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VEMBERS PRESENT

Representative Jay Ranras, Chair
Representati ve Nancy Dahl strom Vice Chair
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Represent ati ve Ral ph Saruel s

Representati ve Max G uenberg

Representati ve Li ndsey Hol nes
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COW TTEE CALENDAR

HOUSE BI LL NO. 232

"An Act relating to the sale, distribution, and purchase of
al coholic beverages; relating to a state database for records of
certain purchases of alcoholic beverages; relating to the
rel ocation of a license to sell alcoholic beverages; relating to
procedures for local option elections for control of alcoholic
beverages; and providing for an effective date."

- MOVED CSHB 232(JUD) OUT OF COWM TTEE

HOUSE BILL NO 172

"An Act exenpting certain comercial refuse services from
regulation wunder the Public Wilities Regulatory Act and
providing for term nation of that exenption."

- MOVED HB 172 OUJT OF COW TTEE

HOUSE JO NT RESOLUTI ON NO. 17

Encouragi ng Coeur Alaska, Inc., to pursue all legal options to
resolve the issues presented in Southeast Al aska Conservation
Council v. United States Arny Corps of Engineers on behalf of
itself and consistent with the state's efforts to enforce its
rights as a state over its resources; and requesting the United
States Court of Appeals for the Nnth Grcuit to adjudicate
those matters that cone before the court in a fair and inpartial
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manner so that the state's natural resources can be devel oped in
atinely and | awful manner.

- MOVED HIR 17 OQJT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 232

SHORT TITLE: ALCOHOL SALE/ PURCHASE/ DI STRI BUTI ON
SPONSOR(s): REPRESENTATI VE(s) MEYER

04/ 04/ 07 (H READ THE FI RST TI ME - REFERRALS
04/ 04/ 07 (H CRA, JUD, FIN

04/ 12/ 07 (H) CRA AT 8: 00 AM BARNES 124

04/ 12/ 07 (H Heard & Held

04/ 12/ 07 (H) M NUTE( CRA)

04/ 26/ 07 (H) CRA AT 8: 00 AM BARNES 124

04/ 26/ 07 (H Heard & Held

04/ 26/ 07 (H) M NUTE( CRA)

05/ 02/ 07 (H) JUD AT 1: 00 PM CAPI TOL 120

05/ 02/ 07 (H <Bi |l Hearing Cancel ed>

05/ 04/ 07 (H) JUD AT 1: 00 PM CAPI TOL 120

05/ 04/ 07 (H) <Bi |l Hearing Cancel ed>

05/ 05/ 07 (H CRA AT 11: 00 AM BARNES 124

05/ 05/ 07 (H Moved CSHB 232(CRA) Qut of Conmittee
05/ 05/ 07 (H M NUTE( CRA)

05/ 08/ 07 (H CRA RPT CS(CRA) NT 2DP 3NR 2AM
05/ 08/ 07 (H DP: Cl SSNA, FAI RCLOUGH

05/ 08/ 07 (H NR: DAHLSTROM LEDOUX, OLSON
05/ 08/ 07 (H) AM  NEUMAN, SALMON

05/ 09/ 07 (H JUD AT 1: 00 PM CAPI TOL 120

BILL: HB 172
SHORT TI TLE: PUBLI C UTI LI TY EXEMPTI ON: REFUSE
SPONSOR(s): LABOR & COMMERCE

03/ 05/ 07 (H READ THE FI RST TI ME - REFERRALS

03/ 05/ 07 (H L&C, JUD

05/ 02/ 07 (H L&C AT 3: 00 PM CAPI TCL 17

05/ 02/ 07 (H Moved Qut of Conmittee

05/ 02/ 07 (H M NUTE( L&C)

05/ 03/ 07 (H) L& RPT 1DP 5NR

05/ 03/ 07 (H DP: OLSON

05/ 03/ 07 (H NR: GARDNER, LEDQUX, BUCH, NEUMAN,
GATTO

05/ 03/ 07 (H FI' N REFERRAL ADDED AFTER JUD

05/ 09/ 07 (H JUD AT 1:00 PM CAPI TOL 120
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BILL: HIR 17
SHORT TI TLE. KENSI NGTON M NE APPEAL
SPONSOR('s): REPRESENTATI VE(s) JOHNSON

04/ 05/ 07 (H READ THE FIRST TIME - REFERRALS

04/ 05/ 07 (H) RES, JUD

04/ 30/ 07 (H RES AT 1: 00 PM BARNES 124

04/ 30/ 07 (H Moved CSHIR 17(RES) OQut of Conmittee

04/ 30/ 07 (H) M NUTE( RES)

05/ 04/ 07 (H RES RPT CS(RES) NT 6DP 2DNP 1NR

05/ 04/ 07 (H) DP:  KOHRING ROSES, WLSON, SEATON,
JOHNSON, GATTO

05/ 04/ 07 (H DNP: EDGVON, GUTTENBERG

05/ 04/ 07 (H) NR. KAWASAKI

05/ 09/ 07 (H JUD AT 1: 00 PM CAPI TOL 120

W TNESS REG STER

M CHAEL PAW.OABKI, Staff

to Representative Kevin Meyer

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HB 232 on behalf of the sponsor,
Representative Meyer.

ANNE CARPENETI, Assistant Attorney General

Legal Services Section-Juneau

Crimnal Division

Department of Law (DQL)

Juneau, Al aska

PCOSI TI ON STATEMENT: Spoke in support of and answered questions
about HB 232.

KAREN BI TZER, Speci al Assi stant

Al aska Rural Justice and Law Enforcenment Conm ssion (ARIJILEC)
Anchor age, Al aska

POSI TI ON STATEMENT:  Spoke in support of HB 232.

ELEANOR WOLFE, Staff

to Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented HB 172 on behalf of the sponsor,
the House Labor and Comrerce Standing Commttee, which is
chaired by Representative O son.
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LARRY KELLY, General Manager

Uni versity Refuse, LLC

Fai r banks, Al aska

PCSI TI ON STATEMENT: Provi ded supporting testinony and answered
guestions on HB 172.

Rl CHARD GAZAWAY, Admi nistrative Law Judge

Common Carrier Section

Regul at ory Conm ssion of Al aska (RCA)

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Anchor age, Al aska

PCSI TI ON STATEMENT: Provi ded testinony and answered questions
on HB 172.

JAMES KEEN, Chi ef/ Engi neering

Regul at ory Conm ssion of Al aska (RCA)

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Anchor age, Al aska

PCSI TI ON STATEMENT: Provi ded testinony and answered questions
on HB 172.

BOB COX, General Manager

Al aska Waste

Anchor age, Al aska

POSI TI ON STATEMENT:  Provided testinony in support of HB 172.

REPRESENTATI VE CRAI G JOHNSON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of HIR 17.

MARK RORI CK, Chair

Juneau Chapter

Sierra Cub

San Francisco, California

POSI TI ON  STATEMENT: Spoke on behalf of the Sierra Cub wth
regard to HIR 17.

ROB CADMUS, O gani zer

Water Quality and M ning

Sout heast Al aska Conservati on Council (SEACC)

Juneau, Al aska

PCOSI TI ON STATEMENT: O fered testinony and answered questions on
t he Kensington mne project with regard to HIR 17.
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TOM BRI CE, Juneau Busi ness Agent

Laborers Local 942

Juneau, Al aska

PCSI TI ON STATEMENT:  Spoke in support of HIR 17.

HAYWARD COOLY

Laborers Local 942

Juneau, Al aska

PCSI TI ON STATEMENT:  Spoke in support of HIR 17.

STEVE BORELL, Executive Director

Al aska M ners Associ ation (AVA)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Spoke on behalf of the association in
support of HIR 17.

EDMUND FOGELS, Acting Deputy Conm ssioner

O fice of the Conm ssioner, Anchorage O fice

Departnment of Natural Resources (DNR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered questions and gave testinony on
HIR 17.

CAMERON LEONARD, Senior Assistant Attorney Ceneral

Nat ural Resources Section

Cvil Division (Fairbanks)

Depart ment of Law (DQL)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: O fered testinony and answered questions on
HIR 17.

REPRESENTATI VE ANDREA DOLL

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Ofered testinony on the Kensington mne
proj ect during discussion of HIR 17.

ACTI ON NARRATI VE

CHAI R JAY RAMRAS called the House Judiciary Standing Conmmttee

neeting to order at 1:27:34 PM Representatives Ranras,
Dahl strom Hol nmes, and Lynn were present at the call to order.
Representatives Coghill, Guenberg, and Sanuels arrived as the

nmeeting was in progress.

HB 232 - ALCCHOL SALE/ PURCHASE/ DI STRI BUTI ON
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1:27:59 PM

CHAI R RAMRAS announced that the first order of business would be
HOUSE BILL NO 232, "An Act relating to the sale, distribution,
and purchase of alcoholic beverages; relating to a state
dat abase for records of certain purchases of al cohol i c
beverages; relating to the relocation of a license to sell
al coholic beverages; relating to procedures for |local option
el ections for control of alcoholic beverages; and providing for
an effective date.” [Before the commttee was CSHB 232( CRA). ]

1:28: 22 PM

M CHAEL PAW.OABKI, Staff to Representative Kevin Myer, Al aska
State Legislature, said on behalf of Representative Meyer,
sponsor, that HB 232 contains recomendations from the Al aska
Rural Justice and Law Enforcenent Comm ssion (ARJLEC) relating
to the clean-up of statutes on bootlegging, as well as two other
substantive provisions. He spoke first about proposed AS
04.06. 095, the creation of a statew de database to track witten
al cohol orders that would allow |icensees to nore easily conply
with the law, by ensuring the alcohol shipnents going to “wet
and danp conmunities” were consistent with the |aw He then
commented on the creation of an al cohol beverage delivery pil ot
project, a central hub for the distribution of alcohol.
Finally, he relayed that the sponsor had prom sed the House
Community and Regional Affairs Standing Committee to bring up
menbers' concerns regarding proposed AS 04.16.035, "Possession
of ingredients for honmebrew ...". M. Pawl owsKi sai d
Representative Sal non was concerned the phrase “with the intent
to use” wuld lead to over reaching by Ilaw enforcenent
officials.

CHAIR RAMRAS asked if these naned ingredients were viewed as
precursors, simlar to the perception of ingredients for the
manuf act ure of net hanphet am nes.

MR. PAW.OWNSKI responded that these ingredients' being viewed as
precursors is the reason for Representative Sal non's concern.

1:31:12 PM
ANNE CARPENETI, Assistant Attorney GCeneral, Legal Services
Section-Juneau, Crimnal D vision, Departnent of Law (DQ.),

reported that Deputy Attorney General Craig Tillery, State Co-
Chair of ARILEC, had testified to both bodies of the |egislature
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in favor of HB 232. She nentioned that the ARILEC nenbership
vot ed unani nously for all the provisions of HB 232.

1:31: 45 PM

REPRESENTATI VE HOLMES asked for clarification that HB 232 is
consistent with the findings of the ARJILEC and that there are no
maj or differences.

M5. CARPENETI responded that HB 232 is consistent with those

findi ngs. She commented that in a prior house committee
neeting, the ARILEC nenbership offered their support of the
bill. She also noted that the ARIJLEC conm ssioners have

testified of their desire to stem the flow of bootleg alcohol
into their communities.

CHAIR RAMRAS expressed his famliarity with the business of
small liquor stores sending pallets of alcohol to rural Al aska.
He asked if the DOL agreed that Representative Salnmon had a
legitimate concern that overzealous DPS [Departnent of Public
Safety] officers or Village Public Safety Oficers (VPSGCs) m ght
suspect these ingredients [sugar, nalt, yeast] as honebrew
precursors, and request a [search] warrant.

M5. CARPENETI replied that in order to request a search warrant,
t here nust be probabl e cause that a person has these ingredients
with the “specific intent” to nake an al coholic beverage. She
pointed out that a “specific intent” crime is particularly
difficult to prove and the DOL does not believe that “specific
intent” wll be used often because of the problens with proof.
She said the DOL supported proposed AS 04.16.035 because, as in
simlar circunstances wth ©precursors for nmet hanphet am ne
ingredients and burglary tools, it may be useful in certain
ci rcunst ances.

CHAI R RAMRAS asked if the |anguage [in proposed AS 04.16. 035]
nmet with Representative Sal non’s satisfaction

REPRESENTATI VE DAHLSTROM of fered her understanding that should
Representative Sal nron have a preference, he would want [proposed
AS 04.16.035] renoved. She had relayed to Representative Sal non
that all of these ingredients were found in her hone, as well.
Representative Sal non, she noted, was concerned that people who
live in a rural area often need to purchase in bulk. She said
she was satisfied, given the wording “wth the intent to use”,
t hat overreaching by | aw enforcenent woul d not be an issue.

HOUSE JUD COW TTEE -7- May 9, 2007



REPRESENTATI VE HOLMES asked whether a distributor of the
ingredients [yeast, sugar, malt] would refuse to ship as a
result of the provision.

M5. CARPENETI replied that she did not think so, assum ng that
it nmust be common for people in rural areas to order in bulk.
She rem nded the conmttee of “the intent to use” clause. She
allowed there had not been any untoward prosecution for cold
medi ci ne, even though they are a precursor ingredient for
nmet hanphet am ne producti on.

REPRESENTATI VE HOLMES asked whether there had been any problem
with rural communities receiving cold nmedicine or other supplies
[ deened precursor ingredients] because suppliers would not ship
to them

M5. CARPENETI said she had not heard of any concerns but offered
to research the issue further

REPRESENTATI VE DAHLSTROM said the shippers are interested in
selling as nuch food as possible and if they saw an increase in
the sale of these ingredients, they would contact the proper
aut horities.

1: 37: 38 PM

KAREN BI TZER, Special Assistant, Alaska Rural Justice and Law
Enf orcenent Commi ssion (ARJLEC), updated the committee on the
work of the ARJLEC. She explained that HB 232 contains some of
the recomendations from the ARIJLEC, which is pleased for the
support of these ideas. She relayed that the ARILEC feels this
is an inportant step to support those comunities which have
el ected to remain dry.

CHAI R RAMRAS conveyed that there is broad commttee support for
the bill.

CHAI R RAMRAS, after asking if there was any nore testinony,
cl osed public testinony on HB 232.

CHAI R RAMRAS noved to adopt Anmendnent 1, which read [origina
punct uation provided]:

Page 2, following line 5:

| nsert new bill section to read:
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“Sec. 2. AS 04.11.010(a) is anmended to read:
(a) Except as provided in AS 04.11.020, a person may

not know ngly manufacture, sell, offer for sale,
possess for sale or barter, traffic in, or barter an
al coholic beverage unless wunder license or permt
i ssued under this title.”

Renunber the followi ng bill sections accordingly.

REPRESENTATI VE DAHLSTROM obj ect ed for di scussion.

CHAIR RAMRAS asked if inserting the word "know ngly" was in
response to the concerns of Representative Sal non.

MR, PAW.OWSKI specified that this issue had been brought up
after the House Community and Regional Affairs Standing
Conmittee heard the bill. He disclosed that the [sponsor]
di scovered that judges in different parts of the state are
inserting a different “nental state” into their interpretation
of the statutes. He stated that the DOL suggested [Amendnment 1]
to clarify that the “nental state” is supposed to Dbe
“knowi ngly”.

The conmmittee took an at-ease from1:42 p.m to 1:44 p. m
1:44:05 PM

MR. PAW.OWASKI, in response to questions, relayed that Amendnent
1 does not address |anguage currently in the bill, and cited AS
04.11.010(a) as a blanket provision, “your kind of premse
bootl eg statute.” The |anguage of proposed Anendnent 1 wll be
inserted [after Section 1] of the bill, where it Dbegins
referencing AS 04. 11.

CHAIR RAMRAS asked for a |Iegal definition of the word
“knowi ngly”.

REPRESENTATI VE HOLMES offered her understanding that existing
statute doesn't reference a nmental state. She surm sed that not
all [Alaska] courts are using the sane standard, and this is an
anmendnent to make sure they all do.

MR. PAWLOABKI concurred that this is the intent of Amendnent 1
M5. CARPENETI, in response to a question, relayed that Title 11
provi des that every crinme which does not have a cul pable nenta

state specifically provided, allow the inplied cul pable nenta
state for action to be "know ngly". She explained that a
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different standard nust be specified, for exanple, crimnally
negl i gent. She indicated that although nobst judges are
interpreting this statute with the nental state of “know ngly”,
the Bethel area judges are not. The standard of "know ngly" is
easier to prove than "intentionally", she remarked and
acknowl edged that it does not nmake a lot of difference in this
statute, but the difference is critical in other statutes.

REPRESENTATI VE GRUENBERG asked where it discusses nental state
in Title 4.

M5. CARPENETI said that Title 4 defines the nental states of
“knowi ngly” and “crimnal negligence” but does not define
“intentionally".

REPRESENTATI VE GRUENBERG reflected that the standard is not the
sane in Title 4 as in Title 11. He recalled that a “reckl ess”
elenent is required if nothing else is defined.

M5. CARPENETI responded that that is not correct.

MR. PAW.OWSKI offered that [AS 11.81.610(b)] provides that when
a nental state is not described, the nental state regarding
conduct is “know ngly”, and the nental state regarding
circunstances [or results] is “recklessly”. Therefore, since
the issue pertains to conduct, the nental state would be
"knowi ngl y".

1:49: 33 PM

REPRESENTATI VE GRUENBERG, after reading that statute out | oud
offered his understanding that under Title 11, the question of

whet her soneone is wunder license or permt wuld be a
circunstance; therefore, a prosecutor would not have to show
that the seller knew he/she did not have a license. If the

person acted “recklessly”, that action would be sufficient to
prove the crine. He projected that this is key, as soneone may
be selling and could say they did not know, but in a comercia

situation, selling alcohol and acting “recklessly” wthout a
i cense should be crimnal.

M5. CARPENETI responded that "know ngly" nodifies manufacture in
this regard. She agreed with Representative G uenberg that
“reckl essly” would be the cul pable nental state, which would be
applied whether or not the individual had a |icense. However,
t he conduct of manufacturing al cohol would be “know ngly.”
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REPRESENTATI VE GRUENBERG, in response to a question, surmsed

that is key to what nust be proven by the prosecution. He
expl ai ned that the individual would have to “knowi ngly” sell the
liquor, but the individual 1is acting “recklessly” by not
checking to see if a license is necessary. He asked if M.

Carpeneti is certain [of her explanation of the statute, and its
appl i cation].

M5. CARPENETI responded that she is certain.

REPRESENTATI VE DAHLSTROM r enoved her obj ecti on.

REPRESENTATI VE GRUENBERG offered his belief that HB 232 should
be clarified so that the issue concerning an awareness of a

current permt would be defined as “recklessly.”

MS. CARPENETI expressed satisfaction with the current draft of
HB 232.

CHAIR RAMRAS again noved to adopt Anendnent 1 [text provided

previ ously]. There being no further objection, Anendnment 1 was
adopt ed.
1:52: 53 PM

REPRESENTATI VE DAHLSTROM noved to report CSHB 232(CRA), as
anended, out of conmttee with individual reconmendations and
t he acconpanying fiscal notes. There being no objection, CSHB
232(JUD) was noved out of commttee.

HB 172 - PUBLIC UTILITY EXEMPTI ON: REFUSE

1: 53: 29 PM

CHAI R RAMRAS announced that the next order of business would be
HOUSE BILL NO 172, "An Act exenpting certain conmercial refuse
services from regulation under the Public Uilities Regulatory
Act and providing for term nation of that exenption."

The committee took an at-ease from1:54 p.m to 1:57 p.m

1:57:16 PM

ELEANOR WOLFE, Staff to Representative Kurt O son, Al aska State
Legi slature, said, on behalf of Representative O son, chair of

the House Labor and Commerce Standing Conmittee, sponsor, that
HB 172 was introduced with the idea that conpetition will renove
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the regulatory fees and reduce other fees, should [the
commerci al refuse industry] be deregul at ed.

REPRESENTATI VE GRUENBERG refl ected that when deregul ati on occurs
or governnental costs are reduced, there is not necessarily a
price reduction. He asked if there is anything the commttee
can do to ensure a price reduction.

M5. WOLFE responded that probably there was not.
2:00: 04 PM

LARRY KELLY, General Manager, University Refuse, LLC, said rate
deregul ation of the commercial portion of the refuse industry is
essential to the health and well being of the industry’s
custoner base. He explained that conpetitive pricing is the
essential notivation for a conpany to muintain a dynamc
custoner-oriented nmarketing plan while customer service is the
key to success. He offered his belief that HB 172 will decrease
the response time between a custoner’s request for innovative
service and its inplenentation. He said he believes that HB 172
will positively alter the face of the market, |evel the playing
field, and pronbte a proactive partnership with the customers

rather than the “Hey, |’m just your garbage man” approach. He
said he feels deregulation is positive, even if the Regulatory
Comm ssion of Alaska (RCA) chooses to continue to charge the
regul atory fee, as all the conpanies would then be required to
pay that fee. He suggested that the bill would elimnate the
possi bl e mani pul ati on of revenue reporting to avoid regul ation

whi ch is possible under current statutes. The RCA would be able
to focus on the nore inportant issues of certification, quality

control, and research and enforcenment of custoner conplaints.
He surmses that the bill would nmandate the refuse industry to
further its custoner skills. He repeated that he supports the

deregul ati on of commercial refuse.

REPRESENTATI VE GRUENBERG asked whether, if the commercia
regulation is elimnated, that would renove a line item cost in
the billing.

MR. KELLY responded that this is not necessarily the case, as he
has not been informed that he may renove that RCA charge from a

rate, even though the rate may be deregul ated. He said he
understands that even with the resulting regulation [after the
passage of proposed HB 172] the RCA charge could still exist.
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REPRESENTATI VE GRUENBERG asked if this neant there would not be
a cost savings to the consuner.

MR. KELLY conveyed that there would be a cost savings if the
pricing is conpetitive and if the market nmandates a conpetitive,

flexible approach in order to maintain the custoner base. He
of fered that upon his review of HB 172, it was not explicit that
the deregulation concept renoved the charge. He said he
understood this bill would renove or deregulate the $300, 000
threshold so that all the refuse conpanies would have to pay the
regul atory comm ssion fee. He said he still believes 1in

flexible pricing.

REPRESENTATI VE GRUENBERG asked what the bill does if it doesn't
remove the charge.

2:05: 11 PM

RI CHARD GAZAWAY, Adm nistrative Law Judge, Common Carrier
Section, Regulatory Conmm ssion of Alaska (RCA), Departnent of
Commerce, Comunity, & Econom c Developnent (DCCED), said a
fundi ng mechanismfor the RCAis the right to recover regul atory
cost charges (RCCs). He explained that the RCC is a percentage
anount inposed on regulated wutilities, allowing the RCA to
recover the actual cost of service not collected from exenpt
utilities. The RCC percentage allocation is capped under AS
42.05.254(f), which also states that the RCA shall allow a
public utility to recover all paynents nade to the comm ssion
under this statute. He offered his understanding that under
proposed HB 172, the comercial refuse conpanies would not
al l ocate an RCC charge because it would not be a cost inposed by
t he RCA

REPRESENTATI VE GRUENBERG expressed his confusion. He said there

appear to be several charges. He asked M. Gazaway to clarify
Section 1 of HB 172, which in part reads “exenpt from the
provisions of this chapter.” He asked whether the wutilities

woul d continue to charge consuners the regul atory fee.

MR. GAZAVAY responded that the utilities would be exenpt from

certain provisions of the chapter. However, the RCC fee is
within sections AS 42.05.221-281 and these sections are not
exenpt . He explained that the RCC fee is a nonthly allocation

per industry, passed on to the consunmer from the utility, and
this pass-through charge would no | onger be inposed because the
utilities would not be paying that flat RCC anmount.
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REPRESENTATI VE GRUENBERG asked if there will be a reduction, or
an elimnation of one of the charges.

MR. GAZAVAY replied that it is correct that the conmercial
refuse custoners would not be paying the pass-through RCC charge
whi ch they are currently paying, pursuant to AS 42.05. 254.

REPRESENTATI VE GRUENBERG asked M. Kelly if +the University
Refuse bill to the custoner would reflect elimnation of that
RCC char ge.

MR. KELLY said yes, if that was the regul ation.

2:08:12 PM

REPRESENTATI VE GRUENBERG nentioned that part of his district is
served by the [Anchorage Minicipal Solid Waste Services], and

part is served by Wste Managenent, a private conpany. He
explained that there are landlords in his district who rent
dunpsters which are too snmall, and when the garbage overfl ows,

this creates a significant problem He asked whether the RCA or
the city zoning departnment enforces this transgression.

MR. KELLY responded that he did not know.

CHAI R RAMRAS, addressing a question to M. Kelly, said he has
seen a large turnover of commercial refuse conpanies during the
|last three to five years. He asked what the result will be for
both the consumer and the conmercial refuse conmpanies within the
| arger nunicipalities should HB 172 pass.

MR. KELLY replied that under proposed HB 172, when a conpetitor
enters the marketplace with new and innovative costs of service,

the currently-operating conpany wll be better able to respond
conpetitively. Currently, the operating conpany needs to file
with the regulatory agencies. This is a long, arduous review
process. During the review tine, the currently-operating

conpany cannot respond conpetitively. Wth the passage of HB
172, the currently-operating conpany could respond nuch nore
qui ckly.

CHAIR RAMRAS surmised that HB 172 would be good for conpanies
allowing them to nove quickly, and good for consuners, bringing
conpetition into the market.

MR. KELLY concurr ed.
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REPRESENTATI VE GRUENBERG nentioned that he has wtnessed, in
both the trucking and broadcasting industries, challenges to new
permts in an attenpt to drive the new applicants out of
busi ness. He asked whether this was the practice prior to the
est abl i shment of the RCA

2:15:44 PM

JAMES KEEN, Chief/Engineering, Regulatory Conm ssion of Al aska
(RCA), Departnment of Commerce, Conmmunity, & Econom c Devel opnent
(DCCED), offered that there has been a |lot of recent
consolidation by commercial refuse utilities. He explained that

HB 172 will not change the barrier to entry for new conpetitors,
but will instead allow |larger conmmercial refuse conpetitors to
be nore agile. He reported that there have been recent

proceedi ngs wherein conpetitors have applied and the |arger
exi sting conpanies have filed comments in opposition, but the
RCA has still allowed nore conpetition. General ly, though,
conpetition has declined in all the major utility markets in
Al aska.

CHAI R RAMRAS asked if this were a result of capital costs.
MR. KEEN replied that this is generally a result of buyouts.

CHAI R RAMRAS comrented this is a condition of the narketplace.
He said he assuned that it was the cost of capital that kept the
smal | conpetitor out of the marketpl ace.

REPRESENTATI VE GRUENBERG offered his wunderstanding that M.
Gazaway is saying that an effect of HB 172 will be to nake the
| arger conpanies nore "agile," yet that agility mght nmake it
nore difficult for the smaller conpanies to conpete.

MR. GAZAWAY responded that the current process is neant for
regul ated commercial refuse providers that earn over a specific
revenue threshold, and there is a lag period of 30-45 days for

approval of a newy proposed rate. He offered his belief that
under HB 172, there would not be a rate approval process, so
rate changes could be inmmediate. He also disclosed that

currently there are five open proceedi ngs whereby affiliates of
Al aska Pacific Environnmental Services of Anchorage, LLC, doing
busi ness as Al aska Waste, have petitioned for exenption under AS
42.05.711(d), which allows them to request an exenption from
sone or all portions of AS 42.05.

2:19: 31 PM
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BOB COX, General Manager, Alaska Wiste, explained that his
conpany is an Al aska-owned refuse conpany providing services
t hroughout Al aska. He stated that Al aska Waste supports HB 172,
as the bill deregulates the provision of conmmercial refuse
services. He noted Al aska Waste began as a two-truck operation

conpeting against several conpanies including Waste Managenent,
the largest publicly held refuse managenent conpany in the U S.,
during a rate deregulated environnment for commercial refuse
which allowed Alaska Waste to inplement strategies to conpete
effectively agai nst Waste Managenent.

MR COX relayed that the RCA chose to inplement full rate
regul ation when Al aska Waste acquired the Wiste Managenent
asset s. Al aska Waste believes that the rate deregulation
envi ronnment provides the best options for both the industry and
the consuners because it allows for pricing flexibility,
i nnovative solutions, and expansion of the conmercial service
offerings, thereby creating incentives for different diversion
techni ques in recycling. He said he believes rate deregul ation
provides for ease of entry into the nmarket, reduces regulatory
requirenents as a conpany grows, and allows for custoner
determ nation of service requirenments based on different service
options provided by conpetitors in a market place.

MR COX surmsed that HB 172 wll elimnate the significant
burden on the RCA to police various conpetitors’ conpliance,
renove commer ci al refuse from cost - based, r at e- maki ng
proceedings, elimnate RCA staff tine for these proceedings,
retain RCA oversight of the commercial refuse industry through
continued certification requirenents, and retain the RCA
investigatory and enforcenent options based on custoner
conplaint or petition. He concluded that Al aska Waste believes
HB 172 represents good public policy because it wll pronote
conpetition, elimnate unnecessary regulation, and allow for
oversight of the industry to ensure effective and fair
conpetition.

2:21:49 PM

CHAI R RAMRAS asked how a new conpany would enter the market and
get consumer busi ness.

MR. COX responded that the refuse industry is different than
many other regulated utilities. He revealed that although a
conpany could be started with one truck and a few containers, it
is the RCA certification process which is cunbersone and tine
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consumi ng. He offered his belief that the previous rate
deregul ated nodel of the RCA allowed a reduced standard for
attaining certification since a conpany only needed to show they
had equi prent and insurance to operate. He noted that although
buying a truck is not a mniml expense, it is one that pays
back fairly quickly. He explained that conpeting in the garbage
business is about providing the best quality of service which
entails offering the service package that the custoner requires
or chooses. He said he believes one of the difficulties wth a
rate regulated environnment is the inability to provide many of
the options such as bundling of regulated and non-regul ated
services. The service level offering is different under a rate
regul ated environment versus a non-regul ated one because under a
regul ated environnent the conpanies cannot offer as nmany
choices. He said Al aska Waste supports HB 172.

CHAI R RAMRAS asked how the passage of HB 172 woul d i npact Al aska
WAst e entering a new narket.

MR. COX responded that passage of the bill would not accelerate
entry, as that is a function of the certification and transfer
process. It would, however, create nore opportunity within the
state.

2:25:35 PM

REPRESENTATI VE CGRUENBERG asked who is responsible for the
decision to allocate dunpsters that are too small to service
some | ocati ons.

MR. COX responded that his conpany tries to ensure that clients
have the correct level of service, but the difficulty is that
clients may have to pay nore for the service, and clients are
attenpting to mnimze costs. He said Alaska Waste does work
with its clients, supplying larger dunpsters, or changing the
frequency of pickups, while trying to mnimze the extra-cost
i mpact . He offered that Al aska Waste also tries to charge for
any extras, giving clients an incentive to change the |evel of
servi ce. He explained that the Minicipality of Anchorage (M®A)
is responsible for the enforcenent of the code and, although the
MOA is busy, it has been cooperative with Al aska Wste when
citing problem clients. He granted that although Al aska Waste
does not have any enforcenent ability, it does try to create an
econom c incentive for its clients.

REPRESENTATI VE DAHLSTROM suggest ed Representative G uenberg cal
his assenbly person to address the enforcenent issue.

HOUSE JUD COW TTEE -17- May 9, 2007



CHAIR RAMRAS, after asking if there was any nore testinony,
cl osed public testinony on HB 172.

2:28:21 PM

REPRESENTATI VE DAHLSTROM noved to report HB 172 out of committee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 172 was noved out of
comittee.

HIR 17 - KENSI NGTON M NE APPEAL

2:28: 47 PM

CHAI R RAMRAS announced that the final order of business would be
HOUSE JO NT RESOLUTION NO 17, Encouraging Coeur Al aska, Inc.,
to pursue all legal options to resolve the issues presented in
Sout heast Al aska Conservation Council v. United States Arny
Corps of Engineers on behalf of itself and consistent with the
state's efforts to enforce its rights as a state over its
resources; and requesting the United States Court of Appeals for
the Ninth Crcuit to adjudicate those matters that cone before
the court in a fair and inpartial nmanner so that the state's
natural resources can be developed in a tinmely and |aw ul
manner. [Before the commttee was CSHIR 17(RES). ]

The commttee took an at-ease from2:28 p.m to 2:32 p.m
2:32:01 PM

REPRESENTATI VE CRAI G JOHNSON, Al aska State Legislature, sponsor,
expl ained that HIJR 17 calls upon Coeur Al aska, Inc., to pursue
all the legal options up to and including the U S. Suprene
Court. He said that the Kensington Gold Mne went through all
the state and federal permtting processes. After a |lawsuit was
filed, the U S. District Court for the District of Alaska ruled
in favor of the mne, allowing it to proceed, but the 9th
Crcuit Court of Appeals is in the process of overturning that
ruling. He offered his belief that this is not a mning issue,
but a resource issue that is being held up in court. He
encouraged everyone to protect the state’s rights and the
permtting process; since Alaska is a resource devel opnent
state, this resolution encourages the owners of the Kensington
mne to pursue the permts, in order to protect the right to
devel op Al aska's resources.
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REPRESENTATI VE JOHNSON said the House Resources Standing
Comm ttee renoved sone of the language in HIR 17 that was not
friendly to the 9th Crcuit Court of Appeals. He said he is not
opposed to revisiting the language relating to the court that
was omtted by the House Resources Standing Conmittee. He felt
it was inportant to send a nessage that Alaska is a state that
will stand up for its rights. He concluded by saying that this
is “nmore about states rights than holes in the ground or
anything else.” He encouraged Coeur Alaska to pursue all |egal
opti ons.

REPRESENTATI VE SAMUELS referred to page 2, lines 10-12, of HIR
17, and asked if that was the only [l anguage] that was taken out
of CSHIR 17(RES).

REPRESENTATI VE JOHNSON indicated that the |anguage on page 2,
lines 18-21, of HIR 17, and the nanes of the heads of the other
states and territories that the 9th Circuit Court of Appeals has
jurisdiction over were al so renoved.

2:36:31 PM

MARK RORI CK, Chair, Juneau Chapter, Sierra Cub, said he was not
going to argue against HIR 17. However, the Sierra Cub is
confident with the nerits of the [decision by the 9th Crcuit
Court of Appeals with regard to the Kensington nmine] and the
Sierra Cub is wlling to argue those nerits in any venue. He
offered his belief that the [U S. Suprene Court] would not
accept the [Kensington mne] case, but if the court should, he
is confident the Sierra Cub's stance would prevail. He
coomented that he is not aware of any 9th Grcuit Court of
Appeal s environnmental decision regarding the Tongass National
Forest that has been overturned since his involvenent with the
Sierra C ub. He noted that [the 9th G rcuit Court of Appeals]
refused to hear a case on coal fired plants, even though the
appeal was supported by the <coal industry and the Bush
Admi ni strati on.

MR. RORICK offered to exam ne sone of the other Kensington m ne

i ssues. First, he addressed the assunption that mne waste
disposal in Lower Slate Lake is environnentally sound, or
pr ef er abl e. He offered his belief that having tons of mne

waste inpounded in a natural drainage above Berners Bay, behind
a dam subject to possible failure, in an earthquake zone, is not
environmental |y acceptable or preferable. He noted that there
has been quite a bit of speculation regarding settlenent and
negoti ations [between the plaintiffs and the Kensington mne
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owner s] ; however , to his know edge, there are not any

negoti ati ons presently occurring. He added that suggestions
have been presented to petition the 9th G rcuit Court of Appeals
to delay the decision [regarding the Kensington mne]. He

reported that the Sierra Cub has no basis to negotiate the
allowable use of Lower Slate Lake as a nine waste storage
facility. He enphasized that the Sierra Club is willing to have
a continuing dialogue regarding other waste disposal nethods,
and the Sierra Cub is assumng that any dialogue would be
concurrent with the public process to analyze a new operating
pl an. He expressed his desire that the proposed disposal plan
neet “legal nuster” and is “the best possible l|egal option
environnmental ly.”

MR. RORICK continued, addressing the issue of jobs at the
Kensi ngton m ne. He offered his belief that this issue is a
concern for everyone. He said he struggles daily with the
possi ble inmpact and regularly questions his personal notives.
He said he perceives that there is no evidence that Coeur Al aska
will walk away from the Kensington mne project as a result of
this [court decision]. Mre than half of the 400 jobs currently
offered at the Kensington mine are construction jobs, and mne
construction is now 80 percent conplete. He said he believed
the dry stack nethod of disposal will nost likely create nore
construction and operating jobs. He summarized, expressing his
sincere hope that should Coeur Al aska need to scale back during
the new permtting process, this would have mninmal inpact on
the work crew.

2:42: 38 PM

REPRESENTATI VE LYNN asked if both the local and the national
chapters of the Sierra Cub have taken a position opposite to
HIR 17.

MR. RORICK explained that the Sierra Cub is a volunteer-run
organi zation and nearly all of these special mtters are
initiated at the |ocal chapter |Ievel. He continued, stating
that it would be very unusual for those at the national |evel to
override a local chapter. He enphasized that he is in continual
contact with the national organization of the Sierra Cdub, and
there woul d not be a national override in this case.

REPRESENTATI VE LYNN asked whether the national chapter has
commented on HIR 17.
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MR RORICK reiterated that the national chapter is very much
aware of the issue. He relayed that he has corresponded with
the aide to the executive director of the Sierra Cub, as well
as Sierra Cub representatives in Wshington, DC, and they
consider it to be an extrenely inportant case, one they are not
willing to back away from

REPRESENTATI VE LYNN asked if funding was raised locally or
national ly.

MR. RORICK enphasized that the Sierra Club chapters have very
smal | budgets because the national budget is spread very thin.
He explained that budget distribution is based on nenbership,
and he surmsed the Juneau chapter budget is less than an
average Juneau household inconme. He offered his belief there is
no outside noney to prosecute this case.

REPRESENTATI VE SAMUELS asked whether M. Rorick is a vol unteer
or a paid enployee of the Sierra Cub

MR RORICK replied that he is a vol unteer.
2:45:12 PM
[Chair Ranras turned the gavel over to Vice Chair Dahl strom]

ROB CADMJS, Organizer, Water Quality and Mning, Southeast
Al aska Conservation Council (SEACC), explained that SEACC is a
coalition of 17 volunteer citizen conservation groups extending
from Yakutat to Ketchikan, whose nmission is to protect the
extraordinary natural resources of southeast Alaska while
ensuring their w se and sustainable use. He pointed out that
there are a lot of inportant issues at stake with the Kensington
mne, including jobs and responsible use of Al aska's natural
resour ces. He enphasized that the better people can understand
all the issues, the better they can all mke w se decisions
regardi ng those issues.

MR. CADMUIS reported that SEACC has worked on the Kensington m ne
issue for nore than 20 vyears, through two full permtting
processes. He reviewed sone of this history, noting that in
1998, Kensington received a fully permtted plan for a dry stack
tailings facility; yet, Coeur Al aska decided not to take that
option, and instead redesigned its plan, which is currently
bei ng di scussed. He noted that SEACC has participated in each
step of this permtting process. In 2002, SEACC warned both
Coeur Alaska and the permtting agencies that the plan to use
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Lower Slate Lake as a tailings facility violated the [federal]
Clean Water Act, putting Juneau’'s clean water at risk, and
setting a dangerous precedent for both Al aska and the United
St at es.

MR. CADMUS explained that this lawsuit challenges a permt
issued by the United States Army Corps of Engineers (USACE) to
allow the daily discharge of about 210,000 gallons of chemically
processed mne tailings into a |ake. This di scharge would kil
all the fish and aquatic life in the | ake. He reported that
prior to the Kensington mne permt, the USACE had never issued
a permt allowing the discharge of mne tailings into a U S
| ake, because in 1982, the Environnental Protection Agency (EPA)
adopt ed specific regulations prohibiting such practices for gold
m nes. The EPA, after a nationw de study, concluded that the
di scharge of mne tailings into navigable waters is unnecessary,
because there are feasible alternatives already bei ng used.

VR. CADMJUS noted that the EPA determined that it was
environmentally preferable to use a dry |ands disposal nethod
for the tailings at the Kensington m ne. He offered his belief
that Coeur Al aska chose to ignore these EPA determ nations, and
i nstead changed their tailings disposal plan, ganbling that no
one would challenge this new design. He continued, noting that
the Kensington mne nust now redesign a legal tailings facility
that protects the waters of Berners Bay. In 1998, Coeur Al aska
had all the necessary permts for a dry stack tailings facility,
the same method used at both G eens Creek mne and Pogo m ne.
He affirmed that SEACC woul d prefer the dry stack nethod.

[Vice Chair Dahl stromreturned the gavel to Chair Ranras.]

MR CADMUS, in sunmary, stated that the Al aska constitution
requi res devel opnent of the state's natural resources to the
benefit of all Al askans, and there is little or no value to the
state and to the country if this is not done correctly at the
Kensi ngton mne. He said he believes cutting corners today wl |
only create bigger problens in the future. He rem nded the
commttee that the legacy of mning is not a good one; too nany
people and too many comunities have been devastated by the
toxicity of mne waste to take lightly what Coeur Alaska is
trying to inplenent. He encouraged the conmttee to instead use
HIR 17 to neet the Al aska constitutional mandate which states
devel opment be done for the benefit of all Alaskans, and this
woul d include the protection of Alaska s clean water. He asked
the committee to encourage Coeur Alaska to use all |egal
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options, including a redesign of its tailings disposal, to fully
protect Al aska's clean water.

2:50: 04 PM

REPRESENTATI VE SAMJELS asked whether SEACC would support the
m ne whol eheartedly if it had a dry stack tailings facility.

MR. CADMUS replied that SEACC is wlling to be involved in the
planning of a dry stack tailings facility. He noted that SEACC
woul d want to ensure that a dry stack tailings facility was done
properly and located in the correct area. He rem nded the
commttee that SEACC did not oppose Coeur's earlier proposal for
a dry stack tailings facility.

REPRESENTATI VE SAMUELS voi ced his concern that there would al so
be a lawsuit against the dry stack tailings facility, causing a
delay in the devel opnent of the Kensington mne. He inquired
whet her SEACC has broad opposition to this mne.

MR. CADMUS responded that SEACC does not have broad opposition
to the mne; the concern is for the protection of clean water.
He offered that SEACC is willing to work with Coeur Al aska on
options for tailings disposal, especially dry stacking.

REPRESENTATI VE LYNN asked M. Cadnus if he or any nenber of
SEACC were a professional mning engineer or geol ogi st.

MR. CADMUS replied that he is a water quality expert, and SEACC
does consult with mning geophysicists to obtain expertise.

REPRESENTATI VE GRUENBERG asked if |[SEACC] presented expert
testinmony in the lawsuit w th USACE

MR. CADMUS responded that SEACC staff and hired professional
experts presented technical information and expert advice in
their briefings throughout the permtting process.

REPRESENTATI VE GRUENBERG asked M. Cadmus whet her his support of
dry tailings disposal and subsequent support of the mne,
depends on the final plans.

MR. CADMUS replied this is correct since, in principle, SEACC
feels that dry stack tailings in an appropriate |ocation are the
“way to go.” He again rem nded the commttee that SEACC did not
oppose the dry stack tailings facility in the 1997 pl an.
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REPRESENTATI VE SAMUELS asked if SEACC opposed anything in the
1997 pl an.

MR. CADMUS expl ai ned that SEACC did not oppose anything specific
with the Kensington mne, the objection was to the environnenta
analysis regarding the cunulative effect to Berners Bay. He
commented that the Juneau Access Project, the Kensington nne
the proposed hydro project, and the proposed ferry termnal were
not anal yzed together, instead each was anal yzed separately.

REPRESENTATI VE SAMJELS asked if litigation was used to sl ow down
t hese projects.

MR. CADMUS replied that it was not.

REPRESENTATI VE SAMJELS asked M. Cadnus to define "water quality
expert,"” and how his expertise differed from the other experts
who revi ewed t he Kensington m ne plan.

MR. CADMUS responded that he could not claim an experti se. He
relayed that the fundanental issue is that a mne has never
before been allowed to dunp its waste into a water body of the
United States.

2:56: 02 PM

REPRESENTATI VE SAMJELS repeated his earlier request to define
"wat er quality expert," and to expl ain M. Cadnus'’
qgqualifications versus those of the USACE water quality expert,
who arrived at a different concl usion.

REPRESENTATI VE GRUENBERG obj ected as M. Cadmus never testified
he was an expert during the litigation.

MR. CADMUS replied that he earned a masters degree in water body
and wetland restoration. He indicated that his contact wth
ot her agency water quality experts affirmed his high regard for
their expertise, and he felt he had no superior know edge of the
subj ect .

REPRESENTATI VE SAMUJELS remarked that he assuned a conflict
existed since USACE issued a permt and SEACC contested the
permt, so there nmust have been | egitimte debate.

2:58: 27 PM
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TOM BRI CE, Juneau Business Agent, Laborers Local 942, offered
sonme history of the Kensington m ne. He relayed that Coeur
Al aska awarded the construction contract for the Jualin mne
site to Alaska Interstate Construction LLC (AIC) in late June
2005, and by md July 2005, Laborers Local 942 had enployees
working at the site. He said that there is an Al aska native
sharehol ders preference in the |abor contract with Al C Si nce
the initial contract, Laborers Local 942 has dispatched nore
than 60 people to that job, and nore than 30 percent of these
are Al aska Native. He observed that since the fall of 2005
there has been an ongoing debate about mne tailings. He
offered his belief that Coeur Al aska “has gone to the table” to
address these concerns, but the proffered agreenment was not

accepted by the “environnentalist board.” He said he perceives
that the mine tailings dispute places those mne |abor jobs at
risk. He conveyed these jobs pay a “living wage” which allow

wor kers to make house and car paynents, receive health benefits,
and secure a strong retirenment to support them when, after 15-20
years of “working construction and their bodies are ready to

give up, [they've] got sonmething to fall back on.” He asked the
committee to renmenber the inpact of this lawsuit on “real
wor ki ng Al askans ... so they can have the American Dream”

MR. BRI CE urged the conmittee’s support of HIR 17.
3:01:26 PM

HAYWARD COOLY, Laborers Local 942, speaking on behalf of other
enpl oyees at [Kensington mne], offered his belief that [AI(

pays the highest into retirenment, for jobs which will continue
for the next 30 years with the passage of HIR 17. He stated
that this proposed bill can directly affect the workers and
their famlies, and indirectly affect the lives of “shop owners
and real estate agents.” He offered his support of HIR 17.
3:02:37 PM

STEVE BORELL, Executive Director, Al aska Mners Association
(AMA), added a few coments to the AMA's letter of support the
committee nenbers had in their packets. He offered his belief
that Coeur Al aska has been upfront and straightforward with the
community and the environnmental groups during the nore than 20
years of permtting for this project, and has nmade nunerous
concessions and changes to its plans to address issues. He also
offered his belief t hat envi r onnent al organi zati ons had
previously comented against dry stack tailings, yet now the
environmental organizations are speaking in favor of this
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nmet hod. Coeur Alaska did not (indisc.) this method when the
price of gold went down, instead Coeur redesigned the project.
He said he believes that one of the benefits of the redesign was
the use of a "low productive |ake" for a tailings inmpoundnent
which will ultimately increase the size of the |ake and create a
better fish habitat.

MR. BORELL, reflecting on the concern for earthquakes in the
area, reported that these types of dans are extrenely strong and
descri bed the dam contai nnent to be consolidated tailings under
| ess than 30 feet of water. He conpared the proposed damto the
| ocal dans built for electricity production, noting that these
dans have been functioning for nore than 100 years. He al |l owed
that Coeur Al aska, in response to concerns of chem cal use, had
committed to ship bulk concentrate from the mne rather than
process on site. He asserted that this change wll elimnate 24
“val ue added processing” jobs locally.

MR. BORELL offered his belief that currently the real issue is

that the 9th CGrcuit Court of Appeals “is out of touch.” He
charged that alnost 90 percent of 9th Circuit Court of Appeals
deci sions have been overturned by the U'S. Suprene Court. He

referred to the decision by the US. District Court of Appeals
for the District of Al aska, Southeast Alaska Conservation
Council v. United States Arny Corps of Engineers, in which the
judge reviewed the permts, concluding that there was conpliance
with the |aw He expressed his desire that should the U S
Suprene Court accept an appeal of Southeast Al aska Conservation
Council, it would agree with the District Court.

3:08: 45 PM

REPRESENTATI VE LYNN asked for an explanation of dry stack
tailings.

MR. BORELL explained that dry stack tailings disposal puts the
tailings material through a filter press, squeezes out as nuch
water as possible, about 70 percent, and then places the

concentrate into a lined landfill. When the tailings deposit is
conplete, a capping naterial 1is conpacted on top of the
tailings. He offered his opinion that the net effect to the

area wuld be a significantly smaller and l|ess costly
alternative should Kensington mne be allowed to use Lower Slate
Lake to deposit the tailings, instead of the dry stack nethod.
He attenpted to assure the commttee that the tailings are not
toxi c because there is a very low level of chemcal use in the
floatation process [which is the process prior to the press
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process nentioned above]. He relayed that the water in the
tailings inmpoundnent does neet water quality standards, but the
issue wth Southeast Al aska Conservation Council is whether the
tailings can be placed into a wetland. He commented that the
USACE and the Environnental Protection Agency (EPA) cane to an
agreenent regarding the initial placenent of the tailings such
that so long as the water does not run off into a river or the
ocean, the USACE would be the regul ators. He explained that
wat er does not need to neet the water quality standards until it
| eaves the inpoundnent.

REPRESENTATI VE SAMUELS asked for an explanation of the
permtting process to help determ ne why so nany different water
quality experts cane to such different concl usions.

MR. BORELL offered that M. Fogels could better describe the
process, however, he understood that Coeur Al aska presented a
plan, the State of Al aska, the USACE, and the EPA reviewed the
pl an, then each side voiced concerns, adjusted designs, and
adj usted requirenents until all the parties agreed that this was
a technically do-able process. He surm sed that upon the
conclusion of this process, all the parties involved with this
di scussion agreed that Lower Slate Lake was the best
alternative.

3:15: 07 PM

EDMUND FOGELS, Acting Deputy Commi ssioner, Ofice of the
Comm ssi oner, Anchorage O fice, Departnment of Natural Resources
(DNR), in response to a question, said he doesn't consider
himself to be a water quality expert but rather a mne
permtting expert with a BA in Environmental Sciences, and he
has worked for DNR on large mne projects for over 12 years, as
well as general mning projects and issues for nore than 20
years. In response to a request, he explained that because the
Kensi ngton mne permitting process was conplicated, he will only
speak to the last cycle. He explained that this was the third
attenpt to permt and get the Kensington nmine going. He
reported that Coeur Alaska first discussed the proposed project
with state agencies and received the agencies feedback,
i ncluding what permts were required. He conveyed that the nost
inportant aspect for a large mne project is the federal
Environnental Inpact Statement (EI'S), because the mne would
need key permts fromthe USACE and the EPA. He expl ained that
the EIS is a large, thorough environnental analysis of the
potential inpacts of the mne, and this EI'S took about three and
a half years to conplete.
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MR. FOGELS continued to explain that all the necessary state
aut hori zations and processes could be *piggybacked” onto the EIS
process. He summarized that wupon conpletion of the EIS,
including the reviews of the geochem stry of the tailings and
the water quality results, the experts agreed the project was

environnmental ly sound and the inpacts acceptable. The state
agencies then used that EIS as the basis for their decision
maki ng process. He repeated that the EIS was the key, and

offered his belief that this EIS, wundertaken by nunerous
experts, was a very thorough analysis of all the facets of the
project, and that the agencies were very confortable with their
anal yses that the tailings going into Lower Slate Creek Lake
were “relatively benign,” that the water quality comng off the
| ake would “neet clean water standards,” and that the |ake could
be reclainmed in another generation to be at |east as productive,
if not nore so, than it was prior to m ning.

3:20: 00 PM

REPRESENTATI VE HOLMES asked if either the state or the attorney
general’s office had any role in this litigation.

CAMERON LEONARD, Senior Assistant Attorney General, Natural
Resources Section, G vil D vision (Fairbanks), Departnment of Law
(DAL), responded that the state was not originally naned as a
defendant, but the state has since intervened as a defendant and
has actively defended the federal permts in front of the U S.
District Court and the 9th Gircuit Court of Appeals.

REPRESENTATI VE HOLMES comented that each menber has in their
packet a resolution by the Cty and Borough of Juneau (CBJ)
entitled “A Resolution Urging a Negotiated Settlenent of the
Kensington Gold Mne Litigation” which is a request by the city

for a return to nediation. She asked for a response regarding
why the state is encouraging further litigation, as opposed to
encour agi ng nedi ation. She offered her belief that nediation

could result in a faster, cheaper settlenent.

MR. LEONARD responded that he was instructed to not take a
position on the resolution. He said he was aware of the CBJ
resolution, but was not aware that any nediation or settlenent
di scussions were currently taking place.

REPRESENTATI VE ANDREA DOLL, Al aska State Legislature, said that

the district as a whole favors the mne, wants to have the
enpl oynent and econom c benefit of the mne, and wants it to be
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successful . She enphasized that there is also a trenendous
desire to protect Berners Bay and to build the mne in an
"environnentally conscious way." She offered her belief that
Representative Hol nes made a good observation that it would be
so advantageous for the parties to cone together for nediation.
She concluded that she had not taken sides, but that the need is
to proceed in an "environnmental |y consci ous"” manner.

CHAI R RAMRAS, after asking if there was any further testinony,
cl osed public testinony on HIR 17.

3:24:18 PM
CHAI R RAMRAS noved to adopt HIR 17 as the working docunent.

REPRESENTATI VE HOLMES obj ected, relaying that CSHIR 17(RES) had
renmoved sections of the proposed resolution that did not speak
to the underlying intention of the resolution, which is to
encourage the mning conpany to pursue further Ilitigation. She
offered her belief that the sections deleted from HIR 17 were
i nflammatory, did not actually help the resolution, and would be
counterproductive if the real intent is to nove the m ne project
f orwar d.

3:25:59 PM

A roll call vote was taken. Representatives Ranras, Sanuels,
Dahl strom and Lynn voted in favor of adopting HIR 17 as the
wor ki ng docunent . Representatives Holnmes and G uenberg voted

against it. Therefore, HIR 17 was adopted by a vote of 4-2.
3:26: 55 PM

REPRESENTATI VE LYNN noved to report HIR 17 out of commttee with
i ndi vi dual recommendati ons and t he acconpanyi ng fiscal notes.

REPRESENTATI VE HOLMES obj ect ed. She explained that it is her

belief that there was not a full discussion on encouraging
l[itigation rather than encouraging nediation, and that the
di scussion was not concl uded. She enphasized that she also

feels the |anguage of HIR 17 contains unnecessary and
i nfl ammat ory | anguage whi ch does not speak to the intent.

3:27:59 PM

A roll call vote was taken. Representatives Ranras, Lynn,
Sanuel s, and Dahlstrom voted in favor of reporting HIR 17 from
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comittee. Representati ves G uenberg and Hol mes voted agai nst
it. Therefore, HIR 17 was reported out of the House Judiciary
Standing Commttee by a vote of 4-2.

ADJ QURNVENT

There being no further business before the commttee, the House
Judiciary Standing Conmittee neeting was adjourned at 3:28 p. m
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