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PCSI TI ON STATEMENT: Spoke as the sponsor of SB 171.

ACTI ON NARRATI VE

COCHAIR KURT OLSON called the House Community and Regional
Affairs Standing Comrittee neeting to order at 8:06:01 AM
Representatives O son, Thomas, Kott, LeDoux, Neuman, and C ssna
were present at the call to order. Representati ve Sal non
arrived as the neeting was in progress. Also in attendance were
Representative Joul e and Senator d son.

SB 171-NPR-A COWUNI TY GRANT PROGRAM

8:06: 29 AM

CO CHAIR COLSON announced that the only order of business would
be CS FOR SENATE BILL NO 171(FIN) (efd fld), "An Act anending
the National Petroleum Reserve - Alaska special revenue fund;
and establishing the Special Legislative Gl and Gas NPR-A
Devel opnent | npact Review Conmttee and defining its powers and
duties.”

8:06: 50 AM

AL CLOUGH, Deputy Comm ssioner, Ofice of the Comm ssioner,
Department of Commerce, Community, & Economic Devel opnent
(DCCED), pointed out that the conmttee packet should include a
docunment that responds to the questions asked at the prior
hearing of SB 171. He highlighted that the document provides a
table that outlines the Tongass National Forest receipts to the

state between fiscal years (FY) 01 and O06. The docunment al so
specifies the anobunt of general funds (GF) that were provided to
the North Slope Borough communities between 2000-2006. \V/ g

Clough turned to the question as to why funds from the Tongass
National Forest receipts weren't placed in the permanent fund.
To that, he explained that the federal law that distributes the
Tongass National Forest receipts is fairly specific in regard to
the distribution of those funds. He then cautioned the
committee when reviewing the data set for capital projects for
the North Slope Borough communities and indicated the need to
review it in its totality. Department staff are working to
provide a nore detailed spreadsheet, which it hopes to provide
to nenbers by the end of the week. He highlighted that there
are a nunber of funding sources other than NPR-A nonies that go
to the North Slope conmunities. The data provided to the
commttee today, he explained, attenpts to capture the non NPR-A
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noni es. However, sone of the funds include nonies from various
ot her progranms, such as the safe communities and tenporary
physical relief nonies. The data provided to the commttee at
this point relates the total state dollars wthout including the
pass through federal dollars.

8:10:11 AM

MR. CLOUGH opined that the NPR-A program has been a difficult
program for DCCED to adm nister over the years. He further
opined that DCCED staff has attenpted to perform their job
consistent with the law and regulations and nake the program

wor k. In fact, the departnent has made internal changes in
order to have a better program that provides better support to
the communities. He informed the committee that departnent
staff become frustrated wth regard to the definition of
"I npact . " To that end, the departnent welcones |egislative
i nput/guidance wth regard to what ~constitutes "inpact,"

al t hough the departnment believes that the administration of this
program should remain an executive branch function w thin DCCED
rather than be noved to the legislative branch through the
proposed legislative conmttee. He suggested that perhaps
| egislative guidance with regard to participation of those
departnments in the review process woul d be beneficial.

8:13: 52 AM

REPRESENTATI VE LEDOUX asked if DCCED adm nisters the grants for
t he Tongass National Forest receipts.

MR. CLOUGH replied no, and explained that those are pass through
formul a-based funds to the conmunities. He |ikened those to
state revenue sharing and safe community funding. In further
response to Representative LeDoux, M. Cough confirnmed that
it's not based on individual grants.

8:14:32 AM

CO- CHAIR THOVAS recalled that |ast year there was a handling fee
charged for the DCCED process, which was basically to cut a
check. Therefore, he asked if the departnent charges any
handling fees for the Tongass National Forest or NPR-A receipts.

MR. CLOUGH replied no for NPR-A receipts, and offered to check
on that in regard to the Tongass National Forest receipts.
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CO- CHAIR THOVAS recalled the Exxon Valdez oil spill and the
inmpact it had on the entire fishing industry. He questioned how
one can define "inpact."

8:17: 08 AM

REPRESENTATI VE NEUMAN recalled the situation in which an
operating grant for a cultural center was approved in 2002,
al t hough the center was never built.

8:18: 03 AM

JO GROVE, Grants Manager, Fairbanks Ofice, Ofice of Comunity
Advocacy, Depar t ment of Conmer ce, Communi ty, & Econom c
Devel opnent (DCCED), related her understanding that a grant was
awarded to build a cultural center that was never built for

vari ous reasons. That sanme year a grant was awarded for
operation of a new facility. However, she highlighted that no
funds were expended for that cultural center. In fact, those

funds were allocated el sewhere to help nmaintain and operate an
existing part of city offices in the same comunity.

REPRESENTATI VE NEUMAN recalled his conversation with folks in
the area of the proposed cultural center who believe those funds
were distributed to hook up natural gas to residents in another
ar ea. He then turned to the changes in the admnistration and
inquired as to how those inpact the oversight of the program

M5. GROVE clarified that she was not responsible for the
adm nistration of the NPR-A program when the cultural center
request was approved, although the adm nistration of the NPR-A

program has cone to be her responsibility. She then inforned
the commttee that she has worked wth the departnent in
adm nistering grant prograns for alnost 30 years. Ms. G ove

hi ghlighted that the departnent has nany systens in place to
ensure accountability and has made many significant inprovenents
over the past few years in identifying accountability issues and
working with the staff of the conmmunities that receive these
proj ects. She further highlighted that departnent staff
regularly visit these communities and review the facilities that
are being operated with or nmintained by these funds. M. Gove
pointed out that these projects are cost reinbursable and thus
comunities must submt all financial records for review prior
to any paynent. Although the aforenmentioned doesn't ensure 100
percent accountability, it certainly hel ps, she said.

8:22:13 AM
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REPRESENTATI VE ClI SSNA asked if the funding for the cultural
center was actually ever used for sonething different.

M5. GROVE answered that to her know edge those funds were
reprogrammed to benefit the conmmunity in order to support
existing city offices, a portion of which is a cultural center.

8:23:13 AM

REPRESENTATI VE LEDOUX asked if |egislative oversight as proposed
in SB 171 has ever occurr ed.

M5. GROVE replied not to her know edge.
8:23:56 AM

COCHAIR OLSON inquired as to the changes the departnent has
made in the last couple of years that would address the
sponsor's concerns.

M5. GROVE answered that there are very detailed grant agreenents
outlining all of the responsibilities of the grantees, including
i nsurance, accounting records, and reporting requirenents. In
fact, the department is in the progress of inproving the
progress reporting in order to obtain nore detail to address
sonme of the concerns that have been raised. Furt hernore, the
departnment has nmade it a point to visit sone of the communities
nore frequently, although travel expenses are a chall enge. She
informed the conmttee that at |east once a year the departnent
conducts workshops on the program to which the North Slope
communities are invited. In further response to Co-Chair d son

Ms. G ove related that those neetings are generally conducted in
Bar r ow.

MR. CLOUGH rel ayed that one of the first changes was to host the
af orenenti oned neetings within the region inpacted rather than
Anchor age.
8:26: 38 AM

EDWARD | TTA, Mayor, North Slope Borough, paraphrased from the
following witten testinony [original punctuation provided]:

Now that you've had a chance to hear the sponsor and

the Administration talk about SB 171's proposed
changes to the NPR-A Inmpact Ad Gant Program |
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appreciate this opportunity for people from the NPR-A
communities to tell you what it's like in the places
that are directly affected by industry activity.

As you know, the NPR-A grant program was born 25 years
ago after these petroleum reserve lands were
transferred from the Navy to the Departnment of
Interior wth the intent of pursuing comercial
devel opnent . Senator Stevens was aware that activity
in NPR-A had already caused a lot of inpacts in the
| ocal comunities, and he wanted them to receive a
healthy share of the non-federal revenues from
devel opnent . It wasn't Senator Stevens' desire to
wap these villages up in conplex argunments about what
constitutes a direct inmpact or an indirect inpact.
That is a recent invention by this bill"'s sponsor.

Senator Stevens' intention - as it was expressed in
the federal law that created the program - was pretty
si npl e. He recognized that comunity inpacts had
occurred in the past and would occur in the future
He knew that these lands were the nost inportant
subsi stence territory for the mgjority of North Slope
resi dents. And he wanted the inpacted communities to
receive benefits at a level that corresponds to
devel opnent .

The obvious and sinple way to do that - as it was
established in the federal law - is to let inpact aid
rise and fall with revenues. The revenue |evels would
give a general indication of current and future
activity, and a general indication of inpacts. The
impact aid program would give communities a way to
respond and to prepare for the increasing |evel of
i mpacts that were |likely to occur.

And that is exactly what is happening. From 1987-
1995, there was sone revenue generated from existing
| eases, then it went quiet for a few years before the
big sales in 1999, 2002 and 2004 took place.

Suddenly, nore than 2.8 mllion acres are |eased, and
with the price of oil up so high, the industry is
real ly eager. There will also be a |lease sale later

this year that offers the area north of Teshekpuk Lake
for the first tinme.
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If you want to talk about inpacts to the comunities,
Teshekpuk Lake is a good place to start. That area is
a tremendous magnet for waterfow of all kinds, as a
nesting and nolting area. Birds cone from thousands
of mles away in the spring. The Teshekpuk caribou
herd is also based there, migrating in and out through
a narrow neck of |and between the eastern edge of the
| ake and the ocean.

In terns of subsistence, the Teshekpuk area is the
focal point of the whole region and all four of our
NPR-A  communities har vest from these wldlife
popul ations while they are in the Teshekpuk region or
during their mgratory travels. If you want to make
peopl e nervous on the North Slope, just tell them that
the industry is gearing up to nove into the Teshekpuk
area, especially the nost sensitive area north of the
| ake, where the greatest concentrations of wldlife
are found.

Well, that is exactly what we were told by BLM [ Bureau
of Land Managenent] when they released their Record of
Deci sion on Northeast NPR-A | ast nonth.

| bring this up because it is a good illustration of
the way that inpacts can take effect. Wen you are a
subsi stence hunter, you don't need an oil rig next to
your canpsite before there's an inpact. You don't

need a rig or a road or a seismc crew. For sone of
the nost serious inpacts, all you need is a threat.

The area around Teshekpuk Lake - especially on the
north side of it - is a subsistence breadbasket. Wen
| talk to people in the villages and Barrow, the idea
that those lands are about to be leased isn't just a
pi ece of worrisonme news. It hits themin the stomach

It is a threat to their culture, because it is a
threat to activities at the core of their culture. I
think you understand that this is not just about
hunti ng. It's about preserving the activities that
make our culture possible. For the Native people up
north, the new threat around Teshekpuk Lake is one
nore threat to the continuation of their culture.

So people in all of the NPR-A comunities are
experiencing a new i npact - before the ground has even
been | eased. That is the nature of inpacts in a
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cross-cultural situation. They are not always easy to
understand or even identify, because they are created
in the context of one culture and received in the

context of another culture. The nore you try to tie
specific actions to specific effects, the nore you
wll mss sone of the nost profound inpacts. These

are the ones that conme from a feeling deep inside our
people that their traditional hunting grounds are
gradual |y being taken away for another use, a use that
will disrupt the wildlife we depend on. Di srupting
the wildlife disrupts the people. And while it takes
time to figure out how nuch the wildlife are affected,
it doesn't take any tine for people to feel worried
and threatened and stressed.

8:34: 09 AM
MAYOR | TTA conti nued:

That's why the villages apply for youth prograns and

recreation facilities. They are trying to create
alternative activities for kids in a culture that is
under stress. They apply for school counselors and

anti-drug prograns, because they're trying to head off
sone of the only source of stress on our kids and
conmuni ti es. But it is one source, and with BLMs
decision to open up the Teshekpuk Iands that have
al ways been protected, it is a lot bigger source of
stress than it used to be. Villages trying to create
alternative prograns in a comunity that is stressed
and head off when culture feels it's wunder siege.
NPR-A is clearly not the only source of stress on our
kids and communities. But it is one source, and with
BLMs decision to open up the Teshekpuk I|ands that
have al ways been protected, it is a |ot bigger source
of stress than it used to be.

| think this kind of w despread social inpact that is
hard to get your arms around - and hard to quantify -

was anticipated by the federal law. It is the kind of
i npact that stays under the radar, but it is real and
very di sturbing. It's the undercurrent that affects
everyone, while the nore obvious inpacts affect one
village nore than another. Nuigqsut is in the eye of
the storm now, but it was a quiet village ten years
ago. Wainwight is still a pretty quiet village, but

they feel this undercurrent, this fundanental shift in
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| and use priorities. They go to the BLM neetings and
see maps of the 2.8 mllion acres that have been
| eased for exploration in the hunting grounds.
Devel opnent starts on the drawing board, not on the
drill rig, and so do inpacts.

The people of Wainwight and Atqasuk and Barrow and
Nui gsut see what's comng across the Colville River.
VWhat's comng is a seismc shock to their subsistence
view of the world. They've heard that there m ght be

ten billion barrels wunder there. For sonmeone who
depends on a very different use of that land, it
creates a real inpact, and that inpact is directly
tied to developnent. And |like any social or cultura
impact, it's very hard to show a direct cause-and-

ef fect |ink.

| believe that is why the federal |law | eaves a |ot of
latitude in its approach to inpact aid. Sure, there
have to be guidelines and a denonstration of inpact.
Maybe we haven't always done the best possible job of
communi cating these inpacts. But we are nmaking
progress on that. The DCED staff congratul ated our
grants people in this last round of applications; they
said our inpact justifications were nuch stronger than
in the past.

It's very hard to prove a direct link between a
seismic crew marching across the tundra and a change
in the behavior of animals or humans in the area. W
can't do it, and the Legislature can't do it. And yet
that is the kind of hard-wired relationship between
activities and inpacts that the sponsor of this bil
wants to require. If that's what he wants, then his
argunment is not wth us, and it is not wth the
program as it operates now. Hs argunment is wth the
federal law that provides this noney in the first
pl ace. H s argunent is with Senator Stevens, who saw
the need for inpact assistance at the local |evel and
created the program

8:38: 40 AM
MAYOR | TTA conti nued:

So |I believe that sone of the nobst profound inpacts
are these very subtle changes in the mnds and hearts
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of our people as they see the industry march to the
west across the breadbasket of their traditional
| ands. There are plenty of smaller, everyday inpacts
t 0o. They happen so often that we don't even think
about them They mght be incidents where we are
called on to help the industry. We respond w thout
t hi nking about it, because that's what you do when
sonmeone is in trouble in the Arctic. Qur Search and
Rescue departnent has flown 200 mles out to sea to
Medi vac sonmeone from a seismc ship. W fly Medivac
to renote industry canpsites to pick up sick or
i njured workers. It's happened several tinmes in the
past few nonths. In fact, just last week our
energency response team saved the Ilife of an oil
wor ker who had both legs trapped in an augur at a
renote drilling site. He didn't conme out of it so
good, but he's still alive, and it's because we are
the first responder on the Sl ope. Not the state or
the feds or the industry. In fact, some of the
i fesaving equi pnent that was used in this rescue was
paid for by an NPR A grant. You won't hear about
grants like that when you're listening to the bill"'s
sponsor. That's because they are part of the success
of the NPR-A grant program

One of the nobst dramatic imges of an NPR- A inpact

that you' Il ever see is in one of the packets you have
on your desk. It's the booklet of photos called
“"North Slope Borough Inpacts from GOl and Gas
Devel opnent." There should be a flagged page, and if
you | ook at that page and the one after it, you'll see
a photo taken in NPR-A |ast fall. It shows a nassive

anount of equipnment and noveable facilities in a
staging area at Cape Sinpson. Next to that city of
equi pnent is what |ooks |like a tiny shack. And that's
what it is - it's a subsistence cabin that marks a
hunting area used by a Barrow famly for generations.
Hundreds of cabins like this dot the tundra in NPR-A.
Many are on Native allotnments that belong to famlies
fromevery NPR-A community. So the next tine sonmebody
tries to tell you how far away sonme of these
communities are from Alpine, renenber this picture.
It's quite a way from Alpine too, but it's very close
to where lots or our famlies go every sunmer to spend
time on the tundra and hunt and fish and canp.
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From the sponsor's presentation on SB 171, you aren't
getting a true picture of what's happening in NPR A
You're not hearing what the real inpacts are, and
you're not learning about the vast nmmjority of
successful grants that have nade this program a
success. You're being led to believe that hundreds of
t housands of dollars have been sent to conmunities,
where they are pocketed without living up to the grant

condi ti ons. | didn't hear the sponsor nention one
very inportant thing about all NPR-A grants. And that
is that these grants are not funded up front. They
are reinbursable, so it's not State dollars at risk if
there is poor performance. It's local dollars. | f

the communities can't show the Departnment legitimate
expenses, they don't get the grant noney. That sounds
i ke pretty good accountability to mne.

8:43:13 AM

MAYOR | TTA conti nued:

So what is this bill really about? |It's about fixing
the program ... fixing the program so that very little
aid ends up going to the conmunities. The real intent
of this bill is to make a political football out of
the inpact aid program It's a two-step process.
First, you take decision-nmaking away from the
adm nistrative branch - where decision-making for

every other state grant program exists. You nove the
grant reviewng, scoring and awarding process away
from the professionals who do this work every day and
into the political real mof the Legislature.

Second, you ratchet down hard on this slippery concept
of i npacts. What you end up with is a really tough
task for a revolving group of ©people who are
appropriately focused on politics and finances, and
have plenty of ideas for other ways to use that noney.
It's a setup for decisions based on politics, not on
the subtleties of inpacts or federal intent.

The bill creates a tinetable for dealing wth these
grant applications that adds to the problem Thi s
timetable forces you to review and score and award a
bunch of grants in the mdst of the Ilegislative
sessi on. Does the Legislature really want to be
dealing with village grant applications during the
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session when you've got things like PPT [petroleum
production tax] on your plate? And do you really
think this wll yield  better, nore  thoughtful
decisions? | think your best bet is to work with the
departnment and wth us to nmake the program stronger,
not to gut it.

|"m sure there are ways to inprove the program Sone
of them are already being put in place. But the
approach outlined in Senate Bill 171 is overkill. Al
we're asking of the Legislature is to preserve a fair,
non-political process, and you don't get that by
taking the grant professionals out of the picture, the
same kind of professionals that you trust with every
other state grant program It just doesn't nmake
sense.

It is inportant to note that SB 171 does not provide
any new definitions or guidelines for judging inpacts.
| t only changes who is reviewing the grant
appl i cati ons. | think you can see how this would add
to our concerns that this bill doesn't nmake anything
nore fair or nore open. If the Legislature wants to
set up a special subconmttee to review these inpact
aid grants, it doesn't take a |egislative change. A
subconmittee was formed in Senate Finance | ast year.

If legislators are just worried that these communities
m ght be getting too nuch noney, the situation my
resolve itself wthout any |egislative action. The
f eder al energy bill passed last year gives the
Secretary of the Interior the authority to reduce or
elimnate any and all bonus or |ease paynents on
devel opment in NPR-A.  That would deprive the State as
well as the local communities, so mybe what we should
be doing here is working together to protect revenues.

W have plenty of reasons to work together on al
ki nds of resource devel opnent issues. The North Slope
Borough has been a nmjor supporter of onshore oil and
gas for years. W have sent sonme of the nost
effective foot soldiers to work the halls of Congress
on opening ANAR [Arctic National WIldlife Refuge]. At
times, we have cooperated with industry w shes on the
North Sl ope, even when our heart told us not to. | f
you |l ook at the record, you'll see that we have tried
to be strong partners for responsible devel opnent.
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What do we get in return? In recent years, it seens
like we've been faced with a flurry of bills like this
- bills that are nothing nore than a thinly-veiled
attenpt to punish us for living on the North Sl ope,
and for receiving benefits at the sanme tinme as we
absorb all the inpacts from oil and gas activity
activity that sends billions of dollars of wealth to
the rest of the state.

We believe in the partnership, but sonetines it feels
less like a partnership and nore |ike a target range,

and we're the target. | have nmet sone of you on this
commttee, and | don't think that is your attitude.
But it is the attitude behind this legislation, and |
hope you won't buy into the attitude or the bill. It

would be a loss for all of us as we try to create a
better future for Al aska.

8: 50: 05 AM
MAYOR | TTA conti nued:

A nunber of people fromthe NPR-A communities are here
today, and they have a lot of experience with sone of
the things |'ve nentioned. | want you to know that
they are not here on our dine. They paid their own
way so they could tell you how inportant the program
is to their communities. The mayor of Atgasuk was on
the way down here when she had a death in the famly
and had to turn around. But her witten testinony
shoul d be in your file.

| want to thank you again, Mster Chairman, for
allowing us to have this time with the comittee
today. It nmeans a lot to us, and we really appreciate
your interest in getting sonme |local input on the bill.

Quyanagpak.
8:52: 05 AM

REPRESENTATI VE KOIT opined that Mayor Itta just provided one of
the best presentations he has heard in his 14 years in the
| egi sl ature. Representative Kott recalled Mayor Itta explaining
that the work is performed prior to the grant application
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process and the grant noney being received. He inquired as to
how many grant applications are rejected.

MAYOR | TTA said that he couldn't answer, but deferred to staff.
8:53: 36 AM

PATRICIA STITH, North Sl ope Borough Grants Division, North Slope
Borough, inforned the commttee that only a few of the grant
applications submtted are funded because it depends upon the
amount of funding avail abl e.

8:54: 04 AM

REPRESENTATI VE SALMON opined that what happens with NPR-A and
the inpact it causes elicits a simlar feeling to that the
GMch'in people have with regard to AN He stressed that
[those inpacted by NPR-A and ANWR] utilize the sane food chain.
However, the Gm ch'in people don't receive any inpact aid.

MAYOR | TTA agreed that the two are parallel situations.
8:56:16 AM

CO CHAIR OLSON recalled U S. Senator Ted Stevens' presentation
before the legislature during which he spent nuch tine
addressing the need to maintain the NPR A

8:57: 00 AM

DORA NUKAPI GAK inforned the conmttee that she is a resident of
Nui gsut . She related that she is the nother of three boys who
have illustrated great interest in being hunters like their
not her and fat her. Hunting brings food to the table as well as
to the table of others who depend on others to hunt for them
Wth industry in her backyard, she expressed fear with regard to
her son's future ability to provide for his famly and share

wi th others. Wth Al pine devel opnment, satellite construction,
and the nearest oil rig being 4.5 mles from Nuiqsut, M.
Nukapi gak said that she sees inpacts in every day Ilife.

However, these inpacts began some 80 years ago with seismc
[testing] for NPR-A which is evidenced by the abandoned [oil]
druns. Still, the government hasn't cleaned up these old well
Sites.

M5. NUKAPI GAK then related that her nother has shown her the
pl aces where she used to hunt in the region and where there has
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been a change in or lack of ganme as industry has noved west

She expressed concern that she too will have to tell her son
where she once hunted and fished. She then related a story of
an elderly woman who visited her allotnent after 30 years and

found it was fenced with [oil industry] infrastructure [l ocated
on it]. Wth the oil industry noving west, the land loss wll
not stop and people will continue having to find new places to
hunt .

9:02: 57 AM

M5. NUKAPI GAK rem nded the committee that in 1998 assurances
related to NPRA were given. However, when those were
elimnated, she lost trust in the governnent and provided a
different perspective with regard to what devel opnent w il do.

There is so nmuch activity that it's overwhelmng to the people
in the area, she opined. Furthernore, there are social inpacts
that arise as well. She related that the |ocal |eaders as well
as the general population of the area are feeling the effects of
this devel opnent because everyone is attending the neetings. In
fact, there are neetings every other day in Nuiqgsut. She opined
t hat neetings have taken the place of hunting in Nuiqsut. She
related the follow ng quote: "Gl does not have to live with
us, but that we as Inupiats have to live with oil."

9:05:49 AM

REPRESENTATI VE Cl SSNA t hanked the bill sponsor for allow ng the
committee to hear what is going on now and she al so thanked the
wi t nesses for sharing.

M5. NUKAPI GAK encouraged the commttee to cone to Nuiqgsut to see
the reality of the situation.

9:07:32 AM

NATHANI EL  OLEMAUN, JR, Mayor, City of Barrow, began by
informng the coomttee that he was the mayor at the tine when
the inpact aid fund was started by U S. Senator Stevens. He
opi ned that the NPR-A inpact aid grant program has been a useful

tool to keep the city afloat. He explained that the Gty of
Barrow had to restructure its finances in order to utilize the
grants. He recalled difficulties with grant projects in the

past, which are now being addressed. The Gty of Barrow began
feeling inpacts starting back in 1939. He related that in the
1940s four of the closest hunting grounds were destroyed during
seismc testing, which resulted in the location of the hunting
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grounds shifting to the Teshekpuk Lake area that renmains a
pl entiful hunting area. However, now those areas are being
i npacted as wel | .

9:12: 38 AM

MAYOR OLEMAUN recalled the 10 years during which he worked at
Prudhoe Bay and the inpact he saw to the North Slope from the
very begi nni ng. He recalled the city in the 1970s when it
needed funds for wessential services and the tine he spent
working for the city for free. He related that [the Cty of
Barrow] has constructed recreation centers; retractable boat
ranps; boar dwal ks; Boys & Grls Cub; et cetera. The
af orenenti oned wasn't available when he was a boy because the
outside was his playground. The aforenentioned facilities were

made possible with the NPR-A inpact aid fund. He recalled
fighting this fight over 30 years ago and indicated that he
didn't believe then that he would still be fighting that sane

fight now Mayor O emaun concluded by stating his opposition to
SB 171.

9:19: 44 AM

JOHN HOPSOQN, JR , Pr esi dent / CEQ, A gooni k Cor por ati on,
paraphrased from the following witten testinony [original
punct uation provided]:

|'"'m the President and CEO of QO gooni k Corporation, the
village corporation of Winwight, which is 80 air
m | es southwest of Barrow. I"'m a hunter, fisherman,
menber of the Wai nwight Waling Captains Association,
a former North  Slope Borough Assenblyman and
Wai nwright city mayor and council man. ["m active in
| ocal organizations, such as search and rescue and the
vol unteer fire departnent.

Wainwight is a second-class city wth powers of
recreation, boats and harbors, and cenetery sites.
O her local governnent services are provided by the
Nort h Sl ope Borough.

| speak in opposition to Senate Bill 171, because it
is designed to make us less eligible for NPR A inpact
aid grants at a tine when oil devel opnent is spreading
across the North Slope faster than ever and
chal | engi ng our subsistence way of life.
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It is hard to separate the effects of NPR A activities
from other oil devel opnent, including offshore. It is
also hard to separate the effects of current NPR A
activities from those of the past or the ones that we
see coming our way in the near future. Wen we think
about oil and gas devel opnent, we don't separate one
kind from another. They are all part of the sane
thing - a big change in the way we Ilive and a
chal l enge to our traditional subsistence |lifestyle.

There have been generations of seismc activity in the
pl aces where we hunt and fish. These hunting grounds
extend far to the south and east, as well as west of
the village. The elders tell us how the novenents of
some animals have been changed by seismic activity
over the years. Sonetimes when the mgrations are
di srupted, they do not return to their previous path
after the noise stops, so the animals are harder for
us to get to.

We get caribou fromthe Teshekpuk herd and we hunt for
birds that over winter in the eastern part of NPR-A
These aninmals don't cone around so nuch like they used
to, and we have to travel farther and farther to find

t hem That nmeans it is nore difficult and nore
expensive for wus, in terns of travel and tine away
from jobs or famlies. There is a very real cost to
us.

9:22:26 AM

MR. HOPSON conti nued:

When the North Sl ope Borough does their census, they
ask about subsistence activities, and they found that
nore than 80 percent of the people in VWi nwight get
at least half of their food from subsistence. So it
is not something we do in our spare time for fun. W
grew up with subsistence, and it is part of who we
are. There's not much in our l|ocal store anyway, but
we hunt and fish as a big part of our livelihood, and
we depend on wildlife for our neals.

People in Wainwight also don't have many jobs for
incone, so we really need access to fishing and
hunting and whaling. The borough's official
unenpl oynent rate for our community is 35 percent, but
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from what we can tell as residents, the rea
unenpl oynent rate is nore |like 60 percent or higher,

depending on the tinme of year. And that rate is
rising, since the borough has had to cut back on jobs
and services in the last five or six years. W may

have nore jobs than a lot of villages around Al aska
but alnmost 20 percent of our famlies live below the
poverty line in terms of cash income, and they really
feel it when it gets nore expensive to go out after
t he cari bou and ot her ani nmal s.

That's why NPR-A grant projects |like our boat |aunch
are so inportant to us. Access to nmany of our best
hunting and fishing areas is by boat, and we really
need a decent boat |aunch to get our boats in the
wat er . It is not a recreational boat |aunch, but a
health and safety issue and a matter of survival for
us to harvest wildlife from the ocean and the inland
ar eas.

| understand that politics has a lot to do with this
| egislation, and I can't give you nuch advice on that.
But | hope you won't be fooled into believing that
people in our villages are rich and the streets are
paved with gold. The streets are paved with ice nost
of the year, and we live pretty sinple lives.

9:24: 52 AM
MR. HOPSON conti nued:

Qur life has already been changed by oil and gas
devel opnent . Sonme of the changes are good - |like
better schools and pretty good basic services in our
communities. Some of the changes have really hurt our
culture and put our kids and our |anguage and our
traditions at risk. W don't conpletely understand
how industry activities and village inpacts all work
t oget her. Neither do you, and | hope you won't
pretend that you can sit here and tell us what inpacts
are in our village. It gets pretty conplicated when
you put tw totally different cultures together.
W're just trying to hold on to our culture for
ourselves and our Kkids. | hope you won't make it
harder by taking away a source of revenue that has
made a big difference for our community.
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9:25:39 AM

RAYMOND NEAKCK, JR, Vice Myor, Gty of Nuiqgsut, paraphrased
fromthe following witten testinony:

Hello ny name is Raynond Neakok Jr. son of Raynond

Neakok  Sr. and Marie Kunaknanan Neakok. \%%
grandf at her's bi rt hpl ace IS near t he Al pi ne
devel opnment at a place called Niglig at the nouth of
the Nechelik Channel. Hs nane is Arthur Taqtu

Neakok. And ny grandnother's birthplace is between
Vi nwri ght and Barrow. Her name is Hester Tahklin
Neakok. My grandfather on ny nother's side birthplace
is approximately 4 mles from the nouth of the

Anakt uvuk River. H's name is Samuel Hugo originally,
but was changed to Samuel Kunaknana by the census
takers for whatever reasons unknown to ne. And ny

grandnot her was born at Cross Island the current hone
base for Walers in Nuiqgsut.

9:28: 03 AM
MR. NEAKCOK conti nued:

Currently the residents of Nuigsut are expected to
attend 20 to 25 neetings a nonth nearly all at the

Local, State, and Federal |evel. Many of the
attendees are elders who have testified tine and tine
again for the past 30 years or so. | for instance had

a choice where | should be this past weekend. Shoul d
| attend the SB 171 hearing or go out and hunt for
food for ny famly and to possibly trade for other
foods that are not available in the Nuiqgsut area.
Wich is clearly an |IMPACT related to NPRA
devel opnment at its present phase. I thank you for
your tinme at this very hour.

9: 30: 53 AM

CO CHAI R THOVAS thanked M. Neakok for speaking as a Native by
introducing his famly |ineage.

MR. NEAKOK encouraged the commttee to visit Nuigsut.

9:32: 04 AM
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ROBERT  SUYDAM Wldlife Biologist, North  Slope Borough
Department of W1 dlife Managenment, North Sl ope Borough, inforned
the conmmttee that for the past 16 years Barrow has been his
home and office during which tinme he has conpleted a Master's
degree through the University of Al aska - Fairbanks. He noted
that this year he will conplete a PhD through the University of
Washi ngton. In the years he has worked and lived in Barrow, M.
Suydam related that he has spent a great deal of tinme in the
NPR- A hunting, fishing, studying wildlife, and observing oil and
gas activities.

MR. SUYDAM said that on the surface, SB 171 is about inpacts and
particularly about mtigating inpacts. However, there are nany
data gaps in the NPR-A due to the fact that data gathering isn't
a priority for BLM Furthernore, there aren't many biologists
who live and work in the NPR-A or the North Slope. For exanple,
the Al aska Departnment of Fish & Ganme (ADF& 35 only has one
bi ol ogi st that lives and works in the North Sl ope Borough. M.
Suydam enphasized that collecting base line information is
incredibly inportant, especially in the Arctic. The Arctic is
variable and thus there is the need for an extended data set in
order to understand how the system worKks. Furthernore, climte
change is an issue for the Arctic. He explained that
scientists/resource nanagers are attenpting to sort out the
inpacts related to oil and gas industry and climte change. The
goal is to ensure that observations of inpact are attributable
to the correct «culprit, which requires data. Because the
federal and state agencies aren't collecting such data, the
North Sl ope Borough has applied for inpact funds in order to
fill the data gaps. He related that the borough is reviewng
the novenents of caribou from the Teshekpuk Lake herd

nmonitoring the distribution, abundance, and reproductive success
of wvarious water fow species in NPR-A determning the
movenents and habitat wuse of inportant fish species; and
collecting data on contam nants. Still, many data gaps exist.
Again, M. Suydam said that one can't adequately predict the
effects of clinmate <change wthout data and there is no
understanding of the cunulative effects from the various
activities in the area.

9:38: 01 AM

MR. SUYDAM acknow edged that the oil and gas activity benefits
those on the North Slope, but noted that there are al so negative
I npacts. He related his belief that the point of today's
hearing is to discuss the best way to mtigate inpacts. He
recalled that the sponsor has said that SB 171 would nake the
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process of evaluating proposals nore objective. However, M.
Suydam opined that if SB 171 passes, the decisions regarding
funding mtigation proposals wll beconme |ess objective. He
further opined that with the passage of SB 171, the opportunity
to collect base line information may be conprom sed. Therefore,
M. Suydam encouraged the conmttee to strengthen a system that
al ready works and isn't broken.

9:39: 04 AM

REPRESENTATI VE CI SSNA asked if there is any review of toxicity
i n subsistence foods and the potential sources of the toxins.

MR  SUYDAM answered that a fair amunt of data has been

collected on the contam nants in subsistence use species. Many
of those contam nants have been heavy netals or organic
cont am nant s. However, there is very Ilittle data regarding
hydrocarbon contam nants and the conponents of oil that may

enter the food chain. One of the inpact funds that the borough
has received attenpts to [collect that data] with regard to the
contam nants in fish. The aforenmentioned [data] would offer
base line data that would allow understandi ng whether there has
been contam nation fromoil activity.

9:40: 35 AM

REPRESENTATI VE NEUMAN recalled studies that say there is nore
wildlife around Prudhoe Bay than prior to the devel opnent in the
ar ea. He related his wunderstanding that private industry
provi des biol ogists who work in the area. He then asked whet her
M. Suydam works with those biologists and whether M. Suydam
believes there is nore wildlife in the area.

MR. SUYDAM agreed that the caribou herds, particularly the
Central Arctic herd, have increased. It seens that oil and gas
activity hasn't had a major inpact on the Central Arctic caribou
her d. However, he highlighted that the inpacts on aninmals may
not [directly relate] to the nunber of the aninmals. He
explained that it may be difficult for hunters to take caribou
because they are defl ected. Furthernore, there is no know edge
as to the cumulative inpact of the oil and gas industry on
animals and thus he reiterated the need to have good base |ine
data in order to predict and mtigate inpacts.

9:43: 25 AM
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DAVID SMTH, City Administrator, Cty of Nuiqsut, related that
city gover nment is i nundat ed W th correspondence and
docunentation regarding what is occurring within the area. I n
fact, the city receives 60 or nore docunments a nonth that need
review and coment. Additionally, there are nmany neetings, nost
of which occur in August and January. Currently, the city is
interfacing with ConocoPhillips Alaska, Inc. representatives on
a weekly basis. M. Smth informed the conmttee that there are
50- 100 transient workers at a work canp from Decenber to April.
City officials have been told that the work canp is in the
process of doubling and thus the city is expecting 150 outside
transient oil workers next winter as the NPR-A activities becone
dom nant . The city governnent has four full-tinme enployees,
four to six part-tine enployees, five to six residents that are
enpl oyed at Al pine or Kuparuk, and ten to fifteen individuals
who work seasonally for about sixty days in order to build and
mai ntain the ice roads. M. Smth related that as Nuiqgsut
residents find enploynent in Al pine or Kuparuk, which is only 8-
20 mles away from Nuiqgsut, those residents nove to Fairbanks.
Therefore, M. Smth suggested that Nuiqsut's population is
either stabilized or decreasing.

9:46: 22 AM

MR SMTH informed the committee that the City of Nuiqsut is in
the process of obtaining a gas line from Al pine. He rel ated
that $10 million of the funds to do so came from NPR-A [i npact
aid fund] and $10 mllion came from the North Slope Borough.
The fee for the gas will be $125 nonth.

9:46: 59 AM

REPRESENTATI VE CI SSNA asked if M. Smith has any docunentation
regarding the data that nust be kept and the neetings that nust
be attended.

MR SMTH answered that currently, the [Cty of Nuiqsut] is
accurul ating historical data regarding the cumulative inpacts,
whi ch would include the nunber of neetings. He said that the
data is available and could be provided upon request as could
the report the [city] council.

9:48: 35 AM
SENATOR GARY W LKEN, Al aska State Legislature, sponsor, thanked

those who testified today to nmke the |legislation better.
However, he said that he took great exception with Mayor Itta's
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corment that SB 171 is punitive because this legislation is
about following federal |law and funding the needs of the entire
st ate. Wth regard to M. Cdough's testinony regarding
alternative revenue sources, he noted that "4356" properties
have provided $1.2 billion to the North Slope Borough. The
aforenentioned is the ad valorem tax that is placed on oil and

gas properties. He informed the commttee that just this year
the aforenmentioned tax generated $189 mllion. Those
communities that have a tax on oil and gas properties can
receive an equal anount per the mll levy from the general fund

noney created by the ad val orem t ax. Last year the North Sl ope
Borough had a $189 million, the Fairbanks North Star Borough had
$4.3 mllion, Valdez had $13 mllion, and Kenai had $7 mllion

What was |eft was the $46 mllion appropriated during the budget
process. Therefore, Senator WIken characterized the $190
mllion average anmount the North Slope Borough received as a
significant revenue source.

9:52: 06 AM

SENATOR W LKEN stated his disagreenent with the notion that the
program isn't broken. He related that for two years he has had
no sense of what the commttee was thinking due to stonewalling
and destruction of records. Wth regard to the upcom ng
Teshekpuk Lake |ease sale, Senator WIken highlighted that the
wants and needs of the North Sl ope Borough and the environnental
community haven't fallen on deaf ears as there will be 389, 000
acres that will be |eased, of which the |easing conpanies cannot
devel op nore than 1 percent of that area. Wth regard to the
"The march across the NPR-A " he noted that the seismc work
that began in the 1950s has been halted for years. Current
seismic work reaches out 30 mles beyond the NPR-A border and is
done by noninvasive acoustic machinery only during the wnter
and thus no footprint is left behind. He then related
information regarding how the Teshekpuk Lake caribou herd has
grown, even through seismc work

9:54:52 AM

SENATOR W LKEN, in response to Representative Neunman, expressed
the hope that U S. Senator Stevens would want the state to

follow federal law, which is what SB 171 does. In further
response, Senator WI ken confirmed that he has discussed SB 171
with U S. Senator Stevens. He mentioned that he understands

u. S Senat or St evens' concerns and U S Senat or St evens
under st ands hi s concerns.
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9:56: 18 AM

CO CHAIR THOMAS rel ated his understanding that under SB 171 the
nmoney [from the oil and gas tax] goes to the pernmanent fund
However, people don't want that noney to be touched. He
inquired as to whether the sponsor woul d consider other ideas.

SENATOR W LKEN poi nted out that the constitution specifies that
the noney the state receives from mneral resources nust be
deposited into the permanent fund. Wth regard to how to get
the noney out of the permanent fund, he related his belief that
t he permanent fund earnings can be accessed with a mgjority vote
of the | egislature.

9:57:35 AM

REPRESENTATI VE ClI SSNA commented that it's remarkable that the
entire state enjoys so nuch wealth from the petrol eum industry.
However, she  expressed concern regarding  whet her this
legislation will set precedent in the state because different
groups in the state have realized sonme substantial revenue
sources due to resource devel opnent in the area. She expressed
the desire to share the wealth equally in the state.

SENATOR W LKEN, referring to whether SB 171 sets precedent,
replied no. He then remnded the committee that this is the
only program that is placed before the permanent fund and thus
necessitates accountability and public disclosure.

10: 00: 26 AM

CO CHAI R OLSON cl osed public testinony.

10: 01: 22 AM

CO CHAIR OLSON related that he and Co-Chair Thomas believe the
sponsor has raised sone good points, but the past problens fall
at the departnment |evel. Therefore, he suggested that al
involved sit together to work toward a sol ution

[SB 171 was hel d over.]

10: 02: 10 AM

ADJ OURNVENT
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There being no further business before the commttee, the House
Community and Regional Affairs Standing Commttee neeting was
adj ourned at 10:02 a.m
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