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DAVI D SCOTT, Staff

Senat or Donal d d son and

Communi ty and Regi onal Affairs Conmittee aide

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Introduced SB 204 on behalf of the Senate
Community and Regional Affairs Commttee.

WANETTA AYERS, Director

Di vi sion of Econom ¢ Devel opnent

Departnment of Comrerce, Comrunity and Econonic Devel oprent,
Anchor age, Al aska
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DUNCAN FI ELDS, Council Menber

North Pacific Fishery Managenment Counci |

Kodi ak, Al aska

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

DONALD M BULLOCK JR., Legislative Counsel

Di vi sion of Legal and Research Services

Legi slative Affairs Agency

Juneau, Al aska,

PCOSI TI ON STATEMENT: Addressed the legislative legal review for
SB 152.

SENATOR HOLLI S FRENCH

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Sponsor of SB 152.

KRI STEN PETERSON, St af f

Senat or French

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Provided information on letters of support
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DANA OVEN, St af f

Senat or Denni s Egan and

Al de, Senate Labor and Commerce Conmttee

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Introduced SB 157 on behalf of the Senate
Labor and Comrerce Committee.
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SHELDON W NTERS, Lobbyi st

State Farm I nsurance

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 157.

ACTI ON NARRATI VE

4. 05: 37 PM

CHAIR DONALD OLSON called the Senate Community and Regional
Affairs Standing Commttee neeting to order at 4:05 p.m Present
at the call to order were Senators Wagoner, Kookesh, Ellis and
Chair d son.

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

4:06: 01 PM
CHAI R OLSON announced the consideration of SB 204 and noted that
the commttee heard it once before.

4:06: 12 PM

DAVID SCOIT, Staff, Senator Donald O son and Aide to the CRA
committee, sponsor of the legislation, remnded the conmttee
that during the previous hearing he described how the bill would
change current law. He noted that Wnetta Ayers and Duncan
Fields were available for questions. Responding to a question
fromthe Chair, he confirmed that there had been no phone calls,
in support or opposition to the bill.

SENATOR WAGONER referenced the side-by-side docunent in the
packets that conpared current law to the provisions in SB 204.
He asked if there was a specific reason for reducing the maximm
loan amount from $2 mllion to $1 mllion. It seens
counterintuitive.

4:08: 54 PM

WANETTA AYERS, Director, Dvision of Economc Devel opnent,
Department of Conmerce, Conmmunity and Econom c Devel opnent
(DCCED), asked if he was referring to the conparison with the
guota financing currently available for commercial fisheries.

CHAIR OLSON said the current law has a loan linmt of $2 mllion
and SB 204 reduces the maximumto $1 mlli on.

M5. AYERS expl ai ned that under the commercial fishing revol ving

| oan fund, which is for individuals operating in the open access
hal i but fishery for quota share, the loan limt is $2 mllion.
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She acknow edged that proponents of the bill were concerned that
the $1 mllion loan limt may preclude sonme of the nonprofit
organi zations that would be financed under the Community Quota
Entity (CQE) revolving loan fund from achieving that 50,000
pound limt, but the decision when the bill was initially
drafted was that a $1 million loan Iimt would be sufficient.

SENATOR WAGONER asked if each entity has the ability to buy up
to 50, 000 pounds.

4:09: 32 PM
SENATOR MENARD j oi ned the commi ttee.

MS5. AYERS answered that was <correct. She added that DCCED
bel i eves that the structure of the fisheries enhancenent
revolving loan fund was nore appropriate for these nonprofit

CCEs.

4:12:53 PM
DUNCAN FI ELDS, Council Menber, North Pacific Fishery Managenent
Counci |, reviewed the conparative relationship between a

nonprofit community organization |like a CQE and an individual
that has an individual load limt. He then explained that 45
communities were qualified to form a nonprofit CQE to acquire
| FQ shares and the thinking was that with a $1 million limt the

program could be funded with $45 mllion. If the limt was $2
mllion, it would be a substantially larger amount. 1In the
bal ance was funding a program that all 45 communities could
participate in versus the $2 mllion Ilimt offered to

i ndividuals in the comrercial |oan program

SENATOR MENARD comented that this would help comrerce in those
@ul f of Al aska comunities.

MR. SCOIT echoed the coments of Senator Menard.

SENATOR WAGONER asked where the quota cane from

4:15: 43 PM

MR. SCOIT said his understanding was that the conmunities would

purchase | FQ shares fromthe current bank.

SENATOR WAGONER asked if the communities could purchase his
| FGs.

MR. SCOIT said yes.
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SENATOR WAGONER said the math does not work; his |IFQ shares were
worth $37.50 per pound so either he'd get just $20 per pound or
the $1 million would buy approximately half the quota.

SENATOR KOOKESH pointed out that the lower limt provides an
opportunity for nore comunities to get a foot in the door.

M5. AYERS confirnmed that was correct. She added that as funds
revolve through the loan fund and entities are able to go back
and obtain subsequent |oans, DCCED believes it wll be a
successful program

CHAI R OLSON t hanked Ms. Ayers and M. Fields.

4:18:22 PM

SENATOR WAGONER noved to report SB 204 from conmttee wth
i ndi vi dual recommendati ons and attached fiscal note(s).

CHAI R OLSON announced that w thout objection, SB 204 noved from
the Senate Community and Regi onal Affairs Standing Commttee.

At ease from4:18 p.m to 4:20 p. m

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

4:20: 32 PM
CHAI R OLSON announced the consi derati on of SB 152.

4:21:23 PM

DONALD M BULLQOCK, Legi sl ative Counsel, Legi sl ative Lega
Services, Legislative Affairs Agency, said he | ooked at whether
SB 152 conflicted with either Article I, sec. 15 or Article II,
sec. 19 of the Constitution of the State of Al aska.

Article I, sec. 15 has to do with prohibited state action. In
part, it says:

No law inpairing the obligation of contracts, and no
| aw maki ng any irrevocable grant of special privileges
or imunities shall be passed.

The issue is that there is no informati on on whet her there would

be any contracts in place that would be voided or could not be
carried out as a result of this |egislation.
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Article Il1, sec. 19 has to do with local or special acts. In
part, it says:

The | egislature shall pass no local or special act if
a general act can be nade applicable.

Al though the bill only identifies the specific headwaters of
Bristol Bay, it would probably survive a challenge under the
| ocal and special prohibition because of the statew de interest
in the Bristol Bay fishery.

MR. BULLOCK said the requirenent of |egislative approval is
probably the nobst significant provision in the bill. It is a
separation of powers issue. The |legislature has enacted | aws and
same with the federal government that relate to permts and what

has to be done to receive a permt, license, authorization, or
the approval of a plan of operation. The executive branch
carries out that function, and the bill would effectively give

the legislature the opportunity to veto an executive branch
decision that presumably was made within the authority received
fromthe legislature. Article Il, sec. 1 and Article Ill, sec. 1
describes the powers that the l|legislature has and the powers
that the executive has.

4:23:57 PM
SENATOR MENARD questioned whether he was cautioning the
committee about going forward with the bill.

MR. BULLOCK said he couldn't talk about the outcone; he could
tal k about the constitutional issues.

The other issue raised by the bill relates to the risk to the
state if there was legislation or a regulation that effectively
prohi bited the devel opnent of vested mneral rights. This is a
property interest that is protected by the takings clause under
both the Alaska and U S. Constitution. If there is a taking by
the governnment, there nmay be a risk that the state would have to
conpensate the conpany or person that can no |onger economcally
devel op their claim

If SB 152 were to pass and the | egislature vetoed sonething that
DNR had approved, a challenge from the mneral interest owner
could be expected under the separation of powers. Even w thout
this legislation, if there was a change in the regulation that
related to a vested mning interest, there is a risk that the
state may have to conpensate the owner of the mneral interest
if the economc value has been effectively taken. It would
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probably be a question for a jury or other fact finder as to
what the val ue woul d be.

4:27:57 PM
CHAIR OLSON asked if other states have simlar l|legislation with
regard to |l egislative approval.

MR. BULLOCK answered that virtually every state has a separation
of powers issue, and the legislature can deal wth this
situation in other ways, such as appropriation. He explained the
adm nistrative process for classifying land that is and is not
open to mning. If an area is open to mning, a company can cone
in and discover the mneral, l|ocate and set the boundaries, and
record it. That conpany has acquired a right to mne, and that
is simlar to the federal nmning |laws that date back to the 19th
century. He said the concept of regulatory taking has conme up in
other states so there would be that issue as well as the
separation of powers regarding who nekes the decision as to
whet her sonet hing can go forward.

He noted that a bill currently in the legislature would in the
future close sone land in the Alyeska area to mning. That does
not present a problem when it's done ahead of tinme; it's after
the rights have been vested that the risks and problens ari se.

CHAI R OLSON asked if the bill would conflict with either federal
|l aw or the U. S. Constitution.

MR. BULLOCK said this would probably be Iimted to state action;
the state does not have any power over any agency decision of
t he federal governnent.

4:30: 29 PM
SENATOR MENARD asked what mne project since the 19th century
was held up the |Iongest due to regulatory requirenents.

MR. BULLOCK said the Kennecott project in Juneau was del ayed
because of environnmental concerns about the drainage from the
mne tailings. The matter went to the U S. Suprene Court because
there was a conflict in the interpretation of |aws adm nistered
by the Corps of Engineers and the Departnment of Environnental
Conservation. He noted that environnental litigation has to be
anticipated in any m ning project.

4:33:19 PM
SENATOR HOLLIS FRENCH, sponsor of SB 152, Alaska State
Legi slature, said he would first like to address the idea that
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the legislature's action could constitute a taking of a vested
right. He said he would like M. Bullock to explain further how
the agency's action is any different fromthe legislature's. He
asked if it would be a taking if DNR ultimately denies a permt
to Pebbl e because the legislature's action would be exactly the
sane.

He said it is possible that the action is an encroachnment on the
executive function, but the legislature already exercises power
in  many bl ended areas. The governor's nom nations  of
commi ssioners and attorney general is a blended area where the
| egi sl ature exercises a check on his authority. The governor has
sonme blended legislative authority as well. He can veto the
| egi sl ature's capital appropriations.

CHAI R OLSON opi ned that those were different than the separation
of powers in the specific action that M. Bull ock addressed.

SENATOR FRENCH pointed out that there has been a |law on the
books since the md-70s on the sanme topic with respect to oil
and gas in Bristol Bay. Although the constitutionality of that
statute has not been challenged, it has sone precedential val ue.

4:35:35 PM
SENATOR WAGONER asked who provided the maps.

SENATOR FRENCH answered he got them from Ri ck Hal f ord.

SENATOR WAGONER said the exploration license area depicted on
the maps was between 125 and 150 mles away from the proposed
site of the Pebble M ne.

SENATOR FRENCH reviewed the map and thanked Senator Wagoner for
the correction; he agreed conpletely.

CHAI R OLSON asked for a corrected map and Senator French agreed
to provide one accurate map to all conmttee nenbers.

CHAI R OLSON asked what kind of support the bill had elicited.
4:38:15 PM

KRI STEN PETERSON, Staff for Senator French, said the office had
received a fair nunber of letters of support from nenbers of the
Renewabl e Resources Coalition.

CHAI R OLSON held SB 152 in commttee.
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SB 157- CANCEL | NSUR. ON CERTAI N VACANT PROPERTY

4:38:55 PM

CHAI R OLSON announced t he consi deration of SB 157.

4:39:19 PM

DANA OVEN, Ai de, Senate Labor and Conmmerce Committee, sponsor of
SB 157, explained that the purpose of the bill was to correct

what sone insurance conpanies believe is a shortcomng in the
statute. This anendnment would clarify that an insurance conpany
is able to cancel an insurance policy if the risk that is
i nsured agai nst increases.

The Labor and Conmerce Committee deleted the reference to
"unoccupi ed" property because so many Al askans |eave their
dwel lings for |long periods. The new | anguage on page 2, |ines 6-
9, [which anends AS 21.36.210(f)] adds the follow ng reason that
an insurer may cancel a policy of personal insurance:

(6) vacancy  of the insured property that
i ncreases a hazard insured against; in this paragraph
"vacancy" neans entire abandonment of the property by
the insured and the property does not contain contents
of substantial utility.

CHAI R OLSON questioned the urgency of the bill.

MR. OVNEN responded that insurance conpanies saw the anbiguity in
the statutes and wanted clarification.

SENATOR WAGONER conmented on the downturn in the Al aska econony
in 1980s when people dropped their keys at the bank and |eft
their honmes full of itens that were of substantial utility. He
said he wunderstood the concern, but had a problem with the
| anguage.

4:46: 22 PM

SHELDON W NTERS, Lobbyist, State Farm Insurance, said he would
address previous questions. He agreed with Senator Wagoner that
the language in the CS was very restrictive, but it was better
than the current statute. Wth regard to the question about
urgency, he said this is an effort to keep rates as |ow as
possible. Al other states have adopted a simlar provision with
no opposition.

SENATE CRA COW TTEE -10- March 13, 2012



SENATOR MENARD confirnmed that the Labor and Commerce Committee
del i berated on the | anguage.

CHAI R OLSON announced he would hold SB 157 in commttee.
4:50: 06 PM
There being no further business to cone before the committee,

Chair O son adjourned the Senate Conmunity and Regional Affairs
Standing Commttee at 4:50 p.m
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