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148 and i ntroduced SB 204.
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M CHELLE SYDEMAN, St aff

Senator Bill W el echowski

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified that the sponsor supported the
commttee substitute for SB 148.

DUNCAN FI ELDS, Council Menber

North Pacific Fishery Managenent Counci

Kodi ak, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 204.

WANETTA AYERS, Director

Di vi sion of Econom c Devel opnent

Department of Commerce, Conmmunity and Econom c Devel opnent
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified that DCCED did not have a position
on SB 204, but was prepared to inplenent the |oans should the
bill pass.

M CHAEL O CONNCR, Presi dent

Quzi nki e Native Corporation

Quzi nki e, Al aska

PCOSI TI ON STATEMENT: Testified in support of SB 204.

KRI STEN PETERSON, St af f

Senator Hollis French

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: I ntroduced SB 152 on behal f of the sponsor.

Rl CK ROCGERS, Executive Director

Resour ce Devel opnent Council for Al aska, Inc.

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to SB 152.

ANDERS GUSTAFSON, Executive Director

Renewabl e Resources Coalition

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of SB 152.

JI MW HURLEY, representing hinself
Ekwok, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 152.

SUE ANELON, Menber
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Iliama Vill age Counci

Iliamma Natives LTD

Iliama, Al aska

PCSI TI ON STATEMENT: Testified in opposition to SB 152.

VERNER WLSON |11, Menber

Curyung Tribal Council and

Shar ehol der, Bristol Bay Native Corporation (BBNC
Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of SB 152.

FRED ANGASAN, Chair

Land Conmittee

Al aska Peni nsul a Cor poration

Sout h Naknek, Al aska,

POSI TI ON STATEMENT: Testified in opposition to SB 152.

M KE SATRE, Executive Director

Counci |l of Al aska Producers

Juneau, Al aska,

POSI TI ON STATEMENT: Testified in opposition to SB 152.

ED FOGES, Deputy Conmi ssioner

Depart ment of Natural Resources

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified on SB 152 and provided information
on the permt process for large-scale hard rock mning projects

ACTI ON NARRATI VE

3:35:59 PM

CHAIR DONALD OLSON called the Senate Community and Regional
Affairs Standing Commttee neeting to order at 3:35 p.m Present
at the call to order were Senators Wgoner, Kookesh, Menard,
Ellis and Chair d son.

SB 148- GAS PI PELI NE PROPERTY TAX EXEMPTI ON

3:36: 18 PM
CHAI R OLSON announced the consideration of SB 148 and asked M.
Scott to explain the conmttee substitute (CS)

DAVI D SCOIT, Staff, Senat or Donald d son, Al aska State
Legislature and Aide, CRA Conmttee, said version | conmttee
substitute (CS) mnekes three changes. First, the |legislation
sunsets in 10 years. The idea was that this would spur a conpany
to act to take advantage of the tax exenption. Second, |anguage
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on page 4, |lines 27-28, clarifies that the pipeline nust
transport the gas to market for sale. Third, |anguage on page 5,
lines 7-8, clarifies that the state will assess the 0.5 bcf/day
pi peline when it assesses the pipeline transportation systens.

CHAI R OLSON asked if the sponsor approved of the 10-year sunset.
MR. SCOIT answered that the sponsor did not object.

CHAIR OLSON asked if he or the sponsor had heard from any
boroughs or |andowners that would be affected by the property
tax exenpti on.

MR. SCOIT sai d no.
CHAI R OLSON asked the reason for the third change.

MR. SCOIT answered that the state assessor brought that
suggestion forward. Current statute requires the state assessor
to find the full and true value of oil and gas pipeline systens
and the assessor wanted to clarify that the 0.5 bcf/day pipeline
al so needed to be assessed.

3:40: 42 PM

M CHELLE SYDEMAN, Staff, Senator Bill Welechowski, Al aska State
Legi slature, said the sponsor was confortable with the changes
made in the CS for SB 148. The third change was an anendnent the
sponsor brought to the conmttee to alleviate the problem that
had come up with TAPS, which was that |ocal governnents have
different ideas about the value of an asset. The state assessor
would provide a uniform valuation for the asset. The sponsor
al so requested the requirenment to transport the gas to market so
the state doesn't give a tax deferral to nove gas from one
production facility to another. The intention was that the gas
woul d serve Al askans. Wth regard to the sunset, she said the
sponsor appreciated that the commttee wanted to create a sense
of urgency to act but she inmagined that the Resources Conmittee
would take up that issue, because sone people may think it
shoul d be | onger.

CHAIR OLSON found no further questions or discussion and asked
for a notion to adopt the CS

3:42: 20 PM

SENATOR KOOKESH noved to adopt the CS for SB 148, |abeled 27-
LS0990\ | .
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CHAI R OLSON found no objection and announced that version | was
adopted. He asked the will of the conmttee.

3:42: 42 PM
SENATOR KOOKESH nobved to report [CS for] SB 148 from conmittee
wi th individual recommendati ons and attached fiscal note(s).

3:42:53 PM
CHAI R OLSON announced that w thout objection CSSB 148( CRA) noved
from the Senate Comunity and Regional Affairs Standing
Comm ttee.

SB 204- LOANS TO COVMUNI TY QUOTA ENTI TI ES/ PERM TS

3:43:12 PM
CHAI R OLSON announced the consideration of SB 204, which rel ates
to loans to community quota entities (CQE)

3:43: 25 PM

DAVI D SCOIT, Staff, Senat or Donald d son, Al aska State
Legislature and Aide, CRA Conmittee, said that SB 204 nodifies
the Community Quota Entity (CQE) program by establishing an
i ndependent revolving loan fund nodeled within the existing
Al aska Commercial Fishing Revolving Loan Fund. It provides
better ternms for the CQEs to purchase independent fishing quotas
(IFFQ . He provided the foll owi ng sectional anal ysis:

Section 1 anmends AS 16.10.320(a) to conform to other
changes in the bill, specifically Section 3.

Section 2 provides that pri nci pal and interest
paynents or any noney chargeable to principal or
interest that is <collected through |iquidation by
forecl osure would go back into the revolving |oan fund
created in the bill.

Section 3 adds a new subsection (I) to AS 16.10. 320.
It establishes that CQEs may use the loan terns
spelled out in the bill to purchase 50,000 pounds of
guota share. The |oan nmay not exceed 95 percent of the
apprai sed value of the collateral and the nmaxi num term
is 25 years, except for extensions under AS
16. 10.310(a) (1) (E). The loan nay not exceed $1 mllion
and interest paynents may be deferred for up to 10
years.
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Section 4 anends the Commercial Fishing Revolving Loan
Fund statute, AS 16.10.340, to include the CQE
revol ving | oan fund.

Section 5 is a conform ng | anguage change.

Section 6 adds a new section to AS 16.10 that creates
t he revol ving | oan fund.

Section 7 anmends AS 16.10.350(a) to state that the

commi ssioner of commerce will be the adm nistrator of
t he fund.
Section 8 is the effective date, which is July 1,
2012.

3:46: 54 PM

SENATOR ELLI S joined the conmttee.

CHAIR COLSON asked if the comm ssioner of commerce had the
authority to oversee this type of | oan.

MR. SCOIT responded that the comm ssioner of comerce already
oversees the Commercial Fishing Revol ving Loan Fund.

CHAI R OLSON asked how CQEs are related to | FQs.

MR. SCOIT said CQE stands for community quota entity and |FQ
stands for individual fishing quota. The North Pacific Fisheries
Managenent Council qualified 42 @lf of Al aska comunities to
form nonprofit CQE organizations in order to purchase 50,000
pounds of IFQ shares. He deferred further explanation to M.
Fi el ds.

CHAIR OLSON asked if a CQE could exist wthout |FGQs.

MR. SCOIT responded that there would be no point in formng a
CQE if the organi zation didn't nove forward to buy quota shares.

3:49:38 PM

DUNCAN FI ELDS, Fisheries Consultant, stated that he was speaking
on behalf of the rural comunities for which he works,
particularly Od Harbor and Quzinkie on Kodiak Island and the
@ul f of Al aska Coastal Community Coalition, which represents the
42 comunities that have qualified as Community Quota Entity
(CQE) conmmunities. He was not representing the views of the
North Pacific Fisheries Mnagenent Council (NPFMC), although he
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was a menber. He noted that the NPFMC had recogni zed three nore
communities as CQE qualified so there wuld be 45 CQE
communities once the federal regulations were finalized.

MR FIELDS said SB 204 is a loan bill to create economc
opportunities and jobs in rural CQE comrunities. About 15 years
ago, the NPFMC realized that fishing permts and IFQGs were
| eaving rural comunities and fishing opportunities were | ost
when these were sold. Wien comrunity |eaders |ooked at how to
reverse that downward spiral, they struck on the concept of a
community quota entity. Unlike the Bering Sea Community
Devel opnent Quota (CDQ program these entities would purchase
the quota in the marketplace. The community would hold the quota
in trust and lease it to individuals in the community.

The North Pacific Fisheries Mnagenent Council developed this
construct and inposed limtations as to the type of quota that
coul d be purchased, the ampbunt of quota that could be purchased,
the way the quota could be fished. In 2004, the NPFMC authori zed
forty-two @lf Coast comunities to purchase halibut and
sablefish IFQ shares. Only two communities have bought quota,
primarily because they | acked access to capital.

The state initially qualified the CQs for the Comrercial
Fisheries Revolving Loan Fund, but the ternms of the |oan,
particularly the 20 percent down paynent, were a barrier.
Representative Austernman suggested nodifications and introduced
HB 141, the conpanion bill to SB 204.

3:55:58 PM

MR. FIELDS explained that SB 204 establishes a separate |oan
fund for CQE comunities. The down paynent is 5 percent as
opposed to the previous 20 percent. The loan term is extended
from 20 years to 25 years and interest paynents nay be suspended
[for up to 10 years]. The bill also provides that the
communities would pay interest at rates simlar to those in the
revolving loan fund. He opined that this would provide sone
communities an opportunity to access IFQ that they couldn't
ot herwi se access. As communities have success, other conmunities
will likely follow and access these | oan funds.

The $45 mllion fiscal note would provide a maxi mum of $1
mllion to each of the approximately 45 qualified comunities.

3:57: 50 PM
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CHAIR OLSON conmented on the nunber of limted entry fishing
permts that are held by non-residents, and asked why anyone
woul d be interested in selling such a valuable asset to a CQE

MR. FIELDS differentiated the halibut and sablefish IFQ from
the State of Alaska |limted entry permts. The halibut and
sablefish IFQ are nore fluid in terns of narket exchange than
[imted entry permts. The people who sell the IFQs tend to make
different economc decisions than folks that are selling a
limted entry permit. Alimted entry permt gives an individual
a right to participate in the fishery, whereas an |FQ gives an
anount of product, pounds of fish. Sometinmes people will sell a
portion of their IFQ to expand their business and others wll
sell all their |IFQ because they're getting out of the fishery.

He said that one reason for formng the conmunity quota entities
was to address the problem of limted entry permts |eaving
rural communities. Should there be a mechanism for rural
communities to hold limted entry permts, he opined that the
CQE would be the ideal entity to facilitate that nechanism He
relayed that these CQEs have also received two other types of
fishery access opportunities from the National Mrine Fisheries
Service through the NPFMC. One is halibut charter permts. The
21 CQE conmunities in Southeast Al aska have each received up to
five halibut charter permts. The community can |ease those
permts to an individual who nust either start or end the
fishing trip in the comunity. Qulf of Alaska CQE conmunities
have seven permts.

@Qulf of Alaska communities have a third fisheries access
opportunity called a groundfish |limted |icense permt (LLP).
These are essentially federal limted entry permts for use by
the CQE in that conmunity

CHAI R OLSON asked how it happened that two CQE comrunities were
financially successful.

MR. FIELDS said they were both unique circunstances. The
community of Quzinkie was able to access |IFQ@ through the
fortuitous sale of trees that were donated by the local Native
corporation. O d Harbor accessed quota share primarily through a
five-year loan. He said that CQE needed to |ocate another
funding source within 18 nmonths or sell its | FQ shares.

4:03: 09 PM
CHAI R OLSON asked if there were |oan default plans.
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MR. FIELDS cautioned that he was not a banking expert, but his
understanding was that the paynments would be nade annually and
the | oans woul d be secured by the halibut quota. In the event of
a default, the comunity would sell the IFQ shares and the
proceeds would go to the State of Al aska.

CHAI R OLSON asked what the interest rate woul d be.

MR. FIELDS said the interest would be prime rate plus two
per centage points, but not nore than 10.5 percent.

CHAIR COLSON asked what other lending institutions thought of
this program

MR. FIELDS said the banks they work with recognize that |oans of
this type would not be allowed in their portfolios; in this role
the state can pronote rural econom c devel opnment. Sone bankers
have suggested that if this program is successful, it may help
individuals build their personal portfolios and increase the
i kelihood of qualifying for personal | oans.

CHAI R OLSON asked if nmore IFQ might be available in the future.

MR. FIELDS responded that there was a national effort to nobve
the federal fisheries towards rationalized fisheries or an
i ndividual transferable quota (ITQ program He offered his
belief that in the near future all the federal fisheries in
Al aska woul d be enconpassed by either 1 TQ or | FQ prograns.

4:07: 33 PM
CHAI R OLSON asked how many of the 42 | QE conmunities depended on
subsi stence fishing to feed their famlies.

MR. FIELDS answered that a nunber of the smaller Qlf Coast
communities rely on subsistence for a substantial anount of
their diet. The sanme applies for Kodiak |Island and he suspected
it was true for the Chignik area as well. Dependence on
subsi stence is probably less in the larger conmunities, but it's
still a conponent of their diet.

CHAIR OLSON asked how commerci al fishing entities view
subsi st ence users.

MR. FIELDS said there seens to be general cooperation between

the local residents who are fishing CQE halibut and those who
are subsistence users. He opined that sport charter operators
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and non-resident fishernen would be nore likely to conpete with
subsi st ence users.

CHAI R OLSON asked Ms. Ayers to conment.

4:10: 38 PM

WANETTA AYERS, Director, Division of Economc Devel opnent,
Department of Conmmerce, Conmmunity and Econom c Devel opnent
(DCCED), said that DCCED followed HB 141 |ast session and
provided a fiscal note on SB 204 regarding operating costs. The
di vision would be able to nmanage this loan fund if it were to be
i npl enented; it appears to be very simlar to the current
Fi sheri es Enhancenent Revolving Loan Fund. She agreed with M.
Field' s answer regardi ng | oan paynents and defaults.

CHAIR OLSON asked if selling the quota generally covers any
del i nquency and default.

M5. AYERS answered yes; quota is considered very good coll ateral
and DCCED has liquidated it in the past when necessary.

CHAIR OLSON said he asked because it appeared that the nunber
and size of halibut was on a downward trend.

M5. AYERS said that DCCED would take all regul atory, managenent,
and market factors into consideration when maki ng a | oan.

CHAIR OLSON asked if the adm nistration was in favor of SB 204.

M5. AYERS answered that the admnistration does not have
specific position on the bill, but DCCED was prepared to
inmplenent it should it be adopted.

4:14: 42 PM

M CHAEL O CONNOR, President, Quzinkie Native Corporation, said
Quzinkie was a nonprofit corporation that focused on economc
devel opnent. He relayed that Quzinkie currently had 8,000 pounds
of halibut IFQ and A d Harbor had 16,000 pounds. These were the
only CQEs that own and actively fish halibut |1FQ. In Quzinkie,
the individual who |leased the halibut IFQ received 55 percent
of the catch and the CQE nonprofit corporation received 45
percent. This brings substantial nmoney to a small community.

Responding to a comment from the Chair, he elaborated on the

tinber sale that nmade it possible for the Quzinkie CQE to buy
8,000 pounds of halibut | FQ shares. He confirmed that
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conventional Ilenders are not interested in |oaning noney for
comunity owned | FQs.

4: 20: 55 PM
CHAI R OLSON asked if it was because of the risk.

MR. O CONNOR answer ed yes.
CHAI R OLSON questioned why the state should undertake that risk.

MR. O CONNOR opined that it wasn't |large risk because the market
for 1FQs was fluid.

CHAIR OLSON asked if he agreed that the growing farmed fish
mar ket m ght threaten Alaska wild fish

VR. O CONNOCR answered that he Dbelieved that the public
perception of farmed fish was turning negative.

4:22:43 PM
CHAIR OLSON found no further public testinmny and announced he
woul d hold SB 204 in commttee.

SB 152- LEG  APPROVAL OF BRI STOL BAY SULFI DE M NE

4:23: 03 PM
CHAI R OLSON announced the consideration of SB 152 and asked Ms.
Peterson to renmind the commttee about the bill.

4:23: 44 PM

KRI STEN PETERSON, Staff, Senator Hollis French, Al aska State
Legislature, read the first paragraph of the sponsor statenent
for SB 152 as foll ows:

Senate Bill 152 is designed to engage the |egislature
in developnent issues in the Bristol Bay Fisheries
Reserve. The bill would require the legislature to
enact a law that includes a finding that any proposed
| ar ge-scal e metallic sul fide m ne operation
constitutes no danger to the fishery wthin the
reserve. This would have to be conpleted before the
i ssuance of an authorization, license, permt, or
approval of a plan of operation that could affect
water in or flowng into or over the reserve.

CHAI R OLSON opened public testinony.
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4:24: 38 PM

RI CK ROGERS, Executive Director, Resource Developnent Counci
(RDC) for Alaska, Inc., said RDC was strongly opposed to SB 152.
He relayed that RDC was a nonprofit organization whose purpose
was to link its diverse nenbership interests to encourage a
strong, diversified, private sector in Alaska, and expand the
state's econom ¢ base through responsi bl e resource devel opnent.

He said that one of RDC s top legislative priorities was to
encourage the state to pronote and defend the integrity of
Al aska's permtting process and to advocate for predictable,
timely, and efficient permtting processes that are based on
sound science and economic feasibility. RDC s perspective was

that SB 152 did the opposite. The bill was not about just the
Pebble mne; it was a legislative referendum on the state's
permtting process for projects across all industries. It

effectively usurps the permtting authority of the executive
branch and creates uncertainty for conpanies that are investing
or contenplating investnment in Al aska. He urged the conmmittee to
hold the bill.

CHAI R OLSON asked how to protect the fisheries and maintain the
maxi mum sust ai nabl e yi el d.

MR. ROGERS answered that there are processes and systens in
place to do that. Any suggested inprovenments should be vetted
but the legislature should not adjudicate whether a project

should get permts. Mny people wll review a project the
magni tude of Pebble before it gets a permt; that process has
worked for Alaska for years. It's been possible to develop

| arge-scale projects responsibly while maintaining a robust
fishery.

4:29: 08 PM

CHAI R OLSON comented that what the Miurkowski admi nistration did
to the coastal zone nmanagenent program was devastating to the
peopl e of Al aska, particularly those on the coast who no |onger
have a seat at the table to voice concerns. That's why there is
grave reservation about this particular mne, he said.

MR. ROGERS said he recogni zed the concern about the magnitude of
the project, its location, and the other resources in the
Bristol Bay region, but he did not believe that SB 152 was an
appropriate approach for dealing with those issues.

4:30: 23 PM

SENATE CRA COW TTEE -13- March 1, 2012



ANDERS  GUSTAFSOQON, Executive Director, Renewabl e Resources
Coalition (RRC), said he was speaking on behalf of the nore than
6,000 Al askan nenbers in support of SB 152. The nenbership
consists of individuals, businesses, and organizations that
historically have fought over allocation of the Bristol Bay
fishery resource, but have since joined forces to protect the
habitat and water that is the building block of this resource.

In the early 1970s when Al aska was first developing its oil and
gas resources, the legislature recognized the incredible,
renewabl e resource that is the Bristol Bay fishery and realized
it was appropriate to designate a boundary for this watershed.
The legislature also realized there should be a process for
Alaskans to have a say in whether massive industrial
devel opnents should be allowed. By supporting SB 152, the
coalition is asking the legislature to give that sane |evel of
oversight to a large-scale mning developnent in the sane

region. The bill does not affect mning devel opnent across the
state; it is about protecting the Bristol Bay fishery. The
menbers of RRC also believe that SB 152 will create a |evel of
certainty in the nmarketplace that this fishery will continue to
be strong. This will create a friendlier environment for those

dependent on the fishery to reinvest in their businesses.

MR. GUSTAFSON reiterated that SB 152 does not prohibit mning
It ensures a process by which the people of Alaska, through
their representatives, can protect the incredibly significant
Bristol Bay fisheries resource.

4:33:29 PM

JIMW R HURLEY, representing hinself, said he had lived in
Ekwok for the past 50 years and he strongly opposed SB 152. He
said that the people who live in this area don't want to |live on
food stanps; they want | obs.

4:35:52 PM
SUE ANELON, Menber, Iliama Village Council, |Iliama Natives
Limted (INL), stated that the council and corporation were

strongly opposed to SB 152, because a rigorous science-based
permtting system was already in place. The |egislature should
instead be dealing with the nore inportant issues of oil taxes,
hel pi ng conpani es create jobs, and econom c devel opnent in rural
communities. She also stated that the bill could affect other
| andowners and devel opnent projects within the state.

SENATE CRA COW TTEE -14- March 1, 2012



CHAI R OLSON said he should have pointed out earlier that Senator
French had visited Southwest Alaska a nunber of tines to survey
the situation

4:37:59 PM

VERNER WLSON |11, Member , Curyung  Tri bal Counci | and
sharehol der, Bristol Bay Native Corporation (BBNC), testified in
support of SB 152. He said he was a Bristol Bay comrercial
fisherman who also did subsistence fishing. He stated that the
| egislation gives a voice to Alaskans on the very inportant
issue of a large-scale mne in the Bristol Bay region
Proponents say the devel opment could create 2,000 jobs, but they
don't say how many jobs nmay be inpacted. He said his father paid
t housands of dollars for a permt to fish in Bristol Bay and the
famly depends on the fishery. This issue is inmportant to this
and future generations. The Bristol Bay fishery has been there
for thousands of years and it can continue for thousands nore if
it is managed sustainably and the habitat is protected. He
reiterated that the legislation gives voice to Alaskans on an
i ssue about which they really care.

CHAI R OLSON asked why he was interested in protecting a fishery
that he didn't depend on any | onger.

MR  WLSON clarified that he did depend on the Bristol Bay
fishery; his parents still live in the area and he returns to
fish every sumrer. He imagined that he wuld nove back
permanently after he finished graduate school. He began fishing
when he was about age four and |ooked forward eventually to
getting his own boat and permt. If fishing and mning are to
coexist, it's necessary to ask the tough questions, he said.

CHAIR OLSON asked if after he finished graduate school he can
i magi ne putting on boots and rain gear and working in the fish
sline.

MR WLSON answered yes. He added that he |ooked forward to
being a part of further developing the seafood industry and a
sust ai nabl e econony.

4:44. 23 PM

FRED T. ANGASAN, Chair, Land Conmttee, Al aska Peninsula
Corporation (APC), stated that as one of the largest private
| andowners within the Bristol Bay Salnon Reserve, APC was
opposed to SB 152. WMatters currently commtted to the sound
di scretion of executive agencies based on science and the
concept of due process would instead be considered in the
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political arena. He said APC was convinced that the |egislation
violated state law. APC s primary mssion is to manage its |and
for the benefit of the villages and Congress has charged the
corporation with economc devel opment of those lands. SB 152
directly interferes with that by creating uncertainty about the
effect of a netallic sulfide deposit on their land, which has
tremendous potential for mneral developnent. It would place at
risk the surface exploration agreenents that APC has entered
into. APC has confidence in the current process, he stated.

4:51:29 PM

M KE SATRE, Executive Director, Council of Al aska Producers
(CAP), said CAP was a nonprofit trade association representing
the producing large netal mnes and large mne devel opnent
projects in the state. He said he was testifying to voice
opposition to SB 152. The bill uses existing statutory |anguage
that places Iimtations on surface entry permts to develop oil
and gas |leases or exploration licenses within the Bristol Bay
Fi sheries Reserve, but it goes much farther. SB 152 attenpts to
restrict mning throughout the region regardless of |and status
or whether the activities are in the fisheries reserve. It could
strip the rights of individuals who already hold valid mneral
claims and exploration permts in the area. This could possibly
constitute a taking, which would violate both the Al aska and
U S. constitutions. The existing statute for oil and gas does
not assune that the developnent will adversely affect water; it
only requires a finding that the developnent will not harm the
fishery. SB 152 assunes that mning activity wll adversely
affect water quality and the proponents have stated their belief
that it wll potentially stop one project. This, too, raises
constitutional issues, he said.

MR. SATRE said CAP strongly supports the existing large mne
permtting processes in the state and all efforts to fully fund,
strengthen, and inprove the permtting functions of the resource
agencies. If SB 152 were to pass, state permtting agencies
would be forced to follow the directives of the |egislature,
rather than basing decisions on the existing science-based,
transparent, and predictable permtting processes.

4:54:11 PM
ED FOG.ES, Deputy Conm ssioner, Departnent Natural Resources,
said he was not taking a position on the bill. He wanted to

di scuss the state's regulatory process and present issues for
the conmmttee to consider. He opined that the state's mne
permtting process was solid. The seven operating mnes in the
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state were all operating within environnmental conpliance, wth
no significant inpact to the downstreamfisheri es.

He enphasized that the permtting process for a large mne was
conplex. It involves a nunber of agencies and dozens of experts
wi th advanced degrees in addition to the federal environnental
i npact statenment (EIS). He cautioned that the legislature would
have to figure out how to parse through that in order to nmake a
decision, but it wouldn't be an easy task.

SENATOR MENARD asked how nmany people would be dedicated to a
project like the Pebble M ne.

MR. FOG.ES said that approximtely 20 agency experts would be
i nvol ved, although the nunber would vary throughout the life of
t he m ne.

SENATOR MENARD observed that a trenendous nunber of people were
already dedicated to the process, which was why she was
unconfortabl e.

4:58: 35 PM

MR. FOGLES said that DNR' s reading of the bill is that it would
cover any hard rock netal mne on both state and private | ands.
Thus, any significant hard rock mning project wthin the
Bristol Bay area would have to cone before the |egislature.
Because each mine project has dozens and dozens of state and
federal permts that cone out at different tines, DNR is not
clear on how that would work for the legislature. Tine lags wll
also be an issue to evaluate because the legislature isn't in
session all the tine.

5:00: 33 PM

CHAIR OLSON commented that he anticipates nore bills like this
because there was no coastal zone program where people from the
| ocal area have a seat at the table to voice their concerns.

MR. FOG.ES said he had been involved in permtting a nunber of
mnes, three of which were not in the coastal zone, and
comunity concerns were always taken into account. Regardl ess of
what is in place, DNR will always address conmunity concerns, he
sai d.

CHAIR OLSON said public testinony would continue at the next
nmeeting. He asked the sponsor to provide closing comments.

5:02: 13 PM
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SENATOR HOLLI'S FRENCH, sponsor of SB 152, said the bill was
based on the 1972 |aw that was passed to protect the Bristol Bay
Fi sheries Reserve from oil and gas devel opnent. The | egislature
at the time considered including mning but oil and gas was the
imediate threat to the fisheries and that becane the topic of
the bill. SB 152 is designed to put large-scale mning on the
sanme footing as oil and gas. If it can be done safely and with
no threat to the fishery, then go ahead. If it can't be done
safely, then it should stop. The |legislature deserves input
given the far-reaching nature of the inpact on fishernen across
all of Al aska.

CHAIR OLSON asked the sponsor before the bill noved from
commttee to address the constitutional questions that the bil
potentially raised.

CHAI R OLSON held SB 152 in conmttee.
5:03: 58 PM
There being no further business to conme before the commttee

Chair O son adjourned the Senate Community and Regional Affairs
Standing Conmttee neeting at 5:03 p. m

SENATE CRA COW TTEE - 18- March 1, 2012



