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PCSI TI ON STATEMENT: Presented an overview of DNR
FRANCI HAVEMEI STER, Director

Di vision of Agriculture

Depart ment of Natural Resources (DNR)

Pal mer, Al aska

PCOSI TI ON  STATEMENT: Presented the portion of
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Fai r banks, Al aska
PCSI TI ON  STATEMENT: Presented the portion of DNR s overvi
relating to the Division of Forestry.

STEVE MASTERMAN, Acting Director

Di vi si on of Geol ogi cal & Geophysical Surveys

Department of Natural Resources

Fai r banks, Al aska

PCSI TI ON  STATEMENT: Presented the portion of DNR s overvi
relating to the Division of Geological & Geophysical Surveys.

MARCI E MENEFEE, Executive Director

Al aska Mental Health Trust Land O fice

O fice of the Conm ssioner

Depart ment of Natural Resources

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented the portion of DNR s overvi
relating to the Alaska Mental Health Trust Land O fi ce.

BRENT GOODRUM Direct or

Central Ofice

D vision of Mning, Land and Vter

Depart ment of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented the portion of DNR s overvi
relating to the Division of Mning, Land and Water.

Bl LL BARRON, Director

Central Ofice

Division of Ol & Gas

Departnent of Natural Resources

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented the portion of DNR s overvi
relating to the Division of Ol & Gas.

BEN ELLIS, Director

Central Ofice

Di vision of Parks & Qutdoor Recreation

Departnent of Natural Resources

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented the portion of DNR s overvi
relating to the Division of Parks & Qutdoor Recreation.

TOM CRAFFCORD, Director

O fice of Project Managenent & Permtting (OPMP)
Depart ment of Natural Resources

Anchor age, Al aska
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PCSI TI ON  STATEMENT: Presented the portion of DNR s overview
relating to the O fice of Project Managenent & Permtting.

ALLI SON | VERSEN, Acting State Pipeline Coordinator

St at e Pi pel i ne Coordi nat or

O fice of the Conm ssioner

Department of Natural Resources

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented the portion of DNR s overview
relating to the State Pi peline Coordinator.

JEAN DAVI S, Director

Central Ofice

Di vi si on of Support Services

Depart ment of Natural Resources

Juneau, Al aska

PCSI TI ON  STATEMENT: Presented the portion of DNR s overview
relating to the Division of Support Services.

ACTI ON NARRATI VE
1: 03: 53 PM

CO-CHAIR DAN SADDLER called the House Resources Standing
Commttee neeting to order at 1:03 p.m Representatives Seaton,
A son, P. WIson, Kawasaki, Feige, and Saddler were present at
the call to order. Representative Tarr arrived as the neeting
was in progress.

OVERVI ENNS) - Departnent of Natural Resources

1: 04: 24 PM

CO CHAI R SADDLER announced that the only order of business is an
overvi ew presentation by the Departnment of Natural Resources.

1: 05: 13 PM

JOE BALASH, Conmi ssioner, Departnent of Natural Resources (DNR),
presented a PowerPoint overview regarding the roles and
responsibilities of DNR He said DNR is the primary |and
manager for Al aska, overseeing nore than 100 nmillion acres of
upl ands, and an additional estimated 60 mllion [acres] of
subnerged | and conprising rivers, |akes, and tidel ands.

HOUSE RES COW TTEE - 3- January 24, 2014



COWM SSI ONER BALASH said many directors are responsible for
carrying out the functions of the departnent. He reviewed the
recent shifts in positions that took place upon the resignation
of the former comm ssioner, Dan Sullivan, and stated that each
of the directors would conme before the commttee to relate their
acconplishnents over the last year using the resources provided
and the authorities given. He indicated that there could be
opportunity for the departnent to return with nore information
as the legislature wishes it.

1: 07: 52 PM

COWM SSI ONER BALASH noted that Eric Hatleberg, acting director
of the Gas Pipeline Project Ofice (GPPO, is wunable to be
present today. In M. Hatleberg's stead, he reported that the
departnment continues to have nonthly neetings with its Al aska
Gasline Inducenent Act (AGQA) licensee and its partners on the
Al aska Pipeline Project [slide 3]. He rem nded nenbers that
that office and function would be transitioned later in 2014.
Over the course of 2013, GPPO mumintained regular oversight of
proj ect devel opnent plans, which is "a precursor and an el enent
that feeds into the reinbursenment process under that particular
statute.” The [GPPQ engaged in a nunber of other activities,
i ncluding hosting a presence at Liquefied Natural Gas (LNG-17,
a triennial neeting that occurs globally and took place in
Houst on, Texas, back in April. Further, GPPO contributed to an
anal ysis done by Black & Veatch on a royalty study, which took
pl ace over the sumrer and fall of 2013. The office also net
with various LNG buyers and signed a nenorandum of understandi ng
(M) with Resources Exploration, Inc. (REI) - one of the
parties interested in collecting a nunber of buyers in Japan in
a consortium

1:10:41 PM
FRANCI HAVEMEI STER, Director, Di vi si on of Agricul ture,
Depart ment of Nat ur al Resour ces (DNR) par aphrased the

division's mssion statenment, which read as foll ows:
The mssion of the Division of Agriculture is to
pronote and encourage developnent of an agriculture
industry in the State.

M5. HAVEMEI STER said one of the ways the division carries out

its mssion is through its Inspection Section [slides 4-5]. I n
2012 and 2013, the division conducted surveys on diseases and
pests of concern to agriculture. Natural resources and
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international trade surveys were conducted for Lepidoptera
pests, which are large insects, including noths and butterflies,
potentially affecting the tinber industry, as well as studying
nemat odes and thrips. The absence or presence of a pest
determ nes whether treatnment is necessary prior to exporting a
product such as peonies or tinber.

1:11: 28 PM

M5. HAVEMEI STER related that inspections were conducted at the
U. S./ Canada border, in cooperation with Custons Border Patrol
in an effort to evaluate pest pathways in products of concern.
Seed potatoes and tomato plants were detained at the border
because they |acked the required certification to enter the
state. The division perforned tinber and agriculture export
certification on over $143 mllion of timber in fiscal year 2013
(FY 13); the tinber was bound for the export market to [ South]
Korea, China, and Japan. She said the peony industry continues
to expand; shipnents were sent to Taiwan in 2013.

M5. HAVEMEI STER stated that Land Section staff continues to
identify land with soil suitable for agricultural production.
Staff, working cooperatively with the Division of Mning, Land

and Water, increased agricultural |and designations by 35,000
acres in the Yukon, Canada, area plan. Di scussi ons have
conti nued Wi th farnmers and st akehol ders regar di ng t he
agricultural land program Six nmeetings were held in 2013

addressing topics such as clearing requirenents, future sales
and agricul ture covenants.

1:12: 20 PM

M5. HAVEMEI STER rel ayed that the Plant Materials Center (PMC) -
a 407-acre production farm - produces foundation seed for grain
and native grass growers, produces & seed potatoes for
certified seed producers, and houses the only certified seed |ab

and seed cleaning facility within the state. Variety trials
were conducted on onions and asparagus and are currently being
conducted on apple root stock and potatoes. The division is

currently working with the Al aska Departnent of Fish & Gane
(ADF&G) and the Departnent of Environnmental Conservation (DEC)
on efforts to control the spread of El odea. The division held
public neetings in Anchorage and Honer to discuss treatnent
options and worked with both departnments to establish guidelines
on permtting requirenents for treatnent.
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M5. HAVEMEI STER stated that Marketing [Services] continues to
find ways to nmarket the Alaska G own Program There are 75 new
farm business nenbers - an increase of 13 percent from 2012.
The Al aska Grown Facebook page remains content driven, continues
to be an effective tool for outreach and education, and has over
15,000 "likes" and much traffic daily. In 2013, the division's
Restaurant Reward Program had 21 participating restaurants,
which increased use of Alaska Gown by 44 percent from the
previ ous year. The markets able to accept the Supplenental
Nutritional Assistance Program (SNAP) doubled from five to ten
in 2013, bringing approximately an additional $30,000 to
Al aska's farm nmarkets, which are located in Sitka, Bethel,
Sout hcentral, Fairbanks, and "on the Kenai."

1: 13: 53 PM
M5. HAVEMElI STER announced that the division's Farm to School

Program was selected to receive the Alaska Conmunity Service
Award for Health at the Al aska Health Summt Awards Luncheon on

January 29, 2014, in recognition of an organization that is
making a significant contribution to inproving the health of
Al askans. The division hosted on-farm food safety workshops.

Fifty producers attended; seventy six percent of attendees
i ndicated they would make changes to their farm practices as a
result. She said 25 of 51 school food service directors
conpleted the division's Farmto-School survey; 100 percent of
participants agreed that there had been an increase in |ocal
foods served in schools as a direct result of the Farmto School
Pr ogram The Farm to School projects have been successful
t hroughout the state and recogni zed nationally, with 80 percent
of Al aska's school districts (47 out of 54 districts) actively
engaged in the program

M5. HAVEMEI STER quoted Stacey Sobell, Wstern Regional Lead for
the National Farmto School Network, as foll ows:

Al aska is recognized as a national |eader in Farm to
School, producing nodels that have been shared wth
and enul ated by other states across the country.

1:15: 02 PM

MS. HAVEMEI STER said the Al aska Food Resource Wrking G oup was
formed through Adm nistrative Oder 2665. Signed into |aw by
Governor Sean Parnell in June 2013, it was the result of HCR 1.
The objective of the order is to inprove the health of state
residents, increase food security, strengthen |ocal econom es,
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and encourage comunity devel opnent. The group has net twi ce,
with the |atest nmeeting held early in January 2014, at the Pl ant
Materials Center in Palnmer, and it included invited testinony
from veget abl e producers from the vall ey. She concluded, "This
group wll provide reconmendations for policy changes that w |
i ncrease the use of locally growm and harvested food, which wll
ultimately provide additional markets for Al aska producers.™

1:15: 45 PM

JOHN "CHRIS* MAISCH, Director, Division of Forestry, Departnent
of Natural Resources (DNR), said he would highlight the
division's key acconplishnents in its WIldland Fire and Forest
Managenent prograns [slides 6-7]. He said the m ssion statenent
of the division underlines its focus on serving Al askans through
forest managenent and wildland fire protection.

MR. MAISCH directed attention to the photo of wood pellets on
slide 6 that are being produced at a facility in North Pole. He
said wood pellets are used both for residential and commerci al

heati ng purposes in Interior Al aska. The facility has begun
manuf acturing conpressed firewod, which is dried and can be
used in wood stoves, and which will help greatly with the air
quality in Fairbanks. The pellets are nmade from Al aska forest

wood and the bags have "Made in Al aska" witten on them
1:17: 01 PM

MR MAISCH stated that the division, in response to the
Governor's Alaska Tinber Job Task Force recomendations, has
established a "Roads O fice" in which two | ogging engineers work
on statewi de access developnent projects. This office is
pronoting the proposed Susitna State Forest | egi sl ation
conprising HB 79 and SB 28 and is using a $2 nillion capital
i mprovenent project (CIP) to develop infrastructure to access
Sout heast Al aska state forest parcels at Gavina Island and Edna
Bay. The office has offered a 25-year-long tinber sale in the
Interior for 35,000 green tons of biomss per year to support
the Conbined Heat and Power (CHP) project proposed by Al aska
Power and Tel ephone, wth biomass currently available as an
over-the-counter (OIC) sale. The office has sold over 16
mllion board feet of tinber to 37 Al aska businesses across the
state and provided direct and indirect support to 105 woody
bi omass projects shown on an AEA map. The office is continuing
to work with the US. Forest Service to inplenent the 2008
Tongass Land Managenent Plan (TLMP) to support the tinber
i ndustry in Southeast Al aska.
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1:18: 53 PM

MR MAISCH directed attention to slide 7 which |lists key
acconplishnents of the division in 2013. He said nost notable
is the division's successful and safe response to the fourth

| argest fire season over the past ten years, involving 1.3
mllion acres and 613 fires. The 2013 season was also the
second largest fire season out of the past five years. The

di vision's other achievenents include: continuing to build and
deploy the Integrated Fire Managenent software tool to inprove
initial attack and overall fire managenent; conpl eti ng
procurenent of an Aero Turbo Conmander, with a second purchase
closing this nonth, and both planes being used in a |ead plane
role with retardant ships and providing overall air coordination
between helicopters, junp ships, and retardant ships; and
conpleting the training of 20 crewbosses, which are needed to
| ead each 19-person energency fire fighter (EFF) Type Il Crew.
He noted that the photo depicts two crewbosses who had just
conpleted their training. He further noted that the aircraft
shown in the background of slide 7 is a "water scooper."

1:21: 20 PM

MR. MAISCH added that the division has partnered with the
University of Al aska Fairbanks (UAF) to deliver the WIdland
Fire Acadeny; offered 14 internships for past acadeny graduates
to integrate them into the program and build "a recruitnent
pi peline"; received five conpetitive WIldland Urban Interface
(MUI') funding grants for a total of over $1 million in hazard
fuel mtigation projects in the Mtanuska-Susitna Vall ey,
Fai r banks, Kenai, and Tok; and devel oped a project and concept
paper in collaboration with the Cold Cdimte Housing Research
Center (CCHRC) in Fairbanks for a new wildland fire center in
the Interior. He stated that CCHRC is a leading entity in
regard to energy efficiency in residential construction, and the
division is trying to enulate that for comrercial construction.

1: 22: 49 PM

STEVE MASTERMAN, Acting Director, D vision of GCeological &
Ceophysi cal Surveys, Departnment of Natural Resources, stated
that his division's mssion is to determne the potential of
Al aska land for production of mnerals, fuels, geothernal
resources, the locations and supplies of groundwater and
construction, and the potential geologic hazards to buildings,
roads, bridges, and other infrastructure in communities [slides
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8-9]. The Mnerals Section of the division is tasked wth
determining the potential of Alaska lands to host mneral
occurrences. In 2013, a key acconplishnment of this section was
conpleting the mapping and sanpling of a 2,600-square-nile area
bet ween Paxson and Tal keetna for platinum group elenents. This
was part of the Strategic and Critical Mnerals Program and the
results wll be released shortly. Under this program the
di vision has collected, sanpled, and anal yzed about 10,000 rock
sanpl es and stream sedi nent sanples; the results are published

and made available as they are received. Anot her achi evenent
for this section was the either the acquisition or publishing of
over 4,500 square mles of airborne geophysical data. The

section also mapped 212 square niles in the Styx River region
whi ch has sone copper and gol d deposits.

1:24:57 PM

MR. MASTERMAN said the Energy Section is responsible for
determning the potential of state |lands for energy resources

In 2013 this section mapped a 250 square mle area on the west
side of Cook Inlet, |ooking at the deeper Mesozoic rocks which
are the source rocks for the petroleum systens in upper Cook
I nl et. That information will be published and the industry is
keenly interested in that. As part of that work two new oil -
stai ned exposures were discovered in west Cook Inlet, which has
generated a lot of interest. On the North Slope the Energy
Section is collaborating wth the University of Alaska,
Fai rbanks (UAF) and the U. S. Ceol ogical Survey (USGS) | ooking at

oil shale occurrences and the potential to host tight oil. This
section also conpleted a conpilation of geothermal data from
around the state, which will be published shortly in both online

and hardcopy formats.
1:26:24 PM

MR. MASTERMAN explained that the Geological Mterials Center,
currently located in Eagle River, houses the state's collection
of oil and gas and mneral sanples from bore holes and surface
exposures. The center is in the process of being relocated to a
newly purchased building on Penland Parkway in Anchorage.

Construction will be conpleted this sumer and relocation of the
collection is expected in late sumer wth a grand opening
expected in Septenber 2014. The mneral and oil and gas

industries are looking forward to the expanded access this new
buil ding w Il provide.

1: 27: 05 PM
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MR. MASTERMAN di scussed the Engi neering Geology Section, noting
that this section woirks on geological hazards, groundwater
i ssues, and construction materials. [In 2013] a hydrogeol ogy
program was initiated with the main focus to assess groundwater
systens and resources in areas of devel opnent, primarily oil and
gas fields and primarily the North Sl ope where an understandi ng
of the groundwater systemis going to be critical going forward.
This section also worked with several other organizations on

engi neering and geology studies, including the Yukon River
Bridge, various gas pipeline corridors, and on the Susitna-
Wat ana Dam Anot her conponent of the Engineering GCeol ogy

Section is tsunam inundation mapping, which was conpleted and
published in 2013 for the comunities of Valdez and Sitka.
Lastly, this section worked in western Alaska on coastal
hazards, primarily on erosion and flooding issues.

1:28: 28 PM

MR. MASTERMAN specified that the Vol canol ogy Section is part of
the Alaska Volcano (Observatory in conjunction wth the
Uni versity of Al aska and the USGS. [ The Cbservatory's] primary
role is to nmonitor and issue alerts when there are volcanic
erupti ons. The Vol canol ogy Section continued its work on sone
recently active volcanoes and will do so again this com ng year.

1: 29: 06 PM

MR. MASTERMAN stated that the Geol ogi cal Comruni cations Section
is the glue that holds all the aforenentioned together and nmakes
it all happen. This section handles the division's conputer
network systenms and website, as well as publishes all of the
division's reports. A key 2013 acconplishnent for this section
was | aunching a conpletely new dataset where the data is |live on
the division's web site. People can view and interact with the

data and select what they want to downl oad. Online access to
data is beconm ng nore common and is a cheaper nethod for getting
information to the public. The demand for paper reports and

maps is decreasing as the availability of information increases
onl i ne. The Ceol ogi cal Conmuni cations Section published 52 new
geol ogic maps and reports and had over 6 mllion web page hits.
Additionally, the division has a Facebook presence and a Twitter
feed, so information is being dissem nated in many ways.

1: 30: 36 PM
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MARCI E MENEFEE, Executive Director, Alaska Mental Health Trust
Land O fice, Ofice of the Conm ssioner, Departnment of Natura
Resources, stated that the mssion of her office is to manage
the one mllion acres of Alaska Mental Health Trust Lands in
Al aska for both its beneficiaries and the Trust itself [slide
10] . She noted that this was less than 1 percent of the state
| ands. The goal is to create revenue streans from the natural
resources on this |and. The Trust office conducted two snall
ti mber sales in Southeast Al aska which generated over $1 million
in revenue. She said that a proposed tinber |and exchange with
the Tongass National Forest, wth possible conpletion in the
next two years would give the Trust a sustainable tinber

portfolio for perpetual harvest. She directed attention to the
| and sales program noting it is a hallmark of success, having
contributed nore than $20 mllion in revenue. Addi tionally,

coal and hard rock mning contributed over $5 mllion of revenue
in 2013 wth 350,000 acres of Trust Iand under exploration

license or |leased for production. The goal in 2014 is to
increase this to 450,000 acres, with alnost half of the I|and
being for coal or hard rock mneral production. She reported
that the new oil and gas program resulted in the record annua
revenue of $3.2 mllion in Cook Inlet. The conmmercial real
estate program in its second year of inplenentation, brought in
just over $0.8 mllion and is projected to soon create revenue
income of about $4 mllion. She stated that over the last 19
years the Trust Land O fice has generated about $158 mllion in

revenue and is working to advance and inprove this through new
and existing initiatives.

1: 36: 04 PM

M5. MENEFEE, responding to Co-Chair Saddler, said beneficiaries
of the Trust include people wth developed disabilities,
including Al zheiner's and other denentias, as well as people
with brain injuries and al cohol and substance abuse i ssues.

1: 36: 55 PM

BRENT GOODRUM Director, Central Ofice, Division of M ning,
Land and Water, Departnment of Natural Resources (DNR), said the
division is heavily engaged in a conprehensive, nmnulti-faceted
approach to elimnate the permt backlog and to prevent any

further recurrence [slide 11]. Since Fiscal Year 2012, the
backlog has been reduced by 53.5 percent, about 1,421
aut hori zati ons. Last year t he di vi si on I ssued [ 794]

aut hori zations; additionally, the Mning Section issued 724
Applications for Permts to Mne in Al aska (APMA).
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MR. GOCDRUM said a critical conponent of inproving permtting
efficiency is nodernizing the process through the Unified Permt
Pr oj ect . During the last year the land use permts have been
i ssued through automation and in the next nonth the water rights
elemrent will also be autonated. Statewi de projects that his
di vision has been involved in include: the Port MKenzie rail
extension, Roads to Resources projects, North Slope oil and gas
exploration, the Gty and Borough of Juneau (CBJ) cruise ship
dock decision, and the Al aska Industrial Devel opnment and Export
Authority's (AIDEA) liquefied natural gas (LNG trucking.

1:39:16 PM

MR. GOODRUM noted that his division inspected the network of
nmore than 377 mles of ice and road on the North Sl ope. The
2005 Bristol Bay area plan was successfully anended | ast year,
with significant public participation and input. Cassification

for wildlife habitat in that area plan was increased by nore
than 2.6 mllion acres and public recreation area was i ncreased
by nmore than 1.1 mllion acres. Cose work with the U S. Coast
Guard and Departnment of Environmental Conservation (DEC) over
the last year resulted in the successful renoval of subnerged
vessel s that had concerned local mariculture farms. He declared
that stewardship is inportant to the division. Lastly, the
division and the Bureau of Land Managenent (BLM have entered
into a cooperative agreenent to help resolve |ong-standing
Native all otnent issues.

1:40: 57 PM

BILL BARRON, Director, Central Ofice, Dvision of Gl & Gas,
Department of Natural Resources, stated that his division is
responsible for leasing and | and nmanagenent associated with oil,
gas, and geothermal activities on state land [slides 12-13].
Ninety |leases were awarded in the recent North Slope sale, he
noted, and all were issued within seven weeks of the sale. He
conpared this to a former tinme franme of eight to twelve nonths,
declaring that the |easing section had increased its efficiency.
The Resource Evaluation Section is working with the US.
Ceol ogical Survey (USGS) and the U S. Departnment of Energy in
researchi ng nethane hydrates on the North Sl ope. This research
is afirst, not only for the state but also for the nation.

1:42: 59 PM

HOUSE RES COW TTEE -12- January 24, 2014



MR. BARRON reported that the Commercial Section reviewed the
financial ability of both |large and small conpanies to cover the
requi renents of dismantlenent, renoval, and restoration of
onshore and offshore facilities in Cook Inlet, and determ ned
bondi ng and other financial neans to secure the funds required.
Lastly, he noted, the Petroleum Systens Integrity Ofice (PSIO
coll aborated with the State Pipeline Coordinator's Ofice on an
issue with debris in the Al yeska pipeline.

1: 44: 40 PM

BEN ELLIS, Director, Central Ofice, D vision of Parks & Qutdoor
Recreation, Departnent of Natural Resources, cited a sem -annual
report recently sent to all legislators on the status of parks
and recreation, primarily within each legislator's area. The
report outlines work to be done in each area, including deferred
mai nt enance and capital inprovenent projects. He expressed
appreciation for legislators dissemnating this information to
constituents. He said there are 82 permanent staff, 23 non-
permanent staff, and 800 volunteers in outdoor recreation
managenent, watching over 3 mllion acres in the state parks.
Wbod-Ti kchik State Park with 1.6 mllion acres and Chugach State
Park with .5 mllion acres are the two |argest parks, plus an
additional 124 park units, 900 mles of developed trail, and 71
canpgr ounds. He noted that the division collaborates with the
Al aska Departnment of Fish & Gane and other state agencies for
support. Adm ni strative costs for the trails office are
primarily supported wth federal funding, but sone of that
funding is ending. The trails office acted as a clearing office
for $1.6 million of federal noney, although half of the noney
was allocated to local communities for |ocal prograns. Al so
adm nistered through the trails office is the Snow Track
Program which is funded from snowrachine registration fees of
about $220, 000- $250, 000 annual | y.

1: 49: 25 PM

MR. ELLIS reported that this January 1 was the third consecutive
year that State Parks has participated in a nationw de first day
hi ke, bi ke, or cross country ski program Additionally, during
the summer there is a trails day program He said the Ofice of
Hi story & Archaeol ogy enploys 12 archaeol ogists and 7 historians
and reviews about 260,000 projects annually. The office
primarily works in coordination with transportation and resource
devel opnent agencies to ensure that the state's history and
archaeology is protected, while allowing for projects to
conti nue. M. Ellis pointed out that the Design & Construction
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Section is unique in that only 2 of the 16 staff are paid
through general funds and the others are paid through the
proj ect agencies. He praised the Ofice of Boating Safety as
one of the nbst outstanding nationwi de prograns, saying it has
"saved a nunber of children's lives."

1: 52: 19 PM

MR, ELLIS announced that, for the first tine in 30 years, a new
canpground project had been started - the South Denali Visitor
Center Conplex. This $47 mllion project is the |argest project
the Division of Parks & Qutdoor Recreation has been involved
with. He lauded the Al aska State Legislature for its efforts to
appropriate alnost $22 million and noted that this project
includes a 2.3 mle access road into the canpground, which,
depending on weather, will be conpleted in either August 2014 or
in the sumer of 2015. He reflected that the visitor's center
coul d becone a significant profit center for State Parks.

1: 55: 39 PM

TOM CRAFFORD, Director, Ofice of Pr oj ect Managenent &
Permtting (OPMP), Department of Natural Resources, explained
that the Ofice of Project Managenment & Permtting (OPMP)
facilitates the coordination of permtting between project
applicants and state agencies; the office does not have any
regul atory authority. He pointed out that OPMP also helps with
tracking and state response to federal initiatives for project
pl ans. Funding is usually through reinbursable agreenents and
Menor anduns of Understanding (MOU) with the project applicants.
Acconplishments of OPMP in 2013 include MUs wth Buccaneer
Energy Ltd. for projects in the Cook Inlet area and offshore,
and with Conoco Phillips for its Geater Mose' s Tooth project.
In regard to mning, OPMP also signed MOUs wth Gaphite One
Resources and with Free Gold Ventures Ltd.

1: 58: 53 PM

MR. CRAFFORD discussed OPMP's work with Apache Corporation on
its Cook Inlet seismc program which includes acreage in the
Kenai National WIdlife Refuge. He said it is a conplex process
to negotiate the permtting naze for authorization in the
ref uge. He noted that OPMP was very involved with coordination
of state and federal agencies in the proposed |zenbek National
Wl dlife Refuge |and exchange. Wiile this exchange was deni ed,
he said there will be future discussions. He referenced OPMP' s
work to <coordinate the state review of the Environnental
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Protecti on Agency (EPA) assessnent document for Bristol Bay with
state agencies. Mwing on to the Red Dog Mne, he said this was
the first year that this mne has had a regularly required
environnmental audit, as the mne had begun operations prior to
current authorizations and regul ations. In regard to the Pogo
Mne, OPMP was involved with the permtting of 1its |atest
project, and the expansion of its dry stack tailings disposal
facility. The G eens Creek M ne has undergone the Environnental
| npact Statenment (EIS) permtting process for expansion of its
dry stack tailings disposal facility, although the permts have
not yet been issued by the state agencies. He said OPVP will
also be involved with state agency coordination of the EIS
process for the Donlin Gold LLC m ne on the Kuskokwi m Ri ver.

2:02:35 PM

ALLI SON | VERSEN, Acting State Pipeline Coordinator, State
Pi peline Coordinator, Ofice of the Conm ssioner, Departnent of
Nat ur al Resour ces, expl ai ned t hat t he State Pi peline
Coordinator's office issues |leases for state land for pipeline
rights of way and guides the state policies in AS 38.35
concerning the developnment, wuse, and control of pipeline
transportation systens wthin the state. She said recent
acconplishnments include facilitation of the Badam Pipeline
System transfer of interest from BP (Transportation) Alaska to
Nut aaq Pipeline, LLC, a conglonerate of Savant and ASRC
Expl oration. The office has released its 2013 annual report, a
conpilation of activities from DNR and other state agencies
within the State Pipeline Coordinator's office. She said it is
critical to review conpliance and the other permtting efforts
associated wth pipelines.

M5. |VERSEN stated that her office facilitated the diktok
change-of -service from natural gas liquids to natural gas. She
reported that work is ongoing for a prelimnary decision on
Trans- Forel and Pi peline Conpany's anended application for a 28-
m | e-1ong pipeline under Cook Inlet. The office also worked on
several applications and projects on the North Slope, including
facilitating an LNG trucking operation to bring gas to
Fai rbanks, issuing a lease to Spectrum LNG for an eight-inch
pi pel i ne, and conpleting the commssioner's analysis and
proposed deci sion for the Polar LNG project.

2: 04: 48 PM

M5. |IVERSEN said her office regularly issued Trans-Al aska
Pi peline System (TAPS) anmendnents to conplete system upgrades,
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i nprovenents, and necessary nmintenance activities. The office
continued to coordinate state permtting and right of way
efforts for the Alaska Stand Al one Pipeline (ASAP) and for the
Al aska LNG pipeline project. The office issued permts and
coordinated nmultiple permts with other agencies, including the
Al aska Departnent of Fish & Gane, Departnent of Transportation &
Public Facilities, and the Ofice of H story & Archaeol ogy.
Directing attention to the Point Thonmson project, she said her
office wll be in the field nonitoring conpletion of the export
pi pel i ne project.

2:07: 04 PM

JEAN DAVIS, Director, Central Ofice, Dvision of Support
Services, Departnment of Natural Resources, explained that her
division is the admnistrative support arm for about 1,000 DNR
enpl oyees in 32 statewde |locations [slide 19]. These services
include information technology (IT) infrastructure for nanaging
| and records, desktop support, network and servers, nmapping, and

busi ness process automation. Services also include accounting
and financial support for paying invoices and recording DNR s
revenue, about $2.6 billion in 2013, and accounting of the
federal grants that come into the departnent. She noted that
her division assists all of the divisions in preparing the
budget s, working through the appropriation process, and
i npl enenting and nonitoring the budgets. The division provides
procurenent and facility support for purchases of goods and
services, as well as contract analysis for conplex economc

devel opnent .

2:09: 05 PM

M5. DAVIS added that the D vision of Support Services also
supports all of DNR s recruitnment, hiring, and nmanagenent
t hrough the Human Resources Section. Lastly, she pointed out

that the division houses the State Recorder's Ofice, which
provi des the permanent record for nortgages, deeds, and liens on

real property. She listed the division's key acconplishnents:
i npl ementation of electronic recording (eRecording) throughout
t he state, al | owi ng DNR custoners to file docunent s

el ectronically; progranmng support for the Unified Permt
Automation Project; and participated in the Departnent of
Adm nistration's Integrated Resource Information System Project
(ITIRIS), which wll replace the state's payroll, accounting,
procurement, and human resources prograns.

2:12: 58 PM
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CO CHAIR FEI GE, addressing Conm ssioner Balash, requested nore
detail about the MU between the Gas Pipeline Project Ofice
(GPPO and Resources Energy, Inc. (RElI) to focus effort on the
Cook Inlet LNG export project.

COWMM SSI ONER BALASH responded that RElI had initially expressed
interest in participation with the comercialization of North
Sl ope gas as LNG The initial MOU signed with RElI, by GPPO s
previous director, was to coordinate, provide information, and
help REI better wunderstand the opportunities with regard to
North Sl ope gas. During fourth quarter 2013, it becane clear
that the tinmeline that REI was seeking to achieve would not
match with the Al aska LNG project. Instead of the North Sl ope,
REI and GPPO turned their focus toward opportunities in Cook
Inlet, which has a smaller configuration and output of LNG

2:15:37 PM

REPRESENTATI VE SEATON, addressing Ms. Havenei ster, noted that in
its audit of the Agricultural Revolving Loan Fund, the Division
of Legislative Audit suggested that the expertise of the
Depart ment of Commerce, Conmunity & Econonic Devel opnent ( DCCED)
would be nore in line with the granting of successful |oans than
the Division of Agriculture. He inquired whether the Division
of Agriculture supports or opposes this suggestion.

M5. HAVEMEI STER replied that, although the division has stated
on the record that it does not agree with everything in the
audit, there is sone good information in the audit which the
division is looking to incorporate. She added that it is good
to review procedures and processes. She expressed support for
the Board of Agriculture & Conservation's adm nistration of the
program

2:17: 09 PM

REPRESENTATI VE SEATON said the audit |ooked at the history of
the loans granted and the financial expertise for approval of
| oans, which, he opined, was nmuch nore in line wth DCCED. He
requested clarification on whether DNR supports that the |oan
program be directed by people famliar with agriculture, but not
as famliar with the granting of institutional |oans. He
further asked how this deficiency identified by the audit would
be addressed.
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MS. HAVEMElI STER offered her belief that the audit addressed a

need to review current regulations. She pointed out that the
staff loan officer and the Board of Agriculture & Conservation
followed the regulations for approval of |oans. She said the

DNR response letter, although it cited room for inprovenent,
decl ared support for the |oan program She understood that HB
207, introduced by Co-Chair Feige, would nove the final |oan
approval to DCCED whil e the managenent and | oan functions of the
ARLF would remain with the Board of Agriculture & Conservation.

2:19: 15 PM

REPRESENTATIVE OLSON inquired whet her t he Di vi si on of
Agriculture has taken a position on HB 231, which addresses
cattl e brands.

M5. HAVEMEI STER responded that the division has authority over
brands and administers the brand program She offered her
belief that the authority is contained in both the Departnent of
Revenue and the Division of Agriculture.

2:19: 55 PM

REPRESENTATI VE TARR offered her support for the Farmto-School
Program and requested a conparison of the programs proposed
budget for this year to that of |ast year. She understood that
|ast year it was unclear whether there would be funding to
continue this program

M5. HAVEMEI STER replied that there is funding in the governor's
budget this year to continue the Farmto-School Program Last
year, due to a fiscal error that was overlooked, the programis
in statute for four years but only had a fiscal note for three.
Thus, last year was just a one-year fiscal note to neet the
sunset date. She believed the budget increment to continue the
programinto the baseline budget is for $181, 000.

2:20:56 PM

COCHAIR FEIGE recalled that in last year's legislative session
funds were re-appropriated from the wuniversity to the Plant
Materials Center for inprovenents in the seed potato program
He inquired how that funding was spent.

MS. HAVEMEI STER answered that the aforenentioned budget request

was just conpleted by the division for the departnent's
approval . The plan is to use part of the noney for disease
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testing on potato products at the Plant Materials Center;
conduct a potato synposium at which experts from the Lower 48
w Il address disease issues as well as certification; partner
with the University of Alaska to do variety tests and disease
testing at the wuniversity's Trunk Road facility; and train
another inspector in potato disease inspections because the
current inspector will be retiring in late spring 2014.

2:22: 14 PM

REPRESENTATI VE TARR requested an update on the ongoing dairy
issues in the Matanuska-Susitna Valley so as to help conmttee
menbers reflect about better managenent of the Al aska Revol ving
Loan Fund (ARLF).

M5. HAVEMEI STER replied that in 2007 an ARLF asset, Matanuska
Maid, the only processing facility within the state of Al aska,
was closed by the Board of Agriculture. At that tinme, another
dairy received about $600,000 in federal funds to continue the
program and this dairy cane to the ARLF requesting additional
funds to create its own creanery to process local mlKk. The
board made very difficult decisions with the direction from
t hen-Governor Palin to assist the dairy industry, approving
| oans to assist the [new dairy. That dairy closed about a year
ago and the board called the approximately $800,000 in |oans, so
there was a loss to the ARLF. Assets were sold, but there is
not a big demand for creanery equipnment within this state. The
ARLF had a loss that vyear of approximately $500,000 but
continues to revolve. Typically, the ARLF has an annual gain of
about $400, 000- $500, 000 with interest.

2:24: 04 PM

CO CHAI R SADDLER offered his thanks to Ms. Haveneister for the
| egi slative tour of the Plant Materials Center |ast sumer.

2:24:20 PM

REPRESENTATI VE SEATON, addressing M. Misch, reported that a
nunber of old forestry roads on the "Kenai watershed" have
culverts that no longer allow fish passage. The borough is
trying to clean sonme of those up, but the old forestry roads
that were transferred to Native corporations are no |onger being
assessed as to their condition. He inquired whether the
Division of Forestry is looking at old forestry roads and the
cul verts bl ocking fish passage.
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MR. MAISCH replied that the aforenmentioned conversation started
at the Board of Forestry neeting held on the Kenai about a year
ago. He said roads that initially net forestry standards but
were then converted to other uses do not fall under the state's
Forest Practices Act and therefore such roads are not directly
under the purview of the D vision of Forestry to continue
monitoring. The division does have a road condition survey that
is looking at old forest roads, especially roads in place prior
to the Forest Practices Act. These "l egacy" culverts are color
coded based on whether anadronmous fish can or cannot pass
through, wth red indicating a culvert that cannot pass
anadromous fish. The division is working its way through state-
owned road systens that have red pipes, replacing them as funds
are avail abl e. The Departnment of Transportation & Public
Facilities (DOT&PF) is doing the sane thing. The |egacy road
systens are nore of an issue, especially if they are on private
| ands, because they were not required to neet those standards at
the time they were built. In these cases it is nore of a carrot
approach than a regul atory approach.

2:26:37 PM

REPRESENTATI VE SEATON asked whether anyone else in DNR has
responsibility for |ooking at the aforenentioned. He said nopst
are in the Mitanuska-Susitna Valley, which has |ots of problens
wi th habitat issues and anadronous fi sh.

MR. MAI SCH responded that it depends on who is the |and manager
or land owner of that road system Bor oughs acquired sone of
those road systens during borough selections. Responsibility
then would lie with the borough to be in conpliance with any
fish passage requirenents, which are actually admnistered via
the Al aska Departnment of Fish & Gane (ADF&G. O her than the
Division of Forestry, DNR itself does not nmanage roads. The
Division of Forestry is the only division that has that
authority and responsibility wunder the Forest Practices for
private and nunicipal and state lands if it is a forestry
operation. Oherwise, it goes to who the land owner is and who
actually owns the road for managenent purposes. The rest of the
public road systemfalls with the Departnment of Transportation &
Public Facilities (DOT&PF), which works with ADF&G to coordi nate
responses for culverts that do not pass fish. To his know edge,
conversation on this topic is frequent because it benefits no
one to have culverts in place that do not pass fish

2:28:21 PM
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CO CHAIR FEI GE commrended the Division of Forestry for its work
devel oping state forest resources for in-state use. He offered
his wunderstanding that the Alaska Fire Service (AFS) is
basically the U S. Bureau of Land Managenent (BLM, and it is
BLM that hires the air tankers the state uses for fighting fire.
He observed that the aircraft on slide 7 is a CL-215 water
scooper and inquired whether the division has |ooked at
acquiring a snmaller water scooping aircraft to inprove the
state's ability to respond quickly and negate the need for
sending a ground crew. He presuned that during low fire years
the state could shop this smaller aircraft around the western
states and generate revenue through inter-agency agreenents.

2: 30: 57 PM

MR MAISCH answered that when those assets are needed the
division acquires them from other states through being a nenber
of the Northwest Conpact. The conpact includes primarily the
northern tier states, the western states, and several Canadi an

provi nces. This year was very busy; the division had eight
aircraft at one time, nostly CL-415s, which were ordered through
the Northwest Conpact. These assets can be brought on and used

when needed and then rel eased when not needed, which is the nost
cost effective way. There have been no issues with getting the
aircraft when needed and rel easing them when no |onger needed

Single engine airtankers have been effectively used in Al aska
for initial attack and can be ordered through the conpact.
While an aircraft can knock down a fire, it does not negate the
need to put crew on the ground to dig out the fire and ensure
that it really is out. On its contract and as part of the
national firefighting effort, Al aska has been providing three
retardant airtankers to the Lower 48 when the state's fire
season is over because the U S. Forest Service has a severe
shortage of air tankers nationally. The state does not try to

make a profit on that, it only covers its admnistrative
expenses and sone indirect charges. He advised that nmaking a
profit can work both ways - if Al aska does that to the others

they will do that to Al aska.

2:33: 30 PM

COCHAIR FEIGE surmsed that M. Misch believes the current
arrangenent offers the nost efficient use of funds to take care

of wildland fires.

MR. MAISCH replied yes, as long as the two CL-215s remain on
contract instate with BLM AFS. Real | ocating those to Boise as
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their primary base has been discussed, but the division has not
agreed with that and neither has AFS. Shoul d that occur, the
di vision would need to exam ne whether to acquire at |east a 90-
day contract for that type of resource in the state. In his
opinion, Alaska has the right mx of aviation resources for
doing the job, wth the exception, perhaps, of rotor aircraft, a
whol e ot her topic.

2:34: 18 PM

CO- CHAIR SADDLER, noting the federal pullback of funds, inquired
about the funding status for state and federal initial attack
firefighting crews.

MR. MAI SCH responded that state fire assistance comes through a
consolidated grant; therefore a lot of Al aska' s firefighting
resources depend on a piece of [federal] funding. Al aska's
three initial attack crews are 100 percent federally funded, so
t he shrinkage of federal dollars is a real issue. Over the |ast
10 years, state fire assistance nationally has gone down al nost
19 percent and another |arge decrease is expected in the next
federal budget recently signed by Congress. The division has
kept the crews going by applying for, and successfully conpeting
for, hazard fuel nonies, an exanple being the mllion dollars he
menti oned previously. Wen not actually fighting fire the crews
are doing hazard fuel mtigation. There are 60 positions of
these highly trained individuals in Al aska, so decreased federa
funding could be a significant challenge. This type of crew is
al ways needed every fire season and these types of crews are
brought fromthe Lower 48 every season as well.

2:36: 20 PM

CO CHAIR SADDLER, addressing M. Masterman, expressed his
interest in the Ceological Materials Center and its nove to a
new | ocati on. He asked about plans for the center's previous
site on Fish Hatchery Road.

MR. MASTERMAN replied that an evaluation of the property, which
belongs to DNR, is currently being done. Because there are
issues with the property, the investigation nmust be conpleted
before a decision can be nmade on whether to dispose of it. He
said he will therefore get back to the comrittee in this regard.

2:37: 02 PM
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CO CHAIR FEI GE inquired about plans for continuing the airborne
geophysi cal pr ogr am given this program has identified
significant areas for further exploration.

MR. MASTERVAN answered that his division is currently eval uating
areas for which airborne geophysics wll be flown in this
current year. This evaluation is being done in conjunction with
the division's Strategic and Critical Mnerals Project to "kil
two birds with one stone" wth the area that is selected. After
the area is determ ned, the process will begin for procuring the
contract.

2:38:14 PM

CO CHAIR FEI GE asked whether any new geothermal targets have
been identified through the division's conpilation process.

MR. MASTERMAN responded that the conpilation was of existing
information and the next step will be to collect new data.

2:39:15 PM

REPRESENTATI VE TARR requested elaboration about the division's
coll aboration with the University of Al aska, Fairbanks (UAF),
and the U S. Ceological Survey (USGS) on the shale oil potenti al
on the North Sl ope. She asked whether this collaboration is
part of the "Shale Task Force" and whether the task force is
still in existence and still meeting.

MR. MASTERMAN replied he is unaware of the Shale Task Force and
does not know if it is [still in existence]. He said the
division's collaboration involves |ooking at the shale horizons
that are the source rocks for the oil accumulations on the North
Sl ope. Several different stratigraphic horizons are of interest

from a tight oil perspective. This sumrer the division wll
return with UAF and USGS to collect nore sanples for analysis of
thermal maturity, hydrocarbon content, and paraneters that

affect the ability to extract oil fromthose rocks.
2:40: 14 PM

CO CHAIR FEI GE inquired whether the lack of funding to the USGS
is affecting the ability of the state's Vol canol ogy Section to
track and maintain instrunments up and down the Aleutian |Islands.
It is in the state's best interest, he commented, to maintain
those instrunents for information, given the air routes between
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Alaska and Asia are heavily inpacted every tine there is an
erupti on.

MR. MASTERMAN answered that, to date, the division's funding for
the Al aska Volcano Observatory has all been federal funding,
whi ch has been declining over tinme and which he does not see
changing any tinme soon. So, that is inpacting the network of
nonitoring sites on the volcanoes along the Alaska Peninsula in
the Al eutians. Networks for two of the vol canoes have been | ost

conpletely and are not providing any information. O the 29
remai ning sites, 8 are considered severely inpaired in that they
will provide some after-the-fact information but will not allow
detection seismcity that mght pre-date an eruption. Most

critical is Pavlof Volcano, which is near sonme comunities on
the Alaska Peninsula and is one of the npbst active vol canoes.
In the |last couple years, Pavlof's eruptions have caused |oca
flights to be diverted to avoid the ash cloud. The funding the
division gets from the federal government is inadequate to
maintain all of those facilities and is affecting the issues of
life, health, and safety.

2:42: 33 PM

REPRESENTATI VE SEATON asked whether the division's North Slope
shal e investigations are in the existing |ease sale or in other
portions of the USGS-identified source rock.

MR. MASTERMAN responded he is not sure whether the division's
activities are on the actual |ease sale, so he will get back to
the commttee. Since the division's study is of the geology it
eval uates the rocks where they are sticking out of the ground -
the surface expression - and therefore the studies do not stop
at | ease sale boundaries. In further response, he confirnmed the
division works on the surface expression, not the |ower |eve
potential. The division does not have access to the nobst recent
core that has been drilled on the North Sl ope.

2:43:55 PM

REPRESENTATI VE SEATON, addressing Ms. Menefee, requested further
clarification about the |Iand exchange the Trust w shes to do.

MS5. MENEFEE expl ained that the |land exchange that the Trust is
pushing for with the Tongass National Forest is relative to the
di m ni shed available tinber in the Trust portfolio. The Trust
| and of fice nanages "buckets" of resources, and a diversity of
buckets is a good idea to maximze portfolio revenue. The
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timber bucket is running out of tinmber so the Trust s
attenpting to get tinber back into that bucket to continue
having a tinber revenue source for those tines when, say, the
price of gold or other commodities in the market goes down. I n
further response, she said the fundanmental premse of the
exchange with the federal governnent is that it is an equal

val ue exchange. The lands that have been presented on the
federal side will be appraised for their value as wll the Trust
| ands and then it wll be a value-for-value exchange. Returning

to the topic of who are the Trust beneficiaries, M. Menefee
said that the nobst obvious beneficiaries are A askans wth
mental ill ness.

2:46: 54 PM

CO CHAI R SADDLER, addressing M. Goodrum inquired how inportant
[HB 77] is to inprovenent of the permtting backl og.

MR. GOODRUM replied that the division, and the departnent as a

whol e, has been approaching it as an "all of the above"
appr oach. Peopl e, process, and legislative packages are all
inmportant as the division tries to nodernize the system and nmake
it nmore efficient and transparent for custoners. A nunber of
changes still need to cone, but the division is aggressively
pursui ng those and working to make good and |egally defensible
decisions for the use of state land and water. The division is

not there yet, but it is a process of continuous inprovenent.

CO CHAI R SADDLER praised the progress with pernmitting that has
been made so far.

2:48: 25 PM

REPRESENTATI VE SEATON related that constituents have told him
the charge for maricultural |leases is $450 per acre, while it is
only $3 per acre for grazing leases and oil and gas |eases.

Addi tionally, t he capi tal i nt ensi veness of maricul ture
expenditures is often higher than it is for grazing |eases or
agricultural |eases. He urged that a bal ance be figured out in
order to pronote economc developnment in Alaska's coasta

conmuni ti es.

MR. GOCDRUM concurred and said he | ooks forward to working with
Representative Seaton and other people in this regard.

2:49:56 PM
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CO CHAIR FEIGE, regarding the statenent that the permt backl og
has been decreased 53.5 percent since the beginning of fisca
year 2012, asked what the nunber of backl ogged permts is.

MR. GOODRUM answered that at the start of fiscal year 2012 the
nunber was 2,658 authorizations in backlog. As of 12/31/13 the
nunber was 1,237. He allowed it is still a sizeable nunber that
needs to be addressed but said the division is continuing to
work on reducing it.

2:51: 10 PM

REPRESENTATI VE TARR, addressing M. Barron, observed from slide
12 that 90 | eases were awarded in the North Slope, all within 7
weeks of the sale date. She recalled M. Barron saying that it
used to take 8-12 nonths. She asked whether the expediency in
processi ng t hose | eases was an i nt er nal re-alignnment,
| egi sl ation, or both.

MR. BARRON responded that basically it was internal. The team
asked itself what it is doing and why is it doing that. A
critical aspect found out by the teamis that it had a history
of holding all the leases until all of them were ready to be
adj udi cat ed. It was decided not to do that anynore so that a
"problem child" needing nore research would no longer hold up
the rest of the | ease awards.

2:52: 07 PM

REPRESENTATI VE SEATON noted that HB 129 was passed |ast session
[effective date 5/22/13] and, as intended, has expedited things.
However, he has received comments from people, especially in the
Ninilchik area, that now things are happening very quickly.
Rat her than |large swaths of state |and, developers are taking
five acres and putting up a rig so that gas drilling is right
alongside the road or right next to people's properties. He
i nqui red whether the division is handling any questions on those
and whether there is public notice of those kinds of activities.

MR. BARRON replied that he thinks the aforenentioned rigs are on
private, federal, or Native |and and therefore are not under his
division's overview. No regulations have been propagated
relative to HB 129 because the division is still in the public
comment period, reviewng the coments, and checking how the
comments are fitting in wth what the division is proposing.

2:53: 55 PM
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CO CHAIR SADDLER, referring to the incentives that the state
offers for tax rates and jack-up drilling rigs in Cook Inlet,
asked whether there is any new information that conmittee
menbers shoul d be aware of.

2:54:13 PM

MR. BARRON reported that activities in Cook Inlet were very
robust during this past sunmer's drilling season, especially
of fshore activities. Furie Operating Alaska [successor-in-
interest] to Escopeta O | Conpany continued its delineation work
in the Kitchen Lights Unit. Buccaneer and its primary worKking

interest owner, BlueCrest, continued to do activities at the
Cosnopolitan |lease and is progressing its gas work offshore and
oil work onshore. Furie is now in the construction phase of a
smal|l caisson platform the first platform of this type in the
Cook Inlet and the division has been focused on ensuring the
correct engineering paranmeters for this environment. Kenai Loop
is still an aggressive play by Buccaneer, which recently spud at
West  Eagl e. Hil corp continues to do very good work in oil
production and escalated work in the gas phase. Soon after
Hi | corp took over the properties of Mrathon and Chevron and sat
dowmn with the wutilities, the gas default issue was quickly
solved and there are now secure contracts through 2018. Cook
Inlet Energy continues its activities and is now progressing a
pur chase of sone of the Arnstrong properties in south Kenai.

2:56:30 PM

CO CHAIR SADDLER related that the people of his district and
Sout hcentral Al aska have concerns about the future supply of
| ocally generated gas. He inquired about what the prospects
m ght be after 2018 given the level of activity.

MR. BARRON characterized it as very positive. The production

that will be coming fromthe Furie platform and the potential of
the production comng from the Cosnopolitan structures will be
comng on |line arguably sonetine between 2015 and 2017, which
will dovetail nicely with any issues that might come up in the

contractual basis in 2018.
2:57:12 PM
REPRESENTATI VE TARR, referring to slide 3, inquired how the

menor andum of understanding between DNR and Resources Energy,
Inc. (REI) fits into future projects.
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MR. BARRON responded that if the question is how REI fits within

the franmework, he does not have a clear answer. |[|f the question
is how LNG as a market, plays into the Cook Inlet, the answer
is that it is a piece. It is a piece whether it is from

supplying gas to Conoco for export or whether it is a piece
playing into potential deliveries to the Ilocal nmrkets and
possi bly trucking to Fairbanks, which has been going on for many

years. The real issue with Cook Inlet gas has always been
supply and denand. Wen there is nore supply, the conpanies
need to find nore demand. If they do not find the demand then

their opportunities to capitalize their noney goes el sewhere.
The nore gas available, the increase market can be driven.

Agrium has been talking to the division, ConocoPhillips is
continuing to think about getting its license renewed, and there
is also Donlin Creek as well as gas storage projects. Al of

these begin to play into a broader mx of supply and denmand
matri x.

2:59: 21 PM

CO CHAIR FEICGE, addressing M. Ellis, reported he has received
conpl aints regardi ng the managenent of snownachi ne access in the
Hat cher Pass area. It seens that one class of user in that area
is being favored while snowrachiners are being restricted. He
said M. Ellis is welcone to get back to himon this issue.

MR. ELLIS replied that |ast year the division started a new
managenment plan for access, and he wll provide the co-chair
with a detail ed answer.

3:00: 23 PM

CO CHAIR FEIGE, noving to another issue, related that people are
willing to volunteer at the Worthington G acier observation site
near Thonpson Pass on the R chardson H ghway, but they are being
told that there are no funds to open the site. G ven the vol une
of tourismalong this corridor and Val dez, he said he would |ike
to see what can be done to re-open the site. Co- Chair Feige
continued, reporting that another issue is outhouses along the
road that are open in the sumer but closed and |ocked in the
W nter. He advocated that as long as the road next to an
out house is plowed that outhouse should be open. In particular
is the Paxson Road area now that the | odge there has cl osed.

MR. ELLIS answered that sone waysides are under the Departnent
of Transportation & Public Facilities (DOT&PF). A map of what
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is available is currently being | ooked at to address this issue,
whether it is DOT&PF or parKks.

3:03: 20 PM

CO CHAIR SADDLER asked the progress being made on the Division
of Parks & Qutdoor Recreation's backlog of deferred maintenance.

MR. ELLIS responded that the division has approxinmately $60

mllion worth of deferred maintenance within Alaska's state
parks. Over the last three or four years the funding of around
$3 mllion a year toward deferred nmaintenance has kept this
about even. The division evaluates the deferred naintenance and
priorities twice a year. Unfortunately, it stays at about $60
mllion with the $3 mllion in annual funding.

3:04: 26 PM

REPRESENTATI VE SEATON addressed Conm ssioner Bal ash regarding a
resolution that was passed by the Ilegislature supporting the
extension of the ConocoPhillips export [license and which
included a clause related to rack availability of [liquefied
natural gas (LNG for Al askans. He inquired whether the
Department of Natural Resources is making sure that no nmatter
what goes forward for LNG there will be rack availability at
comercially reasonabl e terns.

3:05: 25 PM
COWM SSI ONER BALASH replied that he will provide the conmmttee
with a copy of the letter he sent to ConocoPhillips asking the
conpany to develop an application for additional export volunes
from that facility. Included in that letter was nention of a
truck rack.
3:05:48 PM
ADJ QURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 3:06 p. m
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