ALASKA STATE LEG SLATURE
SENATE RESOURCES STANDI NG COW TTEE
March 22, 2013
3:35 p.m

VEMBERS PRESENT

Senator Cathy G essel, Chair
Senat or Fred Dyson, Vice Chair
Senat or Peter M cciche
Senator Cick Bishop

Senator Hollis French

VEMBERS ABSENT

Senator Lesil MQiire
Senat or Anna Fai rcl ough

COWM TTEE CALENDAR

CONFI RVATI ON HEARI NG
Big Gane Commerci al Services Board
Gene Peltola - Bethel

- CONFI R(VATI ON ADVANCED

SENATE BILL NO 59

"An Act relating to approval for oil and gas or gas only
exploration and developnment in a geographical ar ea; and
providing for an effective date."

- MOVED SB 59 OQUT OF COW TTEE

SENATE CS FOR HOUSE JO NT RESOLUTI ON NO. 6( RES)

Relating to legacy wells and legacy well sites; wurging the
United States Departnent of the Interior, Bureau of Land
Managenent, to open new areas of the National Petroleum Reserve
- Al aska for environmentally responsible oil and gas
devel opnent; and requesting the Ofice of the Governor to
i ncrease nationw de awareness about |egacy wells and well sites.

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON

BILL: SB 59
SHORT TITLE: O L & GAS EXPLORATI OV DEVELOPMENT AREAS
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SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

02/ 19/ 13 (S) READ THE FIRST TIME - REFERRALS
02/ 19/ 13 (S) TTP, RES, FIN

02/ 26/ 13 (S) TTP AT 3:30 PM BUTROVI CH 205
02/ 26/ 13 (S) Heard & Hel d

02/ 26/ 13 (S) M NUTE( TTP)

03/ 05/ 13 (S) TTP AT 3:30 PM BUTROVI CH 205
03/ 05/ 13 (S) Moved SB 59 Qut of Conmittee
03/ 05/ 13 (S) M NUTE( TTP)

03/ 06/ 13 (S) TTP RPT 2DP 1NR

03/ 06/ 13 (S) DP: M CCl CHE, MCGUI RE

03/ 06/ 13 (S) NR. GARDNER

03/ 15/ 13 (S) RES AT 3:30 PM BUTROVI CH 205
03/ 15/ 13 (S) Heard & Hel d

03/ 15/ 13 (S) M NUTE( RES)

03/ 20/ 13 (S) RES AT 3:30 PM BUTROVI CH 205
03/ 20/ 13 (S) -~ MEETI NG CANCELED - -

03/ 22/ 13 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

GENE PELTOLA, SR., nom nee

Big Ganme Conmercial Services Board

Bet hel , Al aska

PCSI TI ON STATEMENT: Commented on his qualifications and desire
to serve on the Big Gane Commerci al Services Board.

JOE BALASH, Deputy Conmi ssioner

Departnment of Natural Resources (DNR)

Juneau, Al aska

PCSI TI ON STATEMENT: Answer ed questions about SB 59.

REBECCA KRUSE, Attorney

Cvil Division

Ol, Gas & Mning Section

Depart ment of Law (DQL)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered | egal questions about SB 59.

VENDY WOOLF, O fice Assistant

Division of Gl and Gas

Depart ment of Natural Resources (DNR)

Juneau, Al aska

PCOSI TI ON STATEMENT: Answered questions about how the process in
SB 59 woul d apply.
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ASHLEY BROWN, Attorney

Cvil Division

Ql, Gas & Mning Section

Depart ment of Law (DQL)

Anchor age, Al aska

PCSI TI ON STATEMENT: Conmented on | egal issues in SB 59.

ACTI ON NARRATI VE

3:35:40 PM

CHAIR CATHY GESSEL <called the Senate Resources Standing
Commttee neeting to order at 3:35 p.m Present at the call to
order were Senators Dyson, Mcciche, French, and Chair G essel.

CONFI RVATI ON HEARI NG
Bi g Gane Commercial Services Board

3:36:36 PM

CHAI R G ESSEL announced the confirmation hearing of M. Peltola
for the Big Gane Commercial Services Board to be the first order
of business. She asked why he wants to serve on the board and
what qualifications he had to offer for the job.

3:37: 08 PM

GENE PELTOLA, SR, nom nee, Big Gane Commercial Services Board,
Bet hel, Al aska, said he has had an interest in hunting, fishing
and trapping all his life. H s knowl edge and experience could be
an asset to the board.

SENATOR FRENCH asked if he had attended any of the Big Gane
Commerci al Services Board neetings.

MR PELTOLA answered no.

SENATOR FRENCH asked how he would resolve conflicts when there
is a fair ampbunt of evidence on both sides of an issue.

MR. PELTOLA said he would look at all the infornmation and |isten
to comments and then make an educated determ nation.

SENATOR FRENCH said sonetines M. Peltola would feel different
t han ot her board menbers and asked himif he would hold firmin
t hose i nst ances.

MR PELTOLA said he would hold to his concl usions.

3:40: 06 PM
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CHAIR G ESSEL asked if he was aware that the board was
consi dering inplenmenting a gui de concession area.

MR. PELTOLA said he felt strongly about preservation of the
resource forenost and didn't really have a concern.

CHAI R G ESSEL thanked himfor calling in today.

MR, PELTOLA disclosed that he was related to Senator Hoffnman and
Representative Herron

3:41:51 PM

CHAIR G ESSEL asked if anyone wanted to testify on M. Peltola
finding no one she closed public testinobny and announced that
his nane would be forwarded to the full body. She said this does
not reflect intent of any of the nenbers to vote for or against
the confirmation of this individual during any further sessions.

3:42: 41 PM
At ease from3:42 to 3:43 p. m

SB 59-0O L & GAS EXPLORATI OV DEVELOPMENT AREAS

3:43: 42 PM
CHAI R G ESSEL announced SB 59 to be up for consideration.

JOE BALASH, Deputy Conmm ssioner, Departnent of Natural Resources
(DNR), Juneau, Alaska, said the departnent was glad the
committee could take its tinme with SB 59 and wait for testinony
and letters of support and opposition, one in particular from
the North Slope Borough. He said they had gone to great |engths
to work with the borough in a cooperative way and had been
meeting regularly with the mayor and her staff as the process
they seek to undertake is one that is going to be beneficial to
the local residents as well as the departnent and the w der
st akehol der network of interests.

SENATOR FRENCH asked if he had reviewed testinmony from March 19,
2013 by Ms. Weissler for SB 59.

MR. BALASH answered that he had.
SENATOR FRENCH asked him to go through her points, because M.
Weissler is an attorney who used to work in the DNR and has an

ext ensi ve background in permtting.

3:46: 12 PM
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MR. BALASH said he would be able to speak generally about the
poi nt s.

SENATOR FRENCH said her first point was that a pending Suprene
Court decision, Comm ssioner Sullivan, DNR, versus Red GO 1l, the
GMch'in Steering Conmttee, could affect the inplenentation of
this bill.

MR. BALASH responded that he didn't nean to be flip, but if DNR
waited for any and all litigation to be resolved before taking
action, they would be waiting a long tine.

SENATOR FRENCH said he agreed with that general philosophy, but
he thought whether this case would overturn or inpinge on sone
aspect of the bill was a fair question.

MR. BALASH said he didn't disagree, but the issues are fairly
narrow with regard to the best interest finding for a |easing
decision, but he was talking about the subsequent stages of
activity: the exploration and devel opnent stages.

He was aware of the issues raised in the Red G| litigation and
his understanding was that they were briefed, argunents were
hel d, and they are just waiting for a decision fromthe court -
but they don't know when to expect that. Sone of the attorneys
from the Departnment of Law who were working on it, Becky Kruse
for one, were on |line and they could conment on that.

3:48:22 PM
CHAI R G ESSEL asked if Ms. Kruse heard the question.

REBECCA KRUSE, Attorney, GCvil Division, Ql, Gs & Mning
Section, Departnment of Law (DOL), Anchorage, Al aska, explained
that the Red O decision deals with the substance of the
decision that occurs at various phases of developnent and this
bill doesn't deal with that; it just deals with how [ arge of an
area is being |looked at a tine. So the outcome of the Red QI
deci sion should not affect this bill.

SENATOR FRENCH asked M. Balash if he agreed with the second
sent ence of point B:

DNR testified that they mnmay decide there are
sufficient site specific public interest concerns
regarding a particular exploration or devel opnent
project to warrant providing for public notice and
comment on a project plan of operations. There is no
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provision in the proposed statute to allow for such
public notice and comrent in areas covered by a
gener al approval and no criteria to define the
ci rcunst ances under whi ch such notice should occur.

MR. BALASH said he was famliar with M. Wissler's previous
witten testinony, but there were sonme new points that he hadn't
seen and so he would asked if Wndy Wolf could comment. He
noted that the process they would undertake to develop the
program i nvolves first a set of regulations governing how these
decisions will be nmade and |anguage on page 1, line 11, in AS
35. 05. 945(b) descri bes t he public notice and coment
opportunities. He said he was at a loss as to how to answer
sonebody who was calling hima Iliar.

3:51:29 PM

SENATOR FRENCH responded that he didn't call M. Balash a Iliar,
but he just wanted to know if he agreed with M. Wissler
assertion that there is no provision in the proposed statute to
allow for such public notice and comment in areas covered by a
general approval .

MR. BALASH went back again to the words that started on line 9:

When authorizing exploration and devel opnment of this
subsection, the departnment will provide public notice
and the opportunity to comment using the nmethods
described in [AS]38.05.945(b) and (c).

SENATOR FRENCH asked if that would fall under the heading of a
"general approval."

MR. BALASH responded that his understanding and expectati on was
t hat each of the specific decisions that get made -
aut hori zati ons nade through this nmechanism - wll have to spel
out where they apply, when they apply, and under what
condi ti ons.

3:53:35 PM

VENDY WOOLF, O fice Assistant, Division of Gl and Gas

Department of Natural Resources (DNR), Juneau, Al aska, expl ai ned
that she thought the comments neant that once they had done an
area-w de approval for a phase, there is nothing in this statute
that would require a site specific approval should they choose
to. This statute is a discretionary tool the departnment wll
use; it also is not a general approval. Wen a site specific
plan cones in the departnent still has to approve the plan, but
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they don't have to do the public notice if the plan that is
submtted neets all the criteria, par anmet er s, mtigation
measures, and everything that is in place that has gone through
a public review process. If a plan were to conme through that
didn't neet those criteria they would need to go out with a
public notice and all of those kinds of procedural activities
would be defined in regulation so that the public and the
operators would be very clear on how the process would be
i npl enent ed.

3:54: 06 PM
SENATOR FRENCH said he wanted to know whether the departnent
agreed with the second paragraph of Ms. Wissler's subsection 4
t hat says:

Wth the elimnation of public comment on plans of
operation as proposed by SB 59, it's possible that no
DNR project permt wll be subject to public review
and comrent .

MR. BALASH answered that the tool they were requesting in SB 59
in many ways is one that will take the specific concerns of a
given community into account in either the exploration stage or
t he devel opment stage, or both. Once that decision has been nmade
on the given stage of developnent, what would remain is - so
long as the site specific plan submtted to the departnent
conplies with the ternms and stipulations contained in the
decision that was publically noticed that did have an
opportunity for public comment - then the departnent would have
the ability to go ahead and approve that site specific plan
wi thout further comment period. That would be a decision by the
departnment that is subject to appeal. But the scenario where
sonet hi ng happens that nobody knows about - there has to be a
deci sion that has been noticed and an opportunity for conment.

He noted that when asked how often the departnent even receives
cormment on some of these decisions and site specific plans, he
responds that by and large they don't get comments at all. In
sone ways they are trying to nmake this decision making process
nore meaningful on the front end of the devel opnent activity
rather than in a situation that gets controversial in the m dst
of devel opnent that requires conditions or changes to a given
project that costs not only tinme but also noney - to rework a
particular project in a way that wll address |ocal concerns
that would be raised in that kind of a setting.

3:57:32 PM
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M5. WOOLF expanded that there is no statutory or regulatory
requirenent for the departnent to do a public notice for an
i ndi vidual plan of operations, but it has just been their
practice. Mre inportant, it has been their practice because in
the past there used to be statutes and regulations in place that
dealt with that sort of thing and so their projects tended to
have nore public notice and revi ew because of other statutes and
regul ations. She said there is a requirenent to do a notice at
t he begi nning of an exploration phase or devel opnent phase.

3:58: 30 PM
SENATOR BI SHOP joi ned the comm ttee.

SENATOR FRENCH asked how many permts receive no comments,
adding that he thought it would help alleviate their concerns
about restricting public comment if they knew that the vast
maj ority never get a single one.

M5. WOOLF answered that she didn't have the nunber but would get
it to him

SENATOR M CClI CHE asked if the appeals and the ability to comment
and the notice were unchanged.

M5. WOOLF deferred to the Departnent of Law

4:00: 15 PM

ASHLEY BROW, Attorney, Gvil Dvision, Ql, Gas & Mning
Section, Departnment of Law (DOL), Anchorage, Al aska, Attorney
Cvil Dvision, Ql, Gas & Mning Section, Departnent of Law
(DAOL), Anchorage, Al aska, stated that currently there is no
statutory or regulatory requirenent to notice an individual plan
of operations and this bill does not change that.

SENATOR M CCICHE pointed out a statenment at the beginning of
section 4 in the letter that denonstrated "a little enotion.™ It
says the way things are going Alaska is going to be forced to
rely on federal and permtting processes to have their say on
oil and gas activities that inpact their comunities. And SB 59
doesn't change how Al askans have their say.

4:02: 23 PM
MR. BALASH highlighted that in exercising the discretion
outlined in the bill and |ooking at these geographic areas for

deci sion making, sonme common sense has to be applied to the
scope of a given area that gets set and the conmunities
involved. In reality this tool would be applied when considering
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onshore exploration in the winter time on the North Slope,
Nui ksut being the community nost inpacted. Specific care and

thought will need to be given to the community needs and
activities that are wundertaken there. Shifting gears to
exploration in the Cook Inlet area wll have to take into

account a whole different set of things and that's going to be
true onshore and offshore, southern Kenai Peninsula, northern
Kenai Peninsula, west side Cook Inlet, east side Cook Inlet;
those are all things that they rely on the professionals in the
division to take into account and consider in naking good
deci si ons.

SENATOR M CCICHE said he didn't renenber why there is a fiscal
note, since they are delivering efficiency. Was it for the
initial efforts that are required to revise the progranf

4:04: 47 PM

MR. BALASH said yes; there is one-time funding for a position
and contractual services to outline the regulations that wll
govern this process.

SENATOR M CCICHE said ultimately the goal is to streamine the
process and save noney for the departnment and the applicants.

MR. BALASH said they absolutely believe that. If a resource play
presents itself and proves to be viable economcally in Al aska -
the shale resource - that wll require an intensity of
devel opnent that has not been seen before in Alaska and it wll
be done on a l|lease by |ease basis. Shale resources don't |end
t henselves to unitization. So, this kind of tool wll be very
hel pful if that kind of an opportunity is in fact econom c and
part of our future.

CHAI R G ESSEL found no further questions.

4:06: 32 PM
SENATOR DYSON noved to report SB 59 from committee with attached
fiscal notes and individual recommendati ons.

CHAIR G ESSEL announced that, w thout objection, SB 59 noved
fromthe Senate Resources Standing Comrttee.

Finding no further business to cone before the conmttee Chair

G essel adjourned the Senate Resources Standing Conmittee
nmeeting at 4:06 p. m

SENATE RES COW TTEE - 9- March 22, 2013



