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COW TTEE CALENDAR

OVERVI EW DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON
- HEARD

SENATE JO NT RESOLUTI ON NO. 10

Qpposing the revised Conprehensive Conservation Plan and
Environnental |npact Statenent for the Arctic National Wldlife
Ref uge; opposing attenpts by President Cbana to alter nanagenent
of the coastal plain of the Arctic National WIdlife Refuge;
encouraging the United States Congress to reject a proposal
based on the revised Conprehensive Conservation Plan or
acconpanyi ng Environnental Inpact Statenment; encouraging the
United States Congress to reject a proposal that does not open
the coastal plain of the Arctic National WIldlife Refuge to oil
and gas devel opnment; and finding that decision-nmaking authority
over the coastal plain of the Arctic National WIldlife Refuge is
reserved exclusively to the United States Congress.

- SCHEDULED BUT NOT HEARD

SENATE JO NT RESOLUTI ON NO. 11

Uging the President of the United States and the United States
Congress to acquire the area comonly known as Central Park on
Manhattan in New York City on behalf of the federal governnent;
urging the United States Congress to declare Central Park to be
a wlderness area and to prohibit any further inprovenent or
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devel opnment of Central Park unless authorized by an Act of
Congr ess.

- SCHEDULED BUT NOT' HEARD
PREVI QUS COMM TTEE ACTI ON
No previous action to record
W TNESS REQ STER

LARRY HARTI G Commi ssi oner

Depart ment of Environmental Conservation (DEC)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provi ded Depart nent of Envi r onnment al
Conservation (DEC) overview.

KRI STIN RYAN, Director

Division of Spill Prevention and Response (SPAR)

Depart ment of Environnmental Conservation (DEC)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Provided Division of Spill Prevention and
Response ( SPAR) overvi ew.

ALI CE EDWARDS, Director

Division of Air Quality

Depart ment of Environnmental Conservation (DEC)

Anchor age, Al aska

PCSI TI ON STATEMENT: Provided Division of Air Quality overview.

M CHELLE HALE, D rector

D vi sion of Water

Departnment of Environnental Conservation (DEC)

Anchor age, Al aska

PCSI TI ON STATEMENT: Provided Division of Water overvi ew.

ACTI ON NARRATI VE

3:30: 01 PM

CHAIR CATHY GESSEL <called the Senate Resources Standing
Commttee neeting to order at 3:30 p.m Present at the call to
order were Senators Costello, Stedman, Coghill, Welechowski,
M cciche and Chair G essel.

Overvi ew. Departnent of Environnental Conservation

3:30: 23 PM
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CHAI R G ESSEL announced the annual Departnent of Environnental
Conservation (DEC) overview and welcomed Conmm ssioner Larry
Hartig. She said she was particularly interested in the Spill
Response Fund.

3:31: 24 PM

LARRY  HARTI G, Comm ssi oner, Depar t ment of Envi ronnent a
Conservation (DEC), Anchorage, Al aska, said DECs mission is to
protect human health and the environnent. The outcones they are
| ooki ng at are:

-Clean water, healthy air, and good nmanagenent of hazardous
material s and waste

-Safe drinking water and sanitary waste di sposal

-Food safe to eat

-Low risk of spills of hazardous materials and efficient,
effective response when spills occur

-Wse resource developnent for a growng state, so people can
feel safe with DEC s permts and authorizations, contingency
pl ans, oversight, inspections, and so forth.

3:33: 39 PM
The five divisions are: Admnistration, Environnental Health,
Air Quality, Spill Prevention and Response (SPAR), and Water.

Air quality is one of the smaller divisions, but it is one of
nore conpl ex ones.

3:34:12 PM
SENATOR STOLTZE joined the comm ttee.

COW SSI ONER HARTI G sai d the departnent has a variety of funding
sources. About 30 percent of their funding is federal noney;
SPAR is about 20 percent of it. There are two fee prograns: one
is subject to federal law that limts what the noney can be used
for (like air permt fees). DEC gets about 1 percent of its
budget from the general fund (UGF). The only departnment that is
smaller in terns of its draw on the general fund is the
Departnment of Mlitary & Veterans Affairs (DWA), which is
| argely federally funded.

3:35:35 PM

The Division of Air Quality is run on permtting fees and that
is required by federal law The general fund draw is relatively
small, which neans that it is particularly critical for things
like monitoring air quality in Fairbanks.
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The Response Fund at over 50 percent is critical for SPAR s
budget; if the Response Fund is not fixed (due to declining oi
production) that division would see a 46 percent reducti on.

SENATOR W ELECHOWSKI asked how nuch litigation for assum ng
state primacy is costing.

COWM SSI ONER HARTI G answered that two bills have authorized DEC
to explore taking primacy for the 404 program whose funding
($1.4 million and five positions) was stripped |last year, and
the 402 program the waste water discharge permtting program
from the Environmental Protection Agency (EPA), which was taken
i n phases and now bel ongs entirely to the state.

3:38:09 PM

KRI STIN RYAN, Director, Division of Spill Prevention and
Response (SPAR), Departnment of Environnental Conservation (DEC),
Anchorage, Al aska, said the division has three areas: prevention
(contingency work), the response unit, and the contam nated
sites program which deals wth the long term |egacy
contam nation, and a small admnistrative unit that primrily
focuses on cost recovery. Their Challenges and Opportunities
ar e:

- Sust ai nabl e fundi ng

-Continued level of services to protect the environnent and
human heal t h

The division's mssion is pretty nuch |like the departnent's:
protect public safety, health and the environment through
prevention, preparedness and cleanup of oil and hazardous

subst ances.

M5. RYAN said they respond to all releases of oil or hazardous
substances and that neans a lot of their responses are to
unregul ated facilities |Iike: air transportation rel ease,
vessel s, residences, and vehicles.

SENATOR M CCI CHE asked for an incident table over a w der span
of years.

M5. RYAN responded that the nunber of incidents is a consistent
figure, about 2,000 spills per year. They don't necessarily go
out to all of them but that's how many calls they get. The
percentage is pretty consistent between regulated versus
unr egul at ed.
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SENATOR STOLTZE asked what events or products are included in an
oil spill.

M5. RYAN answered that slides 20 and 21 break down the spills by
industry and product type in the |last year. She explained that

oil is used as a broad category and many products fit into it.
The majority of responses are to refined fuels |ike diesel and
heating oil, but produced water is responded to the nobst on a

vol ume bases.

3:43:45 PM

SENATOR W ELECHOWSKI asked if the state actually pays for spills
and if the perpetrator gets billed. He was trying to figure out
how t he Response Fund noney is used.

M5. RYAN said its spent on a variety of situations; some are
produced water spills that don't need as nmuch of a response as a
crude oil spill, but the laws require the spiller to have the
first response, and if they are regulated by DEC they are
i medi ately responding and are overseen by the DEC If their
response isn't adequate, SPAR can take over and hire its own
contractors to finish the process.

SENATOR COGHI LL asked her to share a spill event they had tal ked
about earlier.

M5. RYAN responded that there are a lot of truck roll overs
nmoving fuel up the Dalton H ghway, but recently a truck from
Val dez rolled over and their $1 mllion insurance policy didn't

cover the whole event, because it was over a frozen creek bed
that feeds into the Copper River system They wanted to ensure
that all the product was cleaned up before spring thaw occurred.
That ended up being a pretty expensive event, because the ground
was saturated much further down than expected. The EPA, their
partners on inland spills, decided to take that one over, but
they could have just as easily done so with their authority.
Then they turn around and ask the responsible party to pay
costs, which sonetines doesn't happen and sonetinmes happens but
with a |lag of several years.

SENATOR COGHILL remarked that an event like this could literally
put a business out of business. So having the ability for the
state to clean it up and then billing the operator who would
then figure out the financing is a good thing.

3:47:12 PM
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M5. RYAN said everyone knows about how the decline in production

has caused a shortfall to the GOl and Hazardous Substance
Rel ease Prevention and Response Fund, which needs 1 mllion
barrels a day production to sustain itself. It is now down to

$500, 000. Settlenents and penalties come in, but they are
unpr edi ct abl e.

SPAR has reduced use of the fund by limting growth to 2 PCNs in
10 years and elimnating sone |large draws on the account, which
was traditionally wused to fund the clean-up of state-owned
contam nated sites to the tune of $17 mllion over the years
They have al so been doing a better job of cost recovery wthout
reduci ng services by automating those efforts and conbining two
pr ogr ans: the prevention and the response prograns. The
prevention programtold industries in general what to do in case
a spill occurred and the response groups would cone in and tel
them what to do when a spill was occurring. They saw an
opportunity for synergy there to make sure that the planners are
al so responders and vice versa, so the same nessage is being
provi ded before, during and after an event. These efforts have
saved $520, 000 and elininated four positions.

SENATOR STOLTZE asked if she had any reconmendations in terns of
sustainability of the Response Fund in the light of declining
producti on.

COWMM SSI ONER HARTI G  responded W th t he fol |l ow ng key
considerations in addressing the shortfall and who pays, how
much, and how to allocate wth and anong the different
i ndustries:

-No one is |looking at increasing risk

- Recogni ze that declining production affects the Response Fund
-Look to other sources that aren't paying into the fund right
now, but are causing the spills

-Continue to look for efficiencies in SPAR, partnerships, new
technol ogi es, better assessnment of risks, and inprovenent to
cost recovery

COWMM SSI ONER HARTI G said he had several discussions with the oil
and gas industry, had net wth the Aaska QI and Gas
Association (AOGA) and is setting up a commttee to work on this
i ssue. They are also having discussions with others inside and
outside of state government on what they get from SPAR and
whet her they should be contri buting.

3:53:51 PM
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He said that prevention is the nost inportant elenment in saving
noney. Who pays for Industry preparedness? The bul k of what they
do really concerns the oil and gas industry: contingency plans

(G plans) for producing and storing oil, how it wll be noved
down pipelines, put on tankers and sent out of the state to
refineries wthout spilling any. Those are very conplicated

pl ans that take years to develop; they go through all sorts of
public review and comment and often litigation. They get renewed
every five years. In the neantinme, the departnent does best
avai l able technology conferences and |eak detection from
pi pelines and other things. Since it's mainly about oil and gas,
maybe oil and gas should pay nore of the Industry Preparedness
and Response Programbill.

He explained that maybe 10 percent of the 2,000 reported spills
have sone real response from DEC and probably 10 percent of
those make the news. Cost recovery figures are being pulled
together, so a fair discussion can be had; the sane with the
contam nated site program

COW SSI ONER HARTI G said SPAR will have a $7 mllion hole (46
percent of its operating budget) as a result of declining oil
production. The oil and gas industry didn't think it was fair
that they pay the whole thing and other avenues are being
considered, like the nmotor fuel tax and a surcharge for
refineries.

3:58: 05 PM
SENATOR STEDVAN asked for a brief history of previous increases.

COWMM SSI ONER HARTI G answered that the |egislation was adopted in
1989, not too long after the Exxon Valdez oil spill; the Federal
Prevention Act of 1990 passed around the sane tine and they have
never been changed. In that tinme, the SPAR s budget has gone up
about 1.7 percent |ess than Anchorage's CPI. In the neantinme a
barrel of oil has gone from around $10 to $140 and now it's back
down to $50 and |ower. But the surcharge has never changed. The
only thing that did change was about three or four years ago
when a 3 cent/2 cent allocation between the Prevention and
Response Accounts was changed to 4 cent/1 cent to put nore noney
into the Prevention Account.

SENATOR STEDMAN asked if a vessel sinks with 5,000 gallons of
fuel on board do they guestimate the net spillage or neasure it.
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COM SSI ONER HARTI G said they hope all the vents get plugged
before the boat goes down, and the estinmate is nmade on a case by
case basi s.

M5. RYAN replied that they count gallons spilled. If any fuel is
recovered then it doesn't count as a spill.

CHAIR G ESSEL noted a 2013/14 Spill Response Report that I|isted
the various spill statistics.

SENATOR M CCICHE said slide 20 shows volunes released by all
products and four of the categories - processed water, drilling
muds, crude and produced water which add up to 48 percent - are
oil and gas related. He asked if that risk footprint reduced
from the decline if that potentially could nmean |less noney is
needed or has industry supported the previous spills to the
poi nt where that correlation just doesn't exist. Historic |levels
of funding will be needed going forward even though the industry
perfornms better than it has in the past.

M5. RYAN answered that prevention has caused a decline in
spills, but because of changes in infrastructure the spills are
different now. Double-hull tankers and double escorts are in
place in Prince WIIliam Sound, so Exxon Valdez type incidents
are a lot less likely today, but that risk is being picked up by
aging infrastructure issues with all the pipelines.

4. 02: 55 PM
CHAI R G ESSEL recogni zed Senator Huggins in the audience.

SENATOR M CCI CHE asked if the gallons spilled per year has been
consi stent.

M5. RYAN answered yes; they are pretty consistent at about 2,000
per year. Wen regul ated conpani es have a spill, they tend to be
bigger, but they are nore equipped to respond. The state has
nore investnment in the small spills in homes and small villages
that don't have any resources to address them

4:03: 45 PM

SENATOR COGHI LL asked if "do not increase the risk™ on slide 11
meant the departnent was agai nst any new devel opnent in Al aska
He al so asked if the state will need to partner with the EPA and
t he Coast Guard on Bering Sea risk issues.

M5. RYAN answered no in reference to slide 11; they believe a
robust prevention effort s necessary so people can be
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confortable with the risks that are occurring. As for the risks
in the Bering Sea, they work a | ot on addressing those concerns;
one was by commenting on the Polar Code for the state. She al so

had been attending Artic Council neetings on prevention and
response to form relationships wth Russia and Canada, our
partners in any sort of a response. Shell is bringing their
entire response capacity with them to the Arctic, because the
state can't provide it. If developnent continues in the Quter
Continental Shelf (OCS) nore partnerships will be seen. It's to

i ndustry's benefit to share the response resources.

COWM SSI ONER HARTI G added that they have been working on keeping
10 or 12 balls in the air at any one time in |looking at narine
transportation and OCS devel opnent; sone is state regul ated,
some is national, and sone is international. He works as part of
the U S. delegation under the federal unbrella to affect things,
works with the Coast Guard on national rule making on safety,
and works directly with the Canadi an government and through the
U.S. governnent on nutual aid agreements. He is planning on
doing a strategy paper about how those are prioritized and
I i nked up.

SENATOR COGHI LL conmented that our crews got high marks in the
@ul f of Mexico, which gave Alaska a |lot of credibility.

COWM SSI ONER HARTI G gave kudos to all the oil spill response
organi zations in the state that he said are private co-ops. The
Qul f disaster took up a third of his tinme in deciding what was
going to |leave Alaska and what couldn't. He explained that al
the West Coast states have agreenents on sharing resources;
during the @ilf spill, A aska would send certain things,
California would send certain things, and nearby states would
back them up with what they could. The whole process worked
fairly well.

SENATOR W ELECHOWSKI asked if the state has any jurisdiction
over how the Shell drilling in the Beaufort and Chukchi Seas is
done, like the use of bl ow out preventers.

COW SSI ONER HARTI G answered that the state would |ook at the
bl ow-out preventers, but Shell's operations are all under
federal jurisdiction, which has been open to the state
commenting on their plans as they recognized that a plune could
easily go ashore where the Alaska Ol and Gas Conservation
Comm ssion has jurisdiction. She said they are working on an MU
with federal regulators to solidify this arrangenent.
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4:11:17 PM

SENATOR W ELECHOWSKI asked if the departnent is confident that
the drilling and exploration can be done safely without risk to
Al askan waters and | and.

COWM SSI ONER HARTI G said you have to be a realist, but he didn't
know of any gaps in their risk mtigation nmeasures. It has to be
done well, because there isn't a lot of roomfor slippage.

SENATOR STOLTZE asked if he had discussions wth other
department heads about reflecting the actual costs of risk
managenent .

COWMM SSI ONER HARTI G answered yes; it has been recognized that if
spill response is left to each separate departnent, it nmay not
be as efficient as if it was centralized in the one departnent
that does that for a living. He explained that the states sites
are all prioritized in terns of which ones need to be addressed
nost inmediately because of the human health risk. Those are
addressed through capital appropriations and then DEC would
typically would have the |lead and work with the other agency in
terms of access.

SENATOR STOLTZE stated that DEC takes the budget brunt.

M5. RYAN responded that the current MOU between the departnents
is that DEC oversees the clean-up of their contam nated sites.

SENATOR STOLTZE asked how many positions were funded first and
how many there are now.

4:16: 29 PM

M5. RYAN responded that the prevention and response prograns
have been conbined and four positions are being elimnated
saving $520,000 in personnel costs. They are continuing to see
what other synergies can occur. For exanple, a conpany may have

multiple Cplans and have to drill each one, but nmaybe in a
certain body of water they can do one drill and everybody
operating in that body of water can participate in that one
drill together, because for a large response all assets wll be

called to the table. This is on the top of their Iist.

COWM SSI ONER HARTI G added that they were starting down the road
of consolidation and efficiency they found a $2.1 mllion hole
in their FY15 budget. He explained there are three inputs to the
Response Fund: the surcharge, interest incone on the $50 mllion
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account, and the cost recovery noney. The |I|egislature had
appropriated $15 nmillion with the understanding a certain anount
woul d be realized on that account frominvestnent. It turned out
that wasn't there. They cut internally and are down to an
$800, 000 hole, but that's in the current fiscal year before the
8 percent reductions; so it cones out to about a 9.5 percent
reduction in their operating budget.

He also pointed out a tinmng problemwth the $2.1 mllion hole
and a $7 million gap starting in FY16. Increasing the Response
Fund by getting some noney from sonebody else will take effect
July 1, 2015, then it has to be collected for another year, and
then it has to be appropriated.

4:21: 03 PM

M5. RYAN added that there are two wuses of the fund for
adm nistrative costs: one is $2 mllion a year by the departnent
for administrative overhead overall (leases, phones, parking
lots, supplies) and then $1.6 mllion is used by the division
primarily to do cost recovery but also to provide the data bases
and tracking tolls needed to provide everyone informtion about
what they are doing.

CHAI R G ESSEL asked if those were considered i ndirect costs.

M5. RYAN answered yes; that term could be used. It is inpacted
by the rate the departnents charges the federal governnent to
pay for services.

4.22:33 PM

She said the new program wll be called the Prevention
Preparedness and Response Program (PPR) and relies on five main
| ocal response organizations. It will serve the sanme people but
sone reqgulations wll need to be streamined. Al aska has state-
of -the-art response capacity, but they are seeing increased
probl ems with aging infrastructure.

CHAI R G ESSEL asked how ol d her pictures were.

M5. RYAN answered that they cover several years.

SENATOR W ELECHOWBKI asked her the status of the Pipeline
Coor di nat ors Ofice that was beefed up a couple of

adm ni strati ons ago.

M5. RYAN said funding was provided to DEC, but the State
Pipeline Coordinators Ofice is in the Departnment of Natural
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Resources (DNR), which she wasn't able to address, but expl ained
that because of a large problemwith a well pad, the |egislature
appropriated a couple of hundred thousand dollars to hire
engineers to work with conpanies to evaluate their corrosion
integrity systens to find problens before they occurred. That is
in existence and that is a change to their budget.

COW SSI ONER HARTI G added that in 2006, BP had two spills from
flow lines in a gathering center, and those aren't regulated
under the federal law. They tend to be smaller and clustered and
hard to pig. So, the DEC put regulations in place and has
i nspections. As a result nost of those flow lines were replaced
by industry.

4:26: 30 PM
SENATOR W ELECHOWBKI asked if there are other ticking tinme bonbs
like the transit |ines.

COWM SSI ONER HARTI G answered that he is nost concerned about the
things one can't see Ilike buried lines that haven't been
inspected for a long tinme and about sub-sea pipelines in OCS
devel opnent .

M5. RYAN said they limted response capacity for innocent
passi ng vessels near Alaska in |ight of devel opment occurring in
Canada and in those areas was al so of concern

COW SSIONER HARTIG said those vessels are subject to
international |aw but not federal or state | aw

SENATOR STEDVAN asked him to comment on what potential
integration plans we have with British Colunbia (B.C).

COM SSI ONER HARTI G replied if their oil sands production goes
to Asia it will go on the Geat Crcle Route and come north;
D xon Entrance would be the first place it conmes close to Al aska
and then other places in the Aleutians and sone of the recent
wor st acci dents have been drift groundings in the Al eutians. The
state participated in a risk assessnent on narine transportation
in the Aleutians with expert panels and stakehol ders that | ooked
at the history of casualties and suggested what mtigation
measures could be put in place. Sone of them are already being
done, but he is working with the Coast Guard to see what else
can be done.

MS5. RYAN related a close call in Dixon Entrance when a vessel
lost control and how SPAR worked closely with B.C. in the
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response, but said it's harder to work together on the
prevention side.

4:31:21 PM
M5. RYAN said the nunber of C-plans approved in Cook Inlet are
nmore than on the North Slope. She said during the Deep Wter

Horizon event it was found that relief well drilling was the key
prevention neasure to stop oil from being released. It is very
expensive for Shell to have two drill rigs in the sane area of

the OCS, so there is a lot of discussion, but that is the
standard that is expected. She showed slide 20 with statistics
about spills.

4:32:59 PM
Slide 22 showed the top five causes of spills in 2014 and they
all involved produced water.

SENATOR M CCI CHE asked why not conbine the human error and
overfill categories.

M5. RYAN said she couldn't answer that one.
CHAIR G ESSEL remarked that all five categories are not all
occurring on the North Slope. They are all over the state - at a

school or gas station.

M5. RYAN agr eed.

4:33:45 PM
She said the Contaminated Site Program does critical work, as
well. They are working with the Bureau of Land Managenent (BLM

to make sure the state's clean-up standards are nmet in cleaning
up the legacy wells. The settlenment noney for those sites takes
along tine to cone back to the state, sonetines up to 10 years.

Flint Hills is the largest and nost fanpbus contam nated site in
the state with a large plune inpacting the ground water of North
Pole. They have an approved on-site clean-up plan for the
refinery now, so it can be sold with sonme assurance as to what
woul d be expected of a future owner to maintain the systens to
keep the product fromleaving the property.

4:35: 37 PM

SENATOR W ELECHOWSKI asked for a sense of when the plume will be
controlled so it's no longer expanding and if additional houses
woul d be subject to it.
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M5. RYAN said the plune is noving, which is common to underwater
contam nation; this product in particular is attracted to water.
So as the ground water noves in this area, it's nmoving with it.
It's a difficult ground water area to map, and the contam nant
is being found in not only the shallow aquifer but in the
extrenely deep aquifer, which is confusing. But there are sone
predictive nodels, so they assune it will continue to nobve in
one direction. It's currently inpacting over 300 honmes that are
on private water.

SENATOR W ELECHOWSKI asked how |ong before the sulfolane is
under control

M5. RYAN answered they have found that air exposure (air
sparging) is working in breaking the sulfolane down, but the
extent and depth of the plume is a problem

SENATOR STOLTZE asked if the problemis still being identified,
because it seens like the solution is still undefined.
VB. RYAN replied that the science is still evol vi ng.

Unfortunately, not a lot is known about sulfolane; this is a
test case. Several short-term exposure studies have been done

but the problem is that the chronic exposure information isn't
there. She said the comm ssioner renmanded the clean-up decision
back to the division where a panel of experts have | ooked at the
avai lable information and cane back with a report that 1is
currently being eval uat ed.

SENATOR STOLTZE remarked on the potential harnful effects on
humans and asked if the feds could be put on the hook for
telling us what a safe |evel is.

COWM SSI ONER HARTI G responded that the problem is a lack of
studies to rely on and a lack of federal nunbers. Sulfolane has
not been used as nuch as other industrial solvents, so existing
studies are short-term and not on humans. So, short term studies
on other organisns are being used to say what they think the
long term effects mght be on humans. Expert information is
taken and judgnment calls are made on what is safe. Wenever they
approve a clean-up it always conmes with a footnote to revisit it
and maybe call back the responsible party.

He said nobody wants their kids to drink an industrial solvent
at any level. Wwen he first heard about the Flint Hlls
situation, he thought a public drinking water system would be
needed and noney was appropriated last session to look into

SENATE RES COW TTEE -14- February 2, 2015



extending the existing public water system Personally, he
thinks that is the ultimte solution, because the people won't
get 100 percent assurance that a certain level of contamnant is
saf e.

4. 45: 32 PM

SENATOR COGHI LL said he appreciated Flint Hlls" effort to get
the water to a safe drinking level. He asked if the departnent
had cone up with a way to handl e ground water encountered during
di ggi ng foundations and things |ike that.

M5. RYAN replied yes and explained that the water |level is very
high there and it's alnbst inpossible to dig a hole wthout
running into it. Collecting the contam nated water and di sposing
it sonmewhere else is difficult, but a sinple mechanism to
"dewat er" was devel oped using a di sposal nethodol ogy.

4:47:52 PM

ALI CE EDWARDS, Director, Division of Ar Quality, Departnent of
Envi ronnment al Conservation (DEC), Anchorage, Alaska, said it is
a relatively small program focused on permtting and conpliance
of air emssions for industrial facilities. The also work with
comunities on air quality issues and do air nonitoring. Some of
their key challenges are working with Fairbanks on its air
pollution issues and working on rural air quality issues wth
the villages. Wthin their permtting program they are always
wat chi ng the changi ng federal rules.

She said the Air Permits Programis fee based and has two basic
types of permts: one is for construction of new facilities or
nodi fications to existing facilities and Title 5 permts,
operating permts which establish the conpliance nonitoring for
the existing facilities and put that all into one place once the
facilities are constructed. The program al so does the conpliance
assurance inspections and follows up on permt deviation by
i ndustry.

4:50: 00 PM

M5. EDWARDS said the program maintains an on-going process for
i mprovi ng consistency and tineliness of permtting to streanine
them over time. Most of the costs are recovered through fees for
different types of permts. She said the permts program also
responds to a lot of the general air quality conplaints from
around the state that aren't related to industrial facilities
things |ike open burning.
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She said they work wth stakeholders to identify ways to
sinplify things, make the permits nore understandable and find
efficiencies. New federal rules and standards are always being
imposed and the departnent |ooks at them from an Al aska
per spective and provides coments to EPA on its proposals.

The carbon standards for power plants just canme out and will be
finalized next sumer. The wood heater em ssion certification
standards, also proposed by the EPA, should be finalized in the
next nonth. Every few years EPA is required to update their
national anbient air quality standards by |ooking at the nost
recent science. Wien these new heal t h-based standards cone down
she tries to figure out how to bring then into their permtting
pr ogram

SENATOR COGHI LL said the new carbon standards for power plants
is falling under the 111(d) rule and he thinks they are off
their authority in Fairbanks. He hoped the departnment would nmake
the strongest case possible to stand up against that rule.

COWM SSI ONER HARTI G said he deferred to the AGs office on that
issue, but his main concern is that the 111(d) rule presunes
that all these existing power plants are tied to a grid, but
Al aska doesn't have that. It would cost about $1 billion to
build the systemto be able to nove power around, the rule being
to get the power from the |east carbon intensive source when
there is a power denand.

SENATOR COGHI LL appr eci at ed t hem tal ki ng about t he
inpracticability of it.

SENATOR STOLTZE asked if nore challenges would be seen on
particulate matter (PM attai nment areas.

COMWM SSIONER HARTI G said they are concerned about the Butte
ar ea.

M5. EDWARDS said other areas of the state can have pollution
problenms fromthings |ike wood stoves; it's not just confined to
the Fairbanks area. The Butte area has high PM val ues, but not
in Pal mer or Wasill a.

She said Fairbanks is the one area of the state that is
designated by EPA as not conplying with health standards for
fine particulate mtter and they submtted an initial air
quality plan to EPA on Decenber 31 that was focused on getting
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cl eaner burning wood heaters and dry wood into the community and
expansi on of natural gas.

SENATOR COGHI LL conmented that Fairbanks went from PM 10 to PM
2.5 in short order at the sane tine fuel oil was going up to
$145 a barrel

4:57.:57 PM

M5. EDWARDS said it's really inportant to avoid this in other
parts of the state and she does comunity outreach and education
on a nunber of issues like dust, wood snoke and open burning.
They are always |ooking for partnerships with commnities, the
tribes and federal agencies to try to bring things together to
inprove air quality.

SENATOR M CCICHE asked if the EPA |looks at a community Ilike
Fai rbanks that 1is nonconpliant due to survival differently
because of the lack of choice and, if so, does it have grant
prograns that m ght be used to get natural gas to the Interior

COWMM SSI ONER HARTI G answered they had a lot of discussions with
EPA on this and so has the Fairbanks North Star Borough. An EPA
adm nistrator cane up to Fairbanks, and yes it does |ook at
Fai rbanks differently, because in other areas of the country
where wood stoves have beconme nore popular burn bans can be
i npl enented. Those can't be done in Fairbanks, because things
woul d freeze up pretty quick. One grant was made to Fairbanks by
t he federal governnent.

5:02: 25 PM

M CHELLE HALE, Director, Division of Wter, Departnent of
Environnental Conservation (DEC), Anchorage, Alaska, said her
division has two conponents: the water quality and the
facilities conmponents: facilities is where the Village Safe
Water Program is and the water quality is where the permtting
and water quality standards prograns are.

She said the state has had full prinmcy of the Al aska Poll utant
Di scharge Elimnation System (APES) since 2012, but primacy
began in 2008. A |arge backlog of permts was inherited but they
are doing great with those; last year 19 nmjor permts and 744
aut hori zations were issued. In 2013, a bill was passed directing
the state to see if it should assune primacy for the 404 program
and inprovenents were made to sonme of the wetland permtting,
but the funding for that was lost in 2014. A detailed plan for
assunption should funding be restored was devel oped and neatly
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put it away so it wll be easy to pick up again and nove
forward

A wetland mitigation strategy for Alaska is a big issue and w |
beconme even bigger as the Corps requires mtigation for wetl ands
proj ects.

M5. HALE noted the 64 percent ($62 nillion) decline in funding
for drinking water and waste water facilities in the villages.
About 4,500 honmes in rural Alaska have never had prinmary
drinking water and waste water service and there is a direct
correlation between clean water and public health. In Pakistan

a hand washing with soap study denonstrated that it dramatically
reduced death rates. Children in Southwest Al aska suffer some of
the highest death rates due to pneunpnia in the world. Hones
that don't have running water to wash hands in have an 85
percent higher rate of hospitalization in infants for pneunoni a.
To address the huge funding gap, the departnment |aunched an
international challenge - a public/private partnership to | ook
at in-home water/sewer service systens that take nuch |ess
capital to install and have | ower operating costs.

SENATOR COGHILL renmarked that a Fairbanks entrepreneur was
actually | ooking at water treatnment that can clean sewer water.

COMM SSI ONER HARTI G said their idea is to |everage private know
how.

SENATOR COGHI LL said he was |looking forward to the villages
benefiting from this type of research and devel opnent, because
operation of the bigger systens has not gone well, in his view

5:08:57 PM

CHAIR G ESSEL adjourned the Senate Resources Committee neeting
at 5:08 p. m
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