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HOUSE JO NT RESOLUTI ON NO. 17

Encour agi ng Coeur Alaska, Inc., to pursue all legal options to
resolve the issues presented in Southeast Al aska Conservation
Council v. United States Army 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
manner so that the state's natural resources can be devel oped in
atinely and | awful manner.

- MOVED CSHIJR 17(RES) QUT OF COW TTEE

SENATE BI LL NO 109

"An Act relating to the regulation and permtting of drilling
and other operations by the Alaska O and Gas Conservation
Comm ssion, to civil penalties assessed by the conmssion, to

reconsi deration and appeal of decisions and the allocation of
costs in investigations and hearings before the conm ssion, and
to information filed with and fees of the conm ssion; and
providing for an effective date."

- MOVED CSSB 109(RES) QUT OF COW TTEE

HOUSE RES COW TTEE -1- April 30, 2007



HOUSE BILL NO. 94

"An Act relating to fishing, hunting, and trapping in marine
park units of the Alaska state park system anending the area
within designated marine park units of the Alaska state park
system and adding marine park units to the Al aska state park
system "

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HIR 17

SHORT TITLE: KENSI NGTON M NE APPEAL/ 9TH CI R
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

BILL: SB 109
SHORT TITLE: O L & GAS CONSERVATI ON COVMM SSI ON
SPONSOR(S): RULES BY REQUEST OF LEG BUDGET & AUDI T BY REQUEST

03/ 07/ 07 (S) READ THE FI RST TI ME - REFERRALS

03/ 07/ 07 (S) RES

03/ 12/ 07 (S) RES AT 3: 30 PM BUTROVI CH 205

03/ 12/ 07 (S Schedul ed But Not Heard

04/ 13/ 07 (S) RES AT 3: 30 PM BUTROVI CH 205

04/ 13/ 07 (S) Moved CSSB 109(RES) Qut of Committee
04/ 13/ 07 (S) M NUTE( RES)

04/ 16/ 07 (S RES RPT CS 4DP 1NR SAME TI TLE

04/ 16/ 07 (S) DP: HUGGE NS, STEDMAN, STEVENS, CGREEN
04/ 16/ 07 (S) NR: W ELECHOWSKI

04/ 18/ 07 (S) TRANSM TTED TO (H)

04/ 18/ 07 (S) VERSI ON:  CSSB 109( RES)

04/ 19/ 07 (H READ THE FI RST Tl ME - REFERRALS

04/ 19/ 07 (H RES

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

W TNESS REG STER

TREVOR FULTON, Staff

to Representative Craig Johnson

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HIR 17 on behalf of the sponsor,
Represent ati ve Johnson.
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CAMERON LEONARD, Senior Assistant Attorney Ceneral

Nat ural Resources Section

Cvil Division (Fairbanks)

Department of Law (DQOL)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: During discussion of HIR 17, responded to
guestions and offered coments.

STEVE BORELL, Executive Director

Al aska M ners Associ ati on (AVA)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HIR 17.

ED FOGELS, Acting Director

O fice of Project Managenent & Permitting

Department of Natural Resources (DNR)

Juneau, Al aska

POSI TI ON STATEMENT: During discussion of HIR 17, responded to
gquestions and offered comments.

ROB CADMUS, Water Quality and M ning Organizer

Sout heast Al aska Conservati on Council (SEACC)

Juneau, Al aska

POSI TI ON STATEMENT: During discussion of HIR 17, responded to
guestions and of fered coments.

CHERYL SUTTON, Staff

to Representative Ral ph Sanuel s

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented SB 109 on behalf of the sponsor,
Legi sl ative Budget & Audit Conmttee, of which Representative
Sanmuels is the chair.

JOHN NORMAN, Chair

Al aska O | and Gas Conservation Commi ssion (AOCGCC)

Anchor age, Al aska

PCSI TI ON  STATEMENT: During discussion of SB 109, answered
guestions on behalf of the Alaska Ol and Gas Conservation
Conmi ssi on.

KARA MORI ARTY, External Affairs Manager

Al aska G| and Gas Associ ati on (ACGA)

Anchor age, Al aska

POSI TI ON  STATEMENT: During testinony, offered comments and
support for SB 109.
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ACTI ON NARRATI VE

COCHAIR CARL GATTO called the House Resources Standing

Commttee neeting to order at 1:04:26 PM Represent ati ves
Gatto, Johnson, Seaton, Roses, Edgnon, Kawasaki were present at
the call to order. Representatives Kohring, WIson, and

GQuttenberg arrived as the neeting was in progress.

HIR 17- KENSI NGTON M NE APPEAL/ 9TH Cl R.

1: 04: 30 PM

CO CHAI R GATTO announced that the first order of business would
be HOUSE JO NT RESOLUTION NO. 17, Encouraging Coeur Al aska,
Inc., to pursue all Jlegal options to resolve the issues
presented in Southeast Al aska Conservation Council v. United
States Arnmy 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 CGrcuit to adjudicate those matters
that conme before the court in a fair and inpartial nanner so
that the state's natural resources can be developed in a tinely
and | awful manner.

1: 05: 08 PM

TREVOR FULTON Staff to Representative Craig Johnson, Al aska
State Legislature, paraphrased from the followng sponsor
statenment [original punctuation provided]:

M. Chairman, nenbers of the conmttee, thank you for
allowwing ne this opportunity to speak on House Joint
Resol ution 17.

HIR 17 addresses yet another chapter in the long and
famliar story of Alaska having to defend its rights
to allow developnent of its own natural resources.

Regardl ess of the type of resource — oil, tinber, fish
and seafood, mnerals — large scale projects in Al aska
have always been used as a chess piece of sorts - a
l[itnus test, if you will — in a larger battle between

the interests of outside entities and the interests of
the State and its people. The Kensington Mne is no
different.
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On March 16th, the US 9th Circuit Court of Appeals
announced a forthcom ng decision that would undermn ne
a two decades long permtting process and halt the
al ready ongoi ng construction of the Coeur Al aska owned
and operated Kensington M ne.

Kensi ngton M ne has already proven to be a huge boost
for the econony of the area and has garnered
w despr ead support anong t he busi nesses, t he
communities, and the people of Southeast Al aska.
Halting construction of this valuable econom c engine
has inmedi ate consequences for Southeast Alaska, and
long term consequences for the State of Alaska as a
whol e.

The 9th Circuit Court of Appeals’ decision hinges on a
tailings disposal plan that was approved twi ce by the
US Arny Corps of Engineers, found to be in conplete
conpliance with the Cean Water Act, and upheld by the
Federal District Court of Al aska.

This practical and environnmentally sound tailings
di sposal plan canme about as the end result of over 900
studies conducted by and nearly 60 permts approved
for the Kensington Mne Project over the last ten
years.

There is pending federal legislation that would split
the 9th Grcuit Court of Appeals — for good reason
The 9th Circuit is by far the largest of the 13 courts
of appeals. It presides over nine western states and
the territories of Guam and the Northern Mariana
| sl ands and enconpasses over 20% of the US popul ation
The 9t h Crcuit has a proven hi story of
anti devel opnment decision making when it comes to
Al aska and its right to develop its natural resources.

Until the day when the court is split and litigation
involving Alaska s resources can be adjudicated in a

fairer and nore inpartial nmanner, developers Iike
Coeur Alaska will have to continue to seek litigation
at the Suprene Court |evel. In the ongoing effort to
assert our state’s rights to our resources, it is
inmportant that Al aska encourage and support these
pursuits.
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For these reasons and the reasons expressed in HIR 17,
we mnust resolve our objection to inpartial treatnent
by the 9th Circuit Court and our encouragenent of

Coeur Alaska to pursue all legal options to continue
the construction and operation of the Kensington M ne
Proj ect.

M. Chairman, respected nenbers of the commttee, |
thank you for listening and | urge you to support HIR
17.

1: 08: 36 PM

CO CHAIR GATTO asked for an explanation of the tailings disposal
pl an, and he asked how it is different from any other SE Al aska
m ne pl an.

CAMERON LEONARD, Senior Assistant Attorney General, Natural
Resources Section, G vil D vision (Fairbanks), Departnment of Law
(DOL), said that he is available for questions.

1: 10: 35 PM

STEVE BORELL, Executive Director, Alaska Mners Association
(AMA), stated that the AVA letter of support is in the nenbers’
packets.

MR. BORELL read fromthe foll ow ng testinony:
Thank you, M. Chairman and Menbers of the Commttee,

My nanme is Steve Borell. | am Executive Director of
the Alaska Mners Association and | am testifying on
behal f of the Associ ation.

| believe you have our letter of support for this
Resolution in your packets so |I wll not repeat that
but I do wish to make a few additional coments.

Coeur Al aska has been up front and straight forward
with the community and with the environnental groups
that opposed the project for nore than 20 years.
Coeur made nunerous concessions and changes in their
plans to address the issues that were raised. United
Fi shernmen of Al aska originally opposed the project but
based on changes to the design, they no |onger oppose
it.
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At one point Coeur conmmtted to use a higher cost
alternative where they would ship a bulk concentrate
fromthe mne, rather than produce a gold bar on site.
This was in response to conpl aints SEACC regardi ng use
of certain chemcals on site. In effect, this neans
that sonme of the “value added processing” [original
punctuation provided] that could be done in Al aska was
sent elsewhere, and with it Alaska |ost approximtely
24 high quality |ocal jobs.

But the real issue at this tine is the decision of the
9th Circuit Court of Appeals. This Court is out of
t ouch. A higher percent of decisions fromthis court
have been overturned by U S. Suprene Court than from
any other court of appeal. | apol ogize that | could
not find the exact quote and reference, but if ny
nenory serves ne, of the past 72 cases from the 9th
Crcuit that were appealed to the U S. Suprene Court,
65 of those cases were overturned. That gives the 9th
Circuit a 90%failure rate.

W agree with Federal District Court Judge Singleton
when he ruled that EPA and the Corps of Engineers
properly applied the | aw

W urge that this Resolution be passed and forwarded
to the listed parties at the earliest possible date.

1: 13: 43 PM

CO- CHAIR CGATTO asked for exanples that show Coeur Alaska is
willing to make changes.

MR. BORELL reported that the initial mne project was going to
be along the Lynn Canal, and all the tailings were going to be
deposited in the 700 foot deep waters of the canal, as there
will not be any biological effect. However, the fishernen are
concerned that their nets could entangle on the pipes. He said
that the final design, currently under appeal, is proposing to
use a small deep lake of mnimal fisheries value near Berners
Bay.

MR. BORELL indicated that Coeur Alaska is proposing to dam one
end of the valley, thereby doubling the size of the |ake, and
using it for tailings disposal. He expressed his belief that
the resulting shallow |ake wll be a better fish habitat. He
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stated that the initial plan for dry stack tailings disposal is
the sane process wused at nearby Geens Creek M ne. He
established that the dry stack nethod will inpact a |larger area
and will require quarrying rock for a cap on the tailings. He
offered his belief that |ake use is the best solution. He
reported that the facilities can't be seen from Lynn Canal and
it will allow mne workers to live at home with their famlies

and access the mne by boat, instead of helicopter.
1:19: 22 PM

ED FOGELS, Acting Director, Ofice of Project Managenent &
Permitting, Departnment of Natural Resources (DNR), said that DNR
and the State of Al aska believe that this is a good project and
that all the permts are |egal. He expressed his belief that
the United States Forest Service (USFS) Environnmental | npact
St at enent (EI'S) reflects t hat this pr oj ect could be
environnental |y responsi bl e.

CO CHAIR GATTO asked if he agreed with the Record of Decision
fromthe District Court.

MR. FOGELS agr eed.
1: 20: 43 PM

ROB CADMUS, Water Quality and M ning O gani zer, Southeast Al aska
Conservation Council (SEACC), read fromthe follow ng testinony:

Good afternoon, nmy nanme is Rob Cadnus. | am the Water
Quality and Mning Oganizer for SEACC, the Southeast
Al aska Conservation Council. SEACC is a coalition of

17 volunteer citizen conservation groups in thirteen
communities across Sout heast Al aska, from Ketchi kan to
Yakut at . Qur mssion is to protect the extraordinary
resources of Southeast Alaska while ensuring their
wi se and sust ai nabl e use.

| want to thank you all for the opportunity to testify
on House Joint Resolution 17. There are inportant
issues at stake with the Kensington M ne- issues of
j obs and the responsi ble use of our resources- and the
nore broadly and fully they are understood, the better
we, Al askans, can nmake w se decisions regarding them

SEACC has actively worked on the Kensington M ne
Project since its exploration phase 2 decades ago.
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Since then, we have watched it go through several
different designs and two full permtting processes.
In 1998, Coeur received all necessary permts for a
project that ultimately the corporation chose not to

pur sue. | nst ead, it redesigned the mne and
reinitiated the review and permtting process to
arrive at the current mne proposal. SEACC has

participated at every step of this process.

SEACC warned Coeur Alaska and the agencies that its
tailings disposal design was illegal 4 % years ago.
Coeur’s plan to dunp chemically processed tailings
into a lake is a clear violation of the Cean Wter
Act, they put our Clean Water at risk, and could set a
dangerous precedent of using our |akes and streans as
m ne waste dunps.

Unfortunately, Coeur chose to ignore our warnings.
| nst ead, it ganbled by betting that it coul d
successfully roll back a generation of settled |aw and
that no citizen would step forward to defend our right
to clean water

Coeur lost its ganble. Its job now is to redesign the
Kensington Mne so that it's legal and fully protects
the waters and resources of Berners Bay.

Alternatives to dunping tailings into a |ake exist.
In 1998, Coeur had all the necessary permts for Dry

Stack Tailings facility. It is the sane nethod
tailings disposal the Geens Creek Mne and Pogo M ne
uses. It is the nmethod that SEACC has stated that it

prefers for the Kensington.

Qur state’s constitution requires that devel opment of
our natural resources benefits all Al askans. There is
little value to this state, and no value to the
country in the long run, if we do not do it right at
t he Kensi ngton. Cutting corners today will result in
| arger problenms in the future.

This case will inpact the way we care for our clean
wat er throughout the nation, and because the United
States is often a nodel for other countries, it could
influence how mnes in other parts of the world are
managed.
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It is inmportant to renenber the legacy of mning is
not a good one. Too many people and too many
communities have been devastated by the toxicity of
mne wastes to take lightly what Coeur proposed to do.
As we have said since the early days of this mne, it
is inmportant to do it right.

1:25: 36 PM

MR. CADMUS encouraged commttee nenbers to use House Joint
Resolution 17 to neet the constitutional mandate that
devel opnment is done for the benefit of all Alaskans. He

advocated that Coeur Al aska redesign its tailings disposal plan
sothat it is legal and wll fully protect Al aska's clean water.

REPRESENTATI VE ROSES asked if SEACC supports the original dry
stack tailings proposal.

MR. CADMUS reported that since 1991, SEACC has maintained that
dry stack is the preferred alternative for disposal, and SEACC
has never opposed this nethod.

1:26: 33 PM

REPRESENTATI VE ROSES asked to clarify if SEACC or its 17 nenbers
has encouraged Coeur Alaska to take a different approach for the
tailings disposal.

MR. CADMUS clarified that SEACC does not oppose the dry stack
tailings nmethod, though they have offered suggestions to inprove
t he net hod.

REPRESENTATI VE RCSES asked if SEACC has made any recommendati ons
regardi ng the Geens Creek M ne.

MR. CADMUS stated that SEACC has not filed any |awsuits agai nst
the Greens Creek M ne. He noted that SEACC had concerns wth
the acid mne drainage problenms and that SEACC did get involved
with the tailing expansion permts.

1:28: 22 PM

CO CHAI R GATTO asked what M. Cadnus's job entail ed.

MR. CADMUS expl ained that his background is with water quality

and mning issues, but he spends a lot of tinme working wth
people in the community.
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CO CHAI R GATTO asked what hi s background was.

MR. CADMUS responded that he has a Msters in Water Quality
Rest or ati on.

1: 29: 36 PM

CO CHAI R JOHNSON asked if SEACC is confident of the appeal wth
the 9th Circuit Court of Appeals.

MR. CADMUS replied that SEACC is confident that the appeal is
right.

CO CHAI R JOHNSON asked why SEACC is opposing the case going to
the U S. Suprene Court.

MR. CADMUS rem nded Co-Chair Johnson that it is the Coeur Al aska
decision for appeal to the U S. Suprenme Court. He pointed out
that SEACC wants to ensure the tailings facility neets the | aw

CO- CHAI R JOHNSON r epeat ed hi s questi on.

MR. CADMJS reiterated that it is Coeur Alaska' s decision to
appeal. He offered his belief that the best option is for Coeur
Al aska to redesign the tailings facility so that it is legal and
protects clean water.

1:31:10 PM
CO CHAIR GATTO asked what is neant by the statenment that "it
doesn't benefit the state or the country if we don't do it

right."

MR. CADMJUS observed that no mine has been allowed to use a | ake
as a tailings disposal system in 30 years, and that this

decision could set a precedent. He offered his belief that
cutting corners at the Kensington Mne will not do the nation
any good.

1:31:47 PM

CO CHAI R GATTO asked for a clarification of "right."
MR. CADMJUS agreed that this is a difficult definition. He

pointed out that SEACC does not oppose the 1997 dry stack
tailings proposal. He declared that if a mne is legal, is
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neeting the Clean Water Act, and is protecting the resources to
t he maxi num extent possible, then that is considered "right."

CO CHAI R GATTO asked for an explanation of why the current plan
will not neet the C ean Water Act.

MR. CADMUS explained that since the passage of the Cean Water
Act in 1972, mnes have not been allowed to dunp untreated waste
water or tailings into | akes. He directed attention to the
Environnental Protection Agency standards passed in 1982 that
address mnes exactly |ike Kensington. These specific standards
are set because alternatives exist to using |akes as tailings
di sposal systens. He suggested that dry stacks tailings is an
alternative.

1: 33: 32 PM

CO-CHAIR GATTO asked if the U S. District Court is aware of
t hi s.

MR. CADMUS stated that he is unsure, but that is why SEACC is
appeal i ng the deci sion.

1: 33: 51 PM

REPRESENTATI VE GUTTENBERG asked if the US. Arny Corps of
Engi neers (USACE) responded to SEACC after the initial inquiry
into the legality of dunping tailings into Lower Slate Lake.

MR. CADMJUS responded that he wll need to research the
correspondence. He offered that the initial SEACC statenent of
concern for legality of the tailings disposal into Lower Slate
Lake was nmade during the USFS scopi ng process.

1: 34: 46 PM

REPRESENTATI VE GUTTENBERG asked if both the Geens Creek and
Pogo Mne tailings disposal processes adhere to the Clean Water
Act .

MR. CADMUS explained that the dry stack process at both G eens
Creek and Pogo mnes takes the tailings, squeezes the water from
the tailings, recycles the water for use in the nmne, and stacks
the tailings in a land fill. The proposed Kensington process
will dunp the tailings into Lower Sl ate Lake, allow the sedinent
to settle, and treat the |ake water before it can leave the
| ake. He nentioned that the dry stack process is nore
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expensive, and he offered his belief that the extra cost is one
of the reasons that Kensington changed the tailings disposal
pl an.

1: 36: 07 PM

REPRESENTATI VE GUTTENBERG asked why the 9th GCircuit Court of
Appeal s is reversing the Record of Decision.

MR. CADMUS recounted that the court specifically told SEACC t hat
the USACE violated the Cean Water Act by issuing Coeur Al aska a
permt to dunp the mne tailings into the | ake.

REPRESENTATI VE GUTTENBERG posed that the U S. Dstrict Court
does not believe this is a violation.

MR. CADMUS agr eed.
1: 37: 09 PM

REPRESENTATIVE WLSON offered her belief that testinony in
another conmttee indicated that Coeur Al aska revised their
di sposal plan because of initial opposition to the dry stack
tailings by environnentalists.

MR. CADMJS responded that there was never any active opposition
to the 1997 proposal for dry stack tailings. He expl ai ned that
SEACC did not actively support the mne project as they believed
that there was not a conplete USFS analysis for the cumrulative
effects of the mne, the proposed Juneau Access Road, a proposed
hydroelectric facility near the Lace R ver, and the ferry
traffic to the m ne.

1: 39: 08 PM

REPRESENTATI VE W LSON expressed her belief that Lower Slate Lake
has al nbost no use and will be self contained, and asked if SEACC
is nost concerned for the precedent.

MR. CADMUS allowed that a najor concern for SEACC is that this
decision will set a precedent. He noted that 40 percent of the
stream reaches from headwaters in the Wstern U S. are polluted
by mne waste, and he declared that mines dunping their tailings
into a |ake does put clean water at risk. He added that the
Kensington plans for restoration of Lower Slate Lake are
i nconcl usi ve.
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1: 40: 52 PM

REPRESENTATIVE WLSON said that sonme people wll support the
plan and others will oppose it.

MR. CADMUS agr eed.

REPRESENTATI VE W LSON asked for an update on m ne problens since
the mning quality standards have been inproved.

MR. CADMUS identified a recent report by Janmes Kuipers and Ann
Maest, "Conparison of Predicted and Actual Water Quality at
Hardrock M nes: the reliability of predictions in Environnmental
| npact Statenents", that anal yzes every permtted m ne since the

Environnental Inpact Statenment (EIS) process was initiated 25
years ago. This study determnes that while 100 percent of
these mnes predicted attainment of water quality standards,
only 24 percent actually achieved these standards. He offered

to send the executive summary of this report to the conmttee.
1:42: 34 PM
REPRESENTATI VE W LSON asked if SEACC i s doi ng anyt hi ng.

MR. CADMUS replied that this history is the reason for the SEACC
i nvol venent with the Kensington process.

REPRESENTATI VE W LSON asked if SEACC can be involved in other
| ocati ons.

MR. CADMUS expl ained that SEACC is a small organization based in
Sout heast Al aska, but that many agencies are working to clean up
t hese m ning problens.

1:43:19 PM

CO CHAI R GATTO asked the depth of Lower Slate Lake.

MR. CADMUS replied that he is not sure.

CO CHAIR GATTO posed that if Lower Slate Lake were nerely a dry
depression, would the disposal process then be considered dry
st acki ng.

MR. CADMJUS responded that wthout a pond this would be dry

st acki ng. He allowed that a dam around a dry basin that
contains slurry is not a violation of the C ean Water Act.
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1:44:02 PM
CO CHAI R GATTO asked to clarify that dry stacking is not slurry.

MR. CADMUS replied that the dry stack process renbves about 70
percent of the water, and stacks the remai ni ng concentrate.

CO- CHAI R GATTO asked what is done with the contam nated wat er

MR. CADMUS stated that the water is recycled for other mne
uses, or it is treated to neet water quality standards. He
confirmed that the water released from Lower Slate Lake will
have to be treated, as it will not neet water quality standards.

1: 45: 02 PM

COCHAIR GATTO asked how to treat water wth heavy neta
cont am nation

MR. CADMUS expl ai ned that there are nethods, such as filters and
reverse osnosis, though he is unsure which nmethod Kensington has
pr oposed.

CO CHAIR GATTO commented that reverse osnosis would be very
expensi ve.

MR. CADMUS agreed, and stated that he is not famliar with the
processes.

1: 45: 38 PM

COCHAIR GATTO asked if water treatnent wll make water
acceptable for fish.

MR. CADMUS offered his belief that the technol ogy does exist.

CO- CHAIR GATTO posed that when the Record of Decision was
pronounced, SEACC endorsed pursuit of an objection.

MR. CADMUS asked to clarify which Record of Decision

CO- CHAIR GATTO replied that he neant the decision of the U S.
District Court.

MR. CADMUS recounted that SEACC filed an appeal inmediately
after the ruling.
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CO CHAI R GATTO commented that this is a legal right.

MR. CADMUS agr eed.

CO CHAI R GATTO asked if SEACC objects to a Coeur Al aska appeal .
MR. CADMUS agreed that Coeur Al aska does have that |egal right.
CO CHAI R GATTO asked if M. Cadnus supports that right.

MR. CADMUS enphasi zed t hat SEACC supports that right.

1:46: 47 PM

REPRESENTATI VE EDGVON | anmented that this discussion had not
transpired earlier in the session because of the nmagnitude of
t he underlying issues. He nentioned that the Pebble Mne issue
i n Sout hwest Al aska is approaching and there is concern with the
precedent that wll be set. He allowed that water quality,
fisheries, economc benefits, and jobs are all issues that need
to be discussed. He asked what attenpts at nedi ati on SEACC has
been invol ved in.

MR. CADMUS enphasi zed that SEACC is willing to be engaged in the
planning for an alternative to this tailings disposal process.
He reported that SEACC has twice negotiated with Coeur Al aska,
and neither tine was a settlenent reached. He noted that this
appeal will delay the project and that will affect the jobs at
Kensington. He pointed out that nore than half the current work
force is tenporary, construction related, and that a dry stack
tailings disposal process will create nore pernmanent | obs. He
directed attention to the delay of jobs caused by Kensington
when the 1997 plan was al tered.

1:51:12 PM

REPRESENTATI VE GUTTENBERG conmented that the definition for the
di sposal of tailings is key to the Court's decision. He asked
what the U S. District Court used as a definition that rmakes
this decision inconsistent wth other decisions regarding
"waters of the United States.™

MR. CADMUS agreed that a definition to the "waters of the United
States" is central to this case. He briefed that the Kensington
is the first mne since passage of the C ean Water Act that has
been permtted to dunp its tailings into "waters of the United
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States." He stated that there is no dispute that Lower Slate

Lake is "waters of the United States.” He explained that the
USACE granted a permt for fill material to be dunped into Lower
Slate Lake; however, these tailings are not fill naterial as

defined by the EPA in 1982.
1:53:45 PM

REPRESENTATI VE ROSES asked for an exanple of a mne in Southeast
Al aska that is "doing it right."

MR. CADMUS said that SEACC has not opposed the Geens OCreek
M ne, although he would not say they are "doing it conpletely
right" as they have had an occurrence of acid m ne drai nage.

1: 55: 02 PM
CO CHAI R JOHNSON asked whi ch m nes SEACC has opposed.

MR. CADMUS clarified that SEACC is filing a lawsuit against the
Kensi ngton Mne tailings storage facility, not against the mne
itself.

1: 55: 39 PM

CO CHAIR GATTO expressed his belief that the Pebble Mne is
applying for a permt to fill Frying Pan Lake, and he opined
that the simlarity to Kensington would trigger opposition from
SEACC.

MR. CADMUS stated that SEACC is opposed to using |akes as mne
wast e dunps.

1: 56: 18 PM

REPRESENTATI VE W LSON asked if SEACC will take a position on the
Pebble Mne, as it is not in Southeast Al aska.

MR. CADMUS clarified that SEACC is actively dealing with the
issues in Southeast Alaska, but SEACC is still opposed to
dunping tailings into a | ake.

REPRESENTATI VE W LSON opi ned that SEACC will oppose the Pebble
M ne.
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MR. CADMUS expressed that the Pebble Mne project is still far
in the future, and he reiterated that SEACC is actively working
primarily in Southeast Al aska.

1:57:21 PM
CO CHAI R GATTO cl osed public testinony.

REPRESENTATI VE SEATON asked M. Fogels if he agrees that the
Clean Water Act does not allow discharge of mne tailings into
fresh water bodies.

MR. FOCELS replied that he does not believe that a permt for
tailings discharge into fresh water has been approved since the
Clean Water Act was enacted. He offered his belief that permts
have been issued to discharge into wetlands and other waters of
the United States.

1: 58: 50 PM

REPRESENTATI VE SEATON asked if the Geens Creek and Pogo M nes
use the dry stack tailings disposal.

MR. FOGELS responded that they do.

REPRESENTATI VE SEATON asked what the Fort Knox M ne disposal
nmet hod is.

MR. FOCGELS responded that Fort Knox wuses a wet tailings
di scharge process. He explained that Fort Knox has built a dam
across the Fish Creek Valley and they pipe the wet tailings into
t he vall ey.

REPRESENTATI VE SEATON assessed that this is a wet tailings
di sposal in an artificially constructed | ake.

MR. FOGELS all owed that there were wetl ands, streans, and waters
of the United States, but not a | ake.

2:00: 29 PM

CO CHAI R GATTO posed that the subsequent punping of flood waters
after Hurricane Katrina is a violation of the dean Water Act.

MR. FOCGELS replied that he did not know the answer, and offered

his belief that there was probably not an Environmental | npact
Statenment done prior to the punping.
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CO- CHAIR GATTO opined that it is possible to get exceptions to
the rule, and asked if there is any issue in Al aska that would
allow violation of the Cean Water Act.

MR, FOGELS allowed that he did not know if there is any
energency provision to the C ean Water Act.

2:02: 09 PM

REPRESENTATI VE GUTTENBERG related a story of flooding in his
district and allowed that the rescue response may not have been
| egal .

REPRESENTATI VE ROSES asked why the USACE and the EPA issued
permts if this is a violation of the C ean Water Act.

MR. FOCELS stated that all the agencies determined that the
proposal is in conpliance with the Cean Water Act, and that
they do not agree with either the SEACC challenge or the 9th
Circuit Court of Appeals ruling.

2:04:26 PM

REPRESENTATI VE ROSES asked if there is a provision in the
permtting process outlining that filtration of the tailings
water will be prior to entering or prior to exiting the |ake.

MR. FOGELS reported that the analysis shows that the water
quality in the lake at closure wll neet water quality
st andar ds. He declared that all the water that is leaving the
| ake system over the dam will neet clean water standards and
that Coeur Alaska is proposing a water treatnent plant at the
dam to ensure conpliance with the Cean Water Act. He stated
that the analysis indicates that the post-mning |ake will be as
or nore productive than prior to mning.

2: 05: 43 PM

REPRESENTATI VE ROSES asked if there is concern that the dunping
into the lake will Ileach into the water sources beneath the
| ake.

MR. FOGELS said that is not a concern. He explained that the
nodels show that the flotation agents in the tailings are
relatively benign and wll biodegrade, and that no polluted
water wll leave the |ake. He stated that there is sone
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guestion about toxicity of the tailings, but Coeur Al aska is
proposing to place an organic cap on the surface of the tailings
if nothing will grow on the tailings. He noted that all of the
agencies feel that this is adequate to ensure successful
recl amation of the | ake.

2:07:05 PM

REPRESENTATI VE ROSES posed that the floating chemcals and the
toxicity will biodegrade with exposure to the sun and the air.

MR. FOGELS expressed his belief that this is the process, and
that it was shown to all the agencies that the water quality in
the lake wll neet clean water standards at cl osure.

REPRESENTATI VE ROSES asked what the outcone is for the liquid
separated during the dry stack process and re-used in the m ne.

MR. FOCGELS replied that he does not know the answer. He offered
his belief that the water is punped back into the mll and
reused, but that the environmental inpact of that water is not
eval uat ed.

2:08: 36 PM

REPRESENTATI VE ROSES asked why Coeur Alaska changed the plan
from a dry stacking process, and why they now have to reapply
and resubmt for these permts.

MR. FOGELS expressed his belief that wet disposal is nuch nore
econom cal, and that dry stack tailings disposal wll nake the
proj ect uneconomi cal .

REPRESENTATI VE GUTTENBERG asked to what judicial |level this
deci sion has been upheld before, and if the 9th Circuit Court of
Appeal s has ever heard and ruled on this type of case.

MR. FOGELS expressed his belief that this is the first tine
either the U S. District Court or the 9th Crcuit Court of
Appeal s has heard this type of case.

2:12:09 PM
REPRESENTATI VE SEATON opi ned that he supports the portion of the
resolution telling Coeur Alaska to pursue all |legal options

however, he does not agree with the sections stating that the
9th Crcuit Court of Appeals does not know what they are doing.
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He said that he would like to hear a final determ nation of the
status of federal law in this situation

REPRESENTATI VE EDGVON affirmed that these issues are conplicated
and it is valuable to bring all the parties to the discussion.
He asked where a representative for Coeur Al aska is.

CO CHAIR JOHNSON responded that Coeur Alaska is in a |egal
proceedi ng and opted not to testify, so they asked Steve Borell,
Al aska M ners Association, to represent the mning interests.

2:14:23 PM

REPRESENTATI VE EDGVON asked what the future of the Al aska m ning
industry is, if the U S. Suprene Court upholds this decision.

MR. FOGELS pointed out that every mne permt in Alaska is for
tailings disposal in wetlands, so the 9th Circuit Court of
Appeals final decision has far reaching ramfications for
Al aska.

REPRESENTATI VE EDGVON comrented that the court decision has both
federal and state significance.

MR. FOGELS agr eed.
2:16: 00 PM

REPRESENTATI VE W LSON observed that the conmttee is concerned
about the environment and wants to ensure that Alaska is
preserved in every possible way, but this is not an easy
deci sion. She said:

"We all care about the state and we all want to make
sure that things are safe, but we also have to realize
that we do have resources in the state, that's the
only thing we have, only thing we have in the state
and the people of the state have nmade it very obvious
that they don't want to have to pay for anything.
They would rather that the state uses the resources so
that they could live here and not have to fork over
lots of noney, so it's a very hard decision for
| egi slators. "

2:17: 22 PM

REPRESENTATI VE SEATON noved to adopt Amendnent 1, as follows:

HOUSE RES COW TTEE -21- April 30, 2007



Page 2, line 9, delete the word "and"
Page 2, delete lines 10-12

CO- CHAI R JOHNSON obj ect ed. He offered his belief that "having
64 of 75 cases overturned once they get to the Suprene Court is
a pretty good statenment as to how successful they've been at
l[itigating in these types of issues.” He expressed his belief
that the |language in the resolution is "barely strong enough."”

REPRESENTATI VE GUTTENBERG poi nted out that success with the 9th
Circuit Court of Appeals requires a conversation, not an
i nfl ammat ory attack. He enphasized that the State of Alaska is
asking the court for perm ssion to devel op.

2:19: 24 PM

CO- CHAI R JOHNSON decl ared that this resolution is not to the 9th
Crcuit Court of Appeals and that it would be inappropriate to
send the court a resolution on a pending case. He said that
this resolution encourages Coeur Alaska to pursue all |egal
options, and that it is sent to various nenbers of the U S
Congress and the U. S. Suprene Court.

CO- CHAIR GATTO pointed out that page 2, line 25, nentions the
Chi ef Judge of the 9th GCircuit Court of Appeals as a recipient
of the resol ution.

CO- CHAIR JOHNSON nmintained that the Chief Judge can be a
reci pi ent because she is the overseei ng person of that body.

2:20:13 PM

CO CHAI R JOHNSON enphasi zed that he does not want to renove the
Chi ef Judge as he believes she needs to know. He stated that
"quite honestly, | wouldn't have introduced it if I didn't think
it was good the way it is."

REPRESENTATI VE W LSON agreed that this resolution needs to be
respectful, and she offered her support of Amendnent 1.

CO CHAI R JOHNSON renoved his objection
There being no objection, Amendnent 1 was adopt ed.

2:21:40 PM
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REPRESENTATI VE SEATON noved to adopt Anmendnent 2, as foll ows:

Page 2, line 17:
Delete "; and be it"

Page 2, line 17:
After "resources" add "."

Page 2, lines 18-21:
Delete all materi al

2:22:11 PM

REPRESENTATI VE GUTTENBERG objected and noved to adopt
anendnent to Amendnent 2, to now i ncl ude:

Page 1, lines 4-7:
After "resources" delete all material

Page 1, line 4:
After "resources" add "."

2:23:14 PM

REPRESENTATI VE ROSES said that he supports the anendnent
Amendrent 2.

an

to

There being no objection, the anendnent to Anmendnent 2 was

adopt ed.

REPRESENTATI VE GUTTENBERG r enoved his objection to Arendnent 2.
There being no objection, Arendnent 2, as anended, was adopt ed.
2:24:09 PM

REPRESENTATI VE SEATON noved to adopt Anmendnent 3, as foll ows:

Page 1, Line 22:
After "sent" insert "by electronic transm ssion"

There being no objection, Arendnent 3 was adopt ed.
2:25:09 PM

REPRESENTATI VE SEATON noved to adopt Anmendnent 4, as foll ows:
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Page 2, line 26 - Page 3, line 22:
After "Crcuit;" delete all material through and
i ncl udi ng "Del egation;"

COCHAIR GATTO asked if Representative Seaton wants the
Honorable Mary M Schroeder to remain as a recipient of the
resol ution.

REPRESENTATI VE SEATON replied that he does.
There being no objection, Amendnent 4 was adopt ed.
2:27: 24 PM

REPRESENTATI VE KAWASAKI conmented that the testinony indicates a
desire to work toward resolution through nediation. He offered
his belief that it is bad advice for a resolution to send a
nmessage to Coeur Alaska inviting lawsuits involving the Suprene
Court.

CO- CHAI R JOHNSON stated that nediation is a | egal option

REPRESENTATI VE ROSES asked if Coeur Al aska should be a recipient
of the resol ution.

CO- CHAIR JOHNSON noved to adopt Conceptual Amendnent 5 that
woul d i ncl ude Coeur Al aska to be a recipient of the resolution.

There bei ng no objection, Amendrment 5 was adopt ed.
2:29:29 PM

CO- CHAIR JOHNSON moved to report HIR 17, as anended, out of
commttee with individual recomendations and the acconpanying
zero fiscal notes.

REPRESENTATI VE GUTTENBERG obj ect ed. He expressed his belief
that the state mght not |ike the decisions handed down by the
9th GCrcuit Court of Appeals and the Suprenme Court, and that the
CBJ resolution in the nenbers' packets is far nore acceptable as

it allows the state to nediate a solution. He offered two
exanples of the dialogue process that settled the contentious
issues for both the Pogo Mne and the Fort Knox M ne. He

allowed that an agreeable settlenent is reached far nore quickly
t hrough di al ogue than through litigation.
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REPRESENTATI VE  SEATON established his bel i ef t hat this
resolution is clarifying a request for the solution to a
definition of federal |[|aw The resolution is now directed to
t he people who are actually working on the Kensington M ne.

CO- CHAIR JOHNSON declared his desire to show support for the
Kensi ngton M ne. He enphasized that the 9th CGrcuit Court of
Appeals is overturning the state and federal process, and that
Coeur Al aska shoul d pursue the | egal options.

REPRESENTATI VE GUTTENBERG wi t hdrew hi s obj ecti on.
2:34:54 PM

REPRESENTATI VE ROSES objected, explaining that as a nediator,
the goal is for both parties to conme to an agreenent. He
declared that he does not see a comon ground for conprom se.
He renoved his objection and said that he supports the
resol ution.

CO CHAI R GATTO announced that there being no further objection,
CSHIR 17(RES) was noved out of conmttee.

SB 109-O L & GAS CONSERVATI ON COWM SSI ON

2:37:02 PM

CO CHAI R GATTO announced that the next order of business would
be CS FOR SENATE BILL NO 109(RES), "An Act relating to the
regulation and permtting of drilling and other operations by
the Alaska Ol and Gas Conservation Commssion, to civil
penalties assessed by the conmission, to reconsideration and
appeal of deci si ons and the allocation of costs in
investigations and hearings before the <conmmssion, and to
information filed with and fees of the comm ssion; and providing
for an effective date.”

2:37:29 PM

CHERYL SUTTON, Staff to Representative Ralph Sanuels, Al aska
State Legislature, expl ai ned that Representative  Sanuels
i ntroduced SB 109 and the conpanion bill, HB 183, at the request

of the Alaska G| and Gas Conservation Conm ssion (AOGCC). The
AOGCC requested this legislation to update and inprove the
governing statute, Title XXXI. She stated that HB 183 is
exactly the sane as CSSB 109(RES) and this sanme version passed
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wi t hout objection from the House Special Comrittee on Gl and
Gas. She deferred to John Norman for any further questions.

2:38:33 PM

JOHN NORMAN, Chair, Alaska Gl and Gas Conservation Conmm ssion
(AOGCC), stated that SB 109 is a conprehensive update of the
Alaska Ol and Gas Conservation Act, first adopted by the
Territorial Legislature in 1955. He stated that Section 1 of SB
109 renoves from the Act outdated territorial provisions
relating to appeals of decisions by the Comm ssion from other
agenci es.

2:41: 03 PM

MR. NORMAN explained that Section 3 adds public health and
safety to the AOGCC area of oversight. This is consistent with
what the commission is already doing and follows the
recomrendati ons from the Declaration of Purpose of the Mdel Gl
and Gas Conservation Act. He said Section 3 also clarifies the
AOGCC authority to regulate natural gas storage. He expl ai ned

that South Central Alaska has seasonal variations of demand for
gas and has a need to identify reservoirs and inject gas into
the ground to store for peak demand. He added that all the bill
provi sions have a zero fiscal note, and that the bill allows the
law to conformto the industry devel opnents and standards.

2:42: 53 PM

MR. NORMAN explained that Section 7 proposes to retain the two
year period of confidentiality only for exploratory wells and
stratigraphic test wells, not on the devel opnent of routine oi
and gas well drilling.

MR. NORMAN presented that Section 5 nodifies that the coal bed
nmet hane water testing programis required only when a well goes
into production, not during exploratory production testing which
poses no threat to water quality.

There was a brief discussion conparing the definitions of
"assure" and "ensure".

2:46: 28 PM
MR. NORMAN noted that Section 4 increases the civil penalties

assessed by the conmmission to be no nore than $100,000 for the
initial violation and no nore than $10,000 per day for each
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subsequent day of violation. He inforned the conmttee that the
civil penalty for wasting gas is increasing to tw tines the
fair market val ue.

CO- CHAIR GATTO asked if flaring is considered wasting gas.

MR. NORMAN responded that there is always sone flaring for
safety.

2:48:49 PM

CO- CHAIR GATTO allowed that there is no penalty for flaring to
protect us, but there is a difference with flaring to get rid of
gas.

VR. NOCRVAN said that this is already addressed in the
| egislation and that it is further nonitored by the comm ssion

He pointed out that there are nonthly accounting reports of gas
di sposition. He continued, explaining that Section 12 del etes
the $100 fee for a permt to drill as the fees are nore
efficiently collected through the regulatory cost charge. He
noted that the bill makes a nunber of housekeeping and wording
changes and that the AOGCC supports the bill.

CO-CHAIR GATTO asked if M. Norman is a conm ssioner of the
AOGCC.

MR. NORMAN replied that he is the chairman of the conmm ssion.
2:51:46 PM

REPRESENTATI VE W LSON asked how it is ascertained that a conpany
is flaring too much

MR. NORMAN explained that the comm ssion receives nonthly gas
di sposition reports, and that the reports nust exactly track the
gas. He noted that the comm ssion also has inspectors in the
field, both in Cook Inlet and the North Sl ope.

CO-CHAIR GATTO asked how often there is blatant incorrect
reporting.

MR. NORMAN stated that a few tines a year there is incorrect
reporting, but that overall there is a very high level of
conpl i ance.

2:54: 03 PM
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REPRESENTATI VE W LSON asked about the cost of tine charge
addressed in Section 11.

MR. NORMAN identified that the need to charge arose during a
very lengthy investigation of falsification by an operator's
enpl oyee. The investigation required many hours of engineers’
time so this wll allow the Comm ssion to assess and recover
t hese costs fromthe operator.

REPRESENTATI VE W LSON asked what the hourly charge will be.

MR. NORMAN replied that he did not have the rate, but it will be
cal cul ated based on the staff nenber used. He allowed that it
will be infrequently used, but it is an enforcenent tool to
ensure the violator bears the responsibility.

2:56:29 PM

REPRESENTATI VE ROSES asked to clarify that gas flaring is for
safety.

MR. NORVAN explained that gas cones up wth oil and that
al though safety flaring can be for several reasons, it nost
commonly helps to avoid fires or explosions caused by a sudden
abundance of gas.

REPRESENTATI VE ROSES asked if a system to deliver the gas
directly to a pipeline elimnates the necessity for the flare.

MR. NORMAN replied that sone flare m ght be necessary dependi ng
on how the gas is handl ed. He explained that flaring is not
allowed to sinply burn off the gas.

2:59: 23 PM

REPRESENTATI VE ROSES posed that should a pipeline be available
for a conpany to put gas into and they are still flaring, is
this considered a waste of gas by not delivering it.

MR. NORMVAN presented that flaring for safety or for fuel is
perm ssi bl e. He reported that the burden is on the operator to
denonstrate why they are not putting it into the pipeline.
REPRESENTATI VE ROSES asked about re-injection.

MR. NORMAN replied that reinjection is not wasting gas.
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3:01: 15 PM
CO CHAI R GATTO turned the gavel over to CO CHAI R JOHNSON.

REPRESENTATI VE GUTTENBERG asked about the conmm ssion sentinent
for having extended authority to determ ne gas takeoffs.

MR. NORMAN noted that the comm ssion is an independent, quasi-
judicial body. He allowed that the comm ssion does not set
of ftake rates unless an operator requests it. For this legally
structured process, the comm ssion receives an application,
publishes it, and takes public testinony. He said that gas
sales from Prudhoe Bay have been discussed for the past 30
years. The conmmi ssion has not tried to update the offtake rate
of 2.9 billion cubic feet (bcf) per day. He allowed that the
comm ssion has done the research and is ready with a new rate,
but they would be short circuiting the | egal process.

3: 05: 26 PM

REPRESENTATI VE GUTTENBERG allowed that the House Resources
Standing Comrittee is trying to wite a bill to induce a conpany
to enter the bidding.

REPRESENTATI VE SEATON asked if Section 2, subparagraph (B)
requires that information be filed nore quickly.

MR. NORMVAN replied that the request for information in 90 days
is arealistic anount of tine to receive the information

3:08: 20 PM

REPRESENTATI VE SEATON asked for a definition of "conpletion" and
asked for clarification that Section 2 (B) wll provide nore
information than is currently required.

MR. NORMAN defined "conpletion®™ as bringing it into production
He informed that Section 2 identifies in nore detail the types
of information and specifies the response period is 30 days for
reports, and 90 days for |o0gs. He said that this section does
not provide any nore information than was received previously.
3:10: 34 PM

CO- CHAI R JOHNSON opened up public testinony.
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KARA MORI ARTY, External Affairs Manager, Alaska Ol and GGas
Associ ation, said that the AOGCC has answered the AOGA questions
and that AOGA supports the current bill version.

CO CHAI R JOHNSON cl osed public testinony.
3:12: 34 PM

REPRESENTATI VE SEATON asked if the reference in Section 4
applies to the new horizontal drilling technol ogy.

MR NORMAN said that Section 4 Kkeeps pace wth the new
technology including the ability to have multiple conpletions
W thin one well.

3:13: 30 PM

REPRESENTATI VE SEATON noved to report CSSB 109(RES) out of
conmmttee with individual recomendations and the acconpanying
zero fiscal notes. There being no objection, CSSB 109( RES) was
reported out of the House Resources Standing Conmittee.

ADJ OURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:14 p.m
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