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CO CHAIR THOVAS WAGONER called the Senate Resources Standing
Commttee neeting to order at 3:35 p.m Present at the call to
order were Senators Stevens, Welechowski, French, Co-Chair
Paskvan and Co- Chair Wagoner.

HB 185- EXEMPT DI SCHARGES FROM USE OF MUNI TI ONS

3:36:46 PM

CO CHAIR WAGONER announced HB 185 to be up for consideration
[ CSHB 185(RES) was before the conmmttee]. He said this bill was
heard twice by the conmttee and a noti on was pendi ng.

3:37:03 PM
SENATOR MCGUI RE j oi ned the comm ttee.

3:37:50 PM

REPRESENTATI VE TAMM E W LSON, sponsor of HB 185, explained that
a problem was created when the Alaska Cean Witer Act was
amended in 2008 to its current form The state's |ong standing
conprehensive mlitary munitions exenption, AS 46.03.100(e)(7),
says "unless it results in a discharge into waters of the United
States" and this |[|anguage potentially allows for a nore
expansive unintended application of Alaska's Cean Wter Act
than the federal Cean Water Act (CWA) due to the many and
varying interpretations of "waters of the US."

The proposed anendnent in HB 185: "unless otherw se regul ated by
the federal Water Pollution Control Act”" wll mintain the
state's primacy and at the same tinme allow Alaska mlitary
ranges to conply with state |aw by operating in accordance wth
federal law. If not passed, the possibility exists that mlitary

ranges would have to curtail operations because of wunique
interpretations of Alaska law even if the ranges are in
conpliance with federal law. A consequence of the potential

l[imted uses of the mlitary ranges is that the U S. Departnent
of Defense (USDOD) could decide to use this decision to downsize
Alaska's mlitary presence. The bottom line is that HB 185
mai ntai ns Al aska's prinmacy, protects the environnment and all ows
mlitary exercises to continue wthout potential |egal issues.

REPRESENTATIVE T. WLSON said she took this bill on because
Eiel son is one of the bases that could Al aska could potentially
| ose.

3:40: 11 PM
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CO CHAI R PASKVAN said |ast year one of his responses indicated
that the effects and purpose of the legislation weren't clear
and asked the drafting attorney what he thought.

3:40: 47 PM

ALPHEUS BULLARD, Legi sl ative Attorney, Legislative Affairs
Agency, Al aska State Legislature, replied that he thought the
sponsor had spoken to that. He didn't know if there was any

distinction in enforcenent of "into the waters of the United
States"” or what is regulated under the Cean Water Act. At this
moment there is no difference. If the state were to nore

stringently define "waters of the United States" in the future,
there m ght be sone deviation.

3:41:31 PM

CO CHAI R PASKVAN asked if the issue of primacy is to establish
the Al aska Departnent of Environnental Conservation (ADEC) as
the procedural agency to handle permitting with the federal |aw
being the only substantive | aw appl yi ng.

MR. BULLARD answered that was his understandi ng.

SENATOR W ELECHOWSKI asked if the essence of this bill is
changing current |aw that says "firing or other use of nunitions
in training activities is allowed unless it results in discharge
into waters of the United States" to "waters regul ated under 33
UsSC 12.51.13.76."

MR. BULLARD answered yes. One other change includes the word
"service", but it doesn't expand the |anguage.

SENATOR W ELECHOWSKI asked if passing this |law nmeans Al aska is
turning over its sovereignty and allow ng the federal governnent
to decide what the definition is.

MR. BULLARD replied that wasn't entirely fair to say. He didn't
think the state has that much to say about federal waters
whether it's US waters or the C ean Water Act.

SENATOR W ELECHOWSBKI recapped that they are saying there is a
law on the books against shooting munitions if it results in
di scharge into the waters of the United States and that is being
changed to give control over what happens on a mlitary base

regarding nunitions to the federal governnent. In other words,
the federal governnent could change the law in a way that maybe
we wouldn't like and by passing this, Alaska is losing its

authority in that regard.

SENATE RES COW TTEE - 5- March 5, 2012



3:45: 10 PM

MR. BULLARD replied that some latitude is lost, but he didn't
know how much. The |anguage "waters of the United States" was
originally selected when this section was drafted to conply wth
the Clean Water Act and the sponsor was seeking to keep this
section consistent wwth the C ean Water Act.

CO CHAIR PASKVAN said getting to the point, assune that the
federal governnent standard stays the sanme and Al aska eventually
wants to have a say in what is discharged into its waters. Does
this bill authorize that?

MR. BULLARD replied it's possible in the future, that the state
m ght nore strictly construe "waters of the United States" than
the federal Pollution Control Act does, but whatever happens in
federal waters will eventually be under the say of the federa
government, so he didn't know how nuch sovereignty would be
| ost.

CO CHAIR PASKVAN said there was a "big dust up" in Interior
Al aska | ast year on the issue of what waters are state and what
waters are federal. Utimately the question is: can Al aska have
a substantive say if this |aw would say that the federal law is
the only substantive law that would be considered under any
permtting process? If the federal law is the only substantive
law, that seens to elimnate Alaska's voice if we had a specific
concern as to discharges into the waters in Al aska.

MR. BULLARD recognized his concern as legitimate, but wthout
under standing what the future changes mght be it was hard for
himto commrent.

3:48: 33 PM
CO CHAI R WAGONER said not passing this law could jeopardize at
| east two bases in the State of Al aska due to the lack of their
inability to operate on their firing ranges. Is that the essence
of this bill and is the federal governnent trying to help us out
with that?

MR. BULLARD replied that those were policy considerations and he
didn't know what the considerations of the mlitary or the
federal government are. Wthout the state's own definition of
"waters of the United States,"” they lack certainty. Having a
specific law cited would provide certainty as to how this is
going to be enforced.
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CO CHAIR WAGONER said he wanted to hear from the mlitary side
of this issue.

3:49: 29 PM

MCHUGH PIERRE, Deputy Conmi ssioner, Departnment of Mlitary &
Veterans Affairs (DWA), said the fact is that everyone is at
risk right now Alaska, as a state, is already conpeting wth
other states to nake sure we are in an environment in which it
is the easiest to do business. That means putting provisions
into law that nake sure Alaska is the best place to do business
for the mlitary.

He said this is one of those areas the mlitary said could be a
hi ndrance and offered to help clean it up so it still mrrors
what the state wants to do and what the federal governnent needs
under the Clean VWater Act. In summary, he said, if there is any
guestion about what can and cannot be done in the future,
i nstead of operating in a grey area, USDOD will operate where it
knows it can take care of business.

CO- CHAIR PASKVAN asked if ot her states' departnments  of
envi ronnmental conservation maintain nore than just a procedura
role. In other words do other states have their substantive
state |l aw operate with the substantive federal |aw.

MR. PIERRE replied that he couldn't speak to other states

envi ronmental conservation departnents, but every other state
has this exenption very clearly defined for mlitary firing
ranges. Alaska is the only state that does not; and we did have
it defined wuntil we accidentally changed it and didn't
incorporate this into it.

CO- CHAI R PASKVAN mused maybe it's ADEC, because they were going
to take over primacy last fall, and then they haven't.

3:52: 05 PM

SETH BEAUSANG, Assistant Attorney General, Cvil Division

Envi ronnmental Section, Departnent of Law (DOL), representing the
Department of Environnental Conservation (DEC), Anchorage, AK,
said DEC assuming primcy over these kinds of permts is a
mul ti-stage process and they hadn't gone through all the stages,
but they are in the process.

CO- CHAI R PASKVAN asked if he knew whether other states nmmintain

a say in their substantive laws to their state's C ean Water Act
in simlar situations.
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MR. BEAUSANG answered that he didn't know, but he would research
it.

CO CHAI R PASKVAN asked how many states have sought prinmacy under
these circunstances where the state DEC is applying substantive
federal |aw

MR. BEAUSANG said he didn't know that either, but he would
research it and provi de an answer.

3:53: 58 PM

KEVIN WARD, Regi onal Counsel, Regional Environmental Ofice, US
Arny, Denver, CO said was he was speaking on behalf of the US
Department of Defense Regional Environnmental Coordinator. He
believed that approxinmately 45 states have primacy for their CWA
progranms and in part they rely upon the substantive requirenents
of the federal CM in establishing their state |aw requirenents.
In the Alaska situation, he said, even wth the proposed
changed, the state and its DEC would be in a position not just
to inplenent procedural requirenents, but also to inplenent
state substantive requirenments as it would pertain to
classifying state waters. For exanple, what types of discharges
would be allowed to waters in the state, pollutants, discharge
l[imtations, et cetera. This amendnent exclusively addresses the
i ssue of what waters would be covered. To answer that question

there would be reference to the federal CWM. Oherw se, the
state procedural and substantive requirenents woul d apply.

SENATOR W ELECHOWSKI said he had a note saying this bill doesn't
change anything and that there may be a change in the future by
the federal governnent and asked if it is fair to say that
not hi ng changes if they pass this bill today.

3:57:12 PM

MR. WARD answered that the ADEC program is being inplenented
through a nunber of stages. The stage that would apply to
mlitary nmunitions and ranges according to the current schedule
will not be inplenented until October 2012. So, if sonmething is
not enacted today and since USEPA remains the authority, nothing
woul d change. But after October 2012, it is possible that this
woul d have an effect depending on how "di scharge waters into the
US'" is interpreted. If it is interpreted in a way that is unique
to Alaska as opposed to the requirenments of the federal CWA,
t hat coul d have a negative effect on mlitary operations.

COCHAIR WAGONER said the econonmy in his district was not
dependent upon the mlitary and asked how nuch a situation |ike
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this would weigh in deciding whether to keep a base open, nove
it or close it down.

MR WARD replied that he was not privy to base closure
di scussions in the DOD, but after the last round of base
closures in 2005 a nunber of criteria were used to evaluate
bases and installations throughout the US. One was mlitary
value: factors included an installation's ability to absorb
current and future nunitions requirenents, whether the condition
and availability of land facilities and air space including
training areas were suitable for training and staging and
whether the nmilitary installation had the ability to accommobdate
unf or eseen conti ngencies et cetera.

4:00:48 PM

SENATOR W ELECHOWSKI said he was trying to balance the state |aw
on the books right now that controls firing of nmunitions into
the waters of the US - his district backs up to a mlitary base
and there have been firings of nunitions into waters and |and
that have had environnental inpacts - and his concern about
turning the state's right to control where munitions are fired
over to the federal governnent that could say it's okay to do
t hat .

CO CHAI R PASKVAN sai d he understood the intent and he heard that
this law would only be necessary if ADEC were to interpret the
law differently than it currently interprets it. But if that
doesn't happen in Cctober 2012, then this law isn't needed.

4:03: 24 PM
REPRESENTATIVE T. WLSON said that laws are good only until they
get sued and that is the purpose of this neasure. Do we want to

wait until OCctober? In March, they will be |ooking at Eielson
and all the relevant legislation and the question is if this
will be one of the black marks that goes on the eval uation. She

t hought they should act now and added that she wouldn't put this
forward if she thought it jeopardized anything with the CWA or
pol luti on, because the State of Alaska is good at taking care of
its | and.

4:05: 04 PM

CO CHAI R WAGONER asked if one of the reasons the Striker Brigade
was noved to Al aska was because of the ability to train better
than in other areas in the US.

MR. PIERRE answered yes; Alaska has two brigade conbat teans
now, 3,500 to 4,000 troops between Fort Wiinwight and Joint
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Base El nendorf-Richardson (JBER); wth their famlies that's
7,000 to 8,000 people. The USDOD just announced at a defense
community conference |ast week that the Arny is going to cut two
of the eight brigade conbat teans; two of those eight are in
Al aska. The primary reason Al aska is a good place for the Arny
to be is because it has the open access to training. Senator
W el echowski's district has a |large section for training on the
Mount ai nsi de: but the Joint Pacific Al aska Range Conplex is in
the Interior near Senator Paskvan's district and the |egislature
just invested close to $80 nmillion to build a bridge for Striker
vehicles to access it.

CO CHAI R PASKVAN sai d he understood that the USEPA supports this
measure, but he wanted the ADEC to explicitly respond to the
guestion of if they are wlling to give up Alaska s future
i nvol venent in clean water.

MR. PIERRE replied that it wouldn't be proposed here if they
weren't.

CO CHAI R PASKVAN said he wanted to hear that explicitly fromthe
adm nistration that they are willing to give up that right.

4:08: 05 PM

MR. BEAUSANG said because he was primarily present to answer
| egal questions he hesitated to answer the question directly,
but he noted a letter submtted to the conmttee in the |[ast
session making it clear that DEC supports this change. The
general reason is that is an effort to pronbte consistency
bet ween state and federal requirenents.

It's also not accurate to say that ADEC is giving up its role in
CWA permtting even for nunitions discharges. They will have a
role to the extent that permts are required: the departnent
woul d i ssue body and state standards that would apply. The only
thing this act is trying to do is to nmake it consistent between
state and federal |aw when those pernmits would be required.

SENATOR MCGQUI RE said she supports the bill and added that it's
easy to let yourself go down rabbit trails. Evidence shows that
every other state has it and Al aska had it up until 2008 and she
wasn't aware of any catastrophic incidents. Keeping the bal ance
between state and federal gover nirent primacy is always
difficult, but she didn't want to do anything at this stage that
woul d render Al aska |ess conpetitive when Base Realignnent and
Cl osure Commi ssion (BRAC) closures are being discussed. Defense
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spendi ng has gone way down and it's not a given that Al aska gets
the support it has had in past years for its bases.

4:11: 36 PM

SENATOR W ELECHOABKI said his concern was that under current
law, a provision says you can't fire nmunitions if it results in
a discharge into the waters of the US. W would be saying you
can't fire munitions in a training area unless it's otherw se
regul ated under the federal Water Pollution Control Act (WPCA)
Passing this would be changing state |law where the state
directly controls what it is allowing and disallow ng and giving
it to the federal governnment. |Is that a correct understandi ng?

MR. BULLARD responded that current |aw has an exenption for
munitions fired from active ranges that go into the waters of
the US. Under HB 185, the state would have an exenption for
munitions unless the nmunitions that went into the waters of the
US were otherwise regulated by the federal WPCA, which is the
current interpretation under "waters of the United States.” It's
possible in the future that "waters of the United States" could
be defined differently so that those two were not aligned.

CO CHAI R WAGONER asked with passage of this bill if they would
remai n al i gned.

MR. BULLARD answered yes.

SENATOR MCGUIRE noved to report CSHB 185(RES) from conmttee
with individual recomendations and attached fiscal note(s).
There were no objections and CSHB 185(RES) noved from the Senate
Resources Standing Comm ttee.

SENATOR W ELECHOWSKI said he contenplated objecting, but he
t hought he understood the bill a Ilittle better wth the
expl anat i ons.

CO CHAI R WAGONER handed t he gavel to CO CHAI R PASKVAN

4:15: 26 PM
At ease from4:15 to 4:17 p. m

SB 153- NATURAL GAS STCORACE TAX CREDI T/ REGULATI ON

4:17: 36 PM

CO CHAI R PASKVAN announced SB 153 to be up for consideration.
[CSSB 153( ), version 27-1LS1187\1, was before the conmttee]. He
said Senator Thomas presented the nerits of the bill at the
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February 9 neeting and testinmony was taken. He noted the new
commttee substitute (CS)

4:18:35 PM
COCHAIR WAGONER moved to adopt CSSB 153( ), version 27-
LS1187\ D.

CO- CHAI R PASKVAN obj ected for discussion purposes.

4:19: 24 PM

SENATOR JOE THOWAS, sponsor of SB 153, recapped that the cost of
fuel oil, particularly in the Interior and through nuch of the
northwest and western part of the state, is crippling the
econorny. |In Fairbanks, heating fuel is $4 a gallon and people
are spending $667 mllion annually on energy costs or about

$6, 667 for every man, woman and child; and much of this noney is
| eavi ng the comunity.

He expl ained that Fairbanks currently pays $23.35 for 1 bcf/gas
and $.23 per kilowatt hour for electricity. Heating bills run
$1,000 to $1,500 a nmonth for Septenber through April. He said
that many Al askans take advantage of the weatherization and
energy efficiency prograns, but these increased costs have eaten
up nmuch of the savings and while the increasing price of oil is
great for the state it's crippling for individuals.

He said that natural gas is the |owest cost fuel, but it's three
times the price in Southcentral and it is only available to
1,100 custoners in Fairbanks because Fairbanks Natural Gas
(FNG, the distributor, is limted by what it can get. If the
winter is cold in Southcentral as well, FNGis the first one to
be Ilimted on the anmpbunt of gas they can purchase and resell
The ones that have auxiliary power are cut off first.

SENATOR THOVAS said Fairbanks has distribution |ines, but they
aren't connected up because of the natural gas limtation. |If
they could access nore gas, things would be different. This is
why the trucking project has conme to light. SB 153 begins to
address that problem by incentivizing the private sector to
deliver additional trucks of natural gas to Fairbanks over the
next couple of years. It would extend $15 million of tax credits
to a liquid natural gas trucking project such as the one
proposed by Golden Valley Electric and Flint HIlls with some
i nvol venent from FNG This is basically equivalent to $15
mllion in tax credits that currently is applicable to the Cook
Inl et Gas Storage Al aska project (ClINGSA).
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SENATOR THOMAS said he was looking to drive the price of gas
down in the Interior through the use of the credits, because it
is a regulated utility, so savings have to be passed through to
t he consuners.

4:23:42 PM
CGRIER HOPKINS, staff to Senator Joe Thonas, explained that
version D has one substantive change fromversion |I; the rest is

formatti ng and organi zation wthin statute. Version D mrrors HB
289, which is the House conmpanion bill that just passed out of
t he House Resources Conmmittee. The one substantive change that
came out of the commttee was the lowering of the floor for the
size of LNG storage facility that can apply for a tax credit
froml mllion gallons to 25,000 gallons, because Representative
Feige wanted the smaller utilities along the Railbelt to have
access to this credit. It is a substantial drop, but it wll
open up the opportunity for small wutilities, such as Alaska
Power and Tel ephone or the Copper Valley Electric Association

that are not connected to the grids to get backup power or |ower
their owmn costs. The new floor to qualify for the tax credit
brings storage size to about 2.1 mmtf/gas, but it's nostly for
t he optional 50 percent of the construction costs.

MR. HOPKINS explained that the other change is that version |
addressed storage credits within existing statute and that was
nodel ed after HB 280 from the 2010 |egislature, sponsored by
Representative Hawker and the Legislative Budget and Audit
Conm ttee. Senator Thomas met wth a nunber of nenbers from both
bodi es who were interested in changing the volune because of the
differences in storing LNG nethods and wanted to see it in an
entirely different section in statute.

MR. HOPKINS said Section 1 of version D addresses the |ease
exenption specifically, which was taken identically from version
|, Section 2. He referred any questions on the |ease exenption
to Gene Therriault from Colden Valley Electric Association
(GVEA) .

4:27:34 PM
He expl ained further that version D has a definition of "natural
gas storage facility" and specifically adds "LNG or an above

ground containnment structure”, because LNG is stored in a
t hernos, essentially, above ground. That is very simlar to
version | except for the addition of the above ground storage
| anguage.
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Section 3 creates the section in statute for the tax exenption

AS 43.20.047 (followng directly from 43.20.046). Language
mat ches previous |anguage except for the changes in how the
credits are applied: the $15 mllion cap or the 50 percent of
construction costs where ever it says "storage of natural gas”
to storage of "liquefied natural gas". Fromthere on it mrrors
the goal of what version | intended to do, but with slightly
different formatting and continues on for sone pages. It has a
definition for "liquid natural gas storage facility." Language
on page 4, lines 5-9, nmakes sure that any savings passed on to
the utilities will be passed on to the custoners through RCA
regul ati on.

CO CHAI R PASKVAN renoved his objection to version D and finding
no further objection, announced that it was officially before
the conmttee. He asked M. Therriault if he supported the CS

4:30: 24 PM

GENE THERRI AULT, Vice President, Resource Developnent, Colden
Valley Electric Association (GVEA), said he had worked closely
with the sponsor and staff in both the Senate and the House and
supported version D of SB 153. It addresses the concerns that
the prinme sponsors heard from sone legislators in trying to
insert "liquefied natural gas storage" Ilanguage into the
existing statute that was put into place in 2010 and
specifically denied to application to gaseous methane or storage
of natural gas in a gaseous form They have duplicated sections
of the statute and nade them applicable to |iquid storage.

MR. THERRI AULT said they also understood Representative Feige's
concern of mking the product available to other snaller
communities so they could get state assistance to receive the
resource and actually put it to good use. He said they are
trying very nmuch to serve the |argest volunme possible under the
concept of larger volunmes bring better prices. So as the product
is brought into Interior Alaska, if there are utilities or sone
i ndustrial use up and down the highway system that could avail
t hemsel ves of putting in smaller storage, they would be the
industrial base in a smaller community, |ike Al aska Power and
Tel ephone in Tok that produces the electric power. Perhaps
others in the conmunity could figure out how to avail thenselves
of the resource for space heat. He said that he did not have any
problem dropping the volune threshold down to the 25,000
gal | ons.

CO CHAIR PASKVAN clarified that when one thinks of $4.00 a
gallon for heating oil to get the same nunber of BTUs using gas
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under the current cost structure it would cost $1,400. So if
Sout hcentral had to pay the equivalent of $4 a gallon for gas,

their bill would increase from about $1,400 to $4,000 a year.
Then people would understand why that is budget busting. If you
add doubling the electric price per nonth as well, the crisis

gets bigger. He said he would hold SB 153 in committee for
further work.

4:34:56 PM

CO CHAI R PASKVAN, finding no other business to cone before the
Senate Resources Standing Commttee, adjourned the neeting at
4:34 p.m
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