M NUTES
SENATE FI NANCE COW TTEE
April 8, 2005
9:01 a.m

CALL TO ORDER

Co- Chair Green convened the neeting at approximately 9:01 AM
PRESENT

Senat or Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Bert Stedman

Senat or Lyman Hof f man

Senat or Donny O son

Al so Attendi ng: SENATOR BEN STEVENS; REPRESENTATI VE RALPH SAMUELS;
MARY JACKSQON, staff to Senator Tom Wagoner; JOHN KUTERBACH, Air
Permits Program Manager, Division of Air Quality, Departnent of
Envi r onnent al Conservati on; KURT  FREDRI KSSON, Comm ssi oner,
Department of Environnental Conservation; DAN EASTON, Director,
D vision of Water, Departnent of Environnental Conservation; EDDY
JEANS, Director, School Finance D vision, Departnent of Education
and Early Devel opnment; DEAN GUANELI, Chief Assistant Attorney
General, Legal Services Section - Juneau, Crimnal Division, and
O fice of Special Prosecutions and Appeal s, Departnent of Law,

Attending via Tel econference: From an offnet |ocation: DAN
SEAMOUNT, Comm ssioner, Alaska G| and Gas Conservati on Comm ssi on;
M KE POLLEN, President, NTL Al aska, Inc.; STEVE BORELL, Al aska
M ners Associ ation; EARL HUBBARD, Vice President, Trident Seafoods
Cor poration; From Fairbanks: CAMERON LEONARD, Departnent of Law,
testified via tel econference from Fai rbanks; From Ketchi kan: D CK
COOSE, Concerned Al askans for Resources and Environnment (CARE);
From Anchorage: STAN JONES, Legislative Affairs Coordinator, Prince
W liam Sound Regional Gtizens' Advisory Counsel; FromKenai: MKE
MUNGER, Executive Director, Cook Inlet Regional Ctizens' Advisory
Counsel

SUMVARY | NFORMATI ON

HCR 2-1 N- STATE NATURAL GAS NEEDS

The Committee heard from the sponsor and the resolution was
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reported from Conm ttee.
SB 144- EM SSI ON CONTROL PROGRAM PERM TS/ REGS

The Conmittee heard from the sponsor and the Departnent of
Envi ronnental Conservation. The bill was reported from Conmttee.

SB 103-O L & GAS: REG OF UNDERGROUND | NJECTI ON

The Commttee heard from the Alaska G| and Gas Conservation
Comm ssion. The bill was reported fromCommittee.

SB 110- PCLLUTI ON DI SCHARCE & WASTE TRMI/ DI SPOSAL

The Committee heard from the Departnent of Environnenta
Conservation, the Departnent of Law, advisory conmttees, and ot her
interested parties. The bill was held in Commttee.

SB 155- APPROP: SCHOOLS/ UNI V/ VI ROLOGY LAB/ MUSEUM

The Conmittee heard from the sponsor and the Departnent of
Education and Early Developnment. A commttee substitute was
adopted, and four anendnents were considered with two adopted and
one anended and adopted. The bill was reported from Commttee.

SB  70- CRI MES | NVOLVI NG CONTROLLED SUBSTANCES

The Commttee heard from the Departnent of Law. A conmttee
substitute was adopted and the bill was held in Conmttee.

#HCR2
9:13:45 AM

HOUSE CONCURRENT RESCLUTI ON NO. 2

Urging Governor Mirkowski to take quick action to conduct,
approve, or sanction a study of in-state natural gas needs and
take-of f points for intrastate use of natural gas transported
in a North Sl ope natural gas pipeline.

This was the first hearing for this resolution in the Senate
Fi nance Commi ttee.

REPRESENTATI VE RALPH SAMUELS, sponsor of the bill, testified that
on February 9, 2005, the federal Energy Regul atory Conm ssion rul ed
that before an open season design or construction could begin on an
Al aska natural gas pipeline, a study of in-state needs nust be
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conducted by the State. This resolution provides "encouragenent and
support™ to Governor Mirkowski to undertake this effort.

Co-Chair Green understood this resolution received a hearing in the
Senat or Resources Committee.

Representative Samuel s affirned.
Co-Chair Geen asked if any unresol ved issues or questions exist.

Representative Sanuels answered there were none. He noted that all
nmenbers of the House of Representatives signed on as co-sponsors of
this resolution. Devel opnment of the State's natural gas resources
woul d benefit all communities, regardless of their location within
the State. Al askan's woul d have access to natural gas.

9:15:13 AM

Co-Chair Green asked if the sponsor had considered whether this
resolution should be distributed to other parties or interest
groups and whet her doing so would provide any influence.

Representative Samuels replied that none were identified. The
resolution is directed to the Murkowski Adm nistration. He offered
to forward the resolution to private conpanies or other interest
groups if the Co-Chair requested.

Co-Chair Green indicated this would not be necessary. She has heard
significant support for this resolution.

9:16: 20 AM

Co-Chair WIlken offered a notion to report the resolution from
Comm ttee with individual recommendati ons and acconpanyi ng fi scal
not e.

There was no objection and HCR 2 MOVED from Comrmittee with a zero
fiscal note #1 fromthe Departnent of Natural Resources.

#SB144
9:16:44 AM

CS FOR SENATE BI LL NO. 144(RES)

"An Act relating to regulations, definitions, and permts
under the em ssion control permt progranm and providing for
an effective date."
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This was the first hearing for this bill in the Senate Finance
Commi ttee.

MARY JACKSQN, staff to Senator Tom Wagoner, testified that two
years prior, the "current reform package" was passed at the request
of Governor Mirkowski. One portion of that package was intended to
streamine the air permt process. However, sone deficiencies were
di scovered. In order to conply with federal regulations, this
| egi sl ation provides definitions identical to federal definitions.

9:17: 56 AM

Co-Chair G een understood this legislation would bring State
statute into conpliance with federal regulations on air prinmacy and
"air permtting".

Ms. Jackson affirned.
9:18: 20 AM

JOHN KUTERBACH, Air Permts Program Manager, Division of Air
Quality, Departnent of Environnental Conservation, testified he was
avai lable to answer questions on this technical bill. He stated
this legislation adjusts the definitions adopted two years prior to
conply with federal regulations.

9:18: 57 AM

Co- Chair Green asked the consequence if this |egislation does not
pass into | aw.

M. Kuterbach replied that the Departnment would be unable to obtain
approval of the permtting process fromthe federal Environnental
Protection Agency (EPA). The "critical deficiency" is that the
current State definitions identify "who needs an operating perm:t
nore narromy than the federal regulations require." The federal
regul ations require that multi-stationary sources under single
ownership be conbined in determning whether a permt is needed.
Al aska | aws consi der each source individually.

9:19:52 AM
Co-Chair Geen noted that with the exception of a definition
change, this legislation anends few words of the current statute.

She asked for an explanation of the repeal provision contained in
Section 8.
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M. Kuterbach explained the "repeal 1is the definition of
nodi fication.”™ Modification is used "very precisely” in "several
federal prograns that we're required to inplenent." These differ
slightly for each program The initial intent was to adopt the
correct definition in statute, which was possible for one of the
federal program but not the others. This |egislation proposes
repealing the definition fromstatute; another section of the bil
would require the Departnent to adopt |anguage in regulations
consistent wwth the federal programi npl enented.

9:20:59 AM

Co-Chair Geen noted the July 1 2005 effective date and asked if
the Departnment would be prepared to inplenent the provisions of
this legislation by that tine.

M. Kuterbach assured this date was adequate.

9:21:18 AM

Ms. Jackson stated that initially the Departnent had requested
authority to adopt definitions. Upon discussion, it was determ ned
that establishing the definitions in statute was nore appropri ate.
9:21:40 AM

Senator (O son asked if any party in the private sector has
commented on this |egislation.

Ms. Jackson infornmed that the Departnment sent letters to parties
that woul d be affected by this legislation, particularly those who
hold mning permts. No responses were received and no concerns
were voiced. She personally contacted the Alaska G| and Gas
Associ ation and the Alaska Mning Association, and was told the
organi zati ons had no concerns.

Co-Chair Geen stated that the m ning association has a history of
providing input on legislation affecting its nenbership.

Senator O son clarified the Alaska Mning Association has not
voi ced any objection to this |egislation.

Ms. Jackson affirned.
9:22:48 AM

Co-Chair WIlken offered a notion to report the bill fromCommttee
wi th individual recomrendati ons and acconpanyi ng fiscal note.
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Co-Chair WIlken objected to the notion to pose a question. He
asked if M. Kuterbach is responsible for all air permts issued by
the State.

M . Kuterbach answered he is.

Co-Chair WIlken asked if the witness is famliar with the situation
i nvol vi ng Husky Lunber in Kenai.

M. Kuterbach was involved in resolving the issue.

Co-Chair WIken asked if he was satisfied with the anal ysis of that
i ssue and the resol uti on reached.

M. Kuterbach was satisfied the i ssue has been resol ved, although
was "sorry that it turned out the way it did in the initial stages
and that we didn't catch it earlier.”

Co-Chair WI ken appreciated the involvenent of the witness and the
conmmi ssioner in resolving the issue.

Co-Chair WI ken renoved his objection.
9:24:01 AM

Wt hout objection SB 144 MOVED from Conmttee with zero fiscal note
#1 fromthe Departnment of Environnental Conservation.

9:24:30 AM
[ Pause on the record.]

#SB103
9:24:56 AM

SENATE BILL NO 103

"An Act relating to regulation of underground injection under
the federal Safe Drinking Water Act; and providing for an
effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.

DAN SEAMOUNT, Comm ssioner, Alaska Gl and Gas Conservation
Conmmi ssion, testified via teleconference from an offnet |ocation
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and referenced a handout titled, "Al aska U C |Issues, Wat we do.
What are the chall enges? Wat are the options?" [Copy on file.] He
stated this outlines the bill.

Co-Chair Green requested the wi tness overview the information.
9.26:39 AM

M. Seanmpbunt stated the second page of the handout summari zes the
i ssue. This page reads as foll ows.

AOGCC - EPA U C Situation
* Introduction
e U C and ot her USDW Responsibilities
* Senate Bill 103

e The problemto solve
o UC Wll dasses
o Alaska U C situation - redundancy, confusion, tine,
$$

e Options/Solutions

M. Seanount testified this bill wuld allow the State, and
specifically the Alaska Gl and Gas Conservation Comm ssion
(ACEXC), to obtain partial primacy for oversight of dass 1 type of
di sposal wells. There are only seven in the State. Currently the
AOECC has oversight of the approximately 1,155 dass 2 wells, which
are constructed alnost identically to dass 1 wells and are | ocated
in the sane areas. The agency has inspectors on site and this
| egi sl ati on woul d not cost the State additional funds.

M. Seamount remarked that the current "redundant" oversight
results in confusion and requires tinme and noney of both industry
and governnment. Wth the passage of this |egislation, one agency
woul d provide oversight and issues decisions as to the types of
fluids placed in these wells.

M. Seanount infornmed that a task force has been fornmed with the
federal Environnmental Protection Agency (EPA) to address the
transfer of this program The EPA is "generally on board with this
i dea".

Co-Chair WIlken directed attention to the photograph on the third
page of the handout show ng caribou grazing al ongsi de the Al yeska
Pipeline. This picture counters the argunent about "caribou and
pi pelines not getting along."

Senat or Bunde told of 16 hunting trips he has made to Prudhoe Bay
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and reported that on each visit he has seen caribou "standing in
t he shade" of the pipeline.

Senat or O son asked the consequences if this bill fails to pass in
to | aw.

9:30:43 AM

M. Seanmount replied that w thout enabling statute, the agency
coul d not assune operation of the program The |egislation would be
reintroduced the follow ng | egislative session.

Senat or O son asked how this would i npact industry operations.
9:31:13 AM

M. Seanount responded that generally EPA approval is significantly
sl ower than AGOCC approvals. The confusion about allowable fluids

for the different well classes would continue. As an exanple
fluids could not be deposited into a dass 2 well unless "they cone

from down the haul”. Situations exist in which a "cenent job is
being run on a well" and the deposit of sone materials could be
made in a dass 2 well but other materials nust be deposited into a
Class 1 well. Exactly the same fluids have to go down different

wel l's and often these wells are | ocated near each other.

9.32:25 AM

Senat or O son asked the industry opinion of this bill

9.32:34 AM

M. Seanmount replied that the Alaska G| and Gas Associ ati on has
testified in support of this bill at hearings held in other
comm ttees.

9:32:47 AM

Co- Chair Green asked how the original "m sclassification" of these
wel | s canme about.

9:33: 01 AM

M. Seanount recalled that the passage of the federal Safe Water
Drinking Act in approximately 1976 established five classes of
wells. He noted that details of these classifications are contained
in the aforenentioned handout. The federal governnent had
determned that class 2 wells used in the oil and gas industry
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coul d be managed by the State; the federal governnent nust manage
the remai nder of well classifications.

Co- Chair Green asked about any opposition to this bill

M. Seanount had heard of no opposition.

Co-Chair Green noted that no one had signed up to testify.
9:34:26 AM

Co-Chair Green noted the letter of intent adopted by the Senate
Resources Conmittee.

M. Seanpbunt had no conmment on the letter of intent.

Co-Chair Geen highlight that the letter of intent relates to the
oversight of other class wells in the future by appropriate state
agenci es.

9: 35: 38 AM

Co-Chair WIlken offered a notion to report the bill fromCommttee
wi th i ndividual recomrendations, acconpanying letter of intent and
acconpanyi ng fiscal notes.

There was no objection and SB 103 MOVED from Conmttee with the
Senate Resources Conmittee letter of intent dated March 7, 2005,
fiscal note #1 for $25,000 fromthe Departnment of Adm nistration,
and zero fiscal note #2 fromthe Departnment of Natural Resources.

9:36:33 AM
[ Pause on record.]

#SB110
9:37:26 AM

SENATE BILL NO 110

"An Act relating to regulation of the discharge of pollutants
under the National Pollutant D scharge Elimnation Systenm and
providing for an effective date."”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

SFC- 05 (9) 04/ 08/ 05



KURT FREDRI KSSON, Comm ssioner, Department of Environnenta
Conservation, read testinmony into the record as foll ows.

M. Chairman, nenbers of the Commttee, | am pleased to
testify today in support of Senate Bill 110, National
Pol I utant Di scharge Elim nation System (NPDES) Assunption. M
testimony will focus on why Governor Mirkowski and | believe
passage of SB 110 will strengthen the ability of Al askans to
protect the State's water resources and build a strong
econony. Wth me today is Dan Easton, Director of the
Departnent's Division of Water to provide you with the details
of howthis bill was devel oped.

The federal Cean Water Act requires that all discharges to
surface waters nust be permtted under the National Poll utant
Di scharge Elimnation System (NPDES) permt programto ensure
wat er quality protection. Community sewage treatnent
facilities, construction of storm water drains on nore than
one acre, seafood processors, log transfer facilities, ballast
wat er discharge facilities, mning operations, oil and gas
operations, and fish hatcheries all nust have NPDES permts to
operate. There are currently over 2300 regulated permt
hol ders in Al aska under the NPDES permt program

The federal Cean Water Act is founded on the principle that
the rights of states to manage water quality within their
borders should be protected. The federal law is designed to
acconplish uniform environmental quality goals nationw de
using pollution controls tailored to each state's unique
ci rcunst ances. The C ean Water Act includes provisions for a
state to assune primacy from the federal Environnenta
Protection Agency (EPA) for issuing NPDES permts for
di scharges to surface waters within state's borders. In states
that do not assume prinmacy, EPA runs the NPDES program

The m ssion and duties of the Departnent of Environnental
Conservation to adopt and enforce standards for the control of
water pollution is clearly spelled out in Al aska |law (AS
44, 46. 020). However, like four other states, Al aska has never
pursued the opportunity provided by the federal C ean \Water
Act to shape the NPDES water pollution control permt program
to fit our state's unique circunstances. SB 110 would all ow
DEC to develop a conprehensive water quality protection
program where all program conponents, from |egislative
budgeting and oversight to fieldwork and enforcenent, are
conducted here in the state, where Alaskans can shape
solutions to fit Al aska's chall enges.

SFC- 05 (10) 04/ 08/ 05



W thout primacy, the federal Environnmental Protection Agency
(EPA) is the water authority in Al aska. EPA nakes the
wastewater permtting rules in Al aska. EPA decides what's
inmportant and what's not. EPA decides the permt review
ti meframes. EPA decides what goes into the permts and who
gets inspected. EPA decides how Alaska's water quality
standards will be applied to specific discharges. EPA sets
Al aska's water quality priorities.

As you know, Governor Mirkowski has an anbitious agenda for
t he responsi bl e devel opnent of Al aska's natural resources. The
Governor has pledged to inprove permt efficiency without a
rol | back of environnmental protection. However, as |ong as EPA
runs the NPDES permt programin Al aska, DEC sinply cannot fiXx
what we don't control. W can't establish appropriate
performance neasures with the legislature for tinely permt
actions, we can't establish the state's annual permt and
environnmental protection priorities, and we can't offer a
tinmely 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 will shift authority and
responsibility to the state, but it wll also shift sone of
the costs to permt holders and the State.

SB 110 is an inportant investnment in the stewardship of
Al aska' s environnent and devel opnent of our natural resources.
It provides DEC with the human and fiscal resources to reform
the NPDES permt program to better align regulatory
requirenents with real Al askan conditions and the real risks

to Alaska's water quality. A state permt program wll be
based on Alaska's priorities - not national "one-size-fits-
all" priorities. DECs permt priorities, |level of effort and

performance neasures would be subject to annual review and
approval by Al askan's through their elected officials in the
state Legi sl ature.

Federal prograns do not adapt easily to Al aska. National goals
do not al ways address our greatest needs. A state run program
will place permt decision nakers closer to the Al askan public
and regul ated permt holders. Al aska's elected representatives
have made cl ear our commtnment to environnental protection and
our responsibility to develop our resource devel opnent, we
nmust accept responsibility for nmanagi ng our water resources.
That neans assum ng prinmacy for the MPDES program
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NPDES pri nacy neans:

« Afaster, nore effective programfor protecting our water
resour ces.

e Al askan industries and communities working with Al askan
permtters on permts that reflect our priorities and
uni que conditions - permts that nake sense for Al aska.

e Less enphasis on cunbersone process and nore enphasis on
results.

* Less enphasis on one-size-fits-all permts and nore
enphasis on specific risks to Al aska's environnent.

 Permtting accountability - accountability to Al aska's
el ected officials and the public.

It's time to invest in the devel opnent of Al aska's resources
by taking responsibility for protecting Al aska's environnment
fromthe federal governnent. | respectfully ask that you vote
to pass SB 110.

9:44:18 AM

Senat or Bunde requested additional information regarding the fiscal
not es.

9:44: 32 AM

DAN  EASTON, Director, Division of \ater, Depar t ment of
Envi ronnmental Conservation, read testinony into the record as
fol |l ows.

Senate Bill 110 is a result of years of effort starting with
Senate Bill 326.

Senate Bill 326 was enacted in 2002 and effective January 1,
2003. It directed DEC to evaluate the potential benefits and
consequences of the state assuming primacy for the NPDES
program The Department released its report in January 2004
recommendi ng that the State seek program prinacy.

Last year, the Legislature passed House Bill 546 directing the
State to apply for partial NPDES primacy just for the tinber
sector. The fiscal note with the bill provided a full-tine
position and a conbi nation of state and one-tine federal grant
funds for the effort. As it turns out, DEC has assuned a nore
prom nent role in permtting tinber operations, but we have
been notified by EPA that the "partial primcy"” rules won't
allow us to pursue primacy just for the tinber sector.
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I n Novenber 2004, DEC forned the NPDES Primacy Wrk G oup, an
advi sory wor kgroup tasked with exam ning the concerns, costs
and benefits of state primacy specifically fromthe permttee
per spective.

The work group included nenbers from each nmajor NPDES
perm ttee groups:

The Al aska O | and Gas Associ ation

The Al aska Forest Associ ation,

The Al aska M ners Associ ati on,

The Associ ated General Contractors of Al aska,

The Pacific Seaf ood Processors Associ ati on,

The Al aska Water and Wast ewat er Managenent Associ ation, and
The Al aska Native Tribal Health Consortium

Public notice was provided and the neetings were open to the
public. Wrkgroup proceedings, findings and reconmendations
were captures in a report conpleted in January of this year

In the end, support for state assunption of the NPDES program
varied between permttee sectors. Certain sectors saw
substantial benefit and strongly supported noving ahead.
O hers saw |ess benefit, but wuld not object to state
primacy. All sectors agreed that certain elenments should be
incorporated into a state program

Senate Bill 110 is the product of the hard work of our staff
and many ot her Al askans all focused on the effort that started
with Senate Bill 326 over two years ago. The bill reflects the
reconmendati on of the NPDES work group that the State pursue
primacy. It also reflects the recommendations of the work
group as to specific characteristics that should be
i ncorporated into the program design

I"d like to conclude with a few notes on the fiscal note...The
fiscal inpact of primacy raises the two basic fiscal questions
of : "How nuch?" and "Who pays?"

Starting with the question of "How much?"... The Departnent's
budget currently includes about $3.3 million and 30 staff
devoted to activities that would contribute to, and would be
considered a part of, a state NPDES permtting program (Those
figures include the resources provided |last year for the
ti mber primacy effort.)

The Senate Bill 326 report took a hard | ook at what additional

resources the state would need to operate an NPDES program
Resource requirenents were estimated using EPA "workload
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nodel s" as well as information fromother state prograns. This
analysis arrived at a final figure for total program
resources, including the $3.3 mllion and 30 positions already
devoted to NPDES work, of $4.8 million and 43 positions.

EPA i ncl udes whether a State has devoted sufficient resources
to the program as one consideration in whether to approve an
application for state primacy. Prelimnary indications from
EPA are that the proposed budget is sufficient.

Bri dgi ng the gap between current resources ($3.3 billion and
30 positions) and what is required to operate a state program
($4.8 mllion and 43 positions) will require an additiona

$1.5 mllion and 13 new positions. Those are the new resources
included in the fiscal note.

As for the question of "W pays?"...The fiscal note reflects
the current resource agency fee policy of charging permttees
for "direct costs.” This policy was established in statute by
House Bill 361 in the year 2000. Permttees already pay
substantial fees for the state portion of the shared EPA/ DEC
program Wth primacy, our direct costs increase and the fees
paid by permttees wll increase on average by a factor of
1.8.

The distribution of funding sources reflected in the fiscal
note also reflects the fact that the State will not receive
any additional federal grant dollars with prinmacy. W get as
much federal funding now, as we would get with prinmacy.

The result of adding the new resources provided by the fisca

note to the current state programw ||l be a primcy program
that is funded roughly half (44% through a conbination of
permtting fees and federal grant funds, and half (56%
t hrough general funds.

W have cone a | ong ways over the last two years. The prom se
of State primacy is great. W would wel come the opportunity to
create a truly all-Alaskan water permtting program as
envi sioned by Senate Bill 110.

9:51: 20 AM

Senat or Bunde t hanked the Departnent for its efforts in support of
achieving State primcy.

Senat or Bunde noted that revenue is anticipated to begin in FY 08

SFC- 05 (14) 04/ 08/ 05



and continue to increase through FY 11. He asked if the revenue
woul d continue to increase beyond that date and that the permt
fees woul d provi de adequate funding for the 13 new positions.

9:52: 07 AM

M. Easton predicted that unless a statutory change is nade to the
resource agency fee policy, the $300,000 shown as programreceipts
woul d be the "steady" revenue anount generated fromthis program

Senat or Bunde renmarked that the policy of the legislature is that
license and permt prograns be self-supported. The conpanies
receiving these permts should mke a "healthy profit" and
t herefore general funds shoul d not subsidize these efforts.

9:53:21 AM

Senator Hoffman pointed out that the $874,200 cost of FY 06
reflected in the Departnent of Environnental Conservation fisca
note, dated 4/21/05, would fund the program for six nonths. The
annual cost would increase to $1.5 ml1lion.

9: 53: 38 AM

Senat or Bunde agreed and not ed personnel services cost of $441, 100
for FY 06.

9:54: 06 AM

Senator Stedman commented that large dollar anmounts receive
attention. He requested a breakdown of the total revenue and the
"draw' on general funds for this proposal to denonstrate the
di vi si on of expenses between industry and the State.

9:54:48 AM

M. Easton stated that two issues are involved, one being the
fiscal note, which shows an increnental increase over the current
program He did not have the information Senator Stednman requested.
He inforned that once the transition of primacy is conpleted and
t he maxi mum programrecei pts were collected, the annual operation
of the program would be $4.8 nillion. O that amount, 16 percent
woul d be funded fromfees, 28 percent fromfederal fund sources and
56 percent would be general funds. He noted these figures differ
fromthose reflected in the fiscal note.

Co-Chair Geen asked if this is "just the increnent"”.
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M. Easton replied this is the total program
9:56:14 AM

Senat or Hof f man questioned the report finding that the operating
cost of the programwould be $4.8 nmillion and require 43 positions
and the fiscal note listing of the programcost at $1.5 million and
13 positions. He asked how the proposed reductions were
acconpl i shed.

9:57: 06 AM

M. Easton responded that the Departnent currently has 30 positions
and $3.3 mllion appropriated to the State's existing water
permtting activities and that woul d subsequently be devoted to the
new primacy program The fiscal note reflects the additional 13
positions and $1.5 mllion necessary to total the 43 positions and
$4.8 mllion required to operate the program

9:57:45 AM

Co- Chair G een suggested that conparison would be easier if the
fiscal note contained a colum show ng the current increnents for
FY 05.

9:58:12 AM

Co-Chair WIken noted strong support for this bill and asked if any
opposi tion has been rai sed.

9:58: 36 AM

M. Fredriksson replied that questions have been posed, although
di sapproval has not necessarily been voiced. The questions have
related to the fiscal note and how the figures reflect the total
pr ogram

9:59:03 AM

M. Easton was hesitant to represent other positions. He had heard
recommendations to anmend the bill offered, but had not heard
opposi tion.

9:59:29 AM

Co-Chair Green noted that several people were signed up to testify.

9:59: 36 AM
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Co-Chair WIlken wunderstood that the EPA inposes fines for
violations that total an average of approxinmtely $500,000 per
year. Wile he hoped that once the State assunes primacy,
conpliance woul d i nprove and fines for violations would decrease;
however the fines are not reflected in the Departnment of
Envi ronnent al Conservation fiscal note. He understood the revenues
woul d be deposited to the general fund but the anounts should be
shown as an offset to the program costs.

10: 00: 21 AM

M. Easton responded that as program conpliance inproves, the
anount of fines for violations collected is reduced. Fines
generated are difficult to identify as a revenue source in a fiscal
not e, al though those revenues are worth consi deration.

10: 00: 50 AM

Co-Chair WIlken interpreted the fiscal not to indicate the
Department did not anticipate any fines. Enforcenent activity
should be reflected in the fiscal note and woul d assi st in passage
of this bill. The concern over the high cost of the proposed
program and the fiscal note should reflect that the State and not
the federal governnent would receive the fines.

10: 01: 31 AM

M. Easton replied that the revenue collected fromthe fines would
be deposited into the general fund. The fines are not accounted as
programrecei pts and are therefore not included in the fiscal note.

10: 01: 54 AM

Co-Chair WIken countered that the fiscal note predicts that
program receipts would increase to $300,000 per year. It is
appropriate to include revenues generated fromfines in the fisca
note unless the Departnent anticipates that no fines would be
col | ect ed.

10: 02: 24 AM

M. Fredriksson asserted that the Departnent "takes enforcenent
seriously" as one of six key elenents of a good regul atory program
Enf orcenment processes are in place for other Departnent prograns
and would be utilized for this program as well. He offered to
provide data on fines collected by the EPA for this program for
consi derati on.
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10: 03: 23 AM

Co-Chair Geen agreed that regardless of whether revenues from
fines are deposited to the general fund, identification of the
anounts for the record would provi de val uabl e information

10: 03: 41 AM

Senat or Bunde congratul ated the comm ssioner on his appointnent to
t hat position.

10: 03: 54 AM

Senat or Bunde cauti oned agai nst propagating public assunptions that
State Troopers wite speeding tickets because the State needs
noney. He did not want a simlar perception for this program

10: 04: 33 AM

Co-Chair Green suggested the information be reflected as an
hi stori cal perspective.

10:04: 43 AM

Senat or Bunde noted Section 2 of the bill on page 2, line 10
provi des that the Departnent "may adopt regul ations that prescribe
reasonable fees". He asked if the intent were to inpose fees

sufficient to cover the cost of operating this program whether
this could be done through the regul atory process.

10: 05: 17 AM

M. Easton replied that fees could be utilized to cover only the
"direct" costs as outlined in Section 2. The issue is how nuch the
Department coul d reasonably charge for the direct services.

10: 05: 48 AM

Senat or Bunde asked if personnel services to operate the program
woul d be considered a direct cost.

10: 05: 57 AM

M. Easton answered it is not. Direct costs include the tine an
enpl oyee spends in witing out a permt, inspecting the facility,
etc. Managenent, data nmanagenent, conputer systens and response to
consuner conplaints are exanples of activities that are not
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consi dered direct costs.

10: 06: 35 AM

Senat or Bunde suggested that a new definition of "direct costs"
should be considered. This legislation proposes to add 13 new
positions to provide this service. He considered this a direct
cost.

10: 06: 59 AM

Co-Chair Green recalled other discussions of direct costs and asked
if statute prohibits charging an anount other than proposed in this
| egi sl ati on.

10: 07: 43 AM

M. Easton deferred to the Departnent of Law.

10: 08: 03 AM

Senat or Stedman cited the percentages of the funding sources for
this program 16 percent fromthe fees collected fromthe private
sector and 84 percent from governnment sources. He asked the staff
would only be spending 16 percent of their time directly
interfacing with applicants and working on the permts.

10: 08: 45 AM

M. Easton affirmed. The fiscal note denotes that approximtely 19
percent of the activities of the programare direct and "bill abl e",
the remaining 81 percent is indirect and not billable. Added to the
exi sting resources of the Departnent available for this program
the ratio changes to 16 percent direct activities.

10: 09: 20 AM

Senat or Stedman wanted to clarify Senator Bunde's comrents.

10: 09: 33 AM

Co-Chair Green asked if the Departnment would prefer the fees be
limted to direct costs or instead have the ability to inpose
hi gher fees. She asked if the Departnent had cal cul ated hi gher fee
anmount s.

10: 09: 57 AM
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M. Easton replied the Departnent had calculated higher fee
structures and does not proposed revising the current fee policy.

10:10: 11 AM

Co- Chair Green asked the amobunt of the fees if they were to cover
the entire cost of the program

10:10: 25 AM

M. Easton answered the fees would increase a factor of four.

10:10: 29 AM

Co-Chair Green asked the anpbunt of the current fees.

10:10: 34 AM

M. Easton replied the fees range from $100 to $150 per year up to
$4, 500 per year.

10: 11: 09 AM

CAMERON LEONARD, Departnment of Law, testified via tel econference
from Fai rbanks that the only other law that pertains to this issue
is AS 37.10.058(3) defining "direct costs". That statute nust be
changed to allow the direct costs to include other activities. That
statute pertains to other agencies as well and the consequences of
any changes shoul d be consi dered.

10:12: 05 AM

Co-Chair Green asked if it would be legally possible to stipulate
that the fees cover the applicable direct cost plus an additional
anmount .

10:12:27 AM

M. Leonard replied this could legally be done.

10:12:41 AM

Co-Chair Geen indicated the matter would be further revi ewed.

10:12: 52 AM

Senator Hoffrman asked the inpact of this legislation on waste
di sposal managed by snmall rnunicipalities.
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10:13:12 AM

M. Easton replied that the current fees would increase by a factor
of 1.8 for all permttees. In addition, the sewage discharge of
many small villages is permtted by the State, but not by the EPA
EPA, "as a matter of workload and priority, hasn't got them." A
"very positive" affect of primacy is that the State's authorization
to discharge is the Cean Water Act therefore all water discharges
woul d be "perfectly legal” under the Cean Water Act.

10:14: 09 AM

Senat or Hof f man asked the estimated collective total cost to rura
conmuni ti es.

10:14: 21 AM

M. Easton stated he would provide this informtion.

10: 14: 30 AM

Senat or O son requested this information as well.

10:14: 43 AM

Senat or O son spoke to issues of the federal EPA and asked how t he
Departnent would avoid the "sanme trials and tribulations" as the
federal government experiences.

10:15:16 AM

M. Fredriksson answered that the legislature is the "key factor”
in the enabling statutes passed. The program woul d be accountabl e
to the State | egislature rather than the US Congress, which is the
current authority.

10:15:46 AM

M KE POLLEN, Presi dent, NTL Al aska, I nc., testified via
tel econference from an offnet |ocation about the environnental
testing conpany | ocated in Fairbanks and his 33 years experience in
the field. He referenced a letter dated March 15, 2005 that he sent
to Co-Chair WIlken [copy on file], noting it contains specific
exanpl es of issues he has observed with the existing NPDES program
He supported passage of the bill. This program nust be assuned by
the State and the State nust "take that |evel of responsibility” to
be "penny wi se and not pound foolish". Any of the circunstances
highlighted in his letter could easily have cost private industry
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or the State nuch nore than the anmount requested by the Departnent
to assune prinmcy.

M. Pollen remarked that significant econom c devel opnent is
pending and each nmjor econom ¢  devel opnent enterprise,
particularly the mning activities, potential for a natural gas
pi peline, would require an NPDES permt. Each case has created a
situation in which delays, errors and "serious econonic
di si ncentives" have occurred. It is tinme the State assunes the
program This is both an econom c and an environnment issue and the
State could do better.

10:18: 37 AM

Senator O son asked if the witness supports the bill as currently
drafted.

10: 18: 49 AM

M. Pollen responded that although some m nor "fine tuning" could
be done, he would defer to the Departnment to mnake those
determ nations. Ot herw se, he supported this |egislation.

10: 19: 08 AM

DI CK COCSE, Concerned Al askans for Resources and Environnent
(CARE), testified via teleconference fromKetchikan into the record
as foll ows.

CARE is a non-profit that was established by | ocal businesses
to pronote access to our resources. I'malso a retired federal
forester and served two ternms on the Ketchi kan [ Gateway]
Bor ough Assenbly.

Madam Chair, | urge the Committee to support SB 110. W
support the stable act of taking over the NPDES programfrom
the federal EPA. This is only one of several progranms under
whi ch the federal governnent continues to treat the state of
Al aska |like a territory. The state of Al aska needs to contro

its owmn future and not the feds.

Al so, | assune that you will review the NPDES prinacy wor kshop
group report that was dated February 24 of '05. So |’m not
going to repeat any of that information, which supports
basically State primacy. But | do want to nmke a couple
poi nt s.

The first one being that |ocal, that being State, know edge
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and experience of and with resource nmanagenent devel opnent and
protection is better than that of the feds or EPA Second,
DEC, in ny opinion, uses better science and works better with
the people in the permtting process than EPA. EPA appears to
be here to say no and delay and DEC tends to ask, "How can we
do it and still neet the intent of the law"

I'"d like to give you a Ketchi kan exanpl e of EPA science and
| ocal knowl edge. Currently, several Ketchikan fish processors
have EPA permts to discharge fish waste. The problemis that
under the EPA requirenents, the fish waste sinply piles up on
the bottom and does not deconpose in a tinely manner and in
t he warm summer weat her, burps a nice healthy snell. These EPA
requi rements were established in the md '80s and they require
grinding of the fish waste up like flour and then limts the
deposit on the bottomto a one-acre spot. Before grinding was
required, this was |l ess of a problem mainly because the fish
waste was only chopped up and the critters on the bottomate
nost of it. At a nmeeting within the last three or four years
with EPA, they admtted here in Ketchikan, that they had no
science or anything to support the fine grinding or the one
acre limtation.

The one-acre limtation also affects our log transfer down
here so | guess | have to ask, "Wuere is the science based
upon. "

[ The] third point and last point is on funding. The natural
resource [indiscernible] wealth of this State and our
resources mnmust be wi sely managed, devel oped and protected to
provide for Alaska's long-termfinancial health. DEC, DNR and
ADF&G are the State agencies who are directly involved in this
managenent devel opnent and protection. The State funding of
these three key departnents is a pittance conpared to the
total State budget, yet they are key to Alaska's future
financial health and econony. You will need to fund DEC to
manage the NPDES program but it will benefit the State many-
fold. Consider the inportance of these three departnents to
our future. Al should have adequate funding to acconplish
their specified required m ssions, but they should also be
hel d accountable for the m ssion acconpli shed.

Madam Chair, | encourage you to pass SB 110.

10: 23: 04 AM

STAN JONES, Legislative Affairs Coordinator, Prince WIIliam Sound
Regional Citizens' Advisory Counsel, testified via tel econference
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from Anchorage about the non-profit organization charged wth
ensuring the safe operation of industrial vessels in the Prince
Wl liam Sound area. The Valdez Marine Terminal is a large facility
that undertakes water treatnent and would be affected by this
| egi slation. He referenced a letter dated March 30, 2005 fromthe
Counsel addressed to Senator Green, [copy on file] and noted that
al t hough he did not oppose this |egislation, he had concerns. Under
the existing program the EPA is required to consult with the
Counsel on all permtting activities, site-specific regulations and
other matters in the area. This is inportant in enabling the
Counsel to fulfill its mssion and this legislation should be
anended to provide a simlar requirenent for the Departnent of
Envi ronnental Conservation. If this does not occur, the Counse

woul d request the EPA attach such a provision as a condition of the
NPDES transfer.

M. Jones then spoke to the fiscal inpact. He pointed out that the
federal governnent is considering funding reductions to the EPA
budget. This would provide less funding to offer as grants to
state-operated prograns. H's concern was that this programwoul d be
under funded or that funds would be diverted from ot her prograns,
such as spill prevention and response.

10: 28: 25 AM

M KE MUNGER, Executive Director, Cook Inlet Regional Citizens'
Advi sory Counsel, testified via tel econference fromKenai, that the

Counsel is simlar to the Prince WIIliam Sound organization,
al though this represents affected parties in the Cook Inlet area.
After reviewing this bill, the Counsel offered the follow ng

recommendati ons, which are simlar to those submtted by M. Jones.
The cooperative relationship the advisory counsel has devel oped
with the Departnent of Environnmental Conservation should continue.
The Departnent agreed to do so, but the Counsel requests a fornmal
agreenent included in this legislation. This would ensure citizen
oversight in the permtting process.

M. Miunger spoke to the inportance that the best available
technol ogy nust be used in the nonitoring of the affluence of the
oi | industry discharges and that environnmental nonitoring should be
required. He also recommended careful analysis of all financia
inplications to ensure that the programis adequately funded and
staffed, and not done so to the detrinent of other Departnent
prograns. He noted the Counsel submitted a position statenent on
this legislation [copy on file.]

10:31:16 AM
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STEVE  BORELL, Alaska Mners Association, testified via
tel econference from an offnet l|ocation that he was part of the
af orenent i oned worki ng group and that the Association supports this
| egislation. He referenced a letter submitted to the Committee
dated April 4, 2005 [copy on file] and acconpanying article titled
"Should the State of Al aska Assune the NPDES Permt Progran?" [copy
on file], witten by Larry Hartig, Attorney. The article describes
various reasons why the Association has determ ned that prinacy is
appropri ate.

M. Borell noted statute requires that the industry pay the direct
costs of the permtting activities and details how those direct
costs woul d be determ ned. Three years were spend devel opi ng those
statutes and he woul d be "extrenely di sappointed” if those statutes
wer e anended. The provisions of those statutes were utilized as a
basis for the Association "comng to the table" to consider the
primacy issue.

10: 33: 22 AM

EARL HUBBARD, Vice President, Trident Seafoods Corporation,
testified via teleconference fromoffnet |ocation that he oversees
regul atory affairs for the conpany. He listed his experience as a
forner state, federal and United Nations regulator. Trident is the
| argest and nost diversified seafood conpany operating in Al aska.
He offered to present his comments at a | ater hearing.

10: 34: 26 AM

Co-Chair Geen indicated the bill would be addressed again and the
W tness woul d be heard at that tine.

10: 34: 44 AM

Co-Chair Green noted a conm ttee substitute would be distributed.
The bill was HELD in Committee.

#SB155
10: 35: 31 AM

SENATE BI LL NO. 155

"An Act nmking appropriations from the earnings reserve
account for construction of an integrated science conplex at
the University of Al aska in Anchorage, for replacenent of the
virology |laboratory in Fairbanks, for expansion of the
Anchorage Museum of History and Art, for the maj or mai ntenance
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grant fund, and for other capital projects related to
education; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmittee.
SENATOR BEN STEVENS, Sponsor of the bill, indicated a proposed

commttee substitute was di stri buted.

Co- Chair W1 ken noved for adoption of CS SB 155, 24-LS0687\S, as a
wor ki ng docunent .

Co- Chair Green objected for discussion purposes.

10: 36: 53 AM

Senator B. Stevens explained the committee substitute inserted a
$1.1 mllion appropriation for the conpletion of the Delta
El ementary School to address popul ation growmh resulting fromthe
expansion of Fort Geely. The majority of the funding for this
proj ect has been received as federal "inpact noney".

Senat or B. Stevens al so noted | anguage inserted on page3, |line 21
to provide "design and construction” for the University of Al aska
for additions to the Matanuska- Susitna canpus.

10: 37: 44 AM

Senat or Bunde asked if the Departnent of Education and Early
Devel opnment provided the list of all the projects contained in this
| egi sl ati on as recommended projects.

10: 38: 15 AM

Senator B. Stevens replied that the list of projects included in
Section 2 of the bill was assenbled "mainly at the indul gence of
the nenbers” and were "pulled off the current capital inprovenent
projects list."

10: 38: 36 AM

Senator Bunde asked if the Delta Elenentary School project was
included in the |ist.

10: 38: 43 AM

Senator B. Stevens was unsure, noting the |ocal borough governnent
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submtted a request for these funds. He offered to distribute the
witten request.

10: 39: 11 AM

Senat or Bunde understood the project was included in the capital
i nprovenent projects list.

10:39:17 AM

Co-Chair Green renoved her objection and the commttee substitute
was ADOPTED wi t hout further objection.

10: 39: 45 AM

Amendrent #1: This anmendnent inserts a new bill section on page 1
followwng line 6 of the commttee substitute to read as foll ows.

Section 1. LEG SLATIVE | NTENT FOR SECTIONS 2 AND 3. It is the
intent of the legislature that schools funded under secs. 2
and 3 of this Act be adequately maintained and that the
Department of Education and Early Devel opnent enforce the
preventative mai nt enance pl an requi renents of AS
14.11.011(b) (1) and (4).

Co-Chair WI ken noved for adoption and objected for clarification.

Co-Chair Wl ken offered a notion to anend the anmendnent to del ete
"and (4)" indicating the anmended | anguage was technically correct.

10:41: 47 AM

Co-Chair Geen recalled the Commttee discussed this matter in a
previous session in response to the findings of a deferred
mai nt enance task force.

There was no objection and the anendnment was AMENDED.

10:42: 04 AM

Wt hout objection the anended anendnent was ADOPTED.

10:42: 44 AM

Anmendnent #3: This conceptual anmendment deletes the $10, 858, 662
appropriation for dennallen Elenmentary School inprovenment in REAA
17, Copper River School D strict on page 2, lines 27 and 28 and the
$1, 100, 000 appropriation for Delta El enentary School Conpletion in
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REAA 15, Delta/ G eely School District.

Co-Chair WI ken noved for adoption and objected to the notion for
clarification.

Co-Chair WIlken remarked that the two projects identified in this
anendnent are unique in that they are |l ocated in Regional Education
Attendance Areas (REAA). He "took great exception” to this grant
process that is offered to "fol ks who don't pay their fair share."
Resi dents of the community of Fairbanks contribute $20 mllion "to
have the privilege of getting State noney", Anchorage residents pay
$70 mllion this year for their schools, and Wasilla residents
contribute alnmost $14 mllion. Residents of the Copper River, Delta
and Greely areas are "paying nothing”, although both conmunities
have that capacity. State funding for these projects furthers the
argunent that |ocal governance is not in the best interest of these
residents. The State should not continue to "throw noney at fol ks
that will not realize their personal responsibilities.”

Co-Chair Green and Senator Hoffnman objected to the adoption of the
amendnent .

10:44: 25 AM

Senator B. Stevens remarked that as sponsor of the bill, he hoped
that the amendnent woul d not be accepted. The anendnent sponsor had
made valid points, which he expected would be addressed in other
pendi ng | egi sl ati on.

10: 44: 52 AM

Senat or Bunde agreed that SB 112 m ght address Co-Chair WIken's
concerns.

Aroll call was taken on the notion.
I N FAVOR: Senator Bunde, Co-Chair WI ken

OPPCSED: Senat or St ednman, Senat or Hof f man, Senator d son, Co-Chair
G een

ABSENT: Senat or Dyson
The notion FAILED (2-4-1)
The amendnent FAILED to be adopt ed.

10:45: 52 AM
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Arendnent #2: This amendnent inserts a $6, 200, 000 appropriation for
Noat ak School Rel ocation for the Northwest Arctic Borough on page
2, line 7.

Senat or O son noved for adoption.
Senat or Bunde obj ect ed.

Senator O son explained that the Noatak School is currently 200
percent over its capacity and is projected to have 320 percent over
capacity in five years. In addition, SB 142, sponsored by the
Senate Labor and Commerce Conmittee relates to |ands surrounding
the school. He distributed a map, which shows that the current
| ocation of the school is infringing on the aviation clearance area
according to Federal Aviation Admnistration (FAA) safety
regul ations. The intent is to relocate the school.

10:47: 09 AM

Co-Chair Geen asked if the future location of the school is
i ndi cated on the map.

10:47:15 AM

Senator d son answered it is not.

10:47:17 AM

Senat or Bunde comented that the school would be l|ocated in the
Nort hwest Arctic Borough, and asked if the residents of that
jurisdiction contribute to their education funding.

10: 47: 33 AM

Senator O son replied they do contribute.

10:47: 37 AM

Co-Chair Wl ken affirned.

AT EASE 10:48:17 AM/ 10:49:07 AM

Amendrent #4: This amendnent deletes the $10 million appropriation
for the Kodiak College in Section 2 on page 2, lines 16 - 18 and
inserts simlar |language in Section 4. UN VERSITY OF ALASKA., on
page 3, following line 25 to read as foll ows.
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(g) The sum of $10, 000,000 is appropriated fromthe earnings

reserve account (AS 37.13.145) to the University of Al aska for

Kodi ak Col | ege vocational technol ogy addition phase I.
Acconpanyi ng expl anatory | anguage reads as fol |l ows.

This corrects an error in placenent of the project. It should
have been included under the University section.

Co- Chair Green noved for adoption

10:49: 55 AM

Senator B. Stevens outlined the anendnent. He stated that the funds
shoul d be appropriated to the University rather than the Kodi ak
| sl and Bor ough.

Co-Chair Geen asked if the |l ocal school district is involved with
this project.

Senator B. Stevens responded that only the University is involved.

Co-Chair Geen noted that at tines, l|local school districts are
involved in projects in conjunction with the University.

The amendnent was ADOPTED wi t hout obj ecti on.

10:51: 11 AM

Co-Chair WIken asked if at any time every project included in the
maj or mai ntenance |ist has been conpl et ed.

10: 51:48 AM

EDDY JEANS, Director, School Finance Division, Departnent of
Education and Early Devel opnent, testified he was not aware of the
list ever "going to zero".

Co-Chair W/l ken asked the length of tinme sonme projects have been
included in the list awaiting action.

M. Jeans replied that a nunber of the projects have been on the
list for over five years.

10: 52: 32 AM

Co-Chair Wl ken offered a notion to report CS SB 155, 24-LS0687\S,
as anended from Commttee with individual recomendati ons.
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There was no objection and CS SB 155 (FIN) MOVED from Conmittee.

#SB70
10: 53: 00 AM

CS FOR SENATE BILL NO 70(JUD)

"An Act relating to controll ed substances regarding the crines
of manslaughter and m sconduct involving a controlled
substance; relating to listing certain anabolic steroids as
controll ed substances; anmending Rule 41, Alaska Rules of
Crim nal Procedure; and providing for an effective date."”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

DEAN GUANELI, Chief Assistant Attorney Ceneral, Legal Services
Section - Juneau, Crimnal Dvision, and Ofice of Special
Prosecutions and Appeals, Departnent of Law, noted the proposed
commttee substitute.

Co-Chair WI ken noved for adoption of CS SB 70, 24-GS1049\Y, as a
wor ki ng docunent .

Co- Chair Green objected for an expl anati on.

10: 53: 54 AM

M. Guaneli noted the difference between the | anguage in Section 2
of this commttee substitute and the commttee substitute passed by
the Senate Judiciary Commttee. This provides that a person who
knowi ngly manufactures or sells an illegal drug conmts the crine
of manslaughter if another person dies as a direct result of
ingesting that drug. This is consistent with the definition of
mansl| aught er, which involves a reckless act that results in death.

M. Guaneli informed that the Senate Heal th, Education and Soci al
Services Conmittee and the Senate Judiciary Commttee adopted
commttee substitutes that included an "affirmative defense”
provi sion at the request of Senator Dyson. This defense provided
that a person who manufactured an illegal drug, but kept that drug
in a safe, |locked place in their hone would have no responsibility
if the drug was stolen, and a death occurred as a result. This is
an uncommon scenari o and typically drug deal ers and manufacturers
do not keep their drugs | ocked.
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10: 55: 58 AM

Co-Chair Green contended that the manufacture of methanphetamne is
illegal and there is no reason to defend a person in possession of
t he drug.

10: 56:18 AM

Senator O son agreed with Co-Chair Green's position, but understood
that certain manufacturing of nethanphetam ne is |egal

10: 56: 37 AM

M. Quaneli replied that one conpany |egally nmanufactures the drug,
with Federal Departnment of Agriculture (FDA) approval, for use in
extrenme weight |oss cases. However, this legislation pertains to
the know ng manufacture or delivery of a controlled substance in
violation of AS 11.71. Possession of prescription drugs would not
be a violation of that statute.

10: 57: 01 AM

Senat or Stedman asked if a seller of heroin could be charged with
mans| aughter in the event a user of that drug dies.

10: 57: 51 AM

M. Guaneli responded this is the purpose of this |egislation.
Her oin and net hanphetam ne are the two drugs nost likely to cause
"overdose situations".

10: 57: 55 AM

Senator Stedman surmsed this legislation mght "be a little light”
in the severity of punishnent. He expressed no synpathy for these
of f ender s.

10: 58: 02 AM

Co-Chair Geen asked if M. Guaneli had any comment on the changes
made in the proposed committee substitute.

M. Guaneli had none.

The comm ttee substitute was ADOPTED as a wor ki ng docunent w thout
further objection.

10: 58: 21 AM
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M. Guaneli spoke to the commttee substitute. Section 1 includes
findings of the |legislature that nethanphetam ne manufacturing is a
"particularly dangerous activity" therefore justifying restrictions
on bail for defendants charged with this offense. This finding is
necessary to enact the provision of Section 5 requiring a posting
of a m ninum of $250, 000 cash bond. This provision was included in
Section 6 of the previous version and is reflected as such in the
current commttee substitute. The |anguage nust be anended to
correctly reference Section 5 rather than Section 6.

M. Quaneli relayed that the Senate Judiciary Conmttee adopted the
| anguage of Section 5 as a conceptual anendnment. The di scussion was
uncl ear as to whether the higher bond requirenent should apply only
to offenders with previous convictions, who it could be argued,
would be nore likely to continue these activities. In further
di scussion with the staff of that conmttee, it was determ ned that
the provision should only apply to second offenders to correctly
reflect the intent of the Senate Judiciary Commttee. However, the
current | anguage could also apply to first offenders in possession
of a firearmin the course of manufacturing the drug.

Co-Chair Green indicated this issue would be resol ved.

11: 00: 43 AM

Co-Chair Green relayed that representatives of the real estate
i ndustry have expressed interest in the provision of this bill
relating to the designation of properties in which manufacturing
activities have occurred. Currently, the only way to | earn of past
activities has been after a sale is conpleted and a nei ghbor tells
t he new owner about the previous owner. If realtors or prospective
buyers suspect nethanphetam ne nmanufacturing was done at a
property, authorities would not provide confirmation. She asked if
this could be addressed in this |egislation.

11: 02: 14 AM

M. Quaneli concl uded that providing such information on a property
woul d not create a liability for the State. Wether the site was
property cleaned is a different issue. Aregistry maintained by the
Al aska State Troopers or the Departnent of Environnenta
Conservation is an option.

11: 02: 56 AM

Co-Chair Geen commented that sone realtors "feel vulnerable”
because they are required to disclose any information about a
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property that could affect its value. She asked if a provision
creating the suggested registry would be appropriate in this
| egi sl ati on.

11: 03:48 AM

M. GGuaneli was unsure such a provision wuld conply with the
single subject title requirenents governing all |egislation. He
suggested a registry could be created through the regulatory
process, provided an agency is willing to undertake the duty. The
Comm ttee mght prefer statutory |anguage.

11: 04: 35 AM

Co-Chair Geen stated that Alaska State Troopers have been
unwilling to share this information and she was unsure if it was
due to confidentiality or privacy issues.

11: 04: 52 AM

Co-Chair WIlken cited a nmenorandumfromthe Legislative D vision of
Legal and Research Services dated April 4 and asked the witness to
speak to the matter.

11: 05: 07 AM

M. Guaneli was aware of the issue and indi cated he woul d address
it at the next hearing on this bill

11: 05: 19 AM

The bill was HELD in Conmi ttee.

#
ADJ QURNIVENT

Co- Chair Green adjourned the neeting at 11:05 AM
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