HOUSE FI NANCE COVM TTEE
April 12, 2013
1: 12 a. m

[ Note: This neeting is a continuation of the 4/11/13 9:45
a.m neeting that was recessed at 10:41 p. m]

1:12: 57 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmittee neeting
to order at 1:12 a.m

VEMBERS PRESENT

Representati ve Al an Austernan, Co-Chair
Representative Bill Stoltze, Co-Chair
Representati ve Mark Neuman, Vice-Chair
Representative Ma Costello
Representati ve Bryce Edgnon
Representative Les Gara

Representati ve Li ndsey Hol nes
Representative Scott Kawasaki, Alternate
Represent ati ve Cat hy Minoz
Representative Steve Thonpson
Representative Tamm e WI son

VEMBERS ABSENT

Representative David Guttenberg

ALSO PRESENT

Senator Mcciche; Bruce Tangeman, Deputy Conm ssioner,
Department of Revenue; Senator M cciche; Representative
Peggy W/ son; Chad Hutchison, Staff, Senator Coghill; Larry
Harti g, Comm ssi oner, Depart ment of Envi r onnment al
Conservation; Ed Fogels, Deputy Conm ssioner, Departnent of
Natural Resources; Mchelle Bonnet Hale, Director, Wter
Quality Division, Departnent of Environnental Conservation;
Ernest Prax, Staff, Representative Keller.

SUMVARY

SB 27 REGULATI ON OF DREDGE AND FI LL ACTI VI TI ES
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SB 27 was REPORTED out of committee with a "no
recommendat i on” and W th three previ ously
publi shed fiscal notes, two with fiscal inpact:
FN1(DEC) and FN2(DNR); and one zero note:
FN3( LAW .

CSSB 65( JUD)
RETI REMENT PLANS; ROTH | RAS; PROBATE

CSSB 65(JUD) was REPORTED out of conmmttee with a
"no recomendation” and wth four previously
publi shed zero fiscal notes: FN1(LAW, FN2(REV),
FN3(ADM and FN5( CED) .

CSSB 83(FI N)
| NTEREST ON CORPORATI ON | NCOVE TAX

HCS CSSB 83(FIN) was REPORTED out of comittee
wth a "do pass" recomendation and wth one
previously published indetermnate fiscal note:

FNL( REV) .

#sb83
CS FOR SENATE BILL NO. 83(FIN)

"An Act relating to the corporation incone tax;
relating to the conputation of interest wunder the
| ook-back nethod applicable to long-term contracts in
the Internal Revenue Code; and providing for an
effective date."

1:14: 04 AM

Representative Holnmes MOVED to adopt Anmendnment 1. Co-Chair
Stoltze OBJECTED for discussion.

Page 1, line 3, follow ng "Code;":
Insert "relating to the assignnment of certain tax
credits;"

Page 1, following line 8:
Insert a new bill section to read:

"* Sec. 2. AS 43.55 is anended by adding a new
section to read:
Sec. 43.55.029. Assignnment of tax credit certificate.
(a) An explorer or producer that has applied for a
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production tax credit under AS 43.55.023(a), (b), or
(1) or 43.55.025(a) may nmke a present assignnent of
the production tax credit certificate expected to be
issued by the departnment to a third-party assignee.
The assignment may be nade either at the tine the
application is filed with the departnent or not |ater
than 30 days after the date of filing wth the
departnment. Once a notice of assignnent in conpliance
wth this section is filed with the departnent, the
assignment is irrevocable and cannot be nodified by
the explorer or producer without the witten consent
of the assignee naned in the assignment. If a
production tax credit certificate is issued to the
expl orer or producer, the notice of assignnent remnains
effective and shall be filed with the departnment by
the explorer or producer together with any application
for the departnent to purchase the certificate under
AS 43.55.028(e).

(b) To be effective, the assignnment does not require
the approval or consent of the departnent. The
assi gnment must, at a mninmum

(1) be made in witing and signed by an officer or
legally qualified agent of the explorer or producer
maki ng the assi gnnment and the assignee, respectively;

(2) identify the explorer or producer nmaking the
assignment, the assignee in whose favor the assignnent
is being nmade, and the production tax credit

application that is the subject of the assignnent;

(3) define the interest in the production tax credit
being assigned, expressed as either an anmount in
dol I ars, which may not exceed 90 percent of the credit
applied for, or a percentage of the credit to be
i ssued by the departnent;

(4) specify an account with a bank |ocated in the
state, with sufficient information for the electronic
transfer of funds, to receive any future proceeds from
the purchase of the tax credit certificate under AS
43.55.028(e);

(5) cite this section and acknow edge that, once
filed wth the departnent, the assignnent is
irrevocabl e and cannot be nodified without the witten
consent of the assignee.

(c) An assignment conplying with this section creates
a property interest owned by the assignee in the
application and any production tax credit certificates
i ssued by the departnment to the explorer or producer
and any future pr oceeds resul ting from the
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application, in the anobunt or to the extent set out in
the assignnent. An assignee nmay create a valid and
enforceable security interest in that property as
ot herwi se provided by |aw.

(d) Not wi t hst andi ng any other provision of |aw, and
to the maxi mum extent permtted under federal |aws, an
assignment conplying with this section shall give the
assignee a first priority claim not dischargeable in
bankruptcy, against the proceeds received by the
explorer or producer, including its estate, trustee or
other representative, resulting from the production
tax credit application that is the subject of the
assignment wunder this section, if the assignee has
taken the steps necessary under state and federal |aw
to perfect a security interest in the assignment.

(e) Nothing in this section affects the terns and
conditions otherwise required for an explorer or
producer to qualify for a production tax credit or the
determ nation by the departnment of the anmount of
credit the explorer or producer is qualified to
recei ve

(f) Neither the state nor the departnent, or any
ot her agency, officer, or enployee of the state, shal
be subject to suit or any claim arising out of or in
connection with an assignnent nmade under this section
whet her by act or om ssion.

(g) The departnent nay adopt regulations to carry out
t he purposes of this section.”

Representative Holnes explained that the anmendnent would
allow gas producers the ability to receive credits, which
could be pledged as collateral on loans to facilitate
additional drilling. The |anguage was vetted through
Department of Revenue (DOR) and Departnent of Law (DQL).
The anendnent specified hold harmess |anguage for the
state. Requirenents for «credit qualification were not
af fected for the expl orer/producer.

1:16: 32 AM

BRUCE TANGEMAN, DEPUTY COWM SSI ONER, DEPARTMENT OF REVENUE,
stated that the departnent viewed the anendnent as "solid."
The anendnent would help further the goal of opening
private equity markets to the smaller investors in the
st at e.
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Representative WIson asked if the amendnment would allow
simlar advantages to producers on the North Slope.
Representative Holnmes believed that the anendnent applied
only to Cook Inlet and M ddl e Earth.

1:18: 27 AM

Representative Gara asked for an estimate of the bill's
potential revenue cost for the state. M. Tangenan replied
that the amendnent would not cost the state in revenue
because of the existing estimates and projections for tax
credits. The projections for tax credits would remain the
same with the introduction of a third party.

Representative Gara asked if the bill would result in less
oil revenue from the exchange of tax credits. M. Tangeman
replied no and stated that a conpany mnust continue to
gualify and apply for the tax credit. The change was the
inclusion of a third party in the transaction.

Senator M cciche added that the tax credits would remain
the same. The ability to assign credits for collateral was
different with the amendnent. The goal was to bring
additional gas to Cook Inlet consunmers. The fiscal note was
zero, but the benefit to smaller producers would be great.

1: 20: 36 AM

Represent ati ve Kawasaki asked about the introduction of the
third party. He asked if the certificate could be used
against a tax liability. M. Tangeman replied that the
third party was a |lender who would work with the snal
conpany. The credit would flow to the third party |ender
and either remain with the lender as collateral or transfer
to the small conpany.

Senator Mcciche stated that the tax credit was a real
asset that would be used as collateral to reduce the cost
of the | oan.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Anmendnent 1 was ADOPTED

1: 22: 42 AM

Representative Minoz MONED Anmendnent 2. Co-Chair Stoltze
OBJECTED f or di scussi on.
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Page 1, line 1, following "Act":

Insert "making the incone received by a regional
aquacul ture association or a salnon hatchery permt
hol der from the sale of salnon or sal non eggs under or
from a cost recovery fishery exenpt from the
corporation incone tax;"

Page 1, line 3, follow ng "Code":
Insert "providing for an effective date by repealing
the effective date of sec. 8, ch. 51, SLA 2012;"

Page 1, following |ine 4:
I nsert new bill sections to read:

"* Section 1. AS 43.20.012(a) is anended to read:
(a) The tax inposed by this chapter does not
(1) apply to an individual;
(2) apply to a fiduciary; [OR]
(3) for a tax year beginning after Decenber 31, 2012,
apply to an Alaska corporation that is a qualified
smal |l business and that neets the active business
requirenent in 26 U S . C. 1202(e) as that subsection
read on January 1, 2012; or
(4) for a tax year beginning after June 30, 2007,
apply to the incone received by a regional association
qual i fied under AS 16.10.380 or nonprofit corporation
hol ding a hatchery permt under AS 16.10.400 from the
sale of salnon or salnon eggs under AS 16.10.450 or
froma cost recovery fishery under AS 16.10. 455.

* Sec. 2. AS 43.20.012(a), as anmended by sec. 1 of
this Act, is repealed and reenacted to read:
(a) The tax inposed by this chapter does not apply to
(1) an individual;
(2) a fiduciary; or
(3) the incone received by a regional association
qualified under AS 16.10.380 or nonprofit corporation
hol ding a hatchery permt under AS 16.10.400 from the
sale of salnon or salnon eggs under AS 16.10.450 or
froma cost recovery fishery under AS 16.10.455."

Renunber the followi ng bill sections accordingly.
Page 1, line 5:

Del ete "Section 1"

| nsert "Sec. 3"

Page 1, following line 8:
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I nsert new bill sections to read:

"* Sec. 4. AS 43.20.012(c) and 43.20.012(d) are
repealed July 1, 2023.

* Sec. 5. Section 8, ch. 51, SLA 2012, is repeal ed.

* Sec. 6. The uncodified law of the State of Al aska
i s anended by adding a new section to read:
TRANSI Tl ON; CLAI M FOR CREDI T OR REFUND.
Notwi t hstanding the limtation on the period in which
a person may file a claim for credit or refund of a
tax paid under AS 43.20, a person that has paid a tax
under AS 43.20 on incone that is exenpt under AS
43. 20.012(a)(4), as enacted by sec. 1 of this Act, nay
file a claim for credit or refund on the tax paid on
the exenpt income within two years after the effective
date of sec. 1 of this Act."

Renunber the followi ng bill sections accordingly.

Page 1, line 11:
Del ete "Section 1"
| nsert "Section 3"

Page 1, line 12:
Delete all material and insert:
"* Sec. 8. Section 45, <ch. 51, SLA 2012, is

r epeal ed.
* Sec. 9. Section 2 of this Act takes effect July
1, 2023.

* Sec. 10. Except as provided in sec. 9 of this
Act, this Act takes effect imediately under AS
01.10.070(c)."

Representative Minoz explained the anendnent clarified in
statute that regional aquiculture associations or salnon
hat cheries were exenpt from state corporate inconme tax. The
provision allowed for the repaynment of corporate taxes paid
due to a federal audit. The audit resulted in an automatic
inmposition of the state incone tax on the federal charge
| evied against Southern Southeast Regional Aquiculture
Associ ation. The hatcheries were always considered exenpt
from state incone tax and were initially established as
nonprofit associations wth the cost recovery nodel, which
allowed them to derive revenue from the salnon sold. The
amendnent would confirm the hatcheries' exenption in
statute.

1: 24: 24 AM
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Co-Chair Stoltze asked what had triggered the hatchery's
scrutiny. Representative Minoz replied the IRS audited two
nonprofit hatcheries in 2010. Some cost recovery operations
were considered taxable by the IRS, which led to
arbitration and a settlenment with a paynent including back
paynents to 2008 of $2.15 nillion. The state automatically
i npl enented the corporate incone tax on the facility. Co-
Chair Stoltze asked if the corporate incone tax was
triggered by the federal inconme tax. Representative Minoz
replied in the affirmative.

1: 25: 46 AM

Representative W/ son asked how the federal government was
i nvol ved. Representative Mmnoz replied that the state
continued to challenge the levy of federal taxes. The
i mpact of federal taxes could eventually affect all Al askan
hat cheries, which would ultimately affect the nunber of
fish available for commercial harvest.

1: 27: 00 AM

Vi ce-Chair Neunman asked Representative Minoz if a bill in
anot her conmttee addressed a simlar issue. Representative
Munoz responded that the anendnent was proposed to her by
Represent ati ve Peggy W son.

SENATOR M CCICHE, stated that he initially declared a

conflict with the anendnents since the bill originally
addressed C corporation |ook-back taxes. He had cone to
believe that both anmendnments fit well into the |egislation.
He noted that the conmpanion bill was hosted by

Representative Costell o.

1: 29: 11 AM

REPRESENTATI VE  PEGGY W LSON, stat ed t hat nonprofi t
hatcheries had never been taxed in Alaska and she
guestioned the wi sdom of the process. To recover the costs,
hatcheries would require nore fish, which would affect
sal non nunbers in Al aska.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Amendnent 2 was ADOPTED
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Representative Costell o discussed the fiscal note from DOR
She stated that the fiscal note showed indeterm nate change
i n revenues.

Representative Munoz MOVED to REPORT HCS CSSB 83(FIN) as
amended out of commttee wth individual recommendations
and the acconpanying fiscal note. There being NO OBJECTI ON
it was so ordered.

HCS CSSB 83(FIN) was REPORTED out of conmittee with a "do
pass" recomendation and wth one previously published
indeterminate fiscal note: FNL(REV)

1: 33: 56 AM

#sbh65
CS FOR SENATE BILL NO. 65(JUD)

"An Act relating to property exenptions for retirenent
pl ans, individual retirenment accounts, and Roth |RAs;

relating to transfers of individual retirenent plans;

relating to the rights of judgnent <creditors of
nmenbers of limted liability conpanies and partners of
limted liability partnerships; relating to the
Uniform Probate Code, including pleadings, orders,

liability, and notices under the Uniform Probate Code
and the Alaska Principal and Incone Act, t he
appoi ntment of trust property, the Alaska Uniform
Prudent Investor Act, co-trustees, trust protectors,

and trust advisors; relating to the Al aska Principa

and Inconme Act; relating to the Alaska Uniform
Transfers to Mnors Act; relating to the disposition
of human remains; relating to insurable interests for
certain insurance policies; relating to restrictions
on transfers of trust i nterests; relating to
di scretionary I nterests in I rrevocabl e trusts;

relating to the community property of married persons;

and anending Rule 64, Alaska Rules of G vil Procedure,

and Rule 301(a), Alaska Rules of Evidence."

1: 34: 19 AM

CHAD HUTCHI SON, STAFF, SENATOR COGHI LL, introduced hinself.

ERNEST PRAX, STAFF, REPRESENTATI VE KELLER, i ntroduced
hi msel f.
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Representative Costello MOVED CSSB 65 (JUD) as the
commttee's working document. There being NO OBJECTION, it
was so ordered.

M. Hutchison stated that the senate version of the
legislation mrrored the house version. He explained that
changes occurred in the Senate Judiciary and Finance

conmmi ttees. He explained that some provisions were
elimnated including one related to the procurenent of life
insurance policies. He noted that the bill passed the

Senate fl oor 18-0.

Representative Gara appreciated information about the
Senate vote, although it was technically inproper.

Co-Chair Stoltze CLOSED public testinony.

1: 38: 01 AM

Representative Costello discussed the four previously
published zero fiscal notes from Departnment of Law,
Depar t ment of Revenue, Depar t ment of  Adm nistration,
Depart ment of Comrerce, Conmunity and Economi c Devel opnent.

1: 39: 26 AM

Representative Costello MOVED to REPORT CSSB 65 (JUD) out
of commttee wth individual recommendations and the
acconpanyi ng fiscal notes. There being NO OBJECTIQN, it was
so ordered.

CSSB 65 (JUD) was REPORTED out of commttee with a "no
recomrendation” and wth four previously published zero
fiscal notes: FNI(LAW, FN2(REV), FN3(ADM and FN5(CED).

1: 40: 29 AM
AT EASE

1: 41:55 AM
RECONVENED

#sb27
SENATE BI LL NO. 27

"An Act establishing authority for the state to
evaluate and seek prinmacy for admnistering the
regul atory program for dredge and fill activities
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allowed to individual states wunder federal |aw and
relating to the authority; and providing for an
effective date.”

1:42: 39 AM

LARRY HARTI G ~ COW SSI ONER, DEPARTMENT OF ENVI RONVENTAL
CONSERVATI ON, explained that the bill utilized a provision
in the Federal Cean Water Act that allowed states to take
primacy of one of the key permtting prograns under the
Clean VWater Act, known as the dredge and fill program or
404 section. The federal governnent would retain a portion
of the primacy. He opined that the state ought to seek
pri macy because the bulk of the nation's wetlands were in
Al aska and nost state projects required a 404 pernmt. The
bill established a two-stage process. The first stage
provided close review of the cost and benefits of state
primacy. The legislature would review the final application
for primacy, follow ng the thorough review

Comm ssioner Hartig stated that the process m ght enconpass
a period of five years. By approving SB 27, the state would
not conmmt to 404, but instead a close review of the very
i mportant permtting programunder the C ean Water Act.

1: 45: 56 AM

Representative Gra clarified that the bill did not
authorize state primacy, but instead allowed the state to
seek it. He nentioned page 4, paragraph 14, which stated
that all actions could be taken to enforce the prinmacy
pr ogram

Comm ssioner Hartig responded that conplete applications
must be submitted with all statutes and regulations in
pl ace. The regulatory process nust be initiated and the
staff hired. He added that the legislature was the
gat ekeeper. The bill authorized conpletion of t he
application for primcy, but the legislature nust review
the process prior to its subm ssion.

Representative Gara noted that line 33 stated that the
departrment had the ability to inplenent the program is
aut horized. Comm ssioner Hartig replied that the statutes
and staff nust be in order prior to presenting the
application. The department was unsure of the exact nunber
of people required to run the program The fiscal note
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attached to the legislation provided for program review,
but not the noney needed to run the program

Representative Gara asked if $2.3 mllion per year was not
enough, what it would cost to run the program

1:49: 53 AM

Conmmi ssioner Hartig stated that the fiscal note was $1.4
mllion. Some of the noney was allocated to Departnent of
Nat ural Resources. The ultinmate cost of pursuing prinmacy
was difficult to calculate as nultiple variables were
unknown.

Representative Gara noted that $1.4 mllion for FY 14 wth
$1.5 mllion for the next 5 years. He asked if the nobney
woul d be spent seeking prinmacy.

Conmi ssioner Hartig replied that the best tinme-estimte was
two or three years. He anticipated that the departnents
would revisit the legislature with information regarding
the benefits of primacy. He noted that the bill provided
the ability to work with the Arny Corps of Engineers to
identify the programuatic general permts.

1: 52: 51 AM

Represent ati ve Kawasaki asked if the 402 permtting process
was simlar to the 404. Conmi ssioner Hartig replied yes.

Representati ve Kawasaki asked about what the state would
get for $9 mllion and what full-primacy would cost. He
asked if the costs required for the 402 process were
simlar to the anticipated costs. Comm ssioner Hartig
responded that the departnment worked with the Environnenta

Protection Agency (EPA) to determne the nunber of
necessary position. He recalled that the estimtes were
i naccurate and the departnment required additional funds to
provide for staff needs. He noted that the growmh in Al aska
permtting existed in some areas, which required program
expansi on.

M CHELLE BONNET HALE, DIRECTOR, WATER QUALITY DI VI SICON,
DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON, estinated that
the 402 program had the advantage of incunbent staff
involved in waste water permtting working for DEC s state
program The 404 program in contrast would be built from
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scratch. She noted that the 402 legislation required the
addition of $1.5 mllion and 13 new positions for a tota
of $4.8 mllion and 43 positions.

Representati ve Kawasaki reviewed the history of permts
processed and noted that the processing tine for permts
net the national standard. He wondered about the benefits
of primacy anticipated when permits were already processed
in anple tine.

1: 57: 20 AM

ED FOCGELS, DEPUTY COW SSI ONER, DEPARTMENT OF NATURAL
RESOURCES, discussed the dredge and fill program He
pointed out that the value of primacy influenced the
quality of the permtting decisions rather than the
tineliness of the process. He believed that having state
agencies nmake the decisions would allow flexibility to
adapt to Al askan conditions.

M. Fogels opined that msconceptions regarding the
interpretation of information.

Ms. Hale agreed and stated that she had reviewed the data
regarding the prograns. She |earned that 67 percent of the
permts were processed in |less than 120 days. She noted
that 134 individual permts took longer than 120 days to
process. She nentioned reports indicating that a United
State Arny Corp of Engineers' permt took 150 days to
process.

Representati ve Kawasaki asked how nmany permts would be
regul ated through the state. Ms. Hale replied that the bill
would allow and provide the analysis requested regarding
t he nunber of permts regulated by state agencies.

M. Fogels added that the departnent had reviewed the
provisions of the Cean Water Act and the intent was to
gain primcy over nost wetlands in Al aska.

2:01: 24 AM

Co- Chair Austerman asked about a U S. Arny Corps of

Engi neers Nationwde Permit (NW) 29. He thought that the
permt allowed up to one half acre. He wondered if the
permt would be transferred to the state or remains wth
the Arny Corps of Engineers. Conmm ssioner Hartig replied
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that the permt wuld be subject to the geographical
limtation. The application of the permtting process would
be negotiated in the Menorandum of Agreenent. He noted that
the question had been introduced recently in Washington DC
and the response was that the Menorandum of Agreenent woul d
provi de the details.

Co-Chair Austerman asked if all of the wetland permts fel
under 404. Commi ssioner Hartig replied that a specific
definition was used for the 404 program

M. Fogels replied that nany wetl ands existed in Al aska and
sonme subset was deened jurisdictional by the US Arny Corps
of Engineers. The department would work with the US Arny
Corps of Engineers to better understand how the subset
woul d be del egated to the state. Co-Chair Austerman offered
to provide nore information to better answer his question
| ater.

2:04: 21 AM

Representative WIson appreciated the |egislation. She was
seeki ng an advocate for her mners. She understood that the
state would continue to work within the EPA guidelines. She
asked to know how the state would have a gentler hand than
t he federal governnent.

Comm ssioner Hartig replied that the benefits of primcy
i ncl uded wor k Wi th Al askan proj ects i ncl udi ng
accountability for the projects. He added that the state
woul d be under the sane federal laws, in ternms of the C ean
Wat er Act ; there was room for interpretation and
di scretion. He provided an exanple of a discretionary
deci sion nmade by the departnent.

Representative WIson asked if the state would collect a
permtting fee on top of the federal governnent's fee.
Comm ssioner Hartig responded that one straight permtting
fee would be required. The anpbunt of the state fee would be
dictated by the current statutes set by the |egislature.

M . Fogels added that sone placer mners were nervous about
the fees required for mitigation. He believed that prinacy
woul d offer the advantage of working with the applicant to
arrive at Al aska-specific mtigation nmeasures.

House Fi nance Committee 14 04/ 12/ 13 1:12 A M



Representative WIlson stated that one of her mning
constituents spent seven years in the application process.

2: 08:45 AM

Representative Munoz pointed out the benefit of litigation
in state court versus in the federal court.

Representative Gara asked if placer mning could be
regul ated differently w thout seeking primcy. M. Fogels
responded that primacy was only one tool that could be used
to control wetlands permtting. Qher tools, such as
programmatic general permts were also valuable. The
legislation allowed for research regarding the nmany tools
that would work to facilitate the process of permtting.

Representative Gara asked if progranmatic general permts
woul d ensure state primacy for placer mning. M. Fogels
replied that he did not know yet. The |egislation would
provide the opportunity for the departnments to |ook nore
closely at their options.

2:10:42 AM

Representative Edgnon MOVED Anendnent one. Representative
W 1 son OBJECTED for discussion.

Page 1, line 8, follow ng "FIND NGS":
Delete "."
Insert "AND I NTENT. (a)"

Page 2, following line 10:

| nsert new subsections to read:

"(b) It is the intent of the legislature that

(1) government to governnent coordination and
consultations take place if federal authorization is
received for the admnistration and enforcement of a
state dredge and fill permtting program under 33
U S C 1344 (sec. 404, Cean Water Act);

(2) a federally recognized tribe be treated by the
state as a governnent for the purposes of governnent
to governnment coordination and consultation

(c) In this section, "federally recognized tribe"
means a tribe that is recognized by the United States
Secretary of the Interior to exist as an Indian tribe
under 25 U S.C. 479a (Federally Recognized Indian
Tribe List Act of 1994)."
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Representative Edgnon noted that the purpose of the
amendnent added the requirenent for state investigation of
the advantages of a tribal relationship. He posed the
guestion because many of Alaska's resources were tribally
owned or controlled. He opined that w thout a Coastal Zone
Managenment process, larger environnmental entities could
bypass | ocal gover nnment s. He Dbelieved that resource
devel opnent would be hanpered by the lack of relationship
between the tribal entities and the state. He expected that
the state agency representatives would dispute the
anmendnent .

2:13: 16 AM

Conmi ssioner Hartig stated that his agency and the
adm nistration were sensitive to the concerns of the tribal
entities. He wished to work with the tribal entities and
| ocal governnments to inplenment prograns. He noted that the
nmodel for the 402 program provi ded val uable guidelines. He
noted that the program description provided rural conmunity
and tribal participation. He noted that the agreenent
utilized the same |anguage as the EPA s governnment-to-
government consul tation

2:17:28 AM

Represent ati ve Edgnon appreci ated the agreeable commentary.

Co-Chair Stoltze detected that the departnment was working
with the governnment entities on a regular basis. He asked
if a flaw existed in the amendnent.

Commi ssioner Hartig stated that the anmendnent goes beyond
the 404 program The anendnment discussed the state's
ability to recognize tribes as governnent entities and deem
consul tations "governnent-to-government." He noted that the
jurisdiction for that ability did not reside with DEC. The
departnent sought optinmal communication with the tribal
entities, but another step was required to establish the
gover nment -t o- gover nnment rel ati onshi p.

Co-Chair Stoltze understood that the anmendnent expressed
i ntent | anguage.

Representative Edgnon agreed and stated the hope for
further investigation fromthe departnent. He stressed that
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he had seen the enpowernent of tribal governnents in
relation to their connections to federal agencies. He
expressed frustration wth the absence of a fornal
relationship. He promised to continue pursuing the issue
with every opportunity avail able, but chose to withdraw his
anendnent. There being NO OBJECTIQON, it was so ordered.
Amendnent 1 was W THDRAWA.

2:20: 50 AM

Representative Gara MOWED Anendnent 2. Representative
W 1 son OBJECTED for discussion.

Page 5, following line 9:

I nsert a new subsection to read:

"(d) The Departnent of Environnental Conservation and
the Departnent of Natural Resources shall consider a
reasonable fee structure for permt applications under
this section in order to mtigate the <costs of
adm nistering a state permtting program?”

Representative Gara recalled <conversations wth the
comi ssi oners about the anmendnent's content. He expected a
proposal from the departnents, but since none was provided,
he drafted the anmendnment. The anendnment requested a
reasonable fee structure to address permt applications to
mtigate the costs of admnistering a state permtting
program

2:22: 27 AM

Comm ssioner Hartig recalled the conversation and he did
not opine that the anendnent was necessary because the
state had a statute guiding the fee structure in AS
37.10.052. The statute prescribed fees based on "average
reasonable direct costs" that were incurred by the
departments in permtting and conpliance activities. The
structure applied to agency permtting activities and
permts issued under the state 404 program The fees were
charged to pernmt applicants and were partially funded by
program receipts. Staff involved in issuing the permts
tracked their time and the fees were periodically revised
in regul ation.

Representative Gara appreciated the statute. Wth the new
information, he chose to wthdraw the anendnent. There
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being NO OBJECTION, it was so ordered. Amendnent 2 was
W THDRAWN

Co-Chair Stoltze appreciated Representative Gara's efforts.

2:23: 47 AM

Representative Costello discussed the three fiscal notes.
Two notes had fiscal inpact; one from DEC and the other
from DNR. The third fiscal note from Departnent of Law had
zero fiscal inpact.

Co- Chair Austernman asked about DNR fiscal note. He asked if
the interagency receipts were anticipated to cone out of
the $1.4 mllion given to DEC. M. Fogels replied in the
affirmati ve.

Representative Costello MOVED to REPORT SB 27 out of
conmittee with i ndi vi dual reconmendat i ons and t he
acconpanying fiscal notes. Representative Gara OBJECTED. He
did not believe that the departnents nmade the case that the
bill would be worth the noney it cost. He opined that the
exploratory process would not cost mllions of dollars. He
stated that the exanples provided by the departnents were
situations where the state would not gain primcy. He
advocated for a narrower placer mning program He added
that the Arnmy Corps of Engineers were a group of |ocal
people. He did not feel conpelled to spend the |arge sum of
noney.

Representative Gara W THDREW hi s obj ecti on

Representati ve Kawasaki OBJECTED. He expressed concern wth
the legislation and the nenos from DEC regardi ng supposed
pri macy benefits. He opined that permt fees would likely
increase under primacy. He expected the state to face
budget reductions. He pointed out the nmeno dated January 31
regarding the program assunption nethods discussed state
primcy, which would take an estimated 4 to 5 years.
Another option in the nmeno discussed the ability to
cooperatively work to admnister the programmtic general
permts for the Arny Corps of Engineers. He preferred to
pursue the | ess costly option.

Represent ati ve Kawasaki W THDREW hi s objection. There being
NO further OBJECTION, it was so ordered.
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SB 27 was REPORTED out of committee with a "no
recommendation” and with three previously published fisca
notes, two with fiscal inpact: FNL(DEC) and FN2(DNR); and

one zero note: FN3(LAW.

#
ADJ OURNIVENT

2:32: 52 AM

The neeting was adjourned at 2:33 a.m
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