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GOVERNOR APPOINTS ENGINEER TO
ALASKA OIL & GAS CONSERVATION
COMMISSION

Governor Tony Knowles today appointed David Norton of Anchorage as die third member of the Alaska Oil &
Gas Conservation Commission. "David Norton brings 20 years of Alaska engineering experience to this
commission and | welcome his expertise and cndiusiasm,” Knowles said.

The commission regulates everything from development and production of oil and gas drilling to recovery of
hydrocarbon resources. The governor selects the commissioners who serve for six years.

"The North Slope has produced more than 10 billion barrels of oil and additional barrels are becoming more
difficult to extract,” Norton said. "With gas sales on the horizon, the commission's work will become more
complex. I'm excited and honored to be selected to serve and | look forward to the challenge of guiding die
efficient use of the state’s oil and gas."

Norton is cuircndy Haskell Corporation's project manager for a $20 million fueling facility for a group of
airlines at the Anchorage International Airport. Norton has previously worked for Alycska Pipeline Service
Company as manager of engineering and a project manager. During his 15 years of work with Alycska.
Norton supervised pipeline integrity monitoring and managed expansion of the Valdez Terminal ballast water
treatment plant. Norton served as Anchorage's municipal engineer in the mid 1980s.

Norton has a degree in civil engineering from Rice University, is a registered professional enpneer in Alaska,
a member of the American Society of Civil Engineers and the National Association of Corrosion Engineers.
Norton has served on the state's Water Resources Board for the last four years.

Norton replaces Russell Douglass whose term expired at the end of 1994. Norton begins work November 20,
1995 and will cam approximately $78,000 annually.

Return to the October listing of Press Releases.

Posted by: R. Wclton, 10/17/95, Alaska State Library
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STATE OF ALASKA
ALASKA OIL AND GAS CONSERVATION COMMISSION

Commission#!**: David W. Johnston, J. David Norton, P.E., Tuckerm.in Babcock

HMory

The Alaska Oil and Gas Consarvation Act (1955) created the Alaska Cd and Gas Conservation
Commission. The Commission was composed of the Governor of the Territory of Alaska, the Territorial
Commissioner of Minas, and the Territorial Highway Englnoer. RJes and regulations governing
Commission activities became effective on October 1.195*.

Under the State Organization Ad of 1959. the Oil and Gas Conservation Commission was abolished, Its
function and authority transferred to the Depsrtmont of Natural Resources, Division of Mines and
Minerals. A group within the depsrtmont was designated to hold hearings and issue decisions on oil and
gas mauera. This group was the AJasks O»l and Gas Conservation Committee which consisted of the
Director of the Division of Minos and Minerals (Chairman), the Slate Patroleum Gedogiaf. the Slate
Pol/oleum Engineer, and the Deputy Commissioner of the Department of Natural Resource*.

In 1968 tho Division of Oil and Gas was created within the Department of Natural Resources. The new
division srose from the Petroleum Branch of the Division of Mines and Minerals The Alaska Oil and
Gas Conservation Commlttoe was placed withm the new division, and consisted of the Director, Chisf
Petroleum Ooologisl and Chief Pot/oleum Engineer. In 1078 the word 'conservation* was addod to the
division’s Utie. and it became the Division of 0*1 and Gas Conservation.

With the edvent of production from Prudhoe Bey In 1977, the Legislature became concerned that there
was the appearance of a conflict of Interest with the Department of Natural Resources, an owner of oil
and gas rights, also acting as the regulator of other owners of ori and gas rights. To obviate Ms concern,
the Legislature amended A3 31.05 by Chapter 158, SLA 1978 to restore the Commission, effective
January 1, 1979. as an Independent quasi-judicisl agency within the executive branch of the state.
Initially, the new Commission was housed within the Department of Natural Resources, but m 1980 Mwas
transferred to the Department of Cor.,marc* and Economic Development. More recently. Governor
Hickcl transferred tho Commission to the O oartmem of Administration on February 17,1994.

The Commission continues to function as the regulatory agency overseeing the underground operation of
the Alaska oil industry on private end publLc lends and waters. Its reeponeibilitie* indude regulating
dolling and production of odJ and gas to ensure that physical waste does not occur, protecting the
correlative OQhts of mineral merest owners, sunng maximum ultimata resource recovery and
managing the Class Il Underground Injection Cc -oi (UIC) program for oil and gas wells In Alaska aa
authorized by the U. 3. Environmental Protection Agency on June 19,1988.

The Commission compJes and maintains a data bank of drilling, production end reservoir statistics,
Including Information on oil production, associated gas production, non-a.iaocaeted gas production, and
mjaction volumes on an individual well, pool and f»sld basa Other data includes drilling permits, well
histories, well logs, and public hearings testimony. The Commission also monitors oU and gas reservoir
depletion in Alaska. A reservoir surveillance system sOowe the Commission to provide other state
agenda* with detailed reservoir information. Including production decline estimates

An Inspection arm of the Commission oversees dntting ng blowout prevention equipment tests end other
safety requirements of 04 and ges exploration end production
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STATE OF ALASKA
ALASKA OIL AND OAS CONSERVATION COMMISSION

Overview of statutory Rc3PoniiblIHIB>-aiid-FunrtlQnx

The Alaska Oil and Gas Conservation Commission Is an independent, quasi-judicial agency Of the State
of Alaska. It is established under the Alaska Oil and Gas Conservation AcL Title 31 of the Alaska
Statutes; Its regulatory authority Is outlined In Title 20, Chapter 25 of the Administrative Code.

The Commission acta to prohibit the physical wasto of crado oil and natural gas, ensure maximum
ultimate resource recovery, and protoct the correlative rights of persons owning oM and gas Interest In
lands subject to Alaska's police powors. It also administers the UIC program for oil and gas wells in
Alaska, and oversees metering operations to determine the quality and quantity of oil and gas produced
in the stete. The Commission holds hearings and/or adjudicates decisions, which require the combined

expertise of geology and reservoir and petroleum engineering.

Physical waste can occur at the surface rrorn the failure of surface and subsurface equipment or below
ground from Inappropriate reservoir management practices. Surface waste Is prevented by reviewing
each drilling proposel to ensure proper well design (l.e., casinQAubing program, cement program, casing
setting depth, etc.), wall control equlpmont (l.e., mud system, divarter, blowotf prevention equipment,
etc.), hydrogen sulfide Jetactlon equipmont. woll logging program, production practice*, plugging and
abandonment procedures, and to check for shallow geohazards and over praesura zones. Th#
Commission’s field Inspection staff then venfles that operations art conducted kt accordance with

approved procedures and regulations

Waste below ground has the potontlal for even greater Impact to the stale's economy since it directly
determines the amount of oil and natural gas that will he recovsred. It is proventod by ensuring proper
reservoir management practices, and hinges on Commission decisions about well spedng, completion
techniques, production rates. Injection fluid type and rates, Injodlon well pattern, gai/oil/water ratio*, and
pressure maintenance efforts Findings and conclusions of the Commission are rendered in pooling

rates and conservation orders.

Maximizing ultimate recovery is similar to prevonting waste, but require* detailed understanding of the
physical parameters of the reservoir (e.g.. porosity, permeability, stratigraphy, faulting, reservoir pressure
and onve mochanlsm), and its product]or. performance over time (i.e., production dodlne curve

analysis).

Correlative rights Is the right of opportunity to produce an owner's just and equitable share of a reservair,
Is gonaralty aooompfitfved by establishing drilling units and by unitized operallona of pools and plans of

development.

The UIC program requires the Commission to verify the mechanical Integrity of Injection wells, determine
appropriate Injection zones and ovsrtymg confining strata, dstsrmin* th* presence or absence of
freshwater aquifers, ensure their protection, and prepare quarterly report* of both kvhouse and field
monitoring for th# U. 8. Environmental Protection Agency.

The Commission's mtttrtno raaponaibil'ilQs require verifiesbon of th* accuracy of crude oil sale* meters
used for royalty and severance tax determination*. In the field. Commission engineers and Inspectors
monitor water drawing and cakbrabon of volumetric provers, and uMnoe* proving operations. Meter
factor calculations and fluid volume calculation are verified to ensure that correct temperature and
pressure factors were used

In addition, th* Commission also acts as Alaska's lurisdictlonnl aocncv for the Natural Gee Policy Act as
administered by the F*loral Energy Regulatory Commission (FERC), and for qualifying enhanced
recovery operations under the Windfall Profits Tax Act (1970) for the U. S. Treasury.

The Commisalon requires riDQrta. data and malc*ai from operator* foiling hum dnfeng. Vesting end
completion reports, production and Injection volumes, well logs, cutting*, core*, map*, croee-eectlons,
pressure end material balance reports. Gas/O» Ratio reports, ownership and unitization agraomonts and
development plena.



§ 31.05.005 Alaska Statutks 8 31.05.009

Sec. 31.05.005. Alaska Oil and (las Conservation Comir'sston
created, (a) There is created as an independent quasi-judicial agency
of the state the Alaska Oil and Gas Conservation Commission,
composed of three commissioners appointed by the governor and
confirmed by the legislature injoint session.

(b) The governor shall designate one member of the commission as
chairmnn of the commission. This member shall serve as chairman for
a term of four years, but may be appointed for successive terms. f§ 1
ch 158 SLA 1978)

Sec. 31.05.007. Term of office: vacancy; removal, (a) The term
of office of each member is six yenrs. The governor shall designate who
among the initial appointees shnll serve respectively for terms of two
years, four years and six yenrs. A commissioner, upon the expiration
of a term, shall continue to bold office until a successor is appointed
and quuliricd.

(b) A vacancy arising in the ofTice of a commissioner shall be filled
by appointment by the governor and confirmed by the legislature in
joint session, and an uppointee selected to fill a vacancy shall hold
office for the balance of the full term for which the predecessor on the
commission was appointed

(c) A vacancy in the commission does not impair the authority of a
quorum of commissioners to exercise all the powers and perform all
the duties of the commission.

(d) The governor may remove a commissioner from office for cause
including but not limited to incompetence, neglect of duty or
misconduct in office. A commissioner, to be removed for cause, shnll be
given a copy of the charges and afforded an opportunity to be publicly
heniu in person or by counsel in the commissioner* own defense upon
not lesa than 10 day*’ notice. If a commissioner is removed for cause,
the governor shall file with the lieutenant governor a complete
statement of all charges made ngainst the commissioner and the
governor's finding based on the charges, together with a complete
record of the proceedings. (5 1ch 158 SLA 1978)

See. 31.05.009. Qualifications of members. Members shall be
gualified os follows: one member shall be a licensed professional
engineer with educational and professional background in the field of
fetroleum engineering; one member shall be n geologist with educn-
t onal and professional background in the field of petroleum geology,
on* member need not be trainee, and experienced in the fields of
petroleum engineering or petroleum geology. <8 | ch 158 SLA 1978*
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A laska State Legislature

Senate Resources Committee

State Capitol
Official Business Juneau AK 99801
April 18, 1996
The Honorable Drue Pearce
President of the Senate
State Capitol

Juneau, AK 99801-1182
Dear Madam President:

The Senate Resources Committee reviewed the following with regard to confirmation of the
Governor's appointment:

Alaska Oil and Gas Conservation Commission
J David Norton. P.E. - Anchorage
Appointed 11/20/95; Expires: 12/31AX)
Rcspectfullv,

Senator Leman, Chairman

Senator Halford Senator Frank

Senator | loffman
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April 17,1996

Norton Confirmation Hearing Statement to Senate Resource* Committee

Introduction

Mr. Chairman and members of the committee, my name is David Norton.
Thank you for inviting me to address the committee. | amsorry | cannot be in
Juneau today out the commission is holding hearl,n%s this week in Anchorage
on Prudhoe Bay's plan of development. | appreciate the committee holding
this hearing to consider me for the commissioner's seat.

To refresh the committee on the Alaska Oil and Gas Conservation
Commission, | have altachcd a one-paqe overview of die commission's
rESPOHSIbIhtIeS and functions. | have also attached a one page review of die

history of die AOGCC.

The commission's role is to, ensure the efficient depletion of the State's
h¥drocarbon resources. This is accomplished in direc waKs: preventing waste
0T the resource, ensuring maximum ultimate recover5{ of the resource, and
[%rotectmg correlative rights of adjacent owners of oil and gas Froperﬁes.
hese three aspects of e AOGCC's mission are the basis of the term
“conservation” as used In oil and gas regulation and are typical of the mission
that all getroleum producing states provide through conservation agencies like

the AOGCC.
Qualifications

| would like to address my qualifications as commissioner, The

commissioner's seat | stand for today Is reserved for an Alaskan “licensed

en?meer with an educational and professional background in the field of
roleum engmeenng”. | believe you have my restime and a letter to Rep.

e
5)oe Green submitting additional detail of my qualifications.
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After graduation from Rice University, | moved to Alaska in 1974 to work on
the trans-Alaska pipeline. For the past twenty-two years, the m_ajont?/ of my
career has been associated with design, construction and operation of the
pipeline, including facilities for gas handling, refining, and metermg. | have
significant exPenence In managing development of complex ol and gas
faCilities in Alaska. | have been alicensed professional engineer in the state

of Alaska since 1984,

| believe a commissioner is best qualified by a range of experience in the oll
and gas industry that allows a broad perspective while maintaining an
understanding of the technical challenqes associated with public policy.
There Is a difference between technical staffwork ard the judgment required
of a commissioner. The professional staff at the commission includes, two
petroleum engineers and a petroleum ?eolo?m._ As do most commissioners
and legislators, | will use my technical staffas is appropriate.

| believe | have a unique industry perspective because of my AIchka p|f3el|ne
experience. At Alycska, | was required to obtain financial and technica
approvals of the major owners: Arco, BP, and Exxon. As aresult, | have
Intimate knowledge of the companies' various cultures, biases, and
procedures. | am the only current commissioner with direct industiy

EXperience.

| would like to provide a response to criticism that | do not have appropriate
petroleum engineering background for this seat.

Petroleum engineering is such a broad category that no one could claim
experience m all areas under the commission's purview. Petroleum
engineering can be viewed as encompassmg? three broad areas. It covers
reservoir characteristics and petrophysics. Tt covers drilling and recover
techniques. And it covers surface equipment, processes and delivery.
background is in the area of surface equipment, processes and delivery.

The statute does not specifically recwwe a licensed petroleum engineer. If the
Intent of the statute was to reserve the seat for licensed petroleur engineers,
then accordm? to state records only a small pool of about twenty peaple
would be qualified, some of whom'may have conflicts because 0f thelr
erpplogment. J am a ||ceps?(d civil engineer with significant background in the
0If and gas Industry In Alaska.
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| believe | am agood fit with the current commissioners and staff. We are
working well to%ether and | would like to apprise you of some current.
Initiatives that | believe we should and can accomplish at the commission.

Initiatives
L Regulation Revision

We are in the process of completing the first comprehensive revision of our
regulations since 1986. The focus Is_on streamlining technical and procedural
requirements for drilling and reservoir management. AOGA is a key industry
Partner In this effort. We are deleting obsolete requirements and providing
ess prescriptive regulations to allow more latitude to regulate rapid

changmg oilfield techniques. We are anﬂupatmg New requirements for
abandoning offshore platforms in Cook Inlet. The first phase was completed
this quarter and we hope to adopt the finished set this summer.

2. Alaska Energy Infobank

The Infobank is an excitin FLomt Industry and government initiative
championed by Arco and BP that puts non-propnetar?{ private and public
petrotechnical data on a common sliared database. The prize is significant
cost savings In not maintaining duplicate sets of data. Since the AOGCC Is
the primary state archive of wel| and production data, there are opportunities
and challenges for the commission to be more efficient at less cost. | am on
the Infobank Steering Board, along with representatives of Arco, BP, Exxon,
Unocal and DNR. For more information on the Infobank see the website at

http:/Awww.alaska.net/-infobank/index.html
3. Budget Discipline

The commission is committed to efficient use of state funds, including the Oil
and Gas Conservation Tax, to monitor safe oilfield practices and to promote
maximum recovery of the state's petroleum resources. To gain the
efficiencies to live within our means, we are evaluatln? several options,
Including movmgz facilities to reduce cost and share infrastructure, sharing
resources with other agenmes, and upgradmg technology to take advantage of
opportunities to cut costs.


http://www.alaska.net/-infobank/index.html
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4

JJlClOSIﬂ% | would like to use an analog%_l picked up at the annual petroleum
Industry Alliance meeting last January. Dick Olver, John Morgan's boss at
BP, had flown in to give his assessmént of the state of the industry in Alaska.
He spoke about a metaphorical bridge between today and tomorrow by
co,mparmgi(n to areal bridge over the Gulkana River. The real bridge was a
critical link in the completion of the trans-Alaska pipeline and required
extraordinary innovation, teamwork and cooperation to complete on time.

Mr. Olver said that the girders of the metaphorical bridge will be marginal oil
fields developed with néw emergin technoloqles. This bridge will require
the same extraordinary efforts used on the Gulkana bridge and will span
today's gap between Prudhoe Bay and future opportunities such as ANWR

and a gas pipeline.

| worked on that Gulkana bridge twenty years a?o 8 ayoung engineer.
Now, as a more seasoned bridge buildér, | look Torward to working on

today's bridge to tomorrow. Thank you.
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08/28/95

J.DAVID NORTON/P.E,
%208 'S'Stre
Anchorage, A

2 Ak Ghe01
Lg%

EXPERIENCE

19%- Pres%nt HASKELL CORPORATION/ Bellingham, Washington
Rﬁ eaC |n aCnOa ruction Of%ZOmI”IOH fueling facility atAnchora?e International
Alr ort oraconsort|um of cargp airlines. Facility includes tank Tfarm, pipelines,
Pump Station/Filter System, and fire suppression and control sys bens.

1988 199 ALYESKA PIPELINE SERVICE COMPANY, Anchorage, Alaska

a”iaero e Tgneerng oLpeLYp smaler eaner o amza?on

AL 1SCeD xperbons Of e hiouaroel Syoohisha
mte?nty momtormg gn corrosmn R]RI ation rog% r%t élt %%usecsi on I’DtH
service' cg wng rP /Bh m nep] nce and repair. Main a|ne(1
technical stan ardsast esign Authority for the company. Primary technica
Interface with regulators.

Prohectl\/lanagner BallaétWaterTr atment S¥stemE ansmn
ahaged permitting, . design, an consﬁruc lon of $40 million expansion of
Valde I\/Iarme Te |naI ankership Ba Iast Water Treatment System to meet
(Eerms of National Pollution %lscczparge Elimination System (NPDES) Permit
ompleted on time and within budget expectations.

1985 1988 MUNICIPALITY OFANCI—‘ORQ
un|C|paI En Ineer, Department of Puplic, Works:
anager of € |neer|n division, $65 million oPeratm budget 100- p?r on
sta(f esgons le areas included: planning, d ? nand construction 0 50
million/ rcap|tal Improvement program, mc roas drainage wa Ay
quality, an traff |c control development of an aut mated ma%%mg/ acilt
management ( system W|th an Installed valye of 35 mil |o
man merrlt of t nvate devel oymentlland Use/subdivision process; and
OVers the traffic management

to ystem



, APR-17-96 WED 09:41 AH  AOGCC FAX NO. 907 276 7542 P. 09/11

J DAVID NORTON, P.E
Page 2

1977-1985 ALYESKA PIPELINE SERVICE COMPANY, Anchorage, Alaska

Bro eata erwior

ro;ec manaqement for several pipeline/pump station repair and
renqvation projects, |ncud|nga825m|ll|on above rou dp|pel|nereroute ¥
million line-wide p|€e||ne carrosion stud PI msta ation of a pump station
naphtha fuel conversion system: a|l mewde fire foam system expansion; and

rehabilitation of a fuel gas compressor/flare system

BJ eI|n and.C ivil Supervisor:

|recte malntenance contractors II’] mstallatlon operatlon and repalr of
mainline ”pe ana aP urtenances Including a fuel J)H)e ma ralnage al
ervise

rIver tral gstructu S, 0ads, and a|r;t)orts SUP azardous waste S |
response and clean-up 1n accordance with RCRA fequirements within = 100-mile
pipeline section.

il Eni l eer
esp on3| t|es and projects included: geotechmcal evaluation and oundat|on

ge3| n for bw{dmgs tovver and other pi Ilne gcllltles éhermal analysis of
[0z nsons relatin to[p J) mesup‘oort |t|es elivery des ﬁ’ 101 remote
worker housing; and structural design an evaluat|ono pipeline components.
1974 1977 MICHAEL BAKER ENGINEERS Fairbanks, Alaska
|e En%n er Trans-Alaska PleelneP n{ect
ngsm U ?l 80CEss 100 F?e and |ner mat rial 3|te planning;

coor matlon? survea/ control Tora CVE TO n Ipe HES tem; and
supervision ot construction englneerlng ra ove-ground |pe supports

REGISTRATION: Professional Engineer. Alaska CE6253; Texas 53028 (inactive)

EDUCATION: RICE UNIVERSITY, Houston, Texas
Bachelor of Science in Civil Engineering, 1974

COMMUNITY: Member AIa%ka State Water Re ?urces Board
Former Member An?hora e Public_Transit Advisory Board
Member, Gov. Knowles Transition Team - Transportation

PROFESSIONAL: Memper, Amenca]n Society of Civil Engineers
Memper, Nﬁnﬁna AsPom tlono Corrdalon.Engineering
Memer, Alaska Pipeline Builders, association

References available upon request
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Representative Joe Green

IVtfKt 10

November 7, 1995

The Honorable Tony Knowles
Governor of Alaska
State Capitol Building

Lion that you tu.e appointed Mr. J. David Norton to a
"»il & Gas Conservation Commission (A*GCC)
currently held by a registered professional petroleum engineer.

I have never met Mr. Norton, and certainly hold nothing against him
personally. However, after reviewing his resume, | have grave concerns
about his lack of qualifications for this position.

The statute establishing qualifications for A#GCC commissioners (AS
31.05.009) is very clear, as is the legislative intent reflected by the legislative
record. Every version of the bill that created the commission required the
seat to which Mr. Norton has been appointed to be filled by "a licensed
professional engineer with educational and professional background in the
field of petroleum engineering."

It is imperative from a safety, as well as a resource conservation standpoint,
that the person filling the petroleum engineering position be proficient in
subsurface hydrocarbon reservoir mechanics and the highly specialized
technology required to analyze the design of drilling, completing, and
producing oil and/or gas wells. The required level of expertise is only
acquired through specific course study supplemented by actual field
experience . As you learned during your days as a rig hand, drilling and
completing oil and/or gas wells requires a specialized knowledge, skill, and
implementation of proper safety precautions.



Governor Tony Knowles
Nov mber 7, 1995
Page 2

There is no single "blue print” or "go by" for this requirement as each well
presents its own unique set of conditions. Mr. Norton is clearly deficient in

this regard.

For the above reasons I cannot support, and feel compelled to oppose, Mr.
Norton for the position to which you have appointed him.

Representative Joe Green, Co-Chairman
House Resources Committee

cc: Members, 19th Alaska Legislature



TONY KNOWLES, GOVERNOH

ALASKA OIL ANI> GAS 2
CONSERVATION COMMISSION %@gﬁm—m

February M, 19%

Representative Joe Green
Room 24 State Capitol
Juneau. .AK 99801

Dear Representative Green

Thank you for meeting with me to liscuss my appointment to the Alaska Oil and Gas
Conservation Commission. As we discussed. | am providing you with additional
information on my educational and professional background in the field of petroleum

engineering

| received a B S in Civil Engineering from Rice University in 1974 | have previously
provided a transcript of my undergraduate academic record at Rice to Jack Chenowcth. at
his request Rice does not ofTcr a degree program in petroleum engineering  However,
the field of petroleum engineering is derived from the major engineering branches of
Mechanical. Chemical, and Civil, and the principal sciences of Geology. Materials Science.
Mathematics. Computer Sciences. Physics, and Chemistry | have completed courscwork
at Rice in all of these disciplines except for Chemical Engineering

My relevant post-undergraduate work includes Arctic Engineering credit from the
University of Alaska Anchorage and NACE certification in corrosion engineering and
cathodic protection/coatings inspection | have also received significant training in Safety.
Loss Control. Risk Management, and Quality Assurance in the oil and gas industry in

Alaska

In response to your concern about my educational background. | have engaged additional
formal and informal courscwork in reservoir engineering and drilling practices Formal
courscwork includes (see attached course outlines for content)

University of Texas Austin "'Basic Reservoir Engineering for the Oil and Gas
Professional”™ 3 0 Continuing Education Credits

University of Alaska Fairbanks "'Introduction to Drilling and Production ”
PETE 205 (audit)

MMS Well Control/Safety Certification, including drilling simulator



Rep Green
2/M/%
page 2

| am also a member of the Society of Petroleum Engineers and avail myself to continuing
educational and professional development opportunities afforded by membership in the

Society

My professional background includes management of highly technical projects and
programs in pipelines and process facilities supporting North Slope development, and
significant experience in regulatory affairs, including industrial wastewater treatment
permitting and approval of'smart pigging"* programs by regulators | was Manager of
Engineering at Alycska Pipeline and was the single, designated Design Authority in the
Alycska Integrity Management System | am also a member of the Alaska State Water

Resources Advisory Board

In summary. | believe my educational and prolessional background covers a significant
portion of the oil and gas industry in Alaska, and | have endeavored to expand my
knowledge base into the remaining areas of the Commission's responsible charge | hope
this information helps your understanding of my qualifications If you have additional

questions. | will be pleased to oblige

J David Norton. PE
Commissioner

attachments

cc Pat Pourchot. Office of the Governor
Senator Loren Leman. Chairman. Senate Resources Committee

John B Chcnowcth. Legislative Affairs Agency



The University of Texas at Austin
College of Engineering

presents

a 5 day short course

Basic Reservoir Engineering
for the
Oil and Gas Professional

January 8-12,1996

Presented by
Petroleum S Geosystems Engineering Department

Administered by
Continuing Engineering Studies



January 8*.132fi &ffiflfiaxl

8:30 " am Welcome - Mike Jackson, _
Introductory remarks - Mark MiUcr

10:00 am Break _

10:15 am Nature of petroleum reservoirs

11:45 am Lunch o

115 pm Properties of petroleum reservoir fluids

2:45  pen Break o

3:00 pm Properties of petroleum reservoir fluids (cont)

430 pm Adjourn

January 9.1996 (Tuesday!. _

8:30 am Properties of petroleum reservoir rocks

10:00 am Break _

10:15 am Properties of petroleum reservoir rocks (conL)

11:45 am Lunch . o S _

115 pm Volumetric determination of initial oil and gas in-place

2:45 pm Break _

3:00 pm Natural drive mechanisms and recovery factors

430 pm Adfoum

January 10.1996(Wednesdavl

8J0 "am Material balance

10:00 am Break

10:15 am Reserves

11:45 am Lunch _

115 pm Flow of fluids in reservoirs

2:45 pm Break _

300 pm Flow of fluids in reservoirs (cont'

4J0 pm Adjourn

January LL 1996 (Thursday! _ _

8J0 "am Pressuré transient testing of oil and gas wells

|Otf0 am Break _ _ _

10:15 am Pressure transient testing of oil and gas wells (cont)

11:45 am Lunch _ _

115 pm Deliverability testing of oil and gas wells

2:45 pm Break _

3.00 pm Rate vs. tune forecasting

4J0 pm Adjourn

January LL. Ittchind[iy) _

8:30 "am Decline curve analysis

|Or00 am freak

10:15 am Reservoir simulation

11:45 am Lunch

115 pm Enhanced oil and gas recovery

2:45  pm Break

300 pm Enhanced oil and gas recovery (cont)

430 pm Adjourn

Ut

Schedule



Week 1

Week 2

Week 3

Week 4

Week 5

Week 6

Week 7

Week 8

Week 9

Week 10

Week 11

Week 12

Week 13

Week 14

Week 15

Week 16

ila‘FT

PETE 205: COURSE OUTLINE (SPRING 199%)

(1723, 1/26)

(1730, 2/2)

(2/6, 2/9)

(2/13,2/16)

(2720, 2/23)

(2727, 3/1)

(3/5)
(3/8)

(3/12,3/15)

(3/19. 3/22)

(3/26, 3/29)

(412, 4/5)

(4.9. 4/12)

(4716, 4/19)

(4/23. 4/26)

(4/30. 5/3)

G/T)

* Introduction to early days of oil activities, Geology of Pet. Reservairs.
* Dirilling I#Dractices

* Drilling Fluids

* Drilling Problems dependent on drilling fluid control

* Drilling Hydraulics

+ Well Control and BOP. Casing Program

]
- Cementing l_(w r?
+ Mid-Semester ElaM & — /s~ 0i

- SPRING BREAK

- Early Production Methods, Fieid Development
- Formation Evaluation (logging, conng. etc)

e Completing the well

- Weil testing, Production Concepts

- Production Methods, Improved Recovery Techniques

- Surface Production Equipment

- Production Problems &. Workovcr Operations. Stimul Methods

. FINAL EXAM



STATE OF ALASKA
TONY ~ KNOWIESGOVERNOR

DEPARTMENT OF EDUCATION
ALASKA VOCATIONAL TECHNICAL CENTER

701 £ Tutorsub Anchorage,_
Phor* (907)561-U 36 Fax:(907)561-3563
ftn( Siz)471

CURRICULUM FOR 32 HOUR MMS CLASS

HRSUPAY

Morning: Intro F#
Fornution pressures
Causes oflacks [
Warning signs of kicks

U -tube coT.cept
Pressure rcaltionships -HP, SIDPP, SICP, HP loss due to influx

Indicators o fchanging formation pressures

Shut-in procedures r

Circulating pressures, ECD, slow pump rates and choke line flicnon
if necessary .

Constant bottom bole pressure methods - drillers, wait & weight,

concurrent A
Afternoon: Boyles gas law -regarding expansion o fgas during migration vs.
circulating

Wait & Weight method ofwell control -kill sheet
Necessary math

SECOND DAY 9

Mommg: MM S regs - Federal guidelines for drilling on leases
Review constant bottom hole methods - advan'ages/disadvantagcs

Afternoon: Diverter oper non
Leak-offtcstsrfbrmation intregnty tests

Pressure on the shoe

Surface pressure limitations

Riser displacement -if necessary
Removal ofsuck gas -if necessity

pvnM oOn'«Crt*4 0*0* D»C-3



iTATTURALASKA™ "™

TONY KMDWIES, GOVERNOR
DEPARTMENT OF EDUCATION

ALASKA VOCATIONAL TECHNICAL CENTER
701£ Tudor, Suitm 270 o Anchoroy, Alaska 99503
phon*: (907)561-4436 Fax: (907)561-3563

THIRD, DAY
|V|0mIng Tripping

Correct fill
Trip margin/overbalance
HP loss pulling pipe and not filling the bole
Kicks wih pipe offoottom
Safety valve/inside dart valve
Stripping using bag or rams

Afternoon:  Difference between gas/water kicks £3h\
Volumetric well control
Lubrication
Los' circulation

EQLRTH DAY

Morning: Horizontal well control
Completion activities
Review

Afternoon: Testing - wrine» and simulator

Simulator is used twice a diy. Slides and videos also shown pcnodically to emphasize

topics

y 7r.vV
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ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1956

ldentify Core Areas within Alaska where itisclearly inthe best

Interest of the State to conduct lease sales.
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ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1995

PROPOSED CORE LEASING AREAS

North Slope

All State of Alaska uplands lying north of the Umiat
Baseline, between the Colville and Canning Rivers.

Cook Inlet

All State of Alaska uplands and submerged lands lying in
the area bounded to the north by the northern boundary of
T1I7N S.M. and bounded to the south by the southern
boundary of T6S S.M ., bounded to the east by the Seward
Meridian, and bounded to the west by the western
boundary of R19W S.M.



ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1956

Incorporate MMS Philosophy used in the Gulf of Mexico for
State of Alaska lands in designated core areas.

1. Best interest finding in core areas would be updated
every five years to account forany changes.

2. Offerthe core areas for area-wide leasing on an annual
basis with a set time of the year in which the sale will
occur.

3. Delete only those areas within the core area that are
environmentally sensitive or require furtheraction from
DNR i.e., surface area consent, etc.



ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1995

By having annual sales, DNR could consider shorter lease

terms forcore area lease sales.



oAb SAY BGLICY Counci

August 21, 1995

Require industry to be more specific in identifying level of

Interest in non-core areas.



ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1995

Drop oreliminate sales innon-core areas where there is little or
no industry interest. Supplementthose areas with licensing if

necessary.



ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1995

Give DNR more authority to consider different royalty schemes

on licensing requests.



ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1995

Avoid using lease sales to invoke operational stipulations for

areas affected by leasing.



ALASKA LEASING IDEAS
OIL AND GAS POLICY COUNCIL

August 21, 1995

CONCLUSION

1. ldentify core leasing areas within Alaska.

2. Use an area-wide leasing program forthe core areas.

3. Give the DNR flexibility to do theirjob.

4. Work on comprehensive regulations instead of lease
stipulations.



Alaska State Legislature

SENATE

OlIfkiill Nusiruv. Stale Csipitol
Juneau, AK 99801-1182

MEMO
TO: All Resources Committee Members
FROM: Senate Resources Committee Staf

DATE: September 8. 1995

Materials lor Hearing 9/12/95

Attached are:
1) The meeting agenda

2) Back up materials for Items IV and V.

a) Two page preliminary report to the committee from
Resources staff on best interest finding and permitting issues.

b) Three pages of persons invited to first work session on
those issues.

c) Example of issue raised by a department in the best interest
finding process (isostatic rebound) (one page)

dl Response from DNR to example raised by department
regarding isostatic rebound, (one page)

3) For the first two items on the agenda. | have a copy of AOGCC's
Conservation Order #360 (25 pages) and a copy of DNR's "Decision
Regarding Jurisdiction” (86 pages) if committee members desire
copies. | will have extra copies available for reference at the

meeting.



Alaska State Legislature

SENATE

Ofriihil lInsiiu'vs Slate Capitol
Juneau, AK 99801-1182

SENATE RESOURCES COMMITTEE

Chairman: Senator Loren Leman
Vice Chairman: Senator Drue Pearce
Senator Steve Prank

Senator Rick Halford

Senator Robin Taylor

Senator Georgianna Lincoln

Senator Lyman Hoffman

AGENDA
10 a.m. to 2 p.m.
Tuesday, September 12. 1995
Second Floor Conference Room
Anchorage Legislative Information Office

| Alaska Oil and Gas Conservation Commission briefing on
Conservation Order No. 360 and subsequent action by AOGCC

Dpavid Johnston. Chairman AOGCC (20 mins. presentation and
questions)

I'1.  Department of Natural Resources briefing on hearings lor
optimization of Natural Gas Liquids blending and utilization of
miscible mjectant within the Prudhoe Bay Unit and subsequent
action by DNR

Patrick Coughlin/Department oi Law (20 mins. presentation
and questions)

ken Boyd. Director/Division of Oil and Gas/DNR

I11. Overview of Final Work Session Report to Resources Committee
Senate Resources Committee Staff (10 manteS)



IV . Arcawide Best Interest Finding (1.5 hours

tcstimony/qg uestions)
David Sutter/ARCO
Ken Boyd/Department of Natural Resources

(also present to respond to presentations):
Commissioner Frank Rue. Department of Fish and Game (telec.)
Al Bolin, Department of Environmental Conservation/Air

Quality
Diane Mayer. Director. Division of Governmental Cordination

V. Resource Permitting (1.5 hour testimony/questions)
Steve Porter/ARCO
Brad Penn/Marathon
(also present to respond (0 questions):
Ken Boyd/D NR
Commissioner Frank Rue. DF&G
Al Bohn, DEC
Diane Mayer. DGC

V1. Adjourn



PRELIMINARY REPORT TO
SENATOR LOREN LEMAN. Chairman
Senators; Pearce. Frank. | lalford. Tavlor. Lincoln and lloffman
SENATE RESOURCES COMMITTEE
By: Senate Resources Committee Staff

Work Sessions with Oil and Gas Industry on Best Interest Finding and Permitting

At your request, | held awork session with representatives of the oil and gas industry and
others (list attached) in Anchorage August 8. Another work session dealing more
specifically with permitting and projects in coastal zones is scheduled for September 8. An
update to this preliminary report will be finished for your use September 11 This report
only reflects my interpretation of the comments of those who attended the work sessions.

Best Interest Finding

1 The companies and the state want certainty to the best interest finding process.
There arc two slightly different viewpoints on "‘arcawide best interest finding™:

a) do a BIF on achunk of geography, the BIF applies to lease sales in the
next 3*5 years, area broken up by the state into lease tracts. and

b) Entire North Slope BIF and allow companies to competitively bid for
larger areas (instead of 63 tracts, would be one tract or 10 tracts). | believe DNR and
industry view this process slightly differently.

Some commented that the BIF adopted in SB 238 (CH 34. SLA 94) lengthens the
permitting process with no positive result - it has become a delaying tactic. All who
commented said SB 308 (Cl | 38, SLA 94) was a good stan to addressing the problems of
continual lawsuits aimed at delaying or derailing development projects. However, they sec
no value in having to address tract by tract factors which could be addressed in a uniform
best interest finding. They said this uniform or arcawide best interest finding should/could
Ik done in areas where the factors affecting development arc fairly uniform. The
Colville/Canning rivers area was mentioned as one area Where from the permittee
perspective, the factors affecting a permit to operate arc relatively uniform. The permittees
said thet rather than working wiih flic permittees to mitigate concerns, sonic regulating
agencies' (csp. DEC and F&G) seem to be more focused on thinking up not just
reasonably foreseeable measures, but mitigation measures for minute concerns such as
"isostatic rebound™ in the comments on preliminary findings for the Yakataga Sale (copy
attached). Companies state that if they dont “'aggressively track every mitigation
measure, a mitigation measure becomes a "'permit standard'* by default of the company not
being aware or believing that it wouldn't be kept in the final permit. This "permit standard"
is then applied to succeeding permits.

2) The interest in re-evaluating how best interest findings arc done seems to reflect the
companies experience with downsizing and having to become more efficient at reducing
operating costs. In the work session, a DNR/DO&G representative commented about
reduced budgets and the need to be more efficient -the reaction was nods from around the
room. Most agreed the first arcawide BIF would be expensive. Paperwork would Lv
voluminous, but those proposing it believe **  resulting benefit is efficiency for DNR to be
able tolease more land. Jack Chcnowcth, 1AA/Legal states "'no prohibitions' as far as he
can see. providing there is a lease sale of the area for which the BIF is done. His only

Preliminary Report Page | September 6. 1995



concern was in AS 38.05.035 (c)6(g): exempt sale under 180(d) sale within previous 5
years and AS 38.05.035(c)6(hV sale under 180(w) sale within 5 years is subject to BIF.

3) Jim Eason, consultant at the work session, mentioned a bifurcated best interest
finding process. This would require rewriting the BIF provisions to allow sale areas where
afinal BIF has been accepted and upheld without challenge or if challenged and
subsequently upheld, no additional findings would be required, unless the commissioner
(of DNR) determines in his discretion that additional findings arc necessary. Sale areas that
have never gone through a BIF could be done under an arcawide BIF which would require
the entire AS 38.05.035 process.

4)  Some of the smaller operators felt the 5-ycar oil and gas lease sale process is too
long, but because a sale can be added so that it5on the lease sale schedule for only three
years, this did not seem to be such a problem. State is trying to get companies to be more
forthcoming about the areas they want to lease. (Pretense of nonchalance or active bluffing
may result in leases being dropped from a sale.) This is where the arcawide BIF is
attractive to the strategic, secretive nature of the oil industry. If the second option
mentioned in item 1is chosen, a company could place sealed bids for any tract(s) in the
area covered by the BIF -the larger the area of the BIF and the sale, the better for the
company's strategy.

Permitting

1)  The September 8 meeting will reveal more detalils, but in short there are questions
about the ability of government departments to be efficient in permitting matters. There is
perceived distrust among agencies. Instead of phoning or faxing for additional
Information, letters arc sent to permittees resulting in additional time delays. The
departments dont seem to realize that outside of government most matters arc dispatched
with aquick (documented) phone call or fax. Even the most important/sensitive answers
can be readily attained with a phone confirmation that a fax was received. Problem with
getting indust%eto speak about these problems on the record is the perceived threat of
retaliation by the pcrmitor.

2) Concerns and real-world problems arc concentrated in several areas:

a) Lots more days arc being tacked onto the permitting process -agencies
say they can t meet the 5-day deadlines to issue permits once coastal zone requirements arc
met

b) No comment from agencies until the last day for review.

c) Air Quality Permitting: Amount of time it is taking for permit evaluations
not satisfactory. Concensus that inexperienced staff, plus reorganization at DEC may be
hampering this permitting program.

3) Shared Costs. Under this arrangement, a company purchases expedited permits.
Agencies say otherwise it's first come first served. This shared cost arrangement expedites
permits, but raises eyebrows because:

a) concern that state employees are under pressure to overlook infractions
in order to process the permit which was paid for,

b) concern about inexperienced employees taking too long to do what
private sector counterparts do in less time;

_ c) concern about the tessage™ of industry financing the expedition of

permits:

d) concern about departments blackmailing industry to pay for full time
positions "necessary'* to expedite permits.

Preliminary Report Page 2 September 6. 199
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atage in this area during the spring migration. Recent data
ouggoot that Controller Bay is the primary landfall for shorebirds
arriving 1in this area, with the birds then moving westward across

the Bering and Copper River Deltan.

The most abundant species arc western sandpiper and Pacific dunlin.
Other common species include: the black-bellif-d plover, black
tumccone, dowitchers, 3anderlingo; white-fronteo, snow, and Canada
geese; mallard, green-winged teal, American widgeon, and northern
pintail. Most return to the Copper and Bering River deltas during
the fall migration, although the birds are more dispersed ever time
and space when migrating eouth.

Wetlands in this area also provide important staging and nesting
habitat for trumpeter ewane. During August and early September of
1990, the USFWS counted 1364 swans between Dry Bay and Orca Inlet.
The largest concentration of swans was observed around and to the
wont of Controllor Bay.

Hagarcs Analvsfc.-_ Storms and Heavy Seas: Although the document does
mention (page 02, second paragraph) that "the Gulf of Alaska has
turbulent sea storms", there is little analysis or recognition of

tho magnitude and intensity of these storm events, and when and
where their effects arc most likoly to bo manifest. For example,
the section titled "Subsea Pipelines" (page 109) makes no mention
of 3torms relative to oil 3pill cleanup. We question the statement
that (page 109, last paragraph) "tho tidal currents in the Gulf of
Alaska could make repair and cleanup of subsea pipeline leaks more
difficult." Are there really exceptionally strong tidal currents in
this area? Wc also suggest that tidal current effects will pale in
comparison to a severe storm which could make access to a spill
virtually impossible for a period of days.

Cur staff recollects a time in the early 1970" e whon a drill chip,
the Glomar Conception (or Glomar Explorer?), attempted a
stratigraphic drilling program in this part of the Gulf, only to be
driven away by waves that sometimes exceeded 100"in height and
storm events with 50" waves at 5 second intervals.

The possible effects of storms on transportation, production and
cleanup of oil should be uddrcssed in the Director®s Finding. We
also suggest that seasonal restrictions on trans-shipment of oil
might serve to diminish the risk of oil spills or other

catastrophic events.

Another cource of geologic instability that was not mentioned is
isostatic rebound. To what extent would tho slow rising of lands
recently covered by glaciers, threaten the integrity of pipelines
wells, or other facilities.



38) Isostatic rebound as a source of geologic instabili% was not mentioned. To what extent would
sl?w ns,mg ol lands recently covered by glaciers, threaten the integrity of pipelines, wells, or
other facilities.
Kgpong: Tlic ubove comment Is not material to the scope of this finding. Although
there may be gradual isostatic uplift in this region, about 1cm/yr. for the past 5,000 yrs.
/"rP memorandum to Hansen, citing to Plalker 1980. 1994), most of the uplift
probably occurs suddenly during great earthquakes. Any hazard to engineered facilities
Irom uplift would not be significant and will likely be overshadowed by other earthquake
effects, such as strong shaking, scafioor failures, and tsunamis (Combcllick, DGGS,
1994n). Since facilities within the Sale 79 area would be designed to withstand
earthquakes, they would be able to withstand gradual isostatic uplift.



REPORT TO
SENATOR LOREN LEMAN. Chairman
Senators: Pearce, Frank, Halford. Taylor, Lincoln and Hoffman
SENATE RESOURCES COMMITTEE
By. Senate Resources Committee Staff

Best Interest Finding and Permitting
Summary

At your request. 1held work sessions with representatives of the oil and gas industry and
others in Anchorage August 8 and September 8. | also conducted phone interviews with
mining and logging representatives active in Alaska. In addition to touching on the best
interest finding process for oil and gas lease sales, this report is meant to begin defining the
""problem of permitting™* which has been referred to in previous testimony by industry
before legislative committees. The Energy Council's CLEER Report on Production and
Jobs recommended stale's audit their permitting process as part of any oil and gas
legislative incentive package. Other reports to the legislature have criticized the Slate as
being less than friendly to business. This report reticcLs my interpretation of the anecdotal
comments of those interviewed and who attended the work sessions. It is my impression
dial those who are commenting on these issues are alerting die state to die fiscal reality of
their business. Long lead times and uncertainty of development are no longer being
accepted as normal business practice in Alaska. With the amount of acreage being released
in Alaska, and the oil axiom dial you find oil where there's oil. the practice of raising the
same issues over and over again with the same players on the same leases seems to be
striking a nerve in Alaska's industrial body.

Best Interest Finding Process for Oil and Gas Lease Sales

B Ihe companies and the state want certainty to the best interest finding process.
There are two slightly different viewpoints on *‘arcawide best interest finding™:

a) do a BIF on a chunk of geography, the BIF applies to lease sales in the
next 3-5 years, area broken up by the suite into lease tracts. and

b) Entire North Slope BIF and allow companies to competitively bid for
larger areas (instead of <3 tracts, would be one tract or 10 tracts). | believe DNR and
industry view this process slightly differently.

Some commented that the hearing process adopted in SB 238 (CH 34. SLA 94)
lengthens the permitting process with no positive result -it has become a delaying tactic.
All' who commented said j B 308 (ClI 38. SLA 94) was a good start to addressing die
problems of continual lawsuits aimed at delaying or derailing development projects.
However, they sec no value in having to address tract by tract factors which could be
addressed in a uniform best interest finding. They said this uniform or arcawide best
interest finding should/could be done in areas where die factors affecting development are
fairly uniform. The Colville/Canning rivers area was mentioned as one area where from
the permittee perspective, the factors affecting a permit to operate are relatively uniform.
The permittees said that rather than working widi the permittees to mitigate concerns, some
regulating agencies' (esp. DEC and F&G) seem to be more focused on dunking up not lust
reasonably foreseeable measures, but mitigation measures for minute concerns such as
"isostatic rebound™ in the comments on preliminary findings for die Yakataga Sale (copy
attached). Companies state that if they don't “'aggressively™ track every mitigation
measure, a mitigation measure becomes a "permit standard'* by default of the company not
being aware or believing that it wouldnt be kept in the final permit. This "‘permit standard'
is then applied to succeeding permits.

BIF/Permitting Report September It). 1995



2 Hie interest in re-evaluating how best interest findings arc done seems to reflect the
companies experience with downsizing and having to become more efficient ot reducing
operating costs. In one work session, a DNR/DO&G representative commented about
reduced budgets and die need to be more efficient -the reaction was nods from around the
room. Most agreed the first arcawide BIF would be expensive. Paperwork would be
voluminous, but those proposing it believe the resulting benefit is efficiency for DNR to be
able to lease more land. Jack Chenoweth, LAA/Legal states *'no prohibitions™ as far as he
can see. providing there is a lease sale of die area for which the BIF is done. Ilis only
concern was in how the idea would impact AS 38.05.035 (e)6(g): exempt sale under
180(dl) sale within previous 5 years and AS 38.05.035(c)6(li): sale under 180(w) sale
within 5 years is subject to BIF. Of course, that would depend on the proposal put before
the committee for consideration.

3) Jim Eason, consultant at the work session, mentioned a bifurcated best interest
finding process. This would require rewriting the BIF provisions to allow sale areas where
afinal BIF has been accepted and upheld without challenge or if challenged and
subsequently upheld, no additional findings would be required, unless the commissioner
(of DNR) determines in his discretion that additional findings arc necessary. Sale areas that
have never gone through a BIF could lie done under an arcawide BIF which would require
the enure AS 38.05.035 process.

4) Some of the smaller operators felt the 5-year oil and gas lease sale process is too
long, but because a sale can be added so that it5 on die lease sale schedule for only three
years, this did not seem to be such a problem. State is trying to get companies to be more
forthcoming about the areas they want to lease. (Pretense of nonchalance or active bluffing
may result in leases being dropped from asale.) This is where the arcawide BIF is
attractive to the strategic, secretive nature of the oil industry. For example, in the second
option mentioned in item 1 acompany could place sealed hids for any tract(s) in the area
covered by the BIF -the larger die area of the BIF and die sale, the better for the

company § strategy.
Permitting

1)  Permitting is an important factor in decisions about investing in Alaska. In one
company sexperience, teserves, economics and permits are important to the (successful)
development ot a project”. There are questions about the ability of government
departments to be efficient in permitting matters. There is perceived distrust among
agencies. There is a perception that departments don't seem to realize that outside ol
government most matters are dispatched with a quick (documented) phone call or fax.
Instead of phoning or faxing fo: additional information, letters arc sent to permittees
resulung in additional time delays. Even the most important/sensitive answers can be
readily attained with a phone confirmauon that a lax was received.

2) Concerns and real-world problems are concentrated in several areas:
a) Interface between fcdcr.il and state governments *critical”.

Depending on land ownership and type ol operation, companies may Ik*working
with local, state and federal governments, they may be required to completed from six to
several dozen permits. Memorandums of Understanding to facilitate interaction between
Mete and federal agencies exist now. hut are apparently out of date. The Division of
Governmental Coordination may be having internal discussions about updaung the MOUS.
The relationship between governments is tritical"" because of the timing in issuance ol
permits Companies are reluctant to say how much impact NOT getting pemiiLs in a umcly
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fashion has on ihc viability of a project. Although, if delays in land sales cause projects to
lose their attractiveness, one might surmise that the same would hold true for permit delays.

b) Lois more days are being tacked onto the permitting process *industry
reports agencies say they can't meet the 5-day deadlines to issue permits once coastal zone
requirements are met.

What contributes to permit delays? The Alaska Coastal Zone Management Program
can contribute to delays when the same issues are raised over and over again, even after the
issue has previously been elevated to the commissioner level and a decision rendered (e.g.,
hear interaction plans attached to certain permits by DF&G at the request of USFWS.
subsequently overruled. Although some companies have found ways to cope widi
additional requirements by implcmcnung master plans such as bear interaction plans, all of
these efforts increase operating costs -one of the prime factors in determining marginal
fields.) Expanded authorities for agencies may be legal under die ACMP. but some
question whether the stipulations on permiLs arc consistent with thejurisdiction of the
agency (DF&G stopping the clock to ask in a letter whether pipe being proposed for a
pipeline was old or new pipe)

Undoubtedly, the issue of budgets will surface with the issue of delays. Industry,
having undergone significant internal reductions, understands dial issue, but questions
whether state agencies can or will find more efficient methods of dealing with permits.

~ ¢) No comment from agencies until the last day for reviewl Uncertainty of
whether projects can go forward.

For the most port, companies feel die ACMP program works "pretty well”. Its
consensus nature is "*helpful”. The veto power of one person to squelch a project is viewed
asanegative. Itis discouraging to industry that the clock can be stopped at die last hour.
There is a perception that the public hearings are now forums for slowing or stopping
projects. Frustration expressed dial (he question after a lease sale seems be if. not how. the
project proceeds.

d) Air Quality Permitting: Amount of lime it is taking for permit
evaluations not satisfactory. Consensus that inexperienced staff, plus reorganization al
DEC may be hampering this permitting program.

There is concern that there is no accountability in die billing system for the AQ
program. At least one company would prefer using knowledgeable contractors selected by
the state to process AQ permits. Concern about the level of training of employees
processing AQ permits -most egregious example of billing was 45 hours processingan AQ
permit when industry tell it could have been done in 8-16 hours. Some reported instances
of being referred to a second employee and being billed for die initial contact who could not
assist them and for the second contact. 1 this is not the case, the department may need to
review it's billing so that charges are clearly documented.

e) Vagueness of Coastal Zone standards and expansion of state agency
authority across agency boundaries under ACMP.

The general assessment is that the ACMP standards are open to interpretation. This
could mean the agencies have the discretion to expedite or to hinder a permit based on an
individual's subjective interpretation ol the standards. The lack of standards for permitting
contributes to the delays (e.g.. for contiguous tracts the stipulations on overhead flights
may be different from one tract to another. Stream setbacks vary from tract to tract) Some
consensus that putting additional activities on the ACMP MB" List would expedite
permitting lor those activities. Recommendation from industry that the ACMP program
proposals he put in a lorm similar to proposed regulations lor simpler review.
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3) Shared Costs. Under this arrangement, u company purchases expedited permits.
Agencies say otherwise it's first come first served. Hits shared cost arrangement expedites

permits, but raises eyebrows because:
a) concern that slate employees are under pressure to overlook infractions

in order to process the permit which was paid for;
b) concern about inexperienced employees taking too long to do what

private sector counterpaits do in less time:
c) concern about the "message" of industry financing die expedition ol

permits:

il) concern about departments blackmailing industry to pay for full time
positions necessary" to expedite permits

BIF/Permltllng RGpOl‘t September IIl. I'W*
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NOTICE OF CHANGE OF DATES OF
HEARING AND PRE-HEARING CONFERENCE
ALASKA OIL AND CAS CONSERVATION COMMISSION

Rc:  Prudlioc Oil Pool - Compulsory Unitization Plan
Ptc-Hcnrim; Conference and Hcaritm Rescheduled

Notice is hereby given that the Alaska Oil and Gas Conservation
Commission (AOGCC) on its own motion has rescheduled to October 24, 1995,
the hearing previously scheduled for September 11. 1995. to develop a plan for
compulsory unitization of the Prudhoc Oil Pool, as provided by Conservation
Order 360. The preheating conference in this matter is rescheduled from
September 5. 1995. to October 17, 1995. The hearing and pre-hearing conference
will be held at 9:00 AM at the AOGCC office. 3001 Porcupine Drive, Anchorage.
AK.

Upon written request, the hearing and pre-hearing conference may be
postponed if. in the judgment of the Commission, the owners of the Prudhoc Oil
Pool arc working to integrate the separate and competing equities of the gas cap
and oil rim within the Prudhoc Bay Unit.

If you arc a person with a disability who may need a special
accommodation, auxiliary aid or service, or alternative communication format in

order to comment on the proposed action, please contact Diana Fleck at 279-1433
by 4.00 PM. Octaober 10. 1995.

Commissioner

Published August 30 and August 31, 1995



STATE OF ALASKA
ALASKA OIL AND GAS CONSERVATION COMMISSION

3001 Porcupine Drive
Anchorage Alaska 99501-3192

In the matters of:

A hearing to review the plan of development
and operation and other agreements as they
affect Natural Gas Liquid (NGL) throughput,
Misciblc Injcc'ant (M) utilization and ultimate
recovery from Prudhoe Bay;

The Petition of ARCO Alaska, Inc, fora
ruling on maximization of NGL blending; and

The Petition of BP Exploration (Alaska) Inc
requesting arion or an order aflcr the Com-
mission’s review of the plan of development
and operation and other agreements as they
affect NGL throughput, M1 utilization and
ultimate recovery from Prudhoe Bay.

N e e N N N N N N N N S

ORDER DENYING PHILLIPS PETROLEUM COMPANY’S
APPLICATION FOR REHEARING OF CONSERVATION ORDER 360

Phillips Petroleum Company (**Phillips™) has applied for a rehearssng with respect to CooxrvaUtr
Order 360 issued on August 9, 1995 ("Order) Phillips hes failed toshow that the order is

erroneous in any respect, and its application is tharcfare denied.

Contrary to Phillips*argument, the Commission'sjurisdiction is not limited to the prevention of

physical weste * For example, AS 31.05.030(c)(6)--a provision not addressed by Phillips—
authorizes the Commission to "'regulate, for conservation purposes , the quantity and rate of the
production of oil and gas froma well or property ..." **Conservation purposes' include, at least, the
purposes of preventing waste, insuring a greater ultimate recovery of oil and gas. and protecting
correlative nghts. SccAS 31.05.030(d)(9) and 31.05.110(8) The Commission interprets

IMoreover, Phillips interprets this term in an overly narrow way. The reference in
AS 31 05.170< 14)<A) to "good oil field engineering practices' dees not mean that an operator must be
violating good oil field engineering practices in order to be commitung waste That phrase acts as a
gualification to the general rule that a method ofoperation which results in reducing the quantity of oil or
gas to be recovered it wasteful c g, the failure to invest an additional billion dollars in pool development
in order to recover one more boncl of oil is not wasteful, even though it literal!) reduces the quantity of oil
to be recovered, because such an investment would not be in accordance with good oil field engineering
practices
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AS 31.05 on the assumption thet the legislature did not include superfluous or meaningless
language, and consequently the concegt of *‘insuring a greater ultimate recovery of oil and gas,"
while no doubt related to the concept of *“preventing weste," is not identical to it

In requiring maximum NGL blending through August 31, 1996, paragraph (1) of die Order
regulates the quantity and rate of die production of oil and gas from Prudhoc Qil Poal wells for
conservation purposes.

In claiming that the Order "'does nothing to prevent'* weste, and indeed diat *“maximum NGL
blending will result in weste"* Phillips ignores the limited duration of dial portion of the Order
regarding maximum NGL blending and its relationship to the Commission's findings and
conclusions regarding unitization. The Commission believes dut once die distorting dTocts of
competitive equity interests arc removed by conplete unitization, die operators will likely be able
toagree on a balance of Ml and blcndablc NGLs that insures a greater ultimate recovery of oil and
gas and prevents waste.* That course seems preferable to die Commission's imposition of a
permanent rule based on a record in which the evidence and positions on die technical issues have
been substantially driven by conflicting economic interests

In die meantime, the Order is intended to minimize die likelihood of weste and of failing to insure
greater ultimate recovery, while at the same time avoiding any impairment of correlative rights
That docs not reguire that die Commission choose between two-dimensional and three-dimensional
modeling, see Phillips Petroleum Company's Application for Rehearing (**Application™) at 13 find
that physical waste has occurred, seeid at X or believe or disbelieve the testimony of Dr. Jones
?c?d a 14 It requires only that the Commission recognize thet maximum NGL blending fora
period of approximately ane year will probably not adversely impact EOR recovery, while failure
to maximize NGL blending during this period would resuit in the loss of some NGL production
That cognition is fully supported by die evidence and by die Commission's findings and
conclusions  See, ¢ g . Findings 54. 61.66. 86. 87: Condusions 13 14, 15 16 Phillips'factual
claims in support ot its argument diat *‘maximum NGL blending will resuit in weste™ arc not
iustificd by the record.

Phillips' arguments concerning Conservation Order 290 requires little discussion. No one
questions that it would be preferable if the expectations presented to the Commission in the
hearings leading to dut order had been realized, and if there were no competition between MI and
NGL production. Unfortunately, the present controversy docs involve such competition and
therefore demands, for the present at least, a decision dut addresses such competition. Conclusion
No. 5 in the present Order, however, reminds the working interest owners that ncidicr maximum
NGL blending as has been temporarily ordered, nor constrained NGL blending as had been
imposed by BPXA at Skid 50, addresses the larger issue of fulfilling the expectations underlying
Conservation Order 2<”

*It is true tlui such an outcome is not guaranteed, and that even after complete unitization the
possibility of technical disagreement will remain. Inthatcent the Commission may be compelled to
resolve the disagreement on a more permanent basil.
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Finally, Phillips' attack on the Commission's authority to compel unitization of the equity interests
in the Prudhoc Oil Pool is not persuasive. Phillips' premise, that there exists "an existing voluntary

unit," is incorrect for purposes of AS 31.05.110.3 In "a unit”, within the meaning of

AS 31.05.110, al! of the interests in affected land arc integrated, and each tract receives an
allocated share of "all oil and gas produced from (the) unit area.” (Emphasis supplied). The
existing property regime for the Prudhoc Oil Pool might perhaps be viewed as two units, one
covering die oil nm and one covering die gas cap, or it might be viewed as an arrangement that
meets many but not all of the requirements for a unit, but it is not "a unit" for purposes of AS

31.05.110.

THEREFORE, IT ISORDERED BY THE COMMISSION THAT:
Phillips Petroleum Company’ Application for Rehearing is denied.

DONE at Anchorage, Alaska, August 28, 1995.

David NV. Johnston,
Alaska OiJ and Gas Commission

Russell A. Douglass, Commissioner
Alaska Oil and Gas Conservation Commission

Tuckcrman Babcock, Commissioner
Alaska Oil and Gas Conservation Commission

3This does not affect whether a cooperative or unit plan exists for purposes of

AS 38.05 180.



STATE OF ALASKA
ALASKA OIL AND GAS CONSERVATION COMMISSION
3001 Porcupine Drive
Anchorage Alaska 99501-3192

In the matters of:

A hearing to review the plan of development
and operation and other agreements as they
affect Natural Gas Liquid (NGL) throughput,
Miscible Injcctant (M) utilization and ultimate
recovery from Prudhoc Bay;

The Petition of ARCO Alaska, Inc., for a
ruling on maximization of NGL blending; and

The Petition of BP Exploration (Alaska) Inc.
requesting action or an order after the Com-
mission's review of the plan of development
and operation and other agreements as they
affect NGL throughput, M| utilization and
ultimate recovery from Prudhoc Bay

N N N N N NN N NN N N N N N N

ORDER RESCHEDULING HEARING

The Commission has decided to reschedule the hearing that was previously scheduled to
take place on September 11, 1995, to develop a plan for compulsory unitization of the
Prudhoe QOil Pool, as provided by Conservation Order 360.

The Commission also wishes to clarify the nature of this hearing, since it appears from
certain filings received in this matter that some confusion may exist on this question.
Under AS 31.05.110(b), a petition to compel unitization of a pool may be filed by or with
the Commission, followed by a hearing. The petition must be accompanied by a
recommended plan of unitization. The Commission to this date has neither filed a petition
to unitize the Prudhoc Oil Pool nor developed a recommended plan of unitization The
hearing now scheduled for October 21, 1995, is intended to enable the Commission to
develop a recommended plan of unitization. After developing such a recommended plan,
the Commission anticipates petitioning on its own motion for compulsory unitization
(unless appropriate voluntary efforts are evident) and scheduling a hearing on that petition.

IT IS ORDERED BY THE COMMISSION THAT:
The hearing to develop a plan for compulsory unitization of the Prudhoc Oil Poal is

rescheduled to 9:00 a.m., October 24, 1995, at the offices of the Commission. 3001
Porcupine Drive, Anchorage, Alaska The prehearing conference in this matter is



rescheduled to 9.00 a.m., October 17, 1995, at the same location. The deadline for
written submittals referred to in paragraph 3 of Conservation Order 360 is unchanged

from Septcmbel 1, 1995,

DONE at Anchorage, Alaska, August 28, 1995.

AN

David W. JohnstonACllairman
Alaska Oil and Gas Conservation Commission

Russell A. Douglass. Lomm/ysioncr
Alaska Oil and Gas Conservation Commission

['uckcmian Babcock, Commissioner
Alaska Oil and Gas Conservation Commission



STATE OF ALASKA
ALASKA OIL AND GAS CONSERVATION COMMISSION
3001 Porcupine Drive
Anchorage Alaska 99501-3192

In the matters of:

A hearing to review the plan of development
and operation and other agreements as they
affect Natural Gas Liquid (NGf ) throughput,
Miscible Injcctant (MI) utiliza’ m and ultimate
recovery from Prudhoe Bay;

The Petition of ARCO Alaska, Inc., fora
ruling on maximization of NGL blending; and

The Petition of BP Exploration (Alaska) Inc.
requesting action or an order after the Com-
mission’s review of the plan of development
and operation and other agreements as they
affect NGL throughput, M| utilization and
ultimate recovery from Prudhoe Bay

RULING ON REQUESTS TO EXTEND TIME FOR FILING APPLICATIONS
FOR REHEARING AND TO POSTPONE COMPULSORY UNITIZATION PLAN
HEARING

On August 28, 1995, the Commission received requests from BP Exploration (Alaska)

Inc (""BPXA™) and Exxon Company, U.S.A. (""Exxon”), seeking to extend the tunc
within which applications for rehearing may be filed under AS 31.05.080(a). The
requested extensions, however, would apply to rehearing with respect to only certain
portions of Conservation Order 360, not the entire order. Whether or not the Commission
is authorized under AS 31.05.080(a) to grant piecemeal extensions, to do so would create
potentially tangled problems concerning the appealability of the order and the deadlines for
filing appeals. This is particularly true given the fact that Phillips Petroleum Company has
already filed an application for rehearing and that the time for deciding its application
expires today.

IT IS ORDERED:

For the reasons stated above, and for the reason that in a separate action today the
Commission on its own motion is postponing the hearing referred to in Rule 2,



RULING ON REQUESTS TO EXTEND TIME FOR FILING APPLICATIONS FOR REHEARING AND
TO POSTPONE COMPULSORY UNITIZATION PLAN HEARING
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Conservation Order 360, thus effectively providing part of the relief sought by BPXA and
Exxon, the requests of BPXA and Exxon are denied.

DONE at Anchorage, Alaska, August 28, 1995.

Tuckerman Babcock, Commissioner
Alaska Oil and Gas Conservation Commissic-



STATE OF ALASKA
ALASKA Oil, AND GAS CONSERVATION COMMISSION
3001 Porcupine Drive
Anchorage Alaska 99501-3192

Rc: THE APPLICATION OF ARCO ) Conservation Order No. 361
ALASKA, INC. for an order granting )
an exception to spacing requirements of ) ARCO Alaska Inc.
Title 20 AAC 25.055 to provide for the ) Tabasco No. .
drilling of the ARCO Tabasco No. | )
development oil well. )
August 16. 1995
IT APPEARING THAT:
1 ARCO Alaska. Inc. submitted an application dated July 25. 1995 requesting exception to

20 AAC 25.055(a)(3) to allow drilling the ARCO Tabasco No | development oil well to
an undefined oil pool in the Kuparuk River Unit to a producing location which is closer

than 500 feet to a drilling unit boundary.

2. Notice of hearing was published in the Anchorage Drily News on July 29. 1995 pursuant
to 20 AAC 25.540.

3 No protests to the application were received.
FINDINGS:
1 The ARCO Tabasco No | well as proposed will be drilled as a deviated hole with

a surface location of 240" from the south line and 556’ from the west line of Scctic i I,
T1 IN. R8E, Umiat Meridian (UM) and a bottomholc location of 90' from the north
line and 893' from the cast line of section 11. T| IN. R8E, UM.

2. Offset owners BP Exploration (Alaska) Inc., Chevron U S A. Inc., Exxon Company
USA.. Mobil Oil Corporation and Union Oil Company of California have been duly
notified.

4 An exception to 20 AAC 25.055(a)(3) is necessary to allow drilling of this well.

CONCLUSION:

Granting a spacing exception to allow drilling of the ARCO Tabasco No. | well as proposed will
not result in waste nor jeopardize correlative rights



Conservation Order No. 361
August 1G, 1995

NOW, THEREFORE, IT IS ORDERED:

ARCO Alaska, Inc.'s application for exception to 20 AAC 25.055 for the purpose of drilling the
Tabasco No. | well is approved as proposed.

DONE at Anchorage. Alaska and dated August 16. 1995.

Russell A. Douglass, Commission
Alaska Oil and Gas Conservation Commission

fuckcrman Babcock, Commissioner
Alaska Oil and Gas Conservation Commission

AS 31.05 080 provides that within 20 days alter receipt o f written notice of liic entry of an order, a paam affected
by it may file with the Commission application for tchcanng A request for rehearing must be received by
4:30 PM on the 23rd day following the date ofthe order, or next working day if aholiday or weekend, to be timely
filed The Commission shall grant or refuse the application in whole or in put within 10 daw Ihc Commission
can refuse an opplication by not acting on it wiihin the 10-day period An alTcctcd pason has 30 days from the
date the Commission refuses »hc application or mails (or otherwise distributes) an orda upon rehearing, both
being the final orda of tlw Commission, to appeal the decision to superior Court Where arequest for rehearing is
denied by nonaction of the Commission, the 30-day penod for appeal to Supaior Court runs bom the date on
which the request is deemed denied fi ¢ . 10th day alter the application for rehearing was Hlo.11




STATE OF ALASKA
ALASKA OIL AND GAS CONSERVATION COMMISSION
3001 Porcupine Drive
Aanchorage Alaska 99501-3192

Re. THE APPLICATION OF STEWART Conservation Order No. 359

PETROLEUM COMPANY for an order

granting an exception to the spacing Stewart Petroleum Company
requirements of Title 20 AAC 25.055 West McArthur River Unit No. |1A
for the Stewart West McArthur River Unit

N N N N N N

No 1A development oil well. August 14, 19%5

IT APPEARING THAT:

1 Stewart Petraleum Company submitted an application dated July 10. 1995 requesting
exception to 20 AAC 25.055(a)(3) toallow drilling the West McArthur River Unit No. 1A

development oil well as the second well within a drilling unit to produce oil from the West
McArthur River Oil Pool.

2 Notice of an opportunity of public hearing was published in the Anchorage Daily News on
July 14. 1995 pursuant to 20 AAC 25.540.

3. No protests to the application were received

FINDINGS:

I Stewart Petroleunts West McArthur River Unit No. 1A well as proposed will bea
deviated hole drilled from a surface location 2871' from die south line and 1351 from the
west line of Section 16, T8N. RI4W, Seward Meridian (SM) to a bottom-holc location
1793”from the north line and 1710 from die cast line of Section 10. T8N, R14W, SM.

2 Offset owner Union Oil Company of California has been duly notified.

3 An exception t0 20 AAC 25.055(a)(3) is necessary to bring this well into compliance with
statewide rules governing well spacing and drilling units

CONCLUSION:

Granting a spacing exception for die West McArthur River Unit No 1A development oil well will
not resuit in waste nor jeopardize correlative rights



Conservation Order No. 359 Page 2
August 14. 1995

NOW, THEREFORE, IT IS ORDERED:

Stewart Petroleum Company’s application for exception to 20 AAC 25,055 for the West
McArthur River Unit No. 1A well is approved as proposed.

DONE at Anchorage. Alaska and dated August 14, 1995,

fajckerman P thoock, Commissioner
Alaska Oil and Gas Conservation Commission

AS 31 OGS 080 provides dial within 20 dap alter receipt of written notice of the entry of an orda, a person affected
by it tnay file with Uic Commission an application for rehearing A request for rehearing must be received by
ML.30 PM on the 23rd day following the date of the order, or next working day if a holiday or weekend, to be timely
filed. IThc Commission dull grant or refuse die application in whole or in part widtin 10 days. The Commission
urn refuse an application by not acting on it within d<c 10-day period. An affected person has 30 days from the
date the Commission refuses the application or mails (or otherwise distributes) an order upon rehearing, bodi
being die final order of (he Commission, to appeal the decision to Superior Court. Where a request for rehearing
is denied by nonaction of die Commission, the 30-slay period for appeal to Superior Court runs from the date on
which the request is deemed denicd fi e . 10th dav alter the .unification for (cheating was tiled 1




Notice of Public Hearing

STATE OF ALASKA
Alaska Oil and Gas Conservation Commission

Re:  Tho application of STEWART PETROLEUM COMPANY for exception to 20
AAC 25.055 to allow drilling tho WEST McARTHUR RIVER UNIT No. 4

exploratory oil and gas well.

STEWART PETROLEUM COMPANY by letter dated August 23. 1995 has
requested an exception to the provisions of 20 AAC 25.055(a)(2) & (3) for the drilling of
an exploratory oil and gas well in the West McArthur River Unit, in the Cook Inlet.

The exception would allow Stewart Petroleum Company to directionally drill tho
West McArthur River Unit No. 4 exploratory well to a potentially gas productive location
that is closer than 1500 feet from a section line. The well is also projected to encounter
a socondary oil target within 500 feet of a quarter section line. The proposed surface
location is 2026" from the south line and 1974' from the west line (FWL) of Section 16,
T8N. R14W, Seward Meridian (SM) and tho proposed bottom-hote location is 1088’
from the north line and 200" FW L of Section 22, T8N, R14V', SM.

A person who may be harmed if the requested order is issued may file a written protest
prior to 4:00 PM September 14, 1995 with the Alaska Oil and Gas Conservation
Commission, 3001 Porcupine Drive, Anchorage, Alaska 99501, and request a hearing
on the matter. If the protest is timely filed and raises a substantial and material issue
crucial to the Commission’s determination, a heanng on the matter will be held at the
above address at 9:00 am on September 29, 1995 in conformance with 20 AAC
25.540. If a hearing is to be held, interested parties may confirm this by calling the
Commission's office, (907) 279-1433 after September 14. 1995. If no protest is fitod,
the Commission will consider tho issuance of the order without a hearing.

If you are a person with a disability who may need a special modification in

order to comment or to attend tho public hearing, please contact Diana Fleck at 279-
1433 no later than September 25,1995.

I
Maska Oil and Gas Conservation Commission

Published August 30. 1995



NATURAL RESOURCES

AOGA Briefing Paper
Leasing Policy
November, 1994

A predictable and dependable oil and gas leasing program is essential to the continued vitality of the
oil industry in Alaska. Companies that might be interested in investing in Alaska need a dependable
leasing program so that budgetary and manpower commitments can be made to effectively evaluate
lease areas and prospects.

Desired Action: The Commissioner o fNatural Resources, hey managers o fthe Division ofQil
and Gas, and industry representatives shouldjointly participate in a leasing policy work session
to identify areas o fagreement on ways to improve and strengthen the state's leasing program.

Benefit to State A predictable oil and gas leasing program allows the state, public, local
governments and the industry to efficiently plan for oil and gas related activities and fiscal

expenditures.

Significance: The future expenditure of exploration dollars and the drilling of exploration wells is
dependent on the financial and logistical planning of lease sales within the state. Companies arc
competing on a worldwide basis for exploration dollars and a reliable and consistent leasing program
will enable companies to evaluate opportunities in Alaska.

Background: The state has a Five-Year Leasing Program in place since 1979 and has held over 36
sales under this program. The sale areas arc concentrated on the North Slope and Cook Inlet. There
has been a rather hesitant leasing program in these areas over the last 9 years. This is in no way the
states fault, in that external events have largely shaped when lease sales will occur. The
strengthening of this program along with supplementing the system with exempt sales and a
supplemental exempt system will allow for more options in making state lands available for leasing.

There is a window of opportunity for leasing in the different areas which is driven by the companies
economics and the prospects available. To supplement the leasing program exempt sales should be
offered to allow for no more than one year to pass between offerings in an area. In areas where bids
arc received exempt sales should be used to supplement the Five-Year Leasing Program.

An optimum leasing program would include a mix of successful policies and practices aimed ata
goal of providing new leasing opportunities annually. ITtc mix would include planned sales under
the Five-Year Plan, supplemented by both Annual Exempt Sales and some form 0f Supplemental

Exempt Sales.

The State's Five-Year Leasing Program is the cornerstone of oil and gas exploration in Alaska. A
joint effort of the industry and the state in improving lines of communication with each other and
the public about the implementation of SB 308 in planning and holding lease sales will benefit

everyone.



Alaska's Leasing Program could be strengthened through the following:

<= Arcawide Best Interest Findings: The preparation ofArcawide Best Interest fundings would
shorten the time and work now undertaken to hold a lease sale. The amendments to Title 3ti will
allow the use ofan Arcawide Best interest Findingfor Cook Inlet and North Slope. New and
additional data would he addressed in sale specific Best Interest Findings (in which the
Arcawide Best Interest Finding would be incorporated by reference). Areawide findings arc
extensively used by the Department of Fish & Game, thefederal Environmental Protection
Agency, and other national management agencies, like the Forest Service and Bureau ofland
Management

<= Exempt Oil and Gas Lease Sides. To supplement the lease sale process in Cook Inlet and the
North Slope, exempt sales should be offered in each area where recent leasing has occurredand
where the industry>shows an interest. A 2 to Jyear period is too long to go without offering a
lease sale in areas where there is demonstrated interest The goal should be a minimum of
annual exempt sales.

0 Supplemental Exempt Lease Sides. An addition to the statutory Five-Year Leasing Program
would be a form of supplemental exempt lease sales held at industry requestfollowing the
nomination ofindividual tracts or small numbers oftracts which have been previously offered
for lease under the regular lease sale process andfor which no bids were received. Following
tract nominalions, a 30-day public notice period would allow all interested parties to submit
bids on the nominated tracts. 45 days after the tracts were originally nominated, bids would be
opened and the tracts n ould be offered to the highest bidder.

o Administration of State Leases. Unitization: A model administration program would include
agreement on more objective guidelines for establishment, expansion, contraction, and work
commitments associated with state units. The move toward rationalized work commitments
based on prudent practices w ill encourage early development and production.

Schedule: The Five-Year Leasing Program is scheduled for release in January of 1995. Developing
regulations for supplemental exempt sales could be done in conjunction with the legislative session.

AOGA Briefing Paper November. 1994
Leasing Policy Page 2
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LAPP Resources Inc.
4900 Sportsman Drive
AnchoroQO, Alaska U.S.A.
99502-4169
Telephono +1 <907) 248-7188 Facsimile +1 (907) 248-7278

September 11, 1995

Ms. Annette Krcitzer
Senate Resources Committee

Suite 540
716 West Fourth Avenue
Anchorage, AK 99501-2133

Dear Annette:

Thank you for conducting the last two work sessions on oil and gas statutes, regulations and the
permitting process. 1have received your FAX dated Septcmbei 10 and would like to offer the

following comment.

Page 2, Item 4 of the BIF/Perrnitling Report states that the smaller companies do not see much
problem with a three-year (instead of five-year) time line on the State’ leasing process. | be-
lieve that the Alaskan independents arc still poorly served by even a three-year time line. We
often cannot get the land which we want to explore included in a lease sale. When we find at-
tractive land in a lease sale, we may not be able to secure enough of the play or prospect at any
given sale to attract partners to form a larger joint venture.

As an illustration of the above, | enclose a real-world example of the difficulties encountered by
my company in trying to get any previouslv-offcred acreage from a specific area offered as an
exempt sale or included in an upcoming sale. The earliest our preferred acreage could be in-
cluded in a scheduled sale is July 1996 + Sale 85), and no gjarantccs then! What do we do in

the meantime for three years???

A much more flexible and attractive leasing program, especially for smaller companies, would
be an "over the counter™ type leasing program on acreage of'crcd but not awarded in previous
sales. Notice the "not awarded” terminology will allow the “tate to offer even those tracts
which received bids at previous sales, but were cither not eventually awarded, or were awarded

and later surrendered or forfeited.

Outside independents looking at Alaska as a possible exploration destination need to sec that
acreage is available at a reasonable cost within a reasonable time frame (measured in weeks or
months, not years), to seriously consider that Alaska is truly "Open for Business".

Thank you.

Sincerely,

David W. Lappi
President
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LAPP Resources Inc.

4900 Sportsman Drive
Ancliorogo, Alaska USA
"9502-4169

Telophone +1 (907)248-7100 Fucolmilo +1 (907) 248-7270

May 21, 1993
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DEPT.OF NATUKAL RESOURCES POOXIOJgMALASKAMAlo-Km

DIVISION OF OIL AND QAS

June 17. 1993

David Lippi

LAPP Resources Inc.

4900 Sporumin Drive
Anchorage, Alaska 99502-4169

Re: Nomination of acreage for proposed Sale 78 Cook Inlet

Dear Mr. Lappi:

The division of Oil and Gas appreciates your interest in die state's oil and gas leasing
program and thanks you for your nomination. Unfortunately, we arc unable to accede to your
request for a separate oil and gar lease sale to be held concurrently with proposed Oil and
Gas Lease Sale 78 (Cook Inlet), in January of 1994. There is insufficient time remaining
before the sale date for this division to complete the necessary research and review and to
adhere to the legal requirements. Nor is there enough time to attempt to include the acreage
in Sale 78. To attempt to hold a sale concurrent with, or to include this acreage in proposed

Sale 78 would mean delaying the sale six to eight weeks.

Under state law, the division must follow certain administrative procedures and adhere to
prescribed schedules so as not to invite legal challenges and unneeded delays to our lease
sales. As a result of our obligation to follow the law and to abide by regulations, the

division's schedule may not always conform to a company's own individual requirements.

Regularly scheduled sales must be included on the state's five-year oil and gas leasing

schedule for at least two years before the sale may be held. Sales exempt from this specific
requirement, such as under AS 38.05.180(d), still require adequate public review and public
notice, as well as a best interest finding under AS 38.05.035 and a coastal zone consistence

determlnadon under AS 44.19 (ACMP).

Exempt sales under AS 38.05.180(w) are functionally sales that rc-offer lands Included in oil
and gas lease sales held within the last five years for which a best interest finding has already
been issued. Sales under this statute can be exempted from the issuance of a new best
interest finding if, after public review, the commissioner determines that no new information
has been submitted that would require a revision of the existing best interest finding. This
exemption, however, docs not relieve the division of its responsibility for proper title review,
soliciting substantive public comment and giving adequate public notioe. An exempt oil and
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gtu lease sale of ihis type would require six to nine months of preparation depending on the
information obtained during the comment periods.

In reviewing your nomination it appears that AS 38.05.180(w) would not be applicable to
most of the acreage you have nominated. A large portion of the acreage included In your
nomination is currently under lease. Half of the unleased acreage indicated was not offered
in either Sales 67A, 67A-W or 76 and therefore would not qualify under this exemption.

This acreage would have to be ofi*red under one of the other exemptions under

AS 38.05.180(d) which are jiflj exempted from a full public review and the Issuance of a new
best interest finding and consistency determination under ACMP. This pioocss would require
twelve to eighteen months of preparation, depending on the information obtained during the

comment periods.

The balance of your nomination was offered in two oil and gas lease sales held just this last
January. Acreage from Sale 67A-W was previously offerer’ as recently as January 1991 in
Sale 67A. DQ&G has offered a total of four oil and gas lease sales within the Cook Inlet
Basin in the last 30 months and is actively preparing for another three over the next three
yean. | believe that this division has done its best in providing industry with ample

opportunities to acquire leases on lands within this region.

Because of this division'! diminished manpower, adding another Cook Inlet exempt sale
would require the deletion of one of the state's currently scheduled sales. Though the
division is Interested in leasing as much acreage as it can in the Cook Inlet Basin, it is
obligated to the public interest and to industry to offer lands in other basins as well. Industry
has devoted substantia] time and resources to evaluating and preparing for these tales. 1 feel
that it would be unreasc-able to forego opportunities to offer acreage In other prospective
areas in order to give some companies a third or forth shot at the same acreage in the Cook
Inlet. However the area you have nominated will be considered when the division selects
acreage to be included in proposed Oil and Oas Lease Sale 85 (Cook Inlet), scheduled for

offering In July 1996.
If you have any questions you may contact our Lease Sales Manager, Jim Hansen, at

762-2588.

Sincerely,

director






Juneau schedule for CDQ delegation

W ttineadayJV larth L 1995

7:30 a.m.

Morning

1:30-2:30 p.m.

3-3:15 p.m.

3:30-4:15 p.m.

5-6 p.m.

6:30 p.m.

Organizational breakfast
Coffee shop, Barattof Hotel

Free for individual appointments with legislators or
other business

(ADF&G’s Citizens Advisory Committee on Federal
Legislation Reauthorization will meet 9:30-noon at Fish
and Game)

House Finance Committee

Chaired by Rep. Mark Hanley of Anchorage and Rep.
Richard Foster of Nome

House Finance Room, Capitol Bldg.. 5th floor

Gov. Tony Knowles
Governor’s office, Capitol Bldg., 3rd floor

Senate Resources Committee
Chaired by Sen. Loren Leman of Anchorage
Butrovich Room, Capitol Bldg., 2nd floor

House Special Committee on Fisheries
Chaired by Rep. Alan Austerman of Kodiak
House Resources Room, Capitol Bldg., 1st floor

Legislative Seafood Reception
Featuring;
Norton Sound king crab (Norton Sound Crab Co.)
Norton Sound king salmon (NSCC)
Rockfish fillets (YDFDA, Sahalee of Alaska)
Pollock fillets (NSEDC, Glacier Fish Co.)
Pink salmon fillets (NSEDC, Glader Fish)
Cold smoked king salmon (NSEDC, Glacier Fish)
Silverbow Inn, 120 Second St., downtown Juneau



BRISTOL BAY PERMIT
BROKERAGE AND SALMON

FISHING PERMIT
PRESERVATION PROGRAM

Salmon are the lifeblood of die region, bccaust
of the continuing slide in salmon prices, many
fishermen face serious economic hardship and
possible seizure and sale of their limited entry
fishing permits by the IRS BBEDC provides
intervention, tax counseling and financial
management training As an intermediary
between the IRS, loan institutions and permit
holders, BBEDC has been effective in stopping
the loss of permits due to IRS seizures and loan
defaults. The Bristol Bay Permit Brokerage,
Inc was formed in early March, 1994 and is
currently conducting business The Brokerage
assists with buying, selling, leasing and trans-
ferring of commercial fishing permi's The
Brokerage manager, Bernice Hcyano, also
assists Bristol Bay residents who need assis-
tance and advice with IRS tax obligations, boat
loans or permit payments. BBEDC’sgoal is to
help people keep their Bristol Bay permits and
ensure that these permits stay in the region
Since the limited entry salmon fishing permit
system was established by the State of Alaska
in 1975, the Bristol Bay region has lost nearly
one quarter of the permits to fishermen who
live outside the region Most Bay fishermen
who sold their permits did so because of imme-
diate economic need and having few liquid
assets  The Brokerage currently has the fol-
lowing commercial fishing permits available
Bristol Bay drift permits 16, Bristol Bay set net
permits I, 3 other cislrict permits, 6 boats. 1
skiff, as well as 2 herring seine packages

PRESIDENTS VISION

Il.R. (Robin) Samueiscn, Sr.,
member North Pacific Fishery
Management Council

“The Community Development Quota
program offers a once in a lifetime oppor-
tunity for the Bay. We have seen good
times and bad times in the local salmon and
herring fisheries and recognize the need to
diversify our local economy. While rich in
salmon, our region is very shallow and
icebound in winter, making it impractical to
base Bering Sea vessels here. Through
CDQ, we can now participate in the
nearby groundfish and crab fisheries for
which we have not had the capital or
infrastructure.”

*“Our experience has given us enough
wisdom to realize that although the oppor-
tunities arc endless, wc must maintain a
conservative approach Our Board has
adopted a careful approach, using the
Alaska Seafood Investment Fund to invest
in projects that will remain as sustainable
development Wc will still be here in ten
years, in twenty years, providing jobs, train-
ing and local business development oppor-
tunities for the region. We arc proud of the
good start we have made, and are confident
in our ability *omake a real difference in
the long term ™

Bristol Bay Econom ic
Development
Corporation

"In order to promote economic
growth within the Bristol Bay
Region, it is the purpose ofthe
Bristol Boy Economic
Development Corporation to
return maximum social and eco-
nomic benefits to participating
communities, using the resourc-
es ofthe Bering Sea. "

p 1164
Diil,nc,'0T>». AK Q6576
842-4370

Fc>. v*37) 642-4336



the CDQ Program

BACKGROUND

Bristol Bay Economic Development Corporntion
(BBEDC) was established in 1992, to participate in
Die Community Development Quota program. The
purposed the('1)Q program is to provide develop*
matt to the economically depressed coastal communi-
ties of Weston Alaska through access to fisheries
resources from the Bering Sea. Jobs, economic
development and educational opportunities ore
becoming a reality tluough this program.

The CDQ program allows coastal coimnunitics in
Western Alaska to participate in the Bering Sea
pollock fisheries by formingjoint ventures with an
existing fishing company to harvest, process and
market their catch. BBEDC received 1.5% of the
Bering Sea pollock annual allowable catch (20,289
metric tons of pollock in 1993) for the years 1992-
1995 'lhis was 20% of the quota available in Uic
CDQ program.

The joint vaiturc paitna is Occantrowl Inc., an
Alaska corporation opaating ducc large, slate of die
rrt sunmi trawjas from corporate offices in Seattle
BBEDC and Occanlrawl me true partners, sharing in
Uic profits and Uic risks. BBEDC receives 60% of Uic
total profits from Uic CDQ quota pollock opaations.

JOBS

After two years of Uic program 144 people have been
lured and 33 people have been promoted to hetter

positions and increased salaries on the Occnntrnwl
ships. A total 0fS452,819.00 in factory trawl wages
earned since 1992. An internship program has hcai
established wiUi Ocauitraw! wiUi 2 graduates. Those
seeking employment in Uic region will find new
opportunity’s through Uic anploymcnt and intern-
ship programs. Occanlrawl and BBEDC have
already exceeded their goal ofemploying 120 people
by Uicaid of 1995.

VOCATIONAL/TECHNICAL
TRAINING

uTo date, BBEDC has provided basic and advance
vocational/technical training to 232 residents of the
Bristol Bay nrcu “ Basic and Advanced vocational-
ltechnical training arc major parts of the BBEDC
program. The Basic training offas disadvantaged
individuals improved job skills in oral and written
communications and comprehension, analytical

skill job interview skills and anployce responsibili-
ties. A cultural bridging component is also offered
The Adult Basic Ed «'ation (ABE) Program is nv.iil-
abletoany person who is in need of a High School
Diploma, necd3 counseling to further their education,
improves basic educational and life skills, family
literacy and will make an effort to hire local village
people as instructors/tutors in Uic villages

SCHOLARSHIPS

BBEDC has also established a Scholarship
Endowment using 10% ofits CDQ revenues.
Scholarships ofup to $10,000 arc awarded annually
on a competitive basis. Hicsc scholarships arc
awarded to full time Juniors, Seniors or Graduates in
good standing at fully accredited universities
Applicants arc not limited to specific fields of studs,
but those focusing on fields where anployment is
available in Uic region may be givai prcfcraicc
BBEDC granted S60,000.00 in academic scholar-
ships between 1992 and 1994 Between 1995 and
1996 BBEDC will grant anoUia $60.000 00 in aca-
demic scholarships.

ALASKA SEAFOOD
INVESTMENT FUNI)

ASIMCo., Inc. is the company Uiat was formed by
BBEDC to manage and operate as a corporation to
engage in profit making businesses. ASIMCo., Inc.
stands for Alaska Seafood Investment Managcmait
Company, Inc. BBEDC owns 80% of ASIMCo und
20% is owned by Occanlrawl. BBEDC is a limited
partner nnd is protected from lawsuits nnd financial
liability Uirough Uiis business arrangem nt. 'lhc
purpose of ASIMCo. is to enter into fish related busi-
nesses to divasify BBEDC’s income stream so that wc
arc not totally dependent on CDQ pollock to support
our community devcloprnait program. ASIMCo.’s
hoard is made up oftlircc BBEDC board members and
two from Occanlrawl., An outside director will be
selected by both BBEDC and OccantrawL A manager
has been lured to get ASIMCo. on its feet and start
evaluating a range of business prospects for possible
investments for the board to consida.

LOCAL FISHERIES
DEVELOPMENT

BBEDC is working to develop Uic local fisheries
economy Uirough formulation nnd implementation of a
regional fisheries development plan, active participa-
tion in fisheries manngauent forums affecting the
region, and technical assistance to local fishermen’
organizations. 1f funding allows, the corporation will
also assist in financing criUcal fisheries infrastructure
and purchase or financing of transferable fishing quotas
for groundfish species in U:c North Pacific and Bering
Sea.

HALIBUT/SABLEFISH CDQ

BBEDC has b.cn awarded a CDQ for lialibut and sablcfish in
the Bering Sea / Aleutian Islands Starting in 199S, BUHDe
area rcsiJenls will have Uic opportunity to be trained, and to
participate, in Uigc offshore longlinc fisheries of Alaska this
opportunity will allow BBEDC region residents to Icam new
skills, be paid crew and harvest shares for successful fishing
and create an avenue for residents to break into other fishing
operations



Going
Where
W ork

Villagers find a«<

jobs on ships

By DANIELLE STEVENS |/, /
Daily News business icpoiler /"

Thomas Chikilgak of
Alakuiiuk doesn't want to
leave his girlfriend und
young child for three
months of work on u facto*
ry ship in the Bering Sea.
But there's not much work
hack home, and he’ c-ger
to earn money to support

his family.

So on Tuesday, Chikit-
gak asS ——-——mm——-—————
render- m FISH TALKS:
vousing Halibut, bycatch
with some issues on council
four dozen agenda. 0-2
western ---—--—-————-

Alaska villagers at the An-
chorage International Air-
port to head for the start of
the winter fishing season.
'Tin excited and home-
sick at the same time |It's
hard going out, but we
decided it was (for) the
best for the three of us,”
Chikitgnk said. "Hopeful-
ly, I will be able to make
some money ... to buy a
bigger bed — a really big
bed for the three of us."
Traditionally, the facto-
ry trawler fleets have been
manned by recruits from
the Lower 48. But under a
four-year old Community
Development Quota pro-
gram more and more west-
[N Alaskans a e taking to
the sea. That program vest-
ed associations rcpicsent
ing more than 60 western
Alaska villages with 7.5
percent of the harvest
rights to Bering Seu pol-
lock, the nation's biggest
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tonnage fishery. Those as-
sociations are working in
partnerships with various
seafood companies.

The 41 recruits were
headed for the ships of
American Seafood Co. and
Golden Alaska wunder a
program organized with
the Central Bering Sea
Fishermen's Association
and the Yukon Delta Fish-
ery Development Associa-

tion. It was the largest
at-sea hiring of villagers
yet, according to Donna

Parker, a fisheries develop-

ment official with the
state.

The partnerships give
people like Chikitgak an

opportunity to work when
jobs are scarce in many
villages. After three
months of work. Jacobs es
timated the four dozen
worl rs would collectively

Villagers find work

make $500,000.

The biggest recruiting
success was in the village
of Alakanuk, where about
20 percent of the village
population signed up for
ship work, said Ragnar Al-
strom, a board member of

the Yukon Delta associa-
tion.

"People out there want
to work,” Alstrom said.

"There wj.o tremendous ex-
citement in the village.
One person a'most cried
because he wasn't in the
first batch to go (to An-
chorage). He was so afraid
he'd miss this opportuni-
ty."

The Noith Pacific Fish-
ery Management Council is
considering proposals to
extend the community de-
velopment quota program
to the iate 'U)s at a meet-
ing this week in Anchor-
age.



CDQ

By Thomas Bohn

A Unalakleet fish-proccssing plant
is seeing real action for the first time
in 14 years thanks to investment: in
Uic facility by Norton Sound Eco-
nomic Development Corporation
(NSED%)-. o :
NSEDC is one of sis Bering Strait
region Commu_nitg Development
Quota (CDQ)-cliRible corporations.
The fis qucessing plant, formerl
used by Whitney Seafoods as a fis
icing Staiion. was upgraded to a
ﬁrocessmg facility by NSEDC to
andle the harvests taken by an esti-
mated 120 fishermen, 50 of whom
are based in Unalakleet. ,
The converted processing plant is
now employing 70 persons wotking
three shifts on a production line
where 10,000 pounds of fish are
processed every hour. _
‘We've brought wotkers in from
wllages throughout the region,” said
Frank Johnson, managing director of
the plant's operations. "NSEDC is
renting a building from the local
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Native corporation to house the
workers we've brought in from as far
awaﬁ as Stebbins, Shaktoolik and St.
Michael. It's ai. old bunk house...
and we've even lured a couple of
cooks to provide meals for the out-
oi'-towncrs )

"Wc can't handle the rate of (ish
that arc coming in. here, so some of
our fish get shipped to Anchorage for
custom processing.  We're also
working wiih ; Japanese buyer for
hlglgh-quallt salmon roc.

‘The CD pro%r_am has really been
a blessing to this region because
hefore, no company was wiling to
invest in processing locally. Soa lot
went to waste. The facility we arc
now using served as an icing station
for fish that were shipped to Anchor-

age
gUnIess the fish were shipped out
they had no value, and of course, that
takes the money out of the commu-

nity.”
B>l/Jt wiih the mone&/ earned on har
vests allotted lo NSEDC through the

CDQ program, the local situation is

beginning to change. As of last Fri-

day 350.000 pounds of silver salmon
had been processed in the Unalakleet
lant.
Similar efforts are being pursu'd at
NSEDC's Shakto lik plant. The
Shaktoolik facility iscurienlly being

cspandcd and prepared for fish-proc-

essing capability.

‘The NSEDC approach is different
than some of the other CDQ groups.”
said EuPene Asicksik. NSEDC's
Shaktoolik project development
manager. "Rather than just supply

the fishermen with xiats and equip-

ment, we're attempting to provide
them with self-drive by giving them

as many opportunities as possible.
"On the gmk salmon _ season
alone...June

pating fishermen caught 2.188.842
Pmk salmon, all of which were sold
0 the market NSEDC provided.
Glacier Fish. That whole fishing

operation brought over S-100.IXK) to
local economics in under one
month."

Asicksik pointed out that every,
laxly benefited from the purchasin
power and coordination derive
from NSF.DC's organization.

CDQ

Continued Irompnge 1

purchasing for the fishermen so that
everybody benefits, Take netting as
one example of bulk purchasing: 1
shop around with, say. seven or eight
suppliers until f find ihc best quality
netting at the cheapest price and |

starts UN K fish processing

NSEDC not only provides the fisher
men with a market for thctx catch,
they provide other services as well,
opening up opportunities for small
husinesses.

“For example, 1 work with bulk

Continued on page 3

nci’s heen hung or if Ihcrc's some
defect or if ihcy want some sorl of
customizing... Ihcy can go directly in
thosenethangers inslcadnfhaving in
work through lhc jwst.il service.
"Ami if yon calculate things out,
by gelling together and buying in

7 ¢ July 23. 77 partici-

order it in bulk... I then deliver Ih.il
bulk nctling to local riel hangers.
They hang the ncLs and gel lo main
lain service on those nets and 'lie
local fishermen have the opportu-

up new, localized economic opportu
nitics."

nity, if they don’l like Ihc way the

said Nome joint uuuty system
Manager Joe Murphy. "1-iveCounctl
members were present, as well as the
whole Utility Board, so the proposal
ive irrenrxd i*n«nimnuelv and thr

tot Ippiuval.

Handelan.J also indicated that Op-
erating Engineers Local 302 has
been presented with a revised pro-
rosal and nerotiatmns have been

hulk, we’re cutting the price of net
ling to the fisherman almost in half
and, at the same time, we're opening
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Pollock quoto pays lor fishing school

Young villagers from the Yukon delta learn to jig for rockfish in a program
fueled by Community Development Quota money.
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A new fleet starts up

T | he Bentttle wrnlhermnn win prrdirtinf »smw for (hr litunrhinf party
'h,|  but th; tdidn't bother the follk* millinf (round the Irnrrlift where n
™ brand new ilumintim 32-footer «at in the (trap*. Mod of the

ludirnrr hexd frown up aloof the fterinf Sen nnd wrre fritinf nkirk
oot of Sealtlt'i mrdiu mndnrtn oter the proipert of t frw inrhrn of
February «rt.

The mood wrk< uphertt rlhe froup fathered for the rhrhleninf.
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Flah'rlea Development

Aeace tlon, eponeor «¥
coordinator of the

project. The boala were

huilt from frnda ael aaide
hylirlMnlr Reriny S
harveatera lo he ueed by

varioua villaye (rmnpa lo

ijj& etpand their lonl
Krllh Whiltemnre,

president of Kvirhak

Marine look plesaed, too

lia company wea

hulldiny fire hoata for tilotfrlly a
(roup Kvithak atlrrrd inlrrrat at
laat ye«r'a Fiah Fapo, aghen it
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ahowraaed it* nr* model, the firat of
three hoata hullt for the Aleutian
Prihllof Community Development
Aaaofiation

Three joun( men from lhe Yukon
Della (roup apent the avinter at
Kviehak'a Seattle yard, aahere they
learmed hoalhulldin( and Inpreaaed
Kvirhak personnel aallh their (ood
humor and rjulcknesa. Taaglee more
atndenla aaill he pnlliny to(ether kit
ver»jona of the .lifooler at the
Aaaka Vocational Techinal Trainln(
Onler in Sdaard

The Yupik Fakimo 1'1X) (roup will
aoon haae a amall, aeraalile fleet lo
aaark their water«-ahakin(_herrin(.
polfiahin( for crah. lon(linin(
halih«tji((In(foreod.

With three hnnka in the focede
and a aider pllothouae than lhe
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veraion hull! for the [lerin( Rea M
(roup, the Artlir (Aino-" will roam
from the rod (rounda el | Sewerd lo
Norton Sound. it powrml hy @ \H
hp. 1.(i((er HIM throu(h a Tala Dlac
(ear.
ljiurie Murphy ameahed a hottle
arroaa lhe how and the (leamin(
veaael wea lowered Into Ihe water.
After @ few minuter al lhe dock lo
cheek for leaka, |he hnat wea
apinnin( dou(hnula around the
canal with a derkload ofenlhuaiaallr
Aagkana
—/till Rudolph

Whr Avfrn firf lewVi
brt-f b

aw i
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Atka changing, striving for economic stabilit

By Vorn Obooo

Fishofman stall

Two brand new 12-foot Intigliners passed
through Unal.oka last week on their way lo
Atka. the westernmost fishing community in
Alaska's Aleutian Islands. They will be lying
up alongside a brand new floating dock and
deIivering to a processing plant operated by
Atka Pride Seafoods, a joint venture corpo-
ration formed just lasi week

Ihe liny comiyuniiy of Aika is changing
rapidly as it struggles to achieve economic
stability
1Tie Aleutian I’ribilnf Maud Coiiiiminiiy
Development Association purchased three of

*l£/Ax

the little aluminum boals as part ol an ambi-
tious community development project revived
by Community Development Quoala dollar..
The vessels were developed by Alvin Mer-
culicf. an APICDA hoard member from
St Genrge Island, and built by Kvichak

Marine in Seattle. The hoats are very versa-

tile and can be used to limgline for halibut,
jig for cod. gillnel for hemng, and pot fish
for crab

Total cost for the three vessels, including
electronics, gear, and irarsport front Seattle
lo Atka, was about S51t0.0()0 Two of the
Iscits will be operated by Atkans Ronald Sm-
gamll and Nick Dirks. Die If rd vessel, which
arrived at the island earlier this spring, will

be run by Ronald Dushkin from Nikolski.

APICDA is one ol sis regional groups
formed as a result of the CD(J*. which were
created to ensure that Western Alaska Natives
knefil from fisheries resources in the Bering
Sea. The CDQ groups loaned partnerships
wuh established fishing vessels and seafood
plants lo harvest their allocated share of the
Hermg Sea pollock quota, which amounted
to 7.5 percent in 1993. APICDA rei)resents
the communities of Aika, Akulun, False Pass,
Nelson Lagoon. Nikolski. St. George and
Unalaska.

APICDA jiso provided Atka wuh
52IXMXXI lo purchase a floating dock for the
harbor near the village The dock began ser-

vice a liltlc over a month ago and will allow
fishermen to deliver iheir catches without
having lo bench iheir fishing vessels.

M’s an ingenious duck." said Larry Toiler
of Pacific Associates a Juneau-based consult-
ing firm which provides piofcssional services
lo APICDA. “Bach section can also be sepa-
rated and used as a harge to transport goods."

Colter says that each of the three sections,
measuring about 21 feet hy 12 feet, have
already transported much freight from cargo
trampers In shore in preparation for Ihc hat
ifun season. They can also be hauled up onto
tfie beaches during die winter,

Tlie floating dock is actually only a tern-

See Atka, page 3

Atka
From pago 1

porary solution for Atka fishermen
A permanent multipurpose dock at
Na/an Bay has ken numkr one on

the city's list of e.onomic devel-

opment projects for 10yean But it
was not until retenily that the city
kgan lo seriously look for funds lo
construct the facility, which is

expected to cost more than s3mil-

lion.

Aika City Administrator Mary
Schultheis said that the steel and
concrete dock will provide marine
xcesi for the villagers of Aika as
well as support services, such as
water, fuel, and crew change facil-

ities. for the western Aleutian fish-

ing fleet She hopes dock construc-
tion will start in 1995 and is work-
ing hard to raise enough funds lo
make ihe Broject a reality. “For
Atka. credibility is a real issue," she
sa-d “||‘i a small community. Peo-
ple question our ability to raise
morey

The city received a 550.000
municipal grant from the state for
dock design in 1992. said Sni-
garolf He has asked Ihe stale to

provide them with an additional
5300.000 this year for dock con-
sirucimn. APICDA set aside
5500.000 lor the project earlier
this year

The city isalso hoping to receive
525.000 from the stale lor inc engi-
neering and desi(};n of a wjicr system
fortk dock. "After ik dock n con-
structed. we hope 0 icvelop Water
service and provide fueling for Ihe
small boats." said Schultkts

Eitkrdock gives fiskm-cn eas-
ier access to the small ﬁrocessing
facility on the island, which it alto
undergoing many changes. A
5400.000 grant from the Econom-
ic Development Authority kiped
the newly formed Atka Fitkmun's
Association construct the plant in
1989. said Cotter. Atka Pride
Seafoods, which incorporated just
this wee . will be operating ihe
plant this summer. "The idea is to
provide a stable economic base in
Atka." said Cotter

Last year, said Corter. the Aika
plart processed about 22000
pounds of halibut, which amounts
to two full trips for the diminutive
new aluminum tanglincrt Wuh the
restructuring of ihe halibut fishery
for 1994, Grier hopes that tk Nxan
will he able to bring in about

2<X1.(XX) i0 300.000 pounds of hal-
ibut this summer. To encourageg’
local fiskry, tk Inicmation.il Pacif-
ic Halibut Commission has set
aside 15 percent of ihe area 4B
quota for 12-hour openings each

day. The openings have a tnp limit
nf’10.000

In 1995. said Collet, when the
halibut and sablefish CDQ kgins,
Atkans will have about 450.01X)
pounds available for harvest m area
4B. 20 percent of tk area's harvest
limit.

According to Michael sm-
garoff. Mayor of Atka. the city
"suffers from chronic under and
unemployment and exceedingly
low household income comp 'red
to other communities in the Alcu-
uan/Pnbilof Region." He says that
tlie only full-time jobs are associ-
ated with the school. Fisheries
provide villagers with a source of
Income but are seasonal.

"Without a new dock ami new
employment and business opportu-
nities. there is a very real danger
that Atka will crate to exist at a
community m the kin? run as young
people leave the village to seek
opportunities elsewhere," hr wrote
ma letter to Sen George Jacko ask -
mgq for Slate support



