
that invest mllions of dollars just searching for
precious mnetals. Creating a stable tax base for an
industry that creates hundreds of jobs in Al askan
communities makes sound fiscal sense. It also gives
unorgani zed areas of the state a cl ear understandi ng of
the incone they will receive from a mne, once they
becone a borough and can receive the tax benefit.

4:53:42 PM

Co- Chair Chenault asked if there was a current limt on what
municipalities could tax. M. Pound noted that there was
not. He thought that the Fairbanks North Star Borough taxed
the Fort Knox Mne at the existing ml| levy on property (14
mls). The Red Dog M ne pays the Northwest Arctic Borough a
severance tax based on mneral production (3 percent). The
Usebelli M ne al so pays the Denali Borough a severance tax.

4:54: 43 PM

Co- Chair Chenault asked the effect on the Donlin Creek M ne
and the Kensington M ne. He asked about the tax structure.

Represent ati ve Weyhrauch expl ained that the Cty and Borough
of Juneau has a two-tier tax structure. These m nes
currently pay 6.6 mls. If they connect to services the ml
rate would increase to 11

In response to a question by Representative Chenault, M.
Pound noted that the legislation would not affect any
current mnes operating within an organi zed borough. A 4-m |
|l evy on personal property would be inposed on mnes
operating outside of a nunicipality. There is nothing in the
| egislation, which wuld prevent a nunicipality from
annexing a mne, but they would be required to cone in under
the existing property tax structure. The state tax woul d end
when the mne is annexed. The legislation does not affect
the nunicipality’ s tax.

4:56:40 PM

Vice-Chair Stoltze referenced AS 43.67.020 on page 3. M.
Pound explained that for a period of 15-years, the tax
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| anguage in place under AS 43.67.020 would be restricted to
the particular taxes |isted “except where a nunicipality may
cones in and do personal property tax on a new one”. After
the 15-year period, the door opens up and there are no
exenptions at all on what can and cannot be taxed.

Vice-Chair Stoltze nentioned gas line provisions. He
gquestioned the affect of the legislation on constitutiona
i ssues. M. Pound discussed his understanding of the intent
of section 20. He explained that prior to [a mne] being
annexed into a nunicipality, for a period of 15-years taxes
are levied based on the itens on the list:

(1) taxes on the sale or use of mnerals;

(2) taxes on or neasured by gross or net inconme from
the taxable property, including inconme from the
exploration for, production of, or of mnerals or
t axabl e property; and

(3) any license, excise, fee, charge, severance,
t hroughput, or other tax on or pertaining to the
taxabl e property or services used in or associated with
the taxable property or in its maintenance or operation
unless the tax is also |levied on property not subject
to tax under AS 43.67.010(a).

Vice-Chair Stoltze wanted to nake sure that the |egislation
was on solid constitutional ground.

5:00:11 PM

Representative Holm expressed concern with the ability to
exenpt previous taxing authorities. He felt it would be
appropriate for the state of Alaska to have an even pl aying
field. He recommended that the “grandfather provision” be
reviewed. He pointed out that the residents of the state own
the resource, not the nmunicipality adjacent to the resource.
The state of Alaska cannot constitutionally allow the
municipality to tax the resource. He suggested that the
activity could not be grandfathered in because it is illegal
in the first place, even though it has been occurring. M.
Pound agreed that there are constitutional questions that
nmust be addressed by the courts.

5:03:10 PM

Representative Hol m recommended that the issue be addressed
before it is passed out of Commttee.

5:05:51 PM

Vice-Chair Stoltze referenced simlar provisions relating to
the gas |ine. He asked about the 15-year exenption.
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BRETT FRI ED, ECONOM ST, TAX DI VI SI ON, DEPARTMENT OF REVENUE,
noted that he was not qualified to answer that question.

5:06:52 PM

ETHAN FALATKO, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF
LAW did not feel there would be a constitutional issue wth
the statute. He noted that Article X allows the state of
Al aska very broad authority to delegate taxing authority to
muni ci palities.

5:08: 44 PM

JAMES FUEG PLACER DOVE, JO NT VENTURE, referenced the
handout from the Donlin Creek project. He comented on the
size of the project. A mne in that area would enpl oyee over
400 people. There are benefits in addition to those listed
in HB 280. He read from prepared testinony:

e The handout presented to you is a brief description of
the ongoing work at the Donlin Creek Project. As you
can see, if a decision is made to nove forward wth
devel opnent of a mine at Donlin Creek this will be one
of the largest and nost conplex resource devel opnent
projects in Alaska. Current estimated capital costs
for the project are welt in excess of $1 billion
dollars. A mne at Donlin Creek would enploy ~ pay
royalties to the shareholders of Alaskan Native
Cor poration  of Calista Corporation, the mneral
est~i holder for the deposit, and pay Mning License
Taxes and Corporate Incone Taxes to the State. These
benefits are in addition to the potential paynents
proposed under HB 280.

e One of the biggest uncertainties facing mnera
devel opnent in the unorgani zed borough of Al aska., and
hence the Donlin Creek Project, anongst others, is the
| ack of any defined tax structure at the |ocal |evel
This makes it extrenely difficult to accurately
predict future operating margi ns and costs when one is
devel oping the conplex economc nodels that nust be
conpleted prior to making a billion dollar investnent
decision, such as we are facing at Donlin Creek. This
in turn nmakes it harder to achieve a positive decision
on such | arge investnents.

. HB 280 presents several nechanisns for conpanies, who
wsh to invest in mne developnent in Alaska, to
address these uncertainties, while at the sane tine
providing a nmechanismfor the industry to contribute to
the cost of education in their communities and, should
a local governnent be fornmed at sone point in the
future, contribute to the <cost of funding | ocal
gover nnent .
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5:11: 30 PM

KEVIN RI TCH E, ALASKA MUNI Cl PAL LEAGUE, JUNEAU, noted that
the League represents future nunicipalities that m ght form
He noted that there have been inprovenents to the
| egi sl ation. He observed that taking away taxing authority
in any manner is of concern to the nunicipalities. He
addressed section 2 (c), which allows a nunicipality to
negotiate a paynent in lieu of taxes unless the property is
subject to a state contract. He felt that the subsection
woul d take away the authority, which is granted in other
parts of the bill, for the nmunicipality to define what is
needed to pay for schools, roads, public safety and other
services. He encouraged the Commttee to review the | anguage
nore cl osely.

M. Ritchie discussed section 3. Section 3 would broaden the
severance tax issue to all municipalities. The provision was
recently added. Previously, the bill only inpacted the
formati on of new boroughs. He did not think there was a
current severance tax on mnerals.

5:14: 56 PM

STEVE VAN SANT, STATE ASSESSOR, DEPARTMENT OF COMVERCE,
COWUNITY AND ECONOM C DEVELOPMENT, (via teleconference)
offered to answer questions of the Committee.

5:15: 34 PM

STEVE BORELL, ALASKA M NERS ASSCCI ATI ON, ANCHORAGE, (via
t el econf erence) noted that the mning industry is
vol unteering to pay a new tax, through HB 280. The tax woul d
be on large mnes operating in the unorgani zed borough at a
constant rate for a period of 15 years from the first
production at the mne. The industry already pays several
taxes to the state depending on the type of |and where the
mning occurs. A mning license tax is paid to the state
regardl ess of whether the land is on state, federal or
private land. Mning al so pays corporate incone tax, mning
claimrentals, production royalty on state owned |and, and
property tax when the mne is in the organized borough.
M nes would also pay taxes to future boroughs. He stressed
the need for tax certainty.

5:17: 53 PM

Co-Chair Chenault asked about AS 43.56 properties assessed
by the state and the tax proposed on the mning industry.
M. Van Sant observed that AS 43.56 oil and gas properties,
which are assessed by the state and cross-jurisdictional
| ines between communities, are levied a 20-m| tax by the
state. Municipalities levy their ml| rate against the 20-m |
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tax. G| conpanies do not pay nore than 20 mls on any
evaluation. The State would retain authority to assess a tax
on mning property contained within certain boundaries,
whi ch don’t cross-jurisdictional lines. The 4-m | assessnent
woul d cone directly to the state unless a nunicipality was
f or med.

5:20: 54 PM

Co-Chair Chenault inquired how the value of the 4 mls would
be determned. M. Van Sant responded that the bill would
require them to value property based on the cost approach,
whi ch is based on actual costs. This approach is used on the
Red Dog M ne. The state also uses this approach on AS 43.56
property along with market and i nconme approach to val ue.

5:22: 07 PM

Vice-Chair Stoltze asked if there were | egal concerns.

KATHRYN KURTZ, ATTORNEY, LEG SLATIVE LEGAL SERVICES, (via
tel econference) pointed out that the state has the power of
taxation and has the authority to set a tax rate.

Vice-Chair Stoltze asked if there were potential problens
with locking into the rate. Ms. Kurtz could not address the
gas line issue. She comented that the bill would give the
state of Alaska the power in lieu of taxes. It does not
cause a great deal of |egal concern because of the scope of
the issue. She acknow edged that a surrender of the state’'s
t axi ng power woul d be unconstitutional.

5:26:42 PM

Representative Hol masked if the state has the right to give
away the taxing authority on mnerals owned by the residents
of the state and allow nmunicipalities to inpose a severance
tax. Ms. Kurtz pointed out that the state of Alaska has
broad powers in determning the taxing power of
municipalities. The state currently has a taxing structure,
which allows nmunicipalities to inpose property taxes, sales
and use powers.

5:29:17 PM

Representative Joule asked if the bill wuld change the
arrangenents of existing borough operations. M. Pound did
not think it would affect existing operations.

5:31: 02 PM

Co-Chair Chenault asked if 4 mls was a reasonabl e anount
and how it is determned. M. Van Sant responded that the 4
mls levy is determined by the school contribution in Title
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XI'V, which changes each year depending on the value of the
mne. The value of the mne is determ ned by cost. The tax
val ue would increase as the investnment increases. He noted
that AS 43.56 property is 20 mls times the value. The val ue
woul d go down each year if new dollars were not invested in
the mne. The 4-m| rate is not based on the ore extracted
but on the investnent in the property.

5:35: 08 PM

Representative Hol m MOVED t o ADOPT Anendnent 1:

Page 4, line 2

I nsert new subsection (c)

(c) Property tax inposed by a municipality under AS
29.45 is in place of the tax |evied under AS 43.67.010.
In the case of a nunicipality incorporated after
January 1, 2005, the transition provisions of AS
29. 05. 140 govern the transition from assessnent by the
departnment to assessnment by the nunicipality.

Re letter the remaini ng subsection accordingly

Page 5, line 20

Foll owi ng “after”

Del ete “an assessnent”

I nsert “a determni nation”

Page 6, line 26

I nsert new (2)

(2) “departnment” neans the Departnent of Revenue or the
Depar t ment of Commer ce, Communi ty, and Econom c
Devel opnent ;

Re nunber the remai ni ng paragraphs accordingly

Page 7, line 6
Fol | owi ng “The Departnent of Revenue”
Insert “and the Departnent of Conmerce, Community, and
Econom c Devel opnent”
Vi ce-Chair Stoltze OBJECTED

5:35: 33 PM

M. Pound noted that the anmendnent deals with how property
tax is inposed on a municipality under Title 29. A new
borough would have up to two years for transition. The tine
line for appeals was restructured to allow 30 days after a
determ nation. The Departnent of Commerce, Community and
Econom ¢ Devel opnent was added under the definition of
departnent and given the power to formul ate regul ati ons.

5:37:44 PM
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Co-Chair Chenault asked for the definition of determ nation.
M. Pound clarified that there are 50 days.

Vice-Chair Stoltze WTHDREW his objection. There being NO
further OBJECTION, Anendnent 1 was adopt ed.

HB 280 was HELD over.

HOUSE BI LL NO 283

"An Act relating to the conpensation for board nenbers
of the Alaska Housing Finance Corporation; and
providing for an effective date."

M KE O HARE, STAFF, REPRESENTATIVE PETE KOIT, expl ained
spoke in support of the legislation and read from the
sponsor st atenent.

House Bill 283, an Act relating to the conpensation for
board menber s of the Al aska Housi ng Fi nance
Corporation, would increase the per diem from the
current |evel of $100 to $400.

The current level of $100 per diem has been in place
since the inception of the Corporation in 1971. This
| egi sl ati on woul d provide a much needed increase in the
anount of per diem commensurate with the inportance of
t he work being done. HB 283 woul d i ncrease the per diem
conpensation to $400, which is the currently the anount
recei ved by the Al aska Pernmanent Fund Corporation Board
of Trustees.

The Board of Directors of AHFC is required to review
and consider topics having to do wth bonding, the
nortgage industry, public housing, and many other
technical issues. In any given year, the Board is asked
to consider and approve $600 mllion to $1 billion in
bond prograns and mllions of dollars in tax credit and
other federal grants. The workload is such that board
nmenbers nust spend a great deal of their personal tine
studying and educating thenselves about corporate
activities. These are just sone of the reasons why it
is inportant to do what is necessary to help keep as
capabl e a board as possi bl e.

The conpensation is only applicable to the four public
menbers of the Corporation's seven nenber Board of
Directors. It is estinmated that the increase in per
diem woul d cost the Corporation approximtely $15, 000
in corporate receipts per fiscal year
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5:42:17 PM

Representati ve Hawker observed that the pension rates woul d
be brought into the 21" Century.

Vice-Chair Stoltze observed that the Al aska Pernmanent Fund
Corporation Board receives $400 a day and expressed support
for the |egislation.

5:44:13 PM

BRYAN BUTCHER, LEQ SLATIVE LI AISON, ALASKA HOUSI NG FI NANCE
CORPORATI ON, spoke in support of the legislation. He noted
that the Alaska Railroad Corporation (ARRC) Board also
receives $400 a day and pointed out that AHFC is self-
supporting. Alaska Housing Finance Corporation receipts
woul d be used, not the General Fund.

5:44:41 PM

Representative Hawker MOWED to report HB 283 out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 283 (STA) was REPORTED out of Commttee with a "do
pass" recommendation and with a new fiscal inpact note by
t he Departnent of Revenue.

DAN FAUSKE, EXECUTIVE DI RECTOR, ALASKA HOUSING FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, (via teleconference)
t hanked the conm ttee.

5:46: 08 PM

SENATE BILL NO._ 158

"An Act prohibiting the inposition of municipal sales
and use taxes on state construction contracts and
certain subcontracts; and providing for an effective
date."

SENATOR CHARLI E HUGE NS, sponsor, spoke in support of the
| egi slation and read fromthe sponsor statenent.

During the course of business in the last couple of
years, subcontractors in the construction industry, who
work in sonme areas of the state, have experienced
negative financial inpact due to the inposition of
| ocal sal es taxes on state DOI/PF funded projects.

In the case of a construction contract being awarded
and a primary contractor doing business with the state,
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the state is the purchaser of those services and, as
such, the legal incidence for the tax falls on the
state. Based on the state's sovereign immunity and the
fact that the state is imune fromtaxation no tax is
owed.

However, when a subcontract is awarded and a primry
contractor hires another contractor to do work for him
the subcontractor is not working directly for the
state, but for the original contractor, and in sone
cases a sales tax has been levied on the value of the
subcontract .

In one instance, on an Airport Project, a construction
contract was awarded to Quality Asphalt Paving (QAP).
QAP and Dinmond Electric entered into a subcontract
directly in connection with the project funded under
the construction contract. Dinond Electric was assessed
a sales tax of over $20,000 on the value of their
subcontract. This tax was unexpected and not consi dered
in their bid.

The state cannot afford to have an increase in the cost
of construction projects due to the |levying of sales
taxes on state construction contracts or subcontracts
directly awarded in connection with the project funded
under t he construction contract. Wi | e al |
muni ci palities do not assess this sales tax the policy
needs to be consistent statew de.

SB 158 will prohibit the inposition of municipal sales
and use tax on state construction contracts and certain
subcontracts and renedy the inequity that exists.

Senat or Huggi ns expl ained that there would be no tax on the
gross of a state construction contract. He observed that the
Department of Transportation and Public Facilities has
previously found that it was cheaper to pay the tax than to
go through a change order. He asked the Commttee to
preserve the traditional way of transacting business.

5:52:02 PM

Vice-Chair Stoltze spoke in support of the |egislation.
Senat or Huggins stressed that the bill maintains the status
quo.

5:53:38 PM

STEVE BOYD, NATIONAL ELECTRI CAL CONTRACTORS ASSQOCI ATI ON
ANCHORAGE, (via teleconference) spoke in support of the
| egi sl ati on and mai ntai ned that subcontractor work shoul d be
exenpt fromthese taxes.
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5:56:10 PM

DAVI D LANZ, PRESI DENT, DI AMOND ELECTRI C, (via
tel econference) offered to answer questions.

5:56: 31 PM

DENI SE M CHELS, MAYOR, NOME, (via teleconference) referred
to her letter in the nenbers’ packets (copy on file.) The
City of None is opposed to SB 158. She asserted that the
bill is punitive and unfairly restricts local control. The
bill dimnishes the existing statutory authority of | ocal
governnments to raise needed revenues through the Ilevy of
taxes. None receives nost of its revenue from self-tax and
property tax. She observed that 40 percent of the property
tax is exenpt by state statute. Contractors use the
municipality’ s services. Contractors are responsible for due
diligences to see what fees or taxes are required in the
comunity. The legislation would reduce the nunicipality’s
revenues.

5:59: 04 PM

KEVIN RI TCH E, EXECUTI VE DI RECTOR, ALASKA MJNI Cl PAL LEAGUE
spoke in opposition to the legislation and referred to a
letter fromAM to the Commttee (copy on file.) He stressed
that nmunicipalities nust tax to survive. The tax base
dimnishes in small comunities. Minicipalities have |ost
state funds over the past 10 years. He nmintained that the
issue is not between the contractor and city. He naintained
that the cost should cone out of the overall cost of state
or federal grants. He argued that the inpacts are |ocal and
the tax benefits |ocal citizens.

6:01: 59 PM

Representative Holm ascertained that M. Ritchie had never
bid a contract. Representative Hol m expl ai ned how a contract
is marked up, and that the percentage has to be included. He
inquired why the Al aska Minicipal League would think it
appropriate for tax dollars to be taxed.

6: 04: 03 PM

M. Ritchie responded that in nany cases federal noney woul d
cone into play. He referred to Mayor M chels’ statenent of
smal |l communities struggling to provide basic services. He
noted that tax dollars run a nmunicipality. Representative
Hol m pointed out that this also applies to Anchorage.

6: 07: 23 PM

Representative Kelly referred to the letter of April 26 from
Kat hi e Wasserman. He asked M. Ritchie to explain the |ast
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par agr aph:

The bill summary states that the bill’s intentionis to
“prohibit the inposition of nunicipal sales and use tax
on a construction contract awarded by the state or -~
state agency, or on a subcontract awarded in connection
with the project funded wunder the construction
contract.” This is msleading, as no communities inpose
a sales or use tax on a construction contract awarded
by the state. This issue is ONLY about subcontract
wor kers that have been hired by the contractor.

M Ritchie explained that no community taxes the full
in

contract. The letter refers to subcontracts awarded
connection with the project.

6:08:57 PM

Representative Kelly stated the bill’s intent is to prohibit

the inposition of nunicipal sales tax and use tax on
construction contracts awarded by the state of Al aska or on
t he subcontractor awarded in connection with the project. He
sumari zed that AML charges that this is m sl eading.

M. Ritchie clarified that communities can’t inpose a sales
tax on the general contractor, but can on subcontractors not
awarded by the state. Representative Kelly continued to
express concern.

6:11: 35 PM

THYES SHAUB, LOBBYI ST, NATI ONAL FEDERATI ON OF | NDEPENDENT
BUSI NESSES, AGC, in support of the legislation. She
enphasi zed that business likes to know what the rules are
and have them applied consistently.

6:12:51 PM

Representative Hawker MOED to report SB 158 out of
Conmittee with i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Representative Joule OBJECTED for discussion purposes. He
stressed that the legislature nmust deal with nunicipalities
and their financial issues. The bigger issue is how we are
not sharing the wealth with those communities.

Representative Joule W THDREW his objection. There being NO
further OBJECTION, it was so ordered.

SB 158 was REPORTED out of Committee with a "do pass”

reconmendation and with a zero fiscal inpact note by the
Depart ment of Comrerce, Conmunity and Econom c Devel opnent.

House Fi nance Committee 14 05/ 04/ 05 4:52 P. M



6: 14: 29 PM

Representative Joul e spoke about future problens due to | ack
of revenue sharing.

6:16: 03 PM

CS FOR SENATE BILL NO. 155(FIN)

"An Act maki ng appropriations fromthe earnings reserve
account for construction of an integrated science
conplex at the University of Al aska in Anchorage, for
replacenent of the virology |aboratory in Fairbanks,
for expansion of the Anchorage Miuseum of History and
Art, for the mmjor maintenance grant fund, and for
other capital projects related to education; and
providing for an effective date."”

Co-Chair Meyer presented the Commttee with work draft for
SB 155, |abeled 24-LS0687\U, Kurtz, 5/4/05. He noted the
bi ggest change was a fund source change from pernmanent fund
earni ngs were changed to general funds.

SUZANNE CUNNI NGHAM  STAFF, CO-CHAIR MEYER, reviewed the
changes in the proposed work draft. She clarified that all
of the funding sources were changed from permanent fund
earnings to general funds.

6:18: 02 PM

She observed that projects in section 3 were reduced to
reflect a 70/ 30 percent split, or 2 percent for REAA's. This
change reduced the overall cost of the projects previously
contained in the legislation by $19,447,972 wusing the
capital matching grant forrmula. She noted that $57 mllion
in new projects were added to section 3. An additional $10
mllion was added in section 5 to the University of Al aska
Fai rbanks’ fisheries and ocean facility at Lena Point.
Section 6 was anended from $5 to $15 nillion for the
Anchorage Museum of History and Art expansion.

6:19:16 PM

Vice-Chair Stoltze asked if it would require a title change.
Ms. Cunni ngham agreed that a title change was in order.

6:19: 29 PM

Representati ve Hawker MOVED to ADOPT the work draft for SB
155, | abel ed 24-LS0687\ U, Kurtz, 5/4/05.

Representative Holm OBJECTED. He felt it would Dbe
appropriate to further review the | egislation.
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Represent ati ve Hawker acknow edged the desire to have nore
tinme, but pointed out the late date [in the legislative
session].

6:21: 15 PM

At ease

6: 25: 50 PM

Ms. Cunni ngham observed that the two |argest elenents in SB
155 were in section 2, which is the major maintenance |ist,
and section 3, which contains new construction. The
Departnent of Education and Early Devel opnent establish the
maj or mai ntenance list. The intent was to equal out projects
awar ded to each district.

6:27:31 PM

Representati ve Hol m W THDREW hi s obj ecti on.

Representative Hawker noted there was an earnings reserve
fundi ng which he preferred.

6:28: 18 PM

Represent ati ve Hawker MOVED to report HCSSB 155 (FIN) out of
Committee with individual recomendations. There being NO
OBJECTIQN, it was so ordered.

HCSSB 155 (FIN) was REPORTED out of Conmmttee with a "do
pass" reconmendati on.

Co-Chair Meyer announced that the Commttee would Recess
until 8:30 AM May 5, 2005.

Representati ve Hawker asked the commttee to nove HB 280.
Representative Hol m objected to that notion, saying he has
an anendnent. Co-Chair Meyer said there would be tine in the
nor ni ng.

The neeting was recessed at 6:31 PMuntil 8:30 AM on May 5,
2005.

8:48: 57 AM

Co- Chair Chenault resuned the neeting.

HOUSE BILL NO._ 280

"An Act relating to the taxation of mning property;
relating to contracts approved by nmnunicipalities for
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paynents in lieu of taxes; and providing for an
effective date."

Vi ce-Chair Stoltze referred to Article | X [Al aska
Constitution], and questioned if there is a problemwth the
| egi sl ature surrendering the power of taxation. M. Pound
restated that |egal counsel, as indicated by Ms. Kurtz, does
not have a problemwth it.

8:52:14 AM

Representative Kelly referred to Vice-Chair Stoltze's
question and sunmarized that the question is if the state
has the right to transfer taxing authority to another
entity.

Representative Holm said he spoke with Jack Chenoweth from
the Al aska Legislative Legal. He referred to a neno, which
states that the legislature has the right to restrict
taxation authority and to give it away. The |egislature has
prohi bited nmunicipalities from taxing oil or gas. He noted
that the legislation wuld change a severance tax to a m|l
t ax, which would allow nunicipalities to tax the
infrastructure but not the mnerals. He naintained that the
| egi slature has a fiduciary obligation to set state policy
that clarifies that the resources are owned collectively and
should benefit all Al askans. He maintained that resources
need should be brought into the comunity pot and it would
be bad policy to allow individual communities to benefit.

8:56:46 AM

M. Pound corrected earlier testinony by clarifying that the
Nor t hwest Borough does not collect a severance tax.

8:57:20 AM

Representative Hol m MOVED t o ADOPT Anendnent 2:

Page 2, Lines 18-19
DELETE [other than a tax inposed before January 1,
2006]

Co- Chai r Chenaul t OBJECTED for di scussion  purposes.
Representative Holm explained that the anendnent would
renove the retroactivity provision. This would prevent
municipalities from charging a severance tax on a m neral
resource. M. Pound stated a concern that sone boroughs
al ready use a severance tax.

8:58:12 AM

STEVE VAN SANT, STATE ASSESSOR, DEPARTMENT OF COMVERCE,
COWUNITY AND ECONOM C DEVELOPMENT, (via teleconference)
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commented on Amendnent 2. He explained that Denali Borough
collects a severance tax on gravel and coal, which results
in approximately $56 thousand. The Kodiak Island Borough
collects a severance tax on tinber. He thought that the Lake
and Peni nsula Borough also has a severance tax, which has
not been col |l ected.

9:00:42 AM

Co- Chair Chenault asked Representative Holm to clarify the
intent of the anmendnent. Representative Holmstated that the
amendnent woul d prevent any re-cooping or retroactivity. He
gquestioned if those <communities that currently have
severance taxes in place could collect a m| tax.

9:01: 48 AM

M. Van Sant replied that they could have a sales tax or a
property tax, but it would take sonme work. He pointed out
that the 4-m|l| levy is for the unorgani zed boroughs.

Representative Holm thought the bill mght have sone
uni ntended consequences. He asked if the Denali Borough
currently has a property tax. M. Van Sant noted that the
Denali Borough does not collect property tax. The Borough
collects a bed tax and severance tax. Representative Holm
noted that the [severance tax collected in the Denal
Bor ogh: $56 thousand) is insignificant.

9: 05: 02 AM

Representative Kelly requested an opinion from the m ning
i ndustry.

9: 06: 20 AM

At ease.

9:14: 31 AM

JAMVES FUEG PLACER DOQOME, MEMBER COUNCIL OF ALASKAN
PRODUCERS, testified via teleconference. He addressed the
m ni ng perspective on granting severance taxes. He said, in
general, the mning industry does not support them but is
in favor of grandfathering in existing severance taxes.
Representative Holm asked if this was a constitutional
position. M. Fueg said no.

9:16: 31 AM

Representative Joul e asked for clarification. Representative
Hol m repl i ed.
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A roll call vote was taken on the notion to ADOPT Anendnent
2.

I N FAVOR: Kelly, Holm
OPPCSED: Joul e, Moses, Stoltze, Wyhrauch, Foster, Hawker,
Chenaul t, Meyer

The MOTI ON FAI LED (2-8).

Representative Joule MOVED to report CSHB 280 (FIN) out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal inpact notes.

Represent ati ve Hol m OBJECTED.

A roll call vote was taken on the notion to report CSHB 280
(FIN) out of Commttee.

IN FAVOR. Stoltze, Foster, Hawker, Joule, Chenault, Meyer
OPPOSED: Mbses, Weyhrauch, Holm Kelly

The MOTI ON PASSED ( 6-4).

CSBH 280 (FIN) was REPORTED out of Committee with a “no
recommendati on” reconmendation and with a new fiscal inpact
note by the Departnent of Revenue, and with a new fiscal
i npact note by the Departnent of Conmmerce, Community and
Econom c Devel opnent.

9:22:13 AM

HOUSE BI LL NO. 243

"An Act relating to the maxi num annual regul atory cost
charge collected from certain regulated public
utilities and pipeline carriers; and providing for an
effective date."

Representative Stoltze MOVED to ADOPT work draft for HB 243
| abel ed 24-GH1138\Y, Craver, 5. 3. 05. There being NO
OBJECTIQN, it was so ordered.

Representative Kelly observed that the legislation has the
support of the Governor and Al aska Industrial Devel opnent
and Export Authority (AIDEA). The Ilegislation would extend
for one year the opportunity for the Four Dam Pool utilities
to create a financing agreenment that is satisfactory to
Al DEA.

9:23:16 AM

Representative Hawker spoke in support of the |egislation
and pointed out that there would be a zero fiscal note from
Departnent of Comrerce, Community and Econom ¢ Devel opnent.
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9:24: 03 AM

Vice-Chair Stoltze requested comments fromM. Mller.

RON M LLER, EXECUTI VE DI RECTOR, ALASKA | NDUSTRI AL
DEVELOPMENT  AND  EXPORT  AUTHORI TY, ( Al DEA) , (via
tel econference) explained that the one year extension would
allow the Four Dam Pool power agencies to provide a
financing plan denonstrating commtted funds for conpletion
of the Swan/Tyee project. According to the origina
Menor andum of Understanding (MOU), the Four Dam Pool Power
Agency had until April 11, 2005 to provide such a financing
plan to AIDEA. A plan contingent on state and federal grants
was submitted, but not accepted. An alternative was
proposed, which would require the Agency to deposit $5
mllion with AIDEA or Alaska Energy Authority (AEA) in an
escrow account. The $5 mllion would be a credit that the
Four Dam Pool Power Agency would be required to pay into the
PCE endowrent should they not cone up with a financing plan
showing commtted suns to conplete the project. This was
agreed to in the MOU He observed that AIDEA has proposed a
mechanism to allow the Agency to retain interest on the $5
mllion proposal. He noted that AIDEA does not support of
oppose the | egislation.

9:27:20 AM

In response to a question by Vice-Chair Stoltze, M. Mller
clarified that the legislation pertains to the Four Dam Pool
Power Agency and is not connected to Healy coal production

There is a potential inpact to the PCE endowrent. There
could be a possible loss in earnings to the endowrent froma
one-year delay. He observed that it is a policy call for the
| egi sl ature.

9:29: 26 AM

Representati ve Weyhrauch summari zed that the legislation is
an i nnocent extension to allow the parties to establish the
terms of a MOU. The potential inpact of the PCE is a by-
product of the extension. In response to a question by
Representati ve Weyhrauch, M. MIller noted that the Four Dam
Pool Power Agency is a joint action agency that was created
to acquire the Four Dam Pool assets from the Al aska Energy
Aut hority. Wangell, Ketchikan, Kodiak, Copper Valley and
Pet ersburg nake up the agency, which is not a state agency.
The MOU agreenent is between the AEA and the Four Dam Pool
Power Agency.

9:31: 24 AM
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Representative Kelly referred to “may” on page 4, line 10,
which would benefit AEA and AIDEA. He noted that the
Governor is in support of this bill.

9:32: 26 AM

Representati ve Hawker asked if the fiscal note was fromthe
Regul atory Conm ssion of Al aska and asked AIDEA if a zero
note is appropriate.

9: 32: 58 AM

SHARON FI SHER, ALASKA | NDUSTRI AL DEVELOPMENT AND EXPORT
AUTHORITY, (AIDEA), (via teleconference) stated that the
fiscal note should be indetermnate due to the loss of a
year’s worth of interest, if noney is not held in escrow.

9:33: 57 AM

Representative Hawker MOWED to renove of the Regulatory
Comm ssion of Alaska fiscal note and adopt an indeterm nate
note from AIDEA. There being NO OBJECTION, it was so
or der ed.

Representative Kelly agreed with the indeterm nate note.

Vice-Chair Stoltze said he is operating under a good-faith
effort by allowing an indeterm nate fiscal note.

9: 35:48 AM

Representative Kelly MOVED to report CSHB 243 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 243 (FIN) was REPORTED out of Committee with a "no
reconmendati on" recomendation and with a new indeterm nate
fiscal inpact note by the Departnent of Comrerce, Conmmunity
and Econom c Devel opnent .

9: 36: 28 AM

CS FOR SENATE BILL NO. 110(FIN) (efd fld)

"An Act relating to regulation of the discharge of
pollutants wunder the National Pollutant D scharge
El i m nation System ™

KURT FREDRI KSSON, ACTI NG DEPUTY COW SSI ONER, OFFI CE OF THE
COW SSI ONER, DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON, new
conmi ssioner, provided witten testinony:
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M ster Chairnman, nenbers of the Commttee, | am pl eased
to testify today in support of this Bill authorizing
the Departnment of Environnental Conservation (DEC) to
assune primacy for the National Pollutant D scharge
Elimnation System (NPDES) permt program from the
federal Environnental Protection Agency (EPA).

Governor Murkowski and | believe passage of this
| egislation wll allow Al askans to better protect the
State’s water resources and build a strong econony.

Wth nme today 1is Dan Easton, Director of the
Department’s Division of Water to provide you with the
details of how this bill was devel oped.

Under federal |aw all discharges to surface waters nust
be permtted under the NPDES permt programto protect
water quality. Comrunity sewage treatnment facilities,
construction of storm water drains on nore than one
acre, seafood processors, log transfer facilities,
bal | ast water discharge facilities, mning operations,
oil and gas operations, and fish hatcheries all nust
have NPDES permts to operate. There are currently over
2300 regul ated permt holders in Al aska under the NPDES
permt program

The federal C ean Water Act is founded on the principle
that the rights of states to nmanage water quality
within their borders should be protected. The  ean
Water Act includes provisions for a state to assune
primacy from the Environnmental Protection Agency (EPA)
for issuing NPDES permts for discharges to surface
waters within the state’s borders. In states that do
not assune primacy, EPA runs the NPDES program

Like four other states, Al aska has never pursued the
opportunity provided by the federal Cean Water Act to
shape the NPDES water pollution control permt program
to fit our state’'s wunique circunstances. The bill
before you would allow DEC to devel op a conprehensive
water quality protection program where all program
conponents, from | egislative budgeting and oversight to
fieldmrk and enforcenent, are conducted here in the
state, where Alaskans can shape solutions to fit
Al aska’ s chal | enges.

Wthout this legislation, EPA wll continue to be
Al aska’s water quality permtter. EPA nmakes the permt
rules and review tinmeframes. EPA deci des what goes into
the permts and who gets inspected. EPA decides how
Al aska’s water quality standards wll be applied to
specific discharges. EPA sets Alaska’s water quality
priorities. EPA decides what's inportant for Al aska and
what’ s not .
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As you know, Governor Mirkowski has an anbitious agenda
for the responsible developnment of Al aska s natural
resources. The Governor has pledged to inprove permt
efficiency wthout a rollback of envi ronnent al
protection. However, as long as EPA runs the NPDES
permt programin Al aska, DEC cannot fix what we don’'t
control. W can’t establish appropriate performance
nmeasures wth the legislature for tinmely permt
actions, we can’'t establish the state’s annual permt
and environnmental protection priorities, and we can't
offer a tinely appeal process that allows conflicts to
be judged by Al askans in Al aska.

A state run NPDES permt program won't be free. Wen
EPA issues permts in Alaska the costs are borne by the
US taxpayer. A state permt program wll shift
authority and responsibility to the state, but it wll
al so shift sonme of the costs to permt holders and the
state.

State primacy for the NPDES permt program is a
critical investnent in the stewardship of Al aska s
envi ronment and devel opnent of our natural resources.
It wll better align regulatory requirenents with real
Al askan conditions and the real risks to Al aska s water
quality. A faster, nore effective state permt program

will be based on Alaska' s priorities — not national
“one-size-fits-all” priorities. DEC s permt
priorities; level of effort and performance neasures

woul d be subject to annual review and approval by
Al askans through their elected officials in the state
Legi sl ature.

If Alaska is to realize the promse of resource
devel opment, we nust accept responsibility for managi ng
Al aska’s water quality by assumng primacy for the
NPDES program

It’s time we invest in the developnent of Alaska's
resources by taking responsibility from the federal
gover nnent to pr ot ect Al aska’ s envi ronnent . I
respectfully ask that you vote to pass SB 110.

9:41: 12 AM

DAN EASTON, DI RECTOR, DIVISION OF WATER, DEPARTMENT OF
ENVI RONVENTAL CONSERVATI ON, explained that SB 110 was the
result years of effort, starting in 2002. The |egislation
began wth SB 326, which asked the Departnent to take a | ook
at the consequences and benefits of state primacy for the
National Pollutant Discharge Elimnation System (NPDES)
permt program He gave a brief history of the process of
| ooki ng at primacy.
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He acknowl edged that there was a sizeable fiscal note. The
Departnment currently has a staff of 30 and budget of $3.3
mllion, which would becone part of a NPDES program Senate
Bill 326 indicated that there would need to be a staff of 43
and a budget of $4.8 million dollars [to inplenent state
primacy]. The fiscal note indicates the difference. The
Division of Wter welcones the opportunity for an all
Al askan program

9:43: 11 AM

Co-Chair Meyer referred to the fiscal note and questioned if
the industry fees are detailed in the program receipts. M.
Easton clarified that it would take two years to inplenent
the primacy. The fiscal note reflects an increnental
increase as the state does nore and nore and can charger
nore and nore. It wll start nodestly and build. The
Division already collects sone fees. He observed that, on
average, fees would increase by 1.8%

9:44: 21 AM

Representative Joule voiced concern that primcy m ght
adversely affect the fisheries resource. He questioned the
zero fiscal note from Departnent of Fish and Gane.

Representative Joule noted that the federal governnent
recogni zes tribal governnents and noted that state primacy
woul d affect their standing.

Comm ssi oner Fredriksson stressed that it is a questioned of
accountability. He felt that the state could be nore
accountable than the federal EPA. He acknow edged that the
Department of Fish and Gane does play a roll. He felt that
state primacy would allow them to be nore responsive to
| ocal concerns and did not envision any change. The sane

entities would still be involved in review of the NPDES
permts.
9:48: 24 AM

Representative Joule asked if the Departnent would actively
seek sonme of that consultation. Conm ssioner Fredriksson
replied yes. He nmaintained that the state would be able to
work with the tribes in the constructing and permtting
process.

9:49: 27 AM

JON TILLI NGHAST, SEALASKA CORPORATI ON, spoke in support of
the legislation. He noted that Sealaska is a federally
recogni zed tribe. He stressed that that consultation with
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EPA has not al ways been good, while their consultation with
t he Departnent of Environnmental Conservation had been good.

9:51: 19 AM

KEVIN RI TCH E, EXECUTI VE DI RECTOR, ALASKA MJN Cl PAL LEAGUE,
noted that the AML supports the bill. He observed that the
| egi sl ati on woul d enhance | ocal control and provide greater
access and accountability.

9:52: 06 AM

DI CK  COCSE, FORVER ASSEMBLY  NMEMBER, KETCHI KAN, (via
tel econference) voiced support for the legislation. The
state needs to control its own future. He nmintained that
state managenent would be better than that of the federa
EPA. He felt t hat the Departnent of Envi r onnent al
Conservation uses better science and works better wth
people in the permtting process. He recounted problens with
EPA.

9:55:44 AM

LOS EPSTEIN, COOK  INLET  KEEPER, ANCHORAGE, (via
tel econference) expressed concern with the |egislation and
summarized witten testinony (copy on file.)

She stated that SB 110 accurately reflects the wish |ist
fromthe industry nenbers of the Departnent of Environnenta
Conservation’s workgroup studying NPDES. She noted that
because public interest groups were not allowed to
participate in the work group their concerns were never
addressed. She requested changes be nade to the conmttee
substitute in sections 1(b)(2) and 4(h)(3). She urged
opposition to passage of the |egislation.

She listed three reasons for their opposition:

1. The high governnent al cost of the permtting
program which only wll grow as the state's
i ndustrial growth increases,

2. Ensuring a high-quality permtting program to
protect Al aska’s sal non and ether fish

3. Ensuring governnmental accountability to the public
and Tri bes,

Ms. Epstein continued to explain that permttees could
suffer with passage of the legislation. She maintained that
according to SB 11's fiscal note, the |egislature would need
to appropriate, at a mninmum $1.5 mllion each year. These
costs are for a service — wastewater discharge permt
i ssuance —that the state now gets for free, This is a nmjor
change to DEC operations. She observed that the workgroup
limted permt fees at 16% of program costs (conpared to 57%
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of program costs paid by permttees in Oregon and 75-80%
paid i n Washi ngton). She maintained that the increased costs
woul d conme fromother state initiatives such as education or
road maintenance. She asserted that industrial growh or
growm h anong businesses with |ess than 20 enpl oyees could
further increase costs. She stressed that the DEC fi scal
note, prepared on April 25, does not show how fines wl
meani ngful ly reduce these new costs. The Fiscal Note does
not estimate the NPDES fines likely to be received, only
total fines historically received for all DEC prograns.

Ms. Epstein pointed out that the Departnent of Environnental
Conservation would not get any nore federal funding, since
the state receives the nmaxinmum anount allowed for
admnistering its Clean Water Act prograns. Wile federal
funding is projected to continue at the current level, the
federal budget process in future years may decrease this
anount, resulting in additional costs to the state.

If the legislature fails to fund the program adequately in
the future,it is likely that permt issuance would be sl owed
and permt errors may occur, Since there is virtually no
chance that EPA will take back the permtting program once
it has been given to the state, permttees wll suffer due
to insufficient general fund resources.

The workgroup’s report states that permt fees “are expected
to increase by a factor of 1.8, a substantial increase,”
including increases to nunicipal permt fees. Thus, both
state and local costs will increase significantly should the
state obtain NPDES prinmacy.

Fiscal Note cost estinates are arguably | ow because proposed
DEC staffing levels are insufficient to inplenent the
program adequately. If the programis not carried out wth
sufficient technical and enforcenent staff, water quality
and fish habitat will decline. Currently, a total of 51
full-time equivalent (FTE) enployees from EPA and DEC carry
out the permtting program DEC estimates reduce this nunber
to 43 ETE, including a 38% reduction in program devel opnent
staff (e.g., water quality standards staff), a 28%reduction
in permtting staff, and a 16% reduction in conpliance and
enforcenment staff.

Ms. Epstein asserted that the reductions are serious and
woul d change the nature and timng of permt issuance. She
stressed that they are not opposed to NPDES prinmacy, but
expressed concern the state of Alaska is trying to “do it on
the cheap”. She noted that the state of Al aska expects to
spend only 52% of the resources that Washi ngton State spends
per permt.

Ms. Epstein request ed t hat t he | egi sl ature obt ain
additional, detailed information from DEC on the adequacy of
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its staffing estimates, especially for technical and
enforcenment staff, and on the I|ikelihood of EPA approving
the permtting program with serious staff reductions in a
state with nunerous, |arge industrial operations.

“Addi tionally, Cook Inlet Keeper and industry- nenbers
of the workgroup share a concern about the limted
technical expertise at DEC and the Ilikely wuse of
consultants to develop permts. Problenms with the use
of consultants include potential conflicts of interest
and the lack of long-term DEC staff experience wth
particular industries, which can result in technical
deficiencies and costly staff inefficiencies, though
conflicts of interest were discussed in the workgroup,
Section 4(h)(4) needs to be anended to specifically
prevent conflicts of interest for DEC consultants.”

Ms. Epstein summarized that NPDES prinacy is a nmgjor
undertaking with serious fiscal, fish and governnental
accountability inplications.

10: 04: 02 AM

M KE POLLEN, NTL ALASKA, INC, (NAI), FAIRBANKS, (via
tel econference) noted that he had provided testinony to his
representatives. He related a couple instances that occurred
to himpersonally wwth testing |aboratories in Fairbanks. He
stressed that the EPA has not been tinely in comng forward
in providing standards or permts.

He stated that he has worked with both the EPA and the
Depart ment . He felt that Departnent of Environnental
Conservation staff are nore confident and have the skills
require for inplenenting the program He supported the
| egislation, which is an economc issue and stressed the
inpact on mning and gas line project, which could be held
hostage by a badly witten contract and/or permt. He urged
passage and fundi ng of the positions.

10: 08: 51 AM

STEPHANI E MADSEN, VI CE PRESI DENT, PACI FI C SEAFQOCD
ASSCCl ATI ON PROCESSORS, noted that she participated in the
wor kgroup. She stressed that they are not limted to paying
16 percent of the Departnent of Environnmental Conservation
budget. She observed that under HB 360 in 2000, there was a
formula of direct costs identified by the departnent. She
acknowl edged that the direct costs would go up. She felt
that the increase costs would be worth it to have Al askans
interpreting Al aska water standards. She enphasi zed that the
federal Cean Water Act would guide the program and EPA
would still be available for consultations. She wurged
passage of the | egislation.
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10: 11: 09 AM

CS SB 110 (FIN)(efd fld) was HELD in Conmttee for further
consi derati on.

ADJ QURNVENT

The neeting was adjourned at 10:12 A M
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