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ACTI ON NARRATI VE

1:02: 31 PM

CO-CHAIR DAN SADDLER called the House Resources Standing
Commttee neeting to order at 1:02 p.m Represent ati ves
Johnson, Tuck, P. WIson, dson, Tarr, Seaton, Hawker, Feige,
and Saddl er were present at the call to order. Representative

Josephson was al so present.

HB 80- CRU SE SHI P WASTEWATER DI SCHARGE PERM TS

1: 02: 51 PM

CO CHAI R SADDLER announced that the first order of business is
HOUSE BILL NO 80, "An Act relating to the regulation of
wast ewat er di scharge from commerci al passenger vessels in state
wat ers; and providing for an effective date."

CO- CHAIR SADDLER noted that Amendnents 6 and 7, distributed at
the conmttee's 1/28/13 neeting, have been replaced by
amendnents 6.1 and 7.1. He requested Representative Tarr to
continue her discussion of Amendnent 5, |abeled 28-GH1987\A. 6,
Nauman, 1/26/13, which she had noved for adoption on 1/28/13 and
to which Representatives Johnson and Hawker, and Co-Chair Feige
had obj ect ed.

1: 03: 42 PM

REPRESENTATI VE TARR resunmed her discussion of Anmendnent 5, which
r ead:

Page 3, follow ng line 22:

Insert new bill sections to read:
"* Sec. 5. AS 46.03.463(h) is anmended to read:
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(h) The provisions of (a) - (f), and (i) of this
section do not apply to discharges made for the
purpose of securing the safety of the comrercial
passenger vessel or saving life at sea if al
reasonabl e precauti ons have been taken for the purpose
of preventing or mnimzing the discharge.

* Sec. 6. AS 46.03.463 is anended by adding a new
subsection to read:

(1) Except as provided in (h) of this section or
AS 46.03.462(c), a person nmay not discharge sewage,
graywater, or other wastewater from a conmmercia
passenger vessel into the marine waters of the state
that has a copper concentration of nore than two parts
per billion for nore than 10 mnutes with a dilution
factor not greater than 50, 000."

Renunber the followi ng bill sections accordingly.

REPRESENTATI VE TARR said that given the scientific research and
concern about copper levels, Anmendnent 5 would be appropriate
because it would set in statute a copper level of two parts per
billion (ppb) rather than the current |evel of three ppb. Wile
appreciating the Department of Environnental Conservation (DEC)
m ght prefer doing this in regulation, she said Anendnent 5
woul d give the public peace of mnd that the state is doi ng what
it can to protect its sal non

1: 04: 43 PM

LYNN TOM CH  KENT, Deputy  Conm ssi oner, Ofice of t he
Comm ssioner, Departnent of Environnental Conservation (DEC),
stated DEC has concerns about Anmendnment 5 because it gets into
the types of very specific permtting conditions and standards
that the departnment does by regulation and permts. It is not
based on science; DECs current water quality criteria for
protection of marine aquatic life are based on the npbst current
science regarding the effects of copper on marine life. She
said the two ppb Iimt in the anendnent is l|ikely based on sone
fairly recent studies that identified a two mcrogram per liter
| evel that was discussed in studies on salnobnids in fresh water
and the behavioral inpacts of low levels of copper on the
behavi or of the fish. She said the researchers in that study
have indicated that their work is not applicable to the marine
environment, for which there are not yet any studies, because of
the differing buffering capabilities in marine waters and
because researchers have not |ooked at how the physiological
changes that take place in fish when they nove from saltwater to
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freshwat er. More research is being done in this area, she
continued, and DEC will be look at the |atest research again
next year when nore information is available. She said DEC does
update its water quality standards when new and better research
drives a change in those standards. Ms. Kent added that
Amendnment 5 would essentially prohibit discharges when a vesse
is stationary, and |ast year only seven vessels were permtted

to discharge while they were stationary. | mpl enenting the
amendnment would be difficult because the vessels do not have the
ability to continuously nonitor for copper. It is done in a

| aboratory setting, so a ship would not know precisely when its
| evel s di pped below the two ppb. Also, the 10 minute limtation
woul d be difficult to figure out because the amendnent does not
descri be how often a vessel could have that 10 m nute w ndow to
di schar ge.

1: 07: 24 PM
CO CHAIR FEIGE recalled Comm ssioner Hartig stating during his
original presentation that the limts are set by the US

Envi ronnmental Protection Agency (EPA).

M5. KENT confirmed this as correct, adding that for nobst of its

standards DEC adopts federal developed criteria. In further
response, she confirmed there is an extensive process for
setting those particular limts that includes quite a bit of

review, oversight, and opportunities for entities to weigh in.
She said the standards are set through a significant effort
| ooking at the toxic effects on a mnmultitude of different types
of organisnms and plants. The EPA generally does those studies
or relies on studies done by others and adopts criteria that are

suitable for the country. Al aska normally adopts the criteria
devel oped by EPA because it does not have the resources to do
that kind of independent study work. Changi ng Al aska's water

quality criteria is an extensive process that starts with a
public notice asking people to conme forward with any new studies
or research that would affect the state's water quality
st andar ds. The departnment then sifts through that information
to determne whether there is sufficient science to change
criteria and, if so, that is proposed as a regulation change
whi ch al so undergoes a public review process. Once that process
is done, and assum ng DEC adopts the revised criteria, it nust
be approved by EPA before the departnent can use it.

1: 09: 25 PM

HOUSE RES COW TTEE -5- January 30, 2013



REPRESENTATI VE SEATON, noting that HB 80 would do away with the
Crui se Ship Wastewater Science Advisory Panel ("Science Advisory
Panel "), inquired how nuch data and what process would be
necessary for changing the EPA standard, which is set country-
wide for a multitude of plants and animals, to nake the state's
regul atory process override for sal non.

M5. KENT answered that the Science Advisory Panel did not | ook
at the water quality standards to determ ne whether it thought
them appropriate or protective due to the process required for
revising the standards. However, what DEC would |ook for
t hrough that public process is peer reviewed scientific research
that is applicable to the standards. So, if the standards | ook
at chronic effects and acute effects, and if there was research
applicable to nmarine waters that denonstrated an olfactory
behavi or al problem wth salnmon that could affect their
survivability and reproductive ability, then DEC would rely on
that standard to propose a new water quality criterion. Thi s
new criteria would then go to public review and notice, and then
it would go to EPA for final approval

1:11: 37 PM

REPRESENTATI VE TUCK asked how tests are currently conducted for
det erm ni ng copper |evels.

M5. KENT replied DEC requires the cruise conpanies to test for
copper and the other netals, but it is a sanple that is taken
and then transferred to a l|aboratory for analysis. Over 800
nonitoring sanples from cruise ships have been taken over the
| ast 5 years.

REPRESENTATI VE TUCK inquired what would have to be done
differently if the standard was changed.

M5. KENT responded the nonitoring and analytical requirenents
for how a sanple is tested would remain the sane. |If the water
quality standard changed or a permt standard changed - an
effluent limt changed - DEC would conpare the results fromthe
anal ysis at the laboratory to the permtted anount.

1:12: 51 PM

REPRESENTATI VE SEATON said he did not wunderstand how copper
| evel s could be neasured if the standard is changed from end of
pipe to a mxing zone while underway, given that the edge of
such a m xi ng zone cannot be determn ned.
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M5. KENT answered that for any permtted discharge with a m xing
zone, nodeling is done to calculate the size of the m xing zone.
This is done in addition to all the other criteria that are
required for DEC to approve a mxing zone. The departnent | ooks
at the past data and the concentrations of the contam nant and
enpl oys the sanme nodels that are used throughout the country to
| ook at dispersion of that contamnant in a water body wth
certain characteristics. Mxing in the water body, freshwater
| enses, other inputs, currents, and incom ng and outgoing tides
are | ooked at to calculate how big that area m ght be where the
gquality standard would be exceeded based on the level that is

bei ng di scharged. Many of DEC s permts with a stationary
conponent require the permttee to nonitor the edge of the
m xing zone to verify those nodels and, in nobst cases, the

nodels are pretty good at predicting the distance needed from
the discharge to neet the water quality standard. For a cruise
ship that is underway with a 50,000:1 dilution, neasurenents in
the water body would be unable to identify concentrations that
could be attributed to the vessel because of the vast anount of
dilution in such a short period of tine.

1:15: 25 PM

REPRESENTATI VE SEATON surmised that what is being said is that
the size of the mxing zone wll be expanded to whatever
dilution ratio the nodel indicates is needed for neeting the
water quality standard. So, if science said that copper is

affecting the olfactory sense of salnon, the nodel would be
changed to double the dilution factor to half the concentration
and therefore the problem has been taken care of.

M5. KENT replied that the requirenents for a m xing zone nust be
met with every renewal of a permt, nost permts being on a
five-year cycle. |If a DEC standard changed during the life of a
permt, the permttee would have to denonstrate again all of the
requirenents in order to be authorized for a m xing zone; one of
those requirenents is that DEC can only authorize a mxing zone
that is as small as practicable. At that permt renewal cycle
DEC would again look at whether a vessel is using the best
technology that it can. So, if a standard changes and becones
nore stringent, that does not automatically nean the vessels
will get a bigger m xing zone.

1:17: 26 PM
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REPRESENTATI VE TUCK understood the test wuses a dye that is
tracked; however, a concern is that netals nay not have the sane
floating or mxing properties as dye. He inquired whether
nodel i ng has been done to deternmine simlarity.

M5. KENT qualified she is not a nodeling guru, but responded
that DEC generally uses conputer nodels to calculate the m xing
and the dilution of a contamnant in a surface water body. She
suggested that the aforenentioned reference is to dye studies
that DEC worked on with EPA, where EPA used a dye to verify that
the dilution was as predicted by the nodels. She offered her
belief that there was a very close correlation between what was
nodel ed and what was actually found by those dye studi es.

1:18: 52 PM

COCHAIR SADDLER noted that the standards proposed in the
amendnent of 2 ppb in 10 mnutes and [a dilution factor not
greater than] 50,000 are pretty precise. He asked the maker of
t he amendnent how t hose nunbers were arrived at.

REPRESENTATI VE TARR answered that when she |ooked through the
Science Advisory Panel's prelimnary report, this was an
evi dence- based standard that was suggested woul d be appropri ate.
1:19:29 PM

REPRESENTATI VE TUCK inquired how deep below the water's surface
t he nodel ing goes for a "surface water body."

MS. KENT replied "surface water"” is the jargon used for oceans,

rivers, streams - anything that is not ground water. Sonme of
the state's dischargers, not cruise ships, discharge right at
the bottom sonme part way in the colum, and so forth. The

nodel | ooks at where in the water body is the discharge.
1:20: 24 PM

REPRESENTATI VE TUCK asked whether "at the bottom is the bottom
of the water body or the bottom of the ship.

MS. KENT responded a shore-based facility may have its di scharge
pi pe anchored to the bottom of the water body. A cruise
vessel's discharge port is approximately a couple neters bel ow
the water surface.

1: 20: 50 PM
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REPRESENTATI VE TARR read the following froma scientific article
[ Envi ronmental Toxi col ogy and Chem stry, Vol. 22, No. 10, 2003,
"Sublethal Effects of Copper on Coho Salnmon: Inpacts on
Nonover| appi ng Receptor Pathways in the Peripheral dJdfactory
Nervous Systeni][original punctuation provided]:

Col l ectively, examnation of these data indicates that
copper is broadly toxic to the salnon olfactory
nervous system Consequently, short-term influxes of
copper to surface waters may interfere with ol factory-
nedi ated behaviors that are critical for the surviva
and mgratory success of wld sal nonids.

REPRESENTATI VE TARR further noted that 49 wastewater violations
occurred between 1999 and 2009 invol ving discharges of anmoni a,
copper, zinc, and a variety of others. To provide a sense of
scale she pointed out that one cruise ship per day generates
21,000 gallons of sewage and 170,000 gallons of wastewater from
si nks, showers, and |aundry. So, the volunme for 5 ships daily
in Juneau's port is 100,000 gallons of sewage daily and 850, 000
gallons daily of wastewater, which is sonething to be concerned
and careful about.

1:22:12 PM

REPRESENTATI VE JOHNSON mai nt ai ned his objection to Arendnent 5.

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of Amendnent 5. Representatives Seaton, P. W]Ison,
Hawker, Johnson, O son, Feige, and Saddler voted against it.
Therefore, Amendnent 5 failed by a vote of 2-7.

1:23: 01 PM

REPRESENTATI VE TARR noved to adopt Anendnment 6.1, |abeled 28-
GH1987\ A. 8, Nauman, 1/28/13, which read:

Page 1, line 4, through page 2, line 9:
Delete all material .

Page 2, line 10:
Del ete "Sec. 2"
| nsert "Section 1"

Renunber the followi ng bill sections accordingly.
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Page 2, line 25, through page 3, line 5:

Delete all material and insert:

* Sec. 2. AS 46.03.462(e) is anended to read:

(e) When issuing, reissuing, renewing, or
nodifying a permt required under (a)(l) of this
section, the departnent may include effluent limts or
standards less stringent than those required under
(b)(1) of this section [FOR NOT MORE THAN THREE YEARS
DURATION] if the departnent finds that a permttee is
using economcally feasible nethods of pollution

prevention, control, and treatnment the departnent
considers to be the nobst technologically effective in
controlling all wastes and other substances in the

di scharge but is wunable to achieve conpliance wth
Alaska Water Quality Standards at the point of
di scharge. A permt under this subsection may not
ext end beyond Decenber 31, 2020.

Page 3, line 6:
Del ete "new subsecti ons”
| nsert "a new subsecti on”

Page 3, lines 13 - 22:
Delete all material.

Page 3, line 23:
Del ete "46.03.462(f),"

bj ection was voi ced by Representatives Johnson and Hawker.

REPRESENTATI VE TARR stated she has been trying to find a way to
strike a bal ance between the cruise ship industry and protecting
Al aska's coastal waters and the coastal economes and fishing
industry that rely on those waters. She said she has offered a
nunber of anmendnments in the hope of neeting her confort |evel
whi ch has not happened. She said Anendnent 6.1 would allow the
cruise ship industry to continue working on neeting the water
quality standards set in the 2006 Alaska Cruise Ship Initiative
("2006 Initiative"). Amendnment 6.1 would extend the conpliance
period to Decenber 31, 2020, allowing DEC to issue a b5-year
permt and extend it all the way through 2020, allow ng the
copper issue to be revisited.

1: 24: 32 PM

REPRESENTATI VE HAWKER nuai nt ai ned his objection to Arendnent 6.1
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A roll call vote was taken. Representatives Seaton, Tarr, and
Tuck voted in favor of Amendnent 6. 1. Represent ati ves Hawker,
Johnson, dson, P. WIson, Feige, and Saddl er voted against it.
Therefore, Amendnment 6.1 failed by a vote of 3-6.

1: 25: 24 PM

REPRESENTATI VE TUCK noved to adopt Anendment 7.1, |abeled 28-
GH1987\ A. 9, Nauman, 1/28/13, which read:

Page 2, line 25, through page 3, line 5:
Delete all material and insert:
* Sec. 3. AS 46.03.462(e) is repealed and reenacted

to read:

"(e) When issuing, reissuing, renew ng, or
nodifying a permt required under (a)(l) of this
section, the departnent may only include the

authorization of a mxing zone for a conmmercial
passenger vessel if

(1) that vessel enpl oys an advanced
wastewater treatnent system that falls wthin the
class of systens identified by the departnment under
(k) of this section or enploys other neans of
pollution prevention, control, and treatnent that the
departnment finds can achieve a quality of effluent
that is conparable to that of one or nore vessels
enpl oyi ng an advanced wastewater treatnent system and

(2) the permt prohibits the discharge of
untreated sewage, treated sewage, graywater, or other
wastewater wthin three geographical mles of the
coastline of the state unless a discharge is made for
the purpose of securing the safety of the commerci al

passenger vessel or saving life at sea and all
reasonabl e precautions have been taken for the purpose
of preventing or mnimzing the discharge; in this

par agr aph, "coastline" has the neaning given to "coast
line" in 43. U S C 1301."

Page 3, following |line 6:
I nsert a new subsection to read:

"(1) Under (e)(1) of this section, if a
comrer ci al passenger  vessel enpl oys an advanced
wast ewat er t r eat ment system that satisfies the
requirements of (e)(1) of this section, the departnent
shall find the comercial passenger vessel satisfies
all state technol ogy-based treatnent requirenents for
aut hori zation of a m xing zone."
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Rel etter the follow ng subsections accordingly.

Page 3, line 15:
Delete "(e)"
Insert "(e)(1)"

ojection was voiced by Representatives Johnson, Hawker, and
a son.

1: 26: 05 PM

REPRESENTATI VE TUCK explained that if mxing zones are going to
be allowed he would like to ensure that those zones are three
geographical mles away fromthe coastline where a |ot of human,
pl ant, and mammal activity occurs. He said he did not propose a
farther distance because that would elimnate any discharge
within waters controlled by the State of Al aska. He shared that
California has inplemented no m xing zones within three mles of
its entire coastline, a standard he thinks Al aska should have

However, he did not want to junp into that standard right away
because the ships m ght not have holding tanks that would allow
themto go out that far.

REPRESENTATI VE TUCK pointed out that because of the shape of
Al aska's coastline, three mles nmight create a "donut hole," or
gap, where ships would go to dunp, creating excessive dunping in
one spot. Therefore, he noved to anend line 13 of Amendnent 7.1
by deleting "three" and inserting "two" geographical mles.
There being no objection, the anendnent to the anendnent was
adopt ed.

1:28:41 PM

REPRESENTATI VE SEATON understood that Anendnent 7.1, as anended,
woul d permt the discharge of wastewater that did not neet water
gual ity standards.

REPRESENTATI VE TUCK confirnmed that this is correct.

1:28: 53 PM

REPRESENTATI VE P. W LSON asked how big the holding tanks are and
how far fromthe coastline do these tanks allow the ships to go.

CO CHAIR SADDLER requested Ms. Kent to address the practical
effects of Anendnent 7.1, as anended.
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M5. KENT replied she does not have that data with her, but of
the 28 or so large cruise ships that register to cone to Al aska,
10 do not discharge in Alaska waters. These 10 ships either go
outside [state waters] or discharge in a port facility. The
rest have the holding capacity to go into outside waters. I n
further response, she confirmed that shore-based facilities have
| ess stringent discharge requirenents than do the cruise ships;
therefore any cruise ship wastewater going through a shore-based
facility would not be treated to as high a degree and woul d not
be as clean in terns of the effluent.

1: 30: 27 PM

REPRESENTATI VE P. WLSON i nquired why, then, would cruise ships
be allowed to discharge into nmunicipal facilities. She surm sed
it would be better to allow the ships to discharge where they
are at.

M5. KENT responded DEC regulates the discharge from facilities,
not who can discharge into a facility. Ri ght now, DEC does not
prohibit a cruise ship from discharging to a nunicipa
wast ewat er treatnment system

REPRESENTATI VE TARR poi nted out that the ship's wastewater would
be treated in the rmunicipal wastewater treatnent system instead
of untreated wastewater fromthe ship being discharged [into the
ocean].

M5. KENT added that the wastewater is treated at the nunicipa
system but the level of treatnment it receives at the nunicipa
treatment system is not as good as it would be if it were
treated through the advanced wastewater treatnent system onboard
t he crui se ship.

1: 32: 39 PM

REPRESENTATI VE TARR noted that California has no m xi ng zones as
well as no discharge in its coastal waters. She related that
even treated sewage can contain pathogens, nutrients, and other
contam nants that affect hunman and environnmental health and
econom ¢ productivity.

REPRESENTATI VE TUCK stated that Anmendnment 7.1, as anended, is an
attenpt to work with the industry. He wants the cruise ships to
be efficient with their cruises and does not want them to have
to skip port facilities, so he is trying to ease into having no
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m xi ng zones close to shore. He added that with stationary port
facilities the location is known, neasurenents can be taken, and
| ocation of the edges is known, whereas testing is not accurate
for nmoving ships. He said there is a big difference between a
traveling city and a stationary city; salnon can navigate around
a stationary area. An easy solution would be allowng cruise
ships to dunp into nmunicipal facilities where there is control

1:34:24 PM
REPRESENTATI VE JOHNSON mai nt ai ned hi s objection.

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of Amendnent 7.1, as anmended. Representatives Johnson
A son, Seaton, P. WIson, Hawker, Feige, and Saddler voted
against it. Therefore, Anendnent 7.1 failed by a vote of 2-7.

1:35: 25 PM
CO- CHAI R SADDLER announced the bill is now before the commttee.

REPRESENTATI VE SEATON said HB 80 concerns him for several
reasons, one being overlapping mxing zones from numerous ships
using the sanme area for mxing zones. He said the 2006
Initiative stinulated DEC and the industry to go through a
process of reducing toxins being put into Alaska's waters. The
m xing zones will not be nonitored and individual vessels wll
again be able to be lax like they were in the past, resulting in
nore toxic discharge and cunulative discharge in Al aska's
wat ers. Amendnment 2 [l abeled 28-GH1987\ A 3, Nauman, 1/26/13],
which he put forward [on 1/28/13] and which did not pass, was
significant in that it would have disallowed m xing zone cruise
ship discharges in legislatively designated state critica
habitat areas. Wile DEC has said it wants the ability to make
that decision on its own, the decision is not the question. The
guestion is whether the legislature is going to give its
authority over to the administration to admnistratively nmake
the decision to allow cruise ship mxing zone discharges into

critical habitat. Wile he will not vote against noving the
bill from conmttee, he said the bill does not have his support
at this time for the aforenentioned reasons. Addi tionally,

extension of the current permt to allow science to catch up may
have acconplished the stringent control of pollutants in state
waters that was expressed in the 2006 Initiative.

1: 38: 44 PM
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REPRESENTATI VE P. WLSON asked whether HB 80 would |ower the
state's standards.

MS. KENT replied, "No."
1:39: 31 PM

CO CHAIR FEICGE said the cruise ship industry has been operating
for about three years under a general permt that allows ships

to discharge, but never once during discussion of the bill were
any instances brought up as to actual problens w th discharges
while operating under this general permt. Argunents agai nst
the bill were not, in his opinion, convincing-enough scientific
evidence to warrant any changes in the bill as presented.
Regardi ng overall philosophy, he recounted that while he was

training to be a mlitary officer, the mantra was to never nake
a rule that cannot be enforced. The corollary here is to never
make a rule that cannot be achieved. The scientific panel
appointed by the legislature delivered a report saying that the
advanced wastewater treatnent systens are the best economically

feasi ble technology available today and, nore than likely, in
the near future. The DEC is capable of tracking energing
technology, and for the tinme being the advanced wastewater
treatment systens wll satisfy the |legislature' s requirenent
that the state's waters stay as pristine as possible yet still
allow conmerce and tourism activity to continue. He said he
will therefore be voting in favor of the bill.

1:41:47 PM

REPRESENTATI VE HAVWKER stated that passage of HB 80 will free up
resources, therefore the bill should have a negative, rather
than a zero, fiscal note. He asked for there to be truth in
budgeting when resources are freed wup; for exanple, DEC
indicated earlier that the freed-up resources wll be put to

wor k doi ng sonmething else. He requested that the departnment ask
for resources when it needs to acconplish sonething else and
that its fiscal notes reflect relinquished resources.

1:43: 04 PM

REPRESENTATI VE TUCK said he is concerned about backsliding on
what the public put forth [in the 2006 Initiative]. A bal ance
can be achi eved between the cruise industry and keeping Al aska's
waters pristine and good for coastal economes, recreation, and
public health. Fifteen violations occurred in 2011 and he wants
to ensure the state helps the industry reach the standards so
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there are no violations. Because this was the goal of the
Sci ence Advisory Panel, he is disheartened to see it go away.
Wiile the state does not want to have a rule that cannot be
achieved, the state nust also have a vision and nust also set
goal s. He recalled reading about a patent officer who, in the
|ate 1800s or early 1900s, stated that the patent office m ght
as well be closed because everything that can be invented is
al ready i nvent ed. Engineering is only getting better and today
mniaturization is driving economes, and this applies to the
cruise ship wastewater treatnent systens and their wastewater
hol di ng tanks. Sone of the amendnents were achi evabl e, he said,
and he is concerned about giving DEC the flexibility to allow
m xing zones in critical habitat areas. No dunping at all is
allowed in Gdacier Bay National Park and Preserve, yet the
newspaper reported that the [water from four sw nm ng pools was
dunped into G acier Bay. He said he will not be supporting the
bill because it does not set goals and work with the industry to
get there, and is a step backwards.

1:46: 12 PM

REPRESENTATI VE TARR stated she will not be supporting the bil
at this tine. As soneone with a science background it is
di sappointing to her. She recalled that things used to be

regul ated under the saying that the solution to pollution is
dilution. Regulation has |ong since noved on fromthat, so this

is a terrible step backwards. In addition to the violations in
2011, there were 32 wastewater violations in 2009. Al aska
shoul d be encouragi ng new devel opnents, but now it will not keep
its status as a | eader. In five years Alaska will have m ssed
the boat for protecting sal non. She offered her hope that the
| egislature will not be |ooking back on this and regretting its

nove today. Steps should have been taken to at |east extend the
conpliance period to continue working on this.

1: 47: 44 PM

REPRESENTATI VE P. WLSON said nothing nore can be done than what
is currently being done. Additionally, the annual cost of about
$100,000 for the Science Advisory Panel would continue for an
undet erm ned anount of tine. She said she feels justified in
voting yes because the standards are not being |owered, nothing
nore can be done at this point in time, and general fund nonies
could be used for sonething else, especially given that the
state is $400 million short.

1:49:17 PM
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REPRESENTATI VE JOHNSON stated that California's solution to a
problem with permtting is to just say no rather than working
through it and allowing industry to find a solution. He does
not want to be conpared to California and he does not want
Al aska to be a state that just says no. He wants Al aska to be a
state that continues to work with industry so that mybe the
state can turn off the "not open for business” sign that seens
to have been placed at its borders.

1:50:14 PM
COCHAIR FEIGE noved to report HB 80 out of commttee wth
i ndi vidual recomendations and the acconpanying [zero] fiscal

not es.

REPRESENTATI VE TUCK obj ect ed.

A roll call vote was taken. Representati ves Johnson, d son
Seaton, P. WIson, Hawker, Feige, and Saddler voted in favor of
HB 80. Representatives Tarr and Tuck voted against it.

Therefore, HB 80 was reported out of the House Resources
Standing Conmittee by a vote of 7-2.

1:51:17 PM
The commttee took an at-ease from1:51 p.m to 1:55 p. m

HB 77- LAND DI SPOSALS/ EXCHANGES; WATER RI GHTS

1:55: 11 PM

CO- CHAIR FEI GE announced that the next order of business is
HOUSE BILL NO. 77, "An Act relating to the Al aska Land Act,
including certain authorizations, contracts, |eases, pernmts, or
other disposals of state |and, resour ces, property, or
interests; relating to authorization for the use of state |and
by general permt; relating to exchange of state land; relating
to procedures for certain admnistrative appeals and requests
for reconsideration to the comm ssioner of natural resources;
relating to the Alaska Water Use Act; and providing for an
effective date."

1:55: 24 PM

DAN SULLI VAN, Comm ssioner, Departnent of Natural Resources
(DNR), introduced HB 77 on behalf of the governor by way of a
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Power Poi nt presentation entitled "Statewide Pernmtting Reform"”
He acknow edged that there has been a lot of focus on oil and
gas and a gas line, but HB 77 illustrates that [permtting
reforn] is an inportant issue in terms of the state's future.
Wrk has been occurring on permtting reform for the past few
years, and it is an area that has received very strong
bi parti san support that he hopes to continue [slide 2].
Permitting reformis also a big issue nationally that is also a
bi partisan effort to nodernize and gain efficiencies wth
perm tting. He then highlighted an Econom st article entitled
"Over-reqgul ated Anerica" that concludes "Anerica needs a snarter
approach to regulation that will mtigate a real danger that
regulation may crush the I|ife out of America s econony.”
Furthernore, there was a Newsweek article in which forner
President dinton laid out what he viewed as the top ways in
which to get the econony noving, and nunber one was regul atory
reform and [granting waivers on environnental rules] to hasten
start tines of construction projects. Alaska is trying to |ead
in the area of permtting reform which is a nulti-year process.
Wth regard to conpetitiveness for the U S., he pointed out the
Behre Dol bear Goup, an investnent bank in Canada, performs an
annual survey of mneral sector investnent [slide 3]. In terms
of regulatory permtting, last year the US. ranked |ast and
this year tied for last with Papua New CGui nea. He then pointed
out that federal rules negatively inpact states and result in a

7- to 10-year waiting period before mne devel opnent can begin.
In other industrialized countries, the time to reach mne
devel opnment is a lot less, particularly in Australia where the

tinmeframe is three to four years. The Kensington Mne as an
exanple of lengthy waiting periods, and mght not be producing
had there not been the Suprenme Court deci sion. In contrast,

construction of the 1,500-mle Alcan H ghway, which has been
characterized as a big nmonent in history, took only nine nonths.
Places with high environnental standards, such as Al aska, can
have lengthy [permtting] delays that result in investnment going
to places that have nuch less stringent standards, such as
Russia [slide 4]. Conmi ssioner Sullivan maintained the
coommitment to high environmental standards, but opined that
permtting reform hel ps maintain global environnmental protection
because it keeps projects in locations with high environnmental
standards, which is inportant.

2:02: 28 PM
COWM SSI ONER SULLI VAN nentioned the strategies the departnent is

undertaking with regard to Trans-Al aska Pipeline System (TAPS)
t hroughput decline [slide 5] wth regard to strategic and
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critical mnerals. Permitting reform he enphasized, cuts
across a nunber of different issues, including jobs, econonc
growh, and responsible resource devel opnent. Ther ef or e,
permtting reform is part of a broader strategy in which the
departnment recogni zes the need to enhance coordi nati on anong the

state agencies [slide 6]. To that end, DNR has sought input
from various conmunities and groups regarding ways to make the
permtting system nore efficient, tinely, and certain. The
departnment has also worked on trying to inprove coordination
between the state and federal governnment. Federal permtting

i npacts al nost every project in Al aska, whether it is on state
or federal land, a prine exanple being Point Thomson which is
| ocated on state land. The departnment has also tried to get in
front of issues that it believes will be inportant to the state
in order to be prepared when they arise, an exanple being the
Shale Q1 Task Force. He then related that the next couple of
slides highlight the strong bipartisan |egislative progress
support the departnent has experienced. The |egislative support
has been in the form of statutory changes as well as budget
increnents [slide 7]. For exanple there was a significant
increnent to Division of Mning, Land and Water for personnel
revanpi ng and nodernizing the permtting system which has had a
positive effect. Commi ssioner Sullivan then directed attention
to slide 8 regarding backl ogged permts. Al though there is a
host of reasons for the backlog, having 2,600 backl ogged permts
is not good for jobs, economic growmh, or the private sector.
Therefore, with this comrttee and the |egislature' s assistance
DNR has been very focused on decreasing the backlog to zero
within three years. Since the beginning of fiscal year (FY)
2012, the backlog has been reduced by 38 percent for which he
conplinmented the efforts of M. Goodrum and M. Menefee. Wi | e
t he backlog reduction and nodernization efforts are occurring
the departnment continues to receive a lot of new permts.
Comm ssioner Sullivan said he believes the backlog reduction
effort is on track.

2:08: 33 PM

COWM SSI ONER SULLI VAN rem nded the commttee that |ast year the
governor introduced House Bill 361, which the |egislature passed
with strong bipartisan support [slide 9]. The depart nment

realizes that there is no panacea, and therefore it has focused
on statutory changes that create efficiencies. Although sone of
t hose changes are not that |arge, taken together there becones a
system that is nore rational and brings the tineliness and
certainty. Addressing the backlog is a conbination of ideas,
sonme of which have conme through the ranks. The departnment has
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al so reached out to entities involved in the permtting process
and system and some of +the changes were the result of
constituent suggestions to |egislators.

2:11: 02 PM
REPRESENTATI VE JOHNSON asked what constitutes a backl og.

COWMM SSI ONER SULLI VAN deferred to the team but added that the
departnment has attenpted to define that.

2:12: 01 PM

REPRESENTATI VE SEATON, referring to slide 6 and the Shale G|
Task Force, requested an update on the progress the agency is
making [in ternms of anticipating and planning for permtting the
next phases of resource devel opnent].

COWM SSI ONER SULLI VAN agreed to provide such an update.
2:12: 47 PM

CO CHAI R FEI GE passed the gavel to Co-Chair Saddl er.
2:13: 03 PM

REPRESENTATI VE TUCK inquired whether the sanme standard is used
year-to-year.

COW S| SONER SULLI VAN bel i eved so, but deferred to M. Goodrum

REPRESENTATI VE TUCK commented that it |ooks like the division
has gotten off to a really good start by addressing over 1,000
of the backlogged permts. He imagined that it would only
continue to get better.

2:13:48 PM

CO CHAI R SADDLER inquired as to the anecdotal comments regarding
Al aska's permtting reginme that Conmm ssioner Sullivan has heard
during his travels advocating Al aska as a resource state.

COWM SSI ONER SULLI VAN responded that often there are positive
comments, particularly with regard to the North Slope as having
a great resource potential and a basin that has potential wth
various types of oil fields. There are also coments wth
regard to costs, which relate to tax issues, conpetitiveness,
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remoteness, and permtting and litigation delays. A lot of

focus has been on Shell's drilling problens; however, from DNR s
perspective there have been real problenms with the federal
government delaying permtting for the drilling of exploration

wells in that area of Al aska. Broadly, there is a sense that
there is a lot of delay in Al aska, which is why the departnent
wants to address [permtting reform.

CO CHAIR SADDLER noted the House just passed HR 5, which calls
the federal government to coordinate with the state and state
agenci es as they consider Quter Continental Shelf (OCS) work.

2:16:42 PM

REPRESENTATI VE TARR, referring to the slides specifying the
operating budget increases, directed attention to the FY12
appropriation for approximately $2.7 mllion in operating funds
to the Division of Mning, Land and Water to create efficiency,
timeliness, and certainty in the permtting process and in FY13
an additional $950,000 to cover increased personnel costs and
fill vacant positions focused on permtting. She then recalled
that in the md 1990s the |egislature went through $250 million
worth of budget cutting that is cuts of $50 mllion from the
budget each year. The aforenentioned was |argely acconplished
by elimnating staff of sonme of the departnents. Sonme at the
time felt those cuts were penny wi se and pound foolish because
it would limt DNRs and DECs ability in ternms of being
efficient wth the permtting process. Ther ef or e, she
guesti oned whether the |egislature now has to make up for those
budget cuts. She further questioned how the |egislature can do
a better job to achieve a stable | evel of funding.

COW SSI ONER  SULLI VAN said he does not have the historical
context to comment on the past. However, sone of the backl og
and permitting efficiency issues are related to personnel issues
and sonme are related to nodernizing the systenms and maki ng them
nore efficient. Therefore, it was a conmbination of things and
the current desire is to continue to address permtting reform

2:19:21 PM

REPRESENTATI VE TARR acknow edged the bill has a zero fiscal note
and asked whether the legislature will entertain any operating
budget increases for additional permtting staff.

COW SS| ONER SULLI VAN bel i eved the answer is no, but offered to
get back to the commttee on that.
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2:20: 01 PM

REPRESENTATI VE HAWKER clarified that budget cuts in the md-
1990s were not so nuch a budget reduction as the creation of
of f - budget accounting so that they were treated as (indisc.)
recei pt supported services. He further clarified that it was
nore of a matter of changing it from general fund appropriations
to other categories of appropriations.

2:21: 37 PM

BRENT GOODRUM Director, Division of Mning, Land and Water
(DMLW, Departnment of Natural Resources (DNR), in response to
Representative Johnson's earlier question, expl ai ned what
constitutes the "backlog" are those [permt] applications that
are deened conplete and considered an authorization that need to
be adjudicated that are at the point of issuance, whether it be

approved or denied. In further response to Representative
Tuck's earlier question, M. Goodrum confirnmed that the division
is considering "apples to apples” in the chart [on slide 8]. As

the Unified Permt Project continues, he opined that there wll
be far greater granularity and transparency into the system
Therefore, the division will be able to talk in different
nmetrics and specify the amount of tinme that it takes an
authorization at a specific time of year and determ ne when it
will be adjudicated and comunicate that with the applicant.
The system the division is nmoving to with the Unified Permt
Projects wll provide greater visibility into the division's
process. In response to Co-Chair Saddler, M. Goodrum confirned
that he is using the term "granularity" to nean precision and
detail .

2:23:49 PM

REPRESENTATI VE JOHNSON renarked he believes DNR is doing a good
job, but said he wants to get a benchnmark for the backlog to
ensure that not just the easy permts are being addressed.

MR. GOODRUM agreed that not all permts are equal as sone have
greater significance to the state and various industries, which
is weighted when the application is considered. The division
works to expedite those projects of great significance and is
not just addressing the easy permts.

2:25:22 PM
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REPRESENTATI VE TUCK comrented that it would be nice to know how
many new permits were applied for in 2012, particularly since it
does not seem that the division will ever reach zero permts.
He then expressed interest in having data that specifies the
nunber of vyears a permt application has been in the system
bef ore bei ng cl osed.

2:26: 08 PM

MR. GOODRUM responding to Co-Chair Saddler, inforned the
committee that he served 20 years of active duty service as a
marine infantry officer/reconnaissance officer. During that

time, he pursued a post graduate education and earned a Masters
in operations research, which is about how to | ook at systens of
systens and inprove efficiencies, and his work in this area for
the U S. Marine Corps is what brought him to Al aska. He told
the conmttee that M. Menefee has been a public servant of the
state with DNR for over 20 years, and that as the chief
operations officer M. Menefee has a broad know edge of the
statutes that inmpact many of the authorizations.

2:27: 13 PM

WYN MENEFEE, Chief of Operations, Division of Mning, Land and
Water (DMLW, Departnment of Natural Resources (DNR), inforned
the committee that he began his career as a park ranger and
wor ked his way up through the departnent. He said he has been
in his current position about eight years. He then directed the
committee's attention to the briefing docunent entitled "HB 77:
Land D sposal s/ Exchanges; Water Rights Briefing Paper" dated
January 30, 2013. He explained the division already has the
authority to perform general permts, but there is no explicit
statutory | anguage that specifies general permtting is allowed.

Because the division will be doing nore general permts, HB 77
will explicitly clarify in statute that the division can perform
general permts. Currently, there is an application for state
| and use, the division then puts it out for public notice, and
then makes a decision whether it is appropriate or not. Wth a
general permt, there is the know edge that there wll be a

certain ampunt of applications for a certain activity and the
di vision prescribes the paraneters in which those applications
should fit in order to obtain a permt. The notion is that the
aforenentioned wll reduce costs and tinme for the applicant
because, after a full public notice and review is conpleted of
setting up a general permt, the subsequent authorizations from
the general permt do not go through the full decision and
public notice process.
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2:29:57 PM

REPRESENTATI VE SEATON inquired how to constrain a general permt

so that it wll be nost applicable to particular regions or |and
t ypes.

MR. MENEFEE responded there has to be the ability to define the
[ paraneters] and nost often, general permts wll be specific to
a region/area or activity. However, there nay be sone genera

permts for which the paraneters can be defined well enough to
apply statewide. For exanple, the division has a general permt
for non-tinber forest product sales, which is the result of a
full-blown process regarding how the harvest has to occur,
including quantities and harvest nethodologies, and those
statewi de general permts can be applied for and purchased
onl i ne. An exanple of a regional general permt is the boat
storage in Cook Inlet that went through a process that resulted
in specific paraneters that if net by the applicant results in
the awarding of a permt.

2:32: 18 PM

REPRESENTATI VE SEATON, referring to the inability of the
legislature to inplenent statutes of statewi de applicability,
asked whether there are any identified l|egal problenms wth
passing the authority for those general permts that could be
restricted and not be statew de.

MR. MENEFEE said the Departnent of Law is available to answer

any specific legal questions. He reiterated that the division
already has this authority; it is just not explicitly stated for
general permts. In the past, the division has issued statew de

and regional general permts that were vetted by the Departnent
of Law and acconplished wi thout any |egal ramfications.

2:33:32 PM

CO CHAIR FEI GE asked whether there are precedents for this type
of general pernmit in other agencies besides state agencies.

MR. MENEFEE replied yes, and cited the US. Arny Corps of
Engi neers nati onwi de general permts. O her federal agencies
process general permts for wvarious authorizations under
regul atory schenes, and the Departnent of Envi ronnment al
Conservation (DEC) issues general permts. Ceneral pernmits are
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al so used in Western states as a way to help get nore done while
doing so in an effective nmanner.

2:34: 30 PM

REPRESENTATI VE TARR remarked that the non-tinber forest product
sales and boats [general permts] seem noncontroversial. She
asked what other types of activities, including resource

devel opnment activities, would fall under a general permt.

MR. MENEFEE said that general permts could be wused for
cormercial filmng on state l|and, personal use cabin pernts

fl oat home renewal s, comer ci al recreation permts, and
installation of heat punps for renewable energy. In further
response, M. Menefee confirmed that general permts could be
used for resource extraction activities. Al though there is no
prohibition for using a general permt for resource extraction

the challenge is accurately prescribing the paranmeters of the
activity in which the operator has to fit such that it is common
to whoever applies. He noted that the public has the
opportunity to participate and appeal a decision prior to
i ssuing a general permt.

2:36:21 PM

REPRESENTATI VE SEATON asked then whether is it possible to
statutorily give the division authority to establish best
practices for mnes. He posed a scenario in which there is an
open pit mne in the state for which the division establishes
Six criteria. In such a case, would the DNR permt already be
granted under a general permt for a mne that says it wll
follow those criteria, he asked.

MR. MENEFEE opined that it would be very difficult to cover

everything that would be necessary. He pointed out that the
suggestions he put forth are very limted in scope, which is how
general pernmits can work. Regardi ng resource extraction, there

may be a certain aspect [that would fit into a general permt].
However, it is hard to envision that a general permt could be
devel oped to enconpass everything necessary for a large mne.
M. Menefee said he does not believe that is the intention with
the general permt. Again, this authority already exists under
AS 38.05.0202(a)(1) and HB 77 merely specifies [the action] as a
general permt in order to clarify to the public that this
authority exists.

2:38: 26 PM
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REPRESENTATI VE TUCK questioned what a general permt is
currently titled.

MR. MENEFEE clarified that currently there are general permts,

but they are not referred to that in statute. He offered to
read the conmittee the statute from which the division believes
it has the authority to issue general permts. Most of the

chal l enges against the division are related to procedure, and
therefore the division can elimnate a legal risk if it can
provi de absolute clarity that general permts are allowed. The
aforenentioned is what is targeted with HB 77.

REPRESENTATI VE TUCK stated that it would be helpful for M.
Menefee to point out, when he reaches that section in HB 77,
where the | anguage specifying general permts is being added in
statute.

2:39: 52 PM

MR. MENEFEE, noving on to point 2 of the briefing paper,
explained that currently DM.W has the authority to exchange
| ands. That authority is specified in Titles 29 and 38. When
DMLW does exchanges for state land, they are disposals of
i nterest. Currently, Title 38 land exchange |anguage makes it
difficult to fulfill all the requirements in statute to perform
a |l and exchange. As nunicipal entitlenments are conpleted, there
will be nore conplicated |and exchanges. There is a mxed
ownership pattern, and therefore developnment projects or
muni ci palities my need to consolidate |land or exchange | and.
Under the proposed change in HB 77, Title 38 exchange statutes
woul d be nodified such that the exchange would go through a
normal AS 38.05.035(e) decision process, which is a disposal of
i nterest decision process. The process utilizes public and
agency review and a formal decision that is in the state's best
interest is being made. The aforementioned is already utilized
for many disposals of state land and DMW does not view
exchanges of state land as any different. Therefore, the
division wants to ensure that it <can perform its duties
efficiently and the same way that other decisions are nade.
However, currently there is a higher burden on the exchanges
that make it difficult to conplete; for exanple, the False Creek
| and exchange took 25 years to conplete. The change proposed in
HB 77 woul d reduce the tinme and cost to the applicant.

2:42: 30 PM
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REPRESENTATIVE TUCK inquired as to why the False Creek |and
exchange took so long to conplete and whether that would be
fixed by HB 77.

MR. MENEFEE explained that in general there was a situation in
whi ch appraisals were performed, but they would becone stal e due
to the requirenments of the process. Therefore, a re-appraisal
and further negotiations would occur, which took nore tinme. The
idea canme from his discussions with the |and exchange staff,
which revealed that very few exchanges have occurred since
enactnent of the [existing] statute. The suggestion was that
perform ng |land exchanges with a disposal of interest decision
woul d speed the process.

2:43:59 PM

MR. MENEFEE, returning to his briefing paper, related that point
3 addresses reducing the risk of litigation, which could have
some adverse ramfications. Currently, part of the statute
addresses the types of paynents, all upfront or over tine per a
contract, that can be utilized with |and sales. Existing |aw
only speaks to land sold by auction, although land is sold in
situations other than by auction. The desire for all |and sales
is to be able to enter into a contract to pay over tine. | f
there was a challenge and the chall enger prevailed, there would
be the risk of losing mllions of dollars in land sales each
year. Therefore, the division wants to able to continue the
practice of entering into contracts that allow paynment over tine
and the individual eventually obtains their patent.

2:45: 28 PM
REPRESENTATI VE HAWKER, referring to Section 7 of HB 77, asked

why "or property" is being added when the overarching section,
Title 2, is the sale of |and.

MR. MENEFEE responded that a developnment on the land - for
exanple, a house - is an issue that sonetinmes occurs.
Therefore, the devel opnment has to be sold as well as the |and.

2:46: 31 PM

REPRESENTATI VE HAWKER rel ated his understanding that DM.W has a
practice of accepting full paynment at closing. In a bid
situation, the division wuld take a 5 percent deposit and
accept cash at closing or offering term paynments. The idea, he
surmsed, is to make it very clear that term paynents nmay be
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made in all instances in which the division disposes of |and or
property.

MR. MENEFEE confirnmed that to be correct.

2:47: 02 PM

REPRESENTATI VE HAWKER asked whether the nmandate | anguage of
"shall" potentially prohibits the division fromoffering cash at
cl osing paynents. He suggested consideration of changing the
| anguage to read as follows: "the renainder of the purchase
price to be paid at the time of closing or in nonthly ...."

MR. MENEFEE deferred to the Departnent of Law (DOL), although he
said he believes the division still has the ability to put all
t he noney down right away.

2:49:45 PM

ASHLEY BROW\, Assistant Attorney General, QIl, Gas & Mning
Section, Natural Resources Section, Departnent of Law, said she
woul d get back to the conmmttee with an answer.

2:50: 09 PM

REPRESENTATI VE TARR, referring to [Section 22, page 15, Iline
11], pointed out that the reference to "the m neral estate" does
not appear to have been in the previous statute that is being
elimnated with these changes. She requested M. Mnefee to
speak to that.

MR. MENEFEE expl ained that in cases where soneone owns both the
surface and mneral estate and is willing to give it to the
state, the value of it would have to be determned in order to
achi eve an exchange.

2:51:25 PM

REPRESENTATIVE TUCK inquired as to whether the state could
exchange mneral rights away.

MR. MENEFEE answered that although it is unlikely, technically
the state could do so. In further response, he said the state
would always like to maintain the opportunity for people to
stake mning clainms, particularly where it will have no adverse
effect. Typically, the state aggressively tries to protect that
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right because it is the dom nant estate. Still, there nay be
sone situation where it may be advantageous to do so.

2:52:56 PM

REPRESENTATI VE TARR related her wunderstanding that the state
owns the mneral rights/subsurface rights. Therefore, she
guestioned who as a private |andhol der, save the Al aska Native
corporations, would be a private |andholder who holds their
m neral rights.

MR. MENEFEE responded that there are quite a few individuals who
do own their own mneral rights, but he could not nane them He
specified that private individuals do hold mneral estates to
their properties, which often are from the federal governnent.
For instance, soneone could have staked a federal mning claim
and that individual could apply and obtain a federal patent to
that mineral claimas the individual owns the mineral estate.

2:53: 52 PM

MR. MENEFEE, returning to his briefing paper, directed attention
to point 4, which proposes extending a lease for up to two years
in two specific instances. Per statute, a long-term |essee
allows a preference right to purchase the land, which nerely
nmeans that there is an option to sell the land to the long-term
| essee. The aforenmentioned can be applied for up to the end of
their |ease. Therefore, at the end of a |ease, the state could
face having to authorize structures that are already inproved
for the period while the state decides whether to sell it or
not . The division wants a two-year window in which to perform
that activity, adjudication, or decision. There are also
situations in which a lessee finds the need to expand their
business. If the |essee has substantially changed what they are
doing, [DMMW has to review it. The aforenentioned two-year
extension would keep the business legal with a |ease while the
di vi si on adj udi cates the request.

2:55:59 PM

CO CHAI R SADDLER i nquired as to what a preference right is.

MR. MENEFEE expl ained that a preference right nmeans that without
having to go to conpetition, the |essee can apply for sonething.
Nor mal | y, di sposal of state land 1is done conpetitively.

However, in a case in which a |essee has a long-term | ease, the
| essee could apply for a preference right under AS 38.05.102.
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Al t hough the statue does not specify the |lessee will obtain it,
it allows for the |l essee to request it nonconpetitively and the
[division] can adjudicate whether it is in the state's best
interest to sell that land to the | essee.

2:57: 09 PM

CO- CHAIR FEI GE surm sed that being able to grant that preference
right could be considered an incentive for making investnents
and to further the settlenent of the |and.

MR. MENEFEE replied yes, adding that for long-term | eases the
di vision does not dictate how nmuch the |essee invests. Still,
it could be considered an incentive because the | essee would not
| ose their investnent since they would have the option to
purchase it.

2:57:41 PM

REPRESENTATI VE SEATON clarified his wunderstanding that the
proposed extension in point 4 is only for | eases not permts.

MR. MENEFEE confirnmed that to be the case.
2:57: 57 PM

REPRESENTATI VE TUCK asked whether there is a definition for
| ong-term | ease.

MR. MENEFEE offered to get that information to the conmttee.
2:58:12 PM

REPRESENTATI VE TUCK surm sed that the two-year w ndow is not
just for a preference right for the | essee to purchase the | and,

but also to extend the | ease.

MR. MENEFEE posed a scenario in which there is a 40-year |ease

and explained that to extend the |ease [DMW nust still go
t hrough a decision process. However, |ast year the legislature
approved a r enewal statute t hat al | oned one-ti e,
nonconpetitive, equal-term extensions. In this case, if the

| essee is in good standing, the |essee could obtain another 40-
year | ease. Al t hough the aforenentioned change encouraged nore
devel opnment, it did not take into account whether the |essee had
substantially changed their operations. A substantial change in
operations would result in the need for DMW to perform a new
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and full adjudication of that |ease. Meanwhi |l e, there would be
unaut hori zed devel opnent on the | and. In further response, M.
Menefee confirmed that once an individual has a |ease and has
made investnents in the land, it nmakes sense to continue it.
3:00: 14 PM

REPRESENTATI VE P. WLSON asked whether point 3 would apply to
waterfront | eases as well.

MR. MENEFEE said yes, specifying that they are referred to as
upl and | eases and tidel and | eases.

[HB 77 was hel d over. ]

3: 00: 55 PM

ADJ OURNMENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:01 p. m
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