SENATE FI NANCE COWM TTEE
April 17, 2011
10: 11 a. m

10:11: 12 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
nmeeting to order at 10:11 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Bert Stedman, Co-Chair
Senator Lesil McQuire, Vice-Chair
Senat or Johnny Ellis

Senat or Denni s Egan

Senat or Donny d son

Senat or Joe Thonmas

VEMBERS ABSENT

None

ALSO PRESENT

Senat or Joe Paskvan, Sponsor; Representative Kurt d sen,
Sponsor; Representative Alan D ck, Sponsor; Representative
Al an Aust er man; Representative M ke Chenaul t;
Representative Anna Fairclough; Representative Eric Feige;
Representative M ke Hawker; Representative Bob Herron;
Sheila Peterson, Staff, Representative D ck; John Burns,
Attorney Ceneral, Depar t ment of Law; Larry Hartig,
Comm ssioner, Departnment of Environnental Conservation;
Daniel S. Sullivan, Comm ssioner, Departnent of Natural
Resources; Mke Satre, Executive Director, Council of
Al aska Producers.

PRESENT VI A TELECONFERENCE

Luke Hopkins, Fairbanks North Star Borough, WMyor; Paul D.
Kendal I, Sel f.

SUMVARY



SB 99 HEATI NG FUEL ENERGY RELI EF

SB 99 was HEARD and HELD in commttee for further
consi derati on.

CSHB 106( FI N)
COASTAL MANAGEMENT PROGRAM

CSHB 106(FIN) was HEARD and HELD in commttee for
further consideration.

CSHB 155( L&C)
PUBLI C CONSTRUCTI ON CONTRACTS

CSHB 155(L&C) was REPORTED out of conmittee with
a "do pass" recommendation and wth previously
publ i shed fiscal note: FN1 (LWF).

CSHB 183(FIN) am
APPLI CATI ON OF VI LLAGE SAFE WATER ACT

CSHB 183(FIN) am was REPORTED out of commttee
with a "do pass" recommendation and wth
previ ously published fiscal note: FN1 (DEC).

#sb99
SENATE BILL NO. 99

"An Act relating to a heating fuel energy relief
program and providing for an effective date."

10:12:21 AM

Co- Chair Stedman di scussed that his intent was to adopt the
CS for SB 99. He explained that the bill would be heard and
held for future work over the interim

Co-Chair Hoffman MOVED to ADOPT CSSB 99 Wrk Draft 27-
LS0507\ M (Kane, 4/11/11) as a working docunent.

Co- Chair Stedman OBJECTED for purpose of discussion.

SENATOR JCE PASKVAN, SPONSOR, explained that the CS nmade
two changes to the bill. First, it included both nunber 1
and nunber 2 fuels (Page 2, Lines 14 and 15). Second, it
elimnated a section in order to include a nore broad
appl i cation.

Senat e Fi nance Comm tt ee 2 04/ 17/ 11 10:11 A M



Co- Chair Stednan W THDREW his OBJECTI ON, and there being NO
further OBJECTION the CS SB 99 Wrk Draft 27-LS0507\M
(Kane, 4/11/11) was ADOPTED

10: 15: 08 AM

Senator Paskvan discussed that the bill pertained to
heating fuel energy relief. He read from the Sponsor
Statenent (copy on file) and explained that the goal was to
present a solution to the serious issue that faced
approxi mately 80,000 Al askan househol ds that wused heating
oil as their primary heating source. The program would
apply to all retail sales of nunber 1 and nunber 2 heating
fuels. The program was anbitious and was designed to offer
relief to the state's residential consunmers. He expounded
that Al askans who relied on heating oil to keep warm during
the winters needed a specific and short-term solution that
met their needs. He believed that the bill allowed the
opportunity for Jlong-term solutions to be considered,
adopted, and inplenented in the state. During the past
several years the discretionary income for many residents
in the Interior, Southwest, and Southeast Al aska had ceased
to exist. He relayed that the rising cost of heating oil
was too expensive for nmany Alaskans to pay and was
"crushing" the average Al askan. The high price of fuel was
occurring during a tinme that the state was enjoying a
surplus due to the high price of crude oil. He expressed
that the high price in heating oil had the potential to
economcally devastate individual Al askans and their
famlies. The bill would require the State of Al aska to
of fset the hone heating costs when the price of a barrel of
crude oil rose to a point where the state was enjoying
budget surpluses. He expounded that it was reasonable for
residents to pay $2.50 per gallon while the state paid the
bal ance to hone heating dealers from budget surpluses if
the price of heating oil triggered the neasures included in
SB 99. The tenporary solution would allow residents to work
on long-term solutions that would restore optimsm about
the state's economc future. He expressed that the proposed
| egislation would allow the state to focus on its nunber
one priority that was renewable and sustainable energy
solutions and woul d protect Al askan fam|lies.

Senat or Paskvan comunicated that the bill was designed to

be easily admnistrated. Currently distributors of hone
heating oil were required to send the State of Alaska a
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monthly breakdown of the quantities of the various
petrol eum products that they sold, including honme heating
oil. He explained that the quantities of heating oil were
easy to verify and were objectively determ nable. The bil
was intended to be efficient and did not require nassive
paperwork or governnent enploynent to operate. The state
would meke the paynent directly to the heating oi
di stributors rather than to tens of t housands  of
individuals. He elaborated that there were approxinmtely
eight or nine distributors in Interior Alaska and there
were a limted nunmber in Southwest Al aska; therefore, the
program would run efficiently. The bill required an
increase to the consuner price of heating oil during each
of the next three years, which would provide the incentive
for Alaskans to maintain the weatherization progranms and
efficiency in heating costs. The bill wused the New York
Mercantil e Exchange (NYMEX) as a benchmark for triggers;
however, with the recent separation in the pricing between
West Texas Internediate (W) and Al aska North Slope (ANS)
pricing it was possible that an ANS benchmark could be
used. He relayed that there could be alternatives such as
using the benchmark and if it hit a certain benchmark price
the price per gallon could be paid down. He discussed that
the average annual consunption in Al aska was between 800
and 1000 gallons. He reiterated the bill ainmed to provide
protection for the households that heated with heating oil
and to keep them from getting crushed by high prices. He
| ooked forward to working with the commttee on the
| egislation during the interim

10: 19: 46 AM

Co-Chair Stedman wondered whether the the bill would buy
down heating fuel at a BTU equi val ency.

Senator Paskvan replied that the bill currently used the
NYMEX benchmark. He referred to benchmarks on Page 6 of the
Legi sl ative Research Report dated April 11, 2011 (copy on
file) that included the average price per gallon at $2.50
and approximately $70 per barrel. The bill wused the
benchmark price of a barrel of crude oil to trigger the
paynent .

Co-Chair Stedman asked how the bill would bring parity for
the residents that heated with fuel oil and residents that
heated with natural gas. He discussed that natural gas
available in the Railbelt area was approximately one-third
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the price of hydro, which on a BTU equival ency was around
$3.80 to $4.00 oil.

Senat or Paskvan responded that alternative heating used
t hroughout the state could be explored during the interim
A benchmark could be established based on electric or BTU
in order to determne how to distribute fromthe surplus to
Al askans in need.

10: 22: 26 AM

Co-Chair Stedman thought it would be helpful to have an
energy conparison between the BTU equivalencies for
different energy sources that included wood, natural gas,
hydro and diesel fuel, and coal. He discussed a Forest
Service study that conpared what it cost to heat a 1,800 to
2,000 square foot house in Southeast and also conpared
different areas such as Sitka, which was relatively warm
and Fai rbanks, which was col d.

Senat or Paskvan agreed. He explained that there had been an
ongoi ng discussion related to the BTU equival ency basis
between the regions and looking at the various cost
structures such as hydroelectric power, natural gas, and
nunber 1 or nunber 2 fuels. He stressed that many Al askans
in the Interior had to supplenent or displace their oil
with wood furnaces, which had resulted in serious and
negative health effects through a process related to air
quality called PM2.5. He relayed that in the Interior oi
distributors nmade deliveries in 100 gallon increnents and
at $4.00 per gallon many people could not afford the cost
for one delivery. He knew people that had been forced to
fill five gallon jugs with two or three gallons of diesel
fuel at the gas station in order to get through one night.
The problem was very real throughout Al aska and needed to
be addressed. He discussed that when the price of crude
reached $120 to $130 to $140 a barrel in 2008 it resulted
in prices of $4.00 to $4.50 per gallon in Interior Al aska
that were triple the anobunt from a decade earlier. He
opined that it was a serious econonic problem that
challenged the economic sustainability of the entire
comunity.

10: 26: 12 AM

Senator d son asked what the bill was nodeled after and
whet her there were national or international nodels that
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were aimed at alleviating energy problens. He appreciated
the bill and explained that comunities on the North Sl ope
canme from the "breadbasket" of Alaska but paid the highest
price for fuel. He stressed that the bill was not the
answer to all energy problems in the state, but that it
woul d take the edge off for sone residents.

Senator Paskvan replied that he had seen the problem and
worked to nove forward towards a solution. The bill had not
been based on a specific nodel, but he hoped there was a
national or international nodel that was based on a
sovereign that had a surplus created by the high cost of
crude oil that could benefit its residents.

Senat or O son had been informed that there was a nodel for
M ddl e Eastern countries, Russia, and Mexico that provided
individuals wthin each sovereign the ability to have a
| ess expensive price than the price that was charged for
exported fuel.

Senator Thomas appreciated the bill. He referred to other
di scussions that had centered on simlar concepts related
to other heating sources. He discussed that the Interior,
Sout hwest, and Northwestern areas of the state experienced
oil prices of $4.00 to $10.00 per gallon. There was no
telling what the inpact would be if oil reached $150 per
barrel in the next few years. He stressed that nmjor
concerns focused on the PM2.5 air pollutant issue conbined
with the high fuel cost that drove up the price of
everything including wod. He expounded that residents who
had transferred to other heating nethods had created a
| arge issue that could inpact federal transportation funds
and had forced sonme schools to limt students from going
outdoors. He explained a previous attenpt at pacifying the
entire state had resulted in a $1,200 addition to the
Permanent Fund due to the inability to agree on how the
formul a woul d have worked with the various types of fuel.

10: 30: 48 AM

LUKE HOPKINS, FAIRBANKS NORTH STAR BOROUGH, MAYOR (via
tel econference), spoke in support of SB 99. He explained
that the comunity had been |ooking at how it could |ower
energy costs. Individuals and businesses in Fairbanks had
switched to wood heat in response to high oil prices in
2008. As a result there were many health issues in the
community that had a 250 square mle non-attainnent area.
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He relayed that thousands of structures in the conmunity
were heated wth the npst expensive natural gas. He
stressed that the bill would provide relief from the cost
of energy for nost of his conmmunity. He explained that
approximately three percent of the Fairbanks househol ds had
been able to reduce their energy consunption by alnost 30
percent as a result of the hone energy retrofit program He
had heard from residents that were spending $800 a nonth on
fuel. He stressed that relief fromthe cost of heating fuel
was inperative and urged the conmittee to consider ways to
hel p residents with the rising costs of energy immediately.

10: 34: 31 AM

PAUL D. KENDALL, SELF (via teleconference), pointed out
that Al aska faced problens with energy costs and that sone
of the renmedies did not make sense. He urged commttee
nmenbers to visit the Anchorage/Mat-Su area to host a
conversation on how to help reconstruct energy for Al askan
homes. He believed that Al aska could act as an exanple for
the rest of the world.

10: 37: 27 AM

Senator O son wondered what plans were in place for the
interimto ensure that the bill would be polished and ready
to bring to the Senate Floor the follow ng year.

Senat or Paskvan responded that he would continue to speak
with other senators, would |look for nodels to help design
the program and would |ook at the BTU equival ency around
regions throughout the state. He reiterated that the goa
was to find a solution that was right for Al aska.

Co-Chair Stedman conmunicated that the U S. Forest Service
Sitka Wood Utilization Center would be a good resource and
had done a significant anount of work on BTU equival ency
and price conparisons on alternative fuels.

10: 38: 49 AM
AT EASE

10: 39: 17 AM
RECONVENED

SB 99 was HEARD and HELD in conmmittee for further
consi derati on.
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#hb155
CS FOR HOUSE BILL NO. 155(L&QC)

"An Act relating to the applicability of prevailing
wage rates to public construction contracts; and, wth
regard to public construction contracts, relating to

notifications, bondi ng notifications, filings,
noti ces, primary contractors, final payment s,
penal ties, adverti sed speci fications, required
contract provisions, termnations, lists of violating

contractors, and renedi es."

10: 39: 52 AM

REPRESENTATI VE KURT OLSEN, SPONSOR, introduced HB 155 that
updated an antiquated statute that had been inplenented in
1935. He explained that the <current trigger point on
"Little Davis Bacon" jobs was $2000.

Co- Chair Stedman asked Representative O sen to explain the
term Davi s Bacon

Representative O sen explained that Little Davis Bacon
covered state jobs and required certified payroll
prevailing wages to be paid on public |obs in
muni ci palities, boroughs, and school districts that were in
excess of $2000 in the State of Al aska. He expounded that
the $2000 had been set by the federal governnent in 1935
and had not been changed. In 1935 the prevailing wage had
been approximately $0.50 per hour; however, sone of the
artisan rates were up to $1.35 or $1.40 an hour. The
| egislation would take the limt up to $25,000 as a result
of collaborations between the Al aska Minicipal League and
two state-wi de unions. The $25,000 limt was close to the
nunber that inflation would have adjusted it for. The
nunber would be large enough to provide a neaningful and
val uabl e nunber to the nunicipalities, but would still be
small enough to prevent outside firns from bidding on
smaller jobs. He relayed that no opposition had been
expressed regarding the proposed limt change. He thanked
Barbara Huff, President of the Local 959 Al aska Teansters;
Don Etheridge AFL-CIQO and Kathy Wasserman, Executive
Director of the Al aska Muinicipal League for their work on
the bill. He thanked his staff and others.

10: 43: 33 AM
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Co-Chair Stedman explained that the intent was to report
the bill out of conmttee at subsequent neeting. He noted
that there was a zero fiscal note from the Departnent of
Labor and Wor kforce Devel oprent.

CSHB 155(L&C) was HEARD and HELD in commttee for further
consi derati on.

[ Note: CSHB 155(L&C) was heard again during the neeting and
appears later in the m nutes]

#hb183
CS FOR HOUSE BI LL NO 183(FIN) am

"An Act relating to the Village Safe Water Act; and
providing for an effective date."

10: 45: 31 AM

REPRESENTATI VE ALAN DI CK, SPONSOR, discussed that for many
years the Village Safe Water Act had done trenendous good
t hroughout the state; however, four years earlier the city
of Nenana had applied for and received a Village Safe Water
grant for a water treatnment plant, but they were infornmed
| ater by the Departnent of Environnmental Conservation (DEC)
that they did not qualify. He believed that HB 183
strengthened the Act because it addressed needs across the

state. He relayed that the bill had no fiscal note. He
explained that the bill added new comunities to the
eligibility list. The new comunities wuld not take

precedence over others and would be evaluated according to
existing priorities. He discussed that HB 183 was a
conpanion bill to SB 96. The bill raised the maxi num nunber
of residents that were eligible for funding in a village or
first class city from 600 to 1000, which allowed eight
muni ci palities that faced clean water and sanitation issues
to receive a grant. The bill added hone rule municipalities
that had a population of Iless than 1000 residents and
included the Gty of Nenana and the Gty and Borough of

Yakutat. The bill also included communities that were
represented by a council that were organized under the
| ndi an Reorgani zation Act or a Village Tribal Council. The
bill also allowed an incorporated non-profit to act as a

governing body that would provide ongoing naintenance. He
enphasi zed that HB 183 would allow villages to get the help
they needed and would ensure that there was a responsible
entity to guarantee that the noney would be spent how it
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was intended. He relayed that Nenana was waiting to do the
construction on its treatnent facility and that its system
was currently so needy that the naintenance nman was
required to check the plant every four hours during the
ni ght .

10: 49: 06 AM

Co-Chair Stedman requested a list of the communities that
woul d be eligible under the | egislation.

Representative Dick responded that the eight villages that
woul d be included were Akiachak, Kipnuk, Yakutat, Kl awock
Hoonah, N nilchik, King Cove, and Sand Point.

Co-Chair Stedman relayed that there was a zero fiscal note
f r om DEC.

Senator O son asked how communities with popul ations |ess
than 600 had responded to the proposed Ilegislation. He
wondered what the response had been from second class
cities that needed water and sewer facilities but were not
able to tax residents to pay for them He understood that
there would only be a set amount of fundi ng avail abl e.

SHEI LA PETERSQN, STAFF, REPRESENTATIVE DI CK, replied that
there had been no response from any conmunities. She
explained that Bill Giffith the project manager at DEC had
informed the sponsor that the process would not change and
that the comunities with the greatest needs would be at
the top of the priority list and would be funded. The
addition of ten nore conmmunities would not have nmuch of a
negative effect on any communities.

10: 51: 58 AM

Senat or O son expressed concern about smaller conmunities
that were vying for the sanme funding and did not have the
ability to send a spokesperson down to testify. He
di scussed that water and sewer were needed in al
communities and were very inportant from a nedica
standpoint in order to conbat health problens such as
otitis media and hepatitis. He was concerned that a
decrease in federal and state funding would increase the
conpetition for sone of the contracts.
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Representative Dick expressed his confidence that nobst of
the great needs had been net given that the Act had been in
place for a very long time and that allow ng the additional
comunities under the Act would not threaten the snaller
vi |l | ages.

CSHB 183(FIN) am was HEARD and HELD in conmittee for
further consideration.

[ Note: CSHB 183(FIN) am was heard again during the neeting
and appears later in the m nutes]

10:54:15 AM
AT EASE

11: 03: 09 AM
RECONVENED

#hb106
CS FOR HOUSE BILL NO 106( FI N)

"An Act extending the termnation 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 Departnent of Natural Resources relating to the
Al aska coastal nmanagenent program relating to the
revi ew of certain consi st ency determ 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."

11: 03: 29 AM

Co-Chair Stedman discussed the inportance and sensitivity
of the Al aska Coastal Managenent Program

JOHN BURNS, ATTORNEY CGENERAL, DEPARTMENT OF LAW i ntroduced
hi nsel f.

LARRY HARTIG  COW SSI ONER, DEPARTMENT OF ENVI RONVENTAL
CONSERVATI ON, i ntroduced hinsel f.

11: 06: 51 AM
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Attorney Ceneral Burns explained that CSHB 106(FIN)
reflected a structured bal ance that addressed the interests
of coastal conmunities and industry and ensured economc
opportunities for Alaskans. The bill structure had been
devel oped by the House Resources Conmttee, but reflected
changes based on concerns that had been expressed in the
House Resources Committee the prior week. He discussed that
the Dbill provided objective standards, a predictable
process, and a strong state coastal program that encouraged
[ ocal input and involvement but did not include |ocal veto
authority over projects. The legislation allowed coastal
districts to provide neaningful input into the regulatory
process and the opportunity to pursue and create policies
that woul d hel p assure that devel opnment was conpatible with
| ocal concerns. He stressed that it was inportant for
policies to neet specific criteria t hat ensur ed
predictability and stability to the industry and protection
of the state's interests as a whole. He discussed that the

bill facilitated and encouraged dial ogue between coastal
districts, industry, and state agencies regarding the
conposition of the Coastal Policy Board and required a two-
thirds vote for all board recomendations. He enphasized

that dialogue built wunderstanding and that understanding
hel ped to pronote agreenent. He relayed that historically
the program had been infused with difficulties and m strust
and that the current bill represented a balance and had
been built on the input of all concerned parties. Letters
of support had been received from North Sl ope Borough Mayor
Itta and industry representatives (copies on file). He
communi cated that the House had unani nously passed the bill
and that Governor Parnell supported the current bill. He
and Conmmi ssioner Hartig were present to provide an overvi ew
of the legislation and Departnent of Natural Resources
Conmi ssi oner Sullivan and staff were available for
guesti ons.

11:10:19 AM

Co- Chair Stedman requested explanation of the bill.

Attorney General Burns explained that there had been many
di scussions that had revolved around the inportance of
meani ngful input. He directed attention to Section 3, Page
2, Line 16 that created the nine nenber Al aska Coastal
Policy Board. The board consisted of five public nenbers
appoi nted by the governor that included one at-|arge nenber
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that was from a Native regional corporation, a mning
organi zation, an oil and gas organization or any other
resource devel opnment or extraction industry. Four nenbers
were appointed from list of at I|least three nanes from
various geographic regions and the governor had the ability
to reject the lists if desired. He expounded that the board
woul d be nodeled after the forestry managenent program and
was intended to build consensus and not divisiveness. The
remaining four nenbers were the conm ssioners of the
Departments of Environnental Conservation (DEC), Fish and
Gane (DFG, and Transportation and Public Facilities (DOT);
and the deputy commi ssioner of the Departnment of Natural
Resources (DNR). The conmmi ssioner of DNR had not been
i ncluded because it was the conm ssioner's responsibility
to provi de adm nistrative review  of t he board' s
recommendation. Page 3, Line 28 included the terns of the
board and provided that the public nenber could be renoved
at the pleasure of the governor. Page 4, Lines 13 and 14
reflected that recomendations would be based on an
affirmative vote of at least two-thirds of the ful
menbership in order to avoid "gamesmanship” and to
encour age consensus building. Page 4, Line 25 outlined that
the function of the board included making recommendations
to the departnent that related to the approval or
nodi fication of district plans; providing a forum for
di scussion related to "this chapter” [AS 46.40], and the
state's coastal resour ces; and to annually solicit
information from state and federal agencies to determ ne
whet her the agencies had inplenmented regulations, in order
to allow for cl eanup of i nconsi stenci es bet ween
regul ati ons.

11:14: 49 AM

Attorney GCeneral Burns directed attention to Section 6,
Page 5 that related to the duties of DNR Page 6 explained
that the obligation of the departnment was to facilitate the
transmttal of information electronically in order to
reduce costs, and to provide information to any other
person in witing designated by the district. Line 17
allowed further continuity by sunmarizing the mnutes of
the board' s discussion of issues related to this chapter
[ AS 46.40] and coastal uses and resources of the state. He
explained that the purpose was to provide a historical
background. Page 6, Line 26 stated that the plan nust neet
the district plan criteria and could not be inconsistent
with criteria adopted in AS 46.40. 040.
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11:18:15 AM

Attorney General Burns detailed that the plan was required
to neet specific items. Page 7, Items 1 through 3 were
essentially the same as current law with the exception of

Page 7, Line 2 that clarified the policies were
enforceable. Language on Page 7, Line 8 had not been
included in the previous version of the bill and required

the plan to designate any areas that nerited special
attention and a designation of enforceable policies that
woul d be applicable in the areas. He detailed that the bill
worked to provide predictability and stability; therefore,
it was necessary to determne enforceable policies that
applied to areas in need of special attention in order to
provide a clear understanding of the criteria required. He
quoted from Page 7, Line (b) that showed the plan should
neet the inplenmentation requirenments in AS 46.40.070 and
ensure that the enforceable policies were "clear and
conci se regarding the activities and people affected by the
policies; use prescriptive or performance-based standards
that are witten in precise and enforceable |anguage;
address a coastal wuse or resource of concern to the
residents of the coastal resource district as denonstrated
by | ocal know edge or supported by scientific evidence; and
enploy the least restrictive nmeans to achi eve the objective
of the enforceable policy." He enphasized that the criteria
focused on assuring balance. Section 8, Page 7, Line 28
listed the criteria that included determining a |ist of
alternative nethods of achieving policy, |ocal know edge or
scientific evidence that supported each alternative nethod,
how the alternative nethods may inpact other existing or
potential wuses, the economc effects, the technol ogical
feasibility, and any other relevant factors of the
alternative methods.

Attorney General Burns continued on Page 8, Line 9,

Subsection (b) and explained that it was inmportant for DEC
to retain jurisdiction over anything related to an itemin
the province of its authority. Section 11, Page 8, Line 27,

provi ded for the opportunity for input and a hearing by the
boar d: "I f, upon submssion of a district [coasta

managenent] plan for approval, the departnment finds that
the plan neets the provisions of this chapter., the
departnment may approve the district coastal managenent
plan, or may approve portions of the [district] plan..’
Section 12 provided the right of a heightened review on
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Page 9, Line 4. "If the departnent finds that a district
coastal managenent plan is not approvable or is approvable
only in part wunder (a) of this section, the departnent
shall explain in witing the basis for its decision.” He
expl ai ned that the coastal resource district that submtted
the plan could ask the departnment to submt the plan or
portions of the plan that were denied to the board for
recomendati ons. He remnded the conmttee of the board's
conposition and expl ained that the process was neani ngful .

11: 23: 27 AM

Attorney General Burns discussed Section 13 (c), Page 9,
Line 19. He read from the bill: "after the board has
reviewed the district coastal nmanagenent plan and submitted
recommendati ons under (b) of this section, the departnent
shall enter findings and, by order, may.." He explained that
to the extent that the board recommended, the departnent
could approve the plan or portions of the plan or do a
variety of other things that were consistent wth the
existing |law. He discussed that Page 10, Line 1 provided an
opportunity for a third review and quoted, "Only a coasta
resource district affected by a decision of the departnent
under this section mnmay request reconsideration of the
decision.”™ The reconsideration was required to be conplete
within 15 days in witing. The purpose was for coastal
districts to share their opinion. He stressed that the
reconsideration nodel was based on standards in the
judicial process. The DNR conm ssioner would review the
decision and had 20 days to nake a determnation. He
stressed that the 20-day time frane was in place to ensure
nmovenment of decisions. Wthout a determnation by the

conm ssioner, the departnent's determnation was nmade
final.
11: 26: 13 AM

Attorney GCeneral Burns discussed that Page 10, Line 13
provided the superior court wth jurisdiction over cases
that had not been settled. He expressed that Page 10, Line
16, AS 46.40.070 represented the heart of the bill as it
related to inplenentation. He quoted the requirenents:

The departnent shall approve a district coasta
managenent plan submtted for review if, as determ ned
by the departnent, the (1) district coastal mnagenent
plan nmeets the requirenents of this chapter and the
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district plan criteria adopted by the departnent; and
(2) enforceable policies of the district coastal
managenent plan (A do not dupli cat e, rest ate,
i ncorporate by reference, rephrase, or adopt state of

f eder al statute [or regul ati ons]; (B) are not
preenpted by or in conflict with state or federal
statutes [or regulations], (C enploy the |east

restrictive nmeans to achieve the objective of the
enforceabl e policies; (D) do not arbitrarily or
unreasonabl e restrict uses of state concern; (E) neet
the requirenents of (b) and (c) of this section.

Attorney General Burns noted that "uses of state concern”
were defined by AS 46.40.210 related to oil and gas
devel opnrent on federal and state Iland, transportation
i ssues, etc. He directed attention to Page 10, Line 31 (b):

The enforceable policies in a district coastal
managenent plan submitted for review under this
section nust mneet the requirenents of (a) of this
section and may establish new  standards or
requirenents that are within the authority of a state
or f eder al agency unless (1) a state agency
specifically objects to the proposed new standards or
requirenents on the grounds that the proposed
standards or requirenents (A) are based on scientific
evi dence or |ocal know edge relied upon by the coastal
resource district to satisfy the requirenents [of AS
46.40.030] but that conflicts wth the agency's
interpretation of the scientific evidence within the
agency's area of expertise.

Attorney GCeneral Burns explained that his departnent had
been dealing with the subject in a nyriad of ways and did
not want there to be a situation that resulted in conpeting
science. He opined that an agency's interpretation of
science was in its expertise and should be given deference.
He di scussed that the definition of scientific evidence was
found in the chapter and a peer review was required in
order to establish "sound science.” He reiterated that the

purpose of the bill was to create a checks and bal ances
process.
11: 30: 36 AM

Attorney GCeneral Burns read from Page 11, Line 10 and
relayed that policies could not "(B) conflict with the

Senat e Fi nance Comm tt ee 16 04/ 17/11 10:11 A M



agency's allocation of existing or planned agency's
resources to neet state policies and objectives; or (O
conflict with agency priorities or objectives, or other
state policies.”" He was happy to answer any questions the
commttee may have on the itens. He expressed that on the
subject of an agency's allocation of existing resources
that coastal district's did not have enforcenent authority.
The departnment did not want a coastal district with an
approved plan to govern how an agency used its resources.
He recited from Page 11, Line 14 that coastal districts
could not submt a plan that "proposed new standards or
requi renents address discharges, em ssions, contam nants,
conditions, risks, or other matters that fall wthin the
authority of the Departnent of Environnental Conservation..
He relayed that the bill included |anguage that required
the board to review DEC standards to mamke recommendati ons
or a report to the legislature. He explained that DEC
needed to |l ook at the state as a honobgeni zed system and did
not want to tweak policies in different areas of the state
because there was a "fine balance" between DEC and the
Envi r onnment al Protection Agency ( EPA) rel ated to
enf orcement provi si ons.

Attorney General Burns relayed that the provision on Page
11, Line 18 had been large concern of the state and

i ndustry: "An approval of coastal managenent plan wth
enforceable policies may not affect a person's rights or
aut hori zations under an unexpired permt, |ease, or other

valid existing right to explore or develop natural
resources that predates the date that the enforceable

policy becones final." He explained that it was a "limted
grandf at her provision” that allowed current standards to
continue to apply to an existing permt; however, it did

not provide an open-ended grandfather provision. A renewal
of a lease that expired in five years would be subject to
whatever the current standards were at that tinme. He
relayed that Page 11, Line 24 defined the term
"specifically objects” to ensure that an agency was not
given "carte blanche" authority to arbitrarily object. The
commi ssi oner, commi ssioner's  desi gnee, or the state
attorney general was provided with the ability to object.

11: 34: 39 AM

Attorney General Burns quoted from Page 11, Line 31:
“"Notwi thstanding any other provision of this chapter, an
enforceable policy that establishes requirenents wthin the
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authority of a state or federal agency shall be superseded
upon the enactnment of a law or adoption of a regulation
that is inconsistent with the enforceable policy.” He
rem nded the comrittee that the goal was to achieve the
ability to ensure that coast al districts had the
opportunity to see enforceable policies through. The focus
was on the "gap" provision and a state agency that had
authority to regulate a particular area may not have been
currently regulating the area for a variety of reasons
i ncluding, lack of necessity, lack of resources, etc. The
provi sion allowed coastal districts to make recommendati ons
that could beconme enforceable if the state agency deened
that the recommendati on nmade sense. He stressed that the
state should not have a provision that required it to
consent to sonething that it was stuck to indefinitely in
the future because it would encourage state agencies to
zealously guard their authority. He reiterated earlier
comments about the holistic perspectives of state agencies.
The provision assured that once a state or federal agency
had an authority to regulate and enacted a regulation that
the regul ati on becane effective i medi ately.

11:37: 16 AM

Attorney General Burns discussed that Section 16, Page 12,
Line 4 related to a consistency review. Projects were
required to go through a consistency review to ensure that
it conplied with all criteria. Page 12, Line 5 included
| anguage  about conparing a consistency review and
determ nation of a proposed project that the "review ng
entity" (typically a departnent) could request consistency
review comrents for a proposed project from state resource
agencies, affected coastal districts, or other interested
parties as determ ned by departnent regulation. He quoted
from Page 12, Line 11 that an elevated review "shall be
conducted by the conmm ssioners or deputy comm ssioners of
the resource agencies." There would be a high level, nulti-
party review that could only be requested by the project
applicant, the state resource agency, or an affected
coast al resource district in order to narrow the
constraints regarding participating parties. He contended
that it would be undesirable to have third parties to be
extraneously inpacting the decision nmaking process. He read
from Page 12, Line 22 that an elevated review "shall be
conpleted with the issuance of a witten order signed by at
| east two of the comm ssioners or deputy conmm ssioners of
the resource agencies wthin 60 days after the initial
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request of an elevated review " He enphasized that tine was
inmportant but it was also inportant to make certain there
was sufficient time for the conmmssioners to conduct a
nmeani ngf ul revi ew. In the event t hat no witten
determ nation was mnade, the decision of departnent would
becone final. There was an existing provision in statute
regardi ng the appeal process.

11:40: 49 AM

Attorney General Burns discussed that Page 13, Line 15
included the definition of the reviewing entity that was
typically DNR for a consistency review Line 18 clarified
that the comm ssioners or their deputies were responsible
for elevated reviews. He quoted Page 14, Line 10:

"l ocal know edge" neans a body of know edge or
i nformati on about the coastal environnent or the human
use of that environnent, including information passed
down through generations, if that information is (A)
derived from experience and observations; and (B)
general ly accepted by the | ocal conmmunity.

Attorney Ceneral Burns explained that it was al so necessary
that local know edge was not contradicted by credible
scientific evidence. He communicated that the bill would
sunset in 2017 in order to provide tinme to draft
regulations. He felt that a good agreenent represented a
bal ance and was an agreenent in which no individual party
was fully satisfied. He referred to letters of support that
had been provided in the packet (copy on file). He would
have liked to see sone different itens in the bill, but he
was satisfied with the result.

11:44:57 AM

Comm ssioner Hartig stressed that the objective of the bill
was to achieve a conpromse. He had sought to bring his
wor k experience and to cone up with a workable solution. He
understood that everyone was conmitted to doing the right
thing for Al askans and he appreciated all of the hard work
that went into the construction of the bill.

DANIEL S. SULLI VAN, COW SSI ONER, DEPARTMENT OF NATURAL
RESOQURCES, di scussed that when the governor had introduced
the bill in January it had represented a strai ght extension
of the program The admnistration had commtted to

Senat e Fi nance Comm tt ee 19 04/ 17/11 10:11 A M



constructively engage in the process with all stakehol ders
in a good faith negotiation on substantive changes that
others mght have had, and to change the bill's tone. He
believed that the administration had followed through on
its conmmtnent. He relayed that there had been hundreds of
hours of negotiations. He acknow edged Representative Bob
Herron, Representative Reggie Joule, and DNR Deputy
Comm ssi oner Joe Balash for their hard work. The depart nment
had sought to change the tone, build trust, and reach a
conprom se and bal ance. He stressed the inportance of the
role that balance played given that there were several
dozen stakehol ders involved. He believed the conprom se had
been reflected when the House had unani nbusly passed the
bill. He recognized the commttee's responsibility to dive
deep into the bill, but believed it was inportant to
underscore the context of the process that had occurred
t hroughout the legislative session. He had worked to keep
some of the nenbers on the conmttee informed at a high
| evel regarding the process on the House side.

11:48:28 AM

Co-Chair Stednan referred to an earlier comment that the
bill was a finely tuned balance |ike the point of a pin. He
stressed that the committee would strive to ensure that the
bill stood on even ground.

Co-Chair Stedman he wondered whether it was normnal
procedure for the governor to have the ability to renove
appoi nted board nenbers w thout cause. He read from the
bill that "the public nmenber nay be renoved at the pleasure
of the governor" (Page 3, Line 30). He asked whether the
authority was too broad in the event that issues of dispute
ar ose.

Comm ssioner Hartig responded that it was inportant to
recogni ze that sonmeone had to nmke the appointnents. He
expl ained that the intent was to provide the ability to get
a fair and balanced perspective from the board in the
formal review process. He thought that each governor woul d
work to obtain an actively participating board that would
attend neetings. Alternate nmenbers would be ready to take a
departing nmenber's place. He stressed that the board needed
to be functional, rather than fighting for a specific point
of view. The idea was for one person to be able to nmake the
selections, to look for people who were wlling to
participate, listen to others, and work through difficult
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i ssues. He explained that the purpose was not to stack a
board. He added that the |anguage had been designed based
on di scussions with others.

11:51: 52 AM

Comm ssioner Sullivan underscored that the Board of
Forestry nodel was highly regarded by nmany people
t hroughout the state and the legislature. He detailed that
it was a board that worked well and had a significant
anmount of influence. He believed that its recommendations
were often followed by the executive and |legislative
branches of governnent.

11:52: 44 AM

Co- Chair Stednman pointed out that there could be a governor
who mght take advantage of the ability to renove board
menbers w thout cause. Attorney General Burns responded
that he was correct; however, the governor was only all owed
to replace a nenber with a person on a list that had been
provi ded. The governor did not have the ability to replace
and appoi nt whonever he or she wanted. He stressed that the
nom nees were provided by the coastal districts. He
enphasi zed that there was typically a confirmation process
when "for-cause" situations existed. He explained that the
enphasis was on a working and functional board that did not
have ganesmanship or people with ulterior agendas.

Co-Chair Stedman relayed that a few years back the
permanent fund board had taken a political turn as a result
of influence by the governor. He added that the concern was
not with the current governor, but that governors cane and
went. He expressed that it was a sensitive issue.

11:55:41 AM

Co-Chair Hoffman wondered why there was such strong
| anguage regarding the governor's involvenent wth the
board and asked what the logic had been regarding the
inclusion of the governor's ability to reject a list of
nanmes that had al ready been vetted by the regions (Page 3,
Lines 2-3). He relayed that the bill did not specify
whet her the governor could reject the second list; however,
it seemed that he would not be able to. He did not believe
there was nuch give and take when the regions had a |ist of
people that they wanted and the governor was still provided
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the process of selecting a person froma list of nanmes with
the option of rejecting the list. He thought that Line 30
had the potential to intimdate board nenbers and could
cause them to be torn between pleasing their districts or
t he governor.

Attorney Ceneral Burns understood the concerns and rel ayed
that there had been significant discussion on the issue
There were constraints placed on the governor's ability to
appoint nenbers from the lists that were submtted by the
coastal districts. He expressed that Senator Hoffman was
correct that there were multiple lists allowable (Page 3,
Line 3) and there was the possibility that there could be
many |ists. He stressed that the goal was a consensus
building board and that it was the coastal district that
subm tted the nanes. He rem nded nenbers that the board had
been nodeled after the Board of Forestry that appeared to
work very well.

Co-Chair Hoffman did not believe there had been sufficient
di scussion on the matter.

11:59: 29 AM

Co-Chair Stedman wondered why a two-thirds vote was
required instead of a sinple majority (Page 4, Lines 13-
14). He relayed that it was not easy to obtain a two-thirds
vote on contentious issues. Attorney Ceneral Bur ns
responded that the premse of the board was to nake
meani ngful recomrendations that could becone policy. He
stressed that it was inportant to have a clear agreenent on
policy. The intent was to build consensus and not factions.
He added that representatives fromthe North Sl ope that had
worked on the issue felt that the |anguage was a
significant inprovenent over a sinple ngjority.

Co-Chair Stedman was concerned that individual districts
would not have the financial resources or expertise to
study economc effects of alternative nethods (Page 8,
Lines 5-6). There were a lot of differences between the
size and scope of coast al communities and snaller
comunities did not have the breadth and depth of resources
that were available to larger comunities. He expressed
concern about the fairness of the issue.

Comm ssioner Hartig replied that there had been substanti al
di scussion related to the issue. The departnent had
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primarily nmet with attorneys for the North Slope Borough
t hroughout the past week who had worked to relay the views
of other districts on the issue. The departnent had brought
up the point that the North Slope had certain capabilities
that other districts did not necessarily share. In a
conversation with DNR the departnents had determ ned that
the provisions needed to be precise, but they did not want
to express themin terns of barriers. The departnents had
decided that DNR would work wth individual districts
through regulations and budgets to ensure that the
provi sions did not becone a barrier and that DNR woul d hel p
them with departnent assistance when needed. He expl ai ned
that a different |evel of proof may exist depending on the
ci rcunst ance, such as mnor conflicting use versus
sormet hing that m ght have precluded oil and gas devel opnent
that could be significant to the state.

12: 05: 04 PM

Co-Chair Stedman wondered why there was not tighter
| anguage on Page 9, Lines 1 and 22 that included the term
"may" in the perm ssive |anguage for the departnents.

Attorney GCeneral Burns replied that the intent was to
create flexibility in the process. He explained that it was
not possible to think through every iteration and the
| anguage provided the agencies with flexibility; however,
the agencies could not act arbitrarily or capriciously. He
di scussed that once all of the factors had been considered
t hroughout the process the opportunity to say "no" was
narromy restricted and the word "shall" was used at the
poi nt of the inplenentation process.

Co- Chair Hof fman thought that Attorney General Burns was
suggesting that it was necessary to change | anguage that
related to the approval of the plan or portions of the plan
to "shall" instead of "may." He thought there was a typo in
the bill on Page 9, Line 22. Attorney General Burns asked
himto clarify the question.

12: 08: 05 PM

Co-Chair Hoffman pointed to Page 9, Line 22 that thought
t he |anguage should have read "shall approve" instead of
"may approve." Attorney GCeneral Burns explained that Page
9, Line 22 read "shall enter findings by order and nay do"
t hese t hings.
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Co-Chair Hoffman replied that Attorney General Burns had
said at the end of the process "shall" should be used for
approval but that the bill read "may approve." He
reiterated that he thought there was a mstake in the bill.

Attorney GCeneral Burns responded that they were talking
about two different processes. The |anguage in question was
related to board recommendation following its review Once
the board nade the reconmmendation the departnment was
required to take action, either by approving the plan or
portions of the plan. He explained that Line 29 required
any other action to be taken by the coastal resource
district and reflected the iterative review process. He
stressed that it becane very difficult to state other
action "shall" be taken. He expounded that it was inportant
to allow flexibility and to provide the departnent with a
choice. He pointed to Page 10, Line 17 that discussed the
requirenents of the departnent relative to the district
coastal managenent plan. |nplenmentation was addressed in AS
46. 40. 070 and the requirenents of the department were very
tightly constrained. He explained that the coastal
districts wanted the ability to provide a voice and the
opportunity to inplement policies; therefore, when the
criteria were net it becanme appropriate to restrict the
departnment's ability.

12: 11: 26 PM

Co-Chair Stedrman cited the concern that the |anguage was
too broad in Line 29 that related to other action to be
t aken.

Co- Chair Hof f man wondered what the thought process had been
regardi ng the reason for the broad | anguage in Lines 29 and
30. He believed that the requirenents for the board should
be specific and not arbitrary or undefi ned.

Attorney General Burns clarified that Section 13, Page 9
related to departnment action to be taken subsequent to the
board review He referred to Line 19 that read "after the
board has reviewed the district coastal managenent plan and
submtted recommendations, the departnent shall ent er
findings." Line 29 required that "any other action be taken
by the coastal resource district." He explained that during
the board review process, it was possible that the board
could make recomendations that the departnent had not

Senat e Fi nance Comm tt ee 24 04/ 17/11 10:11 A M



consi dered; therefore, the departnent would be allowed to
ask for suppl enment al information from the coastal
districts. He reiterated that agencies could not take
arbitrary or capricious action and that the opportunity for
judicial review was provided.

Co-Chair Hoffman felt the answer was insufficient.

12:14: 50 PM

Senator MQuire wondered why it was necessary to renove
| anguage in the current statute that required nediation
after difference of opinion and additional steps if
differences were not resolved (Section 13, Page 9). She
believed the administration had alluded that some type of
medi ati on woul d occur between the board and the agency. She
opi ned that the renoval of the existing statutory |anguage
could be detrinental to the process and a potential escape
away from continued di al ogue between parties.

Attorney General Burns replied that nenbers of coastal
districts had expressed dissatisfaction with the current
nedi ati on process. He explained that the new |anguage
forced review by the conm ssioners and was not vague about
who the nediators would be. He believed that the review was
much nore neaningful as the decisions would be made by
t hose who were inpacted.

Comm ssioner Hartig echoed that coastal districts felt that
the current nediation process mght not |ead anywhere.
Districts had vocalized that they wanted to see the
reinstatenent of a review board as it had worked in the
past. The idea of the review board was to allow a back and
forth conversation w thout nediation. He explained that the
review board would be able to nmake its recomendations to
the departnent and based on the recomendations the
department would be able to approve the plan or to ask for
continued work in other areas prior to approval.

12:18: 49 PM

Senator Thomas provided a scenario in which a smal

resource devel oper along the coast was positively affected
by a district coastal nmanagenent plan submtted to the
departnment. He wondered whether (E) on Page 10 related to
the intricacies of the process that would occur in the
event that the departnent made nodifications to the plan
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and then subnmitted the plan to the review board. He
surmsed that the departnment would provide a fina
adm ni strative order. He wondered what recourse the
devel oper would have in the event that the departnent's
nodi fications negatively inpacted the devel oper's project.
He asked if the devel oper's choice would be to go to court.

Attorney General Burns answered in the affirmative. He
enphasi zed that the departnent would be required to explain
the basis of its decision in witing. The next step would
be a board review, and the final step would be the judicial
process. However, the purpose of the review board was to
help create the opportunity for dialogue. The goal was to
nove towards comuni cation and away fromlitigation

12: 21: 31 PM

Senator MQ@ire discussed that the word "shall" was
included in the departnent review and approval requirenents
(Section 15, Page 10) and followng the words "federal
agency" the word "unless” was used (Page 11, Line 3). She
believed it was a two part process because even when the

tenets were net in the first section it was still possible
to run into problens later. She was concerned about
"unl ess” | anguage that read "agency priorities or

objectives or other state policies" (Lines 12 and 13,
Subsection C). She understood that the goal was to nove
forward wth consistency and conprom se; however, she
believed that the |anguage was overly broad and vague. She
wondered how the proposed |anguage had been arrived upon
and how a person neeting the test would know what an agency
priority, objective, or policy was.

At t or ney CGener al Bur ns deferred t he guestion to
Comm ssi oner Hartig.

Comm ssioner Hartig replied that it was necessary to take a
| ook at the coastal districts and agencies involved and
wher e t hey drove their authorities, duti es, and
responsibilities. He explained that the agency authorities
including objectives and priorities cane from the
| egi slature and the constitution. The concern was that a
coastal district authority could overlap with a state's
duty and that the state m ght not object because of various
reasons including, nore pressing state priorities, |ack of
resources, etc. If the coastal district could show that a
need would be filled and was supported by |ocal know edge
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or scientific evidence and that the least restrictive neans
were being used then state agencies would allow them to
fill the need. However, districts did not have enforcenent
authority and did not issue or enforce permts. In the
future when soneone applied for a state permt and there
were enforceable policies on the books it was necessary for
the departnent to look at the district plans to make sure
that the proposed product was consistent with the district
plan in order to ensure consistency provisions or
restrictions were included in permts and needed to be
enforced. The concern was about how the coastal district
plan would inpact the agency's other priorities from the
| egislature and whether both <could be achieved. The
| anguage provided the agency with the discretion to decide
whether the district plan was inportant enough for the
agency to give up sone of its resources or other priorities
that it hoped to achieve. He elaborated that the provision
was included to deter conflict between coastal districts
and the state agencies that had priorities set by the
| egi sl ature, statutes, and budget. He added that it was not
possible to predict all of the situations that may ari se;
therefore, the legislative legal drafters recomended that
the | anguage needed to be broad. He comunicated that the
provi sion was not intended to act as a barrier but to make
t hi ngs work between agencies and the districts.

12:28: 06 PM
AT EASE

12: 36: 26 PM
RECONVENED

12: 36: 36 PM

Co- Chair Stednan wondered whether the |anguage "shall be
conpleted with the issuance of a witten order signed by at
| east two of the comm ssioners of the resource agencies or
their deputies” required a signature or interaction by the
conm ssioner of the Departnent of Fish and Gane (Page 12,
Lines 22 and 23). Conmissioner Hartig replied that there
were three resource comm ssioners that included DFG DEC,
and DNR He explained that a mjority vote would be
required for appr oval by two out of the three
conmi Ssi oners.
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Co-Chair Stedman asked whether two conm ssioners could
override the DFG conm ssioner. Comm ssioner Hartig answered
inthe affirmative, but deferred to Attorney General Burns.

Attorney GCeneral Burns responded in the affirmative. He
el aborated that it would be the issuance of a decision on
an elevated review. The next step included that the
departnment would issue a final determ nation. He renmarked
that there would be the possibility of disagreenent, which
woul d be hel pful in providing a candid di al ogue.

Co- Chai r Hof f man opi ned t hat t he i ssue needed
clarification. He enphasized that the issue of subsistence
i npacted far too nmuch of the state for the comm ssioner of
DFG to be excluded. He stressed that one of the
conm ssioners had to be from the Departnent of Fish and
Gane.

12: 39: 34 PM

Co- Chair Stednman expressed concern about the statenent "not
contradicted by scientific evidence" follow ng |anguage
that read "derived from experience and observations; and
generally accepted by the local conmunity,”™ and "local
know edge, " (Page 14, beginning on Line 15). He told a
per sonal story from his childhood about a Nationa
CGeographic show on the ocean. The show had stated that
nothing existed in the ocean below 200 fathons and his
grandfather had disputed the statenent because he had
fished black cod at a depth of 300 fathons.

Attorney Ceneral Burns followed up on Co-Chair Hoffmn's
earlier question related to the involvenent of the DFG
comm ssi oner on subsistence decisions. He believed it would
be highly wunusual for the other conmi ssioners to not
provide deference to the Fish and Ganme conm ssioner on
something that fell wthin the expertise of DFG He
enphasized that the bill worked to restore a |evel of
trust.

Co- Chai r Hof f man r esponded t hat Al aska' s uni que
circunstances that did not exist in the Lower 48 should be
acknowl edged. He disagreed with the departnment if it did
not think it was necessary to acknow edge the state's heavy
dependence on subsistence. Attorney General Burns replied
that he had lived throughout Al aska for 51 out of his 52
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years and was intimately aware of the concerns and
appreci ated the comment by the co-chair.

12:43: 57 PM

Attorney GCeneral Burns addressed Co-Chair Stedman's concern
regarding scientific evidence. He discussed that it was
possi ble that scientific evidence did not cover everything;
however, the definition of scientific evidence tal ked about
the structure of what qualified. He deferred to any
addi tional remarks from Conm ssioners Hartig and Sul |ivan.

Co-Chair Stedman remarked that a current exanple of
scientific evidence not matching |ocal experience was
related to ice in the Arctic. Conmssioner Sullivan
stressed that scientific evidence would have to fit wthin
the tight definition laid out on Lines 17-30 and that an
agency official would not inmediately be given deference
wi t hout consultation of the definition.

Co-Chair Stedman wondered why the bill structured the
report the way it had and whether there was a need to
repeal a "carve-out" dated July 1, 2013 to induce a
reasoned report (Page 16).

Comm ssioner Hartig replied that the purpose of the review
board was to take an objective view on questions raised by
interested parties. He explained that DEC had a public
process that allowed people to recommend changes to
standards on a broad or district level. He explained that
out of fairness and respect to Representative Joule and
others the departnents felt there should be a provision
that allowed the review board to serve its function of
reviewing regulations and to look at the DEC carve-out.
The bill referred not only to the carve-out, but to
regul ations and applicable state and federal statutes and
regul ations. He discussed that DEC was very constrai ned by
federal |aw and processes regarding air and water standards
or cleanup spill prevention and response. He expounded that
if a district desired to set a water quality standard the
departnment believed that setting it should be as rigorous
in substance and in process. He believed a review commttee
woul d be able to get into details about what was involved
in applying, nmonitoring, enforcing, and setting standards.

12:48:41 PM
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Co- Chair Hof fman thought the |anguage was needed, but felt
that it would be better to include a sunset provision that
woul d occur in two years when the report was submtted. He
expl ai ned that the |anguage could be reinstated if it was
still needed, but if <change was necessary that true
di al ogue coul d happen at that tine.

Co-Chair Stedman discussed the three fiscal notes. The
first was from DNR for $664,100 in general funds to cover
the costs of the Al aska Coastal Policy Board. There were
two fiscal notes from DEC. one for $10,000 in interagency
receipts and $5,000 in general funds to cover the
comm ssioner's travel and costs associated with reporting
requi renents; and one for the water quality program for
$20,000 in general funds to cover travel and staff costs to
attend board neetings. He added that the top fiscal note in
the nenber packets picked up the costs of the program
novi ng forward.

Senat or O son wondered whet her Page 7, Line 8 addressed the
designated areas. He understood the inportance of balance
and discussion. He relayed that his areas of interest
included the inplenentation of a coastal policy body,
designated areas, and the DEC carve-out. He thanked the
testifiers for their time and effort on a subject that had
affected the people in his district.

Attorney GCeneral Burns replied Page 7, Line 8 reflected
that an area of special attention would be designated and
the enforceable policies that were applicable in the areas.
There had been a provision in the House Resources version
of the bill related to the state's ability to require a
designation. He explained that Representative Joule had
asked a question during a House Finance neeting in regards
to assurance that DNR would deal with designations. He had
provided a letter dated April 17, 2011 to the co-chairs and
Representative Bob Herron that net the assurance (copy on
file). He was happy to provide a copy of the letter to
menbers.

12:53: 09 PM

Senator O son requested a copy of the letter. He wondered
whether there was a tineline for the section that began on
Page 9, Line 6. He had heard frustrations about the
deci sion making process and plans that had been put on
hol d.
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Attorney Ceneral Burns surmsed that the information was in
the existing statute. He explained that the bill focused on
paragraphs that had nerited changes and that the only
change to the particular section required a decision to be
communicated in witing. He el aborated that the expectation
was that tine franes existed. The focus of the section was
to assure coastal districts that there was a neaningful
di al ogue and basis upon which a decision was made in the
revi ew process.

Senat or O son wondered about a tinmeline for t he
adm ni strative process and guot ed from the bill,

"enforceable policy becones final when its adoption is no
| onger subject to further review through either a judicia

or administrative process” (Page 11, Lines 21-23). Attorney
General Burns replied that the departnment did not want a
regulation to start that could be challenged and flipped by
the court. He explained that there could be the opportunity
for a person to submt materials to the board for review
and it was difficult to determne the tineline because
there could be nultiple hearings with no ability to control

the court's cal endar.

12: 56: 18 PM

Senator O son wunderstood that the departnment could not
control a judicial review, but that it could control the
adm ni strative process. He believed the inportance of the
tinmeline was to provide the ability for the departnment to
i npl enent the proposed plan in the event that the courts
did not nmake a decision or provide a plan of action.
Attorney GCeneral Burns agreed, but contended that it was
inplied in the bill. He explained that the standard for the
adm nistrative review was either the 20 days wunder
reconsideration or the 60 days in conjunction with board
review, or the 60 days in conjunction with a consistency
review. He relayed that the times wuld control the
adm ni strative revi ew process.

Senator (O son expressed concern about the lack of
definitive tinelines and that the power was still wthin
the Departnent of Natural Resources. Attorney General Burns
replied that he understood the concerns and that the focus
of the bill had been to create balance that addressed
concerns regarding definitive tinelines.
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12:58: 46 PM

Senat or Thomas asked whether there would be a conplete
record kept of all nmeetings under 46. 40, i ncl udi ng
subsequent reviews, and read from Page 6, Line 17

"sunmarize the mnutes of the board' s discussions of issues
related to Chapter 46.40 and coastal uses of its resources

of the state.” Attorney GCeneral Burns replied that the
board would nmaintain its own records, but many tines a
board just kept records. The provision forced the

departnment to participate in the review process and provide
a sunmarization of the mnutes. The goal was to create
anot her layer that summarized discussions and provided an
opportunity for a person to |look back at the record and
eval uate the basis of the sunmarization. He explained that
the provision would also provide an index that would help
save frustration and tine in the event of an appeal.

1: 01: 10 PM

M KE  SATRE, EXECUTI VE DI RECTOR, COUNCIL OF ALASKA
PRODUCERS, testified in support of CSHB 106 (FIN. He
believed that the legislation was a carefully crafted
agreenent that allowed local districts to protect coastal
areas and for a responsible and predictabl e pathway towards
the devel opnent of the state's resources. He opined that
the bill addressed the concerns of local districts related
to subsistence, allowed them to create approvable plans
wi th enforceable performance based standards, and provided
districts with the ability to provide neaningful input. He
relayed that the mning industry was happy that resource
i ndustries would have a seat on the policy board and was
supportive of the detailed procedure related to elevated
di sputes. The council believed that the bill fit its policy
that permtting should be science based, rigorous, non-
duplicative, and predictable. He understood that conmttee
nmenbers had concerns about aspects of the bill and asked
that nmenbers work to ensure that all parties could stil
agree on a path noving forward.

1: 04: 01 PM

Co- Chair Stednan asked whether Attorney General Burns had
any additional remarks.

Attorney Ceneral Burns reiterated that an incredi ble anount
of time had gone into the crafting of the legislation from
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all parties concerned. He enphasized that Departnent of
Fish and Gane Commissioner Cora Canpbell had been
instrunmental in providing comments throughout the process
and that the four <conmissioners had been intimately
involved in the process. He believed that the words of
North Slope Mayor |Itta rang true (copy on file). He
stressed that because the bill had not been endorsed by any
particular entity it was the best and reflected bal ance. He
read from Page 2 of Mayor Itta's letter: "I'm very pleased
to see that this bill reconstitutes a coastal policy board
and we understand that designated areas have been limting.
It also establishes clear mechanisns for the state and the
districts to engage in the process |eading to approved

policies." He comunicated that all involved parties had
concerns, but that the bill represented a bal ance.
1:06: 37 PM

Co-Chair Hoffrman felt that the prior conmttees had done
their due diligence in their review of the bill. He opined
that the process was not conplete and that it was i ncunbent
on the Senate Finance Committee to conduct its own due
diligence and to make changes that it believed would
i mprove the programfor citizens and the State of Al aska.

CSHB 106 (FIN) was HEARD and HELD in conmttee for further
consi der at i on.

#hb183
CS FOR HOUSE BILL NO. 183(FIN) am

"An Act relating to the Village Safe Water Act; and
providing for an effective date."

1: 07: 37 PM

Co-Chair Hoffman MOVED to report CSHB 183(FIN) am out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal note.

CSHB 183(FIN) am was REPORTED out of commttee with a "do
pass" recomendation and with previously published fiscal
note: FN1 (DEC).

#hb155
CS FOR HOUSE BILL NO. 155(L&Q)
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"An Act relating to the applicability of prevailing
wage rates to public construction contracts; and, with
regard to public construction contracts, relating to

notifications, bondi ng notifications, filings,
noti ces, primary contractors, final payment s,
penal ties, adverti sed speci fications, required
contract provisions, termnations, lists of violating

contractors, and renedi es."

1: 08: 32 PM

Co-Chair Hoffman MOVED to report CSHB 155(L&C) out of
comm ttee wth i ndi vi dual reconmmendat i ons and t he
acconpanyi ng fiscal note.

CSHB 155(L&C) was REPORTED out of commttee with a "do
pass" recomendation and with previously published fiscal
note: FN1 (LWF).

1: 09: 15 PM

Co-Chair Hoffman MOVED to ask wunani nous consent that the
Senate Finance Conmittee authorize the <chair of the
Conmittee to expend an anmount not to exceed $200,000 in
Senate Finance Commttee funds to acquire the contractua
services necessary to conduct a detailed study of oil and
gas enploynent on Alaska's North Slope that included an
analysis of work activities, job classifications, wages,
contractual labor and hiring practices and the industry's
use of resident versus non-resident enploynent.

Co- Chair Stedman OBJECTED for the purpose of discussion.

Co-Chair Stedman explained that the commttee had received
conflicting enploynment information from the industry and
the Departnment of Labor and W rkforce Devel opnent. The
i ssue needed to be sorted out in order for the conmittee to
have a discussion the foll ow ng session. He expounded that
the study should be conducted during the fall to allow the
Senate Labor and Commerce Conmittee time to review the
findings prior to the conclusion of its dialogue on the oil
and gas situation in the Arctic.

Co-Chair Stedman W THDREW hi s OBJECTI ON

There being NO further OBJECTION it was so ordered.
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1:10: 36 PM
RECESSED

#
ADJ OURNVENT

The neeting was adjourned at 11:40 PM
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