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NEXT MEETING - CHAIRMAN OLTZ

CHAIRMAN OLTZ: Good morning, and welcome back to the OCS Committee Policy Meeting. We have a couple
of bits of business here. | hopeyou all had an interesting evening. We had a great time in the Gaslamp Quarter last
night. There were several people reveling in the spirit of the holiday season, and after we finished our meal and we
were walking down the sidewalk, we were rather in stark contrast to the assembled multitude there. And somebody
picked up on the fact that we were all dressed in suits and pointed out that we must be white-collar crime.

(Laughter.)
| thought that was appropriate.

Let me remind you of a couple of things we talked about yesterday in terms of speaking closely into the microphone.
Do as| say, don't do as | do, kind of thing, about identifying yourself for the record. But do be sure that you get close
enough so that people can record and can hear what we're doing.

One of the things that isimportant to this committee isthe agenda. There are afew of usthat serve on the Agenda
Committee, and one of the things you'll be asked to do this afternoon isto fill out a questionnaire regarding this
particular meeting and also to make suggestions about things that you would like to see considered for the agendain the
next meeting. And that is very important, and it's very helpful, and it sort of extends the reach of creativity that we have
in putting together a program that is sonmething that is appealing to you as an entire committee, so | encourage you to--
throughout the day here, to be thinking about that because we will ask you to fill those forms out this afternoon.
Thinking ahead to this afternoon, if you look at the bottomof today's agenda, at the Committee Roundtable, the first
item of business hasto do with what the Committee needs to be doing in terms of the limited scope of MM S's OCS
program here in the next five years. You heard yesterday about the 5-year program; you've heard about the politics of
doing businessin moratoria areas, so what isit that this Committee can do.

Now, we had some direction, some implicit direction, maybe, from the Secretary in her responses to the Natural Gas
Subcommittee Report, but also, when we get to that this afternoon, thisis-- thisis just aforewarning to be thinking
about that. What isit that this Committee can consider and keep within its Charter? Thereisabit of business that we
will do this afternoon concerning a Resolution. My understanding, | was told this morning, that there is a new version
of that Resolution, and | think as soon as there are copies available, we will pass that out to you too. So you'll have a
chance to read and digest that before we discussit. Thefirst item of business on the agenda has to do with the next
meeting. We usually rotate meetings between the Washington-Baltimore area and somewhere else out in the outer
reaches of the continent, like San Diego. We have tried to reach acrossto Hawaii and have failed at being able to do
that. So, at least for the next meeting, we need to rotate back into the -- into the Baltimore- Washington area. My
favoriteis Baltimore. | spend enough other time in Washington, but it will be probably during the month of May.

If you have any major conflicts during that month that would prevent you from attending this meeting, signal that this
afternoon, and we'll try to limit the amount of conflict, since we're all going to have conflicts of one kind or another.
But let'slook at the month of May. My vote would be for Baltimore. But we'll see. Any comments on any of that?
Any questions? Not seeing any, we'd like to move into our Congressional/Legislative Update. Thisisawaysa
desirous part of this program because we have a Capitol Hill insider who is very adept at trying to filch out, | guess,
what isgoing oninthe Hill. And Jill Martin isaways welcome, and we appreciate you coming this morning, Jill.
Thank you.

CONGRESSIONAL/LEGISLATIVE UPDATE -JILL MARTIN

MS. MARTIN: Thank you. It'salways apleasureto be here. Canyou hear me? Isthere feedback, or do | need to
move further? Okay. | seeathumb up, so | think | must be doing okay. When Dr. Oltz says a Capitol Hill insider, |
have to be honest and say that | have not been up on Capitol Hill since September the 11th, and | think that if you
polled most every other congressional liaison in the Department of the Interior -- albeit probably the government -- you
would find very few that have been to the Hill since September the 11™. So what I'm going to tell you iswhat, you
know, obviously, | have been able to glean from sources up on the Hill and from the various rag sheets that come out
that keep up with the various goings-on of Capitol Hill. | see by the Agendathat | have about 15 minutes to do this,
and | told Don Oltz -- | said, "I will try to get through thisin 15 minutes. If | take alittle bit longer, please bear with
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me." | will focus my remarks on three basic issues: Comprehensive energy legislation; OCS impact assistance
legislation; and Fiscal Y ear ‘02 appropriations issues, mostly centering on OCS moratoria legislation or issues that
have come out of that bill.

But | think | would be remissif | didn't step back first and talk alittle bit about the 107th Congress. And needless to
say, | think that, by any measure, anyone who thinks about the 107th Congress now or in the future will know that it is
not one that we will likely forget. Inthe span of five months, this 107th Congress, who's barely halfway through its
session, has had two rather transforming events happen toit. Thefirst you may not be as aware of as the second, but |
think it's very important to put thingsin perspective. And that is, that in May of this year, arather Maverick
Republican Senator from Vermont, Senator Jeffords, decided to change his party affiliation from Republican to
Independent. And what that did was set off no less than a seismic shift up on Capitol Hill, particularly on the Senate
side, because the Senate had been evenly split. But because of the way the votes are counted with the pro tem on the
Senate, the Mgjority Leader Pro Tem, the vote count was with the Republicans; they were in the magjority. When
Senator Jeffords changed his party affiliation, that changed, and the Democrats became the majority party. So, this
power-sharing arrangement that they had managed to work out the first three or four months of the session suddenly
went away. And with it, the chairmanships changed, the committee all ocations changed, the priorities changed, the
legislation changed, the agenda changed. And that affected very much alot of legislation that was in the channel, so to
speak, including energy legislation. The Senate has atotally different focus now on energy legislation than it did prior
to May. And that isreflected in Mr. Bingaman's bill. That's 597.

The other thing that happened, obviously, aswe well know, isthe events of September the 11th and their aftermath.
And | don't think | can emphasize enough how much that changed things on Capitol Hill. It changed it for all of us, but
-- and in a sense, think of Capitol Hill as a microcosm of this country, and it affected it in a very physical way, asyou
well know. They had to evacuate the Capitol on September the 11th, and then when Mr. Daschle received the letter
with Anthrax, it closed down the Capitol for awhile, and certainly it's even kept office buildings up there closed for a
lot longer than people ever suspected, and certainly the Anthrax threat in reality up there is greater than anything
suspected, because there isalot more buildings and locations affected. That has affected physically the way they can
do business. But the other thing that it did, really, was | think twofold: It certainly shifted their focus from what they
were looking at prior to September 11th to post-September 11th, and the kinds of legislation that was important
September 10th suddenly took a backseat to the realities of September the 11th. So things like energy legislation, which
was moving along -- even though it wasn't moving as quickly in the Senate as some would have liked -- suddenly
became a second-tier issue at best. And thisfocus has now shifted to counter-intelligence, counter-terrorism, homeland
security, and economic recovery, because, among other things, as you well know, what this event did was not only a
terrorist act, but it also further undermined our economic recovery that we were hoping we were undergoing.

So now Congress has totally shifted its focus to those kinds of issues and, in the meantime, they are trying to do
business literally out of briefcases and in broom closets and off site because they can't get back into their buildings,
their office space, some of them, to do business even though the Capitol is open. So, the Capitol is functioning, but that
vast morass of staff and agencies and things like that, that you need to support the business that goes on, on Capitol

Hill, has truly been disrupted, and | think it will be for some time. The other thing that -- that | think happened up there
was certainly it turned what had kind of been a bickering, bipartisan Congress up to that point into not just a bipartisan
Congress, but a nonpartisan congress in terms of the things that it wanted to get accomplished; again, turning to
homeland security issues, aviation security, infrastructure security, counter-terrorism laws, things like this, economic
stimulus package.

These are the things that currently either that have been passed by Congressin avery short period of time or that will
be passed by Congress prior to them getting out. Now, the question iswhen are they going to get out? | don't know.
They have a continuing Resolution that, you know, kind of funds the government until they get through with the
government's business, until November 16th. And | think the general feeling is that they would like to be out by
Thanksgiving. So here we are at November 1st, and, you know, you have 15 days, theoretically, to get your business
completed unless you give your self some moretime, but | think the general consensusiswe will -- we will see them
wrap up their business in the next three weeks, probably no longer than the next three weeks. So where does that put it
in terms of legislation that's of interest to MM S? Well, thefirst is the Comprehensive Energy Legislation and, as
Walter Cruickshank said, the Senate very likely will not pass Comprehensive Energy L egislation this session. Senator
Daschle, who isthe Mgjority Leader now, has basically said, "Y es, that is second-tier legislation.



What isreally important to the Senate right now is getting all 13 appropriations bills conferenced and passed and sent
to the President; getting an economic stimulus package through; probably finalizing aviation security -- which |
understand they're supposed to vote on tonight; and maybe some fast-track trades authority, but my guessis that may
not happen either. | don't know. So, those are -- those things are kind of hanging out there, so energy probably will not
be taken up until the beginning of the next session sometime in probably, you know, February, March is when we'll
probably see these things start moving. Now, energy certainly is high on the administration's priority list, and there has
been a steady drumbeat over the past couple months from the Secretary of Interior, from the Secretary of Energy, from
the President himself, from his Legislative Staff, saying to the Congress, "We need, we want, we have to have an
energy bill before we leave." Now, as much as the Congress has worked closely with the President on alot of these
issuesthat | just discussed, | just don't see the Congress getting to the point -- or the Senate -- of passing an energy bill
at this particular point in time.

There are too many contentious issues that are still out there with regard to an energy bill. And, of course, one of the
most contentious isthe ANWR provision. The House passed a bill that had ANWR init. The Senate, probably before
May, when the majority party changed, would have gotten maybe a bill out of committee or either onto the floor that
may have had a ANWR provision debated. But when the Democrats took over, the Democrats made it pretty clear that
thereis not going to be an ANWR provision in any bill that they put together, among other things. And so, as the events
of September 11th unfolded, and energy still was a high priority, the Senate Energy Committee was still thinking about
marking up a comprehensive energy bill. But, once September 11th happened, and they wanted to kind of come
together in this bipartisan fashion to pass | egislation that they needed to pass and to look like -- and to give a united
front -- which | think, quite frankly, was very important to this country to present a united front -- they did not want to
address legislation that would be divisive.

And the Mgjority Leader, | think, determined that energy legislation, the way it was going, was going to be divisive,
and he didn't want that. So, he asked Senator Bingaman to put together an energy package that could be possibly ready
for the Senate floor prior to them getting out. Well, as Walter said, Senator Bingaman is still working on that
legislation because, in addition to not having, again, you know, staff and office and things like that -- the things you
take for granted when you try to put together a bill -- he is also working with three other committees of jurisdiction, and
I hope, you know, trying to pull together afairly comprehensive package.

Because of overlapping jurisdiction, that's alittle bit more complicated than just a single chairman trying to move a
piece of energy legislation. The Republicans would probably tell you different; that energy legislation is not going to be
moved this year because they had the votes for ANWR in committee; they didn't want an ANWR vote; they didn't want
adivisive floor issue, and so ANWR is probably what killed energy legislation for thisyear.

Who knows where the truth lies? But the fact is, isthat | don't see-- | don't think we're going to seeit thisyear. | think
what they will turn their attentions to and probably will get passed is energy infrastructure security legislation, looking
at tightening -- getting money for energy infrastructure purposes, making sure that those are safe from possible
terrorists actions. | think that bill probably will move. The second thing is OCS moratoria and our FY ‘02
appropriations process. MMS, again, | think, did very well inits appropriations process. It got basically the monies
that it was asking for to carry on the activities that the Administration and the Congress obviously deemed to be
important activities, and that is going about the business of providing a portion of energy for this country. And so our
budget reflected that.

In terms of the moratoria part of our FY ‘02 hill, the bottom line probably is pretty much that the moratoriathat have
been in effect for the past few years got rolled over again, so we're basically looking at the same areas being under
moratoriathat have been under moratoriafor the past number of years, and that are part of the Presidential withdrawal.
Now, that's not to say there weren't alot of permutations along the way. If you look back and you read through the
pagesthat | put together for the OCS Policy Committee Booklet for you all, you will notice that on the House side,
Senator -- excuse me-- Representative Scarborough and Davis were instrumental in delaying Lease Sale 181 until
April of 2002.

It wasn't even that close avote, interestingly enough. So they were successful in making sure that that sale got delayed.

So when the bill went over to the Senate to be considered, the question was, "What was the Senate going to do? And to
put thisin some kind of, you know, chronology, | guess, the bill went over about the time that Secretary Norton
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decided to significantly reduce the sale size of 181, taking it from about 6 million acres to about one and a half million
acres, eliminating that portion off of Florida, and basically keeping it about a hundred miles or so off of Alabama.

So, when the bill went over to the Senate side, the Senate basically |eft the moratoria language the way it originally had
been; that was, no money shall be expended to, you know, hold a lease sale outside of the Sale 181 area. That was not
good enough for Senator Nelson from Florida, so Senator Nelson offered an Amendment on the floor to basically
parallel the Amendment that Representative Scarborough and Davis were successful in getting on the House side.
Interestingly enough, that Amendment was tabled on afairly significant vote, meaning it failed 67 to 33. So, here on
the House you have afairly significant vote one way, and on the Senate, you have afairly significant vote the other
way. Andthen, of course, the events of September 11th happened, and maybe even without those events, what
ultimately happened was that the sale language stayed the same as it alwayswas. And that is, that the Department can
move forward with the sale, can hold it in December, and the Sale 181 area will be the areathat can be offered; nothing
outside of that area.

Thereis one other small tweak that happened on the Senate side that ultimately got incorporated into the Bill, and that
isthat Senator Kerry from Massachusetts was instrumental in getting the word "Pre-lease” added to some of the
restrictive language in the Appropriations Bill, that part of the language that dealt with areas pretty much that were
under administrative withdrawal. And so there isfour sections of the bill that deal with various moratoria: Section 107
isthat section that references President Clinton's withdrawal actions and so now, every section of the moratoria
provisionsin the bill basically prevent the Department from undertaking pre-lease, leasing, or related activities. So now
everything iskind of equal. And | think that's what Senator Kerry was hoping to do, was bring some parity there. The
third thing that I'll mention briefly is OCS Impact Assistance Legislation, because | know this has always been of high
interest to this Committee, and from the discussions yesterday, obviously, it's still of high interest.

And as you recall, last year, Impact Assistance Legislation, | think. Had alot of legs; you know, there was even a
chance that we were going to see some freestanding legislation. At the end, it wasrolled into both the Department of
the Interior Appropriations Bill and a Department of Commerce Appropriations Bill. The Interior Bill kind of set up
the basic program, and then the monies for OCS Impact Assistance, which was 150 million, were basically funneled
through the Department of Commerce's Bill. And the Department of Commerce has spent, | guess this past year,
basically, putting out -- putting its program together, getting plans that states, and will, | guess, at some point in the
next few days or weeks, be distributing to the seven coastal states the monies, the 150 million dollars, that was set aside
in the Fiscal Year ‘01 Department of Commerce Appropriations Bill. So that now those states will be free to use those
monies. The bad news isthat, unfortunately, neither the Administration nor, to my knowledge, the Congress has added
any monies or requested any moniesfor ‘02, for Impact Assistance under that program that was set up last year.

So, while on the one hand you get money this year, you have no guaranteed income stream which was-- which was, |
guess, one of the major components of CARA legislation, and that was that you had kind of this permanent, definite
appropriation, at least, for anumber of years that would guarantee the producing states a certain level of income that
they could depend on. So, how we see again, last year you get some; this year, it looks like you're not going to be
getting some. And | am -- | have to say that, given the monumental shift that occurred September the 11th, and the fact
that this country is now probably going to be going into deficit spending for the next few years, to deal with all the
kinds of things we need to deal with as a nation, that probably Impact Assistance Legislation will be even harder to
pass, becauseit will have acost to it. That's not to say it will be necessarily impossible, but it will be, I think, very, very
hard to pass.

That certainly hasn't stopped folks on the Hill who believe very strongly in Impact Assistance Legislation, like Mr.
Murkowski, Don Y oung, Senator Landrieu, people like that, who have basically reintroduced these bills, and even on
the House side, an Impact Assistance Bill has made it out of Committee. And it isvery much like the bill that passed
last Congress. But its statusis uncertain at thistime. | couldn't even begin to fathom or tell you what | think might
happen toit, so | guesswe'll just have to kind of wait and see. With that, | think I'll probably -- oh, let me just mention
one more thing because Senator Landrieu did introduce a bill fairly recently. It's called the Energy Infrastructure
Security Act. It's Number 1592. And again, you can tell thisiskind of a post-September 11 title and bill. And what
thisbill basically doesisit takes 50 percent of all OCS oil and gas revenues and putsit into this Energy Infrastructure
Security Fund. 70 percent of that fund would go to the Secretary of Energy to provide assistance to statesin terms of
implementing state energy infrastructure security plans.



And | think they calculate that at about 1.6 billion dollars. Y ou know, 30 percent of the fund would go to the Secretary
of the Interior to basically dole out to the seven producing coastal states for energy infrastructure security activitiesin
their coastal zone, and that would probably equate to about 675 million if you looked at, say, FY 2000 dollars. Now,
60 percent of that money would be shared equally by those seven coastal states, and then 40 percent of that money
would be based on proximity to production. So, in asense, the other thing that | think isimportant hereisthat the
funds can be used for activities that basically secure energy infrastructure securities facilitiesin the coastal zone and
support any necessary public activities that are needed to maintain safety and to basically, you know, ensure the
generation of the infrastructure. Now, restoration of Louisiana coastal wetlands, as specifically articulated in the bill,
as being an acceptable use of the funds. So, in a sense, what we're kind of seeing is alittle bit of an OCS Impact
Assistance theme running through this, although it definitely has an energy infrastructure focus.

Again, I'm not sure what's going to happen with this bill. We may or may not see some movement, but it's doubtful
that it's going to be anytime real soon. So, with that, | think I'll wrap it up, and, you know, take any questions, if there
areany, from folks.

CHAIRMAN OLTZ: Thank you very much, Jill. Arethere questionsfor -- Mr. Kelly.

MR. KELLY: Kelly, Offshore Support Industry. Jill, going back to your comments about Senator John Kerry's action
with respect to pre-leasing activities, | don't know how many of the -- of the members of the Policy Committee are
aware of the excitement that our action -- that the action that we took at our last meeting caused on Capitol Hill,
particularly with respect to the pilot projects that we talked about and recommending funding support for MM S to work
with the states and local governments on -- and to gather some seismic datato look at the possibility of whether there
might be some pilot drilling in moratoria areas.

But, when | read about Senator Kerry's action, | wasn't certain whether that action was directly focused on what we did;
whether, by making sure that there wasn't funding for pre-leasing activities, he was really aiming at the kinds of pilot
projects we were recommending, and so what | would like you to-- maybe you could tell the Committee about
anything else that happened as aresult of our Resolution concerning the recommendations of the Natural Gas
Subcommittee at the last meeting and whether or not Kerry's action might have been something to do with this.

MS. MARTIN: Well, | have to be honest. We didn't talk to Senator Kerry's staff, so I'm only probably speculating
here, but | think there were anumber of events that were occurring: Y ou had a new administration coming in; you had
people wanting delegations as well as, you know, members from various states wanting some kind of reassurance on
OCS moratoria issues, where the administration stood with that in terms of the presidential withdrawals. Y ou had
obviously the Resolution that came out of the Policy Committee that was being considered by the Secretary that | think,
quite frankly, was probably misunderstood by alot of people, simply because | think sometimes when you say the word
"OCS," and no matter what you put before or after it, it raises ared flag with people.

So | think, yeah, certainly your actions may have had something to do with that. And | think what -- what this does,
really, when you put the word "pre-lease" in front of this, just like you did with the other sections of the moratoria, pre-
leaseis one of those words that is specifically related to |ease sale-related activities, which means you have to have a
lease sale on a 5-year schedul e before you are prohibited from undertaking any, quote, "pre-lease activities," like calls
for information developing EISs, thingslike that. So | think Senator Kerry was just wanting to make sure that his part
of the world was covered like everybody else’s part of the world. And who knows what he may have ultimately
wanted out of this, but, obviously, | think the word "pre-lease" must have satisfied him in theend. So, given that there
are no lease sales, you know, in this 5-year plan, nor are there any planned in either the Mid or the North Atlantic, the
word "pre-lease," in a sense, does not have any kind of effect on us as an agency in what we do.

But if it gives people a certain comfort level, then probably that's avery positive thing from his standpoint. The other
thing, | think, that was going on was, like Carolita mentioned earlier -- was putting out in "Commerce Business Daily"
thisrequest for bids on doing the contract for the synthesis study; that people certainly misunderstood what that could
mean because, again, the word "OCS" wastied to it. And it'samost thisfeeling of, whoa, it's -- you know, the camel's
nose under the tent, you know. If you even want to do a study, then what are you going to do next? Are you going to
lease or explore or drill without us having any kind of input or say into it? So think it was just acombination of alot
of things. Certainly the Policy Committee recommendation was one of those.



CHAIRMANOLTZ: Bruce.

MR. VILD: Vild, Rhode Island. The pre-lease prohibition that you are talking about would not apply to the
environmental studies program, would it?

MS. MARTIN: No, it does not. It specifically isvery |lease sale specific.
CHAIRMAN OLTZ: Mr. Caldwell.

MR. CALDWELL: First | want to commend Jill on her very accurate and perceptive report on what has been going on
in Congress with reference to coastal impact assistance and the other matters. Particularly, | would like to say it was
my honor to work on the Energy Infrastructure Bill with Senator Landrieu and her staff, and on behalf of the State of
Louisiana, | want to express a deep gratitude to the Department of Interior and the staff who worked with us on that bill
in the Energy Committee while it was there. But before anything could be completed and worked out in Committee,
Senator Daschle took jurisdiction.

MS. MARTIN: Right.

MR. VILD: But | will never forget the help we got from the Department of Interior at all levels, and | wanted to
express that for the record.

MS. MARTIN: Thanks.
CHAIRMAN OLTZ: Thank you. Thank you, Jill. | appreciate that.
MS. MARTIN: Thanks.

CHAIRMANOLTZ: We have apanel upcoming on areview of the MM S different regions John Goll, Chris Oynes,
and Lisle Reed coming to the panel. John, did you draw the short straw? Are you the number one man?

MR. GOLL: | guessthey always go alphabetical, or by size, at least areawise.
CHAIRMAN OLTZ: Go right ahead, John.

MMS REGIONAL UPDATES

ALASKA REGION - JOHN GOLL

MR. GOLL: My name is John Goll, and -- where is the clicker? I'm the Regional Director with the Minerals
Management Service, Alaska Region. And I'll be giving you, again, an overview on some of the activitiesthat are
occurring up in the north part of the country. | always, again, put up this here just to put things in perspective. You
saw alot of these graphs yesterday. Production from the North Slope going through the TAPS line has leveled off at
around 1 million barrels a day, again down from a high of 2 million.

But, again, thisisagood reminder of how much things have decreased up there. And the goal isto try to maintain this
level up hereto at least level off, and, you know, that's one of the goals. Today I'll be going through a number of
topics, looking at Northstar, Liberty, and some other projects around the state, and talk alittle bit about our 5-year
proposals, some help we're giving the Bureau of Land Management on NPRA, the gas line, minerals, and awhole
number of things, but try to do thisrelatively quick. The -- again, putting thingsin perspective with regard to the North
Slope, in whole, and the offshore program, this map is not totally up to date. Last week, the State of Alaska did have a
lease sale on the North Slope of -- state leases are in yellow here on this map. So there is some that have been
relinquished and some more that have been picked up, but it isfairly -- it's fairly close to, you know, what we have.

Just quickly, to orient, the yellow, again, is State of Alaskaleases. The coastlineisroughly here (indicating), so, as you
can see, between Colville River, which is the border of the Arctic National Wildlife Refuge and -- pardon me -- the
Canning River and Colville River over here (indicating) which is off of the National Petroleum Reserve. Pretty much



al of the state waters have been leased. There-- again, | think there are some holes that have been relinquished, but
thisis pretty close. The push has been more to the south. There is some of these new leases here (indicating), which
arein red on this because of arecent sale -- last year, actually, this-- thisisthe one | think from last -- pardon me-- last
year earlier. There has been some companies interested in coming towards the Brooks Ranch for gas. 1n the National
Petroleum Reserve, again, the sale occurred in this area (indicating), and the green hereis Arctic Slope Regional
Corporation leases, which is the native corporation of the North Slope.

Over herein ANWR, and | believe thereis afew here north of Nuiqgsut. With regard to our offshore |eases, we have
the lowest inventory we've had, | think, in our history. We're down to somewhere in the 60's with regard to leases, so
it'sprimarily, again, these few here off of Prudhoe Bay and that area. I'll talk alittle bit about Northstar. Again, hereis
Prudhoe Bay and Northstar, which is a State of Alaska Federal Joint Project. The project itself is within state waters.
And I've briefed you before on this. | can say now that the island was completed. The production modul es were sea-
lifted this past summer, and wells are being seasonally drilled because of the clean-up issue connected with broken ice.
BP agreed to only drill during the solid-ice season, not during the summer, and not when the ice was broken, so it is
slowing things down alittle bit. But they are any day now, as Tom Kitsos mentioned yesterday -- we are expecting the
first production to start. The moduleswere built in Anchorage, which, again, was avery good economic stimulus for
the State of Alaska.

And major parts, including the pipeline, were built by subsidiaries of Arctic Slope Regional Corporation, which, again,
isthe native association up in the North Slope. Briefly, on Liberty, which is the second development project that we
are now reviewing, it isjust about six, seven milesto the east of Endicott, which is another offshore facility in state
waters, which has been producing for about 15 yearsor so. It iswithinthe Barrier Islands and relatively shallow
waters, unlike Northstar, which is beyond the barrier islands. And, as |'ve mentioned at other meetings, we have been
doing an Environmental Impact Statement over the last, really, three years we've been working on it, and we're aiming
towardstowrap it up. Thereisanumber of issues, of course, connected with the pipeline, theisland itself, the
Bowhead Whale issues, and other things of that nature. The Corps of Engineers and the Environmental Protection
Agency are cooperating agencies, and then the Fish and Wildlife Service and the National Marine Fishery Service, the
State of Alaska and the North Slope Borough have all been participating and have seats at the table for this
Environmental Impact Statement.

We are hopefully in the last throes of completing the final EIS. We received thousands of comments again, as
mentioned yesterday. With the 5-year plan, there were certain e-mails that we received that all read very much the
same from different groups. And we're now going through all the comments that we've received, and we hope to have
the Final Environmental |mpact Statement completed by February-ish, you know, inthat time frame. One of the things
| did want to mention -- | don't have it on the slide -- but for both Northstar and Liberty, we are doing monitoring. We
have several environmental studiesthat are going on in those areasto try and assess the cumulative impacts that might
be happening and to watch the monitoring so that we know what's going on at the two sites. We started these projects
before Northstar wasin, and definitely, of course, before Liberty wasin.

The North Slope Borough is represented on the Scientific Review Board of these studies, and we again ook to using
those things to make sure that the activity both at Northstar and Liberty and any future development again will be done
safely and that we know what's going on. The -- likewise, British Petroleum is doing noise studies for Northstar
through the National Marine Fishery Service requirement for their incidental harassment authorizations. They are
essentially doing monitoring to assess, again, are the whales being affected as they migrate past the Northstar site. One
other project that | was going to mention at our meeting last time, but then we got preempted due to other things, was
the McCovey Project, which is an exploration activity beyond the barrier islands and near Cross Island, which isthe
areawhere the whalers from Nuiqsut base their whaling. Soit's, again, north of Prudhoe Bay beyond barrier islands.
And last year, Phillips Alaska proposed to drill from this site from an ice island, and that did generate some controversy
whether that was safe or not, and some of the issues connected with the areas beyond the barrier islands and the saf ety
ontheice.

Some of these pictures were taken at the time the drilling would -- was planned to have occurred they planned to do the
drilling in the winter again to avoid the time that the Bowhead Whale is going on, and essentially, things-- more things
aredonein Alaskain the winter than they are in the summer, again because of the ease of getting materials out to the
islandsviaice roads and things of that nature. But, as| mentioned, it was near Cross Island, so, it also went through a
Coastal Zone Consistency Review, and some of the issues that come came up there, Phillips decided to postpone the



project, or in asense, not totally withdraw it, but -- let's seeif | can switch to the next one -- | think we died for a
second. So, what is planned now is Alberta Energy, who was also involved in this project -- Chevron was another
partner in this-- planned to take over as the operator and to bring in what's called the SSDC, which is a state converted
tanker that isice-hardened that was used back in the 1980's and the early 1990'sto drill up here in the Beaufort Sea and
some other areas-- | think the Chukchi Sea also, they have started again discussions.

There will be meetings, informal meetings, over coastal consistency and things of that nature but probably, again, to
refurbish and make sure that thisthing isin good shape this winter, with the plan to do this exploration drilling in the
winter of 2002-2003. They would be able to start earlier in the season rather than |ater, so, again, to avoid alot of the
breakup issues that were brought up for theiceisland. | have not been able to talk about activity in Cook Inlet, | think,
since | became Regional Director five years or so ago, but thereis aproposal again by Phillips Alaskawith Anadarko
as apartner to drill from onshorein Cook Inlet, into a structure that goes both within state and federal waters. The
location would still be within state waters, but there is a proposal that -- to again unitize this area to have an exploration
unit. Thewell was spudded, and | think two weeks ago or so, and we'll all be looking forward to the results of that.
There has been alittle bit more activity in Cook Inlet in state waters. Forest Oil, | think thisisthe areathat they
actually found a 50-million-barrel field that they think even may be bigger. And then, of course, people are still
looking for natural gasin Cook Inlet to power Alaska and the Kenai Peninsula and some of the industries there. 1'll get
tothat in alittle bit. The -- what we're planning for the 5-year -- you heard alittle bit of thisfrom Ralph Ainger
yesterday, but if I can maybe go into some of the reasons why we're looking at some of the things. The main thing, |
guess I'd liketo say, isto keep options open for -- you know, we've heard everything yesterday about the state of ail,
gas and other energy in the country, and Alaska still has tremendous potential. It's-- again, it's some difficult areas to
produce, but the expectation asthat it is there, both oil and gas. And both on anational level and alocal level, we have
the opportunity, if it's needed, to, again, perhapsin the future be able to produce some of this both oil and gas.

And one of the recommendations from the Policy Committee was to try to get more emphasis on local use, and that
also went into some of our thinking in designing some of the sales. For the Beaufort Sea, as we mentioned, we do plan
to do -- follow what the Gulf of Mexico does, of try to do one EIS for the three sales. In fact, the National
Environmental Policy Act encourages that for projects that are the same, to do one EIS, and then use that for your later
decisions. We would still be going through Coastal Zone Consistency Review for each sale; we would still have public
review and meetingsand things of that nature, but it would be based on one EIS. Of course, If something major
changed, we could do a supplemental EIS, if needed, for the second and third sale. Likewise, we plan to do the same
for Cook Inlet where we are planning two sales. The Chukchi Sea, right now there istwo sales proposed there. It'sa
combination of perhaps oil and gas, but thereis, again, good gas off the coast -- again, if at some time the localities or
others may want to use that in the future, but of courseit'salot more challenging up in this area.

We're -- we have anew ideathat we're trying to foster in Norton Sound. And we've met with the community there and
actually had a positive response, which, again, sometimes for MMS, it's-- it's a strange thing when you go into a place
and they actually like to hear what you're talking about. Thereis, again, expectation that thereis natural gas herein
Norton Basin (indicating). And what we are trying to do, we're proposing an approach where we would not
automatically go out and start the sale process, but, rather, have a company come in to us-- if they are interested in
exploring this area, come in, and then we would base the sale on that. Maybe it'salittle similar to what was being
talked about for the sand and gravel program. The response in Nome, which is here on the North Coast, isthey are
very interested in that because all the villages here (indicating) in coastal Alaskarely on diesel oil.

It gets pumped in-- or pardon me -- it gets barged in once ayear, and they have to rely on that, and it's extremely
expensive. The economics of some kind of development here in Norton Sound may still stretch somebody picking up
the gauntlet to do this. But theideais out there, and we do need a champion, you know, some company to come in and
see if something economically can be worked out and with the community. Just briefly, our office will continue to be
hel ping the Bureau of Land Management on the next national petroleum reserve sales. Presently thereis exploration
roughly in thisarea (indicating), and there is some talk of the first development plan coming in within ayear or so for
production from NPRA. BLM is planning a second sale in this area (indicating), where the Environmental Impact
Statement was done two years ago, and they are also starting the process for a sale to the west of the area that was done
before, and we will be helping BLM out in preparing the Environmental |mpact Statement for that sale.

Just a couple other miscellaneous things. Again, | think as arespect to the expertise that our office does have with
regard to pipelines and other engineering issues, we did join and were accepted by the Joint Pipeline Office and are



now amember of it. It's, again, made up of agencies within the State of Alaska and federal agencies that are involved
in pipelineissues. One thing we do bring to the tableis our TA& R program, with the research associated with it, and
again, passing information back and forth they really appreciate us being there, you know, again to have that link with a
lot of the resources that we have. | even mentioned the great staff that Chris has, you know, in an emergency perhaps,
if we -- you know, at least we could tap talking to people and understanding some of the pipelineissues. Because
what's going on in the Gulf isvery similar to some of the things that we're starting to seein Alaska with regard to
different pipelineissues. | will mention this, but I don't want to go into detail on it, because I've mentioned in past
meetings: One of the great debates going on in the state, in Canada, in the country, isthe National Gas Pipelineto bring
down production from the North Slope.

Thereis several competing routes. Even within the state here, there are several competing ideas: LNG; just gasline;
gasto liquids, anumber of things, and this debate will probably be going on for alittle while longer. Hopefully, again,
we will -- thiswill become economic and there will be some bringing down in some form natural gas from the North
Slope, becauseit's of great importance to the State of Alaskaand of course to the country asawhole. Oh, just one side
note. You read things about this, and they talk about it -- this could be the largest construction project in the world,
potentially, depending on the route. And the amount of steel is-- | guessthereis not enough steel produced definitely,
| think, even worldwide to be able to do this, so thereis going to be some great challenges. And we've always talked
about staffing and construction. This could suck up all the construction projects, you know, up in Alaska, so thereis
going to be, you know, with regard to staffing this thing, there is going to be some major hurdles to get through, it just -
- with the magnitude of what this project could be.

Another interesting sidelight is on the mineral side. A couple years ago, the University of Alaska Fairbanks had a
marine mining that should have been an hour up there -- research center which was doing some work with regard to
gold-mining issues, again off of Nome, and they -- | guessif the President signsthe Interior Appropriations Bill, this
will come back to life. And they plan to do anumber of work, again, more continuing work on better methods for
gold-mining herein the Nome area, things that are more environmentally friendly rather than huge dredges, different
approachesto this. And they have also been doing inventory work with regard to, you know, the gold amount off the
coast there. Another interesting thing: Last winter, a number of us were visiting some of the villages on the Chukchi
coast up here. | think that it was in January or so when the weather is nice and you can fly into these places. We were
hearing, of course, about the erosion problems that were occurring. Thereis several villages here that are right on the
coast, and they're essentially eroding away.

We had visited Kivalina and Shishmaref is avery famous one. When we were in Kivalina, they wereinterested in
hearing more about our gravel program because they were looking for a source to move their village. It turned out in
the end, the Corps of Engineershas found an onshore source in their local lagoon that they will likely be able to use,
but in talking with the Corps of Engineers, there is another possibility in the future that, again, if communities need the
gravel and cannot find a source onshore, that the offshore may be another source for some of these villages. And we're
really talking about survival of the villages, moving them from where they're located to another siteinside, and that
doestake agood deal of gravel and such. So we have been working with the Corps, and UAF -- University of Alaska
Fairbanks -- may also be doing some of that work, again, to see the feasibility of this within this Mining Research
Center. Again, | usethat the term the option; may be thereif it's needed for the gravel.

Finally, one of the things we have done, of course -- we've had hearings up on the North Slope for the last 25 years,
and, throu