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ACTI ON NARRATI VE

3:30: 30 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 Meyer, Stedman, Hughes, Welechowski, and
Chair G essel.

Confirmati on Hearing: Board of Gane

CHAI R G ESSEL announced the confirmation hearing for the Board
of Game (BOG and invited M. Hoffman, who is being reappointed
to a third term to tell the commttee why he would like to
remai n on the board.

3:31:46 PM

STANLEY "STOSH' HOFFMAN, Bethel, Al aska, said he works for the
Yukon Kuskokwi m Heal th Corporation and has been raising a famly
in Bethel for the last 20 years. Prior to that, he lived in
McGath for about 20 years. Both towns are on the Kuskokw m
Ri ver in western Al aska.
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MR. HOFFMAN said he was first appointed to the BOG in 2008 by
Governor Palin and is happy to be part of the process that
ensures that Alaska has fish and gane forever. He enjoys the
wor k and appreciates the opportunity to serve again.

CHAI R G ESSEL asked what big issues the BOG is facing.

MR. HOFFMAN answered they are currently dealing wth "Unit 13"
issues in the Ahtna area on the highway system the caribou in
northern Al aska and Dall sheep issue is also hot on the agenda.
Locally, the board has received a lot of testinony about an
escal ati ng bear popul ati on.

3:34: 42 PM
CHAIR G ESSEL found no questions from commttee nenbers and
opened public comment.

SAM ROHRER, President, Alaska Professional Hunters Association
(APHA), Kodi ak, Al aska, supported M. Hoffman's confirmation to
the Board of Gane. He brings a unique perspective from western
Al aska, and while he is extrenely know edgeable on subsistence
i ssues, that one issue does not define him He supports wde
uses of the resources provided they can be done in a sustainable
way. He approaches issues with an open mnd and is always

willing to consider other viewpoints. He is wdely respected,
know edgeabl e on the issues, and nost inportantly, he is willing
to serve.

3:36: 15 PM

NI COLE BORROMEO, Executive Vice President and General Counsel,
Al aska Federation of Natives, Anchorage, Al aska, offered "full
support”™ for M. Hoffman's confirmation. He is know edgeable
about subsistence and comercial i1ssues and brings a bal anced
approach to ganme managenent.

CHAIR GESSEL, finding no further coments, closed public
testi nony.

SENATOR HUGHES said it didn't relate to his appointnment, but she
was |ooking at sone pictures from the md-80s when her famly
lived in Bethel and realized he was about the age of her son,
and asked if he went to high school with him

MR. HOFFMAN answered no; he attended MG ath H gh School and
didn't leave McGath until 1992.
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SENATOR HUGHES t hanked hi m for serving.

Confirmation Hearing: Al aska Gasline Devel opment Corporation

3:39:36 PM

CHAIR G ESSEL announced the confirmation hearings for three
appointments to the Alaska Gasline Developnent Corporation
(AGDC). She said this board was fornmed in 2014 because of SB
138. In the years since, the project personnel and board
conposition have experienced sonme dynam c turnover. So, they
have the latest two new individuals up for confirmation and one
who is up for reappointnment. She welcomed M. Christian to the
table to tell them why he is interested in serving on this
boar d.

3:40: 21 PM

WARREN CHRI STI AN, appointee to the Al aska Gasline Devel opnent
Corporation (AGDC) Board, North Pole, Al aska, said he has |ived
in Alaska for over 40 years and worked in the oil and gas
industry for over 30 years, specializing in Arctic pipeline
construction. He started as a welder hel per and worked his way
t hrough the conpany and finally becane president. For the |ast
10 years he has been president of Doyon, Associated, a
partnership between Doyon Limted and Associated Pipeline
Conmpany. Over the years he has had the great opportunity to be
part of the planning and devel oprent of many pipeline projects
i ncluding Al pine, Badani , Nor t hst ar, Tarn, Mel t Wat er
ExxonMobil's Point Thonson project, and ConocoPhillips CD5
proj ect .

MR. CHRI STI AN said he is currently president of the North Slope
Contractors Association, president of the Mechanical Contractors
of Fairbanks, and past president of the TAPS Contractors
Association. He is famliar with negotiating |abor agreenents
with the unions and construction agreenents with the majors. He
has also been involved in the training of Alaskans and is a
trustee of the Joint Apprenticeship Training Conmittee for the
Pl unmbers and Pipefitters. He is also a trustee for the Fairbanks
Pipeline Training Center. He is a nenber of the Alliance, the
RDC, and the Fairbanks Chanmber of Comerce; he is a certified
pr oj ect managemnent pr of essi onal and a certified welding
i nspector. He serves on the AGDC Technical Conmmttee where he
has been actively engaged with the managenent team

MR. CHRI STI AN said he believes his experience and history wll

hel p and bring sonme val uabl e Al aska Arctic know edge to the team
and he is very willing to serve.

SENATE RES COW TTEE - 5- March 27, 2017



CHAI R G ESSEL t hanked hi m and asked when he was first appointed.

MR. CHRI STIAN answered he was appointed in Septenber and his
first neeting was in Cctober.

CHAI R G ESSEL asked how he feels the project is progressing.

MR. CHRI STI AN replied that they had just received the update and
he has had to go through a "nassive anmount” of information. He
believes the project is heading in the direction that the Wod-
MacKenzie reported when the mmjors figured the project wasn't
coormercial with the way it was structured. It recommended a
possibility of nmaking it commercial and those were the third-
party tolling and third-party finance, along with the federal
tax exenption. Now the project is heading in that direction and
is progressing the FERC process. He is very involved, because it
could add costs to the project by adding stipulations to the
permts. They will file for FERC ahead of the June scheduling.

CHAIR G ESSEL asked if he had ever been involved in a FERC
permt process before.

MR. CHRI STIAN answered that he had been involved in certain
aspects of it and had to provide information such as air quality
and construction information, but he has not dealt directly with
t he FERC agency. It's always been through the producers.

3:44:51 PM
CHAIR GESSEL noted that he projects that the application
process will be conpleted in the next three nonths.

MR. CHRI STI AN responded that they wll start by filing a forma
application to FERC

CHAI R 3 ESSEL asked how many questions he had to answer rel ated
tothe initial filing.

MR. CHRI STI AN replied about 3,000 questions, but they won't all
be answered at that point. The questions have been separated
into different categories: questions that can't be answered
until FEED (front end engineering and design), questions that
will be answered during the 18-nmonth FERC process, and sone
questions that will be answered in the beginning.

CHAI R G ESSEL asked who is answering those questions.
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MR. CHRISTIAN replied that a technical team w thin AGDC and sone
third-party contractors are answering those questions.

CHAIR G ESSEL asked if he had ever worked with any of those
third-parties before.

MR. CHRI STIAN answered that he hadn't worked with the third-
party contractor, but he had worked with sone of the nenbers of
the AGDC teamin the past.

CHAIR G ESSEL asked if he knows how firm the plans are to
pur chase t he ConocoPhillips export facility in NiKkiski.

MR. CHRI STIAN answered at this point the AGC is not going to
put a bid in for the ConocoPhillips' AKLNG pl ant.

3:46: 37 PM
SENATOR COGHI LL joi ned the conmitt ee.

CHAIR G ESSEL asked M. Christian if he had |ooked over the
"bullet line" (ASAP) pl ans.

MR. CHRI STI AN answered yes; he had |ooked at the design basis,
the cost estimates, and the assunptions around that |ine, along
wi th the AKLNG project.

CHAIR G ESSEL asked M. Christian if, based on his experience
with gas pipelines, he thinks it is a viable project.

MR. CHRISTIAN replied that he believes that only one pipeline
will be built. They have |ooked at the evaluation of the
different size pipes - the 48-inch pipe, the 42-inch pipe, and
the ASAP 36-inch pipe with nultiple trains - to see which would
bring the nost return. In doing so, they had to normalize sone
things fromthe ASAP pipeline to the AKLNG pi peline, such as its
termnation point, and |ooked at additional demands above what
Cook Inlet can supply. He didn't believe those demands are high
at this point, because infrastructure is not in place, but if
they built the ASAP line as currently designed that project
would have to be subsidized. He added that both projects

conpl ement each other. The Supplenental Environnmental | npact
Statenent (SEIS) for the ASAP wll also benefit the AKLNG
project, so the market will deternmine the final pipe size.

3:49: 53 PM

DAVI D W GHT, Al aska Gasline Devel opnent Corporation (AGXC) Board
appoi ntee, Anchorage, Alaska, related that he had lived in
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Al aska since 2000 and he has a 41-year background in petrol eum
engi neering and managenent for two nmajor conpanies: Anpbco and
BP. He has sone Al aska experience involving Anobco engineering
activities in the Cook Inlet between 1975 and 1979. From 2000
until the end of 2005 he had responsibility for Al yeska Pipeline
Service Conpany as the CEO and president. About half of his
i ndustry career has been involved in gas, gas devel opnent, gas
processing, and facilitating devel opnent of LNG and pipelines to
noneti ze gas resources.

MR WGCHT said he feels his npbst pertinent experience relative
to what they are doing in Alaska now is his eight years in
Trinidad and Tobago where he was one of tw parties that
initiated discussions with the governnment and market for LNG
devel opnment. He l|led the team that negotiated the comerci al
terns, both with the government and with the market, and |ead
the team that developed and built the first LNG plant in
Trinidad and Tobago. He also managed and led the team for the
second and third LNG trains in Trinidad and Tobago before he
noved to Al aska to be involved with the TAPS pi pel i ne.

The reason he wants to be involved in this project is because he
has a life-long interest in resource devel opnent. He thinks gas
devel opnment cones with its own chall enges and his experience and
interest is there. And as an Al askan, he truly believes the gas
resources need to be nonetized while we still have the benefit
of substantial infrastructure related to the oil production.

3:53: 36 PM
CHAI R G ESSEL asked if he thinks this is a viable project.

MR. WCGHT answered that the project can be viable, but it's not
a given. It has significant market and cost challenges, but the
state and the AGDC has put together the right group of people
with the benefit of years of study and technical and engi neering
work by the mmjor conpanies. He said the cost structure of this
project will be a challenge as well as finding the market and
the financing, but there are possibilities.

CHAIR G ESSEL asked if the state project and the three producer
projects are conpeting with each other.

MR. WOCHT replied that is an interesting question, and the four
participants will have to figure out how to work together. All
of the gas has to be sold in the marketplace together and there
are several dozen other projects trying to get to the sane
mar ket .
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3:57:28 PM

CHAIR G ESSEL said in the original legislation that created this
project AGDC nanmed the Departnent of Natural Resources (DNR) as
the marketing | ead and asked how much interaction he, as a board
menber, has had with a marketing teamfromthe DNR

MR. WCHT replied that he is fairly new to the board and hasn't
personally had any interaction with a DNR marketing team and
can't address the status of that interface.

CHAIR G ESSEL thanked him and invited M. Short to the table.
She said it is his third appointnent to the board.

3:58:37 PM

HUGH SHORT, Vice Chair, Al aska Gasline Devel opnent Corporation
(AGDC) Board, G rdwood, Alaska, said it is an honor to serve in
this role. He related that he had attended ME school in Bethel
referencing Senator Hughes earlier remark. He has worked in
finance for nost of his career. He was at Alaska Gowh Capita
for seven years, five of which he was president and CEQO He nade
investnments across the four major sectors in the econony in
Al aska. He spent three years as chairman of the board for the
Al aska Industrial Devel opnent and Export Authority (AlDEA) and
the Alaska Energy Authority (AEA). In 2013, he left Al aska
Gowm h Capital and started PT Capital and raised an initial $125
mllion in private equity funding. Currently PT Capital has
investnments in Alaska, as well as Iceland, and is very
interested in furthering the deploynment of their capital.

He said his role on the board for the last couple of years has
been sonewhat of a noving target. Wien he first arrived, there
was a whole slew of new board nenbers, save for Dave Cruz, who
was fromthe initial board, and they worked closely to maintain
the continuity both of the project and the personnel, ensuring
that they abide by SB 138 and nove the project forward.

MR. SHORT speculated that no one in 2015 expected the extended
period of low comodity prices. Over that period of time, the
project partners - ExxonMbil, ConocoPhillips, and BP - nmade
deci sions based on their own financial and strategic direction
to not nove forward with a FEED deci si on

At that point, AGDC and the state started a conversation wth
each of the three parties to be able to put together transition
agreenents and started taking a "hard |ook”™ at the third-party
tolling approach in the Wod MicKenzie study. It is a different
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approach than the equity nodel that had previously been
i npl enented. The major difference between the two is the equity
nodel generally has each equity participant finance their
portion of the project and contribute that noney to the project.
This neans they may have debt or nmay have all equity, but it's
essentially their contribution. In a third-party tolling
situation, the whole project bears the cost of the debt and the
cost of the overall structure. The one benefit with a third-
party nodel is that wth the entrance of infrastructure
investors, a reduced hurdle rate on the return on equity, as
well as any potential benefits that may occur from tax exenpt
status reduces the overall tariff and nakes the project nore
economc for the long term As they nove through 2017, probably
t he biggest question he has to answer as a board nenber is the
econonic feasibility of that nodel

4:04:13 PM
On the other side of the deal is the cost of project. It is not
feasible at a $45-65 billion build; that cost nust cone down

substantially. The team has been working very diligently to try
to do that.

The other piece of this is the FERC filing. For background he
said, in 2011 he was appointed to the Alaska Energy Authority
Board (AEA) and becane chairman. At that point, Governor Parnel
and the legislature supported the FERC filing and the
construction of the Susitna Watana hydroelectric project. Over
the course of three years, $170 mllion was spent in that
process. A new governor cane and the project was defunded and
they stopped just short of a FERC filing. If a l|license would
have been issued, it would have been a nmarketabl e asset that the
state could have recouped sonme expenses on. It was shortsighted
to not conplete the process and get the value out of that FERC
license. He hopes that AGXC is successful in finding buyers
working with the project partners in building this, but at the
very least the FERC license is a piece of paper and a docunent
that is a very inportant asset for the project.

4. 06: 07 PM

SENATOR COGHI LL asked with the major oil conpani es stepping back
and the state taking the lead, if he thought the state has the
capacity to look at it like a big buyer would for an LNG
facility and get good nunbers for the cost of noney for both
sides, or: "Are we going to fool ourselves with hardware costs,
basi cal | y?"
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MR. SHORT answered those nunmbers could be squeezed into
sonmething unrealistic, and that would affect the financing plan.
AGDC s strategy is twofold: one is in order to get the best cost
estimate and to nove this project towards a feasible build size,
bringing on board an Engi neering, Procurenent, and Construction
(EPC) contractor who has experience in the construction of these
types of projects and sitting alongside is an inportant role.
They are currently working on identifying an EPC contractor to
play that role to ensure they are |ooking at realistic nunbers,
focused on reducing costs but w thout being fool hardy.

He believes there is a strategy for ASAP, but the issue there is
the |l ess gas you put through the nore expensive it is per unit,
and it's highly likely that at 42-inch pipe is the nost
feasi bl e. The question then becones is there a way to scale into
a 42-inch build that reduces your costs but as you get nore gas
increases the flow. Creative solutions are being considered such
as starting the LNG facility with one train, very little
conpression, and being able to sonehow get the Gas Treatnent
Plant (GIP) to a nore efficient and | ess cunbersone build. A |ot
nore work needs to be done on that to conme up with the correct
answer .

4:09: 38 PM

SENATOR COGHI LL said it's inportant to watch that, but it also
| ooks |ike one of the cornerstones is the ability to get federal
tax relief for the project. It's a conmercial project perforned
by a governnment and he wanted to know how they would explain to
the public that this is for state use but we're really selling
it commercially (which would void that tax exenption). And is
the tax exenption sonething that is even realistic?

MR. SHORT replied that there are two key levers in the financing
strategy. The first lever gets nore bang for your buck and is
the third-party tolling infrastructure financing. That allows
you to bring down the overall hurdle rate for an investor. That
is where you will get nobst of your drive versus an equity node
where one partner may have a 13 percent hurdle rate, another
partner may have a 15 percent hurdle rate, and another partner
m ght have a 12 percent hurdle rate, but at the end of the day
those have to be blended together to get to a feasible project
where everyone hits the green |ight.

He explained further that one gets the nost bang by being able
to finance this project from those various hurdle rates down to
a hurdle rate where investors want to invest and get an
infrastructure rate of return.
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The second driver, which is less of a reduction in tariff is the
tax exenpt status on federal incone. That requires an IRS
(I'nternal Revenue Service) private letter ruling, which requires
a finance plan to be fully baked and fully put together, and
that has not occurred yet. So, it's very inportant to get the
project infrastructure financing. It's secondarily inportant for
them to achieve a tax-exenpt status if feasible, but if it is
not possible to qualify, we need to take that into account on
the finance package side. They don't have a clear answer on that
ri ght now, but hopefully they will soon.

4:12:41 PM

CHAIR G ESSEL said she heard that they will be applying for a
FERC license in June and the AGDC president said by the end of
this year the economcs and viability of this project wll be
known, and yet M. Short hadn't applied for the IRS private
letter ruling yet, because the financial plan is not in place

She asked what the chances are of achieving that end-of-year
deadline for project viability.

MR. SHORT replied that the subm ssion date for the FERC perm:t
is actually April. It has been noved up, and there is sone
opti mi sm about the focus on infrastructure and energy of the new
admnistration in D.C. The private letter ruling for the tax-
exenpt status is inmportant for the project financing. If it
doesn't happen, it increases the tariff and that has to be dealt
with sonehow. If they had to choose between the two, they could
probably live wi thout the tax-exenpt status.

4:15: 20 PM

CHAIR G ESSEL said her district wants to know how nuch the
citizens of Alaska will have to pay to see this pipeline cone to
fruition.

MR. SHORT said that answer is being put together now. There are
two options to consider:

1. Establish an anobunt of equity necessary to be able to finance
the project out of the state's accounts. Were that is has not
been determned, and it is premature to answer that.

2. The state of Alaska could bond for an equity portion of the

pi peline construction, but that scenario is not ready to roll
out to the legislature.
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MR. SHORT said the board had spent eight nonths negotiating
transition agreenents from point A to point B and it's been a
frustrating process, because a |lot of the work has been done in
executive session. They are now at point B and the team is
working long hours to conme up wth good answers to these
gquesti ons.

4:17:21 PM

SENATOR MEYER asked if it wouldn't mke sense to have a
| egi slator on the board, even as an ex-officio nenber, to help
sell the project to the |egislature.

MR SHORT noted that he had appreciated Senator G esse
attending all or nost their neetings; it has been very helpfu
from a comunication standpoint. But he, as a board nenber and
appoi ntee of the governor, has a specific job to do and didn't
have an opinion as to whether it is good or bad idea to do that.

CHAIR G ESSEL, finding no further questions, opened public
comment on the three AGDC appoi nt ees.

4:20: 24 PM

PAUL KENDALL, representing hinself, Anchorage, Al aska, said he
called to ask one of the appointees where he could find the main
line data that includes material and |abor. He wanted to | ook at
t hose nunbers, because he just didn't see this gas pipeline
going forward. The first thing that comes to his mnd is wll
that pipeline carry hydrogen, and if it won't, the whol e project
wi Il have to be reconsi dered.

CHAIR GESSEL, finding no further coments, closed public
testimony and said in accordance wth AS 39.05.080, the
Resources Commttee reviewed the following and recomends the
appoi ntnents be forwarded to a joint session for consideration

Board of Ganme - Stosh  Hof f man, Bet hel ; Al aska Gasline
Devel opnent Corporation - David Wght, Anchorage; Hugh Short,
G rdwood; and Warren Christian, North Pole. This does not
reflect an intent by any of the nenbers to vote for or against
the confirmation of the individuals during any further sessions.

4:25:04 PM
At ease

SB 92- VESSELS: REG STRATI ON/ Tl TLES; DERELI CTS

4:25:29 PM
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CHAIR G ESSEL announced consideration of SB 92 offered by
Senator Mcciche. She said Alaska's coastal highways have
turnouts that have becone ship graveyards, and hundreds of
derelict vessels pose public safety, environnental, and econonic
burdens. Finding the right bal ance between the public interest,
rights of property owners, and the bal ance sheets of communities
in the state are addressed by this | egislation.

SENATOR M CClI CHE, Al aska State Legislature, Juneau, Alaska, said
SB 92 is really that sinple. He said his staff would provide an
overview and Ms. Lord would provide a presentation that would
reveal the reason for this |egislation.

4:26: 32 PM

RACHEL LORD, Coor di nat or, Statewide Alaska Clean Harbors
Program Honer, Al aska, provided supportive background for SB
92. She said that this program is now run through the Marine
Exchange in Juneau and through it, she worked for years wth
har bormasters around the state and with the Al aska Association
of Harbormasters and Port Adm nistrators.

She started off with a story about two vessels - the F/V Leading
Lady and the F/V Kupreanof - that had been kicked out of Kodiak
and denied entrance to several other ports. This led to both
vessel s sinking in Kachemak Bay on state tideland waters where
t hey were anchored, which left a sheen of oil in close proximty
to commercial oyster farnms.

On January 18, the Coast Guard raised the vessels and renoved
pollutants with their authority ending at that point. Wuen it
becanme clear that the owner and responsible party was not going
to renove the vessels thensel ves, DNR inpounded the vessels and
noved them to Honer. One was denolished; the other was returned
to the owner after paynent of $11,500 to DNR even though the
price tag was at |east $40,000 for DNR and $400,000 for the
Coast Cuard; and she didn't know the cost for DEC.

This is not a singular story, Ms. Lord said. Al aska has an aging
fleet of vessels and outdated statutes. By 2025 the Al aska fl eet
will include roughly 3,100 vessels between 28 and 59 feet that
are nore than 45 years old. The Alaska fleet also includes 75
passenger vessels, tugs, and barges over 50 years old. A 2014
McDowell Group Report on trends and opportunities in the
maritime sector considered it a positive highlight for ship
buil ding opportunities, but an excerpt from the executive
summary paints a different picture of derelict vessels.
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M5. LORD said the F/V Leading Lady and F/V Kupreanof are classic
exanpl es of boats across Alaska. The current reality is one in
which it is all too easy to pass on an expensive and agi ng boat.
And the cost of mintaining a boat only increases over tine.
Wth the help fromthe Derelict Vessel Task Force, DNR has begun
a derelict vessel data base of 200 vessels, but it isn't
conpl et e. Case studi es have shown t hat agenci es and
muni ci palities are hamstrung to effectively prevent and mnanage
derelict vessel, and the public ultimately pays the price in
noney, environnmental danmage, navigational hazards and |oss of
aesthetics. Alaska's waters are too often a default dunping
gr ound.

An incident in 2012 catalyzed the formation of an ad hoc
Abandoned Ad Derelict Vessel Task Force for the state that
identified major barriers and solutions to inproving derelict
vessel prevention and managenent in Alaska and these are all
captured within SB 92. Participation in the Derelict Vessel Task
Force was open to anyone interested she said and presented a
list of agencies at the table. The nmunicipal law firm of Birch

Horton, Bitner, and Cherot provided pro bono |egal assistance
for this effort. They represent Kodiak, Cordova, Honer, and
ot her conmunities and have spent significant time on derelict
vessel cases and ordinances to protect their comrunities. Their
hel p, along with the work of all the other people at the table,
and substantial research from other states was instrunental to
navi gating potential solutions for the nyriad of problens raised
by derelict vessels around Al aska.

M5. LORD said it was an honor to work with these people and
facilitate their work. The task force nmet for nine full-day
nmeetings over the course of tw years and identified mjor
probl ens that were addressed by SB 92.

4:32:48 PM

A major barrier to effectively dealing with derelict vessels is
a lack of clarity in current law. The course of action is
different if one declares a vessel derelict versus abandoned and
the inpoundnent hearing processes are not clear nor are the
notice requirenents. The definition of the vessel owner also
| eaves anmbiguity. SB 92 addresses these issues and provi des much
nmore clarity in AS 30.30, the derelict vessel statutes.

Current statutes restrict enforcenment of derelict vessel |aws.
One of DNR s biggest tools is to wite trespass notices and
those are clearly not enough enforcenent. The current penalty of
$500 is both not enough and not enforceabl e.
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M5. LORD said she has noticed news articles on derelict vesse
cases and that the comments are resoundingly in support of
response efforts and often ask why state laws aren't nore
stringent and they clanor for owner liability.

In 2015 representatives from DNR and DEC participated in a
nati onw de derelict vessel workshop held by National Cceanic and
At nospheric Administration (NOAA). They noted that everyone
around the country agreed: there is never going to be enough
noney to renove all derelict vessels. The investnent in a point
person or program alone is proving to be instrunental in making
progress on preventing and better managing derelicts. As a
facilitator, every few nonths she gets a phone call from a
community or village somewhere in Al aska asking for advice and
assistance on a derelict vessel case. Al aska agency enployees
are doing this work in different offices around the state wth
varying levels of famliarity with derelict vessel |aws and
background. SB 92 proposes establishing a derelict vessel
program at DNR allowing for the streamlining of derelict vesse

work around the state to inprove efficacy and reduce overall
costs. She believes this will be a big step forward for Al aska
to curb the dunping of vessels in our waters.

Vessel disposal nust be addressed at sone point, M. Lord said,
and while this isn't necessarily the job of the state it would
be beneficial to start |ooking for vessel disposal options and
solutions including conversations with the private sector and
muni ci palities. In other states, people are seeing that it is
far cheaper to renove a vessel from the water before it sinks.
This could be different in Alaska; however, any sunken and
abandoned vessel in Al aska is going to be enornously costly.

M5. LORD explained that wunder the proposed derelict vessel
prevention program the state wll have sonme opportunity to
begi n asking these questions and considering a suite of possible
solutions. Wthout insurance, when a vessel is abandoned or |eft
to sink on state waters, it can be inpossible to find a
responsible party. A few harbors around the state are begi nning
to require insurance of some kind and many others are
considering it.

Under SB 92, a vessel over 30 feet that is engaged in conmerci al
activity and on the water for nore than 90 days would be

required to carry a marine insurance policy. If sonmeone is
considering a long-term comercial venture on the water and
insurance policy wll protect the public in the event the
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comerci al endeavor does not work out as planned. This happens
often unfortunately.

Finally, one of the hurdles to holding vessel owners responsible
is establishing ownership. Wth the Challenger, a 70-year old
96-foot |ong tugboat that sank in Gastineau Channel in 2015 the

bill of sale was witten up, but the current and former owners
di sagreed on who actually owned the vessel. Wile that will be
up to the Coast CGuard to deal with, they carried a nearly $2
mllion bill for dealing with that case. Qur agencies and

harbors face this run-around on a regular basis. SB 92 proposes
establishing nore wuniversal registration requirenents and a
titling system for vessels simlar to notor vehicles. Done in
other states, these are sone commobn-sense solutions to help
i mprove accountability.

4. 37: 05 PM

M5. LORD said just |looking at the Chall enger case that happened
in Juneau, an excerpt from an Enpire indicated that "gosh we
really need to do sonething.” It went through some ideas Iike
requiring vessel registration and insurance. At the very |east
DNR coul d be granted the sinple authority to levy fines on those
who pollute Alaska's waters. SB 92 proposes addressing these
matters.

She said in 2013 a Washington State official said, "W need to
find a way to keep these vessels from being abandoned in our
wat erways, and that neans hol ding owners accountable. Too many
people get in over their heads, and their dreans of ship
renovation or making noney from scrap becone a nightmare of the
citizens of this state and the marine environnent."

The quote concludes saying. "A hole in the water into which you
pour your noney is a fanous definition of a boat. To the naxi mum
extent possible, we nust ensure the taxpayers are not the ones
doi ng the pouring.”

4:38:18 PM

M5. LORD said the 16th Legislature knew this was a problem and
passed HCR 53 in 1990 saying that many abandoned vessels are
grounded on the coast of Alaska and they are a problem that the
state doesn't have the financial or statutory resources to dea
with, and that communities around the state are also suffering
from w despread abandoned vessels. The resolution concludes by
requesting that the problens posed by abandoned vessels be
studied wth recomendations brought forth to the 17th
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Legislature for legislation necessary to remedy existing
probl ens and prevent future ones.

Today she finds herself with the 30th Legislature and SB 92 is
necessary to nove forward on better nmanaging and preventing
derelict vessels around Al aska and she |ooks forward to their
conversation and forward novenent on this bill.

4:39: 50 PM

RACHEL  HANKE, staf f to Senator M cci che, Al aska State
Legi sl ature, Juneau, Al aska, provided a sectional analysis of SB
92.

Section 1 requires that a boat placed on state waters nust be
titled as well as registered and nunbered as required in this
chapter.

Section 2 renoves Coast CQuard certificate exception and adds
| anguage that requires certificate of nunmber on a barge that
operated on water for nore than 60 consecutive days.

SENATOR STEDVAN asked how a docunented and an undocunented
vessel are going to be treated differently, referring to
| anguage on page 1, line 8.

MS. HANKE said some vessels are docunented with the Coast Guard
and it is the intention that those be documented with the state
as wel | .

M5. LORD added that was true and that 26 other states require
all docunented vessels to be registered with the state DW, as

wel | . Washington is one of those states. Gven the size of the
probl em they suggest expanding the registration requirenment to
i nclude docunented boats, because that wll help the state

better identify ownership when a boat is abandoned on state
| ands or nuni ci pal harbors.

SENATOR STEDVAN said that docunentation database is already
avai lable and suggested getting nore information before
i ncreasi ng regul atory burdens unnecessarily.

4:43:18 PM

M5. HANKE said section 3 states that a boat is exenpt fromthis
title if it operates in the state for |less than 90 consecutive
days and has a valid certificate of nunber; barges that operate
for less than 60 days with a valid certificate of nunber are
al so exenpt.
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Section 4 adds a new section which directs the Departnent of
Adm nistration (DOA) to adopt regulations and create a system
for certification of titles. An individual who purchases an
undocunented boat is required to apply for a certificate of
title within 30 days.

Section 5 adds cross-references.

Section 6 increases notorized boat registration for a three-year
period from $24 to $30, adds a barge registration fee of $75 for
a three-year period, and adds a boat title fee of $20.

Sections 7 & 8 add definitions.
SENATOR STEDMAN remarked that this bill has sone issues.

CHAI R G ESSEL agreed and added that they would be addressing it
for quite a while.

SENATOR STEDVAN said | anguage on page 4, line 6, talks about a
barge and asked if that is a freight barge and if it would
i nclude a fuel barge.

M5. LORD said the intention is to include all barges.

M5. HANKE said sections 9 & 10 clarify and sinplify existing
statute.

4:45: 15 PM
Section 11 provides that a person found guilty of abandoning a
vessel is qguilty of a class B m sdeneanor that is punishable by
one or nmore of the following: a fine of no less than $5,000 and
no nore than $10,000, up to 90 days in jail, or forfeiture of
t he vessel

SENATOR STEDVAN asked her to elaborate on who would be exposed
to the classification of m sdeneanor and the fine.

M5. LORD replied it would expose the person who violates the
statute.

4:47: 30 PM

LINDA BRUCE, Legislative Legal, Alaska State Legislature,
clarified that a person could be found guilty of violating this
section if they store or |eave a derelict vessel on the waters
of the state (section 9) without the consent of the state agency
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or municipality or dock at any private property w thout consent
of the owner.

SENATOR STEDVAN said all subnmerged |ands are owned by the state
and are its navigable waters. He said the curious issue is that
sone people own derelict vessels and let them sink in the harbor
or take them out and let them sink on the beach, and they don't
have $5,000. One of the biggest challenges is that a boat ends
up going to the | owest econom ¢ common denomnator in its fina
days.

SENATOR M CCICHE said remnded the conmttee that this section
is amended, but it was always a m sdeneanor that was puni shable
by a fine of not less than $500 or nore than six nonths, or by
both. It was changed to a higher fine, but a lower tine. They
don't want to be the heavy hand of law, but the spirit of the
bill is to nmake soneone accountable other than the nunicipality
or state for a vessel sinking in one of our harbors.

IVS. HANKE said section 12 allows the departnent or a
muni cipality to report violations to the Attorney General for
enf orcenment .

Section 13 adds new a section which allows an aggrieved person
to file a civil injunction. CGvil penalties of not nore than
$1,000 can be inposed for each violation. Each day a violation
occurs constitutes a separate violation.

Secti on 14 al | ons t he depart ment to provide witten
aut horization for a vessel to be left wthin 30 days and
clarifies | anguage.

Section 15 states that at |east 30 days before inpounding a
vessel, the inpounding authority shall post a notice on the
vessel, and on the state’s or nmunicipality’s website. It adds
| anguage to allow use of an address on file with the Coast CGuard
or Departnent of Administration and noves notice specifications
to section (b).

Section 16 adds new subsections that establish notice
specifications and defines the procedure for pre-inpoundnent
hearings. The owner can file within 15 days after the post-
mar ked date of the noti ce.

Section 17 adds a new section to establish notice of a
di sposition procedure.
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Section 18 provides clear guidelines for dealing with a vessel
after being inpounded by the state or a municipality.

Section 19 renobves the requirenent that an interested party
taki ng possession of a vessel pay expenses incurred and post
security.

4:48: 00 PM
SENATOR STEDVAN said the 30-day notification in Section 18 seens
short for finding someone, and asked why it is so short.

SENATOR M CCICHE answered that this bill was processed by a
| arge stakeholder group that deals with these issues all the
time, and if those tinelines are not appropriate it's in the
menbers' hands, but he hoped they would allow a stakehol der
expl anat i on.

BRYAN HAVKI NS, Har bormaster, Al aska Association of Harbormasters
& Port Administrators, Cty of Honer, Alaska, said the tineline
for inmpoundnent was thoroughly researched by the attorneys that
provided the pro bono help for this task force. It's a 30-day
notice of intent of inpoundnment and then another 30 days takes
pl ace before the second notice of inpoundnment is delivered.

4:53: 35 PM

M5. HANKE said section 20 establishes the procedure for the
i mredi at e i npoundnent of derelict vessels that pose an i mm nent
threat to safety.

Section 21 adds new a section that states the individual who
owns an inpounded vessel is responsible for all costs incurred
in the process.

4:53:59 PM

Section 22 adds a section that wll require insurance for
commercial vessels over 30 feet in length and are operating on
state waters or docked at state or nunicipal harbors for nore
t han 90 days.

SENATOR STEDMAN said in trying to deal wth the expense of
derelict vessels in the harbor, harbormasters have indicated
that insurance conpanies require a survey every few years to get
coverage. If the boat can't pass the survey, the insurance
conpany won't insure it. Al that's required is a requirenent
that the vessel in the harbor has to show proof of insurance.
The issue then becones where they go when they go out of the
har bor .

SENATE RES COW TTEE -21- March 27, 2017



The requirement for the insurance policy to show cost of renpva
needs to be |ooked at, he said, because that could possibly
start incurring additional insurance costs to the boat owners.
For instance, the Juneau Harbor Departnment requires himto have
insurance, and if he doesn't it would put him into another fee
structure. If the boat isn't insurable that would tip them off
to a problem

SENATOR M CCI CHE said one can look at the bill as a snapshot in
time today or one can look at it as a conprehensive plan for
vessels that are 100 percent shiny off-the-line with the thought
of when they beconme derelict vessels, which is where the
exposure lies for municipalities and the state. That is when
they want themdealt wth.

4:58: 39 PM
M5. HANKE said section 23 sinplifies the guidelines for
identifying a derelict vessel.

Section 24 directs the departnent to establish and adm nister a
derelict vessel prevention program It establishes the duties
and powers of the department and establishes a program fund.
Section 25 adds “floating facility” to the definition of vessel.
Section 26 adds definitions.

Section 27 nanmes this chapter the "Derelict Vessels Act."
Sections 28 & 29 add sections to Title 37, which allow for
registration and titling receipts, civil penalties, noney
received from sales, donations, and other receipts to be
deposited into the Derelict Vessels Program Fund.

Section 30 renoves repeal ed sections, which will allow the fund
to remain without federal funding.

Section 31 repeals sections.

Section 32 directs the Departnent of Natural Resources and the
Department of Adm nistration to adopt necessary regul ations, and
these reqgul ations take affect under the Administrative Procedure
Act .

4:59:52 PM
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Section 33 requests the revisor of statutes to change two
headi ngs.

Sections 34-37 establishes effective dates.

SENATOR STEDMAN asked if "floating facilities" on page 14, line
15, include float houses.

5:00: 23 PM
M5. BRUCE answered that "floating facility" is broad enough to
enconpass fl oat houses.

5:00: 59 PM

M5. LORD commented that the term "floating facility" is used in
DNR s managenent area plans. Those plans include float houses,
float canps, floating structures within that floating facility.
It is inportant that float houses are explicitly covered under
this bill and if the definition of floating facility does not
fully cover that, then an expanded definition should be found.

SENATOR STEDMAN asked how section 22 requiring insurance
interplays with fl oat houses.

5:02: 28 PM

JOE MCCULLOUGH, O fice of Boating Safety, Departnment of Natura

Resources (DNR), Anchorage, Al aska, answered the didn't know how
they intersect, but the definition of "vessel" is anything used
for transportation on the water. He didn't know that a float
house woul d necessarily neet that unless it was noving around on
the water. If it's anchored up and people are just living in it,

and it's not used for transportation, it's not going to be a
boat or a vessel.

SENATOR STEDVAN said line 15 on page 14 changes the definition
of "vessel."

CHAIR G ESSEL said she was certain that the bill sponsor and
Senator Stednman would be in touch with him

SENATOR M CClI CHE said the nunbering and registration provisions
have an exenption for a boat that 1is not equipped wth
mechani cal propulsion and then it would have to be 30 feet or

longer to be in the insurance section. It would have to be
engaged in commercial activity. So, he thinks there are a couple
of ways that float houses are left out of the bill, but that

could be clarified.
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5:05: 21 PM

SENATOR HUGHES said she lives in a district where one m ght
think derelict vessels are not an issue: Chugiak and Pal ner.
However, a ship built in 1912 in Seattle was brought up to
Ket chi kan and used as a fish tender there and in Port G aham
After the earthquake, it was used to rescue 43 individuals on
Kodi ak Island when there was concern about a tsunam . Then
sonetine in the 80s, Till Wllace from Chugiak saw it in Honer
Even though it was quite old at the tinme, he brought it into
Chugi ak where it now resides along the old denn H ghway between
the Birch Wod exists. It's becone sonmewhat of an icon and a
pl ace where fol ks take photographs. She asked if they should be
concerned about if a comunity really wants a derelict vessel or
wi |l soneone be fined $5, 000.

SENATOR M CCICHE said it sounds like that vessel is on private
property and this bill does not deal wth vessels on private

property.

SENATOR HUGHES responded that it was recently noved to property
owned by the volunteer fire and rescue departnent, and therefore
may be on public land. If it is, would it then apply?

SENATOR M CClI CHE said he would do further research, although he
was confortable wth "no." The intent is to protect our
wat erways from state and nunicipal expense in renoving derelict
vessel s.

SENATOR HUGHES said she would like to reassure her conmunity.

CHAIR G ESSEL found no further questions for the bill's sponsor
and held SB 92 in comm ttee.

5:08: 27 PM

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