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ACTI ON NARRATI VE

TAPE 01-15, SIDE A
Nunber 001
#SB77
SB 77-NET PROFI T SHARE UNDER/ OVERPAYNMENTS

CHAl RMAN JOHN TORGERSON called the Senate Resources Committee
neeting to order at 3:35 p.m and announced SB 77 to be up for
consi der ati on.

MR. DARW N PETERSON, Staff to Senator Torgerson, sponsor, said,
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In 1998, the Legislature enacted AS 38.05/135(9),
exenpting the Departnent of Natural Resources from
calculating interest on small over or underpaynents of
royalty if the interest is $150 or |ess. The cost of
cal cul ating these small over/underpaynents was nore than
the interest received or credit applied. Prior to 1998,
DNR was cal culating these small paynents nanual ly. For
the 12 nonths prior to Cctober 31m 2000, the state
processed 1716 royalty filings where interest anounts
were between a negative $150 and a positive $150. The net
amount of these under/overpaynents was a positive $4, 096.

The effort of calculating, processing and tracking
interest for small under/overpaynents was not cost
effective for either oil conpanies or the state. Wth the
advent of the state's new Ol and Gas Royalty Accounting
system all interest is calculated electronically. Al so,
nost royalty payers are using mai nfrane conputer systens
and sending their royalty reports electronically. The
failure to repeal AS 38.05.135(g) would require the
Departnent and royalty payers to reprogramtheir conputer
systens to not conpute under or overpaynents of interest
| ess than $150.

The sophisticated conputer systens used by the royalty
payers and the state are now able to quickly conpute the
i nterest owed on even the snallest under or overpaynent.
All the royalty paynents are automatically sumred
together and one wire transfer is used for paynent. The
repeal of AS 38.05.135(g) will solve the problemof the
adm ni strative burden on the part of the royalty payers
and the state to manually track very small anounts of
interest. It is an unnecessary expense to reprogram
conputer systens to handl e separate interest calcul ations
for these small anounts of interest, especially when a
much easier option is avail able.

MR MARK MEYERS, Director, Dvision of Gl and Gas, supported SB 77
because it provides a nore conpl ete and accurate answer and invol ve
less work and it will be revenue neutral in the long run. He
t hought the | essees woul d support the bill as well.

CHAI RVAN TORGERSON noted the commttee had a |etter of support from
M. Ceoffrey Stein, Associate General Tax Counsel, BP.

SENATOR PEARCE noved to pass SB 77 from commttee with the
acconpanying fiscal note and individual reconmendations. There were
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no objections and it was so ordered.
#

#HIR7
HIR 7- ENDORSI NG ANVR LEASI NG

CHAI RVAN TORGERSON announced HIR 7 to be up for consideration.
REPRESENTATI VE MASEK, sponsor, said:

Qpening the coastal plain to oil and gas exploration and
devel opnent is supported by a mpjority of Al askans
i ncluding those who live close to the coastal plain. One
of the | eading argunents nade agai nst openi ng ANVWR t hat
is made by environnmental preservationists concern the
health of the Porcupine Caribou herd. Records indicate
that concern may be overstated as the Central Arctic
Cari bou herd has prospered since devel opnent at Prudhoe
Bay has taken place. Furthernore, nost biologists have
not offered any conclusions that devel opnent would be
detrinmental. That herd has survived devel opnent at
Prudhoe Bay, but it has grown since it was opened.

REPRESENTATI VE MASEK said that production at Prudhoe Bay is
declining and ANVR m ght represent our best opportunity to |ocate
and recover sizeable reserves of oil. It is in our financial and
best interest as a state to provide opportunities to extend oi
production and use of the existing infrastructure.

It has been said that reserves we |locate in ANR may only
provide six nonths of oil given Anerica's current rate of
consunption. Al askans should not | ook at this opportunity
that way. A discovery in ANVR woul d provi de years of good
jobs for Alaskan and it would insure that the state
treasury continues to receive oil revenues for a much
| onger period. Both jobs and state revenues are sonething
that other industries cannot replace, at |east not at the
current levels provided by the oil industry. Wth the
el ection of President Bush and continued control of
Congress by Republicans, Al aska has its best chance right
now t o persuade the federal governnment and the Anerican
public to open ANVR. Wth the energy problens California
is experiencing along with the increase in energy costs
across the nation over the past year, A aska has a w ndow
of opportunity to convince the Anmerican public that
exploration and developnent in ANVWR would be in the
nation's best interests. W shoul d take advantage of that
opportunity.
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SENATOR LI NCOLN said her district covers Arctic Village and Venetie
where the Porcupine Caribou herd is part of their life. They have
been consistent with their concern for the core area for calving
and that they mght nove from there. She asked how she would
respond to those concerns.

REPRESENTATI VE MASEK said her point was valid, but since the
pi peline opened over 20 years ago, the caribou herd has and
continues to prosper. Biologist are saying that the pipeline is
good in that area, because in sonme cases the caribou go to it to
get in the shade and in sonme cases they go up on the gravel beds
where there is a wnd and they can get away fromthe bugs. She is
under the inpression the GMch'in people have applied for permts

in the past around Kaktovik and they did not find any oil, so it
seens a contradiction if they are saying the caribou are not being
protected. If they had found oil, they would have developed it. "If

the caribou herd was in decline, we would have to look at it
differently.”

SENATOR LI NCOLN said that Arctic Village and Venetie never applied
for any oil exploration for thensel ves. She has al so witnessed the
cari bou under the pipeline and the buildings, but she can't get to
themthere. She didn't know if their mgration had changed due to
the pipeline. She is very concerned for the mgration pattern of
this Porcupine Caribou herd. Her nother told her when she grew up
in Ranmpart that you could alnost walk across the backs of the
caribou that were bank to bank in the Yukon R ver that went right
through their village. In her lifetime, Senator Lincoln said, she
hadn't seen those caribou at all, although she has heard there is a
herd of about 25 that is 30 mles bel ow Ranpart.

SENATOR LI NCOLN appreciated the inprovenents in HIR 7 recogni zi ng
how nmuch her villages depend on the caribou for their livelihood,
but she could not support it because of just know ng the area and
how nmuch it coul d possibly have a negative affect on the lives of
t he peopl e there.

REPRESENTATI VE MASEK responded that she understood Senator
Li ncol n's concerns and she al so thought protecting the ani mals was
inportant. There were a |ot of noose in the area she grew up in and
couldn't say the oil effected them She pointed out that a nunber
of Senator Lincoln's constituents work for the oil conpanies and
she is on the Doyon Board which has a drilling rig on the Sl ope.
Opening up ANWR would open up nore possibilities for her
constituents.

Number 1100
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CHAI RVAN TORGERSON asked why there was a "no nore clause.” He
thought it mght cloud the issue as well as the 9010 part telling
Congress we mght be coerced into accepting something we don't want
to.

REPRESENTATI VE MASEK replied that issue had been discussed in the
House Resource Commttee and she felt it was an inportant nessage
to send to Congress.

CHAl RMAN TORCGERSON replied that he didn't disagree, but he thought
it mght cloud the nmain nmessage, which is to open up ANVWR The
resolution gets into wilderness areas, the no nore clauses, and the
9010.

REPRESENTATI VE MASEK said she didn't know if it would get to the
Del egation in tinme to deliver it to the Energy Council before it
met in DDC. if they would start changing it.

SENATOR TAYLOR noted that on the bottom of page 2 she addresses the
concerns of the Porcupine Caribou herd, but on page 3, line 12 the
sane thing is restated and is coupled with the concept of using the
state's workforce to the maxi num extent possible. It seened |ike an
odd conbi ni ng of the two.

MR. ED CGRASSER, staff to Representative Masek, explained that to a
| arge extent this was the sane resolution that passed |ast year,
al t hough the House changed parts of it. One "whereas" was taken out
because it was no | onger tinely.

SENATOR TAYLOR noted that back in the 70's everyone thought the
Central Arctic Caribou herd would be hurt by the pipeline, but al
the statistics he has heard say that herd is 7 to 9 tinmes greater
today since the building of the pipeline. He asked if there was any
factual basis for the concerns that have been expressed about the
Por cupi ne Cari bou herd.

MR. GRASSER replied that he had discussed that issue with Pat
Vol canberg, ADF&G who said that the normal rule of thunb has been
to err on the side of caution if you don't have scientific data. It
appears that nost caribou herds throughout Al aska would be able to
sustain the devel opnent in ANWR because they traditionally change
their mgration routes. However, biologists just aren't sure.

SENATOR TAYLOR said he wasn't questioning the validity of a
concern. He was questioning the basis for it. There must be sone
basis for it in fact. He thought evidence in the form of the
Central Arctic Caribou herd actually increasing 7 to 9 tinmes after
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the pipeline was built would indicate that the facts are that if
you buil d anot her pipeline, you will probably help the caribou in
that area, not hurt them

MR. GRASSER said he wasn't aware of any evi dence.

SENATOR ELTON said he thought it was interesting that as part of
the packet there were two docunents; one was an overview by Ken
Whitten, retired ADF&G Research Biol ogi st, which noted:

The Porcupi ne Caribou herd far exceeds the Central Arctic
herd in inportance as a regi onal subsistence resource and
the preferred coastal plain habitats in the Arctic Refuge
are much narrower than the range of the Central Arctic
herd and the disturbances so far have only displaced
Centr al Arctic caribou and other coastal pl ain
i nhabitants - a few predators. But if a simlar special
di spl acenent, and he acknow edges that there was a
di spl acenent of the Central Arctic herd, which would
occur in the Arctic Refuge, caribou would be driven to
foothills and nmountains with nore abundant predators
and/or | ower quality forage and consequently, that herd
may not fare as well as the Central Arctic herd did,
apparently.

SENATOR ELTON poi nted out anot her docunent from sone biol ogi sts,
both active and inactive. He thought it was clear there is sone
di sput e about what m ght happen.

MR, JOHN SCHCEN, senior scientist, Audubon Al aska, said prior to
wor ki ng for Audubon, he spent 20 years as a wildlife biol ogist
for the ADF&G Wil e there, he supervised research work on ANVR
in 1989 and 90, including work by Ken Wiitten. He serve as an
affiliate professor of wildlife biology at UAA

MR. SCHOEN urged caution regarding oil developnent and its
effects on the wildlife and wilderness within the coastal plain
of ANWR sayi ng:

The Refuge is the United States' only conservation unit
that enconpasses an intact arctic ecosystem In 1960,
when the original Arctic National WIdlife Range was
established, the purposes for its establishnment were for
preserving the areas unique wldlife, wlderness and
recreation val ues.

MR. SCHOEN read an excerpt of a letter signed by over 250 North

American scientists including 60 Al askan scientists regarding the
Arctic Refuge:
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Fi ve decades of biological study and scientific research
has confirmed that the coastal plain of the Arctic Refuge
forms a vital conponent of the biological diversity of
the Refuge and nerits the sanme kind of permanent
saf eguards and precautionary nanagenent as the rest of
the original conservation units. In contrast to the broad
coastal plain to the west, the coastal plain in the
Refuge is much narrower, from1l5 - 40 mles to the Brooks
Range. This uni que conpression of habitat concentrates
the occurrence of a wide variety of species, including
pol ar bears, grizzly bears, wolves, caribou, nusk ox and
nore than 130 mgratory birds. The coastal plain provides
essential calving and post-calving habitat to the
Por cupi ne Cari bou herd. The Gaich'in Nation of A aska and
Canada depends upon the sustained productivity of the
Porcupine herd and are justifiably concerned about
security. Extensive research on the Central Arctic herd
at Prudhoe Bay indicates that there have, indeed, been
appreciable losses of preferred calving and summer
habitats in response to petrol eum devel opnent.

MR. SCHOEN conti nued:

Bi ol ogi sts have also identified conservation concerns
with other wildlife populations in the Arctic Refuge
i ncludi ng pol ar bears, nusk oxen and snow geese. Based on
our collective experience and understanding of the
cunul ative affects of oil and gas exploration and
devel opnment on Al aska's North Slope, we do not believe
the inpacts have been adequately considered for the
Arctic Refuge and mitigation wthout adequate data on
this conplex ecosystemis unlikely.

MR SCHCEN added that they do not think this issue is just a sinple
issue of mtigating inpacts to caribou, but it's nore a fact of
safeguarding the entire ecological integrity of the Refuge
i ncluding the coastal plain, which is largely the biol ogical heart
of the Refuge. He agreed with others that there is a high degree of
uncertainty and a need for precautionary neasures.

Nunmber 1800

SENATOR PEARCE said the Porcupine Caribou herd had been under
m nute research for quite a few years in terns of calving areas.
Calving did not always take place in the heart of the calving
grounds in the 1002 area, rather, in sone years the snow was deep
and the calving took place further up the nountain. She asked if
there was research that the sustained productivity of the herd was
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| ess in those years.

MR SCHCEN replied that he thought there were only two out of the 8
to 10 closely nonitored years that the Porcupine herd did not cal ve
in the "core calving area” within the 1002 area. There are concerns
that if they go further up the foothills, they're in an area that
won't provide as valuable or nutritious forage and that area is
nore prone to higher density of predators, including grizzly bears
and wol ves.

SENATOR PEARCE sai d she thought there were nore than two years out
of 10 that the primary calving was not in that core area and didn't
think there was any scientific research showing there was |ess
sustai ned productivity in those years. She noted that the letter
M. Schoen referenced was based on research that was done before
1991 and does not include sone of 90's when sone of the cal ving
happened outside of the core area.

CHAI RVAN TORGERSON comment ed that the Canadian Gaich'in argunent is
starting to carry less weight with him when they are starting to
sell drilling rights on their |and and buil di ng pipeli nes.

MS. ADELI NE RABOFF, Fairbanks, said she was born and raised in the
Arctic village of Fort Yukon. She does not agree with this
resolution at all. She wanted to see ANAR nmintained as a
wi | derness. Any devel opnent there would be detrinental to the
wildlife. She nmentioned that persistent pollutants contribute to
gl obal warm ng and are detrinmental to fish and waterfow, as well.
A lot of water would be taken from the | akes and rivers causing
nore i npacts.

SENATOR LI NCOLN asked her if the Porcupine Caribou herd changed its
m gratory patterns or sonething happened in the core calving area,
what woul d be the inpact upon Arctic Village and Veneti e.

M5. RABOFF answered that it woul d probably create a real hardship.
In approximately 1950, the Porcupine Caribou herd was in the
Sheenj ek Valley and all the calves died. [indisc.]

V. SUE SCHRADER, Al aska Conservation Voters and Al aska
Conservation Alliance, said they are sister, nonprofit
organi zati ons dedicated to protecting Al aska's environnment through
public education and advocacy. They represent over 35,000
regi stered Al askan voters. Their nenbers are concerned with the
energy distribution problens going on in California and the effect
they are having on the national econony, but they don't think
opening ANMVR to exploration and drilling is the answer to the
current situation.

M5. SCHRADER rem nded the commttee that there are thousands of
Al askans who are joined by hundreds of thousands of Anmericans and
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they are all opposed to opening the Refuge. They have a variety of
reasons. "It is disingenuous to |lead the Anerican people to believe
that we can drill our way to oil independence,” she said.

The amount of oil there is a debate. The U.S. contains about five
percent of the world' s population and yet every year we use 25
percent of the world s produced oil. W are not going to be
satisfied by sinply opening the Refuge. She said seeing pictures of
cari bou rubbing thenselves on the pipeline does not accurately
portray the inpacts of oil devel opnent on the North Slope. The
i npacts that Prudhoe Bay have caused on caribou are scientifically
docunmented Ms. Schrader said. Also, resources vital to the
subsi stence lifestyle and all the North Sl ope should be protected.
There should be scientific evidence proving that oil exploration
and drilling will not inpact the caribou and other resources that
the GMch'in depend on before ANWR is opened. Not doing that
clearly nmakes opening ANVR a hunman rights issue. She hoped they
would take tine to read the letter that 200 scientists signed so
they could have an understanding of why so many Al askan and
Anmericans are going to fight very hard to protect ANVR

MS. SCHRADER comment ed about the Porcupine Caribou herd that a
| etter dated Decenber 11 states that in four of the past 30 years
the caribou have not calved on the coastal plain. The scientific
articles substantiating that claimare attached to that letter.

SENATOR LI NCOLN asked if there was research she could site that
woul d answer Senator Taylor's concerns.

M5. SCHRADER responded that Senator Elton pointed himin the right
direction to Ken Wiitten's article.

TAPE 01-15, SIDE B

M5. SCHRADER said it states that there are 5,000 caribou roughly in
the md 1970s when oil devel opnment first started and in the year
2000 it is 27,000. She said the scientific articles are listed
there and could be found at the Juneau Library.

SENATOR TAYLOR clarified that he had reviewed the referenced
docunents and he said that the "scientists” who signed the letter
weren't all scientists. Mst of themwere managers of environnent al
organi zations. M. Witten doesn't even start |ooking at the herd
until the m d-70s when the herd was | ess than 5,000. He had asked
if there was any historic or factual basis for the concerns
expressed on adversely inpacting a caribou herd.

MS. SCHRADER responded that she had a scientific article that she
woul d provi de him

SENATOR TAYLOR noved to pass CSHIR 7(RES)am from commttee with
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i ndi vi dual recomendati ons.

SENATOR KELLY objected for purposes of discussion and asked if
there was an outdated section that needed to be taken out.

CHAI RMAN TORCGERSON sai d he thought there was testinony that it was
al ready taken out.

SENATOR TAYLOR nentioned a typographic error that the drafters
could clean up on page 3, line 12. That was so ordered.

SENATOR KELLY renoved his objection.

SENATOR LI NCOLN obj ected for purposes of discussion. She al ways has
difficulty with weasel words |ike "maxi num extent possible" on page
3, line 12 where it says "and uses the state's work force to the
maxi num ext ent possible;"

She said it doesn't nmean anything and she doesn't like to see that
ki nd of | anguage in a resolution. The last "Further Resolved" was
new | anguage from | ast year. After noting those things, she said
she wasn't supporting the resolution anyway, but would renove her
obj ect i on.

CHAI RVAN TORGERSON said that w thout objection, CSHIR 7(RES)am
noved from commttee wth individual recomendations and the
acconpanyi ng fiscal note.

CHAI RVAN TORGERSON adj ourned the nmeeting at 4:30 p. m
#
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