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SB 312- CONVENTI ONAL & NONCONVENTI ONAL GAS LEASES

CHAI R SCOIT OGAN called the Senate Resources Standing Conmmttee
neeting to order at 3:38 p.m Present were Senators Wagoner,
Stevens, Seekins and Chair Ogan. Senators Elton, Dyson and
Li ncol n were excused. The first order of business to cone before
the commttee was SB 312. He announced that the hearing had been
noticed on February 12, one week longer than the m ninum
requi renents to give people adequate tinme to respond.

SENATOR THOVAS WAGONER noved to adopt CSSB 312(RES), version \S.
There were no objections and it was so ordered.

MR, MARK MYERS, Director, Division of QI and Gas, said the
adm ni stration very much supports CSSB 312.

The following is a verbatimtranscript on CSSB 312.

MR. MYERS: The bill, in essence, repeals or elimnates the
current over-the-counter shallow gas |easing program and
provides a vehicle to replace it wth existing prograns,
including the conpetitive leasing program and the exploration
| i censi ng prograns.

| guess the first question is why would you want to do that.
There are nmultiple reasons we recomrend this approach. The first
is one of the criticisnms of the shallow gas program has been its
public process. Up prior to leasing, it is an applicant driven
over-the-counter program It was originally passed in 1996 by
the Legislature with the intent of providing rural energy
opportunities in rural renote parts of Al aska. It was
anticipated to be a relatively small program used only on
occasi on surroundi ng bush Al aska conmmunities that could benefit
from natural gas. Mst of these comunities are currently stil
using fuel oil. So, it’s seen as an environnentally preferable
opti on.

In order to nmake the program as sinple as possible, it created
an over-the-counter program thinking again relatively smal
usage in areas of |low population density surrounding rural
Al aska.

The program was a success; the program had sone unintended
consequences. One of those unintended consequences was that it
allowed |easing any place that didn't have a current areaw de
| ease sale in it, which nmeant in areas adjoining areaw de sal es,
in relatively high-populated areas |ike the Mat Valley, down by
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the Homer area, it allowed people to apply for the over-the-
counter leases. It led to confusion over the notification,
because the original shallow gas [legislation] did not
contenplate a long-term up front public process prior to
| easi ng.

Fol ks really were caught kind of by surprise even though it was
noticed properly by the law The notice [requirenment] isn't
nearly as rigorous as it is under the other |easing prograns.
Therefore, the leasing that occurred was driven by the applicant
rather than in a planned and organized fashion in these areas.
What we ended up with is the current issues we have in the Mat
Vall ey and the Honer area. This bill steps back and recogni zes
that we need a nore robust systematic type approach in these
areas of higher popul ation densities.

The other part of the equation was in rural Al aska at the tine
t hose passed, there were other than areaw de sales, which have
the finding and the mgajor process and are conpetitive in nature.
W didn't have another vehicle for Jleasing. So, it was
restricted to places where sales were on the five-year schedul e,
went to this robust process.

At the sanme tinme in ’96, another program was passed that was
called “Exploration Licensing.” That program allows exclusive
licensing in rural areas up to 500,000 acres to a single
licensee. It is a conpetitive process in the sense that folks
bid a work conmtnent for that exploration. But in retrospect,
we believe the conbination now of the exploration licenses in
rural areas outside our areawide sales conbined wth the
areawi de sales wll bring, in fact, a better up front public
process and ultimately allow for developnment of resources in
rural areas as well as in areas close into the current areaw de
sal es.

One of the other problems we recognize in the shallow gas
program was for shallow gas, but using a 3,000 ft. depth cutoff
or a nodified version of that, as the bill later was nodified to
allow for, part of the field was above 3,000 ft. Then they could
produce down further. It still isn't a very good solution in
terms of resource developnent. It will work in some cases for
coal bed nethane - maybe, for some shallow gas - maybe; but it
isn't an econom cal, reasonable way to explore and produce for
oil and gas. You d like themto be able to produce all the gas
off a given lease just for the economcs of it and for
maxi m zing the benefit to the people of the state.
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So, the concept of limted depth is problematic. The |ack of
public process up front in the |easing has been problemtic and,
quite honestly, a Jlack of conpetitive process, has been
problematic with the program |In areas other than — there’'s a
few areas in rural Alaska where it has been wused pretty
effectively. So, this program recognizes those limtations. This
bill recognizes those |imtations and replaces the existing
programwi th this program

W think - the first thing was - we used the best interest
finding process. Wiy is that inportant? Again, it allows for
enough up front public planning and notification so no one
should be caught off guard. Local communities wll have full

input into the process and do under those two progranms. It's a
better balancing test. Under the shallow gas program basically
the Legislature assunes that if the gas in the area benefited
the folks in the region, it was a goal that you had to lease it.
The best interest finding is a nore robust process. It weighs
all the environmental effects; it weighs the subsistence
effects; and it conmes out wth a conclusion. Rather than being
applicant driven, it allows the DNR to custom ze the |ease sale
to do nore, to have environnmental safeguards associated wth
responsi bl e devel opnent. So, again, the best interest finding
process is integral to that.

In your packets there are several pieces of information. The
first conpares — this spread sheet — as you can see — | won’t go
through it in detail, but it conpares the processes involved
with issuing a shallow gas |ease versus an exploration |icense
or an areawi de |ease. You can see on the top the shallow gas
| ease is non conpetitive over-the-counter; it’s applicant driven
as opposed to conpetitive in the areawide and the exploration
licensing and nore of a coherent determ nation of where the
acreage is actually acquired for the |ease.

The process of the fees — shallow gas leasing has a filing fee;
areawi de sales have a mninmum bid per acre and a |licensing fee.
The best interest finding, again, is one of the major
differences present in exploration |icensing and areaw de | ease
sales. There is a difference in the way ACW (Al aska Coast al
Managenment Pl an)[consistency] determnations are done; the
public notice is nmuch nore extensive in the areaw de process. A
lot of that [indisc.] and the exploration |icense, a |ot of that
related to the best interest finding. So, you can then, a |ot of
the concerns we are seeing addressed in the Mat Vall ey and Honer
and other areas concerning this program are addressed, n fact,
in the process of going to a best interest finding. So, we think
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it’s a better public process; it’s a better nmanagenent tool. The
conpetitive nature of the program | think, wll wultimtely
bring in nore noney for the state. So, we see this having
positive fiscal effect.

The | eases issued are typically longer than three-year |eases.
There are a nunber of 7 to 10-year leases in the conpetitive
sale. Exploration licenses go from 5 to 10 years and then the
applicant is allowed to |ease after that. So, it has benefits to
the industry as well. Al of the BlIFs (best interest findings)
are available rather than limted to 3,000 ft. or deeper if sone
of the gas is above 3,000 ft. and the termis |onger.

In areas, particularly adjoining conventional |ease areas,
unlimted depth makes for better managenent when shallow gas
| eases are produced in adjoining areas to conventional |eases in
production. So, it’s better for oil and gas managenent. So, al
inall, we have a much better program

One of the other features — the concern was that for non
conventi onal gas, for coalbed nethane, for gas hydrates,
fractured shales, these projects do have potentially different
econom cs. So, it was their nmechanism available to support |ess
economcally viable projects as these may be. This bill has that
mechanism in there. Basically, the lease ternms on the rentals
normal ly start at a $1 and normally go up to $3 over tine. They
are accelerated 50 cents at a tinme per year. There is a way
under this bill that if someone has a gas-only |ease and they
can reasonably estimate that the gas presently leased is non
conventional to the conm ssioner, he can keep that rental rate
at $1 and then also can use the 6.25 percent |lower royalty terns
not conpeting with other gas in the market. So, it preserves a
lot of the economc incentives present in the shallow gas
| easi ng program for t hat potenti al producti on of non
conventi onal gas.

It also, as | nentioned, has a term that is not available
currently to the comm ssioner on either exploration |icenses or
areawi de leases - that of a gas only lease. In certain areas

because of the concern about oil spills or risk or sone unique
environmental conditions, it may be appropriate to use the gas
only ternms; in other areas we pretty much know there’s no oil
potential. So, it allows the conm ssioner at the tine to issue
that lease as a gas only lease. |It’s just another good
managenent tool that’s present that’s not available under the
current two prograns.
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So, what we’'ve tried to do, and what | believe Senator Ogan has
tried to do in his bill, is to neld the best parts of the
shallow gas leasing program into the areawide and the
exploration |icensing prograns.

A couple nore sheets — | won’'t go into great detail - but the
best interest finding, it shows the contents of the best
interest findings are 11 different things. It is truly a
bal ancing test. | have an exanple here if people want to see it.

It’s a pretty thick docunment. But it balances things like the
petrol eum potential versus the fish and game and wldlife
resources, the subsistence resources, economc effects of the

area. It develops the stipulations and mtigation neasures
appropriate to the lease; it allows for custom zing the size and
shape of Jleases — for instance, limting surface access to

certain areas, allowing the producer the oil or gas underneath
that area. So, it gives the state a trenendous anmount of tools.
It also has nultiple points of public access and entry for
comments. The docunent isn’'t produced as a final docunent;
there’s an initial call for coments that goes out — that is
noticed. Then there’'s a prelimnary docunent, which is devel oped
in which the public is free to coment on and is actually urged
to comment on. All those comments fromthe public, no matter who
it comes from has to be answered in the final best interest
finding. So, again, lots of public process.

There are two other pages here that show the areaw de | easing
public process and the exploration licensing public process that
show all those points of public input. So, anyway, that’'s a
| ong-wi nded version of what’'s sort of in this bill, what it’s
intended to do. To sunmarize it — it replaces the shallow gas
| easing program with prograns that are nore tried and tested and
it has better public input and has a different bal ancing test.
It also provides for financial |ease paynents and royalty rates
that are commensurate with non conventional gas. Al so, by using
the term 'non conventional gas,” | think, it puts us back on the
right track. W were separating shallow gas leasing. It’s really
the activity you want to | ook at - whether it’s coal bed nethane
or it’s hydrates or those are the production techniques. The
depths really aren’'t material in the sense of a strict depth
limtation. So, it gets us kind of back into the mainfrane where
you regulate the activity, not the |ease type. Does that nake
sense? The use of the term ‘non conventional’ - defining that -
helps in that. So, it cleans up sonme of the confusions we ve
allowed to creep into our statutory and regulatory franmework
over tinme and put this back on a course. It also — we have taken
seriously the public process that’s occurring out in the Valley
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and many of those comments do relate to public notice prior to
| easi ng and hel ps nuch in those areas.

If you' re interested, the coments being developed in those
wor kshops are all available on our website to look at. Wth that
| woul d answer any questions, M. Chairnman.

CHAIR OGAN. Any questions from the comrttee nenbers? [no
questions] | have a couple. Let's talk a little bit about sone
of the unintended consequences. The original program was
designed to attract the industry here and primarily focused on
rural Al aska. Since then, there has been an increasingly high
awareness of a com ng gas shortage in Cook Inlet and then the
associated price increases. Mybe you can talk about what the
price of gas has gone to and where it’s at now and where we
think it’s going and what the short-term and |ong-term gas
shortage supply issues are in the Cook Inlet basin.

MR, MYERS. M. Chairman, a |lot of different questions there. The
first thing is the need to determ ne whether we have commerci al

coal bed nethane is very inportant, particularly in Southcentra

Al aska. As we | ook at the conventional gas supply, we are seeing
that supply being stretched very hard. You can see that the
Agrium Plant is operating at about half capacity now due to a
| ack of supply in the short term If we |ook out |onger term we
have about a nine-year reserve life left in the known reserves

in the Cook Inlet. If that reserve supply isn't nmaintained, if
that Iife isn't maintained through pretty aggressive exploration
and devel opnent of what resources may be there, then we’'ll start

seeing effects in the market. For instance, in the winter we use
a lot nore gas for commercial and residential uses. That supply
is determned by not storing a lot of gas in the ground and
having it ready; it’'s determned by having nore production
capacity. So, the first pinch you ll see is potential production
supply or shortages in the winter nonths when we really need the
gas. To accomodate that, that requires industrial users to cut
back on their supply and the first [indisc.] we'll see comng
back are the people who can afford to pay the |l east for the gas.
And that’s what we're seeing happening to the Agriunms of the
world — particularly in the wnter nonths, they are |osing

suppl y.

The next bite happens to the LNG export plant. |If the gas is
there available for local use in 2009, the federal governnent
has to renew the LNG export license. | would say with the
existing reserve base, if that reserve base isn't replaced,
there’s very little chance of them approving that. So, the next
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thing we would see is the shutdown of the LNG plant and huge
effects to the econonmy on the Kenai and to Southcentral Al aska.

Next we would see effects wth shortages outboard of that with
the remaining supply for local use in Cook Inlet. Wthout a
supply of gas, we’'re going to see a real pinch in any future
gromh in industrial users in Southcentral Al aska. So, we see a
tremendous pinch - it’'s interesting in the area where the
coal bed nethane potential - although not proven comercial -
appears to be the best in the area where the population growth
is the highest. Again, a lot of those areas are not plunbed and
are not available to the current ENSTAR system and we need sone
expansion to the north, in particular to the north Mat-Su Vall ey
area. Again, that is the area of current exploration interest.

So, it'’s interesting that the gas aligns with a ot of the |ocal
popul ati on grom h needs, as well. So, it would be very inportant
and probably the first place that that gas would be used - would
be to supply that |ocal use, which would take pressure off the
gas that's closer to the LNG and the fertilizer market.

When you look at it out in 2009, 2010, and 2011, for instance,
ENSTAR s charts show they have nost of their gas supply they
need is wunaccounted for at this tine. Aggressive commercial
exploration onshore is being successful to sone degree, but it's
not offsetting - not finding these very large fields that wll
offset that for nmuch a period of tine. So, for Southcentral to
be in a position where we know actually how nuch gas is going to
be available and what our other options are we really have to
understand what's there in ternms of coalbed nethane. 1It's
crucial. If it is there, it will probably be sone of the real
upside potential for residential wusers in the area in the
vicinity of the coal bed exploration itself. W consider it a
very inmportant resource - it needs to be explored and exploited
if it works. That's the first question.

The second question was on the shallowgas |easing program |
think did lead to a recognition of the potential in Al aska,
whi ch brought conpanies |ike Evergreen. The availability of [|and
was an inportant issue wth them and they were able to acquire
significant land position. Enough so that if it were to be
cormmercial, they could mke - if it were to be technically
possi ble they could nake a commercial go of it - because you do
need fairly large-scale operation to justify it on a conmercia
basis. Cuz the wells are generally fairly low productivity for
each wel | .
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So, the program did help stinulate industry interest. | think,
by-and-| arge, when we |ook at the areas in the northern valley
t hough, we have outgrown it. Again you have the public notice
and process problens, but we're better served by an extension, |
believe, in that area of our conpetitive |easing program That
way truly you get the nost value for the |eases. The | eases are
|l onger term |If there is conventional gas at deeper depths, then

that can be exploited as well in those areas. So, by-and-| arge,
the wvalue to the industry, | think, is increased. The
conpetition will lead to nore revenue to the state. The pl anning
process will be nore suitable for the local residents of the
region. So, that |I think is the evolution of why this bill is
her e.

CHAIR OGAN: Could you possibly clear up sone issues? Tell you
what; maybe we'll touch base on sonme of those a little bit
| at er.

Maybe you could talk a little bit about your experience of what
you saw that was good when you traveled in other parts of the
country about coal bed nethane and what you saw that was bad and
what we can do to make sure that it's done right in Al aska.

MR MERS. M. Chairman, | think, again, first of all it's
particularly to Southcentral Alaska and in sone areas of Rural
Al aska - you know, coal bed net hane could be the nost viable, the
nost econonmic and in sone areas, maybe the only avail abl e source
of gas. Wiich again, environmentally, is probably the preferred
fuel for wus, or certainly for residential and conmercial hone
use. So, we need to find, | believe we need to find a way to
make it work if it, in fact, is comrercially viable.

When we | ooked at coal bed nethane operations el sewhere and we've
done quite a lot of extensive work including visiting the areas
in Womng and Col orado, which it's very - are currently under
active coal bed devel opnent. You could see things that were done
well and things that were done not as well. One of the biggest
issues down there is surface |and use nanagenent; that
facilities need to be done in an orderly fashion. Look on the
North Slope. W try; we use large-unit units. One of the reasons
for those large units is to mnimze, for environnental reasons,
to mnimze the amount of surface inpact. You do that by having
a single operator over a relatively large area and that single
operator has Ilimted facilities. They naximze the use of
existing infrastructure and mnimze its footprint. There aren't
redundant pipelines running here and there. They use a
systematic orderly approach of expanding the existing pipelines.
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Pad sizes are kept to the mninum they' re |ocated - conpressors
and stations are shared and used to the maxi mum extent possible.
Wen a new field conmes online, they try to share that sane
facility when it's in close proximty with the new participating
[indisc.] reservoir's brought on |ine.

So, by maximzing existing infrastructure, you mnimze the
surface use. Sone places in the Lower 48, they hadn't done such
a good job of that. You had an operator - you know operator A
B, C and D operating the sane area. They would use different
pi pelines; they would have nore surface inpact. So one of the
| essons we learned was to mnimze the surface inpact, to bury
pi pelines wunderneath existing roads and the infrastructure
rat her than have separate pipelines.

There are cases where a conpany would put the road in, but would
then opt to put the pipeline parallel to it [and] off a ways

That doesn't make any sense. These are |low pressure, |ow
volatility lines at a few psi. They're not |ike the big TAPS
line or a big high-pressure gas line. So, you can bury nost of
those pipes underneath the roads. In the good devel opnents
they' ve done exactly that. They've mnimzed the inpact working
well wth |andowners. The good operators work well wth the
| andowners to provide an uplifted value to the |andowner. They
conpensate them where appropriate and they operate responsibly.
So encouraging that activity becones really inportant.

Produced water is an issue down there. A lot of tines the
ranchers want to wuse the produced water. Sonetines it's a
different - it doesn't neet drinking standards. It has nore
di ssolved salts of various types. Oten it's not terribly toxic,
but over a long termin agricultural uses it can change the PH
and value to the soil. So it has to be nonitored very carefully.

In Alaska we really don't have that shortage of water. W don't
have the need for the water and the plan would be to reinject
the water. Again, we don't have the sane issue they do in the
sem-arid Wst wth the water production. But that was one
takeaway |esson; nmke sure produced water is run adequately.
Aqui fer protection is inportant and again, Alaska has pretty
good standards for protection of underground aquifers.

Wen we went to the checklist of issues, the nunber one issue
was to nmaximze efficiency, the use of facilities, facility
pl acenent. The good operators would take their conpressor
stations, they would sound insulate them - they would put them
in closed buildings and they would put them in the valleys. The
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bad operators stick them on top of the ridge and have an open
framework facility. So, how the operators nmnage the facility,
design of structure is a probably the nunber one takeaway
nmessage.

In Alaska we have a great record of doing that in a way that
m nimzes environnental inmpact. Unitization, we do have a fair
anount of say over that. So one of the takeaway nessages - the
good operators really mnimze inpact. The state has a role
there. W have to nake sure we protect the water supply and the
aquifers. A lot of the issues, though, with water aren't the
sane as down there because we'll see the water reinjected here
and we don't have a | ot of surface demand for use of that water

CHAI R OGAN: What comes up in the water with the produced water -
at least with the wells that have been drilled so far. | think
there is a lot of fear about it and like you said, in other
areas the water has been oftentines put in holding ponds or
evaporation techni ques. You know, they run a pipe up in the air

and they spray it out like a big sprinkler. It's supposed to
evaporate in and those kinds of things. And there's been sone
water issues in the Lower 48 that are contentious and

probl emati c.
What's in produced water and how will that be handl ed here?

MR. MYERS. Generally the produced water can vary from very fresh
potable water to water that has elevated |evels of chloride -
saltier. Along with that water can be elevated levels of
potassium or sodium or ratios of potassium sodium that are
different than the surface water. That seens to be the nost
dom nant affect to the water.

Basically, it's not toxic in the sense of what we typically
think of toxic substance, but over a long term can have affects
to the plant growh if discharged in large anmounts to the
surface - depending on the water quality. Because the operations
in Alaska - the wells are drilled a deeper depth. In Womng
they're only drilled a few hundred feet. W're | ooking at over a
t housand feet typically - in the three thousand, four thousand
feet depth here. The water will be inherently saltier - as you
nove down the water gets progressively saltier

It also nmeans the water from production - of course, the water
fromthe Mat Valley will be significantly separated fromwhat is
normal ly the aquifers. So, one of the big differences down there
is they're producing the shallow gas from the same zones that
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are sonetines used as aquifers. The coals are actually dewatered
- used for drinking water. Here, that is very much of a rarity
and the actual zones from any coals - produce any water from
coals - | guess there are a few cases, but it's very rare in the
Val l ey. They're producing from the sandstones, not from the coal

so the coal bed net hane woul dn't be in conflict.

The second part is the zones they're producing from are nuch
deeper here than are normally the aquifers. So, again | don't
expect the sane |level of problens, it doesn't nean you don't
want to nonitor and have good water quality data. But it's truly
a manageable issue up here. | think particularly because we're
not |ooking at surface discharging the sane way they are down
t here.

CHAIR OGAN: | think that's all the questions | have. OCh, there
is one nore. It's come to ny attention there is sonme information
being distributed about a developnent in R fle, Colorado. It's
being portrayed as though it's coal bed nethane and that's what
it wll look like in Al aska. Have you done any research on the
Rifle Colorado and what they do there and what that devel opnent
actually is?

MR. MYERS: | believe the devel opnents in question, the fields in
guestion, are conventional type sands gas. So they're gas sands
that are being produced from very l|lowquality reservoirs.
Because of the nature of the reservoirs, the size and shape of
the reservoirs are very linear in shape rather than being
w despread over an area. They require a well into each one of
the individual sands. Because of the Ilow quality of the
reservoir, the wells have to be relatively closely spaced.

The better quality reservoirs require less wells to produce. So,
| believe, in that area they are producing wells fairly close
spaced for conventional gas at depths in the 6,000 to 7,000 foot
range. But they're requiring wells that are fairly closely

spaced. | believe they are directionally drilling them from a
nore centralized pad. So, in an area you'll see a bunch of heads
but they're spread out to an area. But the spacing of those
wells are relatively close — 10 to 20 acre type spacing is ny

under st andi ng.

CHAIR OGAN: What do you anticipate spacing to be in say, the WMat
Val | ey for coal bed net hane?

MR MYERS: I  would expect developnent - again, if it’s
commercial, we don’'t know that. They haven't denonstrated that,
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yet. If it were comrercial, probably typically about five wells
per square mle would be the initial - and about 160 acre
spacing would be where they would start. It mght go dowmn to 80
acre spacing, but we certainly don't anticipate anything in that
10 acre, 20 acre kind of spacing.

CHAI R OGAN: About one well per 20 acres?

MR. MYERS: That's initially where | believe they would start.
They nmay go down to 80 acre spacing.

CHAI R OGAN: That woul d be eight per square mle. Ckay. Any other
commttee menbers have anything? A nunber of people want to

testify on the bill and | just want to say up front that we are
going to limt the testinony to the bill only. If you have any
ot her issues, those are naybe issues for another day and anot her
pl ace, but if you stray off the bill, I'll ask you to cone back
and talk about the bill. 1"l start with Carol Martin in
Soldotna. I’m going to skip around the state and try to let the

various people....

MR. CARROL MARTIN. This is Carrol Mrtin in Soldotna. |'m
interested in this and really quite surprised that this has
become such a controversy, because | grew up in Colorado and
still own property in Colorado, three parcels. There is a
nmet hane well on all three parcels, plus there is a disposal well
on one parcel. In all cases, the BP Anbco and Evergreen, whether
they had to by law, | don’t know, but they did ask ne exactly
where | wanted the well placed so that | could get the nost

benefit fromthe inproved road. In all cases, they gave one free
donmestic hookup. So, instead of having to burn coal, ny brother
doesn’t have to burn coal and wood anynore. He's got free gas
and so that well [was] placed on a high rocky spot above the
main house. It was close and didn't ness up any pastures.

think they had actually paid ne well over $50,000 in the |ast
six years and they have probably done even nore than that in
road inprovenents. R ght now, you can’t hardly see where they
ever were and the actual sites they conme back in and revegetate
those and inproved gravel roads, which used to be a nuddy road
and free gas. | think there’'s 4,000 wells in the [indisc.]
county and of the three on ny property, only two of them are
actually being used for donmestic purposes. M/ neighbor has 80

acres and |’'ve got 80 acres and on that well I'’m not using it,
but he is for his household gas [indisc.]. The other one, the
di sposal well, there’s nobody close enough to have a well to

qualify for a hookup to it.

SENATE RES COW TTEE -14- February 23, 2004



If we had to wait for sone gas conpany |ike ENSTAR to conme in
and deliver gas, it would never ever happen. The high pressure
gas line that El Paso Natural Gas has runs east and west from
LA to St. Louis is 14 mles south of there and nobody - none
of the smaller conmunities [indisc.] has donestic gas, because
it’s not feasible to tap in to that big line. Because of that
big line and the shortage of gas, they drill all of these wells
putting gas into that line and everybody between the well and
the main pipeline is tied in [indisc.] to gas.

It is interesting if it would be true in Honer or Wasilla and
the Valley. Twenty years from now, everybody is going to be
thanking old Scott Ogan for his long-range insight and they're
going to be burning gas and not having to chop wood. 1’ve |ived
in Alaska for forty-sonme years and | chopped wood, | worked for
Unocal in the gas field, on the edge of the gas field and had to
chop wood and burn coal for years because it was too expensive
to bore under [indisc.] Beach H ghway. Anyway, we’ ve got enough
people on ny side of the highway to bore under the highway and
we finally got natural gas.

CHAIR OGAN. Thank you, M. Martin. Do you support the
| egi sl ati on?

MR. MARTIN. | support devel opnent of the gas. | think people who
are opposed to it in their own back yard would be happy if they
had natural gas [indisc.]. On the properties | have down there,
| don’t get royalty on two of them because the rights were sold
or went with the previous owner and were sold. So, even in
Rifle, where ny wfe's famly has property - o0il shale
devel opnent there, they ruled that oil shale was oil and not
coal, because on that property we didn’t have the coal rights,
but we had the oil rights. And so, those royalties were held up
for years and years and years before they finally paid on that.

The sane way in Kansas - the helium was held up for years and
years and years and we finally got paid for the helium So, here
people don’t have the oil and gas rights under them The Native
corporations, the state and federal governnents got them It
surprises ne that people didn’t know that.

CHAIR OGAN: | think it surprised a |ot of people. Thank you, M.
Martin. Do you have anything el se you wanted to add?

MR MARTIN Just that |I'’m sure that it’'s going to happen and

after it does, everybody is going to forget who was opposed to
it.
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CHAIR OGAN. Do you think it’s appropriate to have a better
public process to |lease these |eases given the fact that a |ot
of people aren’t aware that they m ght not own the subsurface?

MR MARTIN: | don’t think so. | |ook back 30 sone years ago when
everybody in Honmer wanted to force the state to buy back the
[indisc.] gas or oil Ileases or whatever, and there’'s been

[indisc.] trying to get gas into Honer and there’s ARCO and
[indisc.] all over the North Fork. There’'s gas down there — the
[indisc.] center has been wused in shallow bed nethane gas

[indisc.] Honmer for years and | can't believe that all these
peopl e don’t want shallow gas. It could be used if they tap into
it, but they'Il never lay a pipeline fromN nilchik to Homer.

CHAI R OGAN:. About 29 years ago | cane to Honer and went to a
friend’s house out in the East End Road and | didn’t snoke, but
he warned nme not to snoke in the bathtub while | was using his
bat hroom because | could blow up. | said, ‘Wat do you nean?
He went over and lit his faucet and | was anazed, but | guess
that’s kind of a standard occurrence out there and other places
where the coals are pretty shallow. Anyway, thank you very nuch
for testifying today.

Also, | wanted to announce that Jim Hanson is here with the
Division of GOl and Gas, but he’s not here to testify. He is
here to answer questions. Jim for the record was the person
that worked on the original legislation and could have sone
insight on why we’'re there and what happened. Let’'s see. W'l
go to Doug Carney in Sleetnmute.

MR. DOUG CARNEY: Can you hear ne?
CHAI R OGAN: How s the weather out in Sleetnute today?

MR. CARNEY: | don’t know, I’min Anchorage. |’'m concerned about
these gas leases [indisc.] They haven't been approved, yet.
There’s a noratorium However, DNR was going to issue — Nana
Energy applied for land use permts to do core drilling, but the
people in the area from several of the villages - Sleetnute,
Cripple Creek and on down the river are real concerned. This is
a high subsistence area, critical habitat for mgratory
wat erfow , npbose and salnon spawning streans. W’re concerned
about the dewatering process. W have reports from down in the
western states on how even processed water has affected the
ecocul ture and egg hatching — things like that. W think it’s a
good bill, what you' re doing here, but |I think it should apply,
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certainly statewide and the best interest findings should be
required on all state lands and include the |ands where the
| eases have been approved and al so the ones where they’ ve been
applied for and not yet approved. So, we have the people who are
part of the process on whether this was done or not, especially
considering the wording about l|ocal comunities that |eft out
the conm ssi oner, | believe. People got wnd out there,
particularly because they want the benefits of — | nean there's
pl enty of lunber out there — they’'re concerned for firewod and
things like that and the animals, also. They're worried about
the habitat. Reinjection, we believe, | believe, should be
mandatory - what to do about the water, the produced water.

W wouldn't want to see bad judgnment used out here in these
areas neither. W want the people to be part of the process,
although it’'s definitely a rural area. Mst of this area is
state land, also. So, | guess | have a couple questions about
the best interest finding and would that apply to rural areas
and also if this doesn't apply to — | see this bill doesn't
apply to the approved leases or to the ones that have been
applied for and not yet approved. | would urge you to include
those areas in those leases in this |egislation.

CHAI R OGAN. Thank you. The best interest finding under the bill
for future |eases would be statewi de whether it be exploration
license or in the areawi de | easing program You re correct. The
bill does not include the existing |eases that have been applied
for or granted.

MR. CARNEY: So, what about the — | nmean is there a problemthere
— particularly I don’t understand why they couldn’t be [indisc.]
for the ones that have been applied for. There’'s no problem
yet, but there will be a problem if they go in there wthout
public input.

CHAI R OGAN: | hear what you’re saying.
MR. CARNEY: Ckay, | hope they anend this bill to include that.

CHAIR OGAN. Okay, M. Carney. Let’'s go to Mat-Su - Mchelle
Chur ch.

M5. M CHELLE CHURCH. Thank you. My nane is Mchelle Church and
I’ma resident of the Mat-Su Valley. And in regards to SB 312, |

am - first of all I'd like to say that we’'re very happy that
Senator (Qgan has finally recognized that <coalbed nethane
development in the Mat-Su Valley is likely to have negative
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consequences on the lives of those of us who live here and,
therefore, needs to be a regulated industry. Unfortunately, this
realization in the form of SB 312 conmes too late for Senator
Qgan’s constituents and, in fact, cones too late for all the
constituents of all Mit-Su legislators who, in my mnd, stand
equally culpable of allowng the legislative process to be so
grossly manipulated for allowing the public process to be so
grossly avoided in the interests of benefiting one industry at
the expense of all conpeting industries and interests in the
Mat - Su Bor ough and throughout the state of Al aska where coal bed
nmet hane extraction takes pl ace.

Senator Ogan states that this bill intended to undo unintended
consequences of earlier actions in regards to the coalbed
met hane industry and it, in fact, does not do that. It does not
undo anything. The reality is that the unintended consequences
of Senator (Ogan’s earlier legislative action are that valley
property owners lost the right to control our own property. The
uni ntended consequence is that there’s loss of control over
activities occurring on private properties, happened w thout
public notice and wthout any ability to participate in
devel opment of the regulatory regine that would have required a
best interest finding to be conducted before those |eases were
let. While SB 312 provides the beginnings of protection for
future coal bed nethane (CBM |eases, SB 312 is unacceptable as
it’s witten and it’s wunacceptable as it has been anended
because it provides nothing for the |eases that occurred when
Senat or Qgan, Representative Kohring and Evergreen Resources
were huddled in the backroons of the state capitol crafting
| egislation that would allow unfettered CBM devel opnent across
the state of Al aska.

In order for CBM | egislation on the coal bed nmethane issue to be
acceptable, it nust include a conplete renedy for the property
owners [indisc.]. It nust include a best interest finding for
those |l eases for the residents of the Mat-Su Borough and for the
residents of the Kenai Peninsula. And those best interest
findings need to be conducted prior to any |eases being relet.
It rmust include provisions for state supported l|ocal contro

over the industry; it nust include base |line data collection and
adequat e bonding for damages that are alnobst certainly to occur
somewhere due to the technology used in extracting coalbed
nmet hane. | do have sonme questions regarding statenents that M.
M/ers made as far as the gas supply and how this relates to the
state’s pursuit of a gasline from the North Slope. Wth 35
trillion cubic feet of gas available on the North Sl ope right
now, it seenms that this cry of we're running out of gas is
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sinply a ruse to get people to support an industry that nmay
cause maj or danage to the comrunity.

ENSTAR has told us that they will not be hooking up to our
comunities outside of where they already have their lines |aid.
W’ re not going to see any |ocal benefits fromthis gas. So, al
of the work that DNR has undertaken in reviewing the realities
of coal bed nethane have been after the current |eases are |et
and the community becane aware of the extent of this.

| have another concern that in this legislation, there is no
fiscal note. | do not understand how a bill that’s going to
provide protection from an industry that has the potential for
that kind of [indisc.] inpacts cannot have a fiscal note to it.
What is going to insure that there is going to be adequate funds
to nonitor and enforce. In fact, every day we read about budget

cuts that are comng down that will affect DNR [indisc.] and
ot her regulatory agencies that are going to supposedly inplenent
the things that are in here. | amcurious to see that addressed

- how can this have no fiscal note.
TAPE 04-14, SIDE B

M5. CHURCH: No, | asked you a question. | wanted you to address
how t hi s cannot have a fiscal note.

CHAIR OGAN: Wel| it does have a fiscal note.
M5. CHURCH: [Indisc.].

CHAI R OGAN: Right. Have you read it?

M5. CHURCH: |I'mlooking at it right now.
CHAIR OGAN: | think they explain it there.

M5. CHURCH Well can you explain it to me then? | guess | don’t
understand it.

CHAIR OGAN: | think that’'s the appropriate thing to have the
director explain, however, we’'re not - this is — |’m taking
corments for now and |I'’m sure you can contact him and if you
have questions at the next hearing, if your questions aren't
answered, but 1'd like to take...

M5. CHURCH |Is your conmttee then going to not take any action
on this until after 1’ve spoken with...
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CHAIR OGAN. Yea. |I'm sorry. | apologize. | neant to announce

that | do not intend to pass the bill out today. Senator
Seeki ns?

SENATOR SEEKINS: M. Chairman, | noticed that the fiscal note
that | have has an analysis attached to it that's self-

expl anat ory.
CHAI R OGAN: Correct.

M5. CHURCH: Well, | guess |I'’mnot very bright and so | was just
asking as a nenber of the public for you to explainit to ne.

SENATOR SEEKINS: The only thing you can do is read it. M.
Chairman, | would — | think it’s self-explanatory.

CHAIR OGAN: | couldn't — I'"'mafraid |l couldn’t....

SENATOR SEEKINS: It’'s contained within the four corners of the
docunent .

CHAIR OGAN. Thank you Senator Seekins. | don’t think | could
explain it better than it’s witten. Does that conclude your
testinmony?

M5. CHURCH: Yea. Do you have any questions for nme, Senator Ogan?

CHAIR OGAN: No, | don’t. Thank you. Next let’s go to Johnny
Wal ker — Jenny Walker, I'm sorry. | mght have nmade a Freudian
slip — or Jeanni e Wal ker.

M5. JEANNE WALKER: Hell o, this is Jeanne Wl ker.
CHAIR OGAN: | really haven't had any Johnny Wl ker today so...
M5. WALKER That’s good - maybe after the neeting.

CHAIR OGAN. Although | feel a little punch drunk sonetines down
her e.

M5. WALKER. Right. | live in the Honer area and | appreciate the
opportunity to address the commttee about this bill. My hone is
one of the properties that’s been Ileased for shallow gas
devel opnent and that brings nme to why I’'m so interested in the
public process part of this bill. M husband and | bought our
property this summrer in July. The property was |eased at that
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time and we didn’'t know it was |eased. Not only did we not know
it was |eased; we presuned the owners didn't know Qur realtor
didn't know and the title conmpany that did the title search
didn’t know. Now | should nake it very clear that we understood
that we didn’t own the subsurface of the property we were buying
but, nevertheless, we did not know that it had been |eased for
natural shallow gas developnent. | think that this bill helps
kind of redress sone of the public notification issues that
earlier legislation had led us into a real nmess with but | don’t
feel that the expedited public process in the last notice that
earlier legislation created is being taken far enough with this

bill. | really feel that individual surface owners should be
notified and | feel the state really needs to take
responsibility here and nake sure that all individual surface
owners are notified so they can actually take part in the public
process that will be partially fixed for future |eases by this
bill. The problem of course, as | see it is this bill doesn't

help those of us in the Honmer comunity because of the ness
that’s already been created by earlier legislation. So | really
al nost feel that allowing the Homer community to have a best
interest finding, even at this |late stage, may only nean through
a buyback to start the whole process over again. And that’'s al

| have to say.

CHAIR OGAN. Thank you and if anybody has any testinony in
witing it would be really helpful if we could get that and that
way we can have tine to thoughtfully consider your remarks so if
anybody has it in witing that’d be great. If you could get it
to ny coomttee aide Linda Hay. Ckay, let’s see — let’s go back
to Anchorage — Ken Boyd.

MR. KEN BOYD: Thank you M. Chairman. M. Chairman, nenbers of
the conmttee, for the record ny nane is Ken Boyd and | chair
the Lands Exploration and Operations Committee for the Al aska
Ol and Gas Association. AOCGA, as you well know, is a private
trade association of 19 nenber conpanies representing the
majority of oil and gas operators in the state. AOGA supports
the concepts enbodied in SB 312. Qur only hesitation in not
giving absolute approval is the lands conmttee sinply hasn't

had a chance to review the large nunber of - the anount of
conform ng | anguage within the bill but | think this is really a
m nor point. We fully support the nmajor concepts of the bill and

| think these concepts are fully outlined in the chairman’s
sponsor st atenent.

In particular, returning to the established Ileasing and
licensing prograns with their best interest findings creates a
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conpr ehensi ve, coherent and legally defensible process that has
been used successfully by the state for many, many years. The
best interest finding allows the state to incorporate all public
input into a single docunent that addresses all the concerns in
a conprehensive manner. This is preferable to addressing issues
one at a tinme and drafting a process that satisfies nobody. W
hope SB 312 [will] be passed and that this [indisc.] be given
the opportunity to address all the issues in the finding
process. It wll take sone tine but, in the end, should
acconplish all of the goals necessary to satisfy both industry
and the public. That concludes ny testinony, M. Chairman, and
|"d be happy to answer any questi ons.

CHAI R OGAN:. Thank you. Does anyone have any questions for M.
Boyd? Hearing none, let’s nove to Mat-Su. Eddie G asser.

[ The LI O noderator noted M. G asser had to | eave suddenly.]
CHAI R OGAN: Ckay — Jeff Arnot?

MR. JEFF ARNOT: Yes. My nane is Jeff Arnot. |'m representing
Friends of Mat-Su and all of our nmenbers. W' re nore than 300
strong. |I’m working on coal bed nethane issues right now and the
first thing I want to tell you is that I'’m getting calls every
single day. I'"'mgoing to all the neetings that we can go to, in
terme of DNR, community council and the borough assenbly
neetings and there’'s a couple thenmes that are very predom nant -
they energe again and again. You' ve heard it a couple of tines
today. You're going to hear it again and again until you nake
t he changes that need to be nade.

As far as Senate Bill 312 goes, | think there’s a |lot of great
things in there but it’s naybe 50 percent and |’m | ooking at
sone figures — 300,000 acres of the Mat-Su, 80,000 acres applied
for, 22,000 acres |leased in Honer and 47,000 in Healy, 20,000 in
Chulitna, 20,000 in Red Dog. This is a — even for Al aska amounts

to a vast ampunt of acreage that your bill does not apply to.
These are already | eased | ands. You ve got to do sonethi ng about
this. You ve got to nmake it retroactive — you’ ve heard buyback
and | know you guys are sick to death of hearing — let’s say

nullify the |eases, however you want to put it, but you guys
have got to address all this land that has been | eased that your
bill does not apply to. It’s never, ever, ever going to go away.

W' ve just heard recently that the multiple listing service,

which, if any of you folks don't know, 1is sonething that
realtors use to list property and right now in the Mat-Su Vall ey
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the nultiple listing service has a CBM code. Wat this neans is
that they have a way of designating a perspective property
that’s going to be for sale in a CBM |l eased area so that’s how
big it’s getting here. They ve done sone studies down at San
Juan County in Colorado and they found that one in four people
are not interested in purchasing property that is |eased by CBM
so that’'s a pretty big thing. This is going to be sonething in
the Valley with many, many possible downsides in property val ues
and the perception anong residents and prospective residents
that this is not a good place to raise a famly and send
children to school so you guys have got to address all these
properties right now that have been |eased, which SB 312 does
not address. Thank you very much.

CHAIR OGAN. Thank you very nuch, Jeff. | appreciate your
testinmony. Let’s go back to Honer — Roberta Hi ghl and.

M5. ROBERTA HI GHLAND: Hell o, can you hear ne?

CHAI R OGAN: Loud and cl ear.

V5.  HI GHLAND: All right. This is Roberta Hghland and |I'm
actually representing the Kachemak Bay Property Owners’

Al'liance. There are approximately 800 private properties that
have been | eased. W’ ve got about 1,000 signatures so far on the

buy back. | think — |looking at what legislation is going on
right now, | do believe it’'s a recognhition that there is a
problem and | certainly appreciate the work that has gone on. |
attenpted to read SB 312 and, to be honest, | got pretty
confused so | have got the other one - | haven’'t had tine to
look at it — that gives a better summary. But, they are pretty
difficult to read. | believe the others have made it kind of
clear that this one still does not cover the problem that we’' ve

got right now, and that is with the property that has already
been leased. And | just ask of you to try, if there’s anything
you can think of, to fix that. I'mtrying to think of it and I
haven’t cone up with anything yet but a retroactive date. And I
guess there’s a hope that industry would not really want to cone

and get into, shall we call it a mess, so there would be that
hope that maybe sonething horrible wouldn't happen but | do
think a retroactive date sonehow, soneway, and - so that these

| eases can be taken care of that have already happened and as
the prior person just nentioned that we’'re tal king thousands and
t housands and t housands of acres across the state.

| think that’s a major issue. OQther ones are the bill not going
far enough for water rights and just sone thoughts - | Kkeep
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worrying the state is being shortsighted. In the |ong range,

we’'ve got to look that way too. | know we're in a financial
crunch but if we just continue to go down the road of resource
devel opnent over and above so many other things, | think we're

going to have a big loss for us in the future and I think we're
going to be sorry. W have to look at this in a |ong-sighted

way. Diversification - we’'ve been told to do that. Honer, |
bel i eve, has done a quite good job on diversifying our econony —
mari ne education, arts, recreation, fishing. W’ ve nmade
ourselves a special — we're quite specially known across the

nation for what we have down here and | don’t think it would be
in our best interests, which kind of brings back the best
interest findings. Maybe that is one idea that we could stop
everything and do a best interest finding and get back to the
drawi ng board for public process. So thank you.

CHAI R OGAN: Thank you Roberta. | appreciate you taking tine to
cone down and testify today. Let’s see. Let’s go back to Mat- Su.
Myr1 Thompson?

MR. MYRL THOWPSON: Hel | o.

CHAI R OGAN. We can hear you.

MR,  THOWSON. kay, great. MW nanme’s Mrl Thonpson. |I'm a
property owner and | sell land out here in the Valley and | al so
represent about 2200 registered voters from District H and we
have a nunber of problenms with this bill as basically being

i nadequate in its totality and the exclusion of the already
| eased | ands and already applied for lands. It doesn’'t do us any
good out here in the Valley. | think it is probably pretty good
that you guys are starting to figure out that there were sone
maj or problens with the HB 69, or actually [indisc.] SR 69. And
we gotta get that straightened out you guys. | nean it’s an
uproar out here in the Valley and it’s gonna get worse if you
guys are just going to get watered down bills and half issues on
stuff like this, it’s never gonna get fixed. Probably, | don’t
know how nmany of you have even contacted DNR about the workshops
that have been going out here but you could probably get a
pretty good drift of where we’'re comng from

As far as a couple of things that |1’ve heard in testinony that
| ow supplies of gas for Agrium | think that’'s a red herring

You guys know quite well that Agrium gets subsidized gas at |ow
prices and nobody wants to give them that subsidized gas anynore
and that’'s the reason they're having problens wth that
[indisc.] that we have to do this out here in the Valley. Wre
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shi ppi ng nost of our gas out of state so if you want to save gas
for the Alaskans and ship it to the Al askans and not to out of
state - and you guys know darn well that a lot of this gas is
projected to go to Taiwan and Japan and the Lower 48 and the big
busi ness and actually a very, very small anmount of it is going
to the Alaska market and we have enough gas underground to | ast
Al askans for probably 1,000 years but if you guys are going to
ship all out of the state and then conme back 15 years |ater and
say that we have a shortage, we’'re going to have to inport gas
at even a higher price, it’s going to be a nightmare. 'l let
you go with that, boys.

CHAI R OGAN: Does that conclude your testinony?
MR. THOWPSON: Yes.

CHAI R OGAN. Thank you sir. W really appreciate you comng in.
Robert Archi bol d?

MR. ROBERT ARCHI BOLD: Good afternoon. Can you hear nme okay down
t here?

CHAIR OGAN: Yes sir, loud and cl ear.

MR, ARCHI BOLD: Wl | thank you for taking this — what we have to
say. My nane is Robert Archibold and |I’ve been a citizen of the
State of Alaska since, well, since a few years after the
eart hquake |’ ve been here. Back in those days everybody used to
pull together. That's what kept this state alive and working.

I’d like to say a couple of words. | don’'t think we're pulling
together on this one. W' re fractured. The community down here
is finding it highly appalling and your bill, in its present
form does not cover some of the things that are true to ny
heart. | heard earlier that they were speaking of a single
[indisc.] acre parcel possibly. Well, there’s a lot of parcels

around here that have been | eased and we were tal ki ng about that
[indisc.] earlier that maybe sonebody at DNR was nipping at sone
of that because why el se would you | ease the | and out of Homer’s
drinking water reservoir or the LDS church? So |I think DNR needs
to do a little honework before they even cone up with a |ease
ar ea.

It’s too bad sonebody didn't take a little time to do a best
i nt erest finding and see what they were |easing. The
environmental protection that is being drawn up by you fol ks — |
think there's a lot of things that are taken for granted. Down
in Colorado you can |look at that operation and think that it’I]|
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be safe here. Coal bed nethane up in this area is probably going
to be considerably different than down there. Qur roads in the
Honer area are pretty sensitive to weight loads. If we |let
coal bed nethane develop and use our roads, we're not going to
have much for roads so | guess we've got to think about that
one. And | have a real — a lot of heartburn about the areas that
have been |eased that are not being covered in this bill so I
think you need to go back to work on sone of this. Thanks for
letting me talk to you.

CHAIR OGAN: You're welcone sir, and thanks for taking time out
of your day to cone and let wus know your views and we're -
again, I’'mnot intending to nove this bill out today and as far
as Roberta’s conmment about how she read it and it’s kind of hard
to read, basically what we did is we took Title 38.05.177, which
was the shallow gas leasing, and we transposed a |ot of those
things into 180, which is the areawi de |easing. And so, a |lot of
the language is existing |anguage and the highlighted |anguage,
the darker |anguage, is the new | anguage that was inserted into
the existing | anguage. So, that’s why it looks as long as it is
but nost of it's what we <call conformng |anguage, which
basically makes it work. But we're taking the shallow gas
| easing program and pretty nmuch doing away with that and then
making it, you know, under this best interest finding. Anyway,
so | thought |I’'d save the best for last and M. Chris Rose — are
you still with us Chris?

MR CHRIS ROSE: |I'm sorry, the LIO person wasn't here to press
the right button for nme. My nane’s Chris Rose. | live in Sutton
and |I'm testifying on behalf of nyself. | wanted to just put

into context some of the things that were spoken about earlier
in terms of gas supplies that M. Mers was talking about. |

agree that about two-thirds of Cook Inlet gas is currently
exported either to the Agrium plant or as LNG which neans only
one-third of our current gas being produced in Cook Inlet is
used donestically, which | think — it’s a distribution problem

That’s not to say that jobs at the LNG plant and the Agrium
plant are not inportant but | think that there shouldn’'t be any
fear that we don’'t have enough gas right now.

The other thing I wanted to put into context is just how nuch
gas coal bed nmethane, if it were viable, could produce in this
area. Evergreen has stated nunerous times that they' re talking

about perhaps 1 trillion cubic feet. Now to put that into
context, every year Minicipal Light and Power, Chugach Electric,
and Enstar use alnost 120 billion cubic feet of gas in the
Anchorage area so that neans the trillion cubic feet that
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Evergreen mght get is a little under 10 years worth of supply
of gas for our area. So, even though that m ght happen, it’s
only a real short-term solution and when we’'re tal king right now
about having only nine years left of Cook Inlet gas, a trillion
cubic feet just doesn’'t do a lot nore for us. Over the course of
the 25-year coalbed nethane field, we’'re only going to get
about, at the nost, 40 billion cubic feet of gas out of the
coal bed nethane in this area. That’s about one-third of what we
use currently in the Anchorage area. So, you can see that in
context, coalbed nethane is not going to put a dent in our
energy future. | think that goes to the point of not being so
myopi ¢ and | ooking only at oil and gas as sources of energy. W
have |ots of renewable energy resources in this area that we
shoul d be | ooki ng at.

Now, to get to the bill itself, generally I'’m real happy that
the best interest finding process is going to be used if this
bill is passed for all future coal bed nethane |eases. However

as has been stated by many people earlier, it doesn’t help that
several hundred thousand acres have already been |eased. And, to
be honest, | don’t know whether or not there’'s any other big
areas that have coalbed nethane potential that haven't been
| eased because this program was so wide open for a while that
the conpanies have pretty much noved in and they have already
| eased, or have applied for |leases, in areas where there’'s
coal bed nethane potential. So, even if this bill applies to the
future leases, it’'s probably going to be a very tiny percentage
of the total coal bed nethane that could possibly be devel oped in
the state. It really doesn’'t help us at all unless these |eases
are conpletely reissued under the new best interest finding if
this passed.

A couple of specifics — | really believe that there should be
hi gher royalties and higher rents. We’'re dealing with this right
now wi th, you know, the argunents about whether or not we should
tax oil conpanies nore or |less but, you know, if you |ook at the
anmopunt of royalties the state’'s giving out on coal bed nethane -
6 Y to 12 Y% percent, it my barely cover the cost of
adm nistrating these prograns. And the reason is that there's so
much nore infrastructure involved in these kinds of wells. As
M. Mers put it earlier, you know, wusually these wells are
generally of low productivity, nmeaning that we get 1 to 1 %
billion cubic feet out of each coal bed nethane well. Conpare
that to a typical conventional well that’s gonna get well over
100 billion cubic feet. You can see that there’'s 100 tines the
infrastructure necessary to get that same 100 billion cubic feet
of gas if you use coal bed nmethane and the technology to get at
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it. And that’s not even to nention the concerns about getting
wat er problens because of the dewatering process but just the
sheer infrastructure because each one of these wells has to have
a road and has to have pipelines. And so, per well, we’'re just
not going to get enough gas out of each well to make it
sonething that’s in the state’s best interest unless we are
charging a lot of noney up front so | wuld |like to see higher
royal ti es and hi gher rents.

Anot her point that I'd like to nmake to support that is the Mat-
Su Borough has recently determi ned that over 12,000 private lots
have been |eased, excuse ne, 12,000 |ots have been |eased and
they have not all been private but a high percentage of them are
private land out there in the Valley. Over 12,000 of those lots
have been | eased under this program The assessed value — we all
know the assessed value is |low conpared to the appraised val ue
or fair market value — the assessed value of this property is
$235 million and Evergreen |eased those lands for $30,000 - 60
| eases at $500. O course they have to pay the yearly rent of $1
per acre per year but, essentially, what Evergreen got was $235
mllion worth of surface value for $30,000. That is a travesty
and that’s the kind of thing that we have to be able to | ook at
in the best interest finding to determ ne whether or not it is
in the best interest of the community or the state in general to
be leasing this land out because as property values go down in
the borough, it's going to quickly erase any kind of economc
gains that we can get from coal bed net hane.

| also think that there should be nore public comment period and
| understand that that would have to apply to the conventional
oil and gas too, if that were increased. | don’'t know if there’s
a way to break it out but | think because coal bed nethane can
happen in places where there are hones and nei ghborhoods that it
cannot hurt to increase the days that people have to comment. |
al so believe there should be higher bonding requirenents. There
is still only a $25,000 per incident bonding requirement in this
bill and that just doesn’'t cut it and there has to be a lot nore
put up by these conpanies. If they are so careful and they do it
right then they shouldn’t have any problem putting that noney

up.

There’s also a few things that really would never apply to
conventional gas, and I'm sure |I'’m not going to cover them all.
There has to be included sonehow in the analysis when a best
interest finding is done concerning coal bed nethane or shallow
gas, of course one of them was already nentioned by M. Mers
and that is the sane source drilling, which has occurred in the
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Lower 48 where shallow gas wells are drilled right into areas
where aquifers - where people get their water wells. Another
thing that can occur with conventional oil and gas, but it’s of
great concern to people about <coalbed nethane 1is nethane
seepage. It’s particularly a <concern in areas that have
fractured and tilted geology like we do out in the Sutton area
where basically you have thousands of comrunications to the
surface from deep bel ow because all of a sudden [indisc.] |ayers
have been tilted up so it’s not sedinentary |ayers way bel ow the
ground. And the nethane, once released, once the de-watering
process occurs, is [indisc.] into people’s wells and their hones
and other buildings. So, nethane seepage is sonething else that
|’ mhoping will be particularly anal yzed.

| also think that the concern about how much noney stays in the
state has got to be part of this best interest finding. R ght
now, the conpany that has nost of the leases in the Mat-Su area
is a conmpany that’'s based in Denver and they're going to be
taking 92 to 88 percent of the profit out of the state and that
has to be | ooked at because we are the owner state. W do have a
|l ot of natural resources. W want to nmake sure that we have a
good deal for the people of the state that if there is going to
be anything like this done, we’ve got to nmake sure that a | ot of
this noney stays in the state.

And another issue that | hope would be analyzed in the best
interest finding is how nuch infrastructure of ours do they use.
It’s clear that what happened here is sonebody swooped in and
| eased these areas where taxpayers like nyself maintain the
roads, rather than having to pay for those roads thensel ves. M.
Myers nentioned earlier how things are done on the North Slope
to mnimze the infrastructure because it’s costly. W’ ve
already got a lot of infrastructure and | hope that the inpact
on our infrastructure, including our public safety and our
energency services and our water supplies and sewer systens and
our roads are all taken into account when these kinds of things
are anticipated and anal yzed in residential areas.

In conclusion I'd just like to say that unfortunately this bil

admts all the faults of the original House Bill 394, which was
the original shallow gas program There are many and sone of
them were identified by M. Mers earlier. And it’s unfortunate
that this bill is not ainmed at really hel ping those people who
have been inpacted by those faults because it does not apply
retroactively. And it is amazing to ne that the drafting errors
of 394 were not found because it could have easily been witten
so that this kind of thing would have been precluded because
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everybody back in 1996 was tal king about rural areas and the
sloppy drafting of that bill has basically put wus in the
position now where we have to deal with a m stake that was nade
18 years ago and we are dealing with it in a big way and we’'re
not going to stop dealing with it until all these |eases are
rei ssued and then analyze those best interest findings. Thank
you.

CHAI R OGAN: Thank you M. Rose. Does anyone have any questions?
Hearing none, is there anybody else that’s not signed up on the
tel econference network that wi shes to testify? Hearing none, is
t here anybody here in the audience? W didn’'t have anybody sign
up to testify today. Is there anybody in the audience? M.

Myers, do you care to address us? W' Ill close public testinony
today however we’ll |eave the option open for, you know, future
work done on the bill and whatnot, for people to comrent. M.
Myers?

4:55 p.m

MR MYERS. M. Chair, | heard a lot of concerns over the
statenents made about the gas supply in Cook Inlet. 1 think
that’s, again, inportant to put in perspective. In the sanme way
1 trillion cubic feet - and, you know, that’s not an

unr easonabl e nunber for the Mat Valley part alone — needs to be
| ooked at as a significant amount of gas for the sane argunents
that you ve heard of - whether the Arctic National WIldlife
[ Refuge] replaces all of the potential Iranian or [lraqi] oil

You’' ve heard that argunment and you heard it’s only a six-nonth
supply. There is no single point source that magically supplies

the energy needs. Certainly if there were a trillion cubic feet,
it would be a huge boost to the energy supplies. As to the issue
of replacing those supplies - using those supplies only

donestically, that’s not our right to dictate. We can’t dictate
that the gas the | essees have doesn’t go to Agriumor it doesn’t
go to the LNG export plant. That is the right of the |essee; a
contract right to sell their gas where they think s
appropriate. So again, we don’'t control that distribution of gas
in government. That’'s a |essee contract right. They wll review
the LNG export license in 2009 but that's really the
determnation [indisc.] made. So from that perspective, an
addi ti onal 40 bcf per year would be substantial.

As for North Slope gas, first of all, we’re in the process under
the Stranded Gas Act of negotiating with separate entities. |
cannot guarantee you we're going to end up with a successful
project at the end of the day. | cannot guarantee that if we had
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a successful project, the project will end up with export of gas
to Southcentral Al aska. That is an unknown, which we’ re working
hard to achieve but we sinply cannot count on that. So, again,
you' re |ooking at hypothetical resources but certainly the
distribution and placenment of that gas ultimately controls how
and where it gets used. And again, | think as you heard one of
the first gentlenen testify, maybe Enstar for a small nunber of
consuners won’'t extend their pipeline systembut if that coal bed
gas is produced in that local area, it’s generally alnost pure
met hane. It generally takes very little conditioning. It’s very
likely that that gas would be used locally. It makes the nost
sense that another local distribution conpany would take over
and provide that service in that area and it would be the nost
econonm ¢ nmarket because it would have the |owest transportation
costs. So, again, | think it’'s very probable that you would see
the gas used in the local area as the best and highest value
mar ket for that production conpany and, secondly, it wouldn't
necessarily have to be Enstar.

CHAI R OGAN: Thank you. Senat or Wagoner had sone questions.

SENATOR WAGONER: While you're there I'’m glad you addressed that.
| was going to say sonething before the neeting was over just so
there’s no msunderstanding. Wiy don’t you explain to these
folks that are listening in the breakdown of the gas that Agrium
gets and where it conmes from and what percentage is the state
required — what prices on the price structure.

MR. MYERS: Senator \Wagoner, through the <chair, the third
breakdown is approximately correct. O <course it’'s |ess now,
significantly less from the Agrium side. Agrium buys its gas
t hrough contract relationships. The state royalty share is kept
in-value as a proportion, typically 12 % percent of that gas
going to the market. The gas you say is |ow subsidized is not at
all. That is gas that — another way to look at it Agrium paid
for it in advance when they bought the plant. They bought the
plant from Unocal with a guarantee of supply from certain | eases
at a price. But that price, the value of that gas, versus the
value of the gas in the market in the future, was included in
that sales price. So it’'s like they prepaid at the punp for part
of that gas, is a way to look at it, or at least part of the
price of that gas, and then they were guaranteed a certain price
fromgas fromthose | eases.

Any future gas — Agrium — they have to go to the market |ike

anyone else, go out to the lessees and try to buy it and they' re
buying it on an as-needed basis from folks. They try to buy it
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as cheaply as possible because the financial condition of the
fertilizer plant can’'t pay the full market value because they
can't pass the price on directly as a residential or a
commercial gas consunmer could. So they end up inherently being
the lower end of the market with the LNG market falling between
the new Enstar type contract and the Agrium But, it’'s a free
mar ket system we operate on. Those | essees are entitled to sel
their gas. The state can use its royalty gas but it’'s only 12 %
percent of that gas so it’s not the bul k of that supply.

CHAI R OGAN. Thank you M. Mers. One of the concerns | have is
some of the speculation that’'s gone on with the existing |easing
program and sone of the areas that were |leased with virtually
little to no econom c resource there, you know, Lazy Mountain.
|’ve been all over Lazy Muntain with the geol ogists and found
out | have a fault directly behind nmy house. That was good news.
The nice little canyon |I have that provides ny view — | could
end up at the bottomof it one of these days. But, in fact, |’'ve
been told that it will be used if there’s a gas seep test -
nmet hane seeping test that they Il wuse Lazy Muntain as the
basel i ne because there’'s not coal up there so - and other areas
have trenmendous anount of overburden. And you're a Ph.D. in
geol ogy, correct?

MR. MYERS: Yes, M. Chairnan.

CHAIR OGAN. There’'s a lot of overburden in Sutton and, you know,
obviously the geology uplifts where the coals are and surfaces
and daylights, but in Sutton proper, in downtown Sutton and
where nost of the people live, there’ s thousands of — mllions
of years of overburden and gl acial junk, boulders and all kinds
of things dunped there. So there were some concerns about how we
address the leases that are already issued and those are very
| egitimate concerns. Sone of them aren’t econom c and never wl|
be. Is there a way that we can work on a bill so that at the end
of that |ease cycle if they re uneconom c or the geology is poor
that we can — you have sone authority or there’ s sone notivation
for the lessee to give them back to the state? And then
obviously, if it’'s a best interest finding deal you'll |ook at
the geology to see if there's anything there worth |easing but
do you care to comrent on that?

MR. MYERS. Yes | would, M. Chairman. | think when you step back
and | ook at the bigger perspective historically, no matter which
| easing program - npbst | eases never get an exploration well. O
those that get an exploration well, the majority of those |eases
never see production because it’s a risky business. So we | ook
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historically that, under this program our expectation is that

nost of those leases will never see exploration drilling, |et
al one devel opnent drilling. That’'s just historical fact. So, as
those | eases — those are 3-year |eases, as those |eases expire
under this bill, they <could only be reoffered under an

exploration license or as part of a conpetitive areaw de sale so
the public process the folks are saying won’t affect them wll
affect them So the expectation is the mgjority of the area of
the Valley at the end of the day would fall wunder these
progranms. And actually a nmajority of the area currently in the
Pi oneer Unit, where sone of the coal bed pilots are going on, are
Wi thin a conventional oil and gas area with a finding and within
an existing unit. Once the unit is fornmed, if a unit is forned,
then there has to be a plan of developnent. If the plan of
devel opnent isn’'t net, acreage contracts out of that unit.

So, you will see either successful developnent and right now
there are many areas of the Valley that do not |ook, based on
the pilot work done, do not |ook commercially viable for coal bed

nmet hane that those |leases will contract out. And in the case of
the shall ow gas | eases, under this bill they would not be re-Iet
or you could not reapply for a new | ease application. So by and
| arge, your bill ~corrects, | think, for the nost part a
successful mechanism to convert those areas into an area with a
finding and that’s the process you'll see.

Now there is the director’s ability, the discretion, to extend
those | eases three years but you have to see positive novenent
toward devel opnment and, if the legislature wanted to they could
restrict — right now the discretion is pretty |oosely defined.
They could restrict nmy authority through DNR to extend those
| eases and then coul d descri be those circunstances.

5:05 p.m

CHAIR OGAN. COkay, and one of the other things was the fiscal
note but maybe | could hit on one thing. So, in your opinion,

many of these leases, and | know it’s probably inpossible to
tell how many, wll probably go back within - so they ve been
| eased about year now or a little bit less, so wthin tw years
a lot of these |eases will be off the table.

MR MYERS: M. Chairman, that’s what | believe unless we see
activity. Drilling activity takes tinme to do. Then you' d also

want to be able to test and evaluate and that takes tine. So,
given that, a three-year lease is a very short tine to use
unl ess you see early devel opnment activity, you re probably not
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likely to see it with this particular type of |ease. Folks could
ask to expand units. Then they would need an organized plan for
devel opment as well. So, again, ny belief is that nost of these
shall ow gas |leases will go away. And, in fact, you ve seen that
process. W had a whole bunch of |eases applied for in the Big
Delta area in the Fairbanks area and many of those |eases were
not accepted so there is a high probability, a high rate
hi storically, of turnover of these |leases. And, quite honestly,
you nentioned there — | believe a lot of them were bought for
specul ati on.

CHAIR OGAN: Yea. I'’m going to hit on two other things while we
have your expertise here. HS - there was a rather scathing
article in one of the papers that tal ked about hydrochloric acid
gas and this person enphatically stated that coal bed nethane
conpani es, and they naned one in particular, uses hydrochloric
acid gas to enhance production of coalbed nethane and that in
the town that they lived in nine people were killed by this gas
that slipped out in the mddle of the night and people were
killed in their beds and, you know, there were bodies in the
yard and, you know, really put the fear of God in a lot of
peopl e about living next to anything related to this stuff. |
did sonme research on it and found out which well it was. The
incident did indeed happen and it wasn’t hydrochloric acid gas,
it was hydrogen sulfide. | think the source of that fear was the
fact that the conpany announced that they used hydrochloric acid
to wash the cenment out of the casing. So, maybe it would be two
things — what’'s the hydrochloric acid wused [for] and what
happens to it when they put it down hole. Is there such a thing
as hydrochloric acid gas and tal k about what the actual thing,
HS, hydrogen sulfide, actually is and does and whether or not
it’s associated with Cook Inlet and coal bed nethane at all.

MR MERS: M. Chairman, the hydrochloric acid is wused to
di ssol ve out sone of the cenent that’s in there. When they dril

a well, they punp cenent down the outside of the well casing to
cenent it in and separate it from the zone - from the
surrounding rock layers and so there’'s a pipe laid — multiple

| ayers actually, of pipe laid down in various stages down to the
produci ng zone. That pipe then is cenented into the surrounding
ground so there’s no way for fluid to escape around the pipe on
the outside of the pipe. Then when they want to get the coal
open to production, they use what’'s called a perforation gun
They bring a device down there that shoots holes into the
casing. At the same tinme they mght then — later they cone in
and they fracture the rock. They bring in sand grains down and
put themin a slurry under high pressure to fracture the holes.
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In order to clean up — again, when they perforate, they shoot
the cement guns through the pipe through the cenent. In order to
cl ean those holes up they will put in very dilute — it’s usually
10 percent or 10 [indisc.- nolal] hydrochloric acid. It’s very
dilute. What that does is it dissolves out the cenent and it is

very quickly neutralized under that. It’s the sane thing a
geol ogi st uses in an outcrop with a bottle to see if the rocks
contain calcium carbonate. Cenent IS basically cal cium

carbonate, as is linmestone and other rock types. So, it’s very
dilute hydrochloric acid. It’s alnost imediately neutralized
and it’s used in relatively snmall quantities.

So that’s totally separate — that process is totally separate
from the process that produces H,S or sulfuric acid. That is in
certain types of <crude oils. Through biodegradation you can
create sulfuric acid. Sulfuric acid is a deadly poison. It
actually occurs on the North Slope in a few cases - in the
Li sbourne formation in particular. | think it is extrenely rare
in Cook Inlet and | think it’'s very unlikely to encounter in
Cook Inlet Basin generally and specifically in the shallow
coal bed nethane section. Wien they drill, the equipnent has to
have, if there’s any chance of encountering, equipnent to
nmonitor for sulfuric acid. Again, it's very deadly. It can kil
—-it’s a pretty dense gas and <can Kkill in pretty snal
guantities. So it is a hazard but it is a hazard that has to be
taken into account for conventional oil and gas in particular
and particularly in the North Slope or in areas where there
mght be what’s called sour <crude and there’'s specific
noni toring equi pment on the rigs to handle it.

CHAIR OGAN. But, people I've talked to in the industry and
regul ators from other states to the best of ny know edge have
never heard of hydrogen sulfide being associated with coal bed
net hane and shal | ow gas.

MR MYERS: M. Chairman, |'mnot aware of it either at all.

CHAIR OGAN. | just wanted to put that on the record in case
anyone was curious. Anything el se? Senator Seekins?

SENATOR SEEKINS: Let ne clarify in ny mnd — M. Mers you said
sonet hing about the findings already being available or having
been conpleted in certain of these areas. Are you tal king — what
kind of findings particularly are you |ooking at? These are best
i nterest findings?
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MR. MYERS: Senator Seekins, through the chair, yes and in part
of the Mat Valley there was a best interest finding done because
the |eases actually Evergreen owns are part of a conventional
oil and gas unit. Again, those |eases were |eased back, npbst of
them over 10 years ago so it’s on an earlier best interest
finding. But, then, in the northern part of the wunit, the
northern part just north of the Pioneer Unit, north of Wasilla,
there are additional shallow gas |eases that were not part of
the best interest finding. So it’s a mxture. The current best
interest finding did not — the area considered did not go as far
south as Honer. It sort of just [indisc.] a point area. South of
that was not considered in the finding so no decision was made -
determ nation of leasing and no finding down in that area. The
process of Ilimting the area in the best interest finding
created an opportunity in the shallow gas leasing to |ease
everything outside of that area so in the Mat Valley we have
sone part of the area under the best interest finding, sonme not.

SENATOR SEEKINS: M. Chairman?

CHAI R OGAN: Senat or Seeki ns.

SENATOR SEEKINS: When the state |looks at this resource and
considers it in terms of potential incone, and maybe this goes
to the heart of the question on the fiscal note, what’'s the

greatest potential - the |ease incone or royalty inconme?

MR. MYERS: Senator Seekins, through the chair, royalty incone
far exceeds the potential value of the initial bonus bids and

the rentals historically. O the $1.3 billion collected |ast
year on the royalty side — royalties, bonuses and | eases, the
majority of that, well over $1 billion, was on the royalty side.

What you really want is the production. The advantage of the
conpetitive process though is you get the highest value for the
| ease at the tinme of |easing because you get the nost optimstic
person. | should back off. Wen fol ks do geol ogic assessnents,
they vary based on the quantity of data.... [END OF TAPE]

TAPE 04- 15, SIDE A

5:13 p.m

MR. MYERS. In that case, the one who sees it is going to pay
nore for that |ease than soneone who assesses there is any |ess
potential . It’s a function of the data; it’s a function of the

interpreters. The advantage of the conpetitive process though
is you generally - you always get the bidder who has the nost
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optimstic view. So that puts, nore, so we'd expect to see
significantly nore dollars bid up-front than you would under a
straight filing fee type system

CHAIR OGAN: That’'s a zero fiscal note, right?

MR. MYERS: Yes, the zero fiscal note actually is indetermnate

positive. There are two aspects. WII this cost us nore to
admnister? Are there, basically nore admnistrative costs wth
this? | think given the time and the effort put into the

process in the Valley, given the effort dealing with folks with
the speculative l|eases, that didn't take them doing all the
title work for that. Wth the best-interest finding, it’s a |ot
of work, but it’s probably no nore work than we’ve done with the
conventional shallow gas program So | don’t think our finding
or up-front costs are going to be substantially nore than we’ve
historically seen on the revenue generation side because of the
conpetitive nature of the process. W would see a higher bonus,

we believe, for those leases. If there is both conventional and
non-conventi onal gas potential, the rentals would be higher than
under the coal bed program So there is additional revenue
t here. And then finally, if the [indisc.] gas, the royalty
rates wll be the sane. W also think ultimately, this wll

accelerate the opportunity for devel opnment by true operators and
limt speculation, bringing in nore noney as well.

SENATOR SEEKINS: Whuld you believe that a great nunmber of these
| eases that are out there, and we talk in terns of the huge
anount of acreage that's around it, nost of that 1is just
speculative to try to — they don't really have an idea that
there’s a great gas deposit there, but there just mght be, so
we'll tie it up for a little while, and hopefully sonebody el se
will find something that will benefit us?

MR MYERS:. |If | look at the majority of shallow gas | eases, the
fol ks purchasing them are not traditional oil and gas operators.
They’ ve been fol ks doing exactly, buying the |ease and hoping to

sell them to sonmeone else for wuplifted value or percent of
production of it occurs. So we have seen a trenmendous anount of
specul ation under the program | think there are a |lot of folks

buying | eases without a |ot of background in geology, wthout a
| ot of expertise, and just buying on the hope that they may be
right. Buying in proximty to other |eases w thout doing nuch
assessnment work. Generally conpanies wll do, have done
assessnment work and they buy it at |east on a geologic concept
or pattern. Here we approach folks who could afford the $500
and who just thought, “I1’Il take the risk and if | can turn it
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to soneone else, maybe | can.” So it’s highly likely that many
of these were bought in areas that don’t have a |ot of geologic
potential .

SENATOR SEEKINS: |If title conpanies have a requirement to
register on their title report, or report on their title report
if there is a subsurface | ease on the |and.

MR MYERS: | believe there is no requirenent. There is no
single recording office either, for this information. | think
again, that a diligent title conpany ought to have checked with
DNR, would find out where and why we don’t have |eases applied
for, or in issuance. | can’t speak to the fact that realtors
would or wouldn’t do that. | don't think they're required to.
| would like to address the issue even of surface ownership.
The title is not required to be recorded in Alaska, for |and
ownership, a title transfer. In sone cases we have tax records.
When fol ks ask us to notify the folks, we notify a resident who
lives there or the absentee |andlord who owns the property or

whi ch owner has 20 percent or 30 percent of the property. So
you can see the issue of trying to actually notify the surface
| andowners in all cases. How do we do it? Do we send a
certified letter to the tax owner, which again, my not be the
person actually living on or owning the property. How current
are the records? In unorganized boroughs, there aren't really

even tax records. So we have a trenmendous problemin the state
of not having adequate or accurate data to notify surface
owners. That’s one of the reasons we don’'t do it. And the cost
is probably $1 per mailing, as well. Effectively, this is a
very difficult process. As an alternative, we notify anyone
[who] sends in a request to DNR, to be notified for actions in
their area. W're totally willing to do it, but we have to rely
on sone voluntary conpliance by the folks to let us know, “Hey
this is where |I live and if there is anything happening in ny
area, let nme know.”

SENATOR SEEKI NS: Any lack of notification, or in a title
report, is not at the fault of the state because it’s not
required, and it’s just something that you would hope that a
title conpany would exercise the due diligence to check with you
guys before they issued the report.

MR, MYERS: Senat or Seekins, that's exactly right. Also in the
Val l ey, for instance, less than half the subsurface of the state
is owmed by the state. If it’s private parties, we have no
record of it as well.
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CHAIR OGAN: | want to state, for the record, that when | bought
ny property, | was inforned and very aware that | was only
buying the surface rights and renenbers thinking that nobody
will drill a well or [indisc.] gold m ne under ny property, so,
maybe it was naive thinking at the tinme, but I was aware that |
wasn’t buying the subsurface. | think nore people are aware
today, so we can thank this issue for educating the fol ks, for
better or for worse. Thank you very much.

ANNOUNCEMENTS

CHAI R  OGAN: There will be a very interesting neeting on
Wednesday; [M dAnmerican] will be here presenting, from 3:30 -
5:00. So stay tuned and don’t touch that dial.

ADJ QURNVENT

CHAI R OGAN adj ourned the neeting at 5:15 p.m
#
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