ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COW TTEE
March 3, 2014
1:13 p.m

VEMBERS PRESENT

Representati ve Peggy W1l son, Vice Chair
Representati ve M ke Hawker
Representative Crai g Johnson
Representative Kurt O son

Represent ati ve Paul Seaton
Representative Scott Kawasaki
Representative Geran Tarr

VEMBERS ABSENT

Representative Eric Feige, Co-Chair
Representati ve Dan Saddl er, Co-Chair

COW TTEE CALENDAR

SENATE JO NT RESOLUTI ON NO. 15

Opposing any international designation of Alaska |and or water
as an international park, world heritage site, Dbiosphere
reserve, Ransar site, or other classification of land or water
that affects the use of land or water by the state or an Al aska
Native corporation wthout approval by the United States
Congress and the Alaska State Legislature; requesting the United
States Departnment of State and the United States Departnent of
the Interior to <cease all further action related to an
i nternational designation for land and water in the state until
the action is approved by the United States Congress and the
Al aska State Legislature; requesting that the United States
Congress pass legislation requiring Congressional approval of
any international designation that affects the use of land or
water by the state or the United States; requesting that the
governor be involved in the process and devel opnment of any joint
action plan; requesting that the state, including the
departments responsi ble for the managenent of fish and wildlife
and other natural resources, be an integral part of any
di scussion, agreenment, understanding, or other process that
affects the use or developnent of fish and wildlife and other
natural resources in the state; and urging the governor and the
attorney general to reserve all legal renedies for a taking of
the natural resources of the state by an international
designation of land and water in the state.
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- MOVED HCS SJR 15(RES) QUT OF COW TTEE
CONFI RVATI ON HEARI N S) :

Big Gane Commercial Services Board

Mchelle Mtz
Gene Peltol a

- CONFI RVATI ON(S) ADVANCED

Board O Fisheries

Frederick "Fritz" Johnson
- CONFI RVATI ON(S) ADVANCED

Comm ssi oner - Departnment O Natural Resources

Joe Bal ash
- CONFI RVATI ON(S) ADVANCED

HOUSE Bl LL NO. 287

“An Act approving and ratifying the sale of royalty oil by the
State of Alaska to Tesoro Corporation and Tesoro Refining and
Mar keti ng Conpany LLC, and providing for an effective date."

- SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON

BILL: SJR 15
SHORT TI TLE: OPPOSE | NTERNATI ONAL DESI GNATI NG OF LAND
SPONSOR(s): SENATOR(s) G ESSEL

01/ 22/ 14 (S) READ THE FI RST TIME - REFERRALS

01/ 22/ 14 (S) RES

02/ 08/ 14 (S) RES AT 9: 00 AM BUTROVI CH 205

02/ 08/ 14 (S) Moved SJR 15 Qut of Committee

02/ 08/ 14 (S) M NUTE( RES)

02/ 10/ 14 (S) RES RPT 5DP

02/ 10/ 14 (S) DP: G ESSEL, M CClICHE, BISHOP, DYSON,
FAl RCLOUGH

02/ 18/ 14 (S) TRANSM TTED TO (H)
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02/ 18/ 14 (S) VERSI ON' SJR 15

02/ 19/ 14 (H) READ THE FI RST TI ME - REFERRALS
02/ 19/ 14 (H) RES

03/ 03/ 14 (H) RES AT 1:00 PM BARNES 124

W TNESS REG STER

JANE CONWAY, St af f

Senator Cathy G essel

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: On behalf of the prinme sponsor, Senator
G essel, explained the <changes in the proposed conmttee
substitute (CS) for SJR 15, Version N

SENATOR CATHY G ESSEL

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified as prinme sponsor of SJR 15.

STAN LEAPHART, Executive Director

Citizens' Advisory Comm ssion on Federal Areas (CACFA)
Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of SJR 15.

DEANTHA CROCKETT, Executive Director

Al aska M ners Association, Inc. (AMA)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of SJR 15.

MARLEANNA HALL, Projects Coordi nator

Resour ces Devel opnent Council (RDC)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of SJR 15.

M CHELLE METZ, Appoi ntee

Big Ganme Commercial Services Board (BGCSB)

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified as an appointee to the Big Gane
Commerci al Servi ces Board.

GENE PELTOLA, Appoi ntee

Big Ganme Commercial Services Board

Bet hel , Al aska

POSI TI ON  STATEMENT: Testified as appointee to the Big Gane
Commerci al Servi ces Board.

FREDERI CK "FRI TZ" JOHNSON, Appoi ntee
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Board of Fisheries

Di|'lingham Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the Board of
Fi sheries (BOF).

JCE BALASH, Conm ssi oner Desi gnee

Department of Natural Resources (DNR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified as comm ssioner designhee to the
Depart ment of Natural Resources.

ACTI ON NARRATI VE
1: 13: 37 PM

VICE CHAIR PEGGY WLSON called the House Resources Standing
Commttee neeting to order at 1:13 p.m Representatives Hawker,
Johnson, O son, Seaton, and P. WIson were present at the call
to order. Representati ves Kawasaki and Tarr arrived as the
meeting was in progress.

SJR 15- OPPOSE | NTERNATI ONAL DESI GNATI NG OF LAND

1:14: 12 PM

VICE CHAIR PEGGY WLSON announced that the first order of
busi ness woul d be SENATE JO NT RESCLUTI ON NO. 15, Opposing any
international designation of Alaska land or water as an
international park, world heritage site, biosphere reserve,
Ransar site, or other <classification of land or water that
affects the use of land or water by the state or an Al aska
Native corporation wthout approval by the United States
Congress and the Al aska State Legislature; requesting the United
States Departnent of State and the United States Departnent of
the Interior to <cease all further action related to an
i nternational designation for land and water in the state until
the action is approved by the United States Congress and the
Al aska State Legislature; requesting that the United States
Congress pass legislation requiring Congressional approval of
any international designation that affects the use of |and or
water by the state or the United States; requesting that the
governor be involved in the process and devel opnment of any joint
action plan; requesting that the state, including the
departnents responsible for the managenent of fish and wildlife
and other natural resources, be an integral part of any
di scussion, agreenment, understanding, or other process that
affects the use or developnent of fish and wildlife and other
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natural resources in the state; and urging the governor and the
attorney general to reserve all legal renedies for a taking of
the natural resources of the state by an internationa
designation of land and water in the state.

1:15:16 PM

REPRESENTATI VE HAWKER noved to adopt Version U as the working
docunent .

REPRESENTATI VE SEATON obj ected for di scussion purposes.

1:15:48 PM

JANE CONVAY, Staff, Senator Cathy G essel, Alaska State
Legi sl ature, stated the current version of the proposed

commttee substitute (CS) for SJR 15 is Version N

SENATOR CATHY G ESSEL, Al aska State Legislature, clarified that
the original version of SIR 15 was Version U

1:16: 16 PM

REPRESENTATI VE HAWKER wi t hdrew hi s noti on.

The conmmittee took a brief at-ease.

1:17: 00 PM

REPRESENTATI VE SEATON noved to adopt the proposed committee
substitute (CS) for SJR 15, Version N, [labeled 28-LS1192/N,
Bul | ock, 2/28/14] as the working docunent.

REPRESENTATI VE JOHNSON obj ected for di scussion purposes.

1:17:49 PM

M5. CONWAY expl ained that Version N makes three snmall changes:
On page 2, line 26, changes "National Park Service" to "the
federal governnment”; on page 3, line 8, changes "would" to
"potentially could evolve into" and on page 4, line 6, changes
"would" to "could." In response to a question, stated that

t hese changes do not at all alter the nessage of SJR 15.

1:18: 51 PM

HOUSE RES COW TTEE - 5- March 3, 2014



REPRESENTATI VE JOHNSON renoved his objection. There being no
further objection, Version N was before the commttee.

VICE CHAIR P. W LSON opened public testinony on SJIR 15.
1:19: 28 PM

REPRESENTATI VE  SEATON requested a brief overview of the
resolution for the public.

SENATOR G ESSEL stated that SJR 15 is simlar to a resolution
that several commttee nmenbers sponsored in 2007 that passed the
| egi slature. She noted this is not a new issue. She expl ai ned
that Beringia is a designated international park in Northwest
Al aska. She advised that this represents another taking of
Al aska | and. She acknowl edged the commttee is famliar wth
the Al aska National Interest Lands Conservation Act (AN LCA).

The third element in ANILCA indicates that Al aska has given its
share of lands for federal conservation units. She related that
ANI LCA also contains a "no nore clause"” noting that Al aska need
not give any nore | and. However, after AN LCA passed in 1985,
the National Park Service (NPS) began to capture land to create
the Bering Land Bridge National Preserve thereby taking nore
land. In the early 1990s informal discussions between President
George Bush and President Gorbachev were held proposing an
international park designation that would consist of land from
Russia and land in Alaska. 1In 2013, Russia formally established
the Beringia National Park on the Chukotka Peninsula in Russia.

This would be joined with the Beringia Land Bridge National

Preserve on the Seward Peninsula and Cape Krusenstern Nationa

Monument just north of Kotzebue. She summarized that this is
Russian land and Alaska's land creating an international park
desi gnati on

1: 22: 05 PM

SENATOR G ESSEL noted that in COctober 2013 another Menorandum of
Under st andi ng (MOU) was devel oped and is now awaiting signature
of the president to finalize this international designation.
The purpose of the park would be to consider culture,
envi ronnment, and conduct research in the protected area. Wile
this may sound nice, Governor Parnell has not been a party to
t hese di scussions, nor has the |egislature, and Congress has not
been invited to discuss or chinme in on this designation. Thi s
designation falls under the United Nations Educational,
Scientific, and Cultural Organization. After Cape Krusenstern
Nati onal Mnunent and the Bering Land Bridge National Preserve
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designations, further United Nations organizations' «criteria
applied to other areas. For exanple, she pointed out that a
proposed road that would go through the 1zenbek [Nationa
Wldlife Refuge], which is a Ransar Convention [list of wetlands
of international inportance] site, but it was declined due to
concern about grasses and birds. She reiterated that this has
been designated a Ransar Convention site by the United Nations.

SENATOR G ESSEL related that Alaska Wrld Heritage sites, also
designated by the United Nations include dacier Bay and
Wangell-St. Elias Park, as well as Denali National Park, which
is a biosphere reserve. She stated there is an "ongoi ng push”
for a buffer zone around Denali National Park and Preserve. She
stated that pushing for a buffer zone is one path taken to
expand the size of a preserve.

1: 24: 07 PM

SENATOR G ESSEL pointed out although these designations seem
harm ess, simlar ones have curtailed resource devel opnent

around the world. This resolution expresses her concern that
terms such as "sustainable devel opnent” that are commonly stated
by the United Nations and the federal government wll nean
restricted devel opnent. She advised that the governor has sent
letters to [forner] Secretary of State Hlary dinton,
expressing his concern. U.S. Senator Mirkowski and Congressman

Don Young have asked U.S. Secretary of the Interior Sally Jewel |
and Secretary of State John Kerry to stop and listen to the
State of Alaska on this issue. Simlarly, the |eadership in the
other body has witten a simlar letter and the Citizens'
Advi sory Comm ssion on Federal Areas (CACFA) has listed this
international park as a primary priority concern

SENATOR G ESSEL stated that the purpose of SJR 15 is to raise an
awar eness that this proposal has not gone away, but has noved
forward. She reported that an MU signed by Russia and the
Secretary of State is awaiting President Gobama's signature to
finalize the docunent.

1:25:51 PM

REPRESENTATI VE HAWKER poi nted out the final resolve clause urges
the governor and the attorney general to seek |egal renedies,
but they are not on the |list of people who will receive copies
of this resolution. He suggested they should be added.

SENATOR G ESSEL agreed that is a good suggesti on.
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1:26: 58 PM

REPRESENTATI VE KAWASAKI requested a specific exanple of how this
designation has hanpered devel opnent of natural resources in
Al aska.

SENATOR G ESSEL deferred to her staff, Jane Conway.

M5. CONWAY answered that the nost recent exanple is the |zenbek
Road from Cold Bay to King Salnon. She remarked that this road

as a Ransar site was touted as a reason for denial. Thi s
decision cited the Black Headed Brant and the protection of the
eel grass in the area [as the basis for the denial.] The

purpose of this resolution is that it could possibly hanper
developnment in the state if the international designations are
al l oned wi thout Al aska's or Congressional approval.

1: 28: 34 PM

REPRESENTATI VE KAWASAKI asked for some of the benefits to Al aska
and Russia in having an MU in place regarding the Beringi a.

SENATOR G ESSEL said she cannot think of a single benefit of
having this MU in place. It is an additional international
taki ng that has no benefit.

1: 29: 42 PM

REPRESENTATI VE TARR pointed out that the lands in question are
federal | ands. She referred to a map in nenbers' packets
entitled "Proposed Transboundary Area of Shared Beringian
Heritage" and to the proposed contributions to International
Protected Area - Pending Designation. She said these |ands
appear to all be federal and native lands so it nay be
appropriate for the federal gover nirent to have these
del i berati ons about federal | ands. She asked whether any state
| ands are included.

SENATOR G ESSEL answered vyes; namng the Bering Land Bridge
National Preserve and the Cape Krusenstern National Monunent
north of Kotzebue. She outlined the challenge, that the NPS web
site describes Beringia by latitude and longitude and
geogr aphi cal | ocation. Beringia actually extends to the top of
Al aska and to the Mickenzie R ver in Canada, to the bottom of
t he Kanthat ka Peni nsul a, about parallel to the Aleutian Islands.
This essentially would enconpass the entire state. She not ed
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the significant oil and mning resources. The road fromthe Red
Dog Mne to tidewater had to cross Cape Krusenstern and required
an act of Congress to build the road. She expressed concern
that if this becones internationally designated, Al aska would
have significant barriers to resource devel opnent.

1: 32: 35 PM

REPRESENTATI VE TARR understood the concern is related to the
| ar ger designation

SENATOR G ESSEL expl ai ned that these designations tend to expand
over tine. This is US. land, so she did not understand the
reason to relinquish it to international jurisdiction

1: 33: 33 PM

STAN LEAPHART, Executive Director, Citizens' Advisory Conm ssion
on Federal Areas, testified in support of SIJR 15 from the
followng witten statenment [original punctuation provided]:

| appreciate the opportunity to testify today in
support of SJR 15.

The Conmi ssion shares the concerns expressed in SJR 15
regarding the designation of |lands under various
internal initiatives such as that reflected in the
proposed nenorandum of understanding between the
Uni ted St at es and t he Russi an Federati on to
“synbolically link” U'S. National Parks in the Bering
Strait Region to forman international protected area.

The proposed MOU states that it is l|legally nonbinding
and is not an international agreenent and does not
create any rights or obligations under international
I aw. Based on past experience, however, the terns of
this MU could conplicate the ability of the Nationa
Park Service to namnage national park lands in this
regi on. It could also potentially affect the ability
of the State of Alaska and the private land owners in
the region to develop and utilize their |ands.

Wil e sonewhat different in scope, the recent decision
by the Secretary of the Interior to not approve the
construction of a road in the |Izenmbek NWR was based in
no small part on the 1986 designation of the refuge as
a Wetland of International I|nportance under the Ransar
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Conventi on, even though the —convention is non
regul atory and has no sanctions for violating treaty
conmm t ments.

In the 1990s the designation of d acier Bay Nationa
Park & Preserve as both a United Nations Wrld
Heritage Site and a biosphere Reserve was a factor in
the phased elimnation of a 100 year old state-mnaged
commercial fishery in the park.

The Comm ssion notes that the National Park Service
Shared Beringian Heritage Prograns has funded nunerous
projects over the last 12 years in the Bering Straits
regi on. These projects have <collected useful
archeol ogical, cultural, historical, natural resource
and environnental data. W also note that nmany of the
projects are undertaken not in the Al askan park units
for which the National Park Service has statutory
managemnent responsi bility, but in t he Russi an
Feder ati on.

Both the Cape Krusenstern National Mnunent and the
Bering Land Bridge National Preserve (which are the
two U S Nat i onal Park units that would  be
“synbolically |inked” under this M) were created by
ANI LCA to protect archeol ogical sites and provide for
the study of the historic migration of peoples across
the Bering Straits, as well as to preserve natural and
cultural resources in these two areas. W believe
that the increasingly scarce funds wused for the
admnistratively created Shared Beringian Heritage
Program could better be utilized to neet the Nationa
Park Service's statutory responsibilities for these
two park units.

1: 36: 48 PM

MR. LEAPHART pointed out that ostensibly under the MM the
managenent decisions would only directly affect the National
Park Units. He asked to read a short excerpt from a recently
rel eased report, as follows [original punctuation provided]:

A recent report by the Science Conmttee of the
National Park System Advisory Board contains the
foll ow ng statenent: “Confronted with continuous and
dynam ¢ change and the goal of preserving ecol ogical
integrity, NPS managenent strategies nust be expanded
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to enconpass a geographi c scope beyond park boundaries
to larger |andscapes and to consider l|onger tine
hori zons. Specific tactics include inproving the
representation of unigue ecosystem types within the
National Park System prioritizing the protection of
habitats that may serve as climte refugia, ensuring
the maintenance of critical mgration and dispersal
corridors, and strengthening the resilience of park
ecosystens.”

MR. LEAPHART submitted that this |anguage nmeans the NPS | ooks
outside its managenent responsibilities to devel op managenent
strategi es and enphasizes the possible threat from creation of
this Beringian Heritage Area.

1: 38: 14 PM

REPRESENTATI VE TARR i nqui red whether SJR 15 woul d have an i npact
on the MW, which is what is noving forward and iif the
resol ution should specifically address the MOU.

MR. LEAPHART offered his belief that the intent of SJIR 15 is in
opposition to the MU and he would hope the result would be that
the president would not sign it.

1: 40: 02 PM

DEANTHA CROCKETT, Executive Director, Al aska M ners Association
Inc. (AMA) spoke in favor of SJR 15. She read from the
following witten statement [original punctuation provided]:

Good afternoon. My nane is Deantha Crockett, and | am
Executive Director of the Alaska Mners Association.
AMA began in 1939 (so 2014 celebrates our 75th
Anni versary!) and is the wunbrella association for
Al aska's mning industry. Qur nmenbers include small,
fam ly-run placer operations, to |arge-scale hard rock
mnes, to coal mnes, to exploration projects, and all
vendors and contractors that support Al aska's m nes.

AMA does not support actions that decrease or prevent
access to Alaska's lands. In 1980, the Al aska Nationa
I nterest Lands Conservation Act (AN LCA) designated

mllions of acres within Al aska as conservati on system
units, and nore inportantly, issued a promse that “No
More” |ands would be precluded from a nultiple-use,
fully accessi bl e classification. The Feder al
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government today should keep that prom se, and bl ock
no further acreage from access, exploration, and wth
hope, devel opnment of all uses.

Separately, |and designations should only be made with

full Congressional approval, the Al aska Legislature,
and the Governor, as well as the various private
| andowners in this area. Governor Parnell, as well as

Senat or Mur kowski and Congressman Young have expressed
concerns that the federal governnent has not consulted
the State of Alaska on this |and designation. Wile on
a technical note, designations don't create regulatory
authority over lands, it is a consideration taken into
account by land managers who evaluate activities on
those lands, and it is certainly noticed by potential
devel opers who may sense additional risk by such a
| and designation when evaluating whether or not to
i nvest in Al aska.

We believe passage of SIR15 will send a nessage that
the State of Alaska takes the nmultiple-use standard
seriously, and that designations of lands within our
state nust be done in consultation with our state
| awmakers.

Thank you for hearing this resolution and | encourage
you to pass it as soon as possible.

1:42:06 PM
MARLEANNA HALL, Projects Coordinator, Resources Devel opnent
Council (RDC), paraphrased, as follows [original punctuation
provi ded] :

The Resource Developnment Council for Alaska, Inc.

(RDC) is witing in support of SJR 15, a resolution
opposi ng any international designation of Al aska |and
or water as an international park, world heritage
site, bi osphere reserve, Ransar site, or other
classification of land or water that affects the use
of land or water by the state or an Al aska Native
Cor poration w thout approval by the U S. Congress and
the Al aska State Legislature.

RDC is an Al askan business association conprised of

i ndi vidual s and conpanies from Al aska's oil and gas,
m ni ng, f orest products, tourism and fisheries
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i ndustries. Qur nenbership includes all of the Al aska
Native regional cor por at i ons, | ocal comunities,
organi zed |abor, and industry support firns. RDC s
purpose is to expand the state's econom c base through
t he responsi bl e devel opment of our natural resources.

It is a policy of RDC to advocate for access to and
across lands in Alaska for resource and community

devel opnent. RDC is concerned that the proposed
Menor andum of Understanding (MOU) for the creation of
the Beringia International Park (Beringia) wll create

anot her level of bureaucracy inhibiting access to
areas in Al aska.

The area under consideration in this proposed MU is
vast and surrounds many rural comunities. The MU
| acks consultation and coordination with |local and
state governnent, as well as ignores possible inpacts
to resources, such as oil and gas, and mning
expl oration and devel opnent.

It is also a policy of RDC to advocate for multiple
use of lands, and resource developnent in the area
could provide economc benefits to the region where
wel | -paying jobs are scarce, as well as inproved or
added infrastructure and access to areas for multiple-
users.

RDC nmaintains that nultiple uses should include mning
(expl oration, |easing, developnment) for oil and gas,
coal, and mnerals, as well as recreational and other
potential uses. Wth |ess than one percent of Al aska
in conventional private ownership, access should be
avai l abl e on other |ands, and should not be restricted
by an unprecedented one-size fits all MU that wll
i kely add anot her |ayer of federal bureaucracy.

SJR 15 is tinmely, given the MOU has yet to be signed
by the President. Input from those nost know edgeabl e
about Al aska and Alaska's resources should not be
i gnor ed. This MU could seriously jeopardize the
ability to access resources that fall in and around
Beri ngi a. In addition, past federal governnent
prom ses assured access to allow resource devel opnent
in this area and others not set aside through the
Al aska Nati onal | nt er est Lands Conservation Act
( ANI LCA)
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The passage of ANILCA in 1980 set aside 106 mllion
acres of federal lands in Alaska as conservation
system units. Today, Al aska accounts for 70 percent
of all national park lands in the United States, as
well as 53 percent of federally designated W/I derness
for all of the U S

RDC thanks Senator @G essel for introducing this
resolution, and urges the Alaska Legislature to pass
SJR 15 and to continue to assert the State of Al aska's
rights, and consult with the State of Al aska on this
and any future designations of the State's |ands and
resour ces.

1: 43: 46 PM

VICE CHAIR P. WLSON, after first determ ning no one el se w shed
to testify, closed public testinony on SJIR 15.

1:44: 24 PM

REPRESENTATI VE KAWASAKI recalled that nany nenbers took the
megaproj ects sem nar several years ago and it was enlightening
to understand that part of the problemw th resource devel opnent
is having prospective developers know the confines of the
devel opnent . Sonetimes MOUs have a positive inpact, he said.
He was unsure about this one in particular, but he does not
object to noving the resolution at this point.

REPRESENTATI VE SEATON pointed out that the last further resolved
urges the attorney general to reserve all legal renedies, which
he said is an inportant part of SJR 15.

1:45: 20 PM

REPRESENTATI VE HAWKER noved to adopt Conceptual Amendnment 1, to
add "Governor Parnell and Attorney General GCeraghty" to the
addressees of the resol ution.

VICE CHAIR P. WLSON objected for discussion purposes.

1:45: 47 PM

REPRESENTATI VE HAWKER said he wanted to ensure that even though
the resolution will pass the governor's desk for signature, it
doesn't nmean it wll be assimlated by the governor. He
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respectfully asked for the sponsor's consent to nake the
anendnent to add Governor Parnell and Attorney Ceneral GCeraghty
to the list of addressees.

VICE CHAIR P. WLSON said she noted the sponsor was noddi ng her
assent .

SENATOR G ESSEL agr eed.

VICE CHAIR P. WLSON renoved her objection. There being no
further objection, Conceptual Anmendnment 1 was adopt ed.

1:46: 49 PM

REPRESENTATI VE OLSON noved to report SJR 15, Version N, |abel ed
28-LS1192/ N, Bullock, 2/28/14, as anended, out of committee with
i ndi vidual recomendations and the acconpanying fiscal note.
There being no objection, the HCS SIR 15(RES) was reported from
t he House Resources Standing Commttee.

1:47: 09 PM
The conmmittee took an at-ease from1:47 p.m to 1:49 p.m

CONFI RVATI ON HEARI N&( S) :

Big Gane Commercial Services Board

1:49:49 PM

VICE CHAIR P. WLSON announced that the next order of business
is confirmation hearings for the Big Gane Conmercial Services
Board (BGCSB), the Board of Fisheries, and Comm ssioner of the
Departnent of Natural Resources.

1: 50: 33 PM

M CHELLE METZ, Appointee, Big Ganme Commercial Services Board,
stated that she serves as a manager for the Seal aska Corporation

based out of Juneau. This will be her first reappointnent to
this board. She recalled that she initially served a partial
term She explained that a substantial anount of learning is
necessary. She said the former Chair of the BGCSB, Paul

Johnson, recomended to the governor that she serve on the
boar d. She occupies the seat as the large, private |andowner.
The Seal aska Corporation has had guides operating on its |and.
She expressed an interest in serving since guiding offers
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enpl oyment opportunities in rural comunities. Many rural
residents are famliar with the outdoors, hunting, and so it
seens to be a natural fit for themto assist guides.

1:52: 39 PM

VICE CHAIR P. WLSON opened public testinony. After determ ning
no one w shed to testify she closed public testinony on the
confirmation hearing for Ms. Metz.

1: 53: 03 PM

REPRESENTATI VE HAWKER noved to forward the nane of Mchelle Mtz
as nomnee to the Big Gane Commercial Services Board to the
joint session of the House and Senate for consideration. There
being no objection, M. Metz's nanme was forwarded to a joint
session of the House and Senate for consideration.

The conmittee took a brief at-ease.
1: 54: 00 PM

VICE CHAIR P. WLSON related that the next confirmation hearing
woul d be for Gene Peltola, Appointee to the Big Gane Conmerci al
Servi ces Board.

1: 54: 40 PM

GENE PELTOLA, Appointee, Big Gane Commercial Services Board,
stated that like Ms. Metz, this is a reappointnent to the BGCSB.
He has served the remaining year of a three-year term and was
recommended to serve on the board by the current Chair. He just
retired after spending 25 years as the Chief Executive Oficer
and President of the Yukon Kuskokwi m Health Corporation. He has
al ways had an interest in natural resources, the state has been
good to him and in his retirement, he would like to provide
services back to the State of Al aska.

VICE CHAIR P. WLSON opened public testinony. After determ ning
no one wished to testify she closed public testinobny on the
confirmation hearing for M. Peltola.

1: 55: 47 PM
REPRESENTATI VE HAVWKER npoved to forward the nane of Gene Peltola

as a nonminee to the Big Gane Conmercial Services Board to the
joint session of the House and Senate for consideration. He
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rem nded nenbers that signing the reports regardi ng appoi ntnents
to boards and commissions in no way reflects individual nmenbers’
approval or disapproval of the appointees, and that the
nom nations are nerely forwarded to the full legislature for
confirmation or rejection.

VICE CHAIR P. WLSON concurred. There being no objection, M.
Peltola's nane was forwarded to a joint session of the House and
Senate for consideration

Board of Fisheries

1:56:49 PM

VICE CHAIR P. WLSON announced that the next order of business
woul d be the confirmation hearing for Frederick "Fritz" Johnson
as appointee to the Board of Fisheries.

1:56: 58 PM

FREDERI CK "FRI TZ" JOHNSON, Appointee, Board of Fisheries, stated
that Bristol Bay has been his home since 1979 when he started

fishing comrercially, and Bristol Bay is fish country, |ike nmuch
of Al aska. He has crewed or captained various boats in sal non
herring, and halibut fisheries. He related that his first

winter job was working for the 1980 federal census and he
visited nearly every comunity in the region, from Pedro Bay to
the Chignik, and he got to know the people and the region.
Addi tionally, he spent a dozen years nmanaging a weekly
newspaper, from 1980 to 1992, and through that process becane
famliar with many issues inportant to residents of Southwest
Al aska. Bet ween fishing seasons he has al so worked for various
nonprofit organizations, but five years ago he signed on as the
regional fisheries coordinator for the Bristol Bay Economc
Devel opnent Corporation, which is a local comunity devel opnment
guota entity in Southwest Al aska. He characterized this job as

"all fish all the tinme." He said he is famliar with board
processes and procedures. He further said he is ready to make
the tinme and commtnent for the Board of Fisheries mandate for
sustainability of Al aska' s fisheries whi l e provi di ng

opportunities to the various user groups in the state.
1:58: 57 PM
REPRESENTATI VE HAWKER of fered his thanks and admrations to M.

Johnson, noting he has received many letters of support for the
nom nee. He inquired whether he can fairly represent all user
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groups beyond commercial fisheries, for exanmple, if he could
al so represent the sport fisheries perspective.

MR JOHNSON replied he would not be applying for this
appointment if he felt he could not represent all the user
gr oups. He has also sport fished although his principal
background is in comercial fishing, but he understands the
Board of Fisheries nust represent all user groups.

2:00:17 PM

REPRESENTATI VE TARR i nquired whether any groups are opposing M.
Johnson's appointnent to the Board of Fisheries.

MR. JOHNSON responded he is unaware of any opposition to his
appoi nt ment . He said he has participated in seven Board of
Fi sheries' neetings thus far since Cctober so he has discovered
it isn't always easy to nmake everyone happy.

2:01: 16 PM

VICE CHAIR P. WLSON opened public testinony. After determ ning
no one wished to testify she closed public testinobny on the
confirmation hearing for M. Johnson.

REPRESENTATI VE HAWKER said that the absence of public testinony
"screans” volunes about M. Johnson's qualifications to serve on
t hi s board.

REPRESENTATI VE HAWKER noved to forward the nanme of Frederick
"Fritz" Johnson as a nomnee to the Board of Fisheries to the
joint session of the House and Senate for consideration. He
rem nded nenbers that signing the reports regardi ng appoi ntnents
to boards and conmmissions in no way reflect individual nmenbers

approval or disapproval of the appointees, and that the
nom nations are nerely forwarded to the full |legislature for
confirmation or rejection. There being no objection, M.
Johnson's nane was advanced to the joint session of the House
and Senate for consideration.

The commttee took an at-ease from2:02 p.m to 2:04 p.m

Commi ssi oner - Departnent of Natural Resources

2:04: 44 PM
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VICE CHAIR P. WLSON announced that the next order of business
woul d be the confirmation hearing for Joe Bal ash as appointee to
serve as conmm ssioner of the Departnent of Natural Resources.

2:05: 00 PM
JOE BALASH, Comm ssi oner  Desi gnee, Department  of Nat ur al

Resources (DNR), stated that Al aska has been his hone since
1986. Hs famly noved to Alaska and his father was stationed

at Eielson Air Force Base. He indicated Alaska is where he
wants to make his honme and have his own famly. He began
working in the capitol 17 sessions ago and he has seen a nunber
of events conme and go. He learned that DNR is the premer

agency in state governnent in terns of what makes this state
operate, what brings in the noney, and what allows the state to
do all that is spectacular in Al aska. It's an honor and a
privilege for himto have the opportunity to |lead DNR wth the
responsibilities that come with the job.

2:06: 52 PM

MR. BALASH said that Al aska has 100 mllion acres of upland, 60
mllion nore acres in tidelands, and subnerged | ands. He
acknow edged it is a really big job. He pointed out that Al aska
has wor | d- cl ass resour ces and it requires wor | d- cl ass
managenment. He did not envision doing this job without the fine
enpl oyees that staff the agencies, nunbering nore than 1,100
enpl oyees. He offered his belief that these people manage the

resources on a day-to-day basis, while the conm ssioner
functions as an asset manager rather than a resource nmanager.
He further thought that the conm ssioner needs to |ook at ways
to leverage the resources and assets in Alaska to create
additional value and opportunities. He acknow edged many
enpl oyees follow the regulations and procedures and issue
permts on a daily basis; however, the conm ssioner nust keep an
eye out for opportunities.

2:07:46 PM

MR. BALASH expl ai ned that Al aska has the largest park systemin
the country, yet there is a backlog of deferred maintenance in

the parks that exceeds $50 mllion. The state's ability to
overcome that backlog is Ilimted by all the sane budget
chal l enges that the legislature nust westle with. He suggested
an untapped opportunity exists in Alaska' s parks. The

| egi sl ature has taken sone steps to get started on an approach
that really could be the key, which is identifying private
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concessions that can be leveraged to create revenue streans.
For exanple, in south Denali, the state has started to develop a
new alternative to provide visitor opportunities and partner
with the visitor industry in the form of a |ong-term concession
and agreenent to create a revenue stream that could be "plowed"
back into parks. He envisioned that this wouldn't be limted to
the high-travel ed high-density parks, but ones the famlies use
for picnics, barbeques, and weekend canpouts, such as in Chugach
State Park. He said simlar opportunities also exist in Wod-
Ti kchik Park to make sure that nothing is inconsistent with park
values or managenent but to have a controlled planned and
orderly nethod for visitors to "see these treasures" and at the
sanme tine create a revenue stream that can help sustain the park
systemfor all Al askans.

2:10: 21 PM

MR. BALASH, regarding oil and gas, noted that nuch tinme has been
spent discussing how to |everage the existing proven resource
base at Prudhoe Bay to create additional opportunities for years
to cone by developing additional potential resources. He
pointed out a place in which the state got it wong - in the
devel opnents at Al pine and Badam , which were devel oped w thout
roads. The state m ssed out on extending its reach. The state
is limted in its exploration by the radius of ice roads that
can extend beyond the existing year-round infrastructure. Thus,
the state still has only the sanme radius as it had in 1989, yet
the state should be able to reach that nuch further east and
west . He said, "That's something that | think is a shane. It's
sonmething that's probably cost us opportunities as a state in
the last 20 years." Those are the types of things he hoped to
avoi d, he said.

2:12: 01 PM

MR. BALASH, addressing public runmblings he has heard about his
[young] age and experience, said he didn't see this as a
pr obl em He stated that the reality is he is young enough that
he will see the consequences of the decisions the Conm ssioner
makes, which he views as an incredible responsibility.

2:12:52 PM
VICE CHAIR P. WLSON, with respect to his comments on ice roads

to Al pine and Badam fields, asked what expansion he envisioned
of additional roads and if he meant ice roads or other roads.
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MR. BALASH answered that those fields were devel oped without

per manent roads. Had they been devel oped with permanent roads
additional reach with the ice roads would be further out than
t oday. In terns of devel opment at Point Thonson, the field is
| arge enough to warrant devel opnent, but the state m sses out on
smal | er opportunities. He said that the "home runs" wll take
care of thensel ves. The state needs to string together a few
"base hits."

VICE CHAIR P. W LSON concurr ed.
2:14: 09 PM

REPRESENTATI VE HAWKER offered his appreciation for M. Balash's
passion, intelligence, and deep comritnent. He remarked that he
has worked with M. Balash on challenging issues with many ups
and downs and questioned the appearance of M. Balash's
relationship with TransCanada as being extrenely close. He said
he took note of TransCanada's |obbyist sitting in the audience,
with the vast majority of the other audience being staff. He
concluded that makes him want to know what TransCanada's
interest is in M. Balash's confirmation. He asked if appointed
whether M. Balash can be objective in his decisions and the
counsel he provides the governor in terns of dealings wth
TransCanada or any other [oil and gas] conpany.

MR. BALASH responded that the counsel he has given to the
governor along the way wll likely remain confidential.
However, the question raised is an inportant one. He descri bed
his association with TransCanada as being purely through his
work at the state and advised that he has no personal financial

ties to TransCanada. He acknow edged the state's relationship
with TransCanada through the partnership wasn't perfect. In
fact, in sone instances the state's relationship wth
TransCanada has been questioned and reconsidered. He surm sed
that will Iikely happen again in the future depending on the
| egi slature's actions. For exanmple, the MU wll require
further agreenment and further consideration. The specific

"gates" are big ones and the state nust proceed with "our eyes
wi de open."

2:17:47 PM
MR. BALASH acknow edged that TransCanada's performance has
inpressed him to date; however, he believed TransCanada's

ability to help the state is |imted. In fact, if the current
oil and gas discussion was |imted to nonetization of Prudhoe
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Bay and Point Thonson, w thout any other concerns, the state
woul dn't need TransCanada as a financial partner. However, what
drives his interest in seeing TransCanada included has been
their ability to bring additional gas producers to the table to
nove Al aska's resource through the infrastructure. He hoped he
has answered the questi on.

2:19:15 PM

REPRESENTATI VE HAWKER stated M. Balash has not answered his
qguesti on. He characterized M. Balash's response as a defense
of his relationship wth TransCanada. He rephrased his
guesti on. He asked if M. Balash is confirnmed as conm ssioner

of DNR, whether he could be objective in his dealings wth
TransCanada or any other individual commercial parties.

MR. BALASH agreed Representative Hawker is right. In response
to whether he can be objective, he offered his belief that one's
experiences with a conpany inform his/her decisions. He said
the challenge is to try to be objective. He asked what
obj ective measures could be used to evaluate any given proposa
or opportunity dealing with any conpany. He said the state has
an obligation to look for external benchmarks when considering
proposals whether to the governor or the |egislature. The
question becones how the state knows it is delivering value or
providing the right opportunities to nove the state forward. He

went on to say he personally seeks this in all of the
departnent's transactions. He hoped the state would be
considering a royalty sale contract for oil soon and agreed the
state's deliberations nust be objective. Further, objectivity

must cone but not with blinders, and it nust take into account
the experiences the state has had with the conmpany to ensure
that the right features, terns, and conditions are net.

2:21:56 PM

MR. BALASH contrasted that with the settlenment of Point Thonson
since litigation clouded the title of the gas. The state had to
identify benchmarks for the initial devel opnent of the field as
well as commitnents for further devel opnent. Further, the state
needed to take into account the context and history of its
relationship with the operator. He concluded that this approach
will need to be taken with each particul ar case.

VICE CHAIR P. WLSON said she has a feeling that Representative
Hawker was seeking a "yes or no" response.
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REPRESENTATI VE HAWKER agreed that M. Balash has provided a
t horough answer. He maintained that he still has not received a
clear "yes or no" answer.

MR. BALASH answered, "I'm happy to do that. | can be objective.
| believe that | have been." He explained that the point he
wanted to nmake was that part of the decision-naking process is
i nformed by our own experiences.

2:23:47 PM

REPRESENTATI VE SEATON inquired whether at end of project life
the departnment should consider transferring any roads that were
built to the North Slope Borough or other nunicipal entity
rather than requiring dismantlenent, renoval, and restoration
(DR&R) in the |eases.

MR. BALASH answered the departnment wll consider the role
infrastructure has on the |ocal governnent nost inpacted by oil
and gas activities. The DR&R specifically inbedded in |easees
requires the lessee to return the property to a condition
acceptable to the conmm ssioner at the tine of abandonnent. He
suggested opportunities may exist to sever an easenent and road
fromthe rest of the |ease obligation. Certainly this could be
explored up front, he said. However, he pointed out practical
l[imtations may exist in order to preserve the obligation and
not absol ve | essees fromtheir obligation.

2:26:12 PM

REPRESENTATI VE SEATON agreed that the state shouldn't absolve
the |eases, but he asked whether the departnment will hold any
di scussions with the "surface owners" to determne interest in
preserving the assets derived from production or if it is within
the conmm ssioner's authority to nake decisions and not i npose
the DR&R even though it is part of the |ease. He further
wondered if the |ease should contain a provision to specifically
all ow the comm ssioner to negotiate terns for surface facilities
acceptable to the municipality and the state.

MR. BALASH pointed out that in nost instances on the North
Sl ope, the surface and subsurface owner is the state. Most  of
the discussions he has held with the North Slope surround

whet her to garner additional acres to fulfill the North Slope's
muni ci pal entitlenent. In fact, this has been and continues to
be a struggle, he said. In ternms of split estate situations,

whi ch occur nost often on the Kenai Peninsula, it would vary
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depending on the surface owner. Certainly from a nmunici pal
standpoi nt, the opportunity to sort out how to pursue the DR&R

is sonmething he hopes future commssioners wll take into
account . H s goal as commi ssioner would be to keep long-term
goals in mnd in abandonnment instances. He concluded, in many

cases, it would be beneficial to preserve pads and roads so |ong
as they are clean.

2:29: 10 PM

REPRESENTATI VE KAWASAKI shared a canp anecdote from 1992 that
illustrated he has known M. Balash since they were children.
He then said that in 2006 and 2007, part of the Alaska Gasline
| nducenent Act (AG A) dealt with basin control and who owned the
basin. During AGA and referring to the issue of access and the

issue of basin control, M. Balash's predecessor, Tom Irw n,
said, "If | were producer I mght have the sanme trouble too, if
| wanted to control Alaska's gas basin." He asked him to

hi ghlight his position and indicate whether it has changed.

MR. BALASH answered that he continues to have concerns around
basin control and seeks to find solutions, although he noted the

challenges are nore difficult for oil than for gas, in part,
because the state is starting fresh on gas issues. In fact,
some terns in the Heads of Agreement were included due to prior
battl es. However, he offered his belief that the oil and gas
conpani es want to avoid conflicts and desire solutions, too. He
vi ewed one challenge will be how to structure new devel opnent in

atruly efficient way. He characterized the anount of resources
in current fields and in the ground as "m ndboggling."

Typically in Cook Inlet, big l|egacy assets have Dbeen
consolidated by Hilcorp [Energy Conpany]. Hi | corp has paid
attention to the "little bits" and has been "stringing them
together” to create an inpressive "turnaround”" in Cook Inlet

producti on. However, he was unsure this transition could occur
on the North Slope since the infrastructure is so big and
expensive. The challenge on the North Slope will be to attract
smal |l er operators to achieve what the bigger conmpanies can't do
because they can't attract the investnment within the corporation
to acconplish or are not interested for other reasons. He hoped

the state will be able to maintain a respectful and positive
di al ogue wth the incunbents since a good relationship will be
necessary.
2:35:09 PM
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REPRESENTATI VE KAWASAKI asked how M. Balash would inprove
relationships with the smaller independents in order to get nore
oil in the pipeline.

MR. BALASH suggested the natural tendency is to over-generalize
by calling any conpany an independent that is not one of the
"big three" oil and gas producers: ConocoPhillips Alaska, Inc.
(Conoco), BP Exploration (Alaska) Inc. (BP), and Exxonhbbi l
Al aska Production, Inc. Oten tinmes problens arise when it is
perceived all conpanies wll receive the same treatnent.
However, in his experience, sonme conpanies have great ideas but
do not have financial ability to live up to their commtnents in

terms of unit agreenents and devel opnent plans. He contrasted
this with his observations from Repsol, which has fulfilled its
drilling obligations in units. He enphasi zed the DNR has been
working to rectify this situation with "non-incunbents" - a
| abel he prefers over "independents.™ He acknow edged the DNR
must work harder to assess whether a conpany is capable of
fulfilling its commtnents. In response to a question, he said

Tom Kelly helped identify the state's selections on the North
Sl ope.

2:38: 30 PM
REPRESENTATI VE KAWASAKI identified former Comm ssioner Kelly as

a DNR commi ssioner under former Governor Walter Hickel, who was
sel ected since he was an "oil man" the governor felt could work

with the industry. He provided sone details on M. Kelly's
background to highlight the juncture he believes the state is at
in terms of natural gas devel opnent. He recalled M. Kelly

indicated that when dealing with the public resource, the
hi ghest price is the fairest price since the state has the
fiduciary responsibility to maximze the state's value of its
resources. He asked M. Balash what that statenent neans to
hi m

MR. BALASH responded that "the highest price is the fairest

price" is a pretty good rule to wuse. He identified one
challenge is to maximze the state's share by getting the
hi ghest price for the state's royalty. He acknow edged sone
Fai r banksans want reductions in the state's royalty share since
they believe it will result in reduced costs for heating oil,

gasoline, or that it wll keep the [Flint HlIs] refinery
oper ati ng. However, he agreed he nust | ook beyond this narrow
constituency to fulfill his obligations as conm ssioner. He
agreed the challenge will be to get the highest price for the

resource the state owns and nmanages.
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MR. BALASH hi ghlighted the distinction between the derivation of
the share of the state's ownership - the royalty interest - and
the state's share of the production tax. He cautioned that the
state nust be very careful when it assesses production taxes
since ultimately production taxes wll affect the state's
royalty interest. Al though the legislature has struggled with
this question in the past several years the state has worked
itself to "a pretty good spot all in all,"” he said.

2:42: 38 PM

REPRESENTATI VE SEATON asked for M. Balash's perspective on
public involvenent and the public process in terns of state
assets ranging from agriculture leases to oil and gas | eases
He noted the state has experienced reductions in the public
process, whether it was coastal zone managenent or under HB 77.

MR. BALASH viewed the challenge in managing public |ands as
striking the "sweet spot" between routine and unique processes.
For exanple, he viewed a difference between the public process
in long-term |l and disposal and short term situations that don't
have a lasting effect on the resource. Granted, transparency
when granting permits and authorizations is inportant, but the
state nust also focus on today's tools and not on outdated
processes and systens. In fact, how the public can participate
changed dramatically over tine and yet people still conplain
that they didn't know a permt was being granted or that a
proj ect was happening in their nei ghborhood. He favored a "nore
is better" approach in terns of public involvenment with |and
di sposal, but he believes the departnent can trust resource
managers to identify and apply the rules in a specific way on
routine matters. He remarked that sone provisions in HB 77 may
actually require nore public notice than the state presently has
for sone key and routine authorizations.

2:46:46 PM

REPRESENTATI VE SEATON asked what Conmi ssi oner Bal ash's
phil osophy is on tenporary water use permts being sequentially
of f er ed. He wondered what the balance would be in terns of
issuing a water rights permt for the life of a long project as
conpared to using tenporary water pernmts to acconplish this
wi t hout public process.

MR. BALASH acknowl edged this issue has received a lot of
interest but ultimately it mght not be up to the conm ssioner
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to decide. Additionally, other pernmits and revi ew processes are
necessary for nobst projects, not just a water permt in order
for a project to nove forward. Thus, he would advocate for nore
i nvol venent in ternms of public noticing and comment in instances
in which other permts and review processes weren't being used.
Al though providing the public access to a list of water use
permts in an area could happen, it shouldn't be necessary to
formally notice each water use permt in the newspaper or at
U S. Post offices.

2:50: 07 PM

REPRESENTATI VE JOHNSON recalled that under the AG A process,
ExxonMobi| Corporation (Exxon) joined wi th TransCanada. Now,
Exxon and TransCanada operate, but Exxon, BP, and Conoco also
operate in the state. He asked him to comment on the
contractual relationships. He further asked whether he could
just declare AGQ A non-economc and the state could pursue the
best partners. He further asked whether Exxon and TransCanada
make the best partners for the state.

MR. BALASH responded that the steps taken by Exxon in 2009 to
align with TransCanada in the AGA framework were critical.
Wil e ExxonMobil aligned closely with TransCanada, it did not
take on all the AG A obligations or fully becone part of the
i cense. | nstead, Exxon aligned closely with the licensee in a
commercial relationship. That alignnment provided an opportunity
and di al ogue. The conpanies were prepared to acknow edged t hat
the state had certain key interests that were critical to the
state's long-term goals surrounding resource develop and
commerci alization of Alaska North Slope (ANS) gas in particular.
He couldn't imagine arriving at this juncture or reaching the
Point Thomson settlenment wthout that alignment having taken
pl ace. He pointed out the history in 2007 and 2008, but in 2009
t he di al ogue occurred in how to advance the state's interests at
the sanme tine recognizing the interests and key factors that
woul d af fect decision-making on the part of one of the |essees,
in this case, the one that holds the largest interest in gas on
the North Sl ope.

2:54:54 PM

MR. BALASH, in terms of the current relationship between the
Iicensee and Exxon, stated that l|ast year during the concept
selection agreenents that exist between all parties, the
relationship broadened out to include BP and Conoco. He
characterized the AG A license as a vehicle of convenience for
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everyone, one that has hel ped keep everyone noving along in a
path that works for everyone. At the sane time, the state has
been able to create a path forward that allows the state an

opportunity to step out of the license and nbve into a new
framework that fully recognizes everyone's interests noving
forward. He asked for further clarification on the contract

ref erence bet ween Exxon and TransCanada.
2:55: 31 PM

REPRESENTATI VE JOHNSON clarified it would be the commercial
agreenent where Exxon aligns itself wth TransCanada. He
recall ed TransCanada said that no one is happy unless Exxon is
happy. He asked whether Exxon is "double dipping" due to its
agreenent with TransCanada.

MR. BALASH answered he is unaware of any side deals between
Exxon and TransCanada with respect to the equity interest that
is represented by the state's gas share in the Heads of
Agreenment (HQOA).

REPRESENTATI VE JOHNSON requested further clarification on the
comerci al agreenent Exxon has under AdQ A

MR. BALASH agreed. In further response to a question, he agreed
this is still the "law of the |and."
2:56: 37 PM

REPRESENTATI VE JOHNSON suggested that sonmewhere the state is
partnered with Exxon and TransCanada in the state's 25 percent.
He was unsure of the percentages that Exxon and TransCanada have
di scussed. He acknow edged the comm ssioner would not be aware
of the comercial agreenent between TransCanada and Exxon.
Agai n, he asked whether the state is partnering with TransCanada
and Exxon and thereby giving up negotiation rights to them

MR. BALASH answered that the partnership with Exxon, BP, and
Conoco to get to Alaska's 25 percent is enbodied in the HOA. As
far as any parties the state partners with further on the 25
percent is a function of the agreenment with TransCanada in the
body of the MOU.  He said he is unaware of any further dilution
or interest that Exxon mght have in or through TransCanada for
the mdstreaminterests in the project.

2:58:25 PM
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VICE CHAIR P. WLSON inquired whether it is possible given the
confidentiality of TransCanada and Exxon's agreenents.

MR. BALASH answered that the agreenent that aligned those two
parties in 2009 - the Interim Project Agreenment - is one the
state did have access to review Further, the Project Funding
Agreenment was associated with it and that agreenent specifically
was in place to identify how the parties would pay for their
respective shares of work under the license in order to fulfil
the license, even though the work was |egally being conducted by
an entity that was not the licensee. However, TransCanada does
have an obligation to informthe state of any further agreenents
between the parties and the state has not been informed of any
ot her agreenent.

MR. BALASH expl ained that over tine, as the concept agreenents
were struck, and subsequently BP and Conoco were involved there
were sone refinenents nade to the way reinbursenents flowed

however, that is sonmething the state has nonitored.

VICE CHAIR P. WLSON inquired whether DNR has actually asked the
guesti ons.

MR. BALASH offered to call this evening.
3: 00: 39 PM

REPRESENTATI VE OLSON asked whether two TransCanada's are in play
in Al aska.

MR. BALASH answered vyes; that is correct in ternms of which
corporate entity is playing specific roles.

REPRESENTATI VE OLSON inquired whether his previous conments
woul d apply to both TransCanada conpani es.

MR. BALASH asked for further clarification on whether he neant
the relationship between TransCanada and Exxon. He clarified
that in previous coments he was referring to TC Al aska, which
is the Alaska U S. entity that is the |icensee.

3:01: 29 PM
VICE CHAIR P. WLSON opened public testinony. After determ ning

no one wshed to testify she closed public testinobny on the
confirmation hearing.
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3:01: 54 PM

REPRESENTATI VE HAWKER said he appreciates the |latitude nenbers
were given to ask questions. He remarked he could not help but
be concerned by the coment that called the AGA l|icense a
vehicle of convenience. He m ght suggest "an inconvenient
vehi cl e of questionable necessity."

REPRESENTATI VE HAWKER noved to forward the name of Joe Bal ash as
commi ssi oner designee for the Department of Natural Resources to
the joint session of the House and Senate for consideration. He
rem nded nenbers that signing the reports regardi ng appoi ntnents
to boards and comm ssions in no way reflect individual nenbers’
approval or disapproval of the appointees, and that the
nom nations are nerely forwarded to the full legislature for
confirmation or rejection.

3:02: 57 PM

REPRESENTATI VE TARR asked whether Comm ssioner Designee Bal ash
could be before the conmittee at the next hearing.

REPRESENTATI VE HAWKER poi nted out a notion is on the table.
3:03:37 PM

The commttee took an at-ease from3:03 p.m to 3:05 p.m
3:05: 02 PM

There being no objection, M. Balash's nane was advanced to the
joint session of the House and Senate for consideration.

REPRESENTATI VE HAWKER remarked that he believes M. Balash is
willing to speak to Representative Tarr at any tine.

3:06: 02 PM
ADJ OURNVENT

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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