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EDWARD S. | TTA, MAYOR, NORTH SLOPE BOROUGH, explained to
the conmttee that federal regulatory issues significantly
affected his comunity. He noted that he was an |nupiaq
Eskino born and raised in Barrow and was a |ifelong whal er
and hunter. He conmuni cated urgency regarding the issue. He
recal | ed peopl e who had gone before.

M. Itta gave the following statenent (taken in part from
"Di scussion of Federal Regulatory |ssues Affecting Econom c
Devel opnent in Alaska,"” copy on file):

|'"'m grateful for the chance to speak with you this
af ternoon, because the topic of federal regulation is
one in which the state's interests and the borough's
are alnost in conplete alignment. | think this fact
has been |argely overlooked in the noise of occasional
monments of real or perceived disagreenents we nay
have.

So I'd like to set the record straight by touching on
three issues that are at the top of our list when it
cones to developnent: the National Petrol eum Reserve-
Al aska (NPR-A), the Endangered Species Act (ESA), and
of fshore developnent. | should start by saying that
for us, resource devel opnment and econom c devel opnent
are one and the sane. W don't have conmercial fishing
or tinmber or nuch tourism

1:42:11 PM

The econom ¢ devel opnent in our region and comrunities
is all driven by oil and gas activity, so we are even
nor e dependent on resource devel opnent than the state.

At the same tine, the North Slope residents understand
that the cash econony and the subsistence econony are

now interdependent. As a whaling captain, | need a
snow nmachine and oil and gas for fuel. | need a boat
to fill ny ice cellar wwth fish and cari bou. W need
econoni ¢ devel opnent to sustain our subsistence way of
life.

These are inportant realities for me as | think about
the future of our communities along the Arctic coast.
| worry about the economc future of ny people and
communities at the sanme time that | worry about the
future of our bowhead whaling tradition. | ask nyself,
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"Is there a way that the nation's energy needs, the
state of Alaska's revenue needs, and our |ocal econony
and the ancient whaling practices and subsistence
traditions that guide our Inupiag culture can be
accommodated in the Arctic?"

| have decided that the answer is "Yes." Together with
the state and with industry, we have already proven
that nultiple uses can be accommopdated onshore. |
don't think it's a secret that we've been working
successfully with the oil industry with regards to
Prudhoe Bay and other nearby developnents for well
over 30 years. W have protected our |and and our
animals. Now we share the sanme frustrations over the
roadbl ocks that stand in the way of the few remaining
new onshore prospects. The 1002 area of the Arctic
National WIldlife Refute (ANWR) appears to be a |ost
cause, because environnmental groups have successfully
made it a rallying point for saving the polar bear and
the caribou, of which there are only about half a
mllion roam ng around the North Sl ope.

You'd think that a petroleum reserve would have a
somewhat |ower barrier to entry, but what's happening
in NPR-A is starting to look like a stealth version of
the ANWR experience. The bridge over the river channel
to Conoco's CD-5 developnent 1is the gateway to
expansion to NPR-A from the east. That project went
through a very difficult process that finally resulted
in an agreenent everyone could agree w th—the conpany,
t he communi ty, and t he r egi onal and vill age
corporations that have title to the lands in the area.

Then at the 11th hour, the Corps of Engi neers stopped
the project in its tracks by denying a final permt,
which was disappointing. | nmet with agency officials
in Washington [D.C.] several tines, from Secretary
Sal azar on down, trying to get CD-5 back on track. W

didn't imediately achieve our goal, but | do believe
that Conoco wll wultinmately get access across that
river channel. |1 just hope they're going to stick
around | ong enough to do it. | worry about that.

But here is the real challenge: As a diverse group of
st akehol ders, can we work together closely enough so
the CD-5 experience is not repeated? W cannot allow
NPR-A to beconme another 1002 area, since it is the
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1: 49:

only remaining untapped North Slope acreage that has
not been walled off by a refuge designation. The North
Sl ope Borough can be an effective ally in this effort,
but we really need to have nore and  better
communi cation wth and |eadership from the State.
Attorney General Burns and Conm ssioner Sullivan, we
commend you for taking the inmmediate steps to cone up
and work with us; that is a great beginning. W are
di scussing how we can coordinate the nessage, but up
until now, the State's interest in what we can bring
to the table has been really low. Unless there's a
relationship through which we can craft an appropriate
nmessage together, we are mssing out on our best shot
at future onshore devel opnent.

17 PM

One way in which the borough is trying to help is
t hrough our involvenent as a cooperating agency in the
current process for creating a new Integrated Activity
Plan for NPRA with the Bureau of Land Managenent.
This is the context in which we've heard about this
new type of designation put out by the Departnent of
Interior called "wild lands.” The "wild |ands" idea
has the fingerprints of environnmental non-governnental
organi zations (NGOs) all over it, and it could lead to
| arge areas of NPR-A being set aside for consideration
as w |l derness areas. The North Sl ope Borough has never
been afraid to engage in planning and pernitting. The
kicker with wild lands is that any | ands set aside for
consideration under the category will be managed as
wi |l derness until a determnation is nade. That was
part of our reason for going to Washington, D.C. W
could end up with a lot of de facto wilderness area in
NPR-A if that program goes forward.

This is another one where all stakeholders need to
have a united approach and a united nessage, which is
only possible as a result of healthy and consistent
comunication. So it's real clear: our future is tied
in to pipeline throughput. By comunicating, that's
how we wll know where the sticking points are for
each stakeholder, so that we can work together to
accommodate our respective concerns. Wen we're up
agai nst these powerful federal agencies, we have to do
a lot nore than blane and conplain. That is why one of
my points has been to always talk and discuss and go
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wi th di al ogue, versus filing lawsuits, which do not in
the end acconplish nuch. W've got to play to our
strengths by presenting a united front that recognizes
the core concerns of industry, the State, the North
Sl ope Bor ough, tribal gover nnment s, and | oca
residents. Another exanple of that is the effort by
the legislature to put together the Northern Wters

Task Force. | think a lot of the issues have been
noticed by that commttee and are in the handout
materials that | have given you. | conmmend the

| egi slature for creating that task force.

W create a united front by capitalizing on our areas
of agreenent. I think we have a lot nobre in common
than we have differences. | want to nove forward with
those. There are many, and by working on them side by
side, we develop a level of trust that allows us to
work through issues where we nmy not have conplete
agreenment, and that is quite okay.

We've done this on the North Slope with ESA listings.
The North Slope Borough and the Arctic Slope Regiona
Corporation (ASRC) | ook at the world through different
pri smns, because our organi zational m ssions are
different. But we've recently been talking about the
consequences of nultiple species being listed in the
Arctic.

The ESA scenarios that may confront us are in fact
pushing us onto common ground, although we sonetines
get there on different paths. Wen it cones to ESA
listings, t he bor ough' s mandat e for comunity
devel opment nmakes us very nervous about the potenti al
effects of listings on things |ike Kaktovik's need to
build a new runway. The agency prom sed us that the
critical habitat area for polar bears would not
i nclude our villages, but when the maps were rel eased,
three of our villages were totally enconpassed in the
m ddl e of critical habitat.

51 PM

ASRC is equally concerned about the |Iikelihood of
critical habitat designations stifling devel opnent
opportunities. So we joined together in announcing our
intent to sue the governnment over the critical habitat
designation for the polar bear. The regional tribal
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organi zation, the Ilnupiat Comunity of the Arctic
Slope (ICAS), joined with us in this case, because we
all share a deep concern for the future of our
subsi stence hunting activities under the thunb of the
federal regulators. It canme as no surprise to us that,
in early discussions of a polar bear recovery plan,
the first item favored by nost NGOs was to limt the
subsi stence take of polar bears. The nost direct
i npact was on us. W have been conservationists of the
polar bear from tinme imenorial. W did not cause
gl obal warm ng. And what happens? 188,000 square mles
get designated critical habitat, an area the size of
the state of California, wthout even so nuch as a,
"Hey, what do you think about this?" Talk about
overreach. This is very real, the effect on us, and
this is just the polar bear. There is also the walrus,
the ringed seal, the bearded seal. | commend ASRC and
President Rock for the efforts that are being made on
com ng together as a region and recognizing that our
problem is comon to the state. It cones from
different directions, but we all have the underlying
concern about sonething that we value very deeply, and
that is our subsistence traditions.

| mention this because | see parallel opportunity for
i ndustry, the State, the borough, and others to cone
together so that Alaskans can benefit from offshore
devel opment and have a neaningful voice in federal
decisions that affect us all. This situation is an
opportunity for all of us to engage so that offshore
devel opment can happen, if it's going to happen.

For exanple, there is nothing preventing oil produced
offshore from being tankered to market instead of
processed onshore and fed into the pipeline. The North
Sl ope Borough has been an advocate on the federal
level to push for pipelines for tankers. | have not
heard the State say anything about that. That's an
area where we need help, where we want to be engaged.
Tankering out of the Beaufort seens unlikely, due to
geography, but the Chukchi is a different story. If it
| eaves by tanker, the State gets no econonm c benefit,
or very little; few jobs are created, and we' ve got
tankers potentially plowing through Arctic ice day in
and day out. | think it's a bad deal all around, and
that's why 1've been pronoting a federal requirenent
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for pipelines to shore on all CQuter Continental Shelf
(OCS) oil production for the past two years.

14 PM

In fact, | have developed a set of eight OCS policy
points that 1've been shopping around in D.C. since
the spring of 2009. They are included in the handouts
you should have. [|'ve also been neeting with Pete
Slaiby and the folks at Shell quite a bit, trying to
sell them on these issues. To Shell's credit, they
have engaged with us extensively, and we've now got
agreenent on a nunber of these policy points,
i ncluding discharge into our oceans of the nud and

cuttings, drilling fluids, grey water; they have
agreed to barge that and inject it. W recently signed
a joint science agreenent wth Shell that will ranp up

baseline science in the Arctic, focusing on issues of
concern to local residents. This program is a nutua
agreenent and it does not delay exploration, but in
fact supercharges the baseline science effort, which
is to everyone's best interest. A copy of that
agreenent is also in your packet.

Shell has come a long way toward addressing the nost
critical concerns of our comunities, sometines even
above and beyond the federal requirements. In fact
Pete Slaiby has told me that he will work with us to
reach our goal on nost of those eight policy points

So | was disappointed after our neetings with the
Envi ronnmental Protection Agency (EPA) a few weeks ago,
when they did not issue that last permt, which kept
Shell out of the water for this sumer. | worry that
the good relationships and the serious discussions we
have had with Shell mght stop. It took a lot of
effort to get where we are with Shell. | think Shell
has earned the right to start their exploration
program | think they have earned the right; they have
accommodated a | ot of our concerns.

If by chance you ever heard nme speak about OCS
devel opnent during ny first term as mayor, then what
you're hearing from ne today nmay cone as a surprise.
You see, Pete Slaiby and | may disagree on plenty of
t hi ngs, but we have decided that we can get closer to
our respective goals by engaging and building trust
than we can by duking it out in court or going our
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separate ways and leaving all the decisions to federal
agencies. That is not in our best interest, nor is it
in Shell's.

By the sanme token, the State and the borough may not
agree on everything, but | look at that as a reason
for nmore dialogue, not less. Wen it conmes to these
big rule-making processes on NPR-A the ESA or OCS
issues, we all lose if we are not working together.

These next statenents are not easy for ne, but |
bel i eve they need to be said.

Where has the State been in these negotiations and
rul emaki ng tussles that we've been engaged in? \Were?
For all practical purposes, the State has not been an
effective advocate, except to say they support
devel opnent and oppose anything that slows that

process. | do not make this coment to you casually,
but after nuch consideration. | believe it needs to be
said. And | am not only referring to the current

adm nistration. To use our failed conversations on the
Al aska Coastal Managenent Plan (ACMP) as an exanple:
s that a reason to not continue discussions? | don't
know.

56 PM

It is not realistic to talk exclusively about
econonmcs in the context of proposed devel opnent, nor
is it effective. It sends a nessage that the State is
not really interested in engaging. The federal
government has an obligation to protect Al aska
Natives. My suggestion is that the State broaden its
vocabulary so that it is talking about issues |ike OCS
in conprehensive ternms that include inpacts to coasta

communities. This one-track approach is causing the
state to bypass opportunities and to mss out on the
kinds of new ideas that spring from a collaborative
process.

You'll recall how in the late 1960s and early 1970s
the State had an oil field at Prudhoe Bay, but no
access for a pipeline. It took a neeting of the mnds
anong diverse interest groups to overcone that extrene
challenge. | believe offshore developnment is simlar,
while different, but again, today it holds substantia
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chall enges for a diverse collection of interests. How
did they acconplish a pipeline? This is a very simlar
tine.

WIIl the State of Alaska wllingly join together in
pursuit of a common goal this tinme around? | hope so,
because that is how we Alaskans will be able to get
the best results for our state and our people across
the board. W can create scenarios where multiple
interest groups wn, but they nust be founded on
mutual trust, which grows out of honest and open and
cont i nuous contmuni cati on.

REX A. ROCK SR, PRESIDENT AND CEQO, ARCTIC SLOPE REGQ ONAL
CORPORATI ON, acknowl edged ASRC personnel present . He
commended M. Itta, and noted that he was also a whaling
captain; through that, they had learned to work together
with people across the North Slope, and he thought others
could learn from their exanple for the good of the state.
(H's testinony was taken in part from a February 17, 2011
prepared statement, "Witten Testinmony of ARCTIC SLOPE
REG ONAL CORPCRATI ON, " copy on file).

ASRC is Alaska's |argest Al askan-owned conpany, wth
approximately 10,000 enployees nationw de, of which
approximately 4,000 are Al askan jobs. ASRC represents
11,000 |Inupiat shareholders of Alaska's North Slope
region, and we have been successful in striking a
bal ance between representing the business interests
with the subsistence and cultural needs of our
sharehol ders. ASRC has five major business lines: 1)
energy support services, 2) petroleum refining and
mar keting, 3) governnment services, 4) construction,
and 5) resource devel opnent.

Any changes in the regulatory climate wll have an
impact on our famly of conpanies and the comunities
wi thin which we do business. Sinply put, a bad federal
regulatory climate will hurt Al aska's econony.

There are several overreaching federal policies that
aimto lock up Alaska's North Slope from oil and gas
devel opnment, or that have a chilling effect on
busi ness investnment opportunities in the Arctic.

M/ witten comments include a sunmary by agency of how
this pressure is harmng our region, and | ask that
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they be accepted for the record. The federal agencies
include the US. Departnent of the Interior, the
Environnmental Protection Agency, and the National
Cceanic and Atnospheric Adm nistration. My oral
comments wll focus on the land- and ocean-based
policies affecting our region.

Under the auspices of the "Geat Qutdoors Initiative,"
the Qbama Adm nistration has put extreme pressure on
our comrunities, region and State.

As you know, the U'S. Departnment of the Interior,
using the Endangered Species Act, recently set aside
an area larger than the state of California as
critical habitat for polar bears. Further, they are
planning to set aside additional areas on the North
Sl ope potentially covering mllions of acres both on-
and off-shore. In fact, the polar bear critical
habitat designation covers 3.6 mllion acres of
onshore area alone. Significant efforts are underway
by the Administration to designate vast areas of our
homeland as wld Jlands wthin NPR-A there is
consideration of National Monurment  or W /I derness
status for places like ANAR These threaten the
responsi bl e resource devel opnent that we depend upon
for community survival and a safe, sust ai nabl e
econony.

This concerns ASRC, and should concern all | awrakers.
Earlier this week the President released his budget
and it included $15 nillion for the Bureau of Land
Managenent's National Landscape Conservation System
i ncl udi ng speci al ar eas, such as desi gnat ed
W | der ness, W | der ness St udy Ar eas, Nat i onal
Monunent s, and National Conservation Areas.

MIlions of acres on the North Slope are already
| ocked up as W/l derness, National Parks or simlarly
restrictive status, and these efforts threaten to
"paint us into a corner” within our own region. This
danger is made worse by the current production decline
faced by the Trans Al aska Pipeline System Wth nost
prospective areas on-shore either off-limts or at
risk of becoming off-limts, we are unable to offset
the dramatic production decline of the existing
oilfields. This decline is not just a lingering tail
of decreasing production, but wll becone a "brick
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wal | " when the pipeline reaches its nechanical limts
and is unable to nove production.

For North Slope conmunities, this represents a clear
and present danger. W have no other econony in our
region. We ask ourselves, how wll our grandchildren
clear snow from the roads, maintain our schools, and
operate the real world infrastructure that makes our
villages safe and viable into the future wthout
devel opnent opportunities?

Those of us who have served in the North Sl ope Borough
government need no explanati on when the news discusses
Al aska's dependence on the oil and gas industry. Qur
villages are at the "tip of the spear” on this issue.
Decline in production equates to a decline to our
wel | -being as the people of the North Sl ope.

: 32 PM

Qur analysis suggests that there is no positive
benefit to these sweeping designations. In fact, we
see the initiatives and federal over-reach as a
nunber s gane; t he Adm ni stration want s nor e

"wi | derness areas' designated and Al aska has becone
the easy target for the agencies to nmeet an unstated
goal. Aninmal species do not recognize boundaries, and
the "wildness" of our lands already exists in
abundance.

This is not only an issue of the onshore; wth
proposed 'Marine Spatial Planningg we wll see a
simlar 'carve up' of our oceans. The Oceans Policy
Task Force needs to include vital stakeholders from
the North Slope into the Coastal and Marine Spati al
Pl anning process. Changes in our coastlines and off-
shore areas could negatively inpact our traditional
subsi stence and econom c opportunities.

As we step back and take a |ong-range view, what we
really see are efforts that wll lead to the
extinction of our comunities and lifestyles on the
North Slope while protecting areas and species that
science says do not need protections at this tine. W
are being attacked by the federal governnent; and to
what purpose? The areas being set aside or proposed to
be set aside have no access; chances of |arge portions
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of the American public ever viewing these areas are
renot e.

Qur nmessage that we are delivering as loudly as we can
is that we live on lands that we did not spoil, anobng
speci es whose nunbers we did not threaten, backed
agai nst an ocean whose resources Wwe can neasure but
not devel op.

W have always been a hard-working and resilient
peopl e, taught by our elders to be as self-sufficient
as possible, wor ki ng  toget her. Looki ng back at
testinmonies regarding developnent as far back as
several generations, our people have always wanted to
be involved and a part of the solution rather than
standi ng on the sidelines and wat chi ng.

W have used resource developnment to better our
communities and avoid excessive dependence on federa
social progranms. Now, in an era when Alaska' s Native
people are accused of over dependence on federal
prograns, the sanme federal government is essentially
pulling the rug out from under us and taking away the

ability to fulfill the intent of the Al aska Native
Clainms Settlenment Act (ANCSA). Onshore and offshore,
designations wll take away the tools and ability
promsed us to inprove our quality of life in our

region. There is a certain irony that the federal
government is scrutinizing Al aska Native Corporations
within the federal procurenment system while renoving
the opportunities promsed to us through our land and
resource entitlenent of ANCSA

Thank you for the opportunity to provide you with this

information today. On behalf of ASRC, | [|ook forward
to working with you to progress this state into the
future.

2:18: 20 PM

DANIEL S. SULLIVAN, COW SSI ONER, DEPARTMENT OF NATURAL
RESOURCES, opined that discussing the issues in the panel
was synbolic of the way the departnment wanted to proceed.
He referenced his travels and neetings with people all over
the state, including Barrow He agreed that the areas of
common interests far outweighed areas of differences, and
that a united approach was attai nabl e.
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Comm ssioner Sullivan provided a PowerPoint presentation,
"Al aska Departnent of Natural Resources: Federal Regul atory
| ssues Affecting Econom c Devel opnent in Alaska, 2/7/11"
(copy on file). He pointed to Alaska's statutory policy
enbedded in the constitution of nmximzing resource
devel opnment within the public interest (Slide 2):

* Article 8, Section 1 of the A aska Constitution
provides that “it is the policy of the State to
encourage the settlenent of its Jland and the
devel opnment of its resources by naking them avail able
for maxi mum use consistent with the public interest.”

e Article 8, Section 2 provides that the “legislature
shall provide for the wutilization, developnent, and
conservation of all natural resources belonging to the
State, including land and waters, for the nmaxinmm
benefit of its people.”

« AS 38.05.180(a) provides that “the people of Al aska
have an interest in the devel opnent of the state's oil
and gas resources to nmaximze the economc and
physi cal recovery of t he resour ces; maxi m ze
conpetition anong parties seeking to explore and
devel op the resources; maximze use of Alaska' s hunman
resources in the devel opnent of the resources”

Conmi ssioner Sullivan turned to Slide 3 ("Top Priority:
Arresting TAPS Decline") with a line graph showing the
steady decline of barrels of oil per day produced through
the Trans Alaska Pipeline System (TAPS), wth further
decline projected from 2010 to 2025. He enphasized that the
projections did not have to be Alaska's destiny, but that
partners were needed ("Inportance of Partnership,” Slide
4):

e Overconing chall enges hinges on partnership

» Federal Governnent noving from protecting environment
to proactively shutting-down resource devel opnent

* Recent federal deci sions have delayed or vetoed
critical projects

Comm ssioner Sullivan believed the mssing partner was the
federal governnent. He believed the federal governnent had
been noving from a policy of protecting the environnent to
actively opposing resource developnent. He referred to
remarks by a senior EPA official inplying that Alaskan's
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frustrations were "just politicians making cheap points.”
He asserted that the frustrations voiced by nany Al askans
were the basis of a long list of very specific resource
devel opnment projects that the federal governnent was
wor ki ng to shut down in the state.

Comm ssioner Sullivan directed attention to a nmap on Slide
5, "State Lands: Surrounded by Feds") that illustrated how
state land was surrounded by federal |and, including the
NPR- A, ANVR, the 1002 Area, and the OCS. He stated that the
area remained a world-class hydrocarbon basin, wth 40
billion barrels of recoverable oil and 236 trillion cubic
feet of gas (according to the U S. Geological Survey). He
claimed that there had been nmany delays and vetoes that
made addressing the throughput nore difficult (Slide 6,
"Specific Devel opnment Pl ans Del ayed or Vetoed"):

e« CD5

e OCS Exploratory Drilling
« OCS Moratorium

* Point Thonmson EI'S Del ays

Comm ssioner Sullivan noted that Mayor Itta had addressed
the CD5; he enphasized that there had been different
st akehol ders working for years at the behest of the U S
Arny Corps of Engineers to conme together on agreenent. Wen
agreenent was finally reached, the corps "pulled the rug
out from under us," which he believed was directed by the
EPA. He thought it ironic that the approach recommended by
the EPA and corps (an underground pipeline under the river,
rather than a bridge) was nore environnental ly risky.

Comm ssioner Sullivan referred to OCS pernitting delays and
a noratorium as well as Point Thonson environnmental inpact
statenment (EI'S) del ays.

2:25:33 PM

Conmi ssi oner Sul i van addr essed " Br oader Pol i ci es
Jeopardi zi ng Future Devel opnent” (Slide 7):

* NPR-A WIdl ands

* ANWR National Monunent

« ANWR W/ derness Designation

* ESA - Polar Bear Critical Habitat Designation
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Comm ssioner Sullivan detailed that the policies would have
a specific affect on Alaska's ability to develop its
resources. He thought the wld lands policy was an
"executive approach to an end run around federal statutes"
with regard to what could be designated wlderness. He
noted that the governor had sent a letter to the President
on the inportance of not allowng the ANAR Nationa
Monumnent . The U S Fish and WIldlife Service was
considering an ANWR w | derness designation; coments had
been requested for the designation for the 1002 area, but
they specifically said that the comments could not include
oil and gas developnent. He referred to a letter sent
stating that several federal |aws had been viol at ed.

Comm ssioner Sullivan stated concerns that the polar bear
critical habitat designation would open up the possibility
of being sued by environnmental groups for any activity with
a federal nexus, which he believed would cause delays and
put off investnent decisions.

Comm ssioner Sullivan enphasized the irony of the federa
policies; not only would they hurt Al aska, but the federa
government was charged with enhancing and securing national
security, energy security, job security, and environnenta
security. He believed security would be underm ned by the
anti - devel opnent poli cies.

Comm ssi oner Sullivan spoke to "Solutions"” (Slide 8):

* Re-double efforts with Gohanma Adm nistration
« Act as a cooperating agency

* Educate public about shut-downs and del ays
* Encourage congressional action

» Last resort: Litigation

Comm ssioner Sullivan opined that the key to all solutions
related to establishing partnership anong Al askans. He
admtted that there were a few exanples of hel pful ness by
the federal governnent. For exanple, the EPA had played a
"relatively constructive" role when an environnental group
had worked to shut down the Red Dog M ne.

2:29:39 PM

Comm ssioner Sullivan believed that actions were often
taken in the nane of protecting the environnment. However,
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he felt that when Al aska resource devel opnent was shut

down, over seas resource devel opnent was encour aged,
resulting in the inmport of Russian crude oil, increasing
t he country's trade deficit, conpr om si ng nati ona

security, and supporting a country with much |ess stringent
envi ronnment al st andar ds.

JOHAN J. BURNS, ATTORNEY GENERAL, DEPARTMENT OF LAW
provi ded a PowerPoint presentation, "Al aska Departnent of
Law, Feder al Regul at ory | ssues Affecting Econom ¢
Devel opnent in Alaska 2/17/11" (copy on file [continuation
of the Departnent of Natural Resources PowerPoint]). He
agreed with the inportance of Al askans finding conmon
ground and building relationships to resol ve issues.

Attorney General Burns believed there was a m sconception
that Alaska was anti-federal governnent. He believed the
rel ati onship between the state and the federal governnent
was synbiotic in many areas, including strategic mlitary
operations and energy resource availability. He opined that
the relationship should be nore synbiotic, based on the
vol ume of hydrocarbons available in Al aska. He thought the
federal governnent's policy regarding resource devel opnent
had an elenent of wuncertainty that |jeopardized resource
devel opment and the future of the TAPS throughput.

Attorney Ceneral Burns felt that recent federal regulatory
policies underscored a concerted effort to significantly
restrict, if not preclude, future developnent wthin
Al aska. He enphasized that the regulations being set forth
were on federal |ands, which conprised roughly 60 percent
of the entire state. However, he argued that Al aska had a
significant interest, because it shared in a revenue stream
from devel opnment. He continued that federal regulations
were significantly inpacting developnment on state | ands;
nost recently the US. Arny Corps of Engineers and EPA
st opped devel opment of CD-5 and were stopping construction
of the Tanana River Bridge crossing in Fairbanks. He argued
that additionally, ESA Ilistings and habitat designations
were significantly inpacting devel opnent in Cook Inlet and
t he OCS.

2:34: 08 PM

Attorney General Burns expressed frustration that the
federal governnment's apparent attitude was that Al askans
were not conpetent enough to know what was in their
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collective best interest or that they did not care enough
He stated that there was a difference between conservation
and preservation. He defined conservation the "wi se use of
a resource" and preservation as "locking it up." He thought
Alaska was a resource extraction state. He believed
resource devel opnent was vitally inportant to the thriving
of all comunities, including the North Slope Borough,
Juneau, and Anchor age.

Conmi ssi oner Burns maintained that Al aska needed a
conprehensive strategy. He recalled his visit to the North
Sl ope Borough. The state had just filed a notice of intent
to sue related to the polar bear listing. Mayor Itta had
said that he shared the attitude, but he asked, "Wy didn't
you call wus and talk to us before you sent it out?" He
stated that he would not make the mnmstake again. He
enphasi zed the inportance of communicating first, and then
speaking with one voi ce.

Attorney General Burns directed attention to Slides 14
through 17, related to the ESA:

Conpr ehensi ve Strategy
o Chall engi ng unwarranted |i stings
o Chall engi ng unwar r ant ed critical habi t at
desi gnati ons

Li stings and designations can affect
o Shi ppi ng

o transportation
o oil and gas devel opnment
0 m ning
o comercial, sport and subsistence fishing and
hunti ng
* Listing petitions

Pol ar bears

Bel uga whal es in Cook Inlet
Steller sea |lions

Hunpback whal es

Paci fic wal rus

Seal s (ringed and bear ded)
SE Al aska Pacific herring
cal Habitat Designations
Pol ar bear

o Cook Inlet Beluga whale

[ ]
O L.00000O0O0
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* Pending Lawsuits and appeal s
Pol ar bears

Bel uga whal es

Steller sea |lions
Hunmpback whal es

Ri bbon seal s

O O O0OO0Oo

» Threatened | awsuits
o State’s notice of intent to sue to challenge
187, 000 square mles of critical habi t at
designation for polar bear

Attorney GCeneral Burns enphasized that all the 1listings,
lawsuits, and threatened |awsuits would restrict the
ability to devel op

Attorney General Burns directed attention to a pie chart on
Slide 18 ("ESA FY1l Budget Expenditures") depicting the
nearly $1.4 mllion cost of litigation on various issues:

« Wod Bison, $10, 560

e Hunpback Whal es, $16, 110

e Ribbon Seals, $43,137

e Ringed and Bearded Seals, $10, 000

e Pacific Walruses, $20, 000

e General ESA Advice, $17, 000

e Western Steller Sea Lions, $574, 305
e Eastern Steller Sea Lions, $18, 500
e Polar Bears, $241,776

Attorney General Burns noted that comunities had also
spent a significant amount of noney. He stressed that the
federal regulations being inplenmented cost a trenmendous | ot
of noney to defend, and that a strategy was needed. He
underlined that the objective was not litigation, but to
engage early on and to engage together.

2:38:46 PM

Attorney Ceneral Burns referenced the CD-5 project (Slide
19, "Assisting DNR and DEC in requesting pronpt federa
review of NPR-A challenges"), noting that all stakehol ders
had been united on the issue:

House Fi nance Conmmittee 18 02/17/11 1:34 P. M



e Challenges to petroleum exploration in the National
Pet r ol eum Reserve- Al aska (NPR- A)
o Cean Water Act wetlands fill permt for CD5
pr oj ect

Attorney General Burns reviewed Slide 20, "Advising DNR on
response to BLM W1l derness and 'WId Lands' designations":

* Interior Secretary Salazar ordered the evaluation of
72 mlliont acres of federal land in Alaska for
wi | der ness characteristics, potentially al | owi ng
federal governnment to create de-facto wlderness in
Al aska wi t hout congressi onal oversi ght

0o Affects permtting and right of way
determ nati ons

o Changes the nultiple wuse mnandate otherw se
applicable to BLM I ands

Attorney Ceneral Burns turned to Slide 21:

« US Fish and WIldlife Service revised the Arctic
Nat i onal Wildlife Ref uge ( ANVR) Conpr ehensi ve
Conservation Pl an, evaluating w | derness

o Dept. of Law provided l|legal advice to Governor
who wote President Gbama urging him to respect
ANI LCA

Attorney General Burns detailed that the |awsuit had cost
Al aska $36,000. He had received a call from a Texas
reporter who asked whether the |lawsuit had been a waste of
noney, since the case was lost. Attorney Ceneral Burns had
responded that Al aska |ost as soon as the case was filed,
but the case had to be filed to respond to a statenent nmade
by US. Interior Secretary Salazar. The Departnent of Law
was unable to correct the confusion and had to file a
| awsuit. The federal governnment was unequivocal that there
was no noratorium

Attorney GCeneral Burns noved to "Assisting DEC s request
for pronpt EPA action on Shell's Cean Air Act permt
application"” (Slide 23):

* Environmental Appeals Board (EAB) renmanded Shell’s
application for further work

* EAB questioned EPA's analysis of inpacts of nitrogen
di oxi de em ssions fromdrill ships
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e Shell now postponing plans to drill exploratory
well's this summer

Attorney General Burns detailed that in the Shel
situation, the federal delegation was united in condemi ng
t he decision by EPA to delay the project again.

At t or ney CGener al Bur ns addr essed "Chal | enges and
Qpportunities” (Slide 24):

e Support--as legally appropriate--responsible resource
devel opnent
o Develop a conprehensive long term devel opnent
strat egy
= Endangered Species Act
e Unwarranted |istings
e Unwarranted designations of «critica
habi t at
= Quter Continental Shelf exploration

 Chal l enges when warranted
= Clean Air and Water Acts

 Chal | enges when warranted

Attorney Ceneral Burns stressed the inportance of acting in
a cooperated approach involving the legislature, the
adm ni strati on, al | t he agenci es, as wel | as
muni ci palities, boroughs, Native corporations and tribes,
i ndustries, and other attorneys general from throughout the
country.

Attorney Ceneral Burns concluded that the destiny of Al aska
was to reverse the course of declining throughput and to
take advantage of the opportunities to aggressively pursue
responsi bl e resource devel oprent.

2:42: 28 PM

M. Itta pointed to handouts that had been given to the
commttee. In particular, he enphasized a handout from a
DOL attorney with a summary valuation on the Coastal Zone
Managenment Plan, and the eight policy points. He stated
that he would continue to be at the table on behalf of his
people for the rest of his life.

M. Rock noted that additional nmterials would be sent to
the comm ttee.
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Co-Chair Thomas comended the panel and the work done
together. He believed coastal zone managenent should be in
t he hands of the regions.

Representative Joule hoped there was appreciation for what
had been said by the North Slope Borough and ASRC visitors.
He acknowl edged the difficulty of making sonme of the
statenents, wth regards to OCS and the position of the
North Slope Borough and ASRC related to the people they
represent. He enphasized that the statenents were the
result of years of working together with the industry.

Representative Joule referred to the story of David and
Goliath, with Goliath being the federal governnent and
David being the state. He pointed out that David had a
weapon that he used effectively; he believed that was the
opportunity the state had before it as it noved forward
wi th the discussion of responsible devel opnent in Al aska.

Representative Joul e enphasized that Native Al askans could
be an asset for the state in working with the federa
government. He thought the way forward would be an easier
path; he noted that the extended hand had been there. He
acknowl edged that there were challenges, but argued that
there had always been challenges. He stressed that we do
not know our potential, and that was the prom se: to unlock
it with the people that we have, to use all of us as
resources and assets in order to nove forward to a conmon
desti ny.

Representative Joule believed the forum fit in wth
responsi bl e resource devel opnment and bridging the distances
in order to get to the goal

2:50: 25 PM

SENATOR DONNY OLSON thanked the commttee for t he
opportunity to express the views of the northern
comruni ti es.

Representative Edgnmon queried the possibility of a larger
role for tribal governnents in the partnership effort.
Attorney General Burns replied that the communities were
gathering to identify the common issues. He stated that the
state would engage and figure out opportunities to
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enphasi ze and expand upon in order to presented a united
vVoi ce.

REPRESENTATI VE BOB HERRON spoke to the acknow edgenent of
the Northern Waters Task Force and noted four |egislators
present who were working closely on the issue. He reported
that the task force would have a letter to all legislators
soon about the issues being addressed. He spoke in support
of nmore direct communication. He referred to a story told
by Commi ssioner Sullivan about interfacing with the EPA on
the Punp Station 1 shutdown. He queried the inportance of
forcing conversati on W th t he f eder al gover nment .
Comm ssioner Sullivan responded that he believed there were
different opportunities; one was for everyone to engage
Wi th t he f eder al gover nment and comuni cat e t he
frustration. He thought there was a desire for partnership
both for Al askans and federal officials. He opined that
community menbers like M. Itta and other Native Al askans
engaging with the federal governnent was good.

2:55:59 PM

Representative Herron retold the story of the comm ssioner
going face-to-face with the EPA at the punp station.
Comm ssi oner Sullivan responded that the EPA had not wanted
to grant pernmission to restart TAPS;, he did not think the
EPA had the authority to make the call. He believed
di sagreenent had to be expressed forcefully, but he wanted
to convince themto cooperate.

Representative Neuman asked when developnment in Point
Thomson would nove forward and create jobs. Conm ssioner
Sullivan responded that the departnment was focused on
trying to settle the Point Thonmson matter between the
working interest owners and the state. He warned the
process could take time, but not from lack of effort or
f ocus.

Representative Gara commended the work done by Mayor Itta,
particularly in keeping the balance between building
alliances and litigating. He reported that he had wanted to
wite an angry letter when the U S. Arny Corps of Engineers
had denied the permt to build the bridge across the
Colville River. He queried the status of devel opnent plans
in NPR-A especially at Teshekpuk Lake. M. Itta replied
that initial discussions about the area resulted in an
agreenent that there was to be a ten-year noratorium on the
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northern part of Teshekpuk for biological studies related
to fish and calving grounds. He had been satisfied with the
agreenent. However, the latest attenpt was to nmake a wld
lands or other designation; he was opposed to nore
wi | derness designation in the area. He noted that regarding
the CD-5 issue, the North Sl ope Borough assenbly had worked
for three years to come to agreenment about what was
acceptable to the people that depend upon the Colville
River. He stressed that the decision was not a |light one.

3:01:47 PM

M. Itta pointed to the contradictions of the federal
government issuing edicts and nmandates on one hand, and
then changing direction after the conmunity followed the
directives. He stated that it was a tough place to be. He
wonder ed whet her anyone knew what was really going on. He
argued for a strong and united voice. He did not want to be
saved. He noted that his father had an allotnent at the
west end of Teshekpuk Lake and he had an allotnent at the
east end. Hs famly had the connection from tine
i mrenorial. He cared what happened in the area. He referred
to the ASRC land |ock-up, with a dramatically large area
He thought conmon sense had been | ost sonmewhere.

Representative Doogan surm sed that he had heard that the
state of Alaska mght be insufficiently involved in sone
i ssues that were inportant to the people of the North Sl ope
and to Al askans as a whole. He hoped the situation had been
renedied and that there would not be a problem in the
future.

Co- Chair Thomas announced that the co-chairs had decided to
hire a veteran's caucus enpl oyee to support the veterans of
Al aska. The hired person was a captain who had had two
tours to lraq.

Co-Chair Stoltze acknow edged the contributions of the
panel .

3:06: 50 PM
AT EASE

3:11: 38 PM
RECONVENED

#
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ADJ OURNVENT

The neeting was adjourned at 3:11 PM
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