ALASKA STATE LEG SLATURE
SENATE RESOURCES COW TTEE
May 2, 2001
4:25 p. m

MVEMBERS PRESENT

Senat or John Torgerson, Chair
Senator Pete Kelly

Senat or Robi n Tayl or

Senator Kim El ton

Senat or Ceor gi anna Li ncoln

VEMBERS ABSENT

Senator Drue Pearce, Vice Chair
Senator Rick Hal ford

COWM TTEE CALENDAR

Confirmation Hearings: M. Russell Nelson, Board of Fisheries
Dr. John Wiite, Board of Fisheries
M. Pat Pourchot, Conm ssioner, Departnent
of Natural Resources

ACTI ON NARRATI VE

TAPE 01-36, SIDE A
Number 001

CHAl RMAN JOHN TORGERSON called the Senate Resources Committee
neeting to order at 4:25 p.m He announced the commttee would
start with the confirnmation of M. Russell Nelson to the Board of
Fi sheri es.

MR, RUSSELL NELSON said, "The Board has adopted sustainable
fisheries policies, which ensures that the Al aska Departnent of
Fish and Gane and the Board are proactive in conserving the fishery
resources into the future.”

CHAI RVAN TORGERSON asked if he had any particul ar agenda for the
next three years if he was confirned.

MR. NELSON replied that he did not, other than continuing to
educate hinself as much as possible on each issue that comes before
the Board and to try to nake a sound deci sion based upon the facts
t he Board receives.
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DR. JOHN WHI TE told nmenbers that he would like to serve another
term on the Board of Fisheries also. He said he would like to
participate on the Board as Alaska's fishery policies reach
maturity. Another goal of his, while also serving on the North
Paci fic Anadronous Fi sh Conm ssion in an advisory capacity, is to
bring together the coordinated applied research in a fiscally sound
manner. Hi s other goal for the next three years will be to listen
to and interact wwth the public in the conmttee process.

CHAI RVAN TORGERSON expressed concern that the Board of Fisheries
takes up issues out of cycle, a prine exanple being Cook Inlet,
whi ch the Board takes up every year. He stated, "Before the ink is
dry, you neet again to change the managenent plan. Wat do you
intend to do about this in the future, if anything?"

DR. WH TE responded that an exhausting review of the Cook Inlet
fisheries has taken a place and resulted in a 20+ year plan that
reflected best efforts of the Board since the 1970s, which it has
updated. He remarked, "Board nmenbers shoul d be | ooking at different
ways of working with different users.” He said that it would help
the communities to stabilize the different fisheries, because they
are not an endl ess renewabl e resource.

CHAl RMVAN TORGERSON said the Board of Fisheries was part of the
probl em because it can't even let the ink dry on the decision it
made before it neets in an energency session to change the plan.

DR WHITE said he tried to address the Chairman’s concern by
stating that he hoped this would be the time for themto | ook for
stabilization of the fisheries.

SENATOR LI NCOLN asked Dr. White what role he believes the ADF&G
should play in the board process and how nuch weight the Board
gives to the information that is presented to it.

DR WHITE replied that the Board gives ADF&G s information an
extrenme anmount of weight. ADF&G is the forenost purveyor of science
to the Board. He receives scientific input from other users and
sonetinmes it is conflicting.

SENATOR LI NCOLN asked how he neasures the scientific biologica
data presented to him by ADF&G or the private sector on which he
bases hi s deci sions.

DR WH TE responded that to continue within the sustainable

fisheries policy that was approved l|last nonth, a cautionary
principle exists that essentially says, when the science is in
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doubt and there's a paucity of information, the Board should err in
a conservative manner and try to protect the resource.

SENATOR LI NCOLN asked how he deternm ned when science was i n doubt .

DR. VWH TE responded that many times it's very obvious, because
there are many different opinions about issues, like allocation
i ssues. He nade determ nations from ADF&G s i nfornmati on based upon
what he considered to be their reconmmendati ons.

SENATOR LI NCOLN asked Dr. White if he viewed the reclassification
from personal use to subsistence use in the Chitina dipnet fishery
as precedent setting and what involvenent he had wth that
recl assification.

DR WH TE responded that the issue of a Chitina subsistence fishery
was brought up at the Valdez neeting. The Board | ooked at the
hi story of that fishery for over 30 years and determ ned that it
qualified as a subsistence fishery. He did not think it was
precedent setting.

SENATOR LI NCOLN asked how nuch wei ght he gave to public testinony.

DR WH TE answered, "A great deal." He explained the board received
limted testinony from tribal parties along the river and had
addi tional hearings for people who could not attend the main ones.

SENATOR LINCOLN asked Dr. Wite how inportant he believes the
mul tiple use approach is to achieve the naxi mum benefit for the
people of the state, especially those with an econom c stake of
t hose uses.

DR WH TE replied, "It is the duty of the board to bal ance the
devel opnment of all those fisheries for the nmaxi num benefit to the
people of the state of Alaska within the confines of sound
sust ai nabl e managenment for future generations' use.”

SENATOR LI NCOLN asked Dr. Wiite to respond to the | arge nunber of
| etters in opposition to his nom nation.

DR VWH TE responded that he has been involved in allocative
deci sions that were very contentious. He wouldn't pretend to nake
very many people happy when he nekes decisions that were not for
their betternent.

SENATOR LI NCOLN asked if he thought he had been fair to all folks
across the state.
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DR. WHI TE said, "I endeavor to be as fair as possible and not only
fair, but to try to balance in the best possible way, that | could
within ny conscience, the allocation decisions |I've made."

SENATOR LI NCOLN asked Dr. White why, now that he has been on the
board for six years and knows that it can be contentious and
extrenely tinme consum ng, he would want to put hinself before the
public again and what his goals would be for his next termif he is
confirmed.

DR. WHI TE responded that his primary goals will be to | ook at the
managenent plan that he has already worked on in different parts of
the state, hear about their effects and try to provide continuity
in review of those managenent plans, addi ng anmendnents to them so
that they reach full maturity. "My second is to hopefully bring the
research institutions that need to get science before the Board of
Fi sheries better coordinated. That would be the North Pacific
Anadr onous Fi sh Conmi ssion, the North Pacific Research Board, North

Pacific Council, the Board of Fisheries and, for once, have
coordi nated research plans that address the difficult decisions
that the board makes. Finally, | would like to be involved with you

in further maturation of the sustainable fisheries projects to see
it to maturity.."

CHAl RMAN TORCGERSON said he would read himpart of a statenent that
foll owed an energency out-of-cycle neeting (in February) and asked
Dr. Wiite to comment on it.

He [Dr. Wiite], along with the other board nenbers,
wasted 20 mllion pinks in Cook Inlet. He also, wth
ot her board nenbers, disallowed a sport fish harvest on
the record run of coho.

CHAI RMVAN TORGERSON sai d, "Before anybody can inplenment them you
guys take credit for record runs and then you don't |et anybody
harvest them Are we going to have the sane situation again and
again or what are we going to do about this?"

DR WHI TE replied that he didn't agree with the facts in those
comments. He thought the Board acted in the best possible manner
with the information it had at the time. There was evidence
presented and no one ever indicated there was any other evidence
that the prevailing species available to be harvested was coho
sal non. He maintained, "W've had several years of very difficult
coho production in the Inlet. | don't think it was the board's
intent in any way to |let unforgone harvest. It certainly wasn't ny
intent."”

CHAl RMAN TORCGERSON said that was the end result and now t he board
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has a plan so that if this happens again next year, the sane thing
is in place. He asked why, when the board saw that is was probably
off by a mllion percent, it didn't allow a sport fish harvest
al l owed or commercial harvest allowed for those pinks. He noted the
board coul d have had anot her energency neeting.

Number 1500

DR WHI TE replied that the season was practically over and the
board will hear the information again. It has requested that the
departnent bring it managenent plans for pink and chum sal non t hat
have a rational basis for that managenent. He |ooks forward to
receiving that information, as there has been a paucity of
i nformation.

CHAl RMAN TORCGERSON retorted, "That's the prine reason that neeting
every other nonth on Cook Inlet issues, or any place, is just not
good policy."

SENATOR LI NCOLN asked, regarding personal use fisheries, if the
board has a plan for the rest of the fisheries within the state.

DR VWH TE replied, "No, mam There is no plan. At the present tine,
| think that's a function of budgetary restraints. | think it's a
function of how we arranged with our federal counterparts within
t hose budget restraints. If | heard correctly that you think there
should be, | would agree with that...."

SENATCOR LI NCOLN sai d:

Don't interpret ny question to nmean that | support
expandi ng the personal use fisheries in the state to a
subsi stence use, because | think that there's certainly a
conflict there when we have the federal interpretation of
the preference to rural residents who are primarily
Natives. There's been great concern about that.

DR WH TE said that wasn't his inference, but rather that there
shoul d be sone sort of conprehensive planning between state and
federal people in every cross jurisdictional situation.

SENATOR LI NCOLN sai d they know the state has not done anything on
the subsistence issue and that it has continued to allow the
federal government to handle our fisheries on federal areas. If the
state does nothing, she asked, would the federal boards take nore
of an active role and how would his board interact wth the federal
board.

DR. WHI TE r esponded:
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As you may well know, at the present tine there's speci al
action requests going to the federal court for both the
Yukon and the Kuskokw m drai nages to reduce sport fishing
or to elimnate sport fishing on federal |ands. The
sinple nonmentum of federal governnent involvenment is
going to increase. As that nonmentum increases, their
funding is going to increase. The loss of our hunman
resources within the departnent to their system is
probably going to increase as it has in the past severa
years as a coincidental nature of a | ot of people com ng
up in the late 70s and early 80s to the Departnent of
Fi sh and Gane and their ability to retire and go over to
the federal system They are presently paying 125 percent
of what state salaries are. W are experiencing a brain
drain in our whole departnent. The sheer nonentum and
wei ght of influences is going to have an erodi ng effect
on the State of Alaska's ability to manage its own
fisheries resource.

CHAI RVAN TORGERSON thanked Dr. Wiite and M. Nelson for their
comments. He said, "Watever happens in the confirmation process,
you' ve got tough jobs, both of you, and | want to thank you for
serving."

He announced that Comm ssioner designee to the Departnent of
Nat ural Resources, Pat Pourchot, would conme before the commttee.

COWM SSI ONER- DESI GNEE PAT POURCHOT said it was a great honor to be
appointed |ast Septenber. He said the Departnent of Natural
Resources (DNR) has enjoyed a good working relationship with the
| egislature this year in trying to address problens |ike the water
permtting problem and sone personnel issues in the Gl and Gas
Division. Wth some of the resources the |egislature has provided
them this year, DNR hopes to cone back with sone results and
measures by which to judge its performance. He hoped to assist in
t hat process.

SENATOR ELTON noted that one of his first political jobs was
wor ki ng for then Representative Pat Pourchot and anyt hi ng good they
had seen from him was because of M. Pourchot. He was inpressed
with himthen and he remains inpressed with hi mnow.

CHAI RVAN TORGERSON asked himto comrent on the Kenai area plan in
relation to putting 8,000 acres into parks, which he opposes,
because he doesn't want to totally lock it up. He asked sone of his
folks to create a new classification of land that would put
restrictions on it for habitat issues, but to not lock it up so
that nothing can ever be done. This issue concerns area plans al

over the state. He said they are going to be forced to return
federal noney that's strictly for the purpose of buying |and. He
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asked Conmm ssioner Pourchot if he thought it would work and if he
supported it.

COWM SSI ONER- DESI GNEE  POURCHOT replied that he hadn't had the
di scussi on about the Charisma (ph) area with his people. He said
that he is willing to work with Senator Torgerson and | ook at
alternative land classifications that mght afford the needed
protections for that val uable watershed, but m ght allow sone ot her
conpati bl e uses.

CHAI RMAN TORGERSON said he didn't want to focus on the Kenai, but
it was a great exanple. "It ties up two |akes, mles and mles,
hundreds of mles of shoreline, six thousand acres worth of
shoreline of Kenai Lakes, Trail Lakes and others.” He said he
understands protection and habitat, but locking it up conpletely is
a vote of no confidence for future generations.

COW SSI ONER- DESI GNEE POURCHOT responded that | ast year there was
the expectation there was going to be noney for |and acquisition
anong other things. H's departnent ended up with no nore noney to
do anything than what they had been getting in the past through the
Land and Water Conservation Fund. They got a little nore
preservation noney. He is very cautious about prom ses of new
noney. However, nobst of DNR s priorities, if they do get sone
noney, is typically split between localities. The localities get
about half and the state gets about half. He explai ned:

The half the state gets is really targeted to not the

8,000 acres or the big new park areas. It's very
strategic to key inholdings that are in high recreation
areas, like in the Chena Recreation area. It's a very key

parcel for public recreation along the highway and al ong
the river. They are fairly small discrete areas in terns
of the land acquisition that they are | ooking at. This
happens to be state land on Charisnma, which naekes it
perhaps, larger than it would be. | can't envision the
purchase of a |large acreage |ike that through a carrot
type program or a land and water conservation fund
program

CHAI RVAN TORGERSON sai d he coul d.

SENATOR TAYLCOR nent i oned EVOS bought 600, 000 acres of private | and
CHAI RVAN TORCGERSON reiterated that people want protection for
habi tat, but people also believe that we should | ook at a different
cl assification.

SENATOR LINCOLN said she didn't' doubt that he would do an
excellent job as comm ssioner and asked how he would do things a
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little bit differently in diversifying the econom c benefits to
Al askans and maybe agriculture, mning and other areas for
i ndustry.

COW SSI ONER- DESI GNEE POURCHOT repl i ed:

DNR cannot make things economc and they can't start the
busi ness, but they can provide the resource base or the
| and base, the mneral base, the oil and gas base, on
whi ch people then have an opportunity to do things. W
have been in recent years and will continue to nove
fairly aggressively on several fronts. One is oil and gas
| easing. W are holding four area w de | ease sal es per
year, now. The Foothills one will be about adjournnent
day, May 7th or 8th. The North Sl ope one in Novenber we
sol d about 713,000 acres of new |l eased land into oil and
gas | easing.

On the mning front we are enjoying - of course, we have
a lot of land open for clains taking. Last year we had
12,000 mning clains staked, an all time record. So state
|l and is open and available for staking. W don't offer
that in the sane way as oil and gas |easing. Sone of
t hose prospects, as you know in your district, Pogo and
others, have very high potential. W wrk in a
col |l aborative way with potential developers, bringing
agencies together. W have a large mne permtting
process that seens to work real well. W permtted the
Fort Knox Gold Mne that way. That is an effort to
achieve the objectives you are talking about in an
efficient way, but bringing in all the parties in things
i ke that.

In agriculture, we are going to continue to have two
parts. One, we have resold alnost all the agriculture
parcel s we took back or defaulted over the years with the
exception of odd lot parcels. So, we're trying to get
agriculture lands back into production, back into private
hands. You established a new | and di sposal category and
ret ool ed one and we are now into our first big cycle to
reoffer state |land for private use, both subdivision and
renote parcel. W are going to have a tw n conponent of a
| and di sposal process that will be ongoing and you all
set up a way of funding that in advance and we're pretty
optimstic that will be an ongoing tool for getting |and
in private hands...

COWMM SSI ONER- DESI GNEE  POURCHOT said that sonetines we don't have
the resources, but he is trying to have an ongoing offering in the
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case of tinber, of 40 - 50 mllion board feet per year primrily
for val ue added | ocal processing so that people can count on it. He
paralleled that to other resource areas. He wants predictability
and stability in the things the state does.

SENATOR LI NCOLN sai d she hears the permtting process is very tine
consum ng. Al though she knew that sone of it was budget driven, she
t hought it needed to be nore streanlined.

COW SSI ONER- DESI GNEE POURCHOT agreed wi th her and added that they
have a statutory framework to a lot of their processes that are
followed up by regulations that offer the opportunity for people to
chal | enge decisions. He said there was a sizeable workload in the
process and when they go to court, they take even longer. He said
the small day-to-day transactions go quickly without a lot of
controversy. The departnment knows it's going to court in sone cases
and then becones even nore deliberative and cautious in both the
process and the findings. He pointed out, "The best interest
findi ngs beconme nore conprehensive so that we don't get tripped up
by not addressing sonmething and there's nore and nore things the
courts tell us we have to address all the tinme."

CHAl RMVAN TORGERSON asked if he was going to try to negotiate a
better deal with the new President to open the NPRA.

TAPE 01-36, SIDE B

COWM SSI ONER- DESI GNEE POURCHOT sai d that CGovernor Knowl es tal ked to
the President about that on his last trip to D.C. He also tal ked
wth Secretary Gl Norton and the Secretary of Energy and

reiterated those topics. He said, “It was appropriate that a couple
of years go by and we have a first sale. Now, we're going to be in
the second drilling season. W think it is appropriate for themto

go back and | ook at |easing sone nore of the NPRA area.”

CHAI RMAN TORGERSON asked if he had produced any maps of additional
| easi ng grounds.

COW SSI ONER- DESI GNEE POURCHOT sai d he woul d have to check on that.
CHAI RMAN TORCGERSON sai d:

The question is, are we going to go in there and start
drilling where there's a high probability of oil or are
we going to push these guys off into the desert sonmewhere
that there isn't anything there? This is one of your
maj or positions to try to get themto do that and I woul d
be interested in know ng what that is.
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CHAI RVAN TORGERSON said that he talked to the Comm ssioner about
the Netricity resolution on the sale of natural gas on the North
Sl ope and made sure he agreed with what they were doing. He wanted
to know how they were going to proceed on things |ike determ ning
the price of gas. He said the oil conpanies were saying that the
state couldn't take its share of royalty oil. "W're going to have
to flex a little nmuscle here and assert our powers as an owner
state, it seens to ne. Tell nme what's going to happen there.”

COW SSI ONER- DESI GNEE POURCHOT answer ed:

Those are great questions and sone of them we're | ooking
at seriously for the first tine. It's been theoretical in
the past. W are going to obviously be | ooking at taking
i n advance of other production state royalty gas on the
North Slope. One of the key questions is arriving at
value or price. There's a nunber of problens with the
proposal they have. W have a whol e process as we do with
royalty oil that we wll be going through that are
statutory - is it in the best interest to sell our gas,
is there any reason it shouldn't be conpetitive sales.
You then make a series of findings based on sone studies
based on other studies the |egislature has funded for
i nstate demand of gas. | think we want to dovetail sone
of those findings with this since this is one of maybe
several instate uses of natural gas. Then, it would
presumably go to the royalty board, under statute, for a
reviewif we would arrive at sone proposed sale which I'm
not saying that, but that would concl ude, obviously, on
sonet hing comng before the legislature for approval. But
those critical questions you alluded to - price, state's
best interest, other uses of gas - we're going to have to
study through those and take a lot of things into
consi deration and crunch the nunbers.

| wll say, though, just on the surface, as you know, we
sell gas now on the North Slope to the producers to burn
for generating electricity on the North Slope and we
charge about $1.10 ntf or so for that gas. That's a val ue
that we have now and is far above the value that was
initially proposed by Netricity. W would hate to get in
a position where that value goes down to another
established value. That's the grossest of concerns that
you woul d | ook at. What happens to your other potenti al
gas sales that you're interested 1in. Cbviously,
protecting the state's interest in the long term is
forenpbst on our mnds here.
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Number 2300

CHAI RMAN TORCGERSON said the first step is to find out if the state
can legally take the gas prior to a sale. He thought the rest of
the steps weren't necessary once you get through the |egal
questions. He thought the Comm ssioner would have to be very
assertive in getting the legal opinion on this issue.

He al so said they run up against the confidentiality requirenents
on a lot of data after a well has been drilled. State |aw requires
that data be kept confidential for two years, but the Departnent of
Nat ural Resources can extend that out. He wanted to know reasons
why they would rel ease the information as well as why not.

COW SSI ONER- DESI GNEE POURCHOT replied that he didn't know all the
reasons. He said the Kick well was the nost notable of those wells
and he has heard an explanation of why it was different, but he
couldn't repeat it. He said there are other extenuating
ci rcunstances for proprietary informati on where there are rel ated
ongoi ng | easi ng consi derations. He said he woul d go back and get an
answer to Senator Torgerson's question of whether it's serving the
public's interest.

CHAI RVAN TORCGERSON asked what is happening with Pt. Thonpson, which
has been under |ease for 25 years and the data is frozen. The state
just keeps extending it out.

COW SSI ONER- DESI GNEE POURCHOT expl ai ned that the Pt. Thonpson unit
has wunusual conditions that do not allow the state to force
production fromthe unit. He explained, "It's part of the |ease,
it's a contractual obligation that we have to live with. It's not
| i ke sone of the other | eases where it's produced or you | ose your
| eases. These | eases at Pt. Thonpson were different. W' ve tried to
work with the owners for 19 years and there have been sonme wells
drilled, but obviously there's no production. The owners have cone
in for inclusion of sone other adjacent |eases for an enlarged
unit.”

CHAI RVAN TORGERSON interrupted to say that it doubles the size of
their units. He stated, "Unless you' re going to change it, it has
the sanme underlying agreenents where there's not production,
there's no tineline to do anything, there's no dates to do
anything. It's just here, I'"'mgoing to give you nore land, if |
understand it right."

COW SSI ONER- DESI GNEE POURCHOT responded, "If we woul d agree to put
the additional |eases into the unit for sound geol ogi c and econom c
reasons, we do have the ability to negotiate the terns of
devel opment and production. W can't dictate them but there is a
| everage point of if you want these | eases in and, by the way, you
don't want them rel eased for new | easing, which we will have the
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opportunity if they don't becone part of the unit in a year or two
- they vary...."

CHAl RMAN TORGERSON asked if those conme to the legislature for
approval .

COWM SSI ONER- DESI GNEE POURCHOT repl i ed DNR nmakes that decision and
that, "W are actively and aggressively involved in that
negoti ation."

CHAI RVAN TORCGERSON sai d he appreciated that and noted, “You call it
a plan for developnent. Mst of wus call it a plan for non-
devel opnment, because that is what it is.” He said to | et himknow
if they need legislative help on it. He didn't think letting them
not devel op Pt. Thonpson was in the best interests of the state.

SENATOR LI NCOLN asked why we woul d want to expand the area and not
have a time frane for production. She noted, "It just makes common
sense. "

COW SSI ONER- DESI GNEE POURCHOT repl i ed:

VW woul d on the expanded area. W can't legally reach the
core area, but they link together in ternms of ultinate
production. So if you could reach an agreenent on
ultimate exploration and production of the adjacent area,
presumably, they would be produced in conjunction with
that old core area.

SENATOR LI NCOLN asked if they could include Pt. Thonpson in the
adj acent negoti ati on.

COWM SSI ONER- DESI GNEE  POURCHOT replied that he has asked that
question and the legal answer is that we won't be able to reach in
and change the legal ternms of the original |eases.

CHAI RVAN TORGERSON asked if the | eases expire soon.

COWM SSI ONER- DESI GNEE  POURCHOT replied that sone of the outline
| eases have expired and are on an appeal status. Al of themwl|
expire wwthin two years.

CHAI RMAN TORGERSON asked if that included the entire unit.

COWM SSI ONER- DESI GNEE  POURCHOT replied it was just the outlying
ar eas.

CHAI RMAN TORCGERSON asked if the major unit had an expiration date.

COW SSI ONER- DESI GNEE POURCHOT replied, "No, because they are in a
unit so it stays there. W can't reach production or drilling
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requi renents because of the nature of the agreenent.”

CHAI RMAN TOGERSON sai d he thought DNR could figure out a way to do
it and he encouraged himto do so. He stated, "If they're going to
claimit's uneconomcal, let's condermn it and sell it to Phillips."

CHAI RVAN TORGERSON asked about "di scovery royalty reduction” under
| eases approved by unit.

COWMM SSI ONER- DESI GNEE POURCHOT said, "There is the Sanbuca wel | -
we nade a decision on that to not grant a discovery royalty
reduction. It was appealed. | heard the appeal several weeks ago.
VW're in the process of putting together a decision on that appeal.
The G| and Gas Division denied the discovery well credit.”

CHAl RMAN TORGERSON asked where the state got that authority. He
t hought it had been repeal ed.

COW SSI ONER- DESI GNEE POURCHOT repl i ed:

Al t hough the legislature, prior to the big Prudhoe Bay
| ease sale, repealed that l|law, |eases predating ‘68,
predomnantly in the '65 - '66, contained in those | eases
provisions for the discovery credit. These old | eases are
scattered around Prudhoe Bay.

CHAI RVAN TORGERSON asked how nuch noney he was tal ki ng about.

COWM SSI ONER- DESI GNEE POURCHOT replied the discovery royalty
reduces the typical 12.5 percent |ease for 10 years from di scovery
down to five percent royalty. He noted:

It depends on their production. It's mllions. It applies
to the one lease, not to the whole wunit, but an
interesting twist here is that it applies to every
reservoir that's under the | ease, regardless, as in the
Sanbuca case where there's oil on different |evels.

CHAl RVAN TORGERSON asked what their basis for denial was and if it
was in the basic | ease.

COWMM SSI ONER- DESI GNEE POURCHOT repl i ed:

The G| and Gas deci sion was based on the fact that they
believed this represented just another conponent or
anot her pool of the |arger Kuparuk Reservoir and that
every tine sonebody finds a different isolated pool, even
if it's isolated by pressure and even |ooks different
chemcally, if it's still in the general structure of
things, the Ol and Gas Division ruled that it did not
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constitute a discovery as we believe the original |aw
intended. It has changed. The rationale for why we have
granted sone and not others is that, frankly, we know a
whol e 1 ot nore about North Sl ope geol ogy and geophysi cal
exploration. There's a thousand holes being drilled. W
just know nore so that the discovery well royalty was
really geared to raw areas, frontier areas, where people
were drilling wildcat wells. W wanted to encourage and
reward discoveries. Just finding an isolated pocket of
oil may or may not neet the original intent of what we
think the royalty reduction was geared for.

CHAI RMAN TORCGERSON asked if the Governor was going to sign SB 164,
the over-the-top route bill

COWMM SSI ONER- DESI GNEE POURCHOT answered that he didn't know what
t he Governor was going to do.

CHAI RVAN TORGERSON said he wote the Conmi ssioner a letter on the
St anpede Road Subdivision in Denali National Park. He heard runors
that the departnment was going to give the land to the University of
Al aska, who would sell it to the Park Service for an extension to
Denali National Park. He asked if his departnment was working on it.

COW SSI ONER- DESI GNEE POURCHOT repl i ed:

W are no longer working on it. Several people in the
departnent spent considerable tine in July, August, part
of Septenber working with the University of Al aska,
seeing if we could cone up with a | and package that woul d
satisfy their needs, mght satisfy the Admnistration's
needs on a land settlenent of some kind. W | ooked
t hroughout the state to try to find | ands to accomodat e
a nunber of concerns froma lot of quarters. Short of the
Board of Regents, at the DNR level and Adm nistration
| evel, we canme up with a draft package of |ands that we
were in general agreenment with what m ght neet people's
objectives. It included several townships, about 90, 000
acres that are called WIf Townships on state |and on the
north side of Denali Park and the University was quite
interested in those lands. They don't have particul ar
econonmc value to the state through DNR multiple use
managenent. They have considerable interest, at |east,
fromthe Park Service. It's part of their park ecosystem
drai nage, there's a wilf pack that runs in and out of
there and it probably has value froma | and acquisition
standpoi nt, as a conponent of the Park.
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W were concerned about several things fromthe DNR and
state standpoint - access - and we wote up a big caveat
on the Stanpede Trail right-of-way potential rail access,
| ocal uses. Anything that would happen to the |and, we
wanted to have a witing covenant to protect existing
public uses of the area. So we had a bunch of that set up
that we were concerned with, but the idea would be, as
you stated, that could yield up to $90 mllion as part of
an endowrent for the University of Alaska. There was
considerable interest. | would quickly add, this idea was
fl oated by the Fairbanks del egati on and we stopped work
on this shortly thereafter.

CHAI RVAN TORGERSON sai d:

Back to ny new classification of land - there are all
ki nds of sneaky deals out there and he wants to | ock the
| and up, which is what the National Parks woul d have done
with it. Then there would be no snow machining, no
hunti ng, no fishing, no nothing in there.

CHAI RVAN TORGERSON sai d they didn't have a quorum at present, but

woul d nake the notion to nove the nom nees' nanes on to the joint
session at the next neeting. He adjourned the neeting at 5:30 p. m
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