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COW TTEE CALENDAR
OVERVI EW FROM CONOCOPHI LLI PS
- HEARD

CS FOR HOUSE BILL NO 210( RES)

"An Act designating Kinzarof Lagoon as part of the |zenbek State
Ganme Refuge; authorizing a land exchange wth the federal
government in which state |land adjacent to the |zenbek Nati onal
Wldlife Refuge and wthin the Al aska Peninsula National
Wldlife Refuge is exchanged for federal |land to serve as a road
corridor through the 1zenbek National WIdlife Refuge and
federal |land located on Sitkinak Island; and providing for an
effective date."

- HEARD AND HELD

CS FOR HOUSE JO NT RESOLUTI ON NO. 40( RES)

Qpposing the proposed designation by the National Mar i ne
Fi sheries Service of 3,000 square mles of upper Cook Inlet, the
md-inlet, all of the inlet's western shores, and Kachermak Bay
as critical habitat for beluga whal es.
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- HEARD AND HELD

HOUSE JO NT RESOLUTI ON NO. 26

Uging the United States Congress to adequately fund |I|and
surveys in Alaska in order to issue patents to the State of
Al aska and Al aska Native corporations.

- HEARD AND HELD

CS FOR HOUSE CONCURRENT RESCLUTI ON NO. 10( RES)

Urging the Governor to exercise all available legal options to
restrain the United States Departnment of the Interior, National
Park Service, fromintruding on the sovereign right of the state
to exercise jurisdiction over navigable water and subnerged | and
and urging the Governor to allocate sufficient resources to the
Departnent of Law, the Departnent of Natural Resources, and the
Departnment of Fish and Gane to defend the state's right to
manage the public use of its navigable water.

- HEARD AND HELD

PREVI QUS COW TTEE ACTI ON

BILL: HB 210
SHORT TITLE: | ZEMBEK STATE GAMVE REFUGE LAND EXCHANGE
SPONSOR(s) : REPRESENTATI VE(s) EDGVON

04/ 01/ 09 (H) READ THE FI RST TIME - REFERRALS

04/ 01/ 09 (H) RES

04/ 08/ 09 (H) RES AT 1: 00 PM BARNES 124

04/ 08/ 09 (H) Moved CSHB 210(RES) Qut of Committee

04/ 08/ 09 (H) M NUTE( RES)

04/ 10/ 09 (H) RES RPT CS(RES) 6DP 3NR

04/ 10/ 09 (H) DP:  OLSON, SEATON, WLSON, EDGVON
NEUMAN, JOHNSON

04/ 10/ 09 (H) NR. GUTTENBERG, TUCK, KAWASAKI

04/ 11/ 09 (H) TRANSM TTED TO (S)

04/ 11/ 09 (H) VERS| ON:  CSHB 210( RES)

04/ 13/ 09 (S) READ THE FIRST TIME - REFERRALS

04/ 13/ 09 (S) RES

04/ 08/ 10 (S) RES AT 3:30 PM BUTROVI CH 205

Bl LL: HJR 40
SHORT TITLE: COOK | NLET/ KACHEMAK BELUGA POPULATI ON
SPONSOR('s): REPRESENTATI VE(s) M LLETT
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01/ 27/ 10 (H) READ THE FI RST TI ME - REFERRALS

01/ 27/ 10 (H RES

02/ 24/ 10 (H) RES AT 1:15 PM BARNES 124

02/ 24/ 10 (H Moved CSHIR 40(RES) Qut of Conmittee
02/ 24/ 10 (H M NUTE( RES)

02/ 26/ 10 (H) RES RPT CS(RES) 3DP 2NR

02/ 26/ 10 (H DP: P. WLSON, NEUVAN, JOHNSON

02/ 26/ 10 (H) NR  SEATON, TUCK

03/ 01/ 10 (H) NOT ADVANCED TO THI RD READI NG SAME DAY
03/01/10 (H BEFORE THE HOUSE | N SECOND READI NG
03/ 01/ 10 (H) TRANSM TTED TO ( S)

03/ 01/ 10 (H) VERSI ON: CSHIR 40( RES)

03/02/10 (S READ THE FI RST Tl ME - REFERRALS

03/ 02/ 10 (S RES

04/ 08/ 10 (S RES AT 3: 30 PM BUTROVI CH 205

BILL: HIR 26

SHORT TI TLE: STATEHOOD/ ANCSA LAND SURVEY FUNDI NG
SPONSOR(s) : REPRESENTATI VE(s) FAlI RCLOUGH

03/ 18/ 09 (H READ THE FI RST Tl ME - REFERRALS
03/ 18/ 09 (H RES

04/ 06/ 09 (H RES AT 1: 00 PM BARNES 124

04/ 06/ 09 (H Moved Qut of Conmittee

04/ 06/ 09 (H M NUTE( RES)

04/ 07/ 09 (H RES RPT 3DP 3NR

04/ 07/ 09 (H DP: W LSON, JOHNSON, NEUMAN

04/ 07/ 09 (H NR. OLSON, SEATQON, TUCK

02/ 15/ 10 (H TRANSM TTED TO (S)

02/ 15/ 10 (H) VERSI ON: HIR 26

02/ 17/ 10 (S) READ THE FI RST TI ME - REFERRALS
02/ 17/ 10 (S) RES

04/ 08/ 10 (S) RES AT 3: 30 PM BUTROVI CH 205

Bl LL: HCR 10
SHORT TI TLE. OPPOSE FED. CONTROL OF STATE LAND & WATER
SPONSOR(s): REPRESENTATI VE(s) HAVKER

02/ 27/ 09 (H) READ THE FIRST TIME - REFERRALS

02/ 27/ 09 (H) RES

03/ 30/ 09 (H) RES AT 1:00 PM BARNES 124

03/ 30/ 09 (H) Moved CSHCR 10(RES) Qut of Committee
03/ 30/ 09 (H) M NUTE( RES)

04/ 01/ 09 (H RES RPT CS(RES) NT 6DP 1NR

04/ 01/ 09 (H) DP:  OLSON, TUCK,  SEATON,  WLSON,

JOHNSON, NEUVAN
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04/ 01/ 09 (H NR: GUTTENBERG

04/ 10/ 09 (H BEFORE THE HOUSE

04/ 10/ 09 (H) TRANSM TTED TO (S)

04/ 10/ 09 (H VERSI ON:  CSHCR 10( RES)

04/ 11/ 09 (S READ THE FI RST Tl ME - REFERRALS
04/ 11/ 09 (S) RES

04/ 15/ 09 (S) RES AT 3: 30 PM BUTROVI CH 205
04/ 15/ 09 (S Schedul ed but not Heard

04/ 08/ 10 (S) RES AT 3: 30 PM BUTROVI CH 205

W TNESS REG STER

DAN CLARK, Manager
Cook Inlet Assets
ConocoPhi |l I'i ps Al aska

PCSI TI ON STATEMENT: Presented ConocoPhillips overview on Cook

Inlet oil and gas issues.

KAREY LOCKHART
Mar at hon QG |

POSI TI ON STATEMENT: WAs available for questions on Cook Inlet

oil and gas issues.

REPRESENTATI VE EDGVON

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Sponsor of HB 210

STANLEY MACK, Mayor
Al euti an Seas Borough
PCOSI TI ON STATEMENT: Supported CSHB 210.

HENRY MACK, Mayor
Ki ng Cove, Al aska
POSI TI ON STATEMENT: Supported CSHB 210( RES).

DI CK MYLIUS, Director

D vision of Mning, Land and Water

Depart ment of Natural Resources (DNR)

PCSI TI ON STATEMENT: Supported CSHB 210( RES).

TI' M CLARK

Staff to Representative Edgnon
Al aska State Legislature
Juneau, AK

POSI TI ON STATEMENT: Conmented on HB 210 for the sponsor.
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REPRESENTATI VE M LLETT

Al aska State Legislature

Juneau, AK

PCOSI TI ON STATEMENT: Sponsor of HIR 40.

JASON BRUNE, Executive Director
Rural Devel opnent Council (RDC)
PCSI TI ON STATEMENT: Supported HIR 40.

CRYSTAL KOENENMAN

Staff to Representative Fairclough

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Conmented HIR 26 for the sponsor.

REPRESENTATI VE HAVKER

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Sponsor of HCR 10.

DI CK MYLIUS, Director

Di vision of Mning, Land and Water
Department of Natural Resources (DNR)
PCOSI TI ON STATEMENT: Comment ed on HCR 10.

TI NA CUNNI NG

Subsi st ence and Federal |ssues Coordi nator
Depart nent of Fish and Gane (ADF&G
Juneau, AK

PCSI TI ON STATEMENT: Supported HCR 10.

JOHN STURGEON
Representing hinsel f
PCSI TI ON STATEMENT: Supported CSHCR 10.

ACTI ON NARRATI VE

3:35: 00 PM

COCHAIR LESIL MCGQU RE called the Senate Resources Standing
Commttee neeting to order at 3:35 p.m Present at the call to

order were Senators Wagoner, French, W el echowski and MGQuire.

Overvi ew from ConocoPhi |l li ps Al aska

3:35:18 PM
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CO CHAIR MCQUI RE announced a presentation by ConocoPhillips as
the first order of business.

3:36: 01 PM

DAN CLARK, Manager, Cook Inlet Assets, ConocoPhillips Al aska,
said they operate three assets in the Cook Inlet area: the
Beluga River Unit, the North Cook Inlet offshore unit, and the
Kenai LNG pl ant in Ni ki ski . ConocoPhil l'i ps oper at es
approximately 160-170 mncf/day  of nat ur al gas production
currently in the two units.

He said he would give a brief background of the Kenai LNG pl ant
and discuss the benefits of the continued operation of it. He
said it has been operating for over 40 years and is currently
the only significant industrial user of natural gas in South
Central Alaska. It received a two-year extension to its export

license effective April 1, 2009. This extension provided for
approval to export up to 99 tcf/btus or 99 bcf. During the first
year they exported 27.9 trillion Dbtus.

He said the plant is owned by the Kenai LNG Corporation wth
ConocoPhillips owning 70 percent of the shares and Marathon QG|
owni ng the remai ning 30 percent.

MR. CLARK said ConocoPhillips has infornmed the US Departnent of
Energy and the Governor of Alaska of their intent to seek an
extension to the export license up to Mirch 31, 2013. The
request will be for existing volunmes of natural gas. No increase
in volune for export will be requested for the 99 trillion btus
that was previous authorized; it is only a request to extend the
time available to export the original volune. No extension in
vol une will be request ed.

The Kenai facility provides about $130 mllion per year to the
state and l|ocal economes. The LNG facility supports about 60
direct jobs and is estimated to support an additional 50
indirect jobs; they account for an estimated $17 mllion/year in
per sonal income.

3:39:14 PM

CO CHAIR MCGQUIRE said this export license is the only one in the
United States and nmany of them had witten letters to bolster
t he support for this extension.

SENATOR WAGONER asked if he neant billion instead of trillion.
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MR. CLARK answered the correct authorized anount is 99 trillion
btus, which is equivalent to 99 bcf. He continued that the
production of gas for feedstock to the LNG facility and the sale
of LNG generate about $60 million/year in royalties and taxes
for the State of Alaska and the Kenai Peninsula Borough

Furthernore, continued operation of the LNG plant helps to
bridge the gas to the tine when |ocal storage options can be
expanded or until other sources of natural gas including North
Sl ope natural gas becones available to South Central Al aska.

Additionally, it is inportant to note the plant has provided and
can continue to provide an invaluable service to the South
Central gas nmarket. The plant owners have diverted natural gas
to local utility markets when unexpected supply interruptions
occur or when peak w nter demands are excessive. The continued
operation of the plant allows for a stable production
environment which will significantly reduce the risk of water
influx and associated loss of reserves and deliverability
associated with the shut-in of production. He explained that
during the sunmer and w nter shoul der seasons the utility market
can't absorb the natural gas production the Cook Inlet Basin is
capable of produci ng. However, during the wnter and
specifically during cold spells, when demand increases up to
three-fold, the deliverability of the basin is matched or even
outstripped by utility demand. Shutting-in producing gas wells
can danmage the reservoirs and cause the |loss of reserves and
deliverability resulting in reduced supply for residentia
needs.

He sunmarized that in addition to jobs and a heal thier econony,

continued operation of the plant nmeans natural gas wll be
avai lable for local utility providers to neet heat and electric
demands. In the event of supply interruptions because of

excessive peak demand, discontinued use of the LNG facility
woul d actually nmean that |ess natural gas would be available to
meet utility and residential needs.

3:43: 10 PM

SENATOR FRENCH said many constituents are not happy with the
i dea of exporting natural gas. He asked him to explain why that
is a good thing and to tell them exactly how nmuch gas sells for
over seas.

MR. CLARK replied that the primary reason it's a good idea to
continue exports is because of the significant swing in demand
from summer (low) to winter (high). If there were no export
mar ket, wells would have to be shut in, which would lead to
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water influx and other failures on the well. So even though gas
is physically leaving the state, it allows that production to
continue and be maintained at a high deliverability rate, so
when it's needed it can sinply be diverted. In previous years,
the excess deliverability of gas generated jobs and increased
revenues.

He said current sales prices are strong; in Japan it is about
$11/ mbtu. For contrast, this year Enstar's average cost of gas
i s about $7/mbt u.

SENATOR FRENCH said the persistent runor is that the gas being
sold in Japan is selling for less than what is being charged in
the Anchorage area and he asked M. Clark to reassure fol ks that
is not the case.

3:45: 16 PM

MR. CLARK said, with the exception of a handful of nonths over
past 40 years, the price for gas delivered to Japan has been
hi gher .

SENATOR WAGONER asked when gas is regasified in Japan, does it
get bl ended for a higher btu val ue.

MR. CLARK replied that the exported Kenai gas is considered a
| ean LNG (1000 buts/cu. ft.). It has to go to a specific set of
tanks and once it is regasified it is blended into their system

3:46: 37 PM

CO CHAI R MCGUI RE asked what process Al askans should look for to
weigh in to support the extension. |Is there a public coment
peri od?

MR. CLARK replied that their current tineline is to submt the
application to the US Departnment of Energy by the end of My;
then they will start the process which will include a coment
peri od.

3:.47: 27 PM
CO CHAIR MCGQUIRE asked if they have considered plans regarding
how the LNG plant might fit into in-state gas |ine plans.

MR. CLARK answered for long-term continued use of the plant
which is what he thinks it would be, the conpression would have
to be renewed and that requires considerable investnent - as
much as a new facility would cost.
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3:48: 46 PM
CO CHAI R W ELECHOWSKI asked if he thinks there is enough gas in
Cook Inlet to sustain extension of this facility.

MR. CLARK replied he thinks so. It is evident to himthere wll
be deliverability beyond |ocal needs for several years. They
woul d only be exporting what is not needed | ocally.

CO CHAIR W ELECHOWSKI said they have heard there could be a
potential crisis in Cook Inlet, and possible brown-outs. D d he
bel i eve that?

MR. CLARK replied that supply volumes have been declining
"pretty significantly." There could be problens during the
col dest days; all systens would have to work optimally to neet
demand, but that would be only a few days out of the year.
Stabl e production is what is inportant to neeting those denmands.

CO CHAIR W ELECHONSKI asked if conpressor failure could happen
on the col der days.

3:50:49 PM
MR. CLARK replied yes, that is possible. A mgjor failure would
be a nmaj or concern.

CO CHAI R W ELECHOWSKI asked who owns the conpressors and if they
will they be upgraded.

MR. CLARK replied that the 15 or so producing wells in the
Beluga Unit that delivers to Chugach or Enstar flow through the
central conpressor there. If that failed it would be a big deal
but they have backup conpressors. A few mnutes delay could
occur between events which can create | oss in pressure, but that
would be tenporary. He didn't know what conpression other
producers had.

3:52:20 PM

CO CHAI R W ELECHOWSKI referenced the "waterfall chart"” and asked
if there are enough reserves in Cook Inlet to last for years to
cone.

MR. CLARK replied that there is enough for several years; the
guestions conme up around deliverability. Those really cold days
require things to work very snoothly.

CO CHAIR W ELECHONSKI said ConocoPhillips agreed to drill new
wells in the last extension and asked what the result of that
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was as well as their plans to drill nore wells if this extension
is granted.

MR. CLARK replied that ConocoPhillips proposed to drill two
wel ls at Beluga River when they got the |ast extension, and they
did so in 2008. They also drilled another well at Beluga River
in 2009 and three wells at the north Cook Inlet unit. Al of
those wells wth the exception of one are producing "good
vol unes. "

3:54:31 PM
CO CHAIR WELECHOABKI asked if he sees the need to drill
additional wells and if he anticipates doing so.

MR. CLARK replied that they are not seeking to add volunes to
export, and didn't see a need to tie additional drilling to
that. The contracts that are signed to sell gas, whether to a
utility or to a buyer in Japan, are what works best to drive
drilling activity.

CO CHAIR W ELECHOMSKI asked if they get this extension would
t hey have adequate storage in Cook Inlet.

MR. CLARK replied that the LNG plant provides a virtual storage
because of the ability to divert gas away from the plant, but
for the long term benefit of Cook Inlet, additional underground
storage is needed. Wien that is in place, it wll be another
tool that will allow steady production.

CO CHAI R W ELECHOWSKI asked what cost is per ncf to extract the
gas and deliver it.

MR. CLARK answered that information is proprietary.

CO-CHAIR W ELECHOMNSKI asked if npre incentives are needed to
spur nore gas storage facilities in Cook Inlet.

MR. CLARK replied that incentives could be helpful, but he
didn't know if any particular incentive would spur that.

CO CHAI R W ELECHOWSKI asked if new incentives are needed to spur
expl orati on.

MR. CLARK replied that any incentives that could help inprove

the economcs of wells would be hel pful, but the real challenge
is the size of the market.
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3:57:49 PM
CO CHAIR W ELECHOWBKI asked if ConocoPhillips pays around $60
mllion/year in royalty and taxes.

MR. CLARK answered yes.

CO-CHAIR W ELECHOMNSKI asked how much their overall taxes were
diluted with the "dilution effect of gas.”

MR. CLARK answered that he didn't know that answer.

CO CHAI R MCQUI RE asked how many people are currently enpl oyed at
t he plant.

MR. CLARK replied about 30 ConocoPhillips personnel at the plant
itself.

CO CHAI R MCGQUI RE asked where they are in the life cycle of their
Japan contract.

MR. CLARK replied that the contract they are currently in
mat ched up with the current two-year extension. To nove beyond
March 31, 2011 will require this contract to be anmended or a new
contract.

CO CHAI R W ELECHOWSKI said he knows the Regul atory Comm ssion of
Al aska (RCA) is concerned that the state had agreed to support
their last extension, because they thought it weakened the
utilities' ability to negotiate a contract. He asked if
ConocoPhillips has contracts wth all of the wutilities to
provide gas and what was their intent to provide gas to them
before neeting the need for the export |icense.

MR. CLARK replied that Chugach had just submtted a contract to
the RCA last week that wll neet their needs through this
period. Enstar has not yet submtted a contract that neets their
needs, but he understood that they will this week. He didn't
know if it wuld cover all of their needs, but it was
progressing that way.

4:00: 59 PM

CO CHAIR WELECHONSKI said as long as they can neet in-state
needs and get affordable gas to the consuners of Cook Inlet he
is in full support of the extension.
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COCHAIR MCGQU RE remarked that they are excited at his
announcenent and | ook forward to helping in the explanation to
the public that has been chal |l engi ng.

4:02:12 PM
KAREY LOCKHART, Marathon G|, said M. Cark covered the issues
adequately and she had no further conments.

HB 210- | ZEMBEK STATE GAME REFUGE LAND EXCHANGE

4:02: 25 PM
CO CHAIR MCGQUIRE announced consideration of HB 210 [CSHB
210(RES) was before the committee].

REPRESENTATI VE EDGMON, sponsor of HB 210, said this bill deals
with a much publicized effort to establish a 30-mle road
bet ween the communities of King Cove and Cold Bay. It authorizes
the Departnent of Nat ur al Resources (DNR) to nmake the
transaction given that the actual |and exchange with the federal
governnment is of unequal values. Title 38 requires the DNR to
authorize land transactions of that nature. Subnerged and
tidelands are involved as part of the overall transaction as
well; so the departnment needs to be able to consummate that.

Wth the passage of HB 210, he said, further work will need to
be done at the federal level to conplete the full authorization
for the construction of the small part of the road that is
m ssing. The Departnent of Interior would need to do an
environnental inmpact study (EI'S) and a public interest finding.

He expl ained that the proposed route goes through about 10 mles
of some bird mgration and wil derness areas, which will have to
be approved. He said the nost harrowing 10 mnute flight he's
ever taken is from Cold Bay to King Cove. Wth the help of a
hover craft in the last couple of years, transport between the
two areas is easier, but it is very expensive and as well as
cunbersone to keep the hover craft running. For the 750
residents at King Cove this is about accessing the fifth |argest
all-weather runway in the state that also happens to be
straddl ed by both the Gulf of Alaska and the Bering Sea. So, for
themthis is a life and safety issue.

4:08: 12 PM

CO CHAIR MCQUI RE confirmed that she has been contacted by people
from that area who are concerned, and she applauded his efforts
to deal with this problem
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CO CHAIR WELECHOANSKI said he can understand the health and
safety issue, but this |and exchange is controversial because it
is the first tinme it has been done on a national wldlife
refuge. He asked what kind of conmunity outreach and invol verment
process it had been through, and was it acceptable to all
parties.

REPRESENTATI VE EDGVMON answered that the l|and transaction
i nvol ves about 60,000 acres versus the 206 acres that conprise
the very narrow one-lane transportation corridor that would
conplete the road; the US Fish and WIdlife Service threw in
about 1,600 acres off of Kodiak Island for good nmneasure.
Converting the National WIdlife Refuge into wlderness areas
has been going on since AN LKA was established in 1980, and it
has been happening w thout any consultation at all wth the
comunity mnmenbers, fishernmen, the tribe or the city. So, the
recent outreach effort has been unprecedent ed.

SENATOR W ELECHOWSKI  asked if nost of the organizations,
particularly environnental, have accepted this as a fair
conprom se

REPRESENTATI VE EDGMON replied that the National Public Lands
Bill that was passed in March of |ast year took a great deal of
effort including that of the Al aska delegation. Certainly, there
was opposition to it. But many sideboards were enacted around
the construction of the road - a single-lane gravel road, stee
cables on both sides, specified turnouts, and a road design that
has to neet the EIS. Further sideboards are the state process
and public interest finding.

4:12: 04 PM

STANLEY MACK, Mayor, Aleutian Seas Borough, Alaska, said he
lives in Sand Point, but also lived in Cold Bay for years. He is
a comercial fisherman and supported HB 210. It is the final
step in a long legislative process authorizing a trade of state
and King Cove Corporation land to the federal government in
exchange for approving a small road through the |zenbek Nati onal
Wl dlife Refuge.

The road corridor will allow for a one-lane gravel road so the
residents of King Cover will finally have a safe and dependabl e
access to Cold Bay Airport. Not all of the transportation
chal | enges can be resolved, but King Cove's problemis different
because it can be solved. He couldn't express how happy he is to
think that this is going to happen in his Ilifetinme. It
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represents a successful partnership between state and | ocal
government to achieve.

4:16: 25 PM

HENRY MACK, Mayor, King Cove, Alaska, said he supported CSHB
210(RES). He said he had lived nost of his life in King Cove and
was a commercial fisherman for 40-plus years. This road has |ong
been in the meking since 1976 when they first adopted a
resolution identifying the need. King Cove's small plane airport
is unusable 30 to 40 percent of the tine due to high winds. This
will resolve the problem for many people whose lives are
i npacted by the lack of reliable access to the Cold Bay Airport.

4:19: 56 PM

DICK MrLIUS, Director, Division of Mning, Land and Wter,
Department of Natural Resources (DNR), said under AS 38.50 his
division is responsible for conducting |and exchanges invol ving
state land and they support this legislation. It is before them
for two reasons. The first one is that AS 38.50.020 requires
| egi sl ative approval of |and exchanges for other than equal
apprai sed fair market values and secondly, one of the provisions
of this exchange is that certain state tide and subnerged | ands
woul d be added to the |zenbek State Gane Refuge.

He said a road from King Cove to Cold Bay has been tal ked about
for many years and DNR s original Bristol Bay area plan adopted
25 years ago identified the need for this corridor. Regional
transportation prepared by the Departnment of Transportation and
Public Facilities (DOTPF) has also identified this need. Several
years ago the Aleutian Seas Borough, Cty of King Cove, King
Cove Village Corporation, Governor's Ofice and DNR agreed to
revive the discussions about a |and exchange to enable
construction of the road and it was |argely because borough
| eaders had found that the hover craft was not providing a safe
econonmi cal long-term solution to King Cove's access needs. So

the state, the borough, the city and corporation nmet with the US
Fish and Wldlife Service to develop the |and exchange that is
bef ore t hem now.

MR MYLIUS said the parties all recognize that the biggest
hurdle for such a land exchange would be securing approval of
the Congress, because it involves federal wlderness refuge
| ands. The exchange | egislation was introduced by Lisa Mirkowski
and Representative Young in 2007; Governor Palin wote letters
in support, the state testified before the House Conmttee on
Nat ural Resources and the |and exchange which was originally a
separate piece of legislation was wapped into the Omi bus | ands
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bill that was considered late in 2008, and passed in 2009 and
signed into | aw by President Gobama in March.

In putting together the exchange, he said it was clear that due
to concerns over the unique wldlife and w | derness values of
the refuge that a sinple fair market value would not adequately
address the public's and Congress' concerns for those val ues.
So, it was determne at the start that the package would require
state legislative approval. Statute already requires |egislative
approval for exchanges for other than an equal appraised fair
mar ket val ue.

The existing values of nost of these parcels of land are
w | derness and wildlife values which are difficult to quantify
in a land appraisal, and simlarly with health and safety
concerns of the local residents, the primary reason for the
r oad.

Acreage-w se the exchange is clearly skewed in favor of the US
Fish and wildlife Service. The state will acquire approxi mately
206 acres in the road corridor and about 1,600 acres on Sitkinak
Island; US Fish and WIldlife Service will acquire 43,000 acres

of state land that wll be added to the National WIldlife
Ref uge, 2,500 acres of Native corporation |and and anot her 5,430
acres of Native corporation sel ections t hat Wil be

relinquished. In addition, the King Cove Native Corporation has
agreed that it wll sell additional land to the US Fish and
Wldlife Service at fair market value should the service desire
to purchase that | and.

In addition to the road corridor, the state will acquire a 1,600
acre parcel on Sitkinak Island which is |ocated south of Kodiak
| sl and; the remainder of that island is already state or borough
| and used for grazing. The 1,600-acre parcel is a former Coast
Guard facility. The value of the two townships the state would
trade to the US Fish and WIldlife Service primary is primarily
wildlife habitat for fish, caribou and brown bear. These |ands
drain the western side of Pavlov Vol cano and have been offered
for oil and gas leasing in previous state |ease sales but have
received no bids. State geologists say that the likely oil and
gas resources lie further north or offshore of these parcels.

4:24: 44 PM

MR. MYLIUS said the second provision requires approval by the
| egislature for adding 3,000 acres of state tide and subnerged
| ands in Kinzarof Lagoon, at the head of Cold Bay, to the state
gane refuge. These | ands have resource values simlar to |zenbek
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Lagoon including valuabl e eel grass beds, which are critical for
water fow that mgrate through or reside in the area. He said
t he departnent and the governor support this |egislation.

SENATOR FRENCH noved to adopt the proposed Senate conmittee
substitute (SCS) to CSHB 210, |abeled 26-LS0788, Version E, as
t he working docunent of the commttee. There being no objection,
the notion carried and SCS CSHB 210() was before the commttee.

TIM CLARK, staff to Representative Edgnon, explained the
differences. He said the SCS is conprised of three |lines on page
5, line 27, that say: "The construction and operation of the
road described in (b)(1) of this section is authorized after the
state receives the land described in (b)(1) of this section in
accordance with PL11-11(QOrbi bus Public Land Managenent Act of
2009) . "

The reason for this mnor addition was to nake it clear that
construction and use of the road is allowed if the exchange is
authorized. It is simlar to access provisions in existing state
| aw affecting other state gane refuges including the Mendenhal
Wet Lands State Gane Refuge and the Goose Bay State Gane Refuge.
What might not be immediately clear is that the |zenbek Nati onal
Refuge is actually super-inposed over a state ganme refuge, so
while the corridor becones state land, it also becones arguably
state gane refuge land. This being simlar to other provisions
for access in state gane refuges they thought it seenmed prudent
to add it to the bill.

4:28: 30 PM
MR. CLARK said it is rather conplex for a seven-page bill
mai nly because this bill answers the three nechanisnms in the

federal legislation that can render the exchange null and void:
a finding by the Secretary of the Interior that the exchange is
not in the public interest, a voluntary rendering of null and
void by the state or the Native Corporation made before
construction of the road comrenced, and if permtting of the
road was not acconplished within seven years of the federal
act's passage. The clock began in March 2009 when the President
signed the legislation. The challenging structure is if for any
reason the exchange is voided, there is no need to revisit
statute to ensure that all involved lands are returned to their
original status. But if that is not the case, the legislature is
saved the trouble of having to convene to dismantle any of the
transacti ons.
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COCHAIR MCQUIRE, finding no further comments, closed public
testimony and set the bill aside.

4:31:54 PM
At ease from 4: 31-4: 33.

HIJR 40- COOK | NLET/ KACHEMAK BELUGA POPULATI ON

4:33: 07 PM
CO CHAI R MCQUI RE brought the neeting back to order and announced
consideration of HIR 40 [CSHIR 40(RES) was Dbefore the
comittee].

REPRESENTATI VE M LLETT, sponsor of HIR 40, said this resolution
opposes the proposed designation by the National Mar i ne
Fisheries Service (NWMFS) of 3,000 square mles of upper Cook
Inlet as a critical Beluga habitat area. She said the critica

habitat designation is part of the Endangered Species Act (ESA)
process, and the Belugas were designated as endangered species
in October 2008. The ESA requires consideration of [listing
endangered species habitat as «critical habitat. The NWS
designated the whole 3,000 square mles from Upper Cook Inlet
all the way down to Honer as Beluga habitat, and HIJR 40 opposes
t hat as bei ng excessive.

REPRESENTATIVE M LLETT explained that the ESA allows for
econonmi ¢ consequences in considering the critical habi t at
listing and she believes the NVFS grossly underesti mated that at
$600, 000. Instead she said this critical habitat designation
woul d enconpass everything fromthe Port of Anchorage to fishing
grounds outside of Honmer and Kenai to oil and gas exploration
and any type of construction or resource devel opnent that would
t ake place across the Inlet, which would jeopardize not only M.
Spurr, but Chakachama/ Susitna and coal gasification projects.

She learned that the west side of Cook Inlet was listed as
critical habitat and there had been only one sighting of a
Bel uga whale there in the last 10 years. Al so, she said, NWS
only counts them once a year by doing an aerial flight, and
juvenile Belugas aren't counted because they are the color of
mud and | ook |ike waves.

REPRESENTATIVE M LLETT said this listing would also severely
l[imt the products that can cone into Anchorage as well as oi
and gas exploration in Cook Inlet. Al three of Alaska's
del egati on oppose this designation and that she entered the
resol ution during the NVFS public coment period.
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She said back in the 1990s a subsistence hunt took place not
realizing there was a delicate bal ance between the subsistence
harvest and the Beluga population. In 1998 a harvest nanagenent
plan was established and since then the Belugas have shown an
increase in nunbers. The NWFS has stated that the reason for the
decl i ne was overharvesti ng.

4:37:58 PM
SENATOR FRENCH asked her what she thinks would be a nore
reasonabl e desi gnation

REPRESENTATIVE M LLETT said there is no opportunity to have
public comment and she is not a biologist; it is a tool of the
NMFS. She believes the west side of Cook Inlet should not be
i ncl uded.

SENATOR FRENCH asked if she thinks the west side of the Inlet
shoul d be excl uded.

REPRESENTATI VE M LLETT said her preference is no designation.
She believes the Belugas "are comng back” because the
subsi stent hunts are done, and it will take thema little while
to rebound. The NMFS has said it will take 10-15 years to have
the population increase. She believed having a harvest
managenment plan in place with a take of two Belugas a year is
al ready working well enough.

SENATOR FRENCH said he heard a good presentation by Jason Brune
[ executive director, Rural Devel opnent Corporation (RDC)] about
this a few years ago, and he wondered what the population was in
t he 1980s when the subsistence harvest took place.

4:40:19 PM

REPRESENTATIVE M LLETT answered that the Beluga population
started out at 1,300 in the 80s, in 1994 it was 653, and in 1998
it was 347, which is when the subsistence harvest took place. In
2004 the population was 366, in 2005 it was 278, and in 2009
t hey rebounded to 321. There has not been a 2010 count yet. They
have increased by an average of about 4 percent per year since
t he subsi st ence managenent plan was put in place.

SENATOR FRENCH said it sounds like part of the problem is that

NMFS only does one count a year. He asked if they should be
appropriating nore noney to count Bel uga whal es nore often.
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REPRESENTATIVE M LLETT replied that she has asked NWS to
increase its counts and to include juveniles, although she
doubts she has nuch infl uence.

SENATOR WAGONER said he fished that Inlet for the better part of
40 years, and sone years you would see a |ot of Belugas, sone
years you wouldn't. The only place you could count them is in
| oner Cook Inlet and the only tinme you could count themis when
the food is in. For the scientists to say this is a sub-species
is sonething he doesn't believe. As for the nunbers, if they
studied the food source, they could get a good idea about how
many Bel ugas are going to be there.

4. 43: 27 PM

COCHAIR MCGQU RE said this is just another way the Endangered
Species Act is being used by the federal governnment, and she
hoped they would depend on the state in which they are nmaking
t he designation for their data.

4:44: 20 PM

JASON BRUNE, Executive Director, Rural Developnent Counci
(RDC), said he concurred with Senator Wgoner's and Senator
French's statenments and that he supported HIR 40.

CO CHAIR MCGQUI RE asked him to provide his witten coments. She
cl osed public testinony and set HIR 40 asi de.

HIR 26- STATEHOOD/ ANCSA LAND SURVEY FUNDI NG

4:45: 27 PM
CO- CHAlI R MCAUI RE announced consi deration of HIR 26

CRYSTAL KOENEMAN, aide to Representative Fairclough, sponsor of
HIR 26, said at statehood Al aska was granted a |land entitl enment
from the federal governnent of approximately 103 mllion acres.
Al aska Natives, through the Alaska Native Cains Settlenment Act
(ANSCA), were granted a land entitlement from the federal
government of 45 mllion acres. Currently, Congress is not
sufficiently budgeting the enough funds to the US Bureau of Land
Managenent for the tinely conpletion of |and surveys for |ands
that were promsed to the Natives in the State of Alaska. It was
supposed to be done by the 50th statehood anniversary, which has
come and gone.

4:47: 08 PM

CO CHAIR MCGQU RE noted that there is an amendnent in the packet
and asked if she supported it.
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M5. KOENEMAN answered absolutely, and that the anendnent had
updated nunbers since the resolution was first introduced | ast
year.

CO CHAI R MCGQUI RE noved to adopt Amendnent 1.

26-LS0739\ R 2
Bul | ock

AMENDMVENT 1

OFFERED | N THE SENATE

Page 2, line 8:
Del ete "Decenber 31, 2008, nore than 66, 000, 000"
| nsert "January 31, 2010, nore than 57,000, 000"

Page 2, line 9:
Del ete "40, 000, 000"
| nsert "42,000, 000"

Page 2, line 10:
Del ete "14, 000, 000"
| nsert "15, 000, 000"

Page 2, line 11:
Del ete "12, 000, 000"
| nsert "7,000, 000"

There being no objection, the notion carri ed.

CO CHAIR W ELECHOWNBKI asked what the inportance is of getting a
| and patent.

M5. KOENEMAN replied that she would get an official response
back to him but it nakes the | and transfers easier.

4. 48: 52 PM
COCHAIR MCQUIRE finding no further testinony, closed public
testinmony and held HIR 26 as anended.

HCR 10- OPPOSE FED. CONTROL OF STATE LAND & WATER

4:49: 20 PM
CO CHAIR MCGUI RE announced consideration of HCR 10 [CSCHR
10(RES) was before the commttee].
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4:49: 30 PM

REPRESENTATI VE HAWKER, sponsor of HCR 10, said the issue behind
this resolution was brought to him by a constituent and is about
the state's ownership of its subnerged |ands and navigable
waters. It is sonmething that is guaranteed by law, the state's
constitution, and subsequent interpretations unless there is a
speci fic federal override.

He expl ained that back in 1996 the National Park Service started
adopting regulations which inproperly extend its own clains of
managemnent and enf or cenent authorities over st at e- owned
navi gable waters within the units of the National Park System
As evidence he offered a letter from the Alaska Ctizen's
Advi sory Conmm ssion on Federal Areas, dated February 13, 2009
The Conmmi ssion identified and analyzed this problem and asked
the governor to file a lawsuit challenging the regulations.
Senator Therriault and Senator Bunde were potential sponsors of
| egislation - one of which is gone and the other one al nbst gone
- soit fell to himto offer it.

REPRESENTATI VE HAWKER said the Conm ssion recognizes the state
is done with attenpts at admnistrative renedies and wanted to
go to court for a legal renedy. That |anguage was toned down in
the resolution, and it now asks the admnistration to "take al
avai |l abl e actions".

SENATOR FRENCH asked if there is an interplay between this issue
and the Katie John case.

4:54:51 PM

DICK MrLIUS, Director, Division of Mning, Land and Wter,
Departnent of Natural Resources (DNR), replied generally not.
They both deal with navigable waters, but the Katie John case
deals with federal reserve water rights and this deals with a
park service regulation

SENATOR FRENCH asked i f anyone el se mi ght have any nore to add.

TINA CUNNING  Subsistence and Federal | ssues Coordi nat or,
Department of Fish and Gane (ADF&5), agreed HCR 10 has nothing
to do with the Katie John case, which has to do with only
| ocating where the federal subsistence priority applies in state
waters. The National Park Service regulations issue is an AN LCA
case related to where federal regulations that are pronul gated
for the managenent of federal |ands can apply off of federal
| ands onto state waters.
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COCHAIR MCGQUIRE adjourned and then inmediately called the
nmeeting back to order to allow M. Sturgeon to testify.

4:56: 55 PM

JOHN STURGEQON, representing hinself, supported CSHCR 10. He said
the State of Alaska owns its subnmerged |ands designated as
"navigable."” This includes rivers such as the Yukon. Several
years ago when he was hunting on the Yukon, he was stopped by
the National Park Service police and was told he could not drive
his 5X10 ft. hover craft down the Yukon. They said they had
legal jurisdiction even though they adnmitted he was on state
| and. Later, when he returned to Anchorage he |earned that the
state <constitution, the statutes, and regulations all very
clearly say the State of Al aska has managenent authority on its
navi gabl e waters. In addition, he |learned that Section 103(c) of
ANI LCA says on AN LCA designated units federal conservation unit
regul ations do not apply to state and private land. It was an
ANI LCA prom se that was ignored. He said it is of little use for
the State of Alaska to own its subnmerged |ands on navigable
waterways if the National Park Service is going to override its
managenent .

4:58: 35 PM

CO- CHAIR MCGUI RE cl osed public testinony and set HCR 10 aside
Finding no further business she adjourned the neeting at 4:59
p. m
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