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COCHAIR ERIC FEIGE <called the House Resources Standing
Commttee neeting to order at 1:06 p.m Representatives Seaton
Hawker, Tarr, P. WIlson, O son, Saddler, and Feige were present
at the call to order. Represent ati ves Johnson and Tuck arrived
as the neeting was in progress.

HB 163- REGULATI ON OF SOLI D FUEL BURNI NG DEVI CES

1: 06: 40 PM

CO- CHAI R FEI GE announced that the first order of business would
be HOUSE BILL NO 163, "An Act prohibiting a person from burning
certain materials in a solid fuel burning device; relating to
solid fuel burning device em ssion standards; and relating to
prohi bitions on the burning of solid fuels."

1: 06: 53 PM

REPRESENTATIVE T. WLSON, Alaska State Legislature, paraphrased
from the following sponsor statenment [original punctuation
provi ded] :

This bill would establish a new em ssion standard for
solid fuel burning devices within the EPA designated
2.5 nonattainment areas by allowing only the cleanest
burning devices to be sold at local retail stores.
Those who have a solid fuel device currently installed
are grandfathered under the new em ssion standard and
woul d not need to convert their device.

Currently, a PM 2.5 nonattainnent area has been
designated by the U S. Environmental Protection Agency
within the Fairbanks North Star Borough. During the
winter nonths, air quality status can reach unhealthy
levels for many of the people who reside within the
nonatt ai nnent area. This was especially true this
last winter when the average tenperate between
Novenber and Decenber was m nus 40 degrees.

This bill ensures the nost efficient EPA certified
appliances are installed as honeowners naturally
upgrade their units, saving Al askans noney by reducing
the cost of space heat. Additionally, by installing
t he best technology, air quality at a nei ghborhood and
regional level wll also inprove. This is inportant
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for the overall health of the comunities and for
achieving federal attai nment with EPA

Finally, HB 163 guarantees an individual's right to
use a solid fuel burning device in accordance wth

their budget and | ocal and state |aw The
consequences of not reaching EPA PM 2.5 attainnent
status stretch beyond health concerns. If attai nment

is not reached by 2014, the EPA could sanction the
state of Alaska by wi thholding Federal highway funds
within the non-attainnent area, which ranges from the
City of Fairbanks to the City of North Pole and the
outlying areas. It is not the entire Fairbanks North
Star Borough but is the populated area. It also would
include Ft. Winwight. This would prevent nmany of
Al aska’s roads and transportation infrastructure from
being constructed or upgraded. This bill is a
proactive bill and wll hopefully prevent additional
communities frombecom ng a PM 2.5 nonattai nnent area.

1: 09: 20 PM

REPRESENTATIVE T. WLSON indicated she originally considered
making the bill apply statew de, however, since then she nade
several changes to the bill. Perhaps if the community had been

nore proactive it mght not be in a non-attai nnent area now, she
sai d. The EPA certified wood stoves are rated up to 7.5 grans
per hour. Due to tenperature inversion issues, the EPA and
Fai rbanks North Star Borough (FNSB) do not think the comrunity
can neet attainment w thout specifying cleaner burning stoves,
such as ones that rated at 2.5 grans per hour.

REPRESENTATIVE T. WLSON explained that the interpretation of
the EPA's standards related to British Thermal Units (BTUs)
i ndicated none of the wood stoves would have qualified, which
was not the intent of the bill. Additionally, the DEC wll
address by regulation any stoves over 200,000 BTUs, which are
nore the conmercial size. She said the intent of this bill is
to provide relief for her comunity. In fact, she hoped that a
natural gas project wll nove forward, which will ultimtely
solve the air quality problem

1:10: 44 PM

COCHAIR SADDLER noved to adopt the proposed commttee
substitute (CS) for HB 163, Version 28-LS0248\ R, Nauman, 4/4/13,
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as the working docunent. There being no objection, Version R
was adopted as the working docunent.

CO-CHAIR SADDLER asked how nuch of the non-attai nnent issues
were the result of tar em ssions versus emssions from a wood
stove or other stove.

REPRESENTATIVE T. WLSON indicated that over 50 percent of the
air quality issue is attributed to burning solid fuel from wood
st oves.

1:11: 32 PM

REPRESENTATI VE HAWKER asked whether the sponsor is confortable
with the standards on [page 2, lines 10-31, and page 3, lines 1-
2], subsection (c)]. He further asked whether the sponsor is
confortable that the departnment wll have tinme to adopt the
regul ati ons.

REPRESENTATIVE T. WLSON answered yes; that at this point these
standards will work the best for Fairbanks. She remarked that
the coal burners within the FNSB are exenpt. She enphasi zed
that the conmunity is not seeking a whole new test nodel.
Instead, she would Ilike regulations to be clearly set so
conpanies bringing in any device not currently certified by the
EPA will have the ability to have the device tested, subnit the
results, and receive approval or denial.

1:12: 48 PM

REPRESENTATI VE HAWKER remarked that she has hit on the key. He
offered his belief the one of the areas that wll be npst
inpacted by the bill is the Fairbanks area. He said, "If you
are confortable with it, I"'mconfortable with it."

REPRESENTATIVE T. WLSON clarified that another conmunity,

Juneau, "is on the edge." She stated that Juneau represents a
smal ler area and while it does not fall in the EPA s non-
attainment area for air quality, it does fall in the next stage.
She hoped one outconme will be that conpanies wll manufacture

cl eaner-burni ng stoves.

REPRESENTATI VE HAWKER said he appreciated her bringing the bil
forward

1:13: 26 PM
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REPRESENTATI VE P. WLSON understood the sponsor will be working
with the DEC in the next several nonths and if necessary would
bring additional changes forward next year.

REPRESENTATI VE T. WLSON agreed. She said that she wll be
working with the community, the DEC, and the dealers on the air
quality issue. She stated that her overreaching goal and intent
is not to do harm

1:14: 08 PM

REPRESENTATI VE TARR suggested the sponsor could also work with
the Departnent of Health and Social Services. She wunder st ood
that high rates of asthma currently exist in Fairbanks due to
particulate matter. She expressed concern that burning fuel and
other materials such as plastics which emt toxic funmes is also
related to asthma and other health conditions.

REPRESENTATI VE T. WLSON answered that the list of items not to
burn is already addressed in regul ation. She highlighted that
the asthnma problem in Fairbanks is nore closely related to
burning of "greener" wood, which doesn't conmbust to the fullest

extent. In fact, the tenperature inversion holds all
particulates at the ground |Ievel. Further, at extrenme |ow
tenperatures the problem has been exacerbated [since people burn
nore wood]. She anticipated one outcone of the bill is that
peopl e automatically will ook for cleaner burning stoves.

1:16:11 PM

CO CHAIR SADDLER asked whether stoves already in stores'
inventory that do not neet the standards will pose a problem for
retailers.

REPRESENTATIVE T. WLSON answered that issue will be worked on

with DEC [as part of the interim work on the bill]. She
envisioned that a list will be sent to DEC so the departnent is
informed on store inventories; however, she understood the
stoves would be sold outside the non-attainnent area. She

acknowl edged that one of her goals is to hold conpanies
harm ess.

1:16: 53 PM
CO- CHAIR SADDLER asked how nuch nore expensive a high-

performance, high-efficiency |lowparticulate emtting stove is
as conpared to one with a | esser eni ssion standard.
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REPRESENTATIVE T. WLSON responded that the cost ranges from
$100 to $200 or nmore for high-efficiency stoves, which is not
related to emissions as nuch as the stoves' appearance since
features such as glass or curlicues cost nore. |In fact, nost of
the high-efficiency stoves contain a catalyst, which is the
mechani sm t hat nmakes the stoves cl eaner burning, she said.

1:17: 38 PM

REPRESENTATI VE SEATON referred to background information in
nmenbers' packets entitled, "EPA Certified Wod Stoves." He
understood the EPA mintains a list of 1988 accredited
| aboratory tested stoves. He asked whether the 1988 standard
has not been replaced by a new standard. He further asked

whether the 2.5 grams per hour for each 200,000 BTUs of heat
out put represents a new "Al aska-only standard" or if the EPA has
anot her desi gnati on.

REPRESENTATIVE T. WLSON responded that 1988 is the year in
which certification of all stoves began, which ranges from.4 to
7.5 grans per hour. A few years ago Washington [state] had the
same issue and instead of banning stoves, their agencies
approached the issue by lowering the anobunt of em ssions. She
had hoped the EPA would inpose the em ssions standards, simlar
to how car emssions are regulated, by requiring catalytic
convertors to reduce em ssions. However, she did not want to
wait for the EPA to act, so the aforenentioned standard would
only apply to the non-attai nment area in Al aska. Addi tional ly,
as sponsor, she will consider adding a sunset provision so once
attainment is reached the statutes would no | onger apply.

1:19: 18 PM

REPRESENTATI VE =~ SEATON  under st ood t he EPA perforns t he
certification so the state will not need to do the testing;
instead, it will be done by the EPA |aboratory. He wondered if
stickers or sone type of plaque would be applied to stoves to
indicate the particul ate em ssions.

REPRESENTATIVE T. WLSON responded that this would apply to wood
stoves and qualified solid fuel burners, but coal burners wll
be exenpt. The DEC would set up the equival ent standard rel ated
to the EPA, by regulation, for testing by certain |aboratories.
She stated that the FNSB currently wll test any units not
currently certified or not qualified by the EPA at the owner's
expense.
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1: 20: 45 PM

CO CHAIR FEIGE understood that catalytic converters help burn
the contents nore conpletely and cuts down on the particul ate
em ssi ons. He asked whether it is possible to retrofit older
stoves with sone type of in-stack catalytic converter.

REPRESENTATIVE T. WLSON stated that sone testing is currently
happeni ng, especially for outdoor boilers. She stated, for
exanple, that the Tok School has a [catalytic converter] in one
of its bigger units. She highlighted that while it works best
job when the stove is burning hot, it's a little harder to
control with wood stoves as opposed to furnaces. Typi cal |y,
peopl e get the stove started then turn it down while they are at
work. The catalytic converter will make the stoves burn cl eaner
and | onger. She pointed out that nost of the non-catalytic
stoves emt 4.5 grans of particul ates or higher.

REPRESENTATIVE T. WLSON conpared the process as being simlar
to the Inspection and Miintenance (I'M program sone conmunities
had in place. What ultinmately happened was that car
manuf acturers were forced to nmake their products cleaner and as
older cars wore out and were replaced by newer ones [with

catalytic converters], the carbon dioxide emssion issue
subsi ded. She offered her belief that it my take conbined
efforts from states to request EPA offer testing. Currently,

the EPA tests units in a big warehouse with certain types of
wood, but not under cold tenperatures. She expressed doubt that
the actual performance outcone would be the sane in sub-zero
t enper at ur es.

1:23: 15 PM
REPRESENTATI VE TARR asked whether the conmittee previously
considered a bill to provide |loans for wood-burning stoves and
if that aspect will also help private honmeowners to neet the new
st andards.

REPRESENTATIVE T. WLSON asked whether she was referring to HB
35, which would allow people to change out any type of furnace
to a nore efficient type. She expl ained that under HB 35, a
person could not exchange the honme heating system for a manua

wood stove, but a person could put in an automated system

1: 24: 07 PM
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CO CHAI R SADDLER asked whether this bill would bar other second
class cities and nunicipalities from inposing either nore

rigorous or nore |enient standards. He was uncertain of the
impact the bill wll have on em ssions. He referred to [DCED
Fiscal note 1 dated 3/22/13] which read, "It would limt all

muni ci palities from adopting a particulate air contam nation
em ssion standard for solid fuel burning devices other than the
standard adopted by regulation by the state.”

REPRESENTATI VE T. WLSON stated the fiscal note he referred to
is a fiscal note which refers to the original bill and wll be
updated to reflect the proposed comittee substitute. She
antici pated the updated fiscal note would be a zero fiscal note.
She pointed out the original fiscal note was based on a
statewi de inpact and required the DCED to performthe testing.

1: 24: 59 PM

CO- CHAI R SADDLER asked whether this bill will assist in delaying
the EPA' s inplenentation of any sanctions or would result in any
| oss of highway funds.

REPRESENTATIVE T. WLSON answered that the state is required to
have a state inplenentation plan and this wll fit within the
pl an. The nore ways in which the state can denonstrate to the
EPA that the state is attenpting to neet the standards can help
the state receive an extension to neet the standards. She
offered her belief that the EPA realizes it wll take a
different type of fuel, primarily gas, before the FNSB can neet
the air quality standards. However, as long as the state is
making progress in lowering the em ssions, the EPA has been
willing to work with the state. Additionally, the EPA s air
quality standards wll inpact the mlitary bases since the
mlitary nust take into account the non-attainnent area when
considering transporting troops into the Fairbanks area.

1:26: 20 PM

CO- CHAIR FEIGE indicated Representative T. WIson has another
hearing to attend. He asked to hold HB 163 over.

1:26: 34 PM
REPRESENTATI VE SEATON referred to page 3, line 10, to subsection
(e), which read, "A state or local authority may not adopt the

particulate air containnent em ssion standard for solid fuel
burning devices other than the standard adopted by regul ations
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under (c) of this section.” He asked whether this statew de
requirenent is necessary in this bill since the program is
l[imted to the non-attai nnent area.

REPRESENTATIVE T. WLSON understood that is already state |aw
and i s not sonething added.

[HB 163 was hel d over.]

HB 198-O L AND GAS AND GAS ONLY LEASES

1: 27: 28 PM

CO CHAI R FEI GE announced that the next order of business would
be HOUSE BILL NO 198, "An Act relating to the primary period of
an oil and gas or gas only |ease and the extension of a |ease;
relating to ternms to be included in an oil and gas or gas only
| ease; relating to rental for an oil and gas or gas only | ease;
and providing for an effective date."

1: 27: 49 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legislature, on behalf of the House Labor and Commerce
Comm ttee, Representative Kurt O son, Chair, stated that HB 198
relates to the primary period of an oil and gas |ease or gas
only | ease. Currently under AS 38.05.180 (nm), oil and gas
| eases may be extended automatically (1) if and for so long as
oil or gas is produced in paying quantities from the |eased
area, or (2) if the lease is commtted to a unit approved by the
Comm ssi oner of the Department of Natural Resources (DNR)

MR, JACKSON said bill would amend AS 38.05.180 (m to provide
t he Comm ssioner of the Departnent of Natural Resources (DNR) or
hi s/her designee the discretion to grant a one-tinme |ease
extension to the primary period of the oil and gas |ease or gas
only | ease. The total tine of the extension is not to exceed
ten (10) years.

1: 29: 04 PM

MR. JACKSON stated that Section 2 of HB 198 would allow the DNR
to establish conditions for the |ease extension, including that
if a |lease extension is granted, the annual rental rate per acre
shall increase up to $250 per acre per year for the final three
years of the term However, the conm ssioner has the discretion
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to reduce this increased rental rate if it is determned that a
| essee has exercised reasonable diligence in exploring and
devel oping the |l ease during the primary term

MR. JACKSON indicated that Section 4 provides transition
| anguage for |eases which wll be expiring close to the
effective date of the bill. The intent is to ensure all |essees
have an opportunity to apply for the extension.

MR. JACKSON characterized the bill as a "win-win" for the state,
for explorers and producers, who are close to being able to
begi n production or exploration, but need a little nore tine.

1: 30: 48 PM

WLLIAM C. BARRON, Director, Division of Ol & Gas, Departnent
of Natural Resources (DOR), began his presentation by stating
that currently no one has the authority to extend short-term oil
and gas | eases beyond the primary | ease terns. He characterized
this as a real gap in ternms of DNR s policy.

1:31:26 PM
REPRESENTATI VE P. WLSON asked whether there is any reason why
| eases cannot be extended or if this represents an accidental

| oophol e.

MR. BARRON responded that he believed it was an oversight. The
di vision has the statutory authority to |lease up to 10 years but

no less than 5 years. Thus over time the division has
considered 5, 7, or 10-year terns and conditions in an effort to
notivate exploration [slide 2]. The downside to the plan is
that it takes tinme to nobilize, shoot, interpret, and re-
interpret the seismc information, plus get a drilling rig under
contract can take five years. He suggested that a five-year
| ease term on the East side of Cook Inlet, with existing road
infrastructure and longer drilling seasons mght tend to work
better.

1:33: 06 PM

MR. BARRON said it was recognized that sone |essees were
diligently conducting work but running out of tine. These
| essees brought to the division unit applications that were not
fully fleshed out. Thus it was necessary for the division to
process units rather than allow conpanies to perform exploration
drilling to prove the hydrocarbon rather than work off a
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potential hydrocarbon. He described this as being a Kkey
di fference.

MR. BARRON enphasized that this is not about "warehousing."
Instead, this is about conpanies who have been diligent about
doing their work. For exanple, sone conpanies with five-year
| eases have been working for four years or |onger and working
their |eases hard. This bill represents an opportunity for
these conpanies to pursue one or two nore years [slide 2].
However, this bill does not issue an automatic extension and
interested conpanies would have to petition the departnent and
provide details on the work done, nobney spent the discoveries,
and current plans. At that juncture, it would becone a bit of a
negotiation since the lease is a contract. Secondly, this
statute would also allow the division to renegotiate contractua
terms, which is essentially an option. Options cone at a
premum so this will the first time the division can actually
hol d discussions and dictate the necessity for the drilling
program wth hard and fast work commtnents mnade under the
contract extension.

1: 35: 22 PM

MR BARRON referred to the $250 per acre rental rate [in Section
2] that M. Jackson previously nentioned, which represents the
| ease terns issued within the |last several years. He said the
industry has indicated that seven-year |eases are good, since
most of the work could be done within seven years; however,
three extra years would be better. Currently, the fees increase
for leases in which work has not yet been done. He said that
the industry has been really good at naking business decisions
so the division will give them an opportunity to nake additiona
busi ness deci si ons. Additionally, the conm ssioner has the
ability to reduce the rental rate if work has been done.

MR BARRON said he was unsure whether the division would ever

use the $250 rental figure. For exanple, if a producer had a
five-year |lease and the division granted the lessee a full five-
year ext ensi on, the division wwuld be building yearly
t hr eshol ds. In the event the lessee did not neet the first

annual requirenent, perhaps the |ease would expire. Therefore
even though the $250 per acre rental rate is an option, he did
not anticipate the division would routinely use it.

MR. BARRON pointed out the real key will be the ability to have
wor k conmi tnents. Under the bill, this would be the first tinme
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the division could "lean into the conpanies” and get work
prograns establi shed.

1:37: 03 PM
MR. BARRON offered to quantify the problem the bill wll
addr ess. He referred to slide 3, entitled "Northern Al aska

Lease Distribution” which depicts a collection of data, by
columm, for the nunber of conpanies and |leases in the Foothills
area and North Slope area that will expire in the next 2 years,
2-5 years, and over 5 years. He characterized it as a mx of
conmpani es, whi ch changes over tine.

MR. BARRON stated that Repsol [E& USA, Inc.] (Repsol) is a
"big" player, and AVCG LLC is right behind them Repsol was
not at the original |ease sale, but acquired the |eases through
a business arrangenment with Arnstrong Ol and Gas, Inc. This is
the type of conpany that becane very aggressive wth its
drilling activities and nobilization. He indicated this is the
type of conpany the division would want to encourage and reward
with this type of extension opportunity.

1: 38: 28 PM

REPRESENTATI VE HAWKER acknow edged Repsol as a great exanple.
He recalled previous testinony that the division seeks to have
latitude to extend | eases for soneone who had been diligent over
the primary term He wanted to nake certain that the intent is
for this bill to cover someone who held a successor interest
since these | essees did not have the ability to be diligent over
the primary term  Thus the successor interest would need to be
willing to adhere to additional requirenents as a condition of
t he extension.

MR. BARRON responded that is clearly the intent. He expl ai ned
that when soneone buys into an oil and gas |ease, they enter
into a contract with the state and effectively "step into the

shoes” of the other conpany. If they stepped in with only one
year of the lease remaining, it would be very difficult to make
substantial activities. G anted, that would be a difficult
call, since the conpany is aware at the outset it only has one
year. Thus, the conpany nust "really get after the progrant or
risk "a very blunt no." Naturally, conpanies will be aware of

the short tinme remaining so if the conpanies are not ready to
proceed, it would likely be their preference to let the |ease
expire and pick it up in the next |ease sale. Agai n, Repso
came in with a short wndow and worked aggressively and
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diligently with the state to get its work program noving
f orward. He reiterated that someone stepping into the |ease
would be treated the sane as sonmeone who originally had the
| ease.

1:40: 44 PM

REPRESENTATI VE P. W LSON asked for clarification on the process.
She asked what happens when a five-year oil and gas |ease runs
out . She further asked whether an unsuccessful oil and gas
| ease will go back to the state or if the conpany is successful
if oil production is the next step.

MR. BARRON first explained what happens if a conpany fails to
finish working its lease within the |ease tinefrane. He said
that the conpany can relinquish the property, which is returned
to the state for the next |ease sale. The conpany has an
opportunity to pick up the lease again or a conpetitor could
| ease it. He said the division recognizes this as a problem
since substantial work nay have been done wunder the initial
| ease and the original conpany has the best know edge and
understanding of the geology, as well as having the work plan
| aid out. Thus it's in the state's best interest to give them
another year or two to conplete the work that is already
start ed.

1: 42: 00 PM

REPRESENTATIVE P. WLSON asked who owns the geographica
i nformation.

MR. BARRON answered that information is held by the conpany. He
said that seismic information is typically released to the
state, but it is held in confidence.

CO- CHAI R FEI GE remar ked one exception is if the conpany acquired
t he geographi cal information under exploration credits.

MR. BARRON answered that is correct. In the event the conpany
acquired the information wunder the exploration tax credit
regime, the state would receive the information.

1:42: 42 PM

MR. BARRON next turned to the success path. In the event a
conpany was successful and was able to perform due diligence,
and drill wells, and was successful, would apply for a unit
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application from the division. The conpany would unitize the
area it felt was productive and all the |eases associated with
the unit will be held so long as the unit is in state. "They
get to keep the land after that," he said.

CO CHAI R FEI GE understood that is the case so long as the unit
i s produci ng.

MR BARRON answered that is correct.
1:43: 15 PM

CO CHAI R SADDLER asked whether the extra rental rate per acre,
increasing from $25 to $250, which could be pretty expensive
m ght jeopardize the econonmics such that it mght not be
affordable to continue even if the conpany desired to do so.

MR BARRON allowed that would be a possibility, but the
division's intent is to have the ability to increase rents as an
option; however, it doesn't necessarily nmean the division would
i npose the additional rental fees.

CO CHAI R SADDLER asked whether the division could charge fees up
to the $250 limt.

VR. BARRON answered vyes, that process is part of the

negotiations with the |essee. Additionally, one of the pieces
is also performance bonding. For exanple, the division may
require a $10 nmillion bond if the cost to drill the well is $10
mllion. I f the conpany doesn't perform the state would keep

the bond, but in the event the conpany perforns, the state would
rel ease the bond.

MR. BARRON clarified that this represents the division's attenpt
to have conpanies obtain some "skin in the game" and commt to
the state work activities that the | essee intends to perform on
state land in a tinely manner.

1:44: 27 PM

MR BARRON, again, said that while the $250 per acre rental rate
may seem extreme, it would likely be the |last option the state

woul d use. In fact, if +the conpany has been perform ng
substantial work, the $250 increase would not be issued by the
conm ssi oner. He enphasized that the entire point of the

additional fee is if the work isn't being done, that the state
is placing a value on the | and.
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CO- CHAIR FEI GE remarked that it is a "nudge."

MR. BARRON said that is exactly right. Wiile in theory, the
rental fee increase provision is in the bill, it's highly
unlikely that the state would get to that specific point.

1:45:12 PM

MR. BARRON turned to the slide depicting Cook Inlet Lease
Distribution [slide 5]. He pointed out the slide represents the
maj or conpanies operating in the Cook Inlet. Again, this
represents a mx, wth «clearly Apache Al aska Corporation
(Apache) | eading, since that conpany has picked up considerable
acr eage. In fact, the conpany has been very aggressive. He
cautioned that the |ease extension in the bill is not to allow
conpani es an opportunity to "shoot seismc.” \Wile he said he
isn't pointing any fingers, there is a great deal of push to get
as nmuch seismc shot as possible. However, Kkeep in mnd,
conpani es do not have to own |eases to shoot seisnc. | nst ead,
conpani es can obtain a land use permt fromthe state to "shoot
seismc."

1:46: 18 PM

CO CHAIR SADDLER asked whether the number of |eases and the
acreage covered by the | eases are based on the sane proportion.

MR. BARRON answered relatively so, especially in the Cook Inlet.
But, in general, the division's |eases are three mles by three
m | es. He offered a "quick rule of thumb" to interpret the
acreage depicted on the slide. He referred to first colum with
88 leases in total, that the aforenentioned proportion of three
mles by three mles could be nultiplied to arrive at the
approximately total acreage.

1:47: 04 PM

REPRESENTATI VE SEATON understood that the seismc was held up
for Apache. He asked whether any allowance is nade for delays
in permtting.

MR. BARRON answered that the intent is decisions will be nmade on
a case-by-case basis. The conpany would need to provide details
on the work planned and any barriers encountered. He
anticipated that conpanies wll Ilikely come in wth bundles,
such as packet A B, and C Thus the leases may be in a
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grouping on the North Slope from west to east. He envi si oned
the division would grant extensions for packet A based on
specific work prograns. However, the conpany may not have
performed any work on |eases in packet C so the division would
not grant an extension. Again, this would be discretionary and
is part of the dial ogue, he said.

1: 48: 48 PM

MR. BARRON turned to slide 6, entitled, "Wat are the benefits
of HB 1987?" He noted that conpanies are aware the short-term
| eases are sonewhat problematic, which the division is trying to
solve with this bill. The goal of this bill will be to afford
| essees holding short-term | eases an opportunity to finish up.

In essence, this would benefit the state since it would require
a work program plus the division believes this bill wll

i ncrease the probability of bringing |eases to production, which
clearly will benefit the state.

1:49: 29 PM

REPRESENTATI VE HAWKER asked whether it will be beneficial to the
state as a law of general application that would apply to both
the northern and southern part of the state.

MR. BARRON answered yes. He said the bill would affect future
| easing prograns, regardless of where the areawide leasing is
| ocat ed. He predicted the overall effect of HB 198 will be to
allow the state to nmnage its oil and gas |eases at a nmuch
hi gher | evel .

1: 50: 13 PM

REPRESENTATI VE HAWKER i nquired how M. Barron would respond to
critics that this would open up a secondary nmarket in |ease
futures where conpanies can hang on to the |ease for the purpose
of "flipping it" to an adjacent holder or soneone el se once the
wor k i s done.

MR. BARRON renarked that 1is an interesting question. He
anticipated a conpany who has been diligent in performng work
will not likely be in a position to "flip it." He surm sed that
the secondary narket may not be there, but there nmay be added
val ue. Besides, if the secondary party has nore financial
ability than the first lessee, it would represent an advantage
to the state since the secondary party would bring the strength
of the ability to conplete the work and bring the unit under

HOUSE RES COW TTEE -17- April 6, 2013



producti on. However, operators who originally bought the |ease
m ght be deenmed as specul ators, probably haven't been performng
any work on the |eased |and. Therefore it would be difficult
for the speculators to junp the division's first hurdle, which
is to identify any work perforned.

1:51:46 PM

MR. BARRON acknow edged that the secondary market exists and it
is a robust narket. Clearly, that is evident by the work
already done in Cook Inlet. For exanple, the aforenentioned
Repsol |lease is indicative of a secondary |ease nmarket. He said

[ secondary |eases] represent one piece of the industry which
does bring val ue.

REPRESENTATI VE HAWKER agr eed. He was unsure whether it was a
desirable outcone to allow conpanies to buy up |eased |Iand,
perform very little work and then "flip it" to an incredibly
conpetent qualified new operator. In doing so, it wll allow
the new operator the ability to operate for five years wthout
the lease reverting to the state, which would [effectively
bypass] the conpetitive bidding process.

MR. BARRON responded that this is the reason the |ease extension
is a one-time extension and the tinefrane is not |ocked into
five years. In fact, the extension may only span one or two
years. He enphasized that this process is clearly identified as
a one-tine extension wth the time and work program to be
determ ned by the department.

REPRESENTATI VE HAWKER related a scenario in which an operator
bought a | ease, but did not performwork and the | ease is al nost

expired. If the lease can be "flipped" to a conmpany wth
expertise to work it, it would essentially be a subsidy for the
value of the |ease. Moreover, it would provide an intrinsic

value to a conpany who has otherwise failed conpletely in its
obligations to invest and devel op on the | eased property.

MR. BARRON answered the departnent would not I|ikely grant an
extension in the aforenentioned instance since no work had been
done by the first |essee.

REPRESENTATI VE HAWKER wondered whether the conmittee ought to

fine-tune the process. He said this is the reason he didn't
pursue a simlar bill early in the legislative session.
1:54:45 PM

HOUSE RES COW TTEE - 18- April 6, 2013



CO- CHAIR FEIGE surm sed the risk of obtaining an extension would
be taken up by the second purchaser. He suggested the risk
woul d increase significantly as the end term of the first |ease
approached. He observed that the better option for the origina
| essee would be to "flip it" fairly quickly to allow tine for
significant work to be acconplished by the second |essee. He
offered his belief that the | eases were nostly conpetitive bids.

MR. BARRON clarified the original oil and gas |eases are all
conpetitive bid | eases.

CO- CHAIR FEIGE pointed out the department really does not have

any control over the high bidder. He suggested this bill could
result in nore highly capitalized conpanies buying |eases and
performng nore work than the original |essee. In brief, he

said this would |l et the market deci de.
MR. BARRON answer ed yes.
1: 55: 55 PM

REPRESENTATI VE P. WLSON asked for the reason the |ease would
not automatically revert back to the state. She wondered why
the state would not revoke a lease if a company was not actively
wor ki ng the | ease.

MR. BARRON responded that the primary lease termis a contract
between the state and the conpany which gives the |essee the
exclusive right to operate on the land for the primary term
Currently, the state does not inpose work obligations during the
primary term he advised. Thus a conpany can obtain the |and
under the current 10-year lease terns and could hold it.
Incidentally, that's the reason the division added the $250 per
acre rental increase provision for the last three years of the
| ease. He predicted this change will encourage conpanies to
make W se busi ness choi ces.

1:56: 55 PM

REPRESENTATI VE P. WLSON asked for clarification on |ease sales
bet ween conpanies noting the conpany [selling the |ease] would
likely nake a profit.

MR. BARRON answered yes. He characterized the transaction as

being a business arrangenent between two independent parties.
For exanple, party "A'" owns the |ease, party "B'" wants to own
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the |l ease or part of the |lease. The conpanies would enter into
a private negotiation, finalize the deal, and present it to the
division as a lease nodification to reflect the new owner.
Hence the state would not have any dial ogue associated with the
process since it is an independent |and transaction.

1: 57: 54 PM

REPRESENTATI VE  SEATON remarked that conpanies are often
recruited to come to Alaska and drill by the |essee. In fact,
this type of nechani sm has brought a nunber of conpanies to the
state, such as Repsol and Arnmstrong. He said he is |less
concerned about conpanies selling their |eases since it neans
the | essee had to convince another conpany to buy the lease. He
expressed support for the |ease extension provision, which he
characterized as being simlar to Norway's requirement for work
conmi t nent s. Utimately this will be beneficial in Al aska in
terns of production, he said.

REPRESENTATI VE SEATON referred to page 2, lines 10-29, to the
| anguage "autonmatic extensions” which is deleted. He asked for
clarification on the effect since the |anguage on page 2, line

14 allows for automatic extensions, [which seens contradictory].

MR. BARRON responded that automatic extensions w Il occur, but
will be limted to instances in which the property is commtted
to a unit or is under current production.

REPRESENTATI VE SEATON questioned whether the |anguage in the
bill is referenced correctly.

2:01:16 PM

CO CHAIR FEIGE said it seens as though the "automatic extension”
| anguage was noved fromline 10 to Iine 14.

REPRESENTATI VE SEATON again referred again to page 2, line 10-
29. He argued that renoving the |anguage "automatic extensions”

would elimnate automatic extensions. The bill would set up the
condition that if the lease is not automatically extended, the
other provisions wll occur; however, the ability to offer

"automati c extensi ons" has been renoved.
MR. BARRON remarked that the division and the sponsor are

confortable with the |anguage, which read [original punctuation
provi ded] :
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An oil and gas l|lease or gas only |ease shall be
extended beyond its primary term [AUTOVATI CALLY
EXTENDED] if, at the end of the primary term oil or
gas is produced in paying quantities from the |ease
and for so long thereafter as oil or gas is produced
in paying quantities fromthe lease or if the lease is
commtted to a unit approved by the conm ssioner.

MR. BARRON indicated the aforenentioned |anguage provides a
clear way to indicate the lease is extended as long as it is
committed to a unit or is producing.

CO- CHAIR FEIGE reinforced that the |anguage does read "shall be
ext ended. "

2:02: 51 PM

REPRESENTATI VE TUCK suggested rather than saying "automatically
extended" it could read, "extended beyond its primary term"
whi ch neans the sane thing.

[ MR BARRON nodded yes. ]

CO- CHAIR FEI GE concurred that "shall be extended" and "if oil or
gas is produced in paying quantities" [seens to cover this].

REPRESENTATI VE SEATON mai ntained his concern is for the sponsor
to review the language related to automatic extensions to be
certain it functions as intended.

COCHAIR FEIGE offered his belief that the essence of the
"automatically extended" is maintained in the proposed | anguage.

2:03:28 PM
CO CHAI R SADDLER asked whether this bill is likely to change the
division's policy on lease terms or if the departnent will use

the five or seven year |eases to encourage conpanies or if the
| eases woul d automatically be 10-year | eases.

MR. BARRON answered that the division really prefers 10-year
| eases, which are called "seven plus three" leases. This allows
the division to grant a 10-year |ease, but retain the potentia
el evation in rental rates in years 8-10 to encourage work to be
conpleted in the seventh year, which fits in well wth good
busi ness practi ces. However, the "seven plus three" |eases are
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not eligible for any extension since the division does not go
beyond ten-year | eases.

2:04:30 PM

CO- CHAI R SADDLER asked whether the | eases are considered seven-
year | eases.

MR. BARRON answered no; that the oil and gas |eases are 10-year
| eases. The division refers to them as seven-year |eases since
the first seven years fall under the lowrental rates.

CO CHAIR SADDLER remarked that the "seven plus three" |eases
woul d be simlar to balloon paynents.

2:04: 49 PM

MR. BARRON said this bill would clearly give the division the
ability to manage its land over the next five years on |ease
sales that were originally five-year and seven-year | eases.
Additionally, HB 198 would give the division the ability to
manage the land as short-term leases in the event that the
division decides to let additional five-year or seven-year
| eases.

2:05:21 PM

CO CHAI R SADDLER asked whether it would be a fair assessnent to
state that the division does not offer any nore five-year
| eases.

MR. BARRON answer ed yes.

CO CHAIR SADDLER clarified the aforenmentioned scenario would be
nore of an escal ator than a ball oon paynent.

[ MR BARRON nodded yes. ]

CO CHAIR FEI GE commented that the division has built the "nudge"
into the current 10-year | eases.

MR. BARRON answered yes.
2:05: 37 PM

REPRESENTATI VE OLSON said he had shared Representative Hawker's
concerns at the tinme the bill was drafted. He enphasized that
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he, too, did not want the bill to be wused to "warehouse"
significant acreage. He offered his belief that HB 198 wl|
nmeet those needs, is a good bill, and he encouraged nenbers to
support it.

2: 06: 30 PM

REPRESENTATIVE P. WLSON asked why work agreenents are not
included in the initial |eases.

MR. BARRON replied that the division is not statutorily allowed
to do so.

MR. BARRON explained that Norway expends considerable funds to
build consortiums and gain seismc information, which is nmade

public to conpanies interested in leases - prior to any |eases
bei ng i ssued. However, in the U S. that doesn't happen so at
the tine of the lease, U S. conpanies really don't know what
resource is "underneath them" For that reason, it isn't
reasonable for the state to inpose work prograns on exploration
ar eas. He characterized it as being considered "an wunfair
hurdl e" and he thought industry would step away from it. In

fact, Alaska would be the sole state to inpose that type of
requirenent.

2:08: 04 PM

REPRESENTATI VE P. WLSON understood that Norway hires conpanies
to performthe seisnm c work.

MR. BARRON answered yes. In essence, it is an expense to the
country and to the consortium He pointed out that Norway's
tracts are sonetimes "20-by-20 mle" or "30-by-30 mle" areas
whereas Al aska's |leases are "3-by-3 mle" tracts. He descri bed
t he conparison as being "two ends of the spectrum?™”

2:08:44 PM

REPRESENTATI VE SEATON conmented that Norway perforns 2D seismc
with the work conmmtnent within three years and Norway perforns
3D seismc to further identify the resource. He asked for
clarification on the usefulness of having an open-ended unit
since the conpany really doesn't have to produce it.

MR. BARRON answered that typically, unit agreenents have five-

year or 10-year tinefranmes, wth automatic expirations if
production doesn't happen. He recalled only one mgjor unit in
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the Cook Inlet wthout production; however, drilling has been
aggressi vely perforned. He indicated it is generally not a big

issue since nost wunits have noved forward. In fact, the
division is "dogged" in its efforts to have units forned based
on proven hydrocarbons, not on potential hydrocarbons - even
though that is in regulations. Thus the division can form a

unit based on potential; however, the division drives hard to
have the well drilled and the resource to be proven. Basically,
that would represent the point at which the division would form
units, not before. As a rule, the division insists on a known
hydr ocar bon resources. In conclusion, he said that it's not in
anyone's best interest to not produce since the conpany has
already incurred the expenses and is paying rental fees on
| eases. Finally, the conpany will enjoy the asset base as soon
as the production is on-1line.

2:11: 48 PM

REPRESENTATI VE SEATON referred to [page 2] lines 12-13, which
read, " ... the lease and for so long thereafter as oil or gas
is produced in paying quantities fromthe lease or if the |ease
is conmtted to a wunit approved by the conmm ssioner."” He
recalled a Kenai Peninsula |ease that was held for the West
Eagle wunit. He asked whether the division has been able to
secure work conmm tments.

MR. BARRON answered that the tinme of unitization is the point
when the work agreenment is inposed.

2:12: 49 PM

COCHAIR FEIGE recalled the division offers |eases other than
oil and gas |eases. He asked whether other |ease prograns could
al so benefit fromthis nethod.

MR. BARRON responded that it is possible. However, the only
other lease program the division engages in is for geothernal

| eases. He reported this program hasn't grown very mnuch and
represents a small part of the overall | ease prograns.
Certainly, this bill clearly targets oil and gas | eases.

2:13:25 PM

COCHAIR FEIGE inferred that while the division has other |ease
prograns the utility of extensions doesn't apply at this tine.

MR BARRON said that is correct.
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2:13:38 PM

CO CHAIR SADDLER asked whether nany conpanies use |land use
permts to performseismc in an area, but do not buy a | ease.

MR. BARRON answered not so nuch anynore. He recalled that
conpanies used to go out and "shoot seismc on spec” and in
fact, there are still seismc conpanies that sell their seismc
i nformation. However, he did not necessarily think oil and gas
conpani es would do so. Instead, oil and gas conpanies wll buy

the "spec seismc" for future | ease sal es.
2:14. 28 PM

CO CHAI R SADDLER asked for the biggest delay in the process from
| easing to exploration and producti on.

MR. BARRON said clearly, the first process is to acquire seismc
information and as diligent as sone conpanies are, they have
encountered hurdles for federal permts to operate on federal
| and. Clearly, that effort poses a hurdle, he said. The nore
conplicated the geographical area, the nore tinme it takes to
process 3D seismc, and to reprocess, stack, and reanalyze the
dat a. Certainly, it can take several years to process since a
conpany would not want to drill a well in the wong spot.

MR. BARRON added that securing a location to drill or to
nmobilizing a rig can create hurdles in sone areas. Ganted, if
the unit is a good prospect, companies can find rigs and bring
theminto the state.

MR. BARRON said beyond that would be permtting delays or
ensuring all the permts are in place. He characterized this as
being is a "time value of nopney" discussion. He pointed out
another limting factor is the winter season on the North Sl ope,
which essentially allows three nonths to drill. To illustrate
this, he asked nenbers to consider that a 10-year |ease program
with only three nonths per year of drilling tinme actually
transl ates to about four years.

2:16: 52 PM
CO CHAI R SADDLER recall ed sone problens one conmpany experienced
to "shoot seismc" along the borders of the Kenai National

Wl dlife Refuge. He asked whether this illustrates sone of the
permtting delays that can happen.
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MR. BARRON answered that the U S Fish & WIldlife Service is
allowng seismc activities to take place on Native inholdings
in the Kenai National WIldlife Refuge, but only to the border of
the inholdings and the activity cannot cross the boundaries
outside of the Native inholdings lands. He predicted this could
be a "crippling event,” in ternms of the ability to acquire "good

seismc" information. In particular, truncating where conpanies
can put their receivers has been detrinental. He described the
process to acconplish activities on federal Iland as being
oner ous.

MR. BARRON said, then again, issues with respect to endangered
species habitats also nust be managed through federal
organi zations and rightfully so. However, unr easonabl y
wi t hhol ding perm ssion to conduct that type of work presents a
real burden for conpani es, he said.

MR. BARRON pointed out that Shell has been held up for many
years by lawsuits. In any case, no matter how well the state
handles permtting reform the ability for parties to stop
activities through legal action remains, which is clearly within
their rights.

2:18: 58 PM

COCHAIR FEIGE inquired whether there are provisions in the
standard | ease agreenents that if a delay happens, the lease is
ext ended. For exanple, he asked whether the l|lease that is
del ayed due to Bel uga whal es coul d be extended.

MR. BARRON answer ed no.
2:19: 25 PM

REPRESENTATI VE P. WLSON asked whether there is any possibility
of allow ng for permanent roads on state |lands in sone areas.

MR. BARRON said he is an unabashed supporter of Roads to
Resources (R2R). He strongly suggested the state should
investigate this further. He offered his belief the west Cook
Inlet is another area that the state should investigate building
per manent roads. He pointed out that each year ice roads are
built on the Al pine, Badam, and Point Thonson units on the
North Slope since the developnent is roadless devel opnent.
However, if a permanent road had been built to the Badam wunit
it could have resulted in |ess expensive exploration by using
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short ice roads off of the permanent road. He characterized the
Al pine unit as a great developnent; however, from Kuparak to
Al pine represents another gap wthout roads, which is an

i npedi rent to exploration. Simlarly, there is a marked
di fference between the east and west sides of Cook Inlet. Af ter
all one side has roads and the other does not have roads. In

fact, he identified the lack of infrastructure as being an
i npedi ment. He highlighted the inportance of being able to nove
peopl e and equi pnent quickly, which makes all the difference in
the world to operators. He pointed out this has been
denonstrated by the robust developnment in North Dakota,
&l ahoma, Col orado, Texas, Chio, and California. He attributed
the difference between the developnent in the aforenentioned
Lower 48 states and Alaska as being due to a lack of genera
i nfrastructure.

2:22: 17 PM

CO- CHAIR FEIGE concurred with the difficulties of operating with
i ce roads.

MR. BARRON nentioned several areas in the state that also pose
difficulties to access, such as the Umat oil field due to the
terrain.

2:22:54 PM

REPRESENTATI VE OLSON asked whether it is possible to put the
fiscal note at zero.

MR. BARRON replied that a zero fiscal note would be a good idea.
Initially, the division debated whether it would fall within its
own ability to budget and at the tinme he was uncertain so he
submtted an indetermi nate fiscal note; however, he now believes
the zero fiscal note would be fine.

2:23:34 PM

REPRESENTATI VE SEATON recalled previously discussing permanent
r oads. He asked whether any statutory requirenment needs to be
changed or if it the decision to build permanent roads is based
on the departnent's policy.

MR. BARRON said he believed that is correct. He said he did not
think it was a statutory provision, but the areaw de best
interest finding (BIF) contains a provision that exploration be
conducted on ice roads and ice paths.
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2:24: 24 PM

REPRESENTATI VE SEATON recalled the previous discussions on
per manent roads. He expressed the commttee's frustration since
it would Iike to advance main corridor roads that nmake sense for
ot her devel opnent. He wanted to nakes sure the DNR is aware
this this conmttee believes the policy and finding should be
revisited; however, he understood the decision rests with the
adm ni strati on. Still, he encouraged the departnent to nobve
f orward. Again, he said this commttee has held hearings and
determ ned that the commttee and legislature is very receptive
to the DNR revising its BIFs policy to allow nmain corridor
roads to be built. He recalled the legislature funding $70
mllion for a gravel road to Munt Spurr. In essence, the
departnment needs to revise its BIF. He offered his belief the
commttee has done all it can do to encourage the departnent to
nove in that direction. At sone point, it's up to the
departnent to reanal yze the policy, he said.

2:27:24 PM
REPRESENTATIVE P. WLSON asked whether the departnent wll
consi der changes to the policy or if not, to outline reasons not

to change the policy.

MR. BARRON responded that to begin with, one of the division's

roles is as the "protector" of state |[and. He said by
definition the nature of exploration should be tenporary. Since
devel oping a permanent road will inpact the l|land forever, it
seens premature to build a road until the resource is known.
Therefore, the best way to build roads for exploration is to
build ice roads. He characterized the division's policy as
bei ng based on environnental protections. The division doesn't
want roads to be built to "nowhere.” Currently, the state has
co-sponsored ice roads to Badami every year for drilling
activities. Once again, Point Thomson has been under
consideration, which is just further down the ice road fromthe
Badam unit. He reiterated the departnent's concern, such that
nature of exploration potentially results in a "scar" on the
and for no val ue. However, once an area is known to have
ongoi ng devel opnent, such as the Badam wunit, the state should
make a hard push for road access; however, it should not do so
during the exploration phase. In short, he said there's good

reason for the [policy].

2:29: 28 PM

HOUSE RES COW TTEE - 28- April 6, 2013



REPRESENTATI VE P. W LSON asked how many pernmanent roads exi st on
the North Sl ope.

MR. BARRON directed attention to the map on the conmmttee room
wal |l that depicts the North Slope, which identifies all the
roads.

REPRESENTATIVE P. WLSON asked whether those are pernmanent
r oads.

MR. BARRON answered yes. In fact, the infrastructure in the
existing fields has been robust, but once away from the area is
not . For exanple, Geat Bear Petroleum has acquired and

performed exploration work using existing gravel pads right off
the highway, rather than to build an ice road via a waiver
granted by the division.

MR. BARRON, with respect to the fiscal note, said that it wll
be zero fiscal note, given the balance between |eases to be
returned versus activity associated, which also includes the
val ue of the work programs. Thus the revenue to the state would
be zero, he concl uded.

2:31:21 PM
CO- CHAI R FEI GE opened public testinony on HB 198.
2:31:45 PM

LI SA PARKER, Manager, Covernnent Relations, Apache Al aska
Corporation (Apache), paraphrased from witten testinony, as
follows [original punctuation provided]:

Thank you for the opportunity to comment on [HB] 198,
which would allow the Conm ssioner of the Departnent
of Natural Resources to extend the term of oil and gas
| eases or gas only |eases beyond the original primry
term This legislation will offer an alternative to
last mnute rushes to create units, propose placenent
of rigs or other |ease saving operations that would
allow an operator to hold its oil and gas |ease. The
DNR has seen this done on a repeated basis using
valuable tinme while the conpany continues to hold the
unit or oil and gas lease while requesting further
extensions with no actual work bei ng perforned.
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2:32:36 PM

M5. PARKER continued to read from witten testinony [origina
punct uation provided]:

Apache Al aska Corporation (Apache) 1is, in general,
supportive of this |egislation. As a new operator in
Alaska we have acquired a significant anount of

acreage which has l|leases that will expire before we
are able to conplete our seismc exploration
activities, which help wus delineate what, if any

potential oil or gas resources are under our | eases.

Since entering Cook Inlet in 2010, Apache has been
aggressive in exploration and developnent efforts.
Apache has and continues to find new and innovative
ways to conduct seismc so as to create only the
slightest disturbance while gathering good quality
dat a. W have enployed a cutting-edge technology
that, in 2012, resulted in acquiring over 200,000
acres of seismc data within the Cook Inlet basin.

There is still a lot of wrk left to do and, in
working with the Departnent, Apache is hopeful that it
wi Il have the opportunity to continue its 3D seismc

program to better identify the potential of the Cook
I nl et Basin.

2:33:39 PM

M5. PARKER nentioned Apache set its first well in the fall 2012
in Cook Inlet. She reconmended two changes to the bill. First,
she suggested deleting the requirenent for a performance bond
Second, she suggested changing the $250 per acre bond to not
exceed 150 percent of the rate for the preceding year of the
| ease term

M5. PARKER said in closing, Apache urges support for HB 198.
She remarked that John Hendri x, Cener al Manager , Apache
Corporation, has stated on numerous occasions that "Apache does
not sit on its assets.” She indicated that Apache would Ilike
the opportunity to bring their |eases into production and to do
this the conpany needs to delineate its assets before begi nning
exploration efforts. She indicted this is one reason the
conpany has worked with Representative O son, the House Labor
and Commerce Standing Committee, and the adm nistration on this
i ssue.
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2:34: 47 PM

COCHAIR FEIGE, after first determning no one else wished to
testify, closed public testinony on HB 198.

2:35: 06 PM

CO CHAI R SADDLER offered his support for the bill. He said he
t hought the bill will provide the division with a flexible too
to encourage production as well as offer flexible terns for each
ci rcunst ance. Gven the inperatives to quickly produce new
sources of natural gas for all of Alaska, this bill mkes sense

and is a good idea.

CO- CHAIR FEIGE offered his support for the bill. He stated that
this bill wll allow the state to standardize its |ease periods
and provide adequate time to all entities interested in

producing oil and gas, which generates tax revenues for the
st at e. He offered his belief that it puts the interest of the

state and conpanies in greater alignnent. Mor eover, it takes
| eases that could potentially expire and potentially |anguish
before re-leasing, which will allow work started in good faith

to continue and can result in nore production for nore of the
state's lands sooner, all of which supports the state's goal
with respect to nore production.

2:36: 25 PM

REPRESENTATI VE HAWKER nmade a notion to adopt a zero fiscal note.
There being no objection, the commttee adopted a zero fisca
not e.

REPRESENTATI VE TUCK said he supported the bill. He further said
that it's in the state's best interest to obtain production from
its leases and to allow the conpanies nore tine to get to
producti on. He characterized it as a win-win situation for al

parties. He al so thought the 10-year |ease nmaxi num was a good
t hi ng.

REPRESENTATI VE TARR said she supported the bill. She liked that
the bill enforces the concept of the duty to produce, plus the
"seven plus three leases" of flexibility will give the state

nore authority to ensure that work i s being done.

2:37:46 PM
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REPRESENTATI VE P. WLSON noved to report HB 198 out of committee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 198 was reported from the
conmittee.

2:38: 29 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Resources Standing Conmmttee nmeeting was adjourned at 2:40 p. m
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