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ACTI ON NARRATI VE

3:31: 04 PM

CHAIR CATHY GESSEL <called the Senate Resources Standing
Commttee neeting to order at 3:31 p.m Present at the call to
order were Senators Stedman, Costello, M cciche, Stoltze,
Coghill, Wel echowski and Chair G essel.

SB 8- 1 NDUSTRI AL HEMP PRODUCTI ON LI CENSES

3:32:13 PM
CHAI R G ESSEL announced SB 8 [version 29-L/S028|A] to be up for
consi derati on.

3:32:17 PM

MATT MOSER, staff to Senator Ellis, sponsor of SB 8, explained
that industrial henp has been cultivated by humans for thousands
of years. The Declaration of |ndependence and the Constitution
were both witten on henp papers. It is ironic that a crop so
inmportant to Anerican history is still illegal today.

He said 19 states have enbraced pilot studies on henp production
across the country and it is, in fact, an issue with which to
fight federal overreach. It 1is also an issue that brings
Republi cans and Denocrats together, which is what drew Senator
Ellis to the issue originally. He said that Kentucky Senators
Mtch MConnell and Rand Paul have introduced the Industrial
Henp Farm ng Act that has numerous co-sponsors.
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3:34: 25 PM
MR. MOSER provided a sectional analysis of SB 8 as foll ows:

Section 1 adds a new section to Title 3 entitled Industrial Henp
and defining it as an agricultural crop in Al aska. | t
establishes a license procedure in the Departnent of Natural
Resources (DNR) that allows a licensed henp producer to plant,
grow, harvest, process, possess, sell or buy industrial henp. It
al so requires the DNR to adopt regul ations.

Language on page 2, line 6, says a licensed industrial henp
grower nust docunent and file verification that henp seeds they
have wused are certified and docunent to have less than .3
percent tetrahydrocannabi nol (THC), the psycho active ingredient
in recreational marijuana. Language on page 2, line 19, sets
this definition in statute.

Section 2 on page 2, line 21, creates an affirmative defense to
prosecution for a properly |licensed henp grower.

Section 3 on page 3, line 4, allows the Departnment of Public
Safety (DPS) to conduct a national crimnal history record
check, sonething that other states have included in their
statutes.

Section 4 on page 3, line 6, states that a properly licensed
producer of industrial henp is not required to be |licensed as a
mari j uana establ i shrment.

3:37:40 PM
SENATOR STOLTZE asked why there has to be a crimnal history
registry record check if henp is a benign substance.

MR. MOSER answered that the sponsor agrees that it is probably
not necessary, but that conponent of the bill used nodel
| egi sl ation fromother states.

3:38:46 PM

SENATOR W ELECHOWBKI said it is still considered a controlled
substance by the federal governnment and asked if he would be
arrested for eating a henp granol a bar.

MR. MOSER answered that henp products across the United States
are grow ng by double digits every year, but right now the U S
is an inporter of industrial henp raw materials from China and
Canada. So, the feds won't interfere with his snack.
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SENATOR M CCI CHE asked if Alaska has right growing conditions
and soils to grow it.

MR. MOSER answered that there are a nunber of different
opinions. He found information about henp growing in Northern
Russia, and British Colunmbia has a white paper about henp
production in Canada.

3:40: 33 PM

SCOTT HENDRI CK, Program Director, National Conference of State
Legislature (NCSL), Denver, Colorado, said the NCSL is a
bi parti san organi zation that presents research and analysis to
state legislatures and doesn't take positions on issues debated
in the states. H's purpose today was to provide information on
how ot her states have handled this issue.

He said that the increasing nunmber of industrial henp
di scussions are driven by the inclusion of a provision in the
2014 Feder al Farm bill that authorizes states to pursue
industrial henp pilot projects through their wuniversities or
Departments of Agriculture. Sone states have passed |egislation
to pronote the industrial henp industry prior to the federal |aw
changes last year. To date, 22 states have passed |aws on
i ndustri al henp; 7 states - Del aware, Hawai i , Il'linois,
M chi gan, Nebraska, New York and Utah - have |aws establishing
henp research prograns usually adm nistered by a state agency or
uni versity. Connecticut and New Hanpshire have passed laws to
study industrial henp. Thirteen other states - California,
Col orado, Indiana, Kentucky, Miine, Mntana, North Dakota,
Oregon, South Carolina, Tennessee, Vernont, Virginia, and West
Virginia - have passed laws to establish a conmmercial industrial
henp program simlar to what is being considered in SB 8. Sone
of these states will not start issuing licenses until they are
granted waivers from the Drug Enforcenent Agency (DEA) or unti
changes are made to federal law. So, sonme states have |aws on
t he books, but they aren't being acted upon now. Several states,
such as Washington and Colorado, are noving forward with their
comercial henp prograns. He would focus his remarks on these
types of laws and how they conpare to the | anguage in SB 8.

MR. HENDRI CK said several other policy options adopted by other
states were not included in the legislation. He said SB 8 is
very representative of industrial henp program |aws enacted in
ot her states. It defines industrial henp, establishes a
licensing scheme wth regulatory requirenments for growers,
provi des for inspection and oversight, and grants an affirmative
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defense for prosecution wunder state substance control | aws.
O her states have general addressed these areas, too.

SB 8 s definition is in line with other states' definition. Sone
states have also chosen to include in their definition that the
pl ant must have a "Delta-9" THC concentration of not nore than
0.3 percent and nany specify that the THC limts are "on a dry
wei ght basis."

MR. HENDRICK said the licensing scheme in SB 8 is simlar to
other states' |aws. However, section (1)(c) doesn't require GPS
coordinates or a nmap of the growing area for the growi ng areas

as other states have required. Indiana and Kentucky prohibit
anyone who has been convicted of a drug related offense in the
last 10 years from obtaining a growers |icense. Sone states
require witten consent wth the license application that
explicitly allows access to the growing property for testing and
i nspections. Sonme states set terns for |icenses stating that
they are only valid for a certain tinme period, wusually 1-3
years. Oegon's law states that a license is a persona

privilege and not transferrable.

3:45: 48 PM

Regul atory requirenments in section (1)(d) have a provision for
the licensee to provide docunentation that seeds planted are of
a type and variety certified to grow industrial henp having no
nore than 0.3 percent THC. O her states have nore detailed seed
certification requirenents in statute; for exanple, California's
| aw establishes an approved |ist of seed types and Col orado's
law formally establishes a seed certification program Sone
states have slightly different regulatory requirenents for seed
growers as opposed to those growing the crop, itself. The
requirenments for the seed growers relate to inspection, keeping
records of who they sell to, preserving those records for a
certain time period, and requirenents as the amount and type of
inventory they can hold at any one tine.

MR. HENDRICK said SB 8 would also require the licensee to share
with the state any contracts to grow industrial henp. This is a
smal|l difference from others, but Colorado actually requires
proof of a contract before a license can be issued. Mt of the
other regulatory requirenents closely align with [|anguage in
other states. He said some state |laws have nore detailed
oversight for things |like how inspections and testings can take
pl ace and what to do if test sanples cone back with THC anounts
hi gher than lawfully acceptabl e.
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3:47:21 PM

Section 2 of SB 8 provides an affirmative defense for
prosecution under the Controlled Substance |aws. Sone states,
such as Col orado, extended this protection to include people who
are processing, selling or otherwise distributing industrial
henmp grown by a person who is registered under their law. |In
Montana, in order for the defense to apply, the |icensee mnust
"have valid applicable controlled substances registrations wth
the U S. DEA. "

3:48: 01 PM

MR. HENDRI CK said additional policy options that other states
have adopted are create a board or advisory comrittee to advise
on laws, regulations, enforcenent and budgetary matters. Sone
have adopted detailed seed registration certification prograns.
Sonme specifically set up an industrial henp fund to support the
pr ogram Money going into these funds usually includes
registration or licensing fees. Some states specifically
authorize grants from foundations or private individuals.
Col orado uses a portion of its revenues from marijuana sale
taxes to support the industrial henp fund, as well.

3:48: 59 PM

In terms of penalties, sonme states authorize civil penalties of
up $2,500 per violation and sone have mninmum acreage
requi renents, usually 5 acres or greater for growers of the crop
and 2.5 acres or nore for seed cultivators.

MR. HENDRI CK said sonme states have considered the transportation
of henp away from the growh site and require agents
transporting the harvest to carry the licensing docunentation
with them California requires sanple testing of industrial henp
crops imedi ately before the harvest.

SENATOR STOLTZE asked if individual states does its own seed
soil and product certification.

MR. HENDRI CK replied that sone states haven't established a seed
certification programand sonme have.

SENATOR STOLTZE said he was npre concerned about the |evels of
drug content.

MR. HENDRICK replied that the level of drug content is set at
t he sane anount as for the crop, itself.
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SENATOR STOLTZE asked if each state is responsible for
conducting those tests.

MR. HENDRI CK answered yes.

SENATOR STOLTZE asked to determne fiscal inpact, if the federa
government is able to render any assistance for certification as
with other agricultural products.

MR. HENDRI CK answered he wasn't aware of any federal assistance.

SENATOR M CCICHE said it seens |ike the background checks seens
a little extrene if it doesn't have potential for abuse and
asked himto explain why.

3:53: 06 PM

MR. HENDRI CK answered that he couldn't speak to why, but he had
heard someone say that allowing industrial henp mght be a way
for people to grow marijuana in those plots. It could be that
i ndustrial henp is still considered to be a controlled substance
on a federal |evel.

3:54:15 PM
SENATOR M CCICHE asked at what point would a controlled
substance not require control.

MR. HENDRI CK answered that he wasn't sure, because he wasn't an
expert on federal law. The states have definitions for the
i ndustrial henp plant and sonme define industrial henp products
separately from the plant. Zero levels of THC wouldn't be an
i ssue.

SENATOR STOLTZE asked about possible federal assistance wth
mar keti ng and other facets of the agricultural comunity.

MR. HENRI CK responded that he would look into what federal
assi stance i s avail abl e.

SENATOR STOLTZE added "or prohibited."

3:56: 31 PM
LARRY DEVI LBISS, Mayor, WMat-Su Borough, Palnmer, Al aska, said he
is a farnmer and knows that the industrial henp wll not be

confused visually with a marijuana plant. They are not renotely
alike. He didn't think it had a nmassive commercial potential for
Al aska, but it probably has a niche value. The seed is available
at places |ike Costco and he has one 92 year old constituent who
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credits his health all to henp and has a bible verse to support
it.

4:00: 04 PM

BRYCE WRIGLEY, President, Alaska Farm Bureau (AFB), Delta
Junction, Al aska, supported SB 8. He said the two crops of henp
and nmarijuana are significantly different. Henp is a very
versatile crop providing fiber and oil that can be used in a
wi de range of products in the health food world. In fact henp
seeds are considered a super food with up to 20 percent protein.

The U.S. inports $2 billion worth of henp products per year and
it seens that if the products are safe to inport, they could
al so be safely grown here. The low |level of THC contained in
i ndustrial henp provides the necessary safeguards to the public
heal t h.

MR WRIGEY said it isn't clear whether industrial henp can be
grown to maturity here, so that the desired products could be
processed into suitable itens. The devel opnent of henp varieties
with the required |Iow THC concentration, the short season and
other desirable traits is the proper purview of the University
of Alaska Fairbanks as it is a land grant university with |and
facilities in different areas of the state to provide a wde
range of trial locations. He stressed that it is inportant to
conduct this research in a controlled manner by legitimte
researchers who can evaluate the traits, neasure the THC |evels
and screen for unintended risks. Even if no varieties are found
that can nmature in Alaska's latitude there is pronmse for
industrial henp as a cover crop for green manure or for weed
suppression. The proper nethods for determ ning whether this is
a good opportunity for Al askan farners is for UAF to do the
research and pass the breeder seed through the Plant Materi al
Center to individual farmers to grow.

4:02: 24 PM
SENATOR STOLTZE asked if the Farm Bureau officially endorsed
growi ng henp in the past.

MR. WRIGLEY replied this week is the first tine it came before
the AFB and they endorsed SB 8 officially.

SENATOR COSTELLO asked how large of an industry henp would be
and if any farmers had expressed interest in growing it.

MR. WRI GLEY answered that he hadn't heard of anyone wanting to
grow it. It has maturity issues in Alaska's latitude. Al aska
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struggles with rotational crops being limted particularly in
the north as to what can be rotated with barley and grains.
There are possibilities that henp could provide a green manure
crop or a nmethod of suppressing weeds because it grows very
densel y.

SENATOR COSTELLO asked if the research should be done by UAF or
i ndi vi dual farners.

MR. WRIGLEY replied that his strong recomrendation would be to
do it through UAF, because they have the capability of
eval uating various aspects of henp as a crop and determning
what varieties would be the best, THC levels and things |ike
that. It would helpful to have the University provide that
research first, because accredited and |land grant universities
were established to provide that service. The information was
meant to be dissem nated through cooperative extension and the
Plant Material Center was tasked with growing those crops as
they were determined to be viable. He thought it was inportant
to reestablish the inportance of the University in that process.

4:06: 18 PM
SENATOR STOLTZE asked if the henp plant could becone invasive.

MR. VWRI GLEY answered that it can, but it is spread by speed. One
hopes if it can mature here that it would be managed properly
and that the plant would be harvested before mature seed
setting. That 1is another conpelling reason to involve the
Uni versity.

CHAIR G ESSEL thanked him for his testinony and opened public
testi nony.

4:07:49 PM

JI' M SYKES, representing hinself, Palnmer, Alaska, supported SB 8.
He is also a nmenber of the Mat-Su Borough Assenbly, but is not
speaking for them but they were okay with the Mayor's testinony
earlier. The idea of putting a THC dry weight and allow ng for
inspection at any tinme of a crop and testing is inportant,
especially with nedical and recreational marijuana.

4:10: 01 PM

FRANK TURNEY, representing hinself, Fairbanks, Al aska, supported
SB 8 He said the real termnology is cannabis, not marijuana
that has been used as a racist tool against blacks and
mnorities, has been grown for nedicinal and industrial uses for
10,000 years. Cannabis sativa L is growmm for industria
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production like fiber and oils; cannabis sativa is grown for
nmedi ci nal and recreational uses. Unlike other bionmass that need
a lot of water, but henp needs just a little bit of water and a
little bit of sunshine: 10 tons per acre for three or four
nonths growing tine and 50,000 products can be made out of it.
Peopl e worry about sterilizing the seed, but now a henp vodka
named Purgatory is being made in Wasilla; it is authorized by
the DEA and certified by the State of Al aska. They get their
seeds sterilized from Canada. Industrial henp should be grown in
Al aska.

4:12: 41 PM
SENATOR STOLTZE asked why the departnent needs the fiscal note.

FRANCI HAVEMEI STER, Di rector, Di vi si on of Agricul ture,
Departnment of Natural Resources (DNR), Anchorage, Al aska,
replied that the fiscal note is strictly to wite the
regul ations for this crop. That would allow the industry to nove
forward and possibly start production of the crop.

4:14:50 PM

SENATOR STOLTZE noted there were zero out-year costs and asked
if this becones an industry what additional costs would be
i nvol ved.

M5. HAVEMEI STER answered that the departnment would be the
i censing agency as well as the regul ator.

SENATOR STOLTZE said when he had the conmercialization of
marijuana bill in the State Affairs Conmttee he was troubled

because of the division's role which included nmaking agriculture
revolving loan funds and seed certification, storage and
enhanced security, and a whole nyriad of costs for which it is
not doing now had a zero fiscal note saying that henp was the
Di vision of Comerce's problem He didn't see the difference.

M5. HAVEMEI STER replied that the difference between this bill
and the one on nmarijuana is that this |anguage and henp
production would be allowed through the Farm bill and it is
witten into the FarmBill that the Divisions of Agriculture and
the Universities can be involved in research

4:17:33 PM

SENATOR STOLTZE asked who in her division would be responsible
for certification and THC testing.
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M5. HAVEMEI STER replied that at this time the Division of
Agriculture doesn't have capability to do the THC tests. |If
funding were to conme through, it potentially could be done
t hrough t hem

SENATOR STOLTZE said he wasn't asking if funding was com ng
through; legislation is comng through and it has inplications
for funding. He didn't want to pass the bill and then see the
need for funding. He was disappointed that he wasn't getting
answers.

CHAIR G ESSEL pointed out that the bill will go to the Finance
Commttee as well as the Judiciary Conmttee. Seeing no further
comments, she left public testinmony open and held SB 8 1in
conmittee.

HIR 4-OFFSHORE O L & GAS REVENUE SHARI NG

4:19: 43 PM
CHAI R G ESSEL announced HIJR 4 to be up for consideration.

SENATOR COGHI LL npved to adopt Anendnent 1, 29-LS0281\A. 2.

29- LS0281\ A. 2

Nauman
3/ 20/ 15
AVENDVENT 1
OFFERED I N THE SENATE TO HIR 4
Page 1, line 5, followng "integrity":
Insert "; urging the United States Congress to

reject any proposal to divert or otherw se reduce
revenue sharing to the <coastal states and their
political subdivisions under the Gulf of Mexico Energy
Security Act of 2006; and urging the President of the
United States to direct, to the maxinum extent

possi bl e, f eder al f unds recei ved from out er
continental shelf developnent, and not dedicated to
states or ot her f eder al progr ans, to federal

infrastructure in the affected states”

Page 1, lines 7 - 13:

Delete all material and insert:

"WHEREAS the state, which has nore coastline than
the rest of the United States conbined, requests that
the United States Congress pass legislation that
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allows the state to equitably share revenue generated
on the outer continental shelf of the state; and”

Page 2, lines 7 - 8:

Delete "federal oil and gas leases in outer
continental shelf areas adjacent to each state"
Insert "leases covered under phase one of the

@Qulf of Mexico Energy Security Act of 2006; phase two
of the @ilf of Mexico Energy Security Act of 2006
expands the definition of "qualified outer continental
shel f revenue" and continues to share revenue on an
adj acency factor but includes an annual revenue-
sharing cap of $500, 000, 000 that applies through 2055"

Page 3, line 5, follow ng "opportunities":
Insert "or, alternatively, could be used for
deficit reduction”

Page 3, line 11, followng "integrity":
I nsert new material to read:

"; and be it

FURTHER RESOLVED t hat t he Al aska State
Legislature urges the United States Congress to reject
any proposal to divert or otherwi se reduce revenue
sharing to the coastal states and their political
subdi vi sions under the @l f of Mexico Energy Security
Act of 2006; and be it

FURTHER RESOLVED t hat t he Al aska State
Legislature urges the President of the United States
to direct, to the maximum extent possible, federal

f unds recei ved from out er conti nent al shel f
devel opnment, and not dedicated to states or other
f eder al pr ogr ans, to federal infrastructure in

affected states”
SENATOR STOLTZE obj ected for discussion purposes.

CHAD HUTCHI SON, staff to Senator Coghill, sponsor of Amendnent
1, expl ai ned that the anendnent was based on ongoing
conversations they had had with Senator Mirkowski's staff, M ke
Pawl owski on how to increase Al aska's share of offshore revenue.

He said that right now, Alaska is under the authority of the
Quter Continental Shelf Lands Act (OCSL), which neans that it
receives 27 percent for offshore revenues in areas 3-6 mles
away for the coast. The way it works is that the 27 percent is
taken out by the federal governnent for offshore |easing and
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given back to the state so it <can wuse it to increase
infrastructure on shore. The only relevant field that is privy
to this provision is the North Star Field in the Beaufort Sea,
but the expectation is that if the Liberty Field conmes on, it
woul d i ncrease that revenue.

Concurrent to that is the @ulf of Mexico Energy Security Act in
which the @lf States - Al abama, Texas, Loui si ana, and
M ssissippi - receive 37.5 percent of the offshore revenues.
They get nore for a nunber of reasons: because it occurred in
2006 that had the right type of political influence and a
tremendous anmpount of drilling and in an area that is subject to
hurri canes.

4:23:12 PM
Al aska wants to increase the anmobunt of offshore revenue it gets
fromthe federal governnment.

SENATOR STOLTZE said this proposal replaces a contentious
provision that would have disrupted a historical argunent the
state has made and nmde it much stronger and asked if it
requires a title change.

MR. HUTCHI SON answer ed yes.
CHAIR G ESSEL said the title change was on the amendnent page.

SENATOR COSTELLO said one congressional office has indicated
support and asked if the entire congressional delegation been
contacted about this anmendnent.

4:24:49 PM
MR. HUTCH SON that have had briefings with representative of
Senator Sullivan, but the primary person that is nost famliar
with the oil and gas is M. Pawl owski and they rely on him at
this point to conmmunicate the nessage to the others in the
del egati on.

SENATOR COGHI LL said they are trying to give a tool to
congressional delegation that adds Alaska's voice go to the
other states' that opposes distributing that 37.5 percent to
ot her federal or conservation prograns instead of it going back
to the states.

REPRESENTATI VE = SADDLER, sponsor  of HIR 4, Al aska State
Legi sl ature, Juneau, Al aska, said he supported the amendnent.
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SENATOR STOLTZE renoved his objection.

CHAI R G ESSEL announced that Anmendnent 1 was adopted. Finding no
further conments, she closed public testinony.

SENATOR COSTELLO nentioned that this resolution has bi-partisan
support in the other body. It is an inportant issue of debate
t hat Congress wi |l be having.

SENATOR STOLTZE said he appreciated that Senator Mirkowski was
taking the lead on this.

SENATOR COSTELLO noved to report HIR 4, as anended, from
commttee with individual recomendations and attached fiscal
note(s). There were no objections and therefore, SCS HIR 4(RES)
nmoved fromcomm ttee.

SB 57-CLEAN Al R ACT PLAN

4:30: 04 PM
CHAIR G ESSEL brought SB 57 back before the commttee and
invited M. Rokeberg to continue commenting on the bill. [CSSB

57(NRG, 29-LS0523\G was before the commttee.]

4:30: 34 PM

NCRVAN ROKEBERG, Conmi ssioner, Regulatory Conm ssion of Al aska
(RCA), Anchorage, Alaska, said his opinions on SB 57 are not
official RCA opinions. He clarified his Decenber 1 comrents on
SB 57. He said it would require the drafting of a state
i npl ementation plan that may prohibit the submission of a set

fromthe state. Under the bill the state would have to devel op
and proceed with a plan but then it would run into the bill's
requi renents which he found troubling. For exanple, section
(a)(1), on page 1, line 13, indicates that this does not result

in increased electrical wutility rates and it would have a
di sproportionate effect on households of Iow to noderate
i ncones.

MR. ROKERBERG said page 7 of his comments referring to the
i mpact of EPA' s mandate because of the goals they set and their
i mpact of shutting down Healy's plants 1 and 2 for the 45,000
Golden Valley Electric Association (GVEA) ratepayers in
Fai rbanks. The estimate of increased cost would be $.05-.07 per
kKilowatt hour, bringing rates up to $.29-.31 kilowatt hour or a
26 percent increase. The analysis is extrenmely difficult,
because the RCA does not have the capability to be to determ ne
the distinction between |ow and noderate income from a broad
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retail rate. The inpacts would be $450 per vyear across all
retail ratepayers. One could assune that increases wll inpact
| ow and noderate ratepayers even wwth a plan that woul d decrease
gr eenhouse gases.

4:34: 27 PM

Texas, for instance, believes an in-state plan will raise costs
10 percent, but if the EPA does it, it wll be 44 percent.
Simlarly with the state of Chio at 36 percent.

Additionally, subsection 2 regarding electrical reliability,
resource adequacy and transm ssion, is very vague and difficult
to understand. Cosing the coal plants in Fairbanks would
exacerbate the problens they have nowin terns of reliability.

Additionally, nunber three, a big part of the EPA plan is to
introduce a greater amount of renewables, but particularly
energy efficiencies and this wll «clearly inpair existing
el ectrical generation capacity. Nunber four, obviously if there
is any reduction in Healy 1, GVEA has indicated they are
scheduling its potential retirenent sonetinme around 2023. He was
not sure how that would inpact the nmeaning of the bill, but it
woul d cost in terns of enploynent. These hurdles may prohibit or
restrict the ability of the state to do a plan and it is hanging
over the heads of the folks doing it and may have an inpact on
the quality of their work.

MR. ROKEBERG said the RCA could look into the areas specific to
el ectric power, but doing all the rest of the things creates an
extra burden on them The goal is to just get an exenption from
the EPA and to wite a plan that Alaska can live with

Further, he said Alaska has a long history of fighting against
federal intrusion on policy issues. He also differed on the
notion that not filing a plan would be beneficial to the mning
industry. He didn't think it would be helpful at all. Al aska
needs to wite a plan it can live wth.

SENATOR STEDVAN said he heard M. Rokeberg say that Rule 111(d)
would not inpact the North Slope oil basin, but he hears
differently fromthe conpanies up there.

MR. ROKEBERG responded that at this point the 111(d) provision
only inpacts five utilities on the Railbelt; it has no inpact on
the North Slope. That is one of the problens. In every other
state, these designs are statewi de, but in Al aska enforcenent is
restricted to the Railbelt area. Efficiencies nade in renewable
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and energy efficiencies there are not even being counted by the
EPA. In addition, the Railbelt has an entire new generation
fleet and the EPA rule applied in 2012. So, a plan needs to be
witten that would account for those new plants.

SENATOR STEDMAN said that energy is Alaska's biggest industry
and his understanding from the industry is that it will affect
t hem

4:40: 51 PM

CHAIR G ESSEL said the EPA is already in Alaska and she had
received letters of support for SB 57 from Alaska's Railbelt
Cooperative Transmission and Electric Conpany (ARCTEC), the
Al aska Chanber, the Teansters, the Fairbanks Chanber, Consuner
Energy Alliance, the Mners Association, and nore diverse groups
and she wasn't sure what M. Rokeberg was advocating for. The
bill advocates for a waiver at the very onset and to have the
rest of the data available to the |egislature before any kind of
pl an woul d be submtted seens only transparent.

MR. ROKEBERG said she had done an excellent job of getting
support for the bill, but he believed that the bill is based on
the premise that submtting a plan is not good and that the
requirenents do not wultimtely serve Alaska's purposes in
seeking an exenption. It adds work and analysis cannot even be
performed for many sections of the bill by the departnents,
because they don't have econom sts on staff, which gave rise to
the fiscal note. In addition, it also gives authority to the DEC
whereas the original coments were devel oped by a working group
that cuts across nunerous agencies that have expertise in doing
that. Putting the authority in DEC could create the need for
further fiscal notes.

CHAIR G ESSEL responded that, in fact, DEC has an econom st on
staff and the new zero fiscal note cones about because of HB 140
that passed |ast year requiring departnents to produce a good
faith estimate on the cost of inplenmenting regul ations. Federal
actions that require conpliance were explicitly witten into the
statute through HB 140. That funding, anounting to $278,000 in
FY16 provides for the procurenment of an econom st |l position
as well as contractual assistance for the devel opnment of cost
estimates including data collection, analysis, and report of
findings in the anount required for the contract.

SENATOR G ESSEL said it is spelled out on page 2 of the fiscal

note. SB 57 requires the DEC to performthis analysis; they have
the noney and it is unencunbered for FY16. The original fiscal
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note estimated about $100,000 over the two fiscal years for the
contractual assistance and that would be included in what was
passed | ast year. So, in fact, this bill has a zero fiscal note.

4:45: 37 PM
SENATOR STEDMAN said he is generally hesitant when commttees
start zeroing out fiscal notes to avoid the Finance Conmittee.

CHAIR G ESSEL said this fiscal note cane from the D vision of
Legi sl ati ve Fi nance.

SENATOR COSTELLO asked if the Departnment of Law (Departnment of
Law) could say whether the EPA has the authority under the
111(d) rule to regulate in this manner. In a way they are
recogni zing that it has this authority by responding to it in a
manner this legislation does, which is to allow Al aska to seek
an exenption. How does that work?

4:48: 31 PM

EMMVA POKON, Assistant Attorney General, Departnent of Law (DAL),
Anchorage, Al aska, responded that the state 1is «currently
participating in litigation in the Wshington, D.C, Circuit
challenging Rule 111(d) and EPA's authority to issue the
proposed regulation. This legislation would be outside of the
| egal question she is prepared to answer. EPA is continuing to
say that they believe they have the authority for this and the
rule will be issued this sumer; the court wll decide in the
end whet her or not EPA has the authority.

SENATOR COSTELLO said she sits on the Departnent of Law s budget
subconmttee and wearlier this week she asked the Attorney
CGeneral Craig Richards what the state's plan is on pushing back
against Rule 111(d). H's nmeno in response says that the C ean
Power Plan rule is an exanple of an area where the state felt it
necessary to push back against the EPA. It went on to say that
the state is essentially submtting coments dealing with the
EPA's interpretation and how they believe it is wong. She said
the state attached a l|legal analysis explaining why it believes
the EPA' s proposed interpretation is inproper. It nentions the
state is intervening in a lawsuit. Her concern is that the
Department of Law (DOL) is already engaged in this issue, but
maybe it should wait until the |egislature weighs in.

4:52:24 PM

M5. POKON said the litigation was started a while ago in the
|ast admnistration and she couldn't say which branch of
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government should be first to make a statenent about the EPA' s
authority.

CHAIR A ESSEL comented that this bill is the second |ine of
defense if the lawsuit should fail.

SENATOR W ELECHOWSKI asked if the state passes this and then
tries to put a plan in place, what happens if the feds reject
it.

MR. POKON replied that the feds would inplenent a plan.

SENATOR W ELECHOWBKI asked the likelihood that the state would
recei ve an exenption

M5. POKON replied that Alaska has been given a lot of
exenpti ons.

4:54: 44 PM
SENATOR W ELECHOWSKI asked if anyone else had asked for an
exenpti on.

M5. POKON replied that she had not seen specific request for an
exenption or waiver from the rule, but other states have
objected to EPA's authority or commented in a negative fashion.

SENATOR W ELECHOWNSKI asked if it is possible that Al aska could
fail to produce an SIP in accordance with our own stringent
criteria and in turn cause ourselves to be subjected to a
federal inplenentation plan.

M5. POKON answered that her reading of SB 57 is that it would
require DEC to nmake affirmative determ nations of the effect of
the state plan and it would not be submtting a state plan for
approval to the EPA until the determ nations could be made. |If
DEC could not nake those determ nation then they wouldn't be
subnmitting a state plan, which under the ternms of the Clean Ar
Act would result in a federal inplenentation plan.

SENATOR W ELECHOWSKI said in other words, the legislature could
be making it so hard for DEC to cone with a plan that neets
federal requirenments such that the federal governnment rejects it
and then inplenents a federal plan.

M5. POKON replied that is a possible outcone.
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SENATOR COGHILL said he liked what SB 57 was trying to do, but
maybe this should go into effect if the feds start giving us a
hard time on the exenption rather than doing it before the
exenption request is settled. Has the state already applied for
an exenption?

4:58: 09 PM

SENATOR STOLTZE asked whether the 111(d) provisions are
i npl emented or in the devel opnent process and that m ght change
t he rel evancy of their approach.

4:58:41 PM

ALI CE EDWARDS, Deputy Commi ssioner, Departnent of Environnenta

Conservation (DEC), Anchorage, Al aska, responded that the EPA
has not finalized the rule making for 111(d); the state
submtted coments on Decenber 1, which was at the end of the
comment period. The EPA has indicated that they will finalize
ruling making this sumer. In the nulti-agency (RCA Al aska
Energy Authority (AEA), DEC and the Governor's Ofice) comments
to EPA, the state requested an exenption for this rule making
along with other associated comments. They don’t know for
certain whether or not an exenption will be granted.

SENATOR COGHI LL questioned the constitutionality of the proposed
rul e and thought we need to focus there as |ong as possible, and
asked if SB 57 would back up their conments or weaken that
posi tion.

M5. EDWARDS answered that state coments take three approaches;
they start with the |egal aspects, which Departnent of Law spoke
about; it asks for the exenption and then dependi ng on where EPA
| anded they also put in information that m ght address sone of
the ruling making issues if they noved forward and either of the
options cane through. Then the real question becones: in the end

it is not known how the final rule will ook or how the state's
corments or litigation is going to be resolved. If the state
fails to get an exenption, the question becones how the state
will develop a state plan and if the bill will allow devel opnent

of it and neeting the requirenents.

5:02: 40 PM

SENATOR STEDVAN clarified that the Senate Resources Conmttee
prepared the fiscal note is.

CHAIR G ESSEL said it nmay say that, but the consultant to it was
Legi sl ati ve Finance.
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SENATOR COSTELLO asked if the department could conment on her
concern, which is that the state cannot submt a plan that shows
there is no retail electric service rate increase. Every state
realizes that the consuner is the one who will pay and saying
that the state has to submt a plan that has no effect on
increased retail service rates could be tying our hands.

Finding no further questions, Chair Gessel held SB 57 in
comm ttee.

5:04:45 PM

CHAIR G ESSEL adjourned the Senate Resources Committee neeting
at 5:04 p.m
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