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HOUSE BI LL NO. 216

"An Act relating to obstruction or interference with a person's
free passage on or use of navigable water; and anending the
definition of 'navigable water' under the Al aska Land Act."

- MOVED CSHB 216( RES) QUT OF COW TTEE

HOUSE BI LL NO. 274

"An Act relating to extensions of certain state |and | eases;
relating to the exchange of state land; and relating to the
definition of 'state land.""

- HEARD & HELD

HOUSE BI LL NO. 247

"An Act relating to confidential information status and public
record status of information in the possession of the Departnent
of Revenue; relating to interest applicable to delinquent tax;
relating to disclosure of oil and gas production tax credit
information; relating to refunds for the gas storage facility
tax credit, the Iliquefied natural gas storage facility tax
credit, and the qualified in-state oil refinery infrastructure
expenditures tax credit; relating to the minimumtax for certain
oil and gas production; relating to the mninmum tax cal cul ation
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for nmonthly installnent paynments of estimated tax; relating to
interest on nonthly installnment paynents of estimted tax;
relating to limtations for the application of tax credits;
relating to oil and gas production tax credits for certain
| osses and expendi t ures; rel ating to l[imtations for
nontransferable oil and gas production tax credits based on oil
production and the alternative tax credit for oil and gas
exploration; relating to purchase of tax credit certificates
fromthe oil and gas tax credit fund; relating to a m ninmm for
gross value at the point of production; relating to |ease
expenditures and tax credits for nunicipal entities; adding a
definition for "qualified capital expendi t ure"; adding a
definition for "outstanding liability to the state"; repealing
oil and gas exploration incentive <credits; repealing the
l[imtation on the application of credits against tax liability
for lease expenditures incurred before January 1, 2011;
repealing provisions related to the nonthly install ment paynents
for estimated tax for oil and gas produced before January 1,
2014; repealing the oil and gas production tax credit for
qualified capital expenditures and certain well expenditures;
repealing the calculation for certain |ease expenditures
applicabl e before January 1, 2011; meking conform ng anmendnents;
and providing for an effective date."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HB 216

SHORT TITLE: NAVI GABLE WATER, | NTERFERENCE, DEFI NI TI ON
SPONSOR(s) : REPRESENTATI VE(s) TALERI CO

01/ 19/ 16 (H PREFI LE RELEASED 1/ 8/ 16
01/ 19/ 16 (H READ THE FIRST TIME - REFERRALS
01/ 19/ 16 (H) RES

03/ 16/ 16 (H) RES AT 1: 00 PM BARNES 124

03/ 16/ 16 (H) Heard & Hel d

03/ 16/ 16 (H) M NUTE( RES)

03/ 18/ 16 (H) RES AT 1: 00 PM BARNES 124

BILL: HB 274

SHORT TITLE: STATE LAND, EXCHANGES; LEASE EXTENSI ONS
SPONSOR('s): REPRESENTATI VE(s) MINCZ

01/ 22/ 16 (H READ THE FIRST TIME - REFERRALS
01/ 22/ 16 (H) RES
02/ 08/ 16 (H) RES AT 1: 00 PM BARNES 124
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02/ 08/ 16 (H -- MEETI NG CANCELED - -
03/ 18/ 16 (H RES AT 1: 00 PM BARNES 124

W TNESS REG STER

JOSHUA BANKS, St aff

Representative David Tal erico

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: On behalf of Representative Talerico,
sponsor, provided answers to questions previously raised about
HB 216.

CRYSTAL KCENEMAN, St aff

Representati ve Cathy Minoz

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: On behal f of Representative Miunoz, sponsor,
i ntroduced HB 274.

WYN MENEFEE, Deputy Director

Al aska Mental Health Trust Land Ofice

Depart ment of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions regarding HB 274.

DOUG | SAACSQN, General Manager

M nto Devel opnent Corporation

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 274.

BART GARBER, President, CEO

Toghot t hol e Cor poration

Nenana, Al aska

POSI TI ON STATEMENT: Testified in support of HB 274.

ACTI ON NARRATI VE

1:01: 04 PM

COCHAIR DAVID TALERICO called the House Resources Standing
Commttee neeting to order at 1:01 p.m Representatives O son
Johnson, Josephson, Tarr, Herron, Chenault (alternate), Nageak

and Talerico were present at the call to order. Representati ve
Seaton arrived as the nmeeting was in progress.
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HB 216- NAVI GABLE WATER; | NTERFERENCE, DEFI NI TI ON

1: 02: 00 PM

CO- CHAI R TALERI CO announced that the first order of business is
HOUSE BILL NO 216, "An Act relating to obstruction or
interference with a person's free passage on or use of navigable
water; and amending the definition of 'navigable water' under
the Al aska Land Act."

[Before the commttee was the proposed comm ttee substitute (CS)
for HB 216, Version 29-LS0995\E, Bullard, 3/14/16, adopted as
t he wor ki ng docunment on 3/16/16. ]

1: 02: 33 PM

JOSHUA BANKS, Staff, Representative David Talerico, Al aska State
Legi sl ature, di scussed the sponsor's 3/18/16 nenorandum
included in the commttee packet, that details the questions
raised by nenbers during the commttee's 3/16/16 neeting. He
addressed the <concern raised by Representative Seaton and
Representative Herron about whether there would be restrictions
to prevent possible harm from all-terrain vehicles (ATVs)
operating along and through anadronous streans. He said the
sponsor confirmed with the Alaska Departnent of Fish & Gane
(ADF&G) and the Al aska Departnment of Natural Resources (DNR)
that the statutes «currently in place wuld provide sone
restrictions on what activities could be conducted in or around
navi gabl e waters. He relayed that ADF&G notified the sponsor of
AS 16.05.871, which requires a person to obtain a permt to
conduct certain activities around anadronmous waters and isS in
place to ensure adequate protection of ADF&G resources. M.
Banks elaborated that AS 16.05.896 allows for a m sdeneanor
offense to be issued to anyone doing material damage to sal non
spawni ng grounds or disrupting salnon mgration. He further
expl ained that there are a nunber of statutes DNR could use to
restrict or manage the wuse of waters through regulation,
i ncludi ng determ ning which uses are inconpatible within certain
ar eas. Drawi ng attention to Section 1 on page 1 of Version E
he pointed out that AS 38.05.128(a) gives permssion to a state
agency to obstruct the free passage of navigable waters if it is
aut horized by law or permt issued by a federal or state agency.
So, he continued, a departnent could stop an activity causing
harmto sensitive areas if there is an authorization in the | aw

MR. BANKS next addressed the concern raised by Representative
Josephson regarding whether the 1824 U.S. Suprene Court case
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G bbons v. Ogden [nmay cause a problem for the state's definition
of navigable water]. M. Banks explained that this case dealt
primarily wth interstate commerce and did not deal wth
navigability unless it was closely associated with interstate
commer ce

MR. BANKS |astly addressed the concern raised by several
testifiers regarding the deletion of the |anguage "but not
l[imted to". He reported the deletion is being done due to a
| egal preference that Legislative Legal and Research Services
has started noving toward. He explained that using the single
word "including"” has the sane |legal neaning as "including but
not limted to", and gets the point across using | ess words.

1: 07: 35 PM

REPRESENTATI VE JOSEPHSON noved to adopt Conceptual Amendnent 1,
whi ch read:

Page 1, line 8, following "law';

Insert "or regulation,"”

CO CHAI R TALERI CO obj ected for purposes of discussion

REPRESENTATI VE JOHNSON requested a copy of the anmendnent prior
to di scussi on.

1: 08: 41 PM
The conmittee took a brief at-ease.
1: 10: 55 PM

REPRESENTATI VE JOSEPHSON expl ai ned why he is offering Conceptual
Amendnent 1. He said he was advised by an attorney who is a
water rights expert that the definition in Version E could be
restrictive. He noted the Constitution of the State of Al aska
Article VIII, Section 14, Access to Navigable Waters, states,
"Free access to the navigable or public waters of the State, as
defined by the legislature, shall not be denied any citizen of
the United States or resident of the State, except that the
| egislature may by general law regulate and limt such access

for other beneficial uses or public purposes.”™ He further noted
that Title 5 contains a huge nunber of ADF&G regul ations, many
created by the Alaska Board of Gane. In further research he

found the 3/2/01 decision for the case, Interior Al aska Airboat
Association Inc. v. State of Alaska, Board of Gane, which
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concerned regulations in the Nenana region and the Noatak River
and whether, for exanple, on a navigable waterway the Al aska
Board of Gane could say an airboat or an aircraft cannot be used
in certain |ocations. The Suprene Court of Alaska ruled that
the Al aska Board of Gane can do that, he related. He said he
wants the record to reflect that it is not necessarily a free-
for-all across Alaska's navigable waters and so he is offering
t his anendnent.

1:13: 16 PM

REPRESENTATI VE JOHNSON brought attention to Version E, page 2,
lines [1-2], which state, "authorized by the conm ssioner after
reasonabl e public notice." He held that this is regulation and
therefore adding "or regulation"” is unnecessary.

CO CHAIR TALERI CO said the legislature as a body defines the |aw
of the state, which engages the departnments to actually create
regul ations. So, since law is covered in the bill, his question
is whether it would be redundant to add "or regulation". He
opined that regulations are born via the laws provided by the
| egi sl ature.

REPRESENTATI VE SEATON offered his wunderstanding that "law'
i ncludes both |aw and regul ations of the state; it is not sinply
by statute, law is a broader term

REPRESENTATI VE TARR allowed it may be accurate that the proposed
| anguage is unnecessary, but said HB 216 would be nmade nore
clear by including "or regulation". She suggested taking a
brief at ease in order to solicit the opinion of Legislative
Legal and Research Servi ces.

CO- CHAIR TALERICO said he personally does not have a |lot of
heartburn about adding the anmendnment, even though he is unsure
how necessary it is.

REPRESENTATI VE HERRON said he views the anmendnent as a "belt and
suspenders" anendnent and agreed the anendnent is redundant.

CO- CHAI R NAGEAK concurr ed.
1:16: 40 PM

CO- CHAI R TALERI CO renoved his objection. There being no further
obj ection, Conceptual Anendnent 1 was adopt ed.
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1:17: 07 PM

REPRESENTATI VE TARR offered her appreciation for the answers to
the questions, particularly the issue of sensitive areas and
protection of anadronobus streans. She addressed previous
testifiers who my be Ilistening saying that although the
definition is becom ng broader, commttee nenbers care about the
state's salnobn and want to avoid any unintended consequences,
while [protecting the use of] notorized vehicles.

CO-CHAIR TALERICO offered his appreciation for the questions
raised by the commttee nenbers, saying it is the comrmttee's
responsibility to vet the bills and pursue answers.

REPRESENTATI VE SEATON referenced the definition that people have

basically unlimted access to waters of the state. He shared
his hope that the addition of nethods, such as all-terrain
vehi cl es, snow nachi nes, and so forth, wll be further
investigated by the sponsor to ensure that adding "in any
season” is not expanding access of citizens upon private
property. He posited it would be good to clarify that expanding
the definition and what can be used will not result in invading

private property by statute that all ows peopl e access.

1:20: 05 PM

CO-CHAIR NAGEAK noved to report the proposed conmttee
substitute (CS), Version 29-LS0995\E, Bullard, 3/14/16, as
anended, Wi th attached fiscal not es and i ndi vi dual

recommendat i ons. There being no objection, CSHB 216(RES) was
reported fromthe House Resources Standing Commttee.

1: 20: 42 PM
The commttee took an at-ease from1:20 p.m to 1:23 p. m

HB 274- STATE LAND; EXCHANGES; LEASE EXTENSI ONS

1:23:30 PM

CO CHAI R TALERI CO announced that the next order of business is
HOUSE BILL NO 274, "An Act relating to extensions of certain
state land leases; relating to the exchange of state |and; and
relating to the definition of 'state land.""

1: 23: 47 PM
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CRYSTAL KCENEMAN, Staff, Representative Cathy Minoz, Al aska
State Legislature, introduced HB 274 on behalf of Representative
Munoz, sponsor. She said the sponsor introduced HB 274 after
bei ng approached with the issue by a Juneau non-profit that had
worked with the Departnment of Natural Resources (DNR) on trying

to conplete a |and exchange. She said the sponsor researched
statutes and talked with DNR about what was hindering the |and
exchange. Through research, the sponsor realized the issue

stemmed well beyond just this local non-profit in that it is an
issue for non-profits across the state, including |and exchanges
involving Native corporations, the Al aska Mental Health Trust

Aut hority (AMHTA), and federal |and exchanges. The sponsor
found inefficiencies within Title 38.50 in the way statutes
govern |and exchanges. Title 38.50 land exchanges are witten
differently than the nunicipal [|and exchanges. State |and

exchanges call for the value of the land that is being appraised
to be "exactly equal to" when talking about the surveying of
land. Municipal |and exchanges call for it to be "approximtely
equal to", which allows for consideration of other factors, such
as public interest and access to the land, sonmething that Title
38.50 does not allow for and is a nmajor hurdle.

M5. KCENEMAN poi nted out that the other issue is that appraisals
under 38.50 are only good for one year. She explained that with
the public comment period, the application, and the survey work,
nost | and exchanges take at |east a year and are very difficult
to conplete within one year. Therefore, HB 274 would renove
that one-year Ilimtation and Ilet the final paperwork be
conpleted to conclude those |and exchanges that are close to
bei ng conpl et ed.

1: 27: 32 PM

M5. KOENEMAN provided a sectional analysis of HB 274. She said
Section 1 deals with the coordination with other state agencies
and would renove a reference that is being repealed. Section 2
[woul d add two new subsections that] deal with the extension of
certain land leases if it is in the best interest of the state
Section 3 would, through new paragraph (7), apply existing

notice standards to state |and exchanges. Section 4 would
provide clarifying |anguage regarding the definition of shore
land and tideland; it is technical cleanup from Legislative
Legal and Research Servi ces. Section 5 would add two new

provi sions, one being that the |and exchange nust be in the best
interest of the state and the other being that AS 38.05.945
applies for providing public notice. Section 6 would provide
that |and exchanges be approximtely equal in value and would
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require legislative approval of exchanges greater than $5

mllion; this mrrors the nunicipal [|ands exchange statutes.
Section 7 would renmove the "equal value" provision that was
changed to "approximately equal to" in Section 6. Section 8
woul d renopve existing limtations and would provide that the
conveyances nust be authorized by the Constitution of the State
of Alaska and federal |[aws. Section 9 would provide for the
continuation of revenue accrual wuntil state land is conveyed

unl ess jurisdiction fromother state agencies is waived.
1:30: 00 PM

M5. KCENEMAN continued the sectional analysis, explaining that
Section 10 would change the hearing requirenents on |and val ued
at nore than $5 mllion. The hearing requirenment would be
changed from three public hearings to one public neeting prior
to it being submtted to the legislature for review

REPRESENTATI VE HERRON expressed his concern with Section 10. He
asked why reduce the nunber fromthree hearings to one [neeting]
for land that is valued over $5 nmillion.

M5. KOENEMAN replied that the way the Departnment of Natural
Resources (DNR) conducts its public hearings is a nuch higher
bar than is its public neetings. She qualified the sponsor does
not want to limt public participation and wants to ensure that
all the issues are vetted, but said the sponsor al so understands
the need for the tineline of getting |and exchanges taken care

of . Additionally, wth the additional oversight of the
| egi sl ature, the sponsor feels confortable that the legislature
will do its due diligence on these |and exchanges. Mul tiple

public neetings and |egislative hearings could be held regarding
these | and exchanges and therefore the sponsor feels the public
woul d be well served and there would be no di m ni shnment.

REPRESENTATI VE HERRON observed in the bill that the status quo
| anguage is for "at least three public hearings" and the
proposed | anguage is "at |east one public neeting”. He inquired
as to the difference between a hearing and a public neeting.

M5. KOENEMAN responded that the conmm ssioner nust attend the
public hearings and recorders nust be there and [m nutes]
transcri bed. Hearings are a much higher bar than having, say, a
town hall [neeting], where there is nore of a free-form
di scussi on.
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REPRESENTATI VE HERRON commented that |and exchanges should not
be easy, and that is the reason for his concern.

1: 33: 43 PM

REPRESENTATI VE JOSEPHSON surmised that if it is not a hearing
then the legislature would not be privy to what was said at the
hearing, given that for a public neeting the |egislature would
probably read a press account of it.

M5. KOENEMAN understood the |legislature would still be privy to
much of the information that was presented at a [neeting].

1: 34: 38 PM

REPRESENTATI VE SEATON stated his concern regarding Section 10,
noting there is a proposal for an area on the Kasilof R ver for
which there are three public hearings - one each in Wasilla,
Anchorage, and Kasil of. He posited that the public opinion
comng out of a neeting in Kasilof will absolutely be totally
different than what will cone out from the other two |ocations.
This is because it relates to dip netting and people from the
popul ation centers have a definitely different attitude to that
than the property owners who live around that area and who have
the inmpact of that. Therefore, he is concerned about going from
three public hearings to one public neeting. He requested he be
provided with the definition of public hearing versus public
meeting, saying that normally [legislators] get the notice of
publ i c hearings but not necessarily public neetings.

M5. KCENEMAN answered that the proposed |anguage states DNR

shall hold "at least” one public neeting, it would not Iimt DNR
to only one [for exchanges having value of nore than $5
mllion]. It would allow for if there is public outcry or
interested parties to request nore than one neeting. She said
public neetings do still go through the public notice
requi renent and so notice is sent out to all interested parties,
ensuring that every affected party does have the ability to
coment . This is in addition to the public notice provisions
that are contained in statute, so there would already have been
the chance to submt coments through the public notice. The

departnment would have a chance and opportunity to review those
public comrents and determ ne where the issues are and which
communities would be greatly affected.

1: 37: 20 PM
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M5. KOENEMAN resuned the sectional analysis, noting Section 11
would provide conformng |anguage regarding the |legislative
review for changes made in Section 6 and Section 13. Section 12
woul d provide additional clarifying |anguage for the definition
of shore land and tideland for another section of statute.
Section 13 woul d repeal several statutes.

M5. KOENEMAN reviewed the statutes that would be repeal ed under

Section 13: AS 38.50.020, which deals with the value of
properties exchanged, would be repeal ed because Section 6 of the
bill which would change the |anguage from "exactly equal to" to

"approxi mtely equal"; AS 38.50.040, which deals with the |and
subject to exchange, would be repealed because the state does
not have the legal authority to violate a covenant or a
restriction on a title that prevents the disposal or |I|and
exchange, therefore Legislative Legal and Research Services
determined this statute does not seem to hold any functional
val ue; AS 38.50.080(b), which deals with the prohibition against
alienation of selection rights, would be repealed because the
state has already selected its |lands under the Al aska Statehood
Act and has no further ability to sel ect |ands.

1:39:12 PM
REPRESENTATI VE CHENAULT offered his belief that Al aska has not
yet selected all of its lands, so there are still lands that are
avai | abl e.

CO CHAI R NAGEAK agreed with Representative Chenaul t.

M5. KOENEMAN replied that that was the information provided to
her and she will follow up in this regard.

REPRESENTATI VE CHENAULT requested that DNR provide the committee
with clarification.

1: 39: 38 PM

M5. KOENEMAN continued her review of the statutes that would be
repeal ed under Section 13: AS 38.50.090, which deals wth
coordination with other state agencies, would be replaced wth
AS 38.05.035(e) which requires that a summary be provided of
agency and public comments that have been obtained as a result
of contacts with other agencies and other efforts taken by the
departnent through public coment; AS 38.50.100, which deals
with the finding requirenents as to alternatives, would be
replaced with AS 38.05.035(e) which requires a witten
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determ nation that the exchanges will serve the best interests
of the state; AS 38.50.110, which is the notice of proposed
exchanges, would be replaced with the requirenents of AS
38.05.945 which is the standard for nost other disposals,
including oil and gas |eases, land sales, material sales, and
ot her | eases; AS 38.50.120(b), which is the public hearings
statute, would be replaced by Section 10 of the bill; and AS
38.50.130, which is the report on proposed exchanges, would be
repeal ed because it is duplicative of existing requirenents for
publications of the best interest finding and would add costs
and conplexities to the exchange process. The best interest
decision would still lay out the considerations wused in
determining the value of the property, the value of the
exchange, and what the benefits are of the exchange.

1:41: 36 PM

REPRESENTATI VE JOSEPHSON noted that under AS 38.50.080(b) the
state may not alienate |and selected under the Statehood Act of
1958. He said he has not seen a map show ng what Al aska has
received as of January 3, 1959. He inquired whether there is
sonme reason why | awmakers eons ago said that that is sacred | and
and is not to be exchanged, whereas |land the state has accepted
since then has been exchanged, albeit very slowy.

MS. KOENEMAN deferred to DNR for an answer.

CO CHAIR TALERI CO requested DNR to address the land selection
guestion and al so the public hearing versus neeting question.

1:42: 39 PM

WYN MENEFEE, Deputy Director, Al aska Mental Health Trust Land
Ofice, Departnment of Natural Resources (DNR), first addressed
the state's selection rights, explaining that at statehood
Al aska had 105 mllion acres to select, with certain com ng

through grants and certain needing to be selected. The state
had a time period in which to select lands and the selections
have already occurred. O the remaining selections that the

state has, the state is currently figuring out which ones to
relinquish and which ones to close, but the state does not have
the ability to select nore. At the tinme [AS 38.50.080(b)) was
created the state likely had the ability to select |ands, so
that is the reason why currently it is not needed. The state
does have the ability to change what 1is its priority 1in
selection and close out of selection, but the state does not
have the ability to select nore |and.

HOUSE RES COW TTEE -12- March 18, 2016



1:44: 01 PM

MR. MENEFEE then addressed the difference between neetings and
heari ngs. He said DNR s interpretation of hearings is that a
court transcriber nust be there to type out every word said and
then the departnent pays soneone to process and publish the
hearing mnutes. This is a very |lengthy procedure for DNR to do
because it does not normally do that. Normal |y, the departnent
di sposes of oil and gas |eases, mneral rights, |and sales, al

under AS 38.05.035(e) decisions. The departnent uses public
neetings to reach out and gather input from the public, then
docunents the type of input received at the neetings but does

not use a system of transcribing sonmeone on the record. The
department has found neetings to be much nore beneficial because
nmeetings allows for a dial ogue. Peopl e can give their ideas,

ask questions, and discuss solutions wth departnment staff,
rather than a person being constrained to two or three mnutes
and that's it. That is why the departnment prefers to have
nmeeti ngs instead of hearings.

1: 46: 53 PM

MR. MENEFEE clarified that AS 38.05.945 is DNR s public notice
requi renments and AS 38.05.035(e) is DNR s decision process. The
conmbination of those two statutes, he explained, requires the
departnment to reach out to potentially affected parties the best
way the department sees fit to reach the potentially affected
parties. It could be that the departnent determ nes six public
nmeetings are needed to do that or only one is needed. If it is
under the $5 mllion value threshold it wuld give the
departnment the decision making authority to determ ne how nuch
notice is needed or how many neetings to do and even whether a

meeting is even needed. For exanple, sonmething very small in a
subdi vision nay not really need a public neeting. It will have
a public notice because the departnment always has a public
notice and will always post it on the internet and probably in
the |ocal newspaper. But the need to go through nmultiple
meetings is not always essential. However, he continued, if an
exchange is over the $5 mllion value threshold, the departnment

woul d need to bring that to the legislature, and the |egislature
could hold as many hearings as it likes in order to approve the

| and exchange. The departnment cannot do over $5 nmillion or an
unequal |and exchange w thout getting |egislative approval and
therefore even nore hearings occur. The requirenment for the

three hearings in current law is only for if it is over $5
mllion, so it seens even repetitive. The departnent would do
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public meetings and such as necessary up to that point, but once
the departnent finally determned it to be a good exchange and
ready for the legislative approval, the legislature could hold
as many hearings on that as it |ikes.

1:47:40 PM

REPRESENTATI VE SEATON presuned that witten public coment to
public hearings is on the record. He asked how witten public
coorment to public neetings is acquired and whether it 1is
verbatim as witten by the person or is summarized as soneone
commenting in the positive or negative.

MR. MENEFEE answered that when DNR does an AS 38.05.035(e)
decision it oftentines does a sumary of conments received
because sonetinmes there can be one comment and sonetines a
t housand, but the public record is still there that docunents
it. The departnent tells people that in order to be heard DNR
wants comrent to be put in witing to preclude the departnent
from m stakenly putting words in soneone's nouth. At any public
nmeeting, DNR has fornms for witing dowmm comments on the spot or
for mailing in, and DNR is wlling to help the person wite it.
That is in the public record and available for anyone to see
when doi ng deci sions. However, in the actual decision docunent,
DNR of tenti mes sunmmari zes.

1:49: 27 PM

REPRESENTATI VE SEATON, regarding three [hearings] versus one
[meeting] for land exchanges valued over $5 mllion, said his
concern with an exchange com ng before the |egislature that has
had only one public neeting is that 50 people will call in
asking legislators to make a decision on sonething that was not
as anply vetted in the local area as it should have been, given

that legislative hearings are not in the l|ocal area. He
requested M. Menefee to address his concern and asked whet her
DNR woul d have three neetings if the value is over $5 mllion.

MR. MENEFEE replied that if the value is over $5 nmillion it is
likely either a broader |and base or a very valuable |ocation,

such as downt own. If it is that type of value it likely would
be nore than one [neeting]. |If it is an accunulation of severa

different land parcels located in different comunities, DNR
woul d |ikely have public neetings in each of those comunities.
It would be wunlikely, although he cannot guarantee it, that
sonmething would get to the legislature under the requirenent of
unequal value or of over $5 mllion with only one neeting. In
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either of those cases there would probably be nore than one
public neeting because DNR does not want to bring something to

the legislature that is not vetted. The departnment wants to
know what the problens and concerns are. That is not to say
that people wll not ask for additional hearings wth the

| egislature, but DNR would like to have that vetted, so if it is
going to take nore neetings DNR woul d hol d nore neetings.

1: 51: 59 PM

REPRESENTATI VE JOSEPHSON remarked that severing of the surface
fromthe mneral estate as proposed under Section 8 seens |like a
maj or shift. He inquired what the goal is here and how it would
be known that the state had not exchanged sonmething that had
val uabl e minerals or oil and gas under it.

MR. MENEFEE responded that current |law tal ks about trying to not

do mneral estates separately. By law, the federal governnent
is the only group to which state land mneral rights can be
di sposed. The proposal says it can only be done according to

state constitution and |law, therefore it could not be segregated
and given to "Joe" because it is not permssible by law. But it
woul d allow the separation. So, for instance, when dealing with
the federal governnent there nay be reasons the state would only
want to do a mneral estate in certain cases. Even under an
exchange, he explained, the state keeps the rights to the oil
and gas and such because of the statutes. The state is going to
evaluate that because it does not want to give away a val uable

resource. Normal |y, exchanges are going to occur with fee
sinmple, which is both the mneral estate and the |and estate all
t oget her. Typically in an exchange, both the surface and the

subsurface cone into the state and only the surface estate is
gi ven back out.

1: 54: 24 PM

REPRESENTATI VE SEATON drew attention to page 4, Section 9, of
the bill and requested an explanation of the |anguage "and
revenue" on |lines 24-25.

MR. MENEFEE answered by posing a scenario in which the state is
selling gravel off of a site, is going through a |and exchange
process, and is in a prelimnary exchange agreenent but gravel
is still being extracted there. The other entity that the state
is exchanging with does not get any of the revenues off of the
gravel extraction that continues until the actual exchange is
conpl et e. This is because the state does not want the other
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entity to say, "Well this exchange took 10 years and | demand
all the revenue that came off during that tinme." The state has
not given that land to the other entity until the exchange is
done and therefore the idea is to be expeditious about going
t hrough an exchange but not wanting the other entity to be
accruing any sort of right on the other side. It is wanted to
keep that to the state so the state keeps the benefit of any
revenues comng off that land until the exchange is done.

REPRESENTATI VE SEATON asked whether there are any repeal ers that
the departnent is unconfortable with or that expand further than
i s needed.

MR. MENEFEE replied that DNR is confortable with the way the
bill is witten. In regard to the repealers, he said sone are
pi eces of |anguage being noved from one part to another, sone
are recomendations by Legislative Legal and Research Services
for what it should be, and sone are just for efficiencies.
Therefore, DNRis very confortable wth where it stands.

1:56: 38 PM

REPRESENTATI VE JOSEPHSON noted that "best interest"” is used in
the bill. He asked whether this could result in nore litigation
that would hold up the exchange, given there is a whole body of
| aw on what that nmeans and that it is a termof art.

MR. MENEFEE responded that, except for this, alnost every
disposal by DNR is done through the AS 38.05.035 decision
process, which says the departnent has to decide it is in the
best interest of the state. Absol utely that can be chall enged,
he said. Every decision DNR does can be appealed by sonebody
and eventually taken to court. If DNR did not do its due
diligence, evaluate correctly, or do everything required under
AS 38.05.035, it could be challenged. The departnment can be
chal l enged whether it has done a good job or a bad job. The
department gets taken to court all the tine. He allowed it is a
term of art, but pointed out that that is what the |egislature
set up for DNR to do for all of the disposals. The departnent's
large oil and gas |leases and land sale program are all done
t hrough that sanme decision process - the sane appeal abl e process
is there, sane best interest determ nation

1: 58: 32 PM
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CO CHAI R TALERI CO understood that under the Statehood Act any
mneral rights surrendered by the state would go back to the
federal governnent.

MR. MENEFEE answered yes.

CO CHAIR TALERI CO presuned it would be the feeling of everyone
listening that that would never happen, that the state would
never give those up

MR. MENEFEE replied correct, except if it was going back to the
federal government. An allowance is there and exchanges to the
federal governnent are possible in the future. For exanple, the
Al aska Mental Health Trust Land Ofice is working an exchange
with the federal governnment, however mneral rights were not
really the issue there. In the future it could be a possibility
that the state could exchange mneral rights back to the federa
government and that is the only place that that works.

CO CHAIR TALERI CO surm sed that sonme of the |and selected by the
state has not yet been adjudi cat ed. He assuned the state nust
work with the U S. Bureau of Land Managenent (BLM to do the
adj udication for the state to acquire the rest of its acreage.

MR. MENEFEE responded that the selections have already occurred

and the state has over-selected. In that over-selection the
state nmust work with BLMto fine-tune what the state is going to
get in the end. It is somewhat |like a chess game - Native
corporations get first dibs on selections and from what renains
the state will adjust its priorities and will get the remaining
sel ecti ons. So, it is still wunder adjudication and is still a

process ongoi ng.
2: 00: 27 PM

REPRESENTATI VE JOSEPHSON asked how many of the exchanges involve
the federal governnent. He further requested M. Menefee to
el aborate on the federal exchange that is currently going on.

MR. MENEFEE answered he can only think of two that have in any
way been going on right now. One is lzenbek National WIldlife
Refuge, which has been going on for quite sone tinme with many

perils with the exchange. Under AS 38.50 there is not an
exchange going on presently. There are many different ways to
do exchanges. An exchange with the federal governnment can be

done adm nistratively or as a congressionally nmandated exchange.
An adm nistrative exchange is nore like what is being done with
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the Al aska Mental Health Trust Land Ofice, where the office is
working with the U S. Forest Service in Southeast Al aska to do
an exchange for approximately 18,000 acres of trust land for
about 20,000 acres of U S. Forest Service land. There are many
parcels and it is a fairly large and | engthy process. Ri ght now
an agreenent has been entered into to initiate with the federa

gover nment . There is a National Environnental Policy Act of
1969 (NEPA) process that needs to occur, an environnmental inpact
statenment (EIS), and this nust be done before doing the AS 38.50
| and exchange on the state side. So, it is just in the first
stages of a real robust process on the federal side and then it
must be married up. The way AS 38.50 currently stands
especially weaks havoc with this appraisal problem of only
bei ng good for one year. For exanple, the Falls Creek exchange
took at least 12 years to get through because of trying to match
up the state and federal processes.

2:03:36 PM

REPRESENTATI VE HERRON comrented that in regard to the |zenbek
trade there is a lot of bitter resentnent with the way the
federal government has treated that trade. The EI'S process took
four years to do with nmany Al askans and other parties interested

in a successful conclusion to that trade. In his opinion, he
continued, the EIS was corrupted at the highest levels of the
U S. Departnment of the Interior at the last mnute. He asked

when the | zenbek trade agreenent is going to expire.

MR. MENEFEE responded that DNR will have to get back to the
committee with an answer.

2:04:42 PM

REPRESENTATI VE TARR related that a criticism she has heard with
the whol e | and exchange process is the great length of tine that
it can take and that costs may be exceeded through the process
relative to the value of the property. She inquired whether the
cl eanup proposed in HB 274 will help expedite the process, if
that is an accurate criticism

MR. MENEFEE replied that the criticismis accurate in the sense
that DNR has had nunerous failed exchanges and exchanges that
never got off the ground because of process. Under AS 38.50
the way the timng works it is extrenely difficult to get an
exchange through - many years in the making, many repeated
steps, lots of cost for both the state and the entity proposing
to exchange with the state. It is not good for anyone because
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much noney and staff tine is wasted that way. The intention of
HB 274 is to nmake it nore consistent with how DNR does nornal
di sposals and what is really trying to be done is get efficiency
so exchanges can actually get done. Nuner ous people and
entities, such as Native corporations, have conme to DNR wanting
to do an exchange and explaining why it is in the state's best
i nterest. But oftentines DNR has said that it probably cannot
be done because of the law as it stands. That is not a good
answer because it mght actually be in the state's interest.
Wen it is in the state's interest, DNR wants to be able to
actual ly conpl ete an exchange.

M5. KOCENEMAN added that the |and exchange exanple she used at
the start of her testinony was in regard to the Point Bridget
trail head and the Echo Ranch Bible Canp, a |and exchange process
that started in the early 2000s. She said the bible canp has
dunped tens of thousands of dollars over and over, year after
year, trying to get this exchange. It has been a frustrating
ordeal for the canp because it is a nonprofit and should be
using those funds for other purposes instead of exchanges. The
hope is that there will be additional public entities that wll
not have to expend those sane funds and that it wll be nore
cost advant ageous for them

2:07:35 PM
CO CHAI R TALERI CO opened public testinony on HB 274.
2:08: 35 PM

The committee took a brief at-ease due to technical difficulties
at the Fairbanks Legislative Information Ofice.

2: 09: 05 PM

DOUG | SAACSON, Ceneral Manager, Mnto Devel opnment Corporation,
stated his corporation's support for HB 274. He noted that
M nto Devel opnent Corporation is a subsidiary of Seth-De-Ya-Ah
Corporation and Mnto is a federally recognized village under
the Alaska Native Clainms Settlenent Act (ANCSA). He offered his
appreciation for the earlier testinony and explanations by M.
Menefee, noting that a Native corporation |ooking at economc
devel opnment for its village, work for shareholders, and the
ability to create value for the greater community at |arge, the
corporation is discouraged from pursuing any |and exchanges due
to the process. He related his experience with a |and exchange
while he was mayor of North Pole. North Pole was |ooking at
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expanding its wastewater treatnment center and the exchange
process becane too cunmbersonme to pursue.

MR. | SAACSON noted that HB 274 was inmediately received well by
hi s board. He drew the committee's attention to two letters
one from the Mnto Devel opnent Corporation and one from the
Set h- De- Ya- Ah Cor por ati on. If the bill is passed, he said, the
corporation is |ooking at pursuing sonme ventures that would open
up sone econom c opportunities. It is reasonable to reduce the
nunber of public neetings. It does not say there will not be
public neetings, but in the nunicipal process for |and issues
there is outreach to those who are inmediately affected by
exchanges. Having three nandated public hearings does not nake
sense when sonething is being done in an area that is not going
to have a lot of affect. The proposal is a nuch nore reasonabl e
way of pursuing it and would allow the corporation to appraise
the property, go through the best interest findings, and get a
determ nation in a nuch nore tinmely way.

2:13: 04 PM

BART GARBER, President, CEO, Toghotthol e Corporation, stated his
corporation is a village corporation in Nenana. He offered the

corporation's support for HB 274. He said he echoes Mnto
Devel opnent Corporation's testinmony and added that Nenana
potentially has a nobre extrene case. By the tine Toghotthole

got around to selecting |ands, the vast majority of lands in its
area had already been selected by the state and by the city
So, Toghotthole's lands are primarily distant, many of them are
split up along the road system or farther out on some of the
river systens. There have already been tines when Toghotthol e
needed or had opportunity to exchange and it was easier when the
city and the village had to nake a |and exchange. The parties
were nore simlar, the parcels were snaller, and the interests
were nore in line. There are now increasing anounts of
devel opment in the area, but the corporation's parcels are still
all spread out, and it is getting into nore and nore areas where

the state has | ands. It is not large parcels that are being
tal ked about, but potentially small parcels that are | oggerheads
for access issues and other things. He related that this |ast

year he had to make arrangenents for the |lease of a very snall
state parcel between Toghotthole's property and sone nental
health property that Toghotthole had to get to. That worked out
okay, but it mght have been easier and in the long termit may
be easier, to get an exchange. However, given the current
process, there is a very good chance of not going through it
sinply because of the tinme deadlines and the length of the
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transacti on. Toghot t hol e Corporation supports HB 274 and woul d
like to see the nunber of hearings potentially dimnished or at
| east sped up. In nost situations where the principle parties
are in agreenent, it would be in the best interests of both
parties if the process does not get in way.

2:15:56 PM

COCHAIR TALERICO closed public testinony on HB 274 after
ascertaining no one else wished to testify.

2:16: 06 PM

REPRESENTATI VE SEATON stated his concern that budget constraints
and future admnistrative contraction mght result in saving
expenses by having a single hearing for exchanges val ued at over
$5 mllion and then shoving that off to the |egislature. He
said he would like, at the appropriate tine, to go from one
public neeting to three public neetings because neetings are
sinpler and easier than hearings and three neetings would ensure
that budgetary problens do not shift from the admnistration to
the | egislature. He recounted that he has been through tinber
sal es or exchanges that were very contentious by the tine they
came before the legislature and sone of that was because things

had not been worked out in public neetings. He wurged the
committee to stay at three neetings and not go down to one
neeting for exchanges valued at $5 nmillion.

2:17: 34 PM

CO CHAIR TALERICO held over HB 274 and requested that proposed
anmendnents be subnitted to the co-chairs' offices.

2:18: 30 PM

CO- CHAI R NAGEAK expl ained the procedures that wll be followed
for the conmttee's nmeetings on 3/19/16 and the week of 3/21/16.

2:21: 03 PM
ADJ QURNIVENT

The House Resources Standing Commttee neeting was recessed at
2:21 p.m, to be continued at 1:00 p.m on March 19, 2016.
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