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Juneau, Al aska 99801
POSI TI ON STATEMENT:  Sponsor of SB 308.

DANA OLSON

HC- 30 Box 5438

Wasi |l la, Alaska 99654

POSI TI ON  STATEMENT: Testified on SB 308, expressing concerns
and requesting changes; voiced concerns about SB 319.

JOHN T. SHI VELY, Lobbyi st

for Foothills Pipe Lines Ltd.

1336 West 12t h Avenue

Anchor age, Al aska 99501

POSI TI ON  STATEMENT: Testified in support of [SB 308],
particularly the phasing section.

SENATOR JOHN TORGERSON

Al aska State Legislature

Capi tol Buil ding, Room 427

Juneau, Al aska 99801

POSI TI ON STATEMENT:  Sponsor of SB 319.

MARK MYERS, Director

Division of Gl & Gas

Department of Natural Resources

500 West 7th Avenue, Suite 800

Anchor age, Al aska 99501-3560

POSI TI ON STATEMENT: Answered question relating to the acreage
change in SB 319.

CHARLOTTE MacCAY, Senior Adm nistrator

of Environnental and Regulatory Affairs

Teck Cominco Al aska Inc.

3105 Lakeshore Drive, Building A Suite 101

Anchor age, Al aska 99517

POSI TI ON STATEMENT: Testified on SB 319, stating support for
nost provisions in the bill; offered support for the fee
increase if the nonies are directed to the shall ow gas program
testified in support of a five-year lease term with renewal
options, which isn't part of the bill

KEVIN A. TABLER, Manager of Land and Governnent Affairs
Union Q1 Conpany of California (Unocal)

P. O. Box 196247

Anchor age, Al aska 99519

POSI TI ON STATEMENT: Testified in support of SB 3109.
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JOHN TANI GAWA, Speci al Proj ects Manager

Ever green Resources Al aska Corporation

P. O. Box 871845

Pal mer, Al aska 99645

POSI TI ON  STATEMENT: Testified in support of SB 319, but
mentioned having an acreage limtation of 138,240 acres.

ACTI ON NARRATI VE

TAPE 02-22, SIDE A
Number 0001

VICE CHAIR FATE called the House Special Committee on G| and
Gas neeting to order at 9:04 a.m Representati ves Fate, Dyson
Kohring, and CGuess were present at the <call to order.
Representative Joule arrived shortly thereafter

SB 308- COASTAL ZONE MGMIT PROGRAM COUNCI L

[ Cont ai ns di scussi on of HB 439]
Nunber 0065

VI CE CHAIR FATE announced the first order of business, CS FOR
SENATE BILL NO. 308(FIN), "An Act relating to the Al aska coasta
managenent program and the responsibilities of the Al aska
Coastal Policy Council; and providing for an effective date."

Nunmber 0089

SENATOR GENE THERRI AULT, Alaska State Legislature, sponsor,
explained that in its current form SB 308 enconpasses two main
ideas. First, coastal resource areas no |longer nay [incorporate
by reference] the state statutes and regulations. A problemin
the past has been that coastal resource areas or districts have
interpreted statutes and regulations differently from the way
state agencies do in arriving at consistency determ nations.
Therefore, the D vision of Governnmental Coordination (DGC) has
indicated to coastal resource districts that they are to adopt
their own prograns, rather than just adopt by reference the
statutes and regulations; this occurred sone tine ago. \Wat the
bill does [in Section 1] is enshrine DGC s directive in statute.

SENATOR THERRI AULT explained that Section 2 deals wi th phasing
of a gas pipeline project in Alaska. The | anguage is route-
specific and project-neutral. "We have sone definite ideas of
where we would like the line to be built,” he told nenbers, "but
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we don't nuch care who builds it." Therefore, he said, the
| anguage is structured to allow anyone to take advantage of the
routes that are suggested.

Number 0240
SENATOR THERRI AULT noted that this commttee had dealt with the

petition process in [HB 439], sponsored by [the House Specia
Commttee on Ol and Gas, which is chaired by] Representative

Ogan. Because that bill is in the Senate currently, and because
it came to the Senate first, the petition process has been
removed from this version of SB 308. However, the title is

relatively broad. He explained that SB 308 had been sent to the
House with a broad title on purpose, so that if there were any
problens dealing with the petition process through [HB 439],
then [SB 308] would be available as a vehicle to nake sure that
petition-process change is taken care of.

SENATOR THERRI AULT reported that Representative Ogan's staff had
been dealing with "the Senate commttees" to conme up wth

| anguage that fixes the problem Unfortunately, it wll trigger
a title change, which would require a two-thirds vote on a
title-change resolution when it cones back to the House. The

desire is to keep SB 308 as a possible vehicle, in case that
title change isn't possible.

Number 0365

SENATOR THERRI AULT returned attention to phasing [Section 2].
He expl ai ned:

In order to get a consistency determ nation, before
you can actually get your permts, you' re supposed to
submt your entire project, because a gas pipeline
project is so large that it's virtually inpossible to
anticipate every permt, every stream crossing that
you're going to need for the project. So what this
| anguage does is it allows that that consistency
determ nation would be able to be phased in over a
| ength of tine.

[ There was a partial notion to nove the bill, but Legislative
Information O fice (LIO personnel interjected because there
were testifiers.]

Number 0480
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DANA OLSON testified via teleconference on her own behalf,
noting that she lives in an affected coastal district. She told
menbers she is very concerned about the coastal nanagenent
pr ogram She asked that a legal and factual basis be provided
for the bill, adding that Thomas Dewey once said that a problem
well defined is half solved. She expressed concern that SB 308
"has been primarily a reactionary type of situation."

M5. OLSON requested changes. She asked that the conmttee add a
fiscal note to SB 308 in order to inplenent AS 46.03.040, a

state requirenent for an environnental plan. She added, "If
i npl enentation of this plan is not desired by the |egislature,
then I ask that you put a provision on this bill and repeal it.
Having this provision sit here on this bill is meaningless.”

She further requested conpliance with "the anmendnents to the
coastal managenent Act, which are stated 'not conplied with.''
She said anendnents to the coastal managenent Act require that
consideration of the entire coastal zone - and not just a
coastal district - be |ooked at. She noted that one of the
particul ar problens she is addressing is "the legal and factua
basis for construction permts.”

Nunmber 0645

JOHN T. SHIVELY, Lobbyist for Foothills Pipe Lines Ltd.,
testified via teleconference in support of [SB 308],
particularly the phasing section. He explained:

This is [an] issue we've worked with, wth Senator
Therriault and wth the admnistration. As the
Senator said, generally, in order to get a consistency
determ nation, which is required for a project in the
coastal zone, you have to have all your permits ready

to go. This project is way too big and conplicated
for that, and ... the language in the bill in front of
you allows the admnistration to phase and actually
make what would be, | believe, several consistency
determ nations, if they were necessary. So we think
it's a good piece of legislation, and we support its
adopti on.
Number 0720

VI CE CHAI R FATE asked whether there were questions or if anyone
else wshed to testify, there was no response. He announced
that public testinony was cl osed.
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Nunber 0773

REPRESENTATI VE KOHRI NG requested that Senator Therriault address
the concerns expressed by Ms. d son.

SENATOR THERRI AULT replied by saying he has been involved in
| egi slation dealing with the coastal zone [progran] for a nunber
of years, and has proposed bills in the past that either
elimnated the program or nade sweepi ng changes. He then said:

This bill doesn't do it. It's very specific,
noncontroversial things as far as dealing with the
adm nistration - people that run the program Wth
[regard] to the first section that talks about the
nonadopti on t hr ough reference, that's currently
basically in place through the directive of Division
of Governnental Coordination; we're just enshrining
that in statutes.

SENATOR THERRI AULT addr essed phasi ng:

As the fornmer comm ssioner [M. Shively] indicated,
the gas pipeline project is such a level of conplexity
that having all your permts ready to go - so that a
conpl ete consistency determination can be granted at
once - is wvirtually inpossible. And the people
runni ng t he program ... on behal f of t he
adm nistration agree with that.

SENATOR THERRI AULT concluded by saying he wasn't sure what the
other concerns were about the way the program operates, but
didn't believe they specifically concerned the two sections
bei ng asked for in this |egislation.

Nunmber 0885
REPRESENTATI VE KOHRING, with the concurrence of Vice Chair Fate,

asked Me. d son whet her Senat or Therriault's answer had
addressed her concerns adequately.

M5. OLSON said no. She said the bill is rather broad, and she
enphasi zed the need to look at the whole problem instead of
"pi eceneal i ng" it. Ms. O son added, "It's causing people to

react to every little, particular problem where it really needs
to be |l ooked at in a | arger scope.”
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REPRESENTATI VE KOHRI NG requested that Ms. dson call his office
or e-mail or fax her concerns to himfor a further | ook.

Nunber 0955

SENATOR THERRI AULT renmarked that the statutory reference used by
Ms. Oson deals wth the Depar t ment of Envi r onnent al
Conservation, not DGC. He suggested someone mght want to
introduce a bill to address that, but said it wasn't his

intention with SB 308.
Number 0990

VI CE CHAI R FATE asked whether there were further questions; none
wer e of fered. He thanked participants and again announced that
public testinmony was cl osed.

Nunber 1013

REPRESENTATIVE DYSON noved to report CSSB 308(FIN from
commttee wth individual recomendations and the attached
[zero] fiscal note. There being no objection, CSSB 308(FI N was
noved out of the House Special Commttee on Ol and Gas.

Number 1041

VICE CHAIR FATE called an at-ease at 9:20 a.m He called the
nmeeting back to order at 9:23 a.m

SB 319- SHALLOW NATURAL GAS: LEASI NG & DI SCHARGES

Number 1059

VICE CHAIR FATE announced the final order of business, CS FOR
SENATE BILL NO 319(FIN), "An Act relating to shallow natural
gas; and providing for an effective date."

Number 1101

SENATOR JOHN TORGERSON, Al aska State Legislature, sponsor of SB
319, explained that the shallow gas |easing program originally
was proposed to enable exploration and production of shall ow gas
deposits in rural areas, in order to supply energy to villages,
m nes, and other rural users. However, now that the programis
fully operational - wth nore than 100 |eases processed and
nearly 200 pending - it is apparent the program has becone a
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vehicle for commercial gas devel opnent in Fairbanks, Big Delta,
t he Mat anuska- Susitna area, and the | ower Kenai Peni nsul a.

SENATOR TORGERSON reported that the bill changes the program in

five distinct ways. First, it increases revenues to the State
of Al aska. [Section 2] raises application [fees] for shallow
gas |l eases from $500 to $5,000, which nore closely reflects the
state's processing costs. [ Section 4] increases annual fees
from 50 cents an acre to $1 an acre. Second, the bill lowers

adm nistrative costs [in Section 4] by elimnating a requirenent
that the Departnment of Natural Resources (DNR) notify | essees by
certified mail when rental fees are due. It also renoves the
deadlines for issuing leases; the deadlines have proven
unwor kable and don't recognize the work required by DNR in
processing leases in populated areas that [may have] conplex
| and- owner shi p patterns.

SENATOR TORGERSON expl ained that third, the bill provides better
reservoi r managenent and increased value to |essees. The depth
limtation of 3,000 feet has been replaced with a requirenent
that sonme portion of the field nust be within 3,000 feet of the
surface. The total acreage that nay be held by a |essee has
been increased [in Section 2] from 46,080 acres to an aggregate
of 100,000 acres; he said DNR believes the acreage increase
reflects the greater anobunt that may be necessary to have a
vi abl e shal | ow gas | easi ng program

Number 1230

SENATOR TORGERSON noted that fourth, the bill renoves the
requi renent that the applicant conduct a title search. He said
DNR routinely conducts a title search for land before | eases are
i ssued; furthernore, no title conpany wll conduct a thorough
title search of the subsurface estate and warranty title. I n
addition, there is inproved protection for surface estate owners
t hrough bondi ng. However, the |essee nust secure a bond as a
precondition of obtaining the |ease. | f damages occur and the
| essee and | andowner cannot reach an agreenent on the anount of
damages, either party may seek relief in the courts, he said,
and DNR woul d rel ease the bond as directed by the court. These
proposed new bonding provisions wuld help protect surface
owners by ensuring that substantial bonds are in place prior to
t he expl oration and devel opnent of the | eases.

SENATOR TORGERSON specified that the fifth change is actually a

tineline for converting the existing |leases to the new program
gi ving them t hrough Septenber 30 [2002] to do that.
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Number 1309

REPRESENTATI VE DYSON noted that this is an area about which
Chai rman Ogan has expressed a lot of interest. He asked whether
it would be possible to talk with him by tel ephone.

VICE CHAIR FATE, after consulting with the coomittee aide, said
Chairman Ogan [who was absent for nedical reasons] wasn't
avai |l abl e.

REPRESENTATI VE DYSON asked whet her del aying passage of the bil
until the next hearing, in order to receive coment from
Chai rman QOgan, woul d cause a problemw th the tineline.

Number 1361

SENATOR TORGERSON reported that Chairman Ogan is aware of the
bill, which he said they'd discussed earlier. "I don't believe
he has any problenms with it," Senator Torgerson offered; he
acknow edged, however, that he wasn't sure whether changes had
been nmade since Chairman Ogan last reviewed it. He told
Representative Dyson that the key is passage this year, and he
said it wouldn't hurt to hold it for a period of tine. He

i ndicated his understanding, however, that Chairman Ogan has
been nost interested in Evergreen [Resources], which is in favor
of the bill

Nunber 1408

VICE CHAIR FATE called an at-ease at 9:27 a.m He called the
neeting back to order at 9:28 a.m

Nunber 1417

REPRESENTATI VE  KCOHRING expressed appreciation to  Senator
Torgerson for what he is trying to do with the |egislation. He
remar ked on the nention of Evergreen Resources' support for the
| egislation and surmsed that the fee increases aren't
objectionable to that conpany or others in the industry. He
added that he couldn't help notice the tenfold increase in the
annual rental fees, as well as the increase in the per-acreage
rental fees. He requested that Senator Torgerson address that,
as well as the [portion of the sponsor statenent that says the
fees aren't to] discourage parties of genuine interest and
ability from developing [shallow natural gas] resources, given
that conpanies will be paying nore noney.
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SENATOR TORGERSON noted that before being asked to consider this
bill, he was "going down a parallel path on how to convert the
shallow gas leasing into a nore conventional |easing program”"
At $500 a |lease, he said, he'd been concerned that sone of the
300 | essees were just betting on possible success and tying up
the land for $500 because not hing was required to happen.

SENATOR TORCGERSON indicated DNR personnel had said going from
[$500] to $5,000 nore closely reflects costs, which he

understood to be perhaps $3,500 a |ease. He referred to
di scussion about "pure rural users,” for which this was
originally intended. He remarked, "I commtted to revisiting

this program so that we could have, basically, a rura
devel opment kind of a conmmunity-by-village |ease program where
it would still be available.” He added, "Oher than that, none
of the conpani es oppose the current increases, or at |east not
that 1'maware of."

Nunber 1594

VI CE CHAI R FATE noted that Mark Myers of DNR s Division of Gl &
Gas was online to answer questions. He referred to the acreage
[in Section 2], pointing out that 46,080 acres is two townshi ps,
whereas 100, 000, the new amount in the bill, is between four and
five townships. Although he had no objection to the new anount,
he suggested perhaps it could be a nultiple of a whole township.
He asked Senator Torgerson whether he'd considered that.

SENATOR TORGERSON replied no. He said the increase was worked
out between DNR and the producers, "in recognition that it takes
a lot of acreage and a |lot of wells to produce the shallow gas."
He added that the reservoirs don't necessarily follow boundaries
or straight lines; he suggested perhaps the particular increase
recogni zes that also. He suggested it would be a great question
for M. Mers.

Nunmber 1685

MARK MYERS, Director, Dwvision of GI & Gas, Departnent of
Nat ur al Resources (DNR), testified via teleconference in
response. He said:

Typically, we don't end up with totally even nunbers
when we do the work because, again, in these large
bl ocks there's typically other subsurface owners as
well, particularly in the areas where the |eases have
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been. So the nunbers end up being not directly
rel at ed.

MR. MYERS further explained that wth the 100,000 acres, "the
t hought process was that that's a very large-size, coal-bed-
nmet hane-type unit, where they would depressurize ... a large
unit." Regarding the existing [46,080 limt], he said there
have been cl ear exanples of units larger than that, which needed
to be that l|arge for "econony-of-scale production.” He
concl uded:

W were trying to get a nunber significantly |arge
enough, that was as large or larger than any of the
| ar gest coal - bed- net hane units we knew. That's not to
say an individual conpany mght not need to have two

or three units, again, for ... their total production
scenari os.

So, the 100,000 acres wasn't a nmgical nunber. It's
sinply a nunber to recognize the comercial size of
devel opnent . And we recognize that in the filing
program ... people will file for a full township, but
not get that full anmount of acreage. So the even-

versus-odd nunber didn't make nuch difference to us
because, again, that's sonmething that's sorted out in
the title search, ultimtely, at the tinme of |ease
i ssuance. But, again, we would have no problem in
rounding those nunmbers ... if the conmttees and
Senator Torgerson were confortable with that.

Nunber 1740

VICE CHAIR FATE clarified that he wasn't anticipating rounding
it, but had wondered whether there was a desire to keep the
acreage at a nmultiple of a [township]. He said the question had
been answered adequately. He thanked Senator Torgerson and M.
Myers for their testinony.

Number 1795

CHARLOTTE WMacCAY, Senior Adm nistrator of Environmental and
Regul atory Affairs, Teck Cominco Alaska Inc., testified via
tel econference, noting that Teck Comi nco Al aska operates the Red
Dog M ne north of Kotzebue. Ms. MacCay offered the follow ng
testi nony:
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|'"'m here today to talk about a potential energy source
we're looking at to replace our extensive use of

di esel fuel. Briefly, the Red Dog M ne enploys sone
400 Al askans, of which 60 percent are NANA [ Regi onal
Cor poration] sharehol ders. The m ne produces over a
mllion tons of zinc and |ead concentrates each year,
and ships it out through our port for a three-nonth
peri od. To crush the ore and nmake the concentrate
requires sone 28 megawat t s of power usi ng

approximately 18 mllion gallons of diesel each year.

In the area where we have found indications of shallow
gas, the terrain is rolling hills to rugged nountains,
much different than either the Matanuska Valley or
Prudhoe Bay. The rugged nature of the region presents
a need to have a nore flexible definition for the
depth limtation for a shallow gas |ease. The depth
| anguage suggested in this legislation will assist the
state and the |easeholder in knowing which areas are
part of the lease and in allowing us to fully utilize
a reservoir once it's been tapped.

Number 1870
M5. MacCAY conti nued:
Currently, Teck Cominco holds four state shallow gas

| eases, for a total of 23,000 acres, and NANA has the
adjoining land to the east, for nearly 100,000 acres,

whi ch also has shallow gas. To adequately cover a
target or a concept takes considerable acreage. The
current lease has an acreage limtation of 46,000
acres to any one conpany; this is not sufficient
acreage for a project. The suggested 100, 000-acre
limt offered in this legislation is supported by Teck
Com nco.

Surface ownership in this portion of Alaska is fairly
strai ghtforward, with three rmjor owners: t he
National Park Service, whose land we know is off
limts; the State of Alaska land; and the private
| ands of NANA. So the issues of addressing surface
owners separately is not an issue for Teck Com nco.

The fee change requested by the admnistration is

considerably nore than the initial legislation - in
fact, double for rentals and ten tinmes for application
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f ees. W understand the admnistration's desire to
generate nore revenue to administer the program and
Teck Com nco can support the fee increases if the
nonies are directed to the shallow gas program
QO herwi se, the increase is a significant [added] cost
to an already cost-sensitive business, particularly
for rural Al askan devel opnent.

Nunber 1941
MS. MacCAY conti nued:

Devel opnent of a shallow gas field in Northwest Al aska
has many inpedinments [that] sone areas share and sone

don't. Location is a nmjor inpedinent due to access
and the ability to bring large equipnment in and out
during the summer nonths only. The lack of roads in

the area and the desire to mintain the pristine
nature of the region is a high cost and tine

i npedi nent .

It is very difficult, if not inpossible, to test a
shallow gas lease within the three years provided in
the current |ease when work is so seasonal. Logi c

woul d say a |ease should be at least five years for a
primary term wth renewal options as provided.
Al t hough not provided in this legislation, we would
support a five-year termwth renewal options.

Devel opnent of a shallow gas field is nuch different
than a conventional field in Cook Inlet or on the

Sl ope. Instead of 2 to 5 holes to develop a gas
field, it wll take 50 to 100 holes to develop a
shallow gas field. A longer lease is needed to

accommodate this work, and the cost per hole needs to
be kept at a mninum or a field beconmes uneconomc
very quickly.

Nunber 1989

MS. MacCAY conti nued:
To date, Teck Comnco has followed the mneral
exploration effort in the Red Dog area as a tool to
hel p defray costs and delineate areas of potential gas

resource. The nethane gas we have found is |ow
pressure, and is located |ateral to and underlying our
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ore zones. Extensive work has been conpleted to date,
but the next phase is to conduct a flow test. The
flow test cannot be supported until the depth bel ow
surface of a field is better defined, as this bill
proposes to do.

Arctic operations wll al ways pr esent NUIMer ous
chal | enges not present el sewhere. Teck Com nco Al aska
addresses many of these each and every day at Red Dog.
By passing this legislation, you will have addressed a
maj or chal |l enge and i npedi nent that we otherw se could
not address.

VICE CHAIR FATE thanked Ms. MacCay and requested that she fax
her witten testinony.

Number 2054

REPRESENTATI VE JOULE asked whether any benefits would be
realized by the people who live in the area.

V5. MacCAY replied:

At this point, our exploration has been |imted to
just following our own mneral exploration. But it
appears that there's probably a greater gas field
pot enti al than what we've already defined.
Currently, we've defined enough to replace Com nco's
18 mllion gallons. But if we continue exploration
and find further gas, then it's possible that we could
transmt power to the villages of Kivalina and Noat ak.

M5. MacCAY noted that for Noatak, in particular, the barges
cannot get there to deliver fuel "at this tine," and fuel costs
for both villages are quite high. The power would have to be
transmtted, not the gas, because neither village is |large
enough to support the power generation itself.

Nunber 2112
REPRESENTATI VE JOULE asked, "And should this all cone to pass,

the other thing that you would free up is the 18-mllion-gallon
storage capacity?"

M5. MacCAY responded, "If we were able to convert from diesel
fuel to shallow gas, not only would we elimnate a lot of the
risk of shipping in the 18 [mllion gallons] of gas each sumer
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[but] it would also cut the air em ssions and nmany pollutants to
about hal f."

Nunber 2158

KEVIN A. TABLER, WManager of Land and CGovernnent Affairs, Union
Ol Conmpany of California (Unocal), testified via tel econference
in support of SB 319, noting that Unocal is currently conducting
an aggressive gas exploration programin the Cook Inlet area and
is very interested in any legislation dealing with gas and gas
exploration. He said:

The shall ow gas | easing program augnents the existing
areawi de | easing program and enhances the access to,
and devel opnent of, the state's natural gas resources.
W are very supportive of this program and other
| easing prograns providing access to the state's
m neral wealth.

| have participated in hearings on the Senate side and
have |istened today to the remarks of Senator
Torgerson and the few remarks of director [Mark] Mers
of the Division of Ol & Gas and others in support of
this bill, and wsh to lend Unocal's support in
passage of this legislation, for the varied reasons
al ready articul at ed. The anendnents identified in SB
319 provi de for better adm ni stration and
clarification of the shallow gas |easing program and
are certainly in the best interest of the State of
Al aska.

VI CE CHAI R FATE t hanked M. Tabler and requested that he fax any
witten comments.

Nunber 2232

JOHN TANI GAWA, Special Projects WMnager, Evergreen Resources
Al aska Corporation, testified via teleconference in support of
SB 319, noting that his conmpany is a wholly owned subsidiary of
Evergreen Resources, Inc. He told nenbers:

Last Decenber, | noved to Wsilla to oversee our
operations, and | am the person who is accountable and
responsi ble for our activities up here. Currently, we
have [46,080] acres of shallow gas |ease applications
near W | ow These applications are pending with the
Division of Ol & Gas.
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Today, | testify in support of Senate Bill 319. SB
319 renoves obstacles [to] our ability to explore for
and to develop shallow natural gas. Ever green
Resources Al aska's specialties extend to Al aska the
main focus of Evergreen Resources, which is coal bed
nmet hane, unconventional gas, and shallow natural gas
devel opnent .

These activities require at |east 100,000 acres, or
roughly four townships, to establish the necessary
economes of scale for initial devel opnent. Due to
the challenges of operating in an arctic environnent,
however, increasing that acreage limtation to 138,240
acres, or six townships, increases the ... economc
viability of shallow natural gas

We strongly support increasing the depth limtation to
one that relies on science and geology for the
specific play. And we are certain that we can drill

conplete, and produce natural gas [wells] below 3,000
feet in a safe, environnentally responsible manner,
using already existing technologies that we currently

enpl oy.

Finally, ... the shallow natural gas program is the
primary reason why Evergreen is in Alaska. W are
grateful that the legislature is making this program
possible and for inproving it. Changes proposed in
this bill provide us the necessary latitude to operate

in an economcally sound and environnentally safe
manner. W acknowl edge the Division of Gl & Gas for
coll aborating with us and other [stakeholders], and
this is an excellent exanple of how state agencies and
industry can work together to benefit not just
government and industry, but particularly the public.

Number 2359

REPRESENTATI VE KOHRI NG renmarked, "I want to thank you guys for
all the exploration and prospective developnent in the Mat-Su

It's certainly going to translate to sone econom c activity out
there." He then asked whether M. Tanigawa sees the [increase
in] fees as a problemfor his conpany.

MR. TANI GAWA said no. He expl ai ned:
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W believe that in this tine of fiscal challenges for
both the state and the industry, it is inportant that
this program be ... self-funding. And | believe that
the oil and gas industry has a long history of funding
its own regulations at the borough and state and
federal |evels. And we Dbelieve that this program
should be no different [and] not seek any taxpayer
support to conply with this proposed regul ation.

VI CE CHAI R FATE thanked M. Tanigawa and called on Dana d son.
Nunmber 2423
DANA OLSON testified via tel econference on her own behal f. A

property owner in a potentially affected area, Ms. dson said
she was testifying with regard to the socioeconom c inpacts of

the program upon comrunities. She expressed concern that the
definition of "rural" is too broad because there are well-
defined comunities in the Mtanuska-Susitna Borough. She said

this activity could potentially displace people and have inpacts
on conmunities.

M5. OLSON further said DNR s | and-use plans are out of date, and
Title 38 requires revision when necessary. She pointed out that
| and-use plans go through a public process [beyond] just
testifying to the |egislature. She cited AS 46.03.040, saying
it is "a requirement for environnental pl ans that DEC
[ Departnent of Environnmental Conservation] has not done, nor has
it been approved by the governor." She suggested the commttee
may want to repeal it, if it is no |onger relevant.

M5. OLSON further suggested the fees are too |low when it cones
to inpacting conmmunities. Remarking that the anount in the bil
seens rather arbitrary, M. Oson said she'd |like to see sone
"factual basis for what the effects will be on comunities
before a generalized fee is required.”

M5. OLSON turned attention to a proposed Knik Arm power plant in
Cook Inlet; she indicated one provision is utilization of both
oil and natural gas. She suggested power plants generally
should be required to use cleaner fuel sources. "It doesn't
make much sense to go in and do all this devel opnment and not
require industry to use it," she concl uded.

Nunmber 2569
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VI CE CHAIR FATE thanked Ms. O son and asked whether anyone el se

wi shed to testify; there was no response. He closed public
t esti nony.

Number 2585

REPRESENTATI VE DYSON expressed appreciation for the sponsor's
bringing this bill forward. He said it sounds as though there
is no downside. He suggested there is a great advantage to
havi ng the adm nistrative costs covered by the fees paid by the
i ndustry. If the fees are nore than enough, Representative
Dyson renmarked, it is a public resource being used and can
support public services, which is good public policy and hel ps
to get public support for the industry. He added that his

former concerns about showi ng deference to Chair Ogan had been
assuaged.

Nunber 2628

REPRESENTATIVE DYSON noved to report CSSB 319(FIN  from
commttee wth individual recomendations and the attached
fiscal note. There being no objection, CSSB 319(FIN) was noved
out of the House Special Commttee on Gl and Gas.

ADJ OURNNVENT

Nunber 2649

There being no further business before the commttee, the House
Special Commttee on Ol and Gas neeting was adjourned at 9:50
a. m
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