HOUSE FI NANCE COVWM TTEE
June 28, 2011
9:10 a. m

9:10: 24 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 9:10 a. m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representative Ma Costello
Representati ve Bryce Edgnon
Representative Les Gara

Represent ati ve Reggi e Joul e
Representative Mark Neuman
Representative Tanm e WI son
Representati ve M ke Hawker (Alternate)

VEMBERS ABSENT

Representati ve Anna Faircl ough, Vice-Chair
Representati ve M ke Doogan
Representative David Cuttenberg

ALSO PRESENT

John J. Burns, Attorney Ceneral, Departnent of Law, Larry
Harti g, Comm ssi oner, Depar t ment of Envi r onnment al
Conservation; Mchelle Ridgeway, Marine Ecol ogist, Juneau,
Marilyn Crockett, Executive Director, Alaska Gl and Gas
Associ ation; Representative Al an Austernman; Representative
M ke Chenault; Representative Berta Gardner; Representative
Car | Gatto; Representative Bob Herron; Representati ve
Li ndsey Hol nes; Representati ve Craig Johnson;
Representative Beth Kerttula; Representative Cathy Minoz;
Representative Dan Saddler; Representative Paul Seaton;
Representative Steve Thonpson; Representative Chris Tuck;
Represent ati ve Peggy W/ son.

PRESENT VI A TELECONFERENCE
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Alice Ruby, Chair, Bristol Bay Coastal Resource Service
Area Board, and Myor, Gty of D llingham Frank Kelty,
Chair, Aleutian Wst Coastal Resource Area; Marv Snith,
Manager , Bri st ol Bay Borough; Rebecca Logan, Ceneral
Manager, Al aska Support Industry Alliance; Bill Jeffress,
Al aska M ners Associ ation; Celeste Novak, Director, Bristol
Bay Coastal Resource Service Area Program Gary Hickling,
Al askan Resident; Art Allen, Al askan Resident; Kelley
Wal ters, Al askan Resident.

SUMVARY

CSSB 45( CRA) am
COASTAL MANAGEMENT PROGRAM

CSSB 45(CRA) am was REPORTED out of commttee with
a "do not pass" recommendation, two new fiscal
i npact notes by the Departnent of Environnental
Conservation, and one new fiscal inpact note by
t he Departnent of Natural Resources.

#sb45
CS FOR SENATE BILL NO 45(CRA) am

"An Act extending the termination date of the Al aska
coast al managenment program and relating to the
extension; relating to the review of activities and
regul ations of the Al aska coastal managenent program
establishing the Al aska Coastal Policy Board; relating
to the devel opnent, review, and approval of district
coastal managenent plans; relating to the duties of
the Departnment of Natural Resources relating to the
Al aska coastal nmanagenment program relating to the
revi ew of certain consi st ency det erm nati ons;
providing for an effective date by anending the
effective date of secs. 1 - 13 and 18, ch. 31, SLA
2005; and providing for an effective date.™

9:12: 50 AM

JOHAN J. BURNS, ATTORNEY GENERAL, DEPARTMENT OF LAW
reviewed history of the legislation. He recalled that he
had been before the House Finance Commttee several nonths
prior during the regular legislative session to discuss an
earlier version of the bill, HB 106. The conmttee had
reported HB 106 out and the House had approved it with a 40
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to 0 vote. House Bill 106 was then transmitted to the
Senate. He recalled that the regular session had started
with tw conpeting bills; one was offered by the
adm nistration for a sinple six-year extension, and another
was offered by a legislator for a sinple one-year
extension. Over the course of the legislative session, it
becanme evident that nenbers of the l|egislature wanted an
extensive discussion to explore a re-wite of the
| egi sl ati on.

Co-Chair Stoltze asked whether the anended bill was still a
governor's bill.

Attorney Ceneral Burns responded "not in the current form"
He continued that there had been a desire to discuss
nodi fications to the Al aska Coastal Mnagenent Program
(ACMP). He reported that Comm ssioners Larry Hartig, Dan
Sullivan, and Cora Canpbell had been involved in the
extensive discussion, along wth other industry, rural
community, tribal, and | egislative stakehol ders.

Attorney General Burns detailed that the discussions were
prem sed on four pri nci pal caveats: stability and
predictability, consi stent standards, meani ngf ul | ocal
input, and no local veto. He stressed that hundreds of
hours were spent by all stakeholders working on HB 106,
whi ch, when it passed, reflected a fine balance of all the
interests involved. He highlighted that people like North
Sl ope Borough Mayor Edward Itta did not object to the bill,
whi ch anmounted to tacit support for HB 106 as it was. The
bill passed through the House to the Senate, but nothing
happened during regular session or the ensuing special
session, even though ACWMP had been recognized by the
governor as a substantive item that needed to be addressed
in the special session imediately following the regular
sessi on.

9:17:55 AM

Attorney GCeneral Burns added that there had again been
extensive discussions, and noted that Representatives Joul e
and Hawker and others had attenpted to address a neani ngful
fix for the legislation. However, he felt frustrated that
the "goal posts continued to be noved" during each step of
the process on the Senate side. In the end, no bill was
passed before the special session ended.
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Attorney General Burns pointed out that wthout the
avai lability of appropriations or statutory authority to
operate the program beyond June 30, ACWMP had to be wound
down. The program had stopped taking applications as of
June 9 because there was no physical way for the
applications to be processed before the sunset date. He
enphasi zed that the approval process typically took 21
days, which was the basis for choosing the June 9 date. In
addition, the enployees of the program had begun to | ook
for work el sewhere. The program had gone from 33 positions
to 5; none of the remmining enployees were policy-Ievel
positions with the ability to ranp the program back up. He
noted that ACWMP required specialized expertise, not sinply
in the diverse coastal prograns of the wvarious 33
communities involved; famliarity wth the permtting
procedures of both state and federal agencies was also
required.

Attorney GCeneral Burns stressed that the functional reality
was that ACMP was "decimated" and that there was physically
no ability with existing personnel to neaningfully process
consi stency revi ew applications.

9:21:21 AM

Co- Chair Thomas asked where the pernmits went in the absence
of ACMP personnel .

Attorney Ceneral Burns responded that the ACMP was invol ved
in a consistency review process. An application was
reviewed to nmake certain that the applicant had obtained

all of the permts and net the various requirenents of
vari ous coastal districts. He stressed that the state and
federal permt requirenments still had to be met, regardl ess

of the ACMP. In addition, various |ocal coastal district
pl ans had to be net.

Attorney General Burns pointed out that the positions that
were no longer filled required trained individuals wth
expertise in the permtting processes. He noted that
di scussions with the Departnent of Natural Resources (DNR)
had revealed that it would take at |east between six nonths
to one year to attract and train qualified personnel to
revanp the program and be able to proceed with permtting.
In the neantinme, applicants would still apply; there were
an average of 100 applications per nonth. The permts would
have to be processed. There would be a continually grow ng

House Fi nance Conmmittee 4 06/28/11 9:10 A M



backlog, with no ability to process the new applications
com ng in.

Attorney General Burns detailed that the current bill
before the commttee had no transition |anguage reflecting
the reality of the situation, including the fact that there
were only five enployees who were not capable of handling
the required process. He enphasized that if SB 45 passed
with an imedi ate effective date, the expectation would be
that ACMP woul d process the permts with nmeani ngful review
However, w thout that ability, the program would not neet
its functional requirenents. He underlined that the process
of ranping the program back up was not a sinple one.

Attorney General Burns outlined l|legal issues that could
arise. Applications had not been submtted since June 9; he
believed permttees had been told not to submt. He pointed
out that there could be legal ramfications if the program
did not sunset and permittees were required to go into the
permt-review process, as projects wuld have been
significantly delayed. There could possibly be lawsuits
related to negligent interference with contract from a
torte perspective, fromwhich the state was sel f-insured.

9: 26: 23 AM

Attorney General Burns continued that there could be the
potential of Ilitigation from third parties because of the
state not neeting statutory obligations under ACWP to
conduct neaningful reviews. He noted that there had been
di scussion about sone kind of transitory process if the
House decided to recognize the reality that the nunber of
applications <could not be processed. For exanple, a
transition process could allow the program to remain in
place and ranp back up and only handle federal permts,
which the state was obligated to do. Elimnating the
requirenent to do state permts would apply to about half
the applications and affect the backl og.

Attorney General Burns pointed to the issue of potential
equal -protection or due-process clains, because sone
applications wuld be evaluated and not others. He stressed
that the nature of the judicial system neant that clains
would be filed. He asked what permttees would do when
clains were filed; they would have to decide whether to
proceed with a project or wait until the litigation was
resolved. An alternative route would be to keep the program
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in place and suspend everything, because the federal permt

reviews were not done as well. There would be a shell of a
program wth no state or federal review, which "certainly"
would result in third-party litigation for not neeting

f ederal standards.

9:31: 35 AM

Attorney GCeneral Burns continued that under constitutiona

requirenents, a bill typically becane effective 90 days
after passage. There could therefore be a 90-day gap if SB
45 passed through and was not passed “"effective
i medi ately" by a two-thirds vote; this would nean the
program would sunset on July 1, and the gap would be
retroactive. There would be no program and questions would
ari se about what would happen to the permt applicants
during the gap. He questioned whether the projects would
proceed w thout the consistency review or whether the state
woul d have the ability to pull the applicants back in,
since it knew the |law would cone back into place. An area
of uncertainty and unpredictability would be created.

Attorney GCeneral Burns argued that a dilemma had been
created in which projects were at risk as well as the
ability to do what the program was supposed to do: give
nmeani ngful analysis to coastal district plans and provide
an avenue by which coastal policies could be evaluated and
applied in the context of industry projects.

At t or ney Gener al Bur ns stated t hat t here woul d
unquestionably be delays. How long the delays would be was
unpredi ctabl e, but he expected that jobs and other economc
opportunities would be | ost.

Attorney GCeneral Burns raised the question of what the
state would lose if the program sunsetted. He did not think
Al aska would lose its voice, as the coastal districts would
still be able to affect federal regulations. He pointed out
that the National Environnental Policy Act (NEPA) process
required consultation, and that every federal regulation
required notice and comunity participation. He did not
think the opportunity for participation was the sane as it
woul d be under ACMP, but he did not feel that all would
opportunity would be lost. He stressed that the result
woul d not be catastrophic; the Departnment of Law (DOL) had
conducted an evaluation in conjunction with DNR about the
| evel s of protection available, and had found that there
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were a nunber of protections. He enphasized that the state
woul d "not lose all"” if ACWMP sunsetted.

Attorney Ceneral Burns added that DOL could not predict the
| egal inplications of passing one or another version of the
bill. He stated that there was no practical ability at the
present tinme for ACMP to perform the functions or neet the
requi renents that would be inposed by SB 45. He referred to
concerns about sonme of the language in the bill that he
t hought coul d be easily addressed.

LARRY HARTIG ~ COW SSI ONER, DEPARTMENT OF ENVI RONMVENTAL
CONSERVATI ON, descri bed what ACMP had done to wind down the
present program and what it would take to ranp the program
up again if it were re-instituted in its present or another
form

9:37: 33 AM

Comm ssioner Hartig infornmed the commttee that he had had
experience putting together other prograns, including the
wast ewat er di scharge perm tting program

Comm ssioner Hartig pointed out that the ACMP sunset date
woul d be mdnight on June 30, 2011, but enployees had to
find other jobs; only five enployees were left, and they
did not have experience building and running prograns. He
reviewed the necessary, practical details of shutting down
the program including vacating the building, shutting off
phones, and clearing furniture. In addition, the annual
$2.5 mllion received from the federal governnent was
shared with coastal districts and sone went to other
agencies that worked on the consistency reviews; the
Department of Environnmental Conservation (DEC) was notified
May 31 that bills had to be paid before the authority to
pay was lost. Local districts had to do the sane.

Comm ssioner Hartig noted that DNR had a June 3 deadline
for submtting its request for the following year's grant
to the federal governnment for funding. The departnent had
not submtted the application; there was sone indication
that the situation would be addressed, but there was stil
uncertainty.

Comm ssioner Hartig continued that people still wanted to

do projects and had been getting applications in for
coastal zone nmanagenent consistency review in case the
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program conti nued. On June 9, applicants had been inforned
that the conpleteness review would not be done. He
described the conpleteness review process, which required
nore than the 21 days stipulated in statute.

9:41: 53 AM

Conmi ssioner Hartig continued that the average nunber of
applications received by the program had been about 100
each nonth. The departnent's best estimte was that it
would take a mninmum of six nonths to get the program
functioning again, which would nmean an additional
accurnul at ed backl og of 600 or 700 applications, in addition
to the applications backed up from June. He pointed out
that there were another 100 or 200 applications that had
al ready been received prior to June that were still in
process.

Comm ssi oner Hartig poi nted out t hat one  of t he
applications anticipated was from Shell, which wanted to
start exploration plans for 2012 for the Beaufort Sea and
Chukchi Sea projects. Shell had anticipated that it would
be ready to submit the 14, 000-page application to ACMP. The
application was bul ky, conplicated, very technical, and had

a history of |litigation and appeals. He stressed that
whoever worked on the application had to do a very good
j ob. In addition, Shel | intended to have another

application for ACWMP review for the Chukchi exploration
pl an; that docunment would also be extensive and require a
hi gh-1 evel review

Comm ssioner Hartig stressed that there would be ngjor
applications on top of an existing and grow ng backl og. He
referred to other possible projects that needed to nove
forward, including for Umat, Cook 1Inlet, Apache, and
Buccaneer, as well as other mneral exploration projects.
He noted that there were often applications for wnter
activities on the North Slope for ice roads and drilling

DNR al so expected l|arge applications for comrunication
proj ect s.

Comm ssioner Hartig described two scenarios related to what
it wuld take the ranp the program back up. Assuning that
the necessary authority and duties remained intact, an
i mredi ate recruitnment effort would be needed for a program
manager. He noted that the program had previously required
33 enployees, but there would be additional duties and
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i ncreased workl oads, as the backlog would require a |ot of
work to process and the new enployees would have to be
trained. He stressed that there was not just one set of
regul ations and processes, but 28 local plans and | ocal
coastal areas, each with its own differences. The |ocal
boards would have to be ranped up. The regul ation package
woul d have to be devel oped; he noted that there would be
three different sets of regulations associated with the new
bill.

Comm ssioner Hartig continued that the application would
have to go to the National GCceanic and Atnospheric
Adm ni stration (NOAA) for approval of the nodifications to
the program and an advisory board would have to be created
and briefed. Funding for the program would have to be
establ i shed, depending on what was happening with the $2.5
mllion in federal noney and the fiscal notes that would be
attached to the bill.

Commi ssi oner Hartig enphasized that recruitnment for
personnel would be difficult for an obviously controversi al
new program with a huge backlog. In addition, there would
be difficulty starting a new program from scratch; | ocal
districts would have to resubmt |ocal plans, which m ght
have to be changed because of changes in the statute.

Comm ssioner Hartig remnded the conmttee that all the
statutes had to be submtted to NOAA for approval. In 20083,
ACVP statutes were submitted with a del ayed effective date,
contingent upon NOAA s approval of the package. The package
of regulations would be needed, wth delayed effective
dates, as well as public hearings before the NOAA
subm ssion. There would have to be a detailed program
description about how the program would be inplenented,
i ncl udi ng gui dance docunent s, managemnent structure,
position descriptions, and a matrix showing the federal
requi renents and how they would be net in the various
proposed el enents of the program

Comm ssioner Hartig enphasized that in 2003, it had taken
two years to do everything required for NOAA approval . For
that period of tine, the program woul d be uncertain.

9:49: 43 AM

Representative Gara summarized his wunderstanding of ACW
and questioned whet her his understandi ng was correct:
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o State law applied to prograns on federal |ands and
wat er s;

 Alaska state law tended to be nore pro-devel opnent
than federal |aw, and

e Under a program (apart from the problens listed in
testinmony), state law would apply on the projects
i nstead of federal |aw.

Attorney Ceneral Burns responded that the stated prem ses
were not correct.

Representative CGara added that a fact had been left out of
his list: under an ACMP program |local district rules on
devel opnent that were consistent with state |aw would apply
instead of federal |aw

Comm ssioner Hartig replied that substantive permtting
requi renments (such as those under the Clean Air Act and the
Clean Water Act) applied regardless of an ACMP program In
addition, state water-quality standards would continue to
apply, as well as air-quality standards set by the state
under federal |aw. Standards set by the federal governnent
under federal |aw would al so apply. He enphasi zed that none
of the standards were superseded by an ACMP or enforceable
policies; those were a layer on top. The perntting
requirenents would be the sane with or wthout ACWP. In
addition, there would be the enforceable policies devel oped
by the applicable local coastal resource district. The
differences that Representative Gara referred to applied
nmore outside of the state's jurisdiction, such as out on
the Quter Continental Shelf (OCS); there, federal standards
woul d apply and not state standards, as there was no state
jurisdiction. For an inproved ACW, federal I|law would
require federal agencies to be consistent wth the
enforceabl e policies adopted under a state plan, which in
Al aska included the | ocal districts.

Representative Gara clarified his question. He wondered
whet her a coastal zone program and |ocal rules consistent
with state |aw on devel opnment would apply to federal |ands
and waters. He wondered whether, for exanple, the state's
oil-spill response plan would apply if the state had a
better response plan than the federal governnment.

Comm ssioner Hartig replied regarding the specific exanple.
Under federal law, Shell had to have a spill-prevention
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contingency plan for work done the OCS, there would be
di fferences between state and federal requirenents. To the
extent that the state requirenments were different through
the ACMP, those requirenents would al so have to be net, and
woul d be inposed through the consistency provisions of
ACWVP

Representative Gara asked about a hypothetical offshore
devel opnent program for which the federal governnment put a

four-mle limt for drilling. He wondered whether the
project would nove forward under ACWP if the state had a
rule allowing drilling outside that limt, or whether the

federal rule would bar the project.

Comm ssioner Hartig replied that state requirenments would
not supersede the federal requirenent; if there was a
federal activity, the project would have to show that there
was nhot hing inconsistent with state requirenents. A federal

requi rement precluding drilling nore than four mles would
still be in place, but a state requirenent that precluded
drilling nmore than three mles would have to be net as
wel | .

9:55: 44 AM

Representative Gara remarked that nost of Attorney Genera
Burns' testinony had been based on the fact that npbst of
the ACMP enployees had left. He noted that discussion with
Representative Kerttula had shown that ACVMP enpl oyees |eft
unwi I lingly and because the program was disappearing, but
many wanted to conme back if a program was reinstated. He
wondered whether a survey had been done to determne
whet her enpl oyees would return. He did not believe it would
be that difficult set up a new office.

Attorney General Burns replied that he had not conducted an
enpl oyee survey. He did not know what the displaced
enpl oyees would do. He reported that discussions wth Randy
Bates, the former ACMP director, had revealed that there
had al ways been issues with changes, and that it would take
a significant anmount of time to ranp back up

Representative Hawker wanted to nmke sure he understood
what Attorney Ceneral Burns had said in commttee
testinony. He had heard that SB 45 proposed changes to the
exi sting ACVP  that woul d be accept abl e to t he
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adm nistration and largely good policy (assumng sone
transition details were worked out).

Attorney General Burns responded that the bill was
significantly different than the bill that the governor
supported (assum ng the | anguage issues could be resolved).
He thought the substance of the bill was one thing, but the
effectiveness of the transition period was anot her issue.

Representative Hawker pointed to the statutory term nation
date of the program and the w nd-down process that had
al ready occurred. He believed the current situation was
that the clock had run out and the w ndow of opportunity
had closed to revive the program w thout harm ng progress
on projects that were al ready underway.

Attorney Ceneral Burns thought Representative Hawker's
assessnent was very fair.

10: 01: 35 AM

Representative Joule noted that part of the history of the
issue had been the administration's reluctance to really
engage prior to the current governor; the "status quo" had
been good enough, and there was no interest in changing the
bill to include the issues of Ilocal involvenent that had
been discussed during the session. He noted that when
deadl i nes approached, he had watched a transformation from
"we can't do this" to "let's roll up our sleeves and go to
work." The result was a product that worked, in spite of
the delicate bal ance. He stressed that when the
adm nistration chose to engage, significant progress was
made. He urged acti on.

Representative Joule pointed out that he had been hearing
from coastal communities that if the coastal nanagenent
program failed, they wanted to bypass the state system and
go directly to the federal governnent. He noted that the
| ocal coastal communities had their own relationships with
the federal governnent, just like the state did. He pointed
to devel opnents that had taken place around the issue of
subsi stence, where the state and people had not been able
to cone to agreenent. People went to the federal
governnent, and the state was wunder a dual nmanagenent
system of ganme resources; there was an entrenchnent on the
issue. He had listened to informal and formal discussions
about the ACMP; he believed that if the program went away,
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it would take from one and one-half to nore than two years
to get the federal government to approve a new program

Representative Joule opined that the state was running the

risk becom ng entrenched on the current issue as well. He
argued that if the people were able to deal wth the
federal governnent, and the federal governnent was wlling

to deal with themdirectly, he did not know where the state
woul d be left when it decided to revisit the issue in the
future.

Representative Joule referred to issues related to
endangered species, critical habitat, and wild |ands, and
the state of Alaska challenging the federal governnment so
that it could clear the way for devel opnent. He understood
that the NEPA process would allow for people to have a
voice, but he did not think that was as strong as due
deference; that would be lost. He thought the state would
have |less power. He did not want to cede to the federal
gover nnent .

10: 07: 08 AM

Representative Joule referred to a visit to Alaska by the
Nati onal COcean Council and the planned coastal and marine
spatial planning. He noted that Al aska would have its own
region and appointnments would be nade by the Obam
Adm ni stration. He wondered whether the state had
considered how it would interact with the process w thout a
coastal zone nanagenent program He voiced concerns about
the state's inability to solve problens at hone.

Attorney General Burns responded that Representative Joule
had been instrunental in the developnent of HB 106 as a
good solution and a workable and balanced piece of
| egislation. He noted that the values of |ocal voice and no
veto were considered pillars of the ability to reach a good
agreenent. He stated that the "unfortunate reality” was
that the opportunities that were available then were no
| onger present; there was no program There had been a ful
program which had been audited by the Legislative Budget
and Audit Commttee and found to be functioning well,
neeting federal and state requirenents, fully staffed, and
doi ng wel I .

Attorney General Burns acknow edged concerns about the
potential for a polarizing effect; local communities m ght
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go off on their own. He thought there was currently an
opportunity and necessity to fully engage in continued
dialogue with communities such as the North Slope and
Arctic Sl ope Boroughs.

10: 11: 46 AM

Attorney General Burns agreed that Al askan residents had to
work together and nake decisions together about the
interests of the state as a whole regardless of ethnicity
and geographic location. He asserted that the opportunities
on which HB 106 were based were no |onger present. He
assured the commttee that the admi nistration would be very
engaged in the process.

Comm ssioner Hartig acknow edged Representative Joule's
contributions to the process. He believed there was stil
opportunity and that people were ready to discuss options.
He referred to the National Ocean Conm ssion and noted that
Al askans had been in Washington, D.C. to learn nore about
the program He thought the program was of interest but
woul d not take the place of ACWP; the two programs were
different.

Representative Joule stated concerns that Alaska would be
| ooked at as not being able to deal with ACMP and there
woul d be questions about how the state dealt with resource
devel opnent .

Representative Joule believed the crux of the transitiona
di scussion was the |anguage and how regulations were
witten connected wth a statute, in particular the
effective date of 2012. He asked whether there were
creative actions that could be taken in concert with the
federal government regarding regulations in the transition
period so that devel opnent would not be stopped and jobs
| ost because of industries that could not get permts. He
wondered whet her regulations could be adopted that would
assist in the transition.

10:15:49 AM

Comm ssioner Hartig began his reply by providing background
facts. He pointed out t hat the approximately 100
applications received each nonth were about 50 percent
state and 50 percent federal projects. He defined "state
projects” as those requiring only state permts. The
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federal projects had a conbination of two things: federa
actions where a federal agency proposed to do a |ease, or a
federal -permtted project where soneone wanted to do a
project but needed a federally-issued permt, such as
Shell's project on the OCS

Comm ssioner Hartig detailed that for the federal projects,
with a coastal nanagenment program the federal agencies
were required by law to have the consistency determ nation
before they <could issue a final permt. As far as
transition |anguage, SB 45 would not require the state to
continue consistency review determnations for state
projects, but it would require the review for federal
projects. He believed the reality was that (given the
workl oad) a mmjority of the consistency reviews for state
projects were actually not done by the DEC Division of
Coastal and Ocean Managenent (DCOM); the reviews were done
by the state agency or division that had primry
responsibility for the permt that would be issued.
However, DCOM had to conduct the consistency reviews for
the federal projects, which nade up the bulk of its
wor kl oad and tended to be nore conpli cat ed.

Comm ssioner Hartig believed the interim |anguage in SB 45
that would take away the duty to conduct reviews on federal
projects would not affect the workload. He noted that the
federal agencies had to have the consistency review in
order to issue federal permts. Adopting provisions (either
through statute or regulation) allowing DCOM to suspend
doing the consistency reviews for federal projects would
violate federal |aw and would open the state to the risk of
[itigation.

Comm ssioner Hartig addressed another option that had been
considered, for DCOM to decide sinply not to act on the
application from the federal agency, which would then be

deened consistent under federal law. Still another option
woul d be trying to put something in place such as a sinple
state review for consi st ency, such as a conplete

guestionnaire. He warned that at that point, there would be
only a shell of a program from a public perspective, he
considered the option as paying people to acconplish
nothing. He reported that they did not consider the option
legally defensible. A review of all different options
resulted in the realization that there was no real way to
suspend federal projects for a period, as could be done
with state projects.
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10:19: 38 AM

Representative Costell o asked whether |egal challenges were
expected in the event that the legislature was able to
resurrect the program She recalled past committee
di scussion related to increasing funding for |egal defense.

Attorney GCeneral Burns thought that she was asking two
guestions. First, the current discussion had been focused
nore on the transition and the sunset provision. He
acknowl edged that there were substantive concerns relative
to the |anguage itself. Related to the first issue, he had
tried to outline some of the possible areas of concern from
a |legal perspective. He pointed out that a conplete review
had not been done to see whether the state had inmunity
from certain types of lawsuits, what would happen if there
was a gap period, and possible consequences to suspending
state versus federal reviews that could result in equal
protection or due process challenges. He believed there
were nultiple uncertainties, depending on which variable
was changed. He stressed that there were | egal concerns.

Attorney General Burns turned to the second issue, related
to the substance of SB 45. He directed attention to page
14, Section 20. He noted that he had proposed |anguage to
correct sone of the itenms. For exanple, Section 20

addressed the definition of "aggregate evidence," which
"means the nost conplete and conpetent i nformation
avail able.”
10: 23: 06 AM

Attorney Ceneral Burns questioned what the |anguage neant.
He noted that agencies did not nmake the determ nation, but
made determination based on the evidence and data
avai l abl e, and then exercised discretion. In a review, the
standard used was an abuse of discretion standard. A
definition requiring that the information had to be the
nost conplete and conpetent available raised the question
whet her every review would require DCOM or the coastal
districts to "scour" all the data; the situation would
require a proof requirenent, which could subject the
process to potential litigation. He argued that a problem
woul d be created, but that |anguage changes could fix the
probl em
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Attorney General Burns pointed to another issue in Section
20 related to "data that are obtained through the
scientific met hod. " He did not believe the only
consideration should be the scientific nmethod; there were
other methods available and he felt alternative sources
shoul d be all owed for.

Attorney General Burns reiterated concerns that the
| anguage could open the state in coastal districts to
significant litigation because of its specificity. He
preferred |anguage allowing the departnent to determ ne
what was reliable and relevant, which would be a nore
guantitative assessnment. He stated that the concerns were
twofold. First, there was concern regarding what would
happen in the event that the legislature tried to fix
el enents of the transition; there were also concerns wth
t he substantive | anguage of the bill itself.

Co-Chair Stoltze noted that Representative Kerttula was not
a nmenber of the House Finance Conmttee, but two mnority
menbers were absent and she had been asked to join the
commttee table [as House Mnority Leader].

REPRESENTATI VE BETH KERTTULA informed the conmittee that
she had been present in Washington, D. C. for the
presentation about marine spatial planning. She reported
that all of the Alaskans present were surprised by the |ack
of specificity about what the federal governnent wanted
done. She had asked why coastal zone nanagenent was not
being used as a program as it had a lot of history wth
the state and the federal governnments. She stated that she
shared grave concerns about mnmarine spatial planning in
Al aska with Alaska's U S. senators and their staffs. Gven
that, she felt nmuch nore resolved to save a program that
the state had experience with and understandi ng of.

Representative Kerttula pointed out that coastal nanagenent
was the law in Al aska. She thought the |egislature had been
put in an awkward position because of the state Senate's
recent adjournnment. She hoped that the l|egislature could
figure out a way to define ternms and create a transition
through regulation. She understood concerns about the
broadness of conpl eteness, but noted that the state had had
terms (such as due deference) under coastal zone nmanagenent
for a long tinme that depended on regulation. She assuned
that the issues could be resolved for the interim period
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through regulation and that the rest could be resolved
during the follow ng regul ar |egislative session.

10: 28: 36 AM

Representative Kerttula recalled work done in the House
Finance Comm ttee DNR subcommittee during the past regular
session; DNR had a big permt backlog and noney had been
put into the budget to resolve it. She believed DNR DEC,
and the Departnent of Fish and Gane (DFG had great
expertise in working on coastal zone managenent. She asked
whet her some of the staff from those agencies could be
pulled together along with hiring a contractor or two to
assist in a transition, as the state had done in other
simlar situations.

Comm ssioner Hartig responded that ACMP was not a big
program for DEC, Gary Mendivil [program coordinator for the
DEC Ofice of the Conmi ssioner] oversaw many other
different permtting activities besides ACMP, and there was
only one other person who worked on the program He pointed
out that DFG and the Division of Land, Mning, and Water at
DNR did a lot of the work, but he did not know how many
peopl e were invol ved.

Representative Kerttula recommended pulling from the
existing expertise of state agencies to get the program
through the critical time. She had heard from coastal
districts that were shocked that the funding had been
suddenly stopped. She asked whether staff was conmuni cating
with the applicants during the nonth's w nd-down to avoid
| egal chal |l enges.

Attorney General Burns replied that DOL had been dealing
with various legal inplications, but the inplications
continued to change as variables were shifted. He added
that he did not have direct experience with the individua
appl i cants.

Comm ssioner Hartig added that DCOM had sent out a list of

instructions and tinmelines to enployees, agencies, |ocal

districts, and potential permttees about how the program
woul d be wound down. He thought the uncertainty was rel ated
to whether the program would ultinmately be continued and in
what form He did not think that there could be a firm
answer .
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10: 32: 34 AM

Representative Kerttula thought he was w se not to say the
i ssue would be resolved one way or the other. She believed
there was enough staff in agencies to overcone the
transitional challenges if the program survived. She
acknow edged that there were a | ot of applications, but she
argued that many of them could be sinple and routi ne.

Representative Kerttula referred to federal consistency.
She knew the state could be allowed to comment under NEPA
and other acts. She thought the strength of federal
consi stency was related to federal projects on federal |and
and water where there was no other jurisdictional hook. She
believed the state was able to have a strong say through
AMCP. She referred to discussion about the oil spil
contingency plan issue. She believed Alaska had a strong
say through the granting of power from the federa
gover nnent .

Comm ssioner Hartig responded that the state was very
active in the described arena. He added that it was not
j ust about having nore say on federal actions, but included
the issue of international traffic through state waters

which was currently a big consideration on the OCS. He said
the state was spending a lot of time on oil spill
prevention and protection and other avenues. He agreed it
was inmportant to have the hook through ACMP, but pointed
out that the state would still be engaged w thout the
program

Representative Kerttula believed the program was the best
way to have the power. She stated that it would be a shane
for the largest coastline in the nation not to have a
coastal zone program She noted that discussions with the
federal governnent about the gap and funding had reveal ed
that the federal governnent was engaged in helping the
state through the transition. She reiterated her desire to
save the program

10: 35: 52 AM

Represent ati ve Edgnon expressed confusion and reviewed the
vari ous actions taken on the issue:

e The legislature adjourned and was followed by a
speci al session;
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A May 14 letter went out to the coastal resource
service areas (CRSAs);

e« A May 26 communication followed to cease ACVP funding
in a five-day tine period (May 26 to May 31);

* On June 3, the departnent elected not to apply for the
federal funding; and

* The July 9 date marking the 21-day period and stopping
all applications.

Representative Edgnon believed there were not enough votes
to reauthorize the program and that it would end. He did
not believe the program would be resurrected. He was
confused because it was not clear what the loss of the
program would entail. He stressed that there were many
unknowns. He pointed out that local CRSAs in his district
felt the program was useful and valuable. He thought the
i ssue of local input was very inportant.

Representati ve Edgnon asked why the |egislature had not
been aware of the urgency of the situation nuch earlier,
whi ch would have resulted in coastal districts being nore
involved in keeping the program alive. He felt there had
been | ukewar m support of the program all al ong.

Represent ati ve Edgnon voi ced di sappoi ntnent about the |ack
of reference to the loss of local input in statements nmade
by Attorney General Burns. He did not want a valuable
program to close and leave the state in an unknown
situation.

10: 39: 03 AM

Attorney General Burns conmented that the Op-Ed piece
referred to had intended to provide a bal anced perspective
as to options fromthe standpoint of a voice. He had wanted
to make clear that the |oss of ACMP would nean a chall enge
for the state. He believed he had made clear in the Op-Ed
piece that the sunset of ACMP would result in state
agencies and comunities losing the ability to adopt
enforceable policies. He did not know what the ultimte
result of losing the program would be; he thought it would
present a challenge, but felt the state had to fully
enbrace the challenge. He wanted the state to [ook at
options for continuing the dialogue. He did believe the
state had to lose its voice if it lost ACMP, but |ocal
communities, the legislature, and the adm nistration had to
remain in dialogue to retain the voi ce.
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Attorney Ceneral Burns referred to discussions and battles
related to federal regulatory oversight. He noted that the
issue was not only related to litigation, which was only
one of the tools. He enphasized the inportance of dial ogue.

Representative Edgnon referred to the Op-Ed piece and the
description of a substitute program that could be put in
pl ace that would allow the admnistration to better track
t he rul e- maki ng process, i ncl udi ng t he st andar ds,
designations, and federal actions. The ability would allow
the admnistration to put together a nodel that would work
with conmmunity organizations and help better coordinate
with the state's resource-devel opnment agencies and the 12
to 14 federal agencies that the ACWMP hel ped coordinate. He
guestioned the political reasons ACW had been |ost, and
why the legislature had not known earlier about the val ue
of the programand the ram fications of its |oss.

Attorney GCeneral Burns responded that he was not in a
position to comment on the political reasons for the |oss
of ACMP. He knew that the program had been in the state
since the 1970s and had cone before the |egislature and
been debated on numerous occasions, including through the
vehicle of HB 106. He believed the House was aware of the
i ssue. He mmintained that the adm nistration had been fully
engaged at all tines, and that the engagenent was not
| ukewar m He thought the sunset provision addressed
practical realities. He believed there was no point in
having a program that was not functioning to do what it had
been designed to do.

Representative Edgnon asked what would happen to the
coastal inpact assistance program and the noney attached to
t he program

10: 44: 30 AM

Comm ssioner Hartig replied that the program and the
funding stream would remain. He explained that the nonies
came through the federal l|easing prograns; if there was a
big federal |ease sale on the OCS, a certain anount of
| ease revenues were generated and distributed to the
affected communities according to fornmula. He added at DCOM
(which oversaw ACMP) had coordinated the effort in the
past, but the program itself was not tied to ACMP in any
way. He assured the commttee that the funding and
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opportunity to apply for projects would still be there. He
added that any effect because of the decline in DCOMV
staffing woul d get addressed.

Representative Neuman noted that he had gotten involved in
the issue about three years prior as the co-chair of the
House Resources Committee. He had spoken to ACMP staff
frequently and had spent tinme listening and trying to
under stand the issues.

Representative Neuman referred to the discussion about
consi stency reviews, the transition, and reservations that
DEC had had. He knew that fornmer director M. Bates had
spent a considerable anount of tinme with communities trying
to create a program that worked, and had made suggestions
to the admnistration. He questioned what happened to the
suggesti ons.

Representative Neuman relayed problens people in his
district had had getting permts for sinple projects; for
exanple, it had taken 60 to 70 days to get a permt through
the process to replace two stair treads on a set of steps
going down to a lake, jobs were lost through another
pr ogram and anot her person had been stopped from
transporting house-building materials over state |and,
resulting in the inability to construct the house that
season.

10: 47: 55 AM

Representative Neuman thought the current program had many
problens. He did not feel the program was fully supported
by the admnistration. He referred to testinony that the
program was decimated and that there was a backlog. He
reported that he had been engaged with the spatial planning
di scussion by the National Ocean Conm ssion and knew how it
woul d affect the state. He wanted to focus on solutions and
how to assure the citizens of conmmunities that the state
woul d be engaged, address the concerns, and allow them to
participate in the discussion. He questioned how to nove
forward in a practical nmanner.

Comm ssioner Hartig replied that there had to be a genera
vision of a goal as a starting point, and then consensus
had to be built around the goal. He suggested that the
| egislature work with the adm nistration about the goal of
the program and then build the discussion through public
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wor kshops and neetings about the key elements needed. The
agenci es should then build a proposal for the stakehol ders,
the legislature, and the admnistration to review He
believed that HB 106 could be a starting point for the
process.

Comm ssioner Hartig pointed out that sunsetting the program
did not preclude other opportunities; he hoped sunsetting
woul d not cause people to back away from the discussion. He
noted that other progranms had been built in the nanner he
descri bed. One of the challenges that had been recognized
during the regular session was the anount of distrust that
exi sted; people were unwilling to talk with each other.
There had been a breakthrough when the North Sl ope Borough
and industry comunicated with the adm nistration with the
help of key legislators. He recomended that all involved
keep novi ng forward.

10: 52: 11 AM

Attorney Ceneral Burns agreed. He referred to comunication
with the North Slope Borough about critical habitat issues.
He had been struck with the level of distrust; he felt
progress was only nmade when people noved beyond distrust
and engaged in conversation.

Representative Neunan asked whether the comm ssioners had
di scussed together what would happen next and how the state
woul d nmove forward.

Comm ssioner Hartig replied that since they did not know
what would happen with ACWP, he felt it would have been
premature to talk about a new program He reported that

there had been many discussions about concerns voiced by
|l ocal districts and other stakeholders and how to enhance
the other public permtting processes at state and |ocal

levels, as well as how to engage local groups with the
f ederal agenci es.

Co-Chair Stoltze noted that there would be a significant
anount of public testinony on SB 45.

10: 56: 02 AM

Representative WIson asked whether there were states in
the country wi thout a coastal nanagenment program

House Fi nance Conmmittee 23 06/28/11 9:10 A M



Attorney Ceneral Burns did not know, although he knew there
were non-coastal comunities that did not have the program
but had the sanme opportunity for input that Al aska would
have w t hout an ACVP.

Representative WIson recalled communication received about
the issue and asked whether other groups in the country
were solving the problens Al aska was facing so that Al aska
coul d benefit fromwhat they had | earned.

Representative Gara believed that Illinois had been the
|ast state in the country not to have a program and that
its program had just been approved. He stated that Al aska
woul d be the only state w thout a program

Representative Gara summarized that if ACMP was |ost, state
policies would be enforced in coastal zone areas through
NEPA. He thought NEPA was a weak alternative, as under it,
the federal government only had to ask for public conments
and prove that the coments were considered before making a
decision. He referred to past conplaints about NEPA, which
he viewed as a much weaker way for the state to have a
voice than a |law that enforced state policy.

Attorney General Burns agreed that NEPA, like the
Adm ni strative Pr ocedur es Act (APA) , mandat ed t he
opportunity for a public voice. He reported that the state
had recently sought opportunities to increase the state's
participation in the federal agency process through trying
to qualify for cooperating agency status under NEPA, which
woul d provide the state wth a nore elevated position in
t he process.

Commi ssioner Hartig agreed that NEPA was a process-oriented
statute and was not substantive, while ACMP was both. Under
ACWP, there <could be enforceable policies that set
standards not existing under federal |aw, NEPA focused on
process coordi nation.

Representative Gara read from a My 25, 2011 letter from
U.S. Senator Mark Begich, stating that in the areas where
the coastal zone policy applied,

the partnership ensures state and local interests are
addressed in managi ng coastal resources and requires
federal actions to be consistent with state policies
if the state has an approved program
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Representative Gara asked whether the letter was a fair
summary of the coastal zone policy.

Attorney Ceneral Burns believed the sunmary was accur ate.

Representative Gara continued reading from the Begich
letter, which said that without the coastal zone policy,

federal authorities would no longer be required to
ensure their actions in areas such as aquaculture, oil

spill response, forestry, and nining are consistent
with state policies as the «current coastal zone
policy.

11: 00: 34 AM

Attorney General Burns responded that [federal authorities]
did not have to assure that proposals were consistent, but
they were still obligated under APA and NEPA to issue
regul ations and invite public comrent.

Representative Gara believed there was a big difference
between a law that allowed the public to comment but then
ignored the comment, and a law (ACMP) that nade state
policies enforceable. He argued that the |oss of ACWMP woul d
represent a big |loss of state sovereignty.

Representative Gara addressed clains that the state could
not make the program work. He assumed that there were not
state enployees breaking the law Currently, because of
| ack of staff, applicants did not have to go through the
coastal zone consistency process. He assuned that the sane
thing could be done through SB 45; wuntil the program was
ranped up, applicants would not have to go through the
coastal zone consistency process until a certain time, or
other transitional regulations could be adopted to allow
devel opnent to nove forward. He believed there should be
ways to nmake the transition work.

Attorney General Burns clarified that the consistency
review did not take the place of the requirenent that the
applicants neet the permt requirenments. Applicants had to
nmeet all permt requirenments, regardless of whether a
consi stency review was done. He clained that sunsetting the
program would not violate federal law. The dilenmma rel ated
to violating federal regulations and possible litigation
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would conme in if a transition plan allowed the picking and
choosing of which itenms would apply or suspended the
requi renent to do any.

11: 04: 12 AM

Attorney General Burns believed Representative Gara was
saying that one of the options was to keep the program and
say that the requirenents had to be net because it was
federally sanctioned. However, if the program renmai ned and
not hi ng was done, the state would clearly be in violation.
He believed those were the issues that had to be struggled
t hr ough.

Co-Chair Stoltze referred to a past House Finance Conmittee
heari ng.

11: 05: 27 AM
RECESSED

11:19:43 AM
RECONVENED

Co-Chair Stoltze discussed housekeeping and OPENED public
t esti nony.

11:20: 24 AM

ALI CE RUBY, CHAIR, BRISTOL BAY COASTAL RESOURCE SERVICE
AREA BOARD, and MAYOR, CTY OF DI LLI NGHAM  (vi a
t el econf erence), testified in support of t he
reaut hori zation of ACMP. She reported that she had been on
the Bristol Bay Coastal Resource Service Area (CRSA) Board
for over twenty years. She stressed that having ACWP had
allowed the state to have a seat directly at the table in
considering permts and other activities. Her district did
not have an organi zed borough and relied on the state for
representation on devel opnent issues, both pro-devel opnent
and pro-resource. She felt that relying on the NEPA process
woul d set the process back and that her district would |ose
its voice.

Ms. Ruby did not believe it was too late to revive the
program She asserted that the boards, offices, staff, and
active citizens in coastal districts wwuld go away if the
program was allowed to |apse. Her board was stil

functioning; the landlord had agreed to let them stay in
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their office until the issue was settled. The board and
staff had been volunteering and were ready and able to
assist the state in reviving the plan. She pointed out that
a lapse would require all the regional pl ans and
infrastructure to be set up again from scratch

Ms. Ruby did not want to lose strong say by the state
(deference) in regions wthout organized boroughs. She
believed allowing the programto | apse woul d be a disaster.

11: 26: 15 AM

FRANK KELTY, CHAIR, ALEUTI ANS WEST COASTAL RESOURCE SERVI CE
AREA (via teleconference), testified in support of saving
the ACMP. He noted that Dutch Harbor in Unalaska was the
nunber one comercial fishing port in the nation. He
described the various inportant fisheries that took place
in his region and stressed that the region depended on the
resource. He stated that it was necessary for his area,
whi ch was wunorganized, to have a seat at the table on
devel opnent i ssues.

M. Kelty stated that people were keeping track of the
Nati onal COceans Council and the narine spatial planning
program which would be zoning the coastlines of Al aska. He
strongly urged the state to maintain its place at the table
in coastal managenent discussions and stressed the need for
| ocal input.

M. Kelty agreed with Representative Kerttula that the
state had the resources to put the program back together.

11: 30: 28 AM

MARV SM TH, MANACER, BRI STOL BAY BOROUGH (via
tel econference), strongly urged support for the retention
of the coastal managenent program He thought that the cost
of rewiting each district plan would exceed the cost of
rebuil ding and re-staffing the program He felt the coastal
di stricts needed a voice at the table.

REBECCA LOGAN, GCENERAL MANAGER, ALASKA SUPPORT | NDUSTRY
ALLI ANCE (via teleconference), testified on behalf of 460

menber conpani es against noving the bill out of commttee.
She noted that the alliance president Mark Hylen had sent a
letter detailing their position (copy on file). She

expressed concerns about the ability of a reduced staff to
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review permts in a tinely fashion and about the delay of
future projects. The organization wanted nore clarity about
the term "aggregate evidence," which they feared opened the
door for litigation and delay. She stressed that delays
meant job |oss for nenbers.

11: 33: 59 AM

Bl LL JEFFRESS, ALASKA M NERS ASSCCI ATl ON (via
tel econference), testified against the passage of SB 45. He
cited experience as a forner director of the state's office
of project nmanagenent and permtting. He stated that the
program had had conflicts between the district CRSAs, DCOM

and industry. He thought HB 106 had been a good bill. He
felt that SB 45 was a sub-optinmal bill. He referred to a
letter sent by Director Steve Borell to the conmttee

detailing the association's stance (not on file).

M. Jeffress believed that the best resource that DCOM had
in ACMP was the experience of the staff. He noted that CRSA
directors also had a |lot of experience with regulations and
i ssues. Although DCOM did not issue permts, it largely
controlled the tinelines for permtting. He disagreed that
the program would take six nmonths to get up and running
again; he believed from his experience that it would take
| onger and cost the coastal areas significantly. He pointed
out that 82 percent of the state's population resided in
coastal areas and 84 percent of econom c devel opnent was in
the areas. He felt that projects would be delayed, which
woul d be bad for industry.

M. Jeffress described the application process, and thought
there could be a serious |lag. The investnent conpanies that
he worked with would not want to work in the state. He
stressed that not only the mning industry would be
affected, but many small businesses. He enphasized that
nost state permts had a federal elenent because of
wet | ands and the Rivers and Harbors Act. He wanted to spend
the next two years developing a new program rather than
reinstating the current one.

11:41: 12 AM

CELESTE NOVAK, DI RECTOR, BRISTOL BAY CRSA PROGRAM (via
tel econference), spoke in support of the legislation. She
stated that former ACMP director Randy Bates had given a
[imted overview of the program to the |egislature during
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the regular session. She noted that in the past, the ACW
statewi de conference had been held in Juneau in the spring,
whi ch would have given people who work in the program a
chance to speak directly to legislators; the neeting had
been noved to Anchorage in May 2011. She felt the change
had been made to deter contact with |egislators. She felt
that the governor had wanted to end the program

Ms. Novak referenced a May 25 email to the Bristol Bay CRSA
from M. Bates stating that they were legally obligated to
continue the Coastal Project Questionnaire (CPQ process
[ consistency certification questionnaire] until the end of
the program on June 30. Two days later, on May 27 (right
before the Menorial Day weekend holiday) they received a
stop-work order for May 31. In her opinion, the actions
were an indication that sonmeone was trying to stop the
program

Ms. Novak believed there were a nunber of options related
to keeping staff, including a tenporary assignnent for
former ACMP staff and other staff that were still working
(w thout pay) to ensure the information needed to nake the
policy decision was available. She opined that current
projects could be allowed to becone consistent in 90 days
without a finding, as provided in AS 46.40.096(n). She
believed litigation was not an issue, as citizen lawsuits
had been elimnated in 2003; review participants could
litigate, but rarely had.

Ms. Novak referred to admnistration testinony in the nedia
and present ati ons made to vari ous or gani zati ons
comuni cating that the state would not |ose nuch if ACW
were shut down. She pointed out that the Coastal Zone
Management Act (CZMA) was the only program with state and
| ocal enforceable policies that federal agencies had to
follow. She noted a "nuddl ed response” to a question about
the state's enforceable policies needing to be re-
submtted; she argued that nothing would have to be re-
submtted if SB 45 passed.

Ms. Novak referred to a $500,000 grant approved for the
Bristol Bay Region; there was no one to disburse and
adm ni ster the grant.

Ms. Novak asked why the state grant application was not

filed with the federal governnment. She questioned the usual
date the grant was fil ed.
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Ms. Novak inforned the commttee that DCOM had not given
clear instructions for the wi nd-down. She did not think the
program had been runni ng snoot hly.

11: 49: 09 AM

Representative Gara asked whether the coastal zone
managenent program had sped up the permtting process.

Ms. Novak responded in the affirmative. She stated that the
CPQ afforded the opportunity to review permts that would
be required for whatever project that was bei ng worked on.
Her organization was able to help people streamine the
process. For exanple, if there was going to be an issue
wi th subsistence related to the repeater stations proposed
for fiber optic infrastructure, the program could help
alter tinelines to lessen the inpact. She felt that | osing
the program would nmean |osing the thousands of |ifestyles
that rely on the programto have a voice.

11:50: 17 AM

GARY HI CKLING ~ ALASKAN RESIDENT (via teleconference),
testified against the legislation. He thought that the
coastal managenment program was a "job killing progrant
because it was an additional |ayer of bureaucracy. He felt
that the program stopped mning projects. He suggested that
the legislature review the Alaska Constitution and let its
sinplicity inform decisions. He pointed to Article VIII,
Section 1. "It is the policy of the State to encourage the
settlement of its land and the devel opnment of its resources
by making them available for maxi mum use consistent wth
the public interest.” He added that Section 2 of the sane
article read that "the legislature shall provide for the
utilization, developnment, and conservation of all natural
resources belonging to the State, including l|and and
wat ers, for the maxi mum benefit of its people.”

M. Hckling noted that people in Bristol Bay mght not
like the Pebble Mne, but they would get the jobs and other
benefits the mne wuld generate. He believed the
government should not stop jobs but put people to work. He
believed every layer of bureaucracy nade it nore difficult
to get projects going, which were needed especially in
areas in the state without jobs and the resulting social
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ills. He reiterated concerns about the size of bureaucracy
in the state.

ART ALLEN, ALASKAN RESIDENT (via teleconference), urged
support of the coastal nanagenent program and the passage
if SB 45.

M. Alen believed the ACWMP provided people in outlying
comunities with opportunities to be heard about coastal
management projects.

11:58: 08 AM

M CHELLE RI DGEWAY, MARINE ECOLOQ ST, JUNEAU, testified in
support of the program and the passage of SB 45. She echoed
the testinony of M. Kelty from Dutch Harbor; she believed
he had explained the value of the program to people who
relied on it to advance programs that were vital for
enpl oynent to coastal communities. She had served on the on
the North Pacific Fishery Mnagenent Council for over a
decade and had heard testinony from hundreds of Al askans
that the program had directly benefited Al askan residents
and industry. She assured the commttee that the federal
fi shery management program had benefitted trenmendously from
the direct input of coastal residents that depended on
fisheries and associated activities.

Ms. Ridgeway reported that she was currently serving on the
federal advisory committee for marine protected areas and
on a Coastal and Mrine Spatial Planning subconmttee
because she strongly felt that Al askans had to have a voice
at the table during discussions concerning coastal |and
managenent .

Ms. Ridgeway noted that she had had direct experience with
ACMP and had served as a consulting biologist for mning
conpani es and government agencies. She highlighted the
value of the program in bringing groups together to create
synergy when considering specific projects. She thought
that allowing the program to stop would |eave Al askans
wi thout a vehicle for participating in discussions with the
f eder al gover nnment about coast al I ssues. She urged
restarting the program

12: 03: 43 PM
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MARI LYN CROCKETT, EXECUTIVE DI RECTOR, ALASKA O L AND GAS
ASSCCI ATION (ACGA), spoke to concerns about SB 45. She

stated that AOGA represented oil and gas producers and
explorers, the three in-state refineries, and Al yeska
Pipeline, as well as a couple of new players. She had

closely followed ACMP issues fromits inception. She stated
that AOGA supported a program that had predictability and
certainty.

Ms. Crockett listed concerns about what woul d happen during
the transition. She believed SB 45 would | eave the current
program in place and the changes would apply in July 2012.
She stated that the association was "extrenely concerned”
about not having the resources in the state to process
consi stency determination applications. She enphasized that
AOGA nenbers would not proceed with operations if the
statutes and regulations required themto have the piece of
paper.

Ms. Crockett detailed that operations and projects would be
del ayed. She noted that operations were conducted on a
seasonal basis, wth construction in the sumer and
operations in the winter. She did not believe that the
applications would be processed in tinme for the sunmer
activity even if the applications could be processed wth
the limted staff at ACMP. She noted that the activities
required a federal permt of some kind; there were serious
concerns about the federal conponent, especially the OCS
conmponent. She pointed out that Shell had exploration plans
for the Beaufort Sea; the required docunents were | engthy,
technical ones that would take tine and expertise to
process. The tinelines for Shell and other offshore
projects were very specific and the project could easily
di e based on m ssing a deadline.

Ms. Crockett stated concerns about what would happen on
July 1, given the |anguage in SB 45. She detailed that ACGA
supported a coastal rmanagenent program that net two
criteria: the certainty of the timng for permt issuance
and consistency determnations, and the ability to predict
what the process woul d be.

Representative Joule stated that he used the sane criteria
when he supported devel opnent.

12: 08: 03 PM
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Representative Gara believed things would speed up once the
program was up and running Dbecause of coor di nat ed
permtting; once that was lost, the state woul d be subject
to the whins of federal government. He asked whether the
program woul d hel p  devel opnent t hr ough coor di nat ed
perm tting.

Ms. Crockett replied that the coordination process through
ACMP was an inportant conponent, but less critical for oi
and gas operations. She referred to previous testinony
related to how ACMP provided resources to individuals and
conpanies that did not understand the permtting process;
she believed the function was valuable for conpanies that
did not routinely operate in Alaska. However, the oil and
gas conpanies had a long history of operating in the state
and had expertise and famliarity with the process. She
noted that AOGA nenbers forned the |argest conponent of
consi stency determ nations. She believed the function was
i mportant, but not critical.

Representative Gara stated concerns related to a state oil -
spill contingency plan applying under the ACMP;, the state
could craft a strong plan that was better than federal
requi renents. He asked whether losing ACMP and stronger
oi | -spill pl ans woul d negatively af f ect of fshore
devel opnent .

Ms. Crockett responded that she was not as concerned about
the issue currently as she would have been two years prior.
She thought the federal requirenments would continue to be
|owered and that the federal governnment would seriously
consider comments submitted by Al aska's governor and |oca
communities related to a plan of exploration.

Representative Gara argued that state contingency plans
have been much stronger and gave the state the best chance
of devel opi ng of fshore.

Representative WIson asked whether AOGA had been in favor
of HB 106.

Ms. Crockett replied that AOGA had been neutral on HB 106
which was a different stance than other trade associations.
She added that AOGA had concerns that unanticipated
consequences would be experienced when HB 106 was
i npl enented. She stated that AOCGA wanted to see coastal
zone managenent work in Al aska, but not at the risk of its
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operations. They were not convinced that HB 106 would
acconplish its goals, but not to the degree that they
opposed it.

Representative Joule pointed out that the neutral stance
had been inportant.

12: 12: 46 PM

KELLEY WALTERS, ALASKAN RESIDENT (via teleconference),
voi ced  support for SB  45. He expressed concerns,
particularly about testinmony by the Bristol Bay CRSA about
the program being shut down over Menorial Day weekend. He
did not want Al aska, the state with the l|argest coastline
in the country, to be left wthout a coastal nmanagenent
program He bel i eved that the admnistration was
surrendering the sovereignty of the state to the federa
gover nnent .

M. Walters wondered how the state would recover the many
of mllions of dollars that Alaska could |ose wthout a
coastal managenent plan. He pointed to other coastal states
with plans that shared in the federal governnent's revenue,
as much as 30 to 35 percent. He questioned the cost of the
special session and the political uncertainties. He hoped
that the House could show that it was not an extension of
the Parnell Admnistration. He felt the governor was
pl anning to veto the bill.

M. Walters shared concerns about the Pebble Mne and
building the |argest open-pit dam on the planet in a
vol cani ¢ and earthquake seisnmc area. He thought the input
of Bristol Bay and other coastal Al askans was needed.

12:18:12 PM

Co-Chair Stoltze CLOSED public testinony.

Co-Chair Hawker offered «clarification to the recent
testinmony related to risks of sharing revenues from the oil
and gas industry with the federal governnent. He stated
that the state's royalty-sharing agreenents and revenue
sharing woul d not be affected by the ACMP changes. However,
some anmount of federal funding was at stake through grants
that were available for operating activities within the
vari ous regions of the state.
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Co-Chair Stoltze believed significant effort had been nade
by the adm nistration related to state sovereignty.

12: 20: 07 PM
RECESS

3:09:42 PM
RECONVENED

Co-Chair Stoltze nentioned three fiscal notes, two from DEC
and one from DNR

Co-Chair Hawker noted that the fiscal note originally
prepared by the Senate Finance Commttee included sone
noney that was a duplicate of sonmet hing al ready
appropriated in the capital budget, which explained the
di fference.

Co- Chair Hawker MOVED that the commttee adopt the three
fiscal notes. There being NO OBJECTION, it was so ordered.

Co-Chair Thomas MOWED to report CSSB 45(CRA)am (27-GS
1965\B. A) out of conmmttee with individual recomendations
and the acconpanying fiscal notes.

Representative Neuman OBJECTED. He did not feel the
| egi sl ation was ready to nove forward.

Co- Chair Hawker reconmmended that the committee nove the
bill and noted that he wuld nake a "do not pass”
recommendation on the commttee report sheet. He thought
the issue nerited the full vote of the House.

Representative Gara stated that he would support the bil
nmoving out of commttee so that there would be a ful
debate on the House floor. He acknow edged and supported
the right of any conmttee nenber to call for a vote in the
commttee. He thought that the public deserved a ful
debate and vote on the House floor. He pointed out that 27
representatives had voted to cone to a special session.

Representative Gara referred to prior testinony regarding
what would happen if coastal nanagenent people were not
hired back quickly. He believed there were many creative
ways to get the program running quickly again, but pointed
to a statute stipulating that sonmeone filing a conplete
application was entitled to a "yes" or "no" answer wthin
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90 days; if they did not get the "yes" or "no" within the
90 days, they would get the consistency review approval. He
stressed that any one filing a conplete application would
get approval in 90 days if the state did not hire back any
staff.

3:15:45 PM

Representative Gara noted that the governor had stated that
the bill was a "job killer." He saw the bill as a job
creator; ACWP woul d speed up permtting, was one of the few
areas of the state wth coordinated permtting, and
permtting would be wunder state law instead of nore
stringent federal law. In addition, there would be a |oca

voice. He argued that the Trans-Al aska Pipeline had been
constructed and the North Slope and Cook Inlet had been
devel oped under a nore stringent coastal zone program than
proposed by SB 45.

Co-Chair Hawker comented that the statement about an
application being approved after 90 days was partially
correct when relating to state-only permts, but was not
accurate related to federal pr oj ect permts. Mor e
inmportantly, the 90-day clock would only begin running
after the departnment determned that there was a conpl eted
application on file. The departnment had a separate
timeframe for conpleting the pre-conpliance determ nations.

3:18: 41 PM

Representative Costello stated that she would vote to nove
the bill out of conmttee and save her true feelings for
the vote on the floor.

Co-Chair Thonas stated that the bill was poorly presented
and | acked back-up information, sectional analysis, and a
sponsor statenent. He stated that the bill should be noved
forward to allow for debate on the floor. He enphasized
that he did not like the presentation; the admnistration
had not presented their own bill, they only spoke in
opposition to a bill. He thought good public policy was
| acki ng.

Representative WIson appreciated the vetting of the bill
in the commttee. She felt that the bill was bad for
Al aska. She expressed disappointnment in the bill and said
she woul d vote against noving it out of commttee.
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3:20: 53 PM

Representative Gara responded to Co-Chair Hawker regarding
the tinelines for conpleted applications. He stated that
the conmpleted application point was the trigger; an
applicant had only to file a conpleted application and
woul d get the permt within 90 days if they did not have an
answer . He believed a smart applicant would file a
conpl eted application.

Co-Chair Stoltze stated that he would support noving the
bill out of commttee, with sonme of the sanme reservations
al ready voi ced.

Representative Neuman MAINTAINED his OBJECTION to the
motion to nove the bill fromcommttee.

Aroll call vote was taken on the notion.

I N FAVOR: Joul e, Costello, Edgnon, Hawker, Gara, Thonas,
Stoltze
OPPCSED: Neuman, W/ son

Representatives Fairclough, Doogan, and Guttenberg were
absent fromthe vote.

The MOTI ON PASSED (7/2).

CSSB 45(CRA) am was REPORTED out of conmmttee with a "do not
pass" recommendation, two new fiscal inpact notes by the
Department of Environnmental Conservation, and one new
fiscal inpact note by the Departnent of Natural Resources.

#
ADJ OURNVENT

The neeting was adjourned at 3:22 PM
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