ALASKA STATE LEG SLATURE

SENATE RESOURCES STANDI NG COW TTEE

January 24, 2014
3:32 p.m

VEMBERS PRESENT

Senat or Chair

Senat or

Cat hy G essel,
Peter M cciche
VEVMBERS ABSENT

Lesil MQiire
Anna Faircl ough
Click Bishop

Hollis French
Fred Dyson, Vice Chair

Senat or
Senat or
Senat or
Senat or
Senat or

COW TTEE CALENDAR

OVERVI EW DEPARTMENT OF NATURAL RESOURCES
- HEARD

PREVI QUS COMM TTEE ACTI ON

No previous action to record

W TNESS REG STER

JOSEPH BALASH, Conmi ssi oner

Depart ment of Natural Resources

Anchor age, Al aska

POSI TI ON STATEMENT:
Nat ur al Resour ces.

Presented an overvi ew of

FRANI HAVEMEI STER, Director

Di vision of Agriculture

Department of Natural Resources (DNR)
PCSI TI ON  STATEMENT: Participated in
Depart ment of Natural Resources.

t he

CHRI S MAI SCH, Director

Di vision of Forestry (DOF)

Department of Natural Resources (DNR)
POSI TI ON  STATEMENT: Participated in
Depart ment of Natural Resources.

t he

SENATE RES COW TTEE

t he Departnment of

overvi ew of t he

overvi ew of t he

January 24, 2014



STEVE MASTERMAN, Acting Director

Di vi si on of Geol ogi cal & Geophysical Surveys (DGGS)
Depart ment of Natural Resources (DNR)

POSI TI ON  STATEMENT: Participated in the overview
Departnent of Natural Resources.

MARCI E MENEFEE, Executive Director

Mental Health Trust Land O fice (IVHTLO

Department of Natural Resources (DNR)

POSI TI ON  STATEMENT: Participated in the overview
Depart ment of Natural Resources.

BRENT GOODRUM Direct or

Di vision of Mning, Land & Water

Departnment of Natural Resources (DNR)

POSI TI ON  STATEMENT: Participated in the overview
Depart ment of Natural Resources.

Bl LL BARRON, Director

Division of Ol & Gas (DOQ

Departnment of Natural Resources (DNR)

PCSI TI ON  STATEMENT: Participated in the overview
Depart ment of Natural Resources.

BEN ELLIS, Director

Di vision of Parks & Qutdoor Recreation

Department of Natural Resources (DNR)

PCSI TI ON  STATEMENT: Participated in the overview
Depart ment of Natural Resources.

TOM CRAFFORD, Director

O fice of Project Managenent & Permtting (OPMP)
Department of Natural Resources (DNR)

PCSI TI ON  STATEMENT: Participated 1in the overview
Depart ment of Natural Resources.

ALLI SON | VERSEN, Acting State Pipeline Coordinator

State Pipeline Coordinator's Ofice (SPCO

Depart ment of Natural Resources (DNR)

PCSI TI ON  STATEMENT: Participated in the overview
Departnent of Natural Resources.

JEANMARI E DAVI S, Director
Support Services Division
Department of Natural Resources (DNR)

of

of

of

of

of

of

of

t he

t he

t he

t he

t he

t he

t he

SENATE RES COW TTEE - 2- January 24, 2014



POSI TI ON  STATEMENT: Participated in the overview of the
Depart ment of Natural Resources.

ACTI ON NARRATI VE

3:32:42 PM

CHAIR CATHY GESSEL <called the Senate Resources Standing
Commttee neeting to order at 3:32 p.m Present at the call to
order were Senators Mcciche and Chair G essel. Senators Dyson,
Faircl ough, Bishop, MGQ@iire, and French were excused. She
referenced Ch. 54 Sec. 613.1 of Mason's Manual of Legislative
Procedure to «clarify that the quorum requirenents for a
commttee do not extend to testinony taken in hearings of a
public nature.

Overvi ew. Departnent of Natural Resources

3:33: 53 PM
CHAI R G ESSEL announced the busi ness before the coommttee woul d
be an overview of the Departnent of Natural Resources.

3:34: 03 PM

JOSEPH BALASH, Comm ssioner, Departnent of Natural Resources,
stated that the presentation would be an overview of what the
department acconplished during 2013. He explained that DNR is
the primary |land manager of 100 plus mllion acres of uplands
and 45-60 mllion acres of tidelands that it received under the
Statehood Act. A variety of divisions within DNR carry out
different functions to nmanage different |ands according to their
resource potential.

COWM SSI ONER BALASH revi ewed the departnment organizational chart
and explained that he asked each division director to speak to
their own acconplishnments in 2013. He reported that a ot of his
time was spent working on the "Heads of Agreenment” that would be
di scussed starting next week.

COWM SSI ONER BALASH relayed that Acting Director of the Gas
Pipeline Project Ofice (GPPO, Eric Hatleberg, was unable to
attend the neeting because he was returning from Texas after
conpleting one of the nonthly nonitoring neetings for the AGA
| icensee. These neetings are to ensure that Al aska is receiving
the benefits of the obligations undertaken by TransCanada Al aska
under the ternms of their AG A |license.

Some of the key acconplishments of this office include hosting
the Al aska LNG 17 outreach effort describing the advantages of
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Al aska gas comercialization opportunities. M. Hatleberg and
his team were also able to contribute technical expertise
t hrough oversight and review of the Black and Veatch Royalty
Study. In addition, the team net wth nunerous LNG buyers
t hroughout the year to maintain comunication and readi ness for
future commercial partnerships. The Gas Pipeline Project Ofice
al so signed a formal, but nonbinding, nonexclusive, Menorandum
of Understanding (MOU) with Resources Energy, Inc. (REl), which
represents a consortium of commercial interests in Japan that
are interested in purchasing LNG The original MU wth REl
targeted North Slope gas in 2019, but they have since refocused
their effort for a smaller volume with a supply center in Cook
I nlet.

3:41: 00 PM

FRANI HAVEMEI STER, Director, D vision of Agriculture, Departnent
of Natural Resources (DNR), stated that the division fulfills
its mssion to pronote and encourage the agriculture industry
through a variety of conponents. She explained that during the
summers of 2012 and 2013, the Inspection Section conducted pest
surveys on di seases and pests of concern to agriculture, natural
resources and international trade. The presence or absence of a
pest determnes treatnent that may or may not be necessary to
exporting a product such as tinber. Inspections were conducted
at the U S. Canada border in cooperation with Custons Border
Patrol in an effort to evaluate pest pathways and novenent of
products of concern. In FY13, the Inspection Section perforned
tinmber and agricultural export certification on over $143
mllion of tinmber bound for Korea, China, and Japanese narkets.

The Land Section staff continues to identify state land wth
suitable agriculture soils. The agriculture |and designations
increased by 35,000 acres in the Yukon Tanana Area Plan, and
di scussions have continued wth farners and stakehol ders
regardi ng the Agricultural Land Program

The Plant Materials Center is a 407 acre farmthat produces seed
for grain and native grass growers and certified seed potatoes.
Variety trials were conducted for onions, asparagus, apple
rootstock and potatoes. The Center is currently working wth
ADF&F and DEC on efforts to control the spread of El odea.

The Marketing Section increased Al aska G own Farm menbership by
13 percent and has a robust Facebook presence. The Restaurant
Reward Program had 21 participating restaurants in 2013, which
increased the use of Alaska grown by 44 percent over the
previ ous year. The nunber of markets able to accept Suppl enental
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Nutrition Assistance Program (SNAP) doubled in 2013, bringing an
addi tional $30,000 to Al aska markets throughout the state.

The Farm to School program was selected to receive the Al aska
Community Service Award for health for making a significant
contribution to inproving the health of Alaskans. The program
has provided on-farm food safety workshops to 50 producers, and
three quarters indicated they would change their farmng
practices as a result of what they learned at the workshop.

School Food Service directors indicated that, as a result of the
Farm to School Program |ocal foods were served nore often in
school s throughout the state. Forty-seven of Al aska's 54 schoo

districts are actively engaged in this program and the state is
recogni zed as a national |eader in the use of this nodel

The Al aska Food Resources Wrking Goup was formed through
Adm nistrative Order 265 and HCR 1. The objective of this order

is to inprove the health of state residents, increase food
security, strengthen |ocal economes, and encourage conmunity
devel opment. This group will provide reconmendations for policy
changes that will increase the use of locally grown food, which

will provide additional markets for Al aska producers.

3:45:53 PM

CHRIS MAISCH, Director, Division of Forestry (DOF), Departnent
of Natural Resources (DNR), reviewed the core nission of the
division, which is to serve Alaskans through forest managenent
and wild land fire protection. He directed attention to a
picture of Alaska wood pellets that are produced in North Pole
for both residential and commercial heating purposes. The wood
conmes fromthe Tanana Vall ey State Forest.

As a result of the Governor’'s Alaska Tinber Job Task Force
recommendati ons, DOF established a “Roads O fice” and hired two
| ogging engineers to help with infrastructure devel opnent and
access projects on state forest lands; is pronoting the proposed
Susitna State Forest; and is using a $2 mllion CIP to devel op
infrastructure to access state forest parcels on Gavina Island
and Edna Bay in Sout heast.

In Tok, DOF offered a 25-year, long-term tinber sale to help
support a heat and power project for Al aska Power and Tel ephone.
The sale is for 35,000 tons of green biomass annually, and it is
currently available as an over-the-counter sale. Additionally,
DOF sold 16,422,000 board feet of Jlunber to 37 businesses
t hroughout the state; provided direct and indirect support to
105 woody biomass projects; and continues to work with the U S
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Forest Service to inplenent the 2008 Tongass Land Managenent
Plan (TLMP) to supports the remaining tinber industry in
Sout heast .

3:49: 22 PM
MR. MAISCH reviewed the key acconplishnents of the WIld Land
Fire Program
« Safely and successfully responded to the fourth |[|argest
fire season in the past 10 years and second largest in the
past 5 years. Six hundred thirteen fires burned 1.3 mllion
acres.
e Continued build out of the Integrated Fire Managenent
software tool to inprove initial attack and overall fire

managenent .

* In the area of aviation, DOF procured one Aero Turbo
Commander and will purchase a second aircraft this nonth.
These will provide a safer air attack platform and better

trai ni ng opportunities.

« At the WIldland Fire Crewboss Acadeny, 20 students from 17
rural communities received advanced training. He noted that
the two crew bosses pictured are each in charge of a 19
person energency firefighter type Il crew

« DOF partnered with UAF Wldland Fire Program to deliver the
Advanced Firefighter training for the 2014 Acadeny.
Students wll receive wuniversity credit. The division
offered 14 internships for past graduates of the basic and
advanced wil dl and fire academ es.

e The division conpeted successfully for over $1 mllion in
conpetitive funds for hazard fuel mtigation projects. Four
projects were awarded in Mat-Su, Fairbanks, Kenai, and Tok
to help reduce high-risk fuels around comunities.

* Finally, the division devel oped a project and concept paper
for the Northern wildland fire center in Interior. This was
done in collaboration with the Cold Cimte Research Center
to replace outdated, high-nmaintenance facilities.

3:53:48 PM

STEVE MASTERMAN, Acting Director, Dvision of GCeological &
Ceophysi cal Surveys (DGGS), Departnment of Natural Resources
(DNR), stated that the DGGS mssion is to determne the
potential of Alaska land for production of nmetals, mnerals,
fuels, and geothermal resources, the l|ocations and supplies of
groundwater and construction material, and the potential
geologic hazards to buildings, roads, bridges, and other
installations. He briefly reviewed the acconplishnments of the
si x sections wthin DGGS.
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The M neral Section was heavily involved in the strategic and
critical Mnerals Project in 2013. They nmnmapped, sanpled and
assessed about 2,600 square miles between Paxson and Tal keet na
| ooking at the potential for platinumgroup elenments. As part of
this project, the group analyzed over 10,000 sanples. The
Ai rborne Ceophysi cal program acquired or published 4,578 square
mles of airborne geophysical data in four surveys statew de.
DGGS al so assessed and mapped 212 square mles in the Styz River
regi on, which has several advanced-stage exploration copper and
gol d occurrences.

The Energy Section mapped 250 square mles in the west Cook
Inlet basin focused on the Mesozoic petroleum system 1In the
process they discovered two new oil-stained sandstones. On the
North Sl ope, the Energy Section collaborated with the University
of Al aska, Fairbanks (UAF) and the U.S. Geol ogi cal Survey (USGS)
on the shale oil potential. Finally, the Energy Section
conpleted a conpilation of geothermal data for Alaska, and it is
ready to be published both digitally and in hard copy.

3:57:12 PM
SENATOR M CCI CHE asked him to define the purpose of airborne
geophysi cal data and how it is catal oged.

VR. MASTERMAN explained that various types of ai rbor ne
information are collected, but nagnetic data is typically
collected to look at the magnetite content and to map the
various rock formations sone of which may be subsurface.
Information is also collected about the electrical conductivity
of the rocks in order to map the geol ogy. One aspect of airborne
geophysics is that mneral deposits comonly have characteristic
signatures in both nagnetic and resistivity information. The
geol ogy and airborne geophysical data can be used directly as a
prospecting tool. He noted that there is generally a notable
spike in industry activity when DGGS releases the airborne
geophysi cal dat a.

3:58:40 PM

He expl ained that the Geol ogical Materials Center is the state's
repository for its collection of geol ogical sanples fromoil and
gas wells and mneral properties. The Center is being relocated
to an inproved facility in downtown Anchorage that wll allow
industry to review and study the sanples that are housed there
The grand opening is planned for Septenber 2014.
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The Engi neering Geology Section initiated a hydrogeol ogy program
to look at groundwater availability and use, particularly wth
regard to resource developnent. The initial focus wll be oil
and gas occurrences on the North Slope and how the groundwater
interacts. They also conpleted engineering and geol ogy mapping
for DOTPF at the Yukon R ver Bridge; field investigations along
the various pipeline corridors from Livengood to Prudhoe Bay;
and work on the Susitna-Watana Dam Another relevant activity is
the tsunam inundation mapping, which is of particular interest
to Southcentral and the coastal comunities. These reports are
al so available online. Finally, the Engineering Geol ogy Section
wor ked on coastal hazard assessnents, primarily for storm surges
and erosion issues in coastal conmunities in Southwest Al aska.

The Vol canology Section is part of the Al aska Volcano
bservatory, which is a collaboration between USGS, UAF, and
DGGS. This group nmonitors the volcanic activity in the state and
reports it to interested parti es.

The Ceol ogi cal Communi cation Section |aunched four datasets in a
new interactive online map series. They published 52 new
geologic maps and reports, distributed 2,579 publications, and
recorded over 6 mllion web page views. DGGS al so has Facebook
and Twitter accounts and a presence on Linked In.

4:02: 59 PM

MARCI E MENEFEE, Executive Director, Mental Health Trust Land
Ofice (MATLO, Departnent of Natural Resources (DNR), reviewed
the mssion of the MHILO, which is to protect and enhance the
val ue of Alaska's nental health trust |ands, including mnerals,
coal, oil and gas, tinber, and real estate, while maxim zing
revenues from those lands over time to support nental health
services. She explained that the Trust Land Ofice has 16
pr of essi onal staff who have different expertise for the
different assets. The office has been active for the last 19
years and has generated over $150 million in revenue. The Board
of Trustees provides input and is interested in the Trust Land
Ofice increasing the annual revenue goals. As a result, the
Trust Land Ofice has spent time over the past tw years
pl anning how to better maxim ze the current programs within the
Trust Land Ofice to look at a five year and ten year increase
in revenue for the beneficiaries of the Trust. She reviewed sone
of the key acconplishnments in 2013.

The Trust Land O fice conducted two small ti nmber sal es

generating about $1 million in revenue in Southeast. Significant
progress was also nmade in a federal exchange of Trust land for
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Tongass National Forest land to preserve the Trust's tinber
portfolio. The other initiative is to collaborate with the
University of Alaska and State Forestry on ways to get the
ti mber resources owned by state agencies in Southeast to market.

One of the hall marks of revenue for the Trust has been the |and
sal e prograns, whether conpetitive or negotiated. Less than two
percent of the mllion acres that the state received for the
Mental Health Grant have been sold, and those |ands generated
about $4 mllion in revenue. The land section within the Trust
Land Ofice is subdividing larger parcels and building roads
into the subdivisions for additional revenue.

Coal and hard rock mning exploration and devel opnent
contributed over $5 mllion in revenue, primarily from Fort
Knox, Chuitna, Chickaloon and Livengood. Marketing the Trust
m neral |ands has becone nore inportant in the last several
years, and 350,000 acres are currently leased for either
exploration or production of mnerals. The goal is to increase
that to 450,000 acres, which would be about half the Trust
acr eage.

Ol & Gas is a newer effort that is producing sone revenue for
the Trust. The snmall gas sale in Cook Inlet along with sone
ot her producing assets netted over $3 nillion in revenue | ast
year.

The real estate programis in its second year and it brought in

just over $0.8 mllion. Acquisitions include a warehouse and
several comercial buildings in Anchorage. The expectation is
that the programw |l continue to generate revenue.

4:11: 03 PM

SENATOR M CClI CHE asked if Trust tinmber is a growh industry that
could possibly get Alaska back in the tinber industry in years
to cone.

M5. MENEFEE said it's a possibility and the Trust Land Ofice

would like to be part of that goal. If the exchange with the
USFS is successful, it wll hopefully result in a sustainable
annual cut, but that assunes that the industry is still alive.
4:12: 45 PM

BRENT GOODRUM Director, Division of Mning, Land & Water,
Department of Natural Resources (DNR), stated that for the |ast
two years the division has been working in earnest to elimnate
the permtting backlog. In 2013 they reduced the backlog by 53.5

SENATE RES COW TTEE - 9- January 24, 2014



percent while issuing 794 authorizations for permt and 724
aut hori zations for applications for permts to mne in Al aska. A
critical conmponent of nodernizing the permtting project is
through the Unified Permt project. Last year the division
introduced an electronic case file for permts and this year it
wll do the sane for water rights.

Statewi de projects the division has worked on include the Port
McKenzie Rail Extension, Roads to Resources projects, North
Slope Ol and Gas exploration and devel opnment projects, AIDEA s
LNG Trucki ng decision, and the Cty and Borough of Juneau cruise
shi p dock deci sion

Last year the division was successful in anmending the 2005
Bristol Bay Area Plan with significant public participation and
i nput . The anended plan increased the wldlife habitat
classifications by over 2.6 mllion acres and increased
classifications of 1.3 mllion acres of public recreation areas
within those plans. The division also worked closely with the
BLM to cone to a cooperative agreenment to help resolve |ong
standing Native Allotnent applications. A voluntary program
all ows those applicants to consider selecting substitute parcels
on state-selected |ands. Finally, the division wundertook
stewardship efforts in cooperation with DEC to renove subnerged
vessels in the Honer area that put mariculture farns at risk

4:17:14 PM

BILL BARRON, Director, Division of Gl & Gas (DOG, Departnment
of Natural Resources (DNR), stated that he would highlight just
a few interesting acconplishnments and projects that have been
started. The first is the nore efficient processing of |ease
sales. The Leasing Section issued 90 |eases on the North Sl ope
in the last l|lease sale and was able to process all of those
wi thin seven weeks of the sale; whereas the historical tineframe
has been upwards of 10-12 nont hs.

Al ong the sanme |ines, DOG has used the authority the |egislature
granted |ast year to extend |eases that are in their primry
term but about to expire. Six applications were submtted after
that |egislation passed and the division has issued five 2-year
| ease extensions that incorporate bonding and firm work
comm t ments.

MR. BARRON highlighted the recent effort that the Resource
Eval uation Section has nmade in conmbination with the Departnent
of Energy and the USGS relative to nmethane hydrates on the North
Sl ope. The team analyzed seismc and well data and identified
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significant prospects for nethane hydrates on state acreage.
That block was pulled from the |ease sale and dedicated for
research and devel opnment in association with DOE under an MU
that former conm ssioner Sullivan signed at LNG 17. This is the
| argest area for nmethane hydrate research in the country so it's
a trenmendous opportunity.

Acconpl i shnments in the Commercial Section include participation
in the DNR study to understand LNG markets and the efforts to
develop a nmethod to mtigate the State's exposure to risk of a
| essee's failure to dismantle, renove, and restore an offshore
platformin Cook Inlet. He said the latter is a highly acadenic
and well-witten white paper that he would encourage nenbers to
r ead.

The Petrol eum Systens Integrity Ofice (PSIO recently provided
Al yeska Pipeline Services with very clear technical guidance
when they had a problem with corrosion coupons that failed and
ended up in the line. Finally, the key acconplishnment of the
Royalty Section is that it managed $2.5 trillion in royalties.

4:21: 32 PM
SENATOR M CClI CHE asked M. Barron for help locating the white
paper that the Commercial Section published.

MR. BARRON agr eed.

4.:21:50 PM

BEN ELLIS, Director, D vision of Parks & Qutdoor Recreation,
Department of Natural Resources (DNR), stated that he recently
sent a letter to each legislator highlighting what is happening
in the park units that they represent. He noted that statew de
views were also available. He said he |ooks forward to returning
to Juneau in February to neet with each legislator or staff to
hear about constituent perceptions and thoughts on state parks
because that input helps guide the division on nanagenent and
other issues facing state parks. The division has a Facebook
page for Al aska State Parks and encourages new nenbers.

The Division of Parks & Qutdoor Recreation focuses on six areas,
the largest of which is Park & Qutdoor Recreation Managenent.
The division oversees 3.5 mllion acres which makes it the
| argest state park systemin the nation. Wod-Ti kchik State Park
is the largest park with 1.6 mllion acres and Chugach is third
with 0.5 mllion acres. State Parks has 82 permanent enpl oyees,
23 non-permanent enpl oyees and 800 volunteers. He described the
infrastructure that includes 124 park units and 72 canpgrounds.
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MR. ELLIS explained that the Al aska Trails Ofice (ATO oversees
the federal grant funded Recreational Trails Program About half
of the annual $1.6 mllion is dedicated to comunities and | ocal
trail prograns on a conpetitive basis. The other half of the
grant funds support the over 900 mles of devel oped Al aska State
Park trails. ATO also oversees the Snow Track Program that
receives up to $250,000 each year from snow machi ne registration
fees. The funds are primarily used to groomtrails and then to
conduct safety and educational prograns. He said the denmand far
outstrips the available funding, but the program does a good job
of putting nmoney on the ground in the areas that are heavily
used by snow nachine users. The First Day H ke is another
program that ATO has been involved in for several years. Al 50
state parks participate and have the common goal of getting
peopl e outdoors. He noted that the program at Hatcher Pass has
been very successful and has grown every year.

The Ofice of Hstory & Archaeology oversees a $2.5 nmillion
budget that is primarily federal funds. The staff reviews about
2,600 projects a year wth the goal of protecting the
hi storical, archaeological, and cultural aspects of the state's
resources. They work wth both the Corps of Engineers and
conmuni ti es.

The Design & Construction Section is an enterprise staff of
engi neers, |andscape architects, and interpreters. Only 2 of the
15 positions are paid with general funds, and the rest are paid
from project funds for deferred rmaintenance or capital
i nprovenents. The division also generates revenue by contracting
wth state and federal agencies to do design and construction
wor K.

The Ofice of Boating Safety has held nearly 3,000 classes in
school roonms since it began and has reached over 100,000
students. One of its very successful prograns is the federally
funded "Kids Don't Float" program W rking in conjunction wth
communities, this program has provided nearly 50,000 |ifejackets
and has docunentation that 24 Al askan children survived cold
wat er i nmmersion because they were wearing a |ifejacket courtesy
of this program

MR. ELLIS highlighted that the South Denali Visitor Center
Complex is the first devel oped canpground in Alaska State Parks
in 30 years. In 2009, the legislature started to provide funding
for this $47 nmillion project. To date, about $20 nillion in
state funds, $1 mllion in corporate donations, and $1 million
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in federal grants have accumul ated and been put to work. This
| ast summer State Parks broke ground for the visitor center and
put in 23 mles of gravel road to the canpground site that's
been cleared and brushed. The goal next year is to put in 35 RV
canpsites and 15 walk-in canpsites. He pointed out that this
project has inproved econom c devel opnent along 23 mles of the
Par ks H ghway. He encouraged nenbers to visit the conplex once
it opens.

4:33:23 PM

TOM CRAFFORD, Director, Ofice of Pr oj ect Managenent &
Permtting (OPMP), Department of  Natural Resources (DNR),
explained that OPMP's role is to coordinate the permtting
process for |arge devel opnent projects in the state. The office
has no regulatory authority but it works to coordinate the
participation of the different state regulatory agencies and
tries to inprove permtting efficiencies. OPMP is also involved
with coordination of state agency review and conment on a
variety of federal policy initiatives and prograns.

He explained that much of OPMP's funding is from statutorily
desi gnated program receipts. Private sector projects are funded
through MOUs that OPMP enters into with project applicants. |If
the applicant is a state agency, funding is through a
rei nbursabl e servi ces agreenent.

MR. CRAFFORD reviewed the Kkey acconplishnents from 2013,
starting with the MOU agreenents that OPMP signed for oil and
gas and m ni ng.

Ol and Gas:
* Buccaneer for projects in Cook Inlet.
 Buccaneer Cosno for the offshore gas field near Deep Creek.
* LINC for their Umat property in the southeast corner of

NPR- A.
* NORDAQ experinental stage project in the NPR A
 ConocoPhillips developnment permtting for their Geater

Moose's Tooth property in the NPR-A

M ni ng:
 Gaphite One for the Gaphite Creek Project on the Seward
Peni nsul a nort heast of Teller.

 Free Gold's CGolden Sunmit Project near Ceary Sunmt and
the Fort Knox M ne.

OPVMP al so coor di nat ed:
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A conplex, nulti-year special wuse permt for Apache's

seismc exploration in the Kenai National WIdlife Refuge.

e State agency participation and review of the US Fish &
WIildlife Services' | zenbek Land Exchange Environnent al
| npact Statenent for road construction to connect the
community of King Cove to the all-weather airport in Cold
Bay, although this was ultimtely deni ed.

» State agency review of the final draft of the Environnental

Protection Agency's Bristol Bay Assessnent regarding mning

and potential inpacts on fish in the Bristol Bay watershed.

EPA issued the Final version on January 14, 2014.

* Red Dog mne's first third-party environnental audit since
it started in 1989, which wll feed into new permt
conditions. State waste managenent permts for tailings,
waste rock, and reclamation plan approval now require these
audits every five years.

» State agency approval of the underground expansion of the
Pogo mne to the East Deep deposit. OPMP al so coordinated
the final approvals for expanded dry stack tailings
st or age.

e State agency participation in the U'S. Forest Service |ed
EIS for the expansion of the Geens Creek Mne dry stack
tailings facility.

« Continued review of the application docunents and
initiation of the NEPA permtting process for the Donlin
gol d project near Crooked Creek on the Kuskokwi m River.

4:42:22 PM

ALLI SON |VERSEN, Acting State Pipeline Coordinator, State
Pipeline Coordinator's Ofice (SPCO, Departnment of Natural
Resources (DNR) stated that the mssion of this office is to
issue leases of state land for pipeline rights-of-ways and
i mpl enent state policy in AS 38.35.010 concerning the
devel opnent, use, and control of a pipeline transportation
systemwi thin the state.

She described the foll owi ng key acconplishnments:

e SPCO worked closely with BP Transportation (Al aska) Inc. to
transfer the Badam pipeline rights-of-way |eases to Nutaaq
Pipeline, LLC. This is a conglonerate of Savant Al aska and
ASRC Expl orati on.

e SPCO released its 2013 Annual Report, which is nore user
friendly. It lays out the key functions of DNR and other
state agencies that are co-located within SPCO It also
sumari zes the |essee's annual reports and details SPCO s
conpliance efforts.

SENATE RES COW TTEE -14- January 24, 2014



e SPCO worked with ConocoPhillips to facilitate the change-
of -service for the diktok pipeline from natural gas
liquids to natural gas. This should be finalized by md-
2014.

e SPCO has been working on an anended application from Trans-
Forel and Pipeline Conmpany. This initially was sponsored by
Cook Inlet Energy and is currently sponsored by Tesoro. It
is a 28 mle pipeline under Cook Inlet. A prelimnary
decision is anticipated very soon.

e SPCO has been working closely on several projects for a
North Slope LNG facility with trucking to Fairbanks. The
office conpleted the process and issued a rights-of-way
| ease for Spectrum LNG and conpleted the comm ssioner's
anal ysis and proposed decision for the Polar LNG project.
An additional application for the AIDEA project s
anti ci pat ed.

e Last year SPCO adjudicated and finalized five anmendnments to
the TAPS right-of-way |lease to add mnor anounts of |[|and
for critical upgr ades, regul ar mai nt enance, and
i nprovenents to the system

e SPCO continues to work with Alyeska on the inplenentation
of their corrective action following the coupon failure.
This incident was a good exanple of wutilizing state and
federal expertise and coordinating to speak with one voi ce.

* Last year SPCO continued to work closely wth the Al aska
Stand Alone Pipeline (ASAP) sponsored by AGDC, and the
Al aska LNG Pi peline coordinating efforts for the permtting
activities during the field season. A very large field
season is anticipated for both projects this com ng sumer.
The office is coordinating and issuing DNR permts and al so
coordinating efforts with DO, ADF&G and the DNR O fice of
Hi story and Archaeology. Although there may not be many
permts issued, they cover very large activities. For
exanple, one permt for the ASAP covered nore than 200
bor ehol es.

* Finally, SPCO spent considerable field time overseeing the
initial construction of the Point Thomson Export Pipeline.
Last winter about 2,200 vertical and horizontal support
menbers were installed. In the next several nonths the
construction of the pipeline will be finalized.

4:47.29 PM

JEANMARI E DAVIS, Director, Support Services Division, Departnent
of Natural Resources (DNR) explained that SSD provides the
adm nistrative support necessary to keep all the foregoing
activities going forward. The departnment itself has about 1,000
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enployees in 32 locations statewide, which sonetinmes nakes
coordination challenging. The Information Technology Section
provides |IT infrastructure required for nmanaging state |and
records. The Financial Services Section pays the bills and
records the revenue for the state. This ambunted to about $2.6
billion |ast year. The Budget Section hel ps devel op and support
the budget and helps wth legislative presentations on the
budget. The Procurenent Section does everything from supporting
smal|l  equi pnent purchases to conplex contracts. SSD also
provides limted human resources support. SSD also admnisters
the state recording offices statew de.

She described the follow ng key acconplishnents:

e SSD inplenmented eRecording in 31 of the 34 recording
districts. This allows custoners to file their business
docunentation electronically. Last week the last three
recording districts inplemented eRecording making Al aska
the fourth state to inplement statew de eRecording.

e The IT Section supported, especially in the Division of
Mning Land & Water, the efforts wth the permtting
initiative, working wth automation, installing the
busi ness process, nanagenent servers and software, and
provi di ng program ng support and contract nmanagenent.

* Finance and procurenent staff are spending significant tine
in collaboration with the Departnent of Adm nistration on
the Integrated Resource Information System (IRI'S) project.
This is a statew de adm nistrative systens replacenent for
accounti ng, financi al, procur enment payr ol | and human
resource nmanagemnent .

4:52: 07 PM
SENATOR M CCICHE asked if the Support Services Division wll
handl e t he upcom ng hunting permt draw ngs.

M5 DAVI S answer ed no.

CHAIR G ESSEL thanked Comnm ssioner Bal ash  for a good
present ati on.

COWM SSI ONER BALASH committed hinself and DNR s world-class
managers to do what it takes to help the conmttee get its
business done on tinme this year. He stated that it was a
pl easure to work with the fine nen and wonen in the departnent.

4:53:28 PM
CHAI R G ESSEL asked how he would manage the cut in DNR s budget
that's in the Governor's proposed budget.
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COWM SSI ONER BALASH explained that the Gas Pipeline Project
Ofice is a line item that was built into the DNR s base, and
with the elimnation of that office they're able to realize a
net negative for the agency. The departnment was able to maintain
funding for all the other divisions and in sone cases address
some much needed requirenents for per sonnel costs and
increments, especially in the D vision of Parks.

CHAI R G ESSEL t hanked the presenters.
4:54:52 PM
There being no further business to cone before the committee,

Chair G essel adjourned the Senate Resources Standing Conmmttee
neeting at 4:54 p.m
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