ALASKA STATE LEQ SLATURE
HOUSE SPECI AL COW TTEE ON O L AND GAS
May 2, 2002
4:11 p.m

MVEMBERS PRESENT

Representative Hugh Fate, Vice Chair
Representative M ke Chenaul t
Representative G etchen CGuess
Represent ati ve Reggi e Joul e

MEMBERS ABSENT

Representative Scott Ogan, Chair
Representati ve Fred Dyson
Representative Vic Kohring

COWM TTEE CALENDAR

HOUSE BI LL NO. 527

"An Act relating to entry into the Mnto Flats State Gane Refuge
for purposes of exploration and developnment of oil and gas
resources.”

- HEARD AND HELD
PREVI QUS ACTI ON
BILL: HB 527

SHORT TI TLE: M NTO FLATS GAME REFUGE
SPONSOR(S) :  RESOURCES

Jrn-Date Jrn- Page Action

04/ 30/ 02 3238 (H READ THE FI RST TI ME -
REFERRALS

04/ 30/ 02 3238 (H &G RES

05/ 02/ 02 (H Q&G AT 1: 00 PM CAPI TOL 124

W TNESS REG STER

MARK MYERS, Director

Division of Ol & Gas

Department of Natural Resources (DNR)

550 West 7th Avenue, Suite 400

Anchor age, Al aska 00501-3560

POSI TI ON STATEMENT: Testified on HB 527.

HOUSE O&G COW TTEE -1- May 2, 2002



ACTI ON NARRATI VE

TAPE 02-25, SIDE A
Number 0001

VICE CHAIR HUGH FATE called the House Special Commttee on Q|
and Gas neeting to order at 4:11 p.m Menbers present at the
call to order were Representatives Fate, Chenault, GQGuess, and
Joul e.

HB 527-M NTO FLATS GAME REFUGE

Number 0040

VI CE CHAIR FATE announced that the commttee would hear HOUSE
BILL NO 527, "An Act relating to entry into the Mnto Flats
State Gane Refuge for purposes of exploration and devel opnent of
oil and gas resources.” [HB 527 was sponsored by the House
Resources Standing Comm ttee.]

Number 0141

MARK MYERS, Director, Dyvision of QI & Gas, Departnent of
Natural Resources (DNR), testified via teleconference. In
response to Vice Chair Fate's question about the |ocation of the
nost val uabl e resource in the Nenana basin, he expl ai ned:

When | | ook at the geologic potential of the area, we
have several data sets. One is a seismc data set, so
we have seismic lines over mainly the southern part of

the license area; we have gravity data, which
indicates where the basin actually is |ocated, over
the entire basin; and we have tw wells in the
southern part of the basin. When we |look at it, the
basin geonetry is very well defined; in other words,
the shape and ... relative thickness of the potenti al
section is well defined on the gravity data. That
corresponds with a good nmatch to the seismc data. So
[we're] pretty confident that the gravity data, which
is over the entire basin, is a good representation of
t he thickness [and] shape of the basin.

From that, what we see is, the deepest part of the
basin is just north of the Tanana River in the Mnto
Flats State Gane Refuge. The depth becones inportant
not only because you have nore section for having
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potential reservoir rocks - so you can drill deeper
and have nore potential targets - but also that the
gas being generated in the basin needs to cone from
the deeper depths, so the tenperature and pressures
are higher, and the coals, then, would produce the
gas. That [is] often referred to as the kitchen area,
or the area where you actually create the gas.

Number 0270
MR. MYERS conti nued:

The best potential for that is in the northern area.

Generally, the best place ... to find economc
gquantities of gas is near where it's [generated]. The
gas ... will generate out of these coal beds, which is
the primary source for the gas, into nearby

reservoirs.

So all that supports that the northern part of the ...
proposed |icense area north of the Tanana River, which
corresponds, unfortunately, to the Mnto Flats State
Ganme Refuge area, [which] is the area of highest

potential, by a considerable anount. And in our
prelimnary best-interest finding, we have a map that
sort of illustrates that shape, size of the basin, and
where ... the best potential is.

Number 0335

VICE CHAIR FATE asked what the certainty is for finding gas if
the |l essee explores in this area, and whether the |essee would
have to be in the core area to "find that high potential."

MR. MYERS answered that he believes there probably is gas
di stributed throughout the basin. There are two kinds of gas:
bi ogenic gas, from the "chewing on rock™ by mcroorganisnms that
create the gas; and thernobgenic gas, created "under tenperature

and pressure.” If the target is thernogenic gas, then the
northern part of the refuge is critical to finding econom cal
guantities. If it is biogenic gas, however, there is a

possibility of finding it in the southern part, but probably not
as high because the basin is thinner.

MR. MYERS said that comrercially, if he |ooks at the basin from

an explorationist's viewoint, the northern part would be
critical to exploration success. In addition, it appears that
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the basin's structural geology is best suited in the northern
part for "certain types of trapping nechanisns” related to gas
potential . As to certainty, the two wells on the flank of the
basin outside this core area were drilled where the basin is
relatively thin; they did encounter quantities of gas, so gas
has been generated in the basin. However, there aren't
commercial quantities of gas, and there isn't any geologic
structure there that would trap the gas in an econom cal
quantity. He reiterated that the northern part is critical for
soneone who is exploring to have a reasonable probability of
success in the basin.

Number 0513

VI CE CHAIR FATE thanked M. Mers and called an at-ease at 4:17
p. m He called the neeting back to order at 4:20 p.m and
announced that the neeting would be recessed until the follow ng
norning. [HB 527 was hel d over.]

ADJ OQURNMVENT

The neeting of the House Special Conmittee on Gl and Gas was
recessed at 4:20 p.m until My 2, 2002, at 8 a.m
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