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P-ROGEEDI-NGS
MR. M CHAEL HALLER  Good norning, |adies
and gentlenmen. And welcone to this |listening session. M
name is Mchael Haller, and I"'mthe Tribal and Community
Li ai son for the Bureau of Ocean Energy Managenment. And
it's a pleasure to have you here today. W appreciate it,
particularly on a beautiful Anchorage day as it is.

| want to take just a nonent before | introduce
the folks here to ny right and nenti on we do have a couple
of rules today. And it's not very many, but we ask --
because | know sone of you want to speak, and we
appreci ate, by the way, those of you who have signed up to
speak. W have a ball cap. W just pick them as we get
to them But for those of you who do speak, first tine
around we'd ask that you speak for no nore than three
m nut es, please, so we can get everybody through. And
then there will be sone tine hopefully afterwards if you
want to add to your conmments or react to sonething that
sonebody el se has said previously; add to it, whatever
that may be, that wll be fine.

In addition, if you have sone prepared
statenents that you would like to offer to us today, Mary
Is over here to ny left, and Mary is our court reporter.
You can hand themto nyself, to Mke Routhier who is in

the room to one of us, anyway, and we will nake sure to
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get them And Mke is right down here. So we appreciate
t hat .

And one nore thing about coments. W wll have
sone tine -- if you notice fromthe ad today and yest erday
that was in the paper, there is reference to eregs. gov.
There i s about a two-week w ndow in which you can think
about this topic sonme nore, perhaps fornulate it into a
witten word and nake a subm ssion that way. W woul d be
glad to get your participation in that manner, as well.

So we appreciate it.

Now, |let me introduce here to ny right the

Assi stant Secretary of the Interior, Tommy Beaudreau.
He's also the National Director for the Bureau of QOcean
Ener gy Managenent. And to his right is Dr. Janes Kendall,
our Al aska Regional Director for the Bureau of Qcean
Ener gy Managenent. And Mark Fesmre is over there, and
Mark is the Al aska Regional Director for the Bureau of
Saf ety and Environnental Enforcenent. That's who we have
here today. And Pat Pourchot, who is our senior federal
officer for Alaska, is out there and wll be joining us
here probably in a few nonents. W appreciate that.
Thank you very nmuch for your tinme.

M. Secretary.

MR. TOVWY BEAUDREAU. Yes, it's

afternoon. (Good afternoon, everyone. M nane is Tomy
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Beaudreau. | amthe Acting Assistant Secretary for Land
and Mnerals at the Interior Departnent, which neans |
have responsibility in hel ping oversee both onshore and

of f shore managenent of federal |ands. That includes
federal lands in the state of Al aska through the Bureau of
Land Managenent, and al so oversight of activity on the
Quter Continental Shelf offshore, including in the

Beauf ort and the Chukchi .

The other hat | wear is as Director of the
Bureau of COcean Energy Managenent, which is the federal
agency that oversees | easing, environnmental reviews, plan
reviews with respect to oil and gas activity, again, on
the Quter Continental Shelf, including in the Beaufort and
Chukchi, and Shell's operations |last sumer. W do that
i n conjunction with Bureau of Safety and Environnent al
Enforcenent, which is the offshore -- the federal offshore
safety authority. And that's the agency for Al aska that
Mark Fesm re heads.

Sone of you | have net. Sone of you | know
already. Sone of you I'mjust introducing nyself to. [|I'm
actually an Al askan nyself. | grew up in South Anchorage.
| went to Service H gh School. | renenber when the
Loussac Library was built. | think | was in sixth grade
when it was finished. | actually want to wal k around and

see if they have nore books now than they did back then
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because | renenber it took a while to get the collection
here established. But it's -- it's areal -- it's a real
pl easure for nme to cone back here, neet with folks in ny
home state to tal k about these offshore issues.

The of fshore and energy devel opnent in general
Is extrenely inportant to this state. | know that having
grown up here, ny dad worked on the North Slope. That's
why we noved to the state in 1979 because ny dad, when
TAPS cane on |line, was working in Prudhoe Bay doing the
two weeks on, week off routine. | was also in high school
when the Exxon Val dez spill happened, and that nade
obvi ously a huge personal inpression on ne. And so | also
under st and t hat perspective of things, the problens, the
destruction, the harmthat can be caused when oil and gas
activity goes wong. And so | bring that into ny work at
the Interior Departnent every day, as well.

So the reason we're here today -- and | really
do appreci ate everybody taking tine to neet with us today
and, you know, probably many of you took tinme out on your
| unch hour. And so | want to keep ny kind of opening
brief, but | do want to contextualize the discussion,
explain why we're here. But the nost inportant part of
this is to hear from-- fromeach of you. W do have to,
unfortunately, have sone organi zation, and that's what

M. Haller described. But actually, given the size of the
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group here and the tinme we have available to us, | think
we can have a pretty informal discussion, as well, and
really some back and forth around all of these issues
because | think time will permt us to do that. And
that's really what | find nost val uable out of these
sessi ons.

We called themlistening sessions, and that's
truly what they are is an opportunity to sit down wth
peopl e and tal k about what's on everyone's mnd. | know,
you know, interacting with the federal governnment, you
know, and the bureaucrats can be a nysterious process.
Under st andabl y, peopl e wonder what happens, take tine out
and talk to the feds, what becones of that.

Part of what we want to do is have sone
t ransparency around our decision nmaking, how we consider
i nput fromthe host of stakeholders and people in the
public and have fol ks understand that. That doesn't
al ways nean that our decisions are exactly the way
I ndi viduals would like to see themcone out. That's true,
you know, across the spectrumof interests. |It's true
with the oil and gas industry. |It's true with other folks
t hat when we nake a deci sion, people don't always agree
wthit. But what | want to assure you of and commt to
Is we do take input extrenely seriously.

You know, | sit down with our team and we go
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t hrough comments and we go through and say, okay, we heard
this. Wlat is our answer for that? Have we thought this
t hrough? So even if we don't necessarily end up agreeing
with the person who submtted the coment, we use the
information and we use it to chall enge ourselves and we
use it to make sure that we have good rigor around our
decision nmaking. So that's just a commtnent | make to
you. It's a commtnent that everybody in our agencies
shares, and that's how we use your i nput.

Again, just briefly, let ne sort of set the
stage for why we're here and why we are reaching out the
way that we are. As everyone knows, |ast year Shell
enbarked on exploration drilling in the Beaufort and the
Chukchi Seas for the first tine in nmany, many years. They
started two wells, one in the Beaufort, one in the
Chukchi. They did not conplete those wells. They did not
drill in the hydrocarbon. And the reason they didn't is
because we at the Interior Departnent did not authorize
Shell to drill in the hydrocarbon. And the reason we
didn't authorize Shell to drill in the hydrocarbon is that
Shell was unable to deploy a contai nnent systemthat they
committed to and that we had required as conditions of the
exploration plan that they have on hand in the event that
there is a loss of well control.

And so we did not permt Shell to drill in the
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hydr ocar bon and essentially engage in the activity for
whi ch that contai nnent systemwas designed to mtigate in
case of, you know, a worst case |oss of well control.

Neverthel ess, they started two wells. They
experi enced sone problens, as | think everyone is aware.
The Coast CGuard over the | ast coupl e weeks has been
conducting public hearings on the | oss of the Kulluk tow
and the grounding of the Kulluk. That is one of the
I ssues obviously Shell experienced. There were others,

I ncl udi ng, you know, inspections of their other dril

ship, the Noble Di scoverer, that identified problens. W
had questi ons about why they were unable to bring the
contai nnent systemon line as they conmtted to.

And in light of all that, early this year in
January, then Secretary of the Interior Ken Sal azar
directed nme and our teamhere to review Shell's 2012
program And | conpleted that review and delivered it to
the Secretary in early March. And that's avail able for
everyone to | ook at.

So while we exam ned the experience that Shel
had in 2012, we actually used that report as an
opportunity really to take a step back and | ay out
principles that are applicable to Shell, but really have
general application to any conpany seeking to do

exploration activity in the Arctic.
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And those principles are what's represented on
this panel right here. The first five are specific to
I ndustry. The need for very detail ed pl anning of al
phases of an Arctic operation, extrenely conpl ex
operations, have a lot of conponents to it in addition to
the drilling phase, including maritinme |ogistical issues.

Second, all of those phases nust be well planned
I n advance and with clear objectives. Third, operators
must maintain strong direct oversight of their
contractors. That was a recurring thene in sone of the
i ssues we identified, problens Shell had with its 2012
program including inability to bring that contai nnent
systemon line. They had | ooked to contractors to help
provi de support for that and were di sappoi nted by the
performance of their contractors.

No. 4 hardly needs any expl anation to Al askans
but, you know, it's an extrenely chall engi ng environment
to work in. You need to understand the environnent. You
need to understand those chall enges. You need to be
prepared for them including working with people in Al aska
who know how to handl e those chall enges and will nake good
decisions in |light of those chall enges.

And then fifth, you have to have respect for and
cl ose cooperation with local comunities. That includes

consi derati on of subsistence activity in the Beaufort and
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t he Chukchi, which overlaps to a significant extent with
the drilling season, and it al so includes consideration
and bei ng a good nei ghbor on the social inpacts, as well,
W th respect to communities. As, you know, industry
nobi | i zes to conduct these operations, consideration has
to be given to how that affects the people who live in

t hose vill ages year-round.

The | ast two recomrendations really have to do
with governnent oversight and is the reason why we're here
t oday, because this effort that we have enbarked on here
is really a continuation of and foll ow t hrough on those
reconmendat i ons.

The first is continued strong coordi nation
across governnent agencies. You know, especially in
Al aska -- it's true everywhere, but especially in Al aska,
there are a | ot of agencies that have rel evant
authorities, relevant responsibilities. There are our two
agenci es, BCEM and BSEE, who are responsible for different
phases of overseeing an offshore program There is the
United States Coast Guard. There is NOAA. There is EPA
We are all on the scene, and we need to nake sure that we
have good coordi nati on, good cooperati on anong oursel ves,
as well as with the State and as well as with | ocal
communities so that we have a robust process, but also a

sensi ble one. And we need to carry that forward.
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And then finally, that |ast recommendation is
really what today is about. Wth respect to Shell's
operati ons, we inpose a nunber of specific requirenments
and conditions on Shell design, particularly for the
Arctic environnent and Arctic operations.

That included the contai nnent system |
referenced. They need to have a tested contai nnent system
on-site and depl oyed before drilling in the hydrocarbon.
We put limtations on the drilling season in the Chukch
area in order to provide for opportunity for open water
spill response in the event of an accident before sea ice
cane in. W also had a bl ackout period in the Beaufort
Sea in consideration of the fall whale hunts, bowhead
whal e hunts for the villages of Nuigqsut and Kaktovi k. So
we provided for a bl ackout period there.

And there were other nore technical
requi rements, such as requiring boom ng around vessel s
during any transfer of fuel anpbng vessels. That's
sonething that's not required, for exanple, in the GQulf of
Mexi co, but we do require offshore of Al aska that you have
a prelaid boomin the event that any of that fuel hits the
wat er. Thankfully, that never happened | ast summer.

Shell actually transferred mllions of gallons of fuel --
or hundreds of thousands of gallons of fuel, and none of

it hit the water, thankfully, but we did require prelaid
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boomin the event that there was any accidents there.

So those are the types of requirenents that,

t hrough conditions on | eases or exploration plans, we put
into place with respect to Shell's operations.

But what the report, our report says should be
done is going forward we should have in the regul ati ons
addi ti onal Al aska-specific standards for operations
of fshore of this state and that those should be codified
and put in place as regulations, as rules that are
generally applicable to any conpany that would seek to
operate in offshore Al aska.

And so that's what this endeavor is that we're
here to tal k about today. W are |looking to -- we have
assenbled a teamto put into place those -- those
standards, essentially to codify standards and to make
| nprovements on our standards where appropriate. And so
what we want to tal k about with you today and hear from
you about today, as well as over the course of the com ng
weeks, is essentially early input into that process,
havi ng i ssues raised for us that we can take into our
process and keep in mnd as we read through these rul es.

This obviously is not the only opportunity for
folks to weigh in on our effort here. W are actually
| eadi ng up to devel opi ng proposed rules that woul d be put

out for notice and coment in a formal way, but the
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opportunity here is to have a |l ess formal conversation and
exchange on what sort of requirenents should be in place
for operations offshore Al aska.

And | want to be clear about that point there,
too. One of the things we have in mnd, although the
context for Shell's operations and potential future
operations from Shell and ot her operators has been focused
on the Beaufort and the Chukchi, there is potential for
| easing and potential for activity in other places
of fshore Al aska, including the Cook Inlet. And we want to
be extrenely thoughtful about any activity in Cook Inlet,
as well. And so a lot of what we are tal king about, you
know, does have specific application in the Arctic, but we
actually want to think nore broadly and think about it
really in terns of Al aska.

The areas -- and | don't want to -- again, we
are -- we are early in our process. That's the whole
point here is to get early input, get the benefit of your
thinking early in the process, but at the sane tine | can
| ay out categorically sone of the areas that we have in
mnd in terns of, again, codifying and buil ding on our
st andar ds.

That includes well control, subsea contai nnent,
you know, the type of contai nnent systemthat we required

Shell to have. W want to see the sane sort of
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performance with respect to managi ng, dealing wth,
addressing quickly a loss of well control at the source.

And secondly, relief well capability. Having
accessible, again, in a very pronpt way, in light of the
uni que chal | enges and renoteness of the Arctic environnent
and Al askan environnent, the need to have relief well
capability that can be deployed pronptly in the event that
that contingency is necessary to depl oy.

And this is sonething -- this final point is
sonething we talk a |l ot about in the report. Wat's
really called for offshore of Alaska is an Arctic-specific
nodel . And fundanental to that, | believe, is the concept
of resource sharing anong any conpany or set of conpanies
t hat woul d endeavor to work up there. You all w tnessed

| ast summrer, you know, Shell deployed, you know, a virtual

armada of vessels to support its drilling activity. In
addition to the two drilling rigs Shell nobilized, they
nmobi | i zed 20 support vessels to support drilling activity

and to provi de energency response capacity.

As you think about -- as we think about
potential future operations that may involve nore than one
operator at atine, it seens to nake sense to us that,
both in terns of managing risk -- having a |lot of vessels
novi ng around at the sane tine creates risk, and in terns

of managing the footprint, including the environnental
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I npact of those operations, it seens to nake a | ot of
sense to have resource sharing anong the conpanies. And

t he question that we are thinking about and are | ooking to
engage people on is how do you bring that to life. What
woul d that | ook like? Wat would that Arctic-specific,

Al aska-specific nodel actually look like in practice?

And so those are sone of the issues that are on
our mnds, as well as kind of nore technical issues around
actual drilling operations thenselves, the nmanagenent
systens that go into overseei ng those operations. Again,
very techni cal issues but, broadly speaking, those are the
types of things we have on our mnd as we are thinking
t hrough this rul e-maki ng process.

So thanks very nuch. Again, | appreciate very
much everyone taking tine to neet with us. And now t he
nost inportant part is hearing fromyou. W wll start in
kind of a structured process, given -- you know, naking
sure we get as nuch coverage as we can in terns of folKks
who want to provide comments, but | do think we wll have
anpl e opportunity for less fornmal conversati on once we
conplete that. So thank you.

DR JI M KENDALL: W canme up with this a
year or so ago to nmake sure everybody has a fair shake.
Well, the first speaker today, drumroll, Lucas Frances.

Did I pronounce that correctly? L-U CA-S Frances. Al
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right.

MR, M CHAEL HALLER In the batter's box,
Daniel Lumin the batter's box.

MR, LUCAS FRANCES: Hello. M nane is
Lucas Frances, and I'mw th Shell Exploration here with
the Al aska Venture. | live here in Anchorage. Shell has
| ong advocated for clear, predictable and consistently
applied rules for the exploration and devel opnent of the
Al aska Quter Continental Shelf. The rules governing the
Arctic exploration need to conply with the | aw and
specifically address Arctic operations.

Over the last few years we have worked
extensively with federal regulators on the details for
safe exploration in the Arctic. Regulations need to focus
on achi eving performance outcones rather than specifying
predeterm ned solutions. This will allow industry to
I nnovat e and adopt managenent practices that achieve
better results. A performance-based adopti ve nmanagenent
approach woul d enabl e operators to be nore effective in
reaching the desired outcones. The rules need not
regul ate good nei ghbor activities. Shell has diligently
worked to listen to | ocal communities and take action to
denonstrate our commtnent to the region. In many
I nstances, it is the process of listening and rel ationship

buil ding that | eads to the nbpst constructive coll aboration
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and under st andi ng.

Finally, consideration needs to be given to the
effect of any new regul ati ons on | easehol ders who purchase
| eases under existing regul ations.

To sum up, Shell supports a level playing field
for all prospective offshore Arctic exploration and
regul ati ons that set a stable, predictable framework for
busi nesses prepared to invest and ensure that safety and
envi ronnental performance is held to a consistent and
appropri ately high standard.

Thank you for your tine.

MR, M CHAEL HALLER: Daniel. After
Dani el , Ri ck Rogers.

MR. DANIEL LUM Thank you, M. Deputy
Secretary. 1'd point out that Shell has to this day
failed to denonstrate any oil spill capacity on | ocation
in various conditions. Arctic seas are rough. W have
yet to see a denonstration fromthem They have certified
their skimrers and all that in nice protected bays
sonewhere by Valdez, | think. Anyway, that's not why |I'm
her e.

The federal governnent has a responsibility to
its citizens to bal ance devel opnment with safety, to
nmoni tor and ensure that devel opment is not excessively

dangerous or polluting the public and the environnent. As
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a society we are obligated to protect our air and water.
As a denobcracy, we have agencies and a process that are
supposed to represent the citizens, their health and
envi ronnent .

Air quality permitting for the Arctic offshore
exploration was formerly through the EPA, and we used to
have 30 days notice, 30 days coment, 30 days appeal. Now
t hat Mur kowski has put air permtting through BOEM we
don't have that process. W barely get notice. For the
TGS and SA exploration seismc permts, we had nine and 16
days, respectively. And there was no information on the
projects. W have to get that through Freedom of
I nformation Act.

So you are giving us no tine frane, no
opportunity for adm nistrative appeal. Basically you are
tapi ng our nmouths shut. | inmagine that Mirkowski nust
have net with you guys and you guys just passed the EPA
process. W need to streamine this. W need to rubber
stanp. Let's run it through BCEM cut out the public
process. That's what's happening. That's what | feel.
We have no process. You guys give no accountability. It
appears to be a streanlining, a rubber stanping of nmajor
i ndustrial devel opnent benefitting industry with a
position where it is not hindered by the public wth

I ssues like clean air or clean water or a citizen's right
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to appeal permts that would harmcitizens and the
envi ronnent .

s this the future of our governnent and the
envi ronnent? These sane agencies in this |istening
session are saying that the public process is so critical
we are -- we want to listen to you. But yet through your
actions and through your permtting process you excl ude
us. Wiy was there only nine and 16 days for these huge

seism c exploratory permts? Because it benefits industry

to streanmine permts like this. It gives industry an
advant age.

| don't know how many mnutes I'mat. |'m
sorry. I'll try and wap this up.

But nost inmportantly, BCEM needs to insist that
conpani es |li ke Shell, Conoco, Statoil, that they prove on
| ocation of these drill sites. This is not a protected
cove down south in Al aska. Seventy to 90 mles out on the
Chukchi or Beaufort, |'ve never been out that far. That's
huge waves, huge ice. They can't contain basketballs in a
boomin that weather, nmuch less oil. So it's
| nappropriate for BOEM to consider any new pernitting
until this process is fixed. W deserve the process, the
public process, the 30 days, 30 days, 30 days. At | east
we have sonmething there. Here it's like BOEMis tucking

It under its armand running away with it. Pl ease forgive
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me if I'"'m-- thank you.

MR. TOMW BEAUDREAU:. | apol ogi ze for the
formality of it. And part of what we want to do and part
of why we have Mary here is we do want to have very good
notes and record on what people say to us, again, so that
we can use that informati on as we go through our process
and we are not just working fromnenory. So | apol ogi ze
for kind of the little bit of formality here, but it is
i nportant to us. But Mary needs to be able to --

DR JI M KENDALL: Tommy, if we could nove
you over here.

(O f the record.)

MR R CK ROGERS: All right. Thank you.
And glad we are getting organized. This is a better
set up.

For the record, ny nane is Rick Rogers. [|I'm
with the Resource Devel opnent Council for Alaska. And in
case you are not aware of who we are, RDC is a nultisector
trade association. W represent oil and gas, but we al so
represent the mning, tourism fisheries and forestry
I ndustries in Al aska. W have been a voice of Al aska
busi ness since 1975. And we have a broad nenbershi p,

i ncluding all the Al aska regional Native corporations, the
five industries |I nentioned, as well as many individuals

and businesses in the support sector, as well.
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So given the potential for the vast reserves and
enor nous econom c benefits to our nation and Al aska, we
are big supporters of tinmely and responsi bl e expl oration
and devel opnent in the OCS. It has the potential to
greatly increase throughput in TAPS. As |I'msure you are
aware, we are in an era of decline. TAPS is running at a
third of capacity. W think TAPS is a national asset of
strategic inportance, and the OCS is critical in the |ong
termto nmaintaining that infrastructure and keeping it
productive for both the benefits of Al aska and for the
country as a whol e.

We share the departnent's goal of safe and
responsi bl e offshore expl orati on and devel opnent of the
Al aska OCS. And for the record, we rem nd you that 30
wel s have been drilled in the Beaufort and five in the
Chukchi, all w thout incident, and that's not to nention
decades of responsible oil and gas expl orati on and
devel opnent in Cook Inlet. These wells were drilled in
the early '80s using older technol ogy than we have today,
all w thout incident.

So as DO proceeds wth finalizing the standards
for Al aska's offshore exploration and devel opnent, we
encourage you to keep the follow ng key points in m nd.
First we want to enphasize clarity and consi stency. The

standards shoul d be clear and consistent. Anbiguity adds

M DNI GHT SUN COURT REPORTERS (907) 258-7100




© o0 ~N o o b~ w Nk

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

ri sk, uncertainty, delays, and it frustrates our efforts
to develop this essential resource.

We al so think you need to keep in mnd
timeliness. Efforts to commence exploration in the OCS
have been going on for years. Billions of dollars have
been invested. And the regul atory process should
acknow edge the very real tine value of these investnents

Iin OCS and nove forward in a tinmely and deli berative

23

manner. W think that the standards should be perfornmance

based. The expl orati on and producti on conpani es operating

in Alaska's OCS are anong the nost capabl e and
sophisticated in the world. And standards should avoid
bei ng overly prescriptive and harness instead the
I nnovati on and capacity of these conpanies to devel op the
best technol ogi es that they can to neet your standards.

And finally, we think the standards need to be
durable. Exploration and devel opnent projects in Al aska
and the OCS in particul ar take years of planning and --
fromdesign to inplenentation, and so frequently changi ng
standards is grossly inefficient. It results in rework,
di srupti on and, again, unneeded uncertainty.

So the responsi bl e devel opnent of the vast oi
and gas assets in the OCS will create tens of thousands of

j obs, inmprove the economc viability of the natural gas

pi peline, reduce reliance on foreign energy. The benefits
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are great. Uncertainty, anbiguity and delay will only add
to the risks that exploration and production conpani es
must factor into their |easing, exploration and
devel opnent decisions. The current uncertainty regarding
DA standards is stalling the needed advancenent of
exploration efforts in the Al aska OCS, so we encourage you
to provide clear, consistent and durabl e perfornance-based
st andards whi ch woul d reduce uncertainty and encourage
progress in OCS exploration and devel opnent.
Thanks for comng up to Alaska to hear from us,

and | appreciate it. Thanks.

DR JI M KENDALL: M chael, who is next?

MR. M CHAEL HALLER  Lindsey is next, and
after Lindsey, Lois.

MS. LI NDSEY HAJDUK: My nane is Lindsey
Haj duk. That's HA-J-DUK And I'ma representative
wth the Sierra Cub here in Anchorage. And the Sierra
Club in Al aska has about 1,500 nenbers throughout the
state, and we represent their interests in this issue. So
| appreciate the opportunity to give comment on this
i ssue. And the Sierra Aub will submt much nore detail ed
comments as well, of course, but we appreciate you coni ng
all this way to hear from Al askans, not only here in
Anchorage, but also in Barrow tonorrow.

And so here | still feel fresh off the heels of
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Shell's 2012 program Just the nunerous neetings,
heari ngs, and investigations have really drawn out the
process, and it still feels really fresh in ny mnd as we
try to figure out what went wong and why and how to avoid
it inthe future. But | think the fact is that we
convi nced ourselves that we were letting the best oil
conpany with the nost state-of-the-art technol ogy do
sonet hing that hasn't happened in a very long tine. And
we set ourselves up for these risks and the failures that
we saw this |ast year

And so now we have the proof for sure that there
isn't a safe way to operate in the Arctic or in the
program that surrounds getting your vessels to and from
whi ch certainly inpacts Al askans first and forenbst. And
so even with all the precautions we took, we saw that it
was not a successful 2012 program

The exanpl e of the contai nment systemis

sonething that is -- it nmade a huge i npact on Al askans who
were followng this issue. It was a |line of defense in an
oil spill. Wen we know that there is no proven way to
clean up an oil spill in Arctic waters, this was the | ast

| i ne of defense and, of course, we heard it was danaged
during its testing operations while Shell was in the
Arctic, but we didn't know that it was crushed |i ke a beer

can. And the real ternms |like that whi ch happened, you
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know, we found out about that |ong after those tests
happened. And so even the last test that occurred, it's
still not public how it happened and what happened.

And t he approval process of all these permts
are al so given before this equipnent is even created,
tested and durable. And we could say that's being tinely,
but really it's being irresponsi ble and setting oursel ves
up for these terrible decisions along the road.

So the bottomline is that we shouldn't be
drilling for oil and gas in the last frontier. And the
bi ggest reason i s because Al askans are feeling the effects
of climate change. W see it in our communities, from
nmel ting permafrost affecting our buildings and food
storage, to the need to relocate eroding villages. W
shoul d not be producing nore dirty fuels and only further
climate change here in Al aska and around the worl d.

And this Adm nistration has declared the need to
fight climte change as we began to see nore extrene
storns throughout the country, but we are setting
ourselves up to continue to feel those inpacts and deal
with those najor disasters if we continue this energy
policy. So we need a real serious commtnment fromthis
Adm nistration to re-evaluate that policy. And they can
do that by starting with the Arctic Ccean.

The Arctic is on the front lines of climte
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change, and 2012 saw the | owest sea ice cover on record.
And when people think of ice, they think of what's in
their soda, but they don't really think of the huge
ecosystem that Al aska Natives depend on and comunities in
this state depend on. But instead, we just discount it
and say, well, it's going away, let's get up there.

| nstead, we need to keep the oil under the
Arctic Ccean so that we can keep as much as 15.8 mllion
tons of carbon dioxide in the ground. And that's how nuch
carbon we could be | ooking at fromthe oil under the
ocean, which is as much as 13 years worth of U S. cars and
| ight trucks, and we will be saving ourselves fromthe
di sastrous oil operations at the sane tine because all it
takes is one mgjor disaster, and we have no idea how the
Arctic ecosystemw ||l react toit. And all we can plan
for is a disaster uninagi nable.

So really what we think the Adm nistration
should do is not create nore rules and regul ati ons for
offshore, but to buy back the current | eases and not all ow
any further |ease sales in the Arctic Ccean. Thank you.

MR M CHAEL HALLER Right after Lois we
wi || hear from Kenny.

M5. LOS EPSTEIN. Hello. Thank you,
Assi stant Secretary Beaudreau, for comng up here, and

appreciate you holding a listening session. 1'll give
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sone formal remarks and al so hope that we can have sone
di al ogue after and di scuss particular things like timng
which |'mvery concerned about because | -- as | wll |ay
out, there is a nunber of standards that we think are
i ncredibly inportant to be putting in place before noving
f orward

So for everybody else, ny nane is Lois Epstein,
and | am an Al aska |licensed engineer and the Arctic
Program Director for The W/ derness Society, also known as
TW5. | have spent over 20 years working on oil and gas
technical and policy issues, and approxi mately half of
t hat have been in Alaska. And | currently serve on the
BSEE COcean Energy Safety Advisory Commttee. M role at
The W I derness Society is to help ensure that oil and gas
drilling in the Arctic is done well and in appropriate
| ocati ons.

For the past two years on the Ccean Energy
Safety Advisory Conmmttee, we have devel oped a consensus
recomendati on for the federal governnent to require that
Arctic-specific standards be created and used. It took
many nonths for the industry and governnental nenbers of
our commttee and the subcommttees to understand the
nuner ous techni cal needs of the Arctic and why it is a
different operating environnent than offshore oil and gas

production el sewhere. And of course, we were | ooking at
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t he whol e range of operating conditions, not just the
actual drilling.

The experience of Shell this past year where
t here were nunerous problens that were unantici pated,
especially during nobilization and denobilization, those
probl ems surprised the operators, anong others, and
enpirically shows that Alaska is a very difficult
operating environnent. Because of these unanti ci pated
probl ens, we believe it's not enough for BOEM and BSEE to
nerely codify Shell's requirenents for other operators,
which | understand is in process and the federal
governnent is planning to do, at least on a fairly fast
t rack.

There is a great need for nore extensive
regul atory devel opment on Arctic-specific regul atory
standards, including, but not limted to, the follow ng 12
items. And these were sone of the things that canme out in
our Ocean Energy Safety Advisory Conmittee.

So just to list themquickly, not to go into
detail: Polar class oil rigs and support vessels,
I ncl udi ng safe transport to and fromthe Arcti c;
Arctic-engi neered pipelines; relief well drilling rigs in
the region; well capping and contai nnent systens; failsafe
bl owout preventers for all foreseeabl e operating

conditions; zero discharge of waste to water
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Arcti c-engi neered proven and effective oil spill recovery
t echnol ogi es and a regul atory neans for continuous
i nprovenments; black carbon limtations; oil spill response
organi zations certified for the Arctic by the U S. Coast
Guard; Arctic conditions training and certification that
addresses human factors, for exanple, darkness, cold and
renot eness; restricted operations to protect subsistence
whal i ng; seasonal drilling restrictions that are
consi stent for both the Chukchi and the Beaufort to ensure
t hat responders have enough tine to stop releases prior to
ice formation

Beyond technical requirenents, The W/I derness
Soci ety and others believe there is a need for significant
regul atory policy and oversight reforns, including public
review and i nput into Arctic oil spill prevention and
response plans, which it sounds |like the federal
governnent is going to nove forward with; public
Information prior to and followng Arctic drills,
equi pnent and nmanagenent system i nspections, and increased
transparency about governnental oversight of Arctic
drilling operations in general; significantly increased
liability and financial responsibility requirenents for
Arctic operators -- we understand that m ght require a
role for Congress -- nore detailed Arctic incident

reporting and near mss data all nade public; and
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effective enforcenent practices, including |earning from
ot her agencies. | realize these are nuch nore specific
recommendat i ons t han what we have heard from ot hers t oday,
but |I'm happy to have additional discussions to provide
nore details.

Wth this broad range of Arctic-specific needs,
which will certainly take tine to enact, |I'll finish by
sayi ng that the Cbama Adm ni stration shoul d consi der not
conducting any additional |ease sales for the Arctic Ccean
in the 2016-17 tinme frane. That's our position, that
we're not ready to be and prepared to operate wells in the
Arctic right now

Thank you very nmuch for the opportunity to speak
t oday.

MR. M CHAEL HALLER  After Kenny is done,
we'll hear from Mary Ann Pease.

MR, KENNY GALLAHORN: Good nor ni ng.
Thank you. Thanks for having us. Good to see you guys
all here. This is actually ny first tine at one of these
things. Just a question. Kenny @Gl l ahorn, Northwest
Arctic Borough. Why were the Northwest Arctic Borough
communi ties excluded fromthe two upcom ng surveys of the
northern Native communities? W are quite a ways fromthe
drilling activity; however, the sea manmmal s that we

harvest go through there and it will and can affect us.
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And that was all | had for you guys today. | had two
questions, but | got it answered. Thank you. Appreciate
your guys' efforts.

MR M CHAEL HALLER  As soon as Mary Ann
is concluded, we will hear from N kki Martin.

MS. MARY ANN PEASE: Yes. (Good
afternoon. M nane is Mary Ann Pease. |'mon the board

of directors for the Consuners Energy Alliance, the State

Chanber Executive Committee. |'mthe past president for
t he Anchorage Chanber. |[|'m also a business owner with a
focus on oil, gas and energy consulting. Thank you very

nmuch for the |istening session today.

| can assure you that everyone in this roomis
extrenely interested in nmaking sure that our national
resources are developed in a safe, reliable and
econom cal ly feasible manner. The need for a diverse
mar ket basket of energy sources is nore critical today
than ever. Energy consuners need the optionality of
affordabl e energy to conti nue econom c prosperity. The
vill ages and communities here in Al aska are constantly
hurt by the high cost of energy and greatly rely upon the
revenues that cone fromthat very industry, the oil and
gas industry, for their very existence.

Al aska has the nost stringent regulatory and

permtting requirenents in the world. W can reasonably
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and responsi bly devel op our resources here in Alaska. The
OCS standards that your agency and others may be revi ew ng
need to be durable and cannot cause del ay, excessive
costs, and should not be intended to stall devel opnment.

Qur objective and focus shoul d be on sustai nabl e

devel opnent and not nmerely on shutting down business
opportunity, especially in the OCS. There should
definitely be additional |ease sales in the OCS and we
shoul d work together to make sure that they go forward on
a reasonabl e and responsi bl e basi s.

Shell and the other producers here in the state
are i ndeed good stewards of the |and and the resources.
Their objectives are -- is to successfully devel op the
| eases that they have, but they are also interested in
being part of this conmunity and being part of this state.
There are nunerous agencies and regul ators ensuring that
devel opnent occurs in an environnentally safe manner.

St andards and environnent al saf eguards can al ways be
I nproved upon, and our focus should be on these
I nprovenents and not on drilling curtail nent, as sone
anti - devel opnent agencies would |ike to achieve.

Thank you very much for your tine today.

MR- M CHAEL HALLER  And next up is M ke
Faust .

MS. KARA MORI ARTY: Good aft ernoon. |
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am not N kki Martin. | amthe Executive D rector of the
Alaska G| and Gas Associ ation, and N kki is our

Regul atory Affairs Manager, and that's what happens when
t he boss shows. She makes ne testify.

So for the record, ny nane is Kara Miriarty, and
| am the Executive D rector of AOCGA W are the
prof essi onal trade association for the industry. Qur 15
menber conpani es account for the majority of oil and gas
expl orati on, devel opnent, production, refining and
mar keti ng and transportation activities both onshore and
of fshore here in Al aska.

For the past 47 years AOCGA has worked to foster
the long-termviability of the industry here by pronoting
t he responsi bl e devel opnent of Al aska's oil and gas
resources across the state, from Cook Inlet to the Quter
Continental Shelf. As you have heard many tines and as
you know, Alaska's OCS is estimated to hold approxi mately
27 billion barrels of oil and 132 trillion cubic feet of
natural gas. Devel oping Al aska's vast OCS resources is
essential to any effort to reduce the nation's dependence
on foreign sources of oil and is vital to stemm ng the
decline of throughput in the Trans- Al aska Pi peline, which
will continue to face operational chall enges w t hout
addi ti onal supply.

Devel opnment of the Arctic is also a trenendous
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econom c opportunity for the nation, as well as the State
of Alaska. And fossil fuels are projected to be the
source of energy for decades to cone. As the Departnment
of Interior's recent report to the President indicates,
and | quote, "The industrial sector operating in the U S.
Arctic has a major inpact statew de in Al aska, generating
directly and indirectly thousands of jobs, mllions of
dollars in personal inconme, and billions of dollars in
revenue for federal, state and hopefully | ocal
governnents. "

AOCGA is encouraged by the efforts and the joint
efforts of your two agencies to ensure consistent and
predi ctabl e regul ati ons. W advocate for that at every
| evel -- State, federal and local -- to have predictable
and consistent regulations. It is inperative that the
rul es governing Al aska and Arctic exploration provide
certainty and clarity to a viable path forward for the
devel opnent of these resources. AOGA nenbers have a | ong
hi story of partnership wwth State and federal agencies to
ensure safe and responsi bl e devel opnent of Al aska's
resources, and we |l ook forward to continuing working wth
you and your agencies to produce this oil safely.

Thank you very rmuch.

MR. M KE FAUST: GCood afternoon. M

nane is Mke Faust. |'mthe Chukchi project manager for
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ConocoPhillips. |I'mhere today to submt ConocoPhilli ps’
comments on the proposed adoption of regul ations inposing
Arctic-specific standards for oil and gas activities in

t he Chukchi and Beaufort Seas.

ConocoPhill'ips is one of the |argest owners of
State and federal |eases in Al aska, including the OCS.
ConocoPhi |l Ii ps has extensive experience exploring in
Arctic conditions both onshore and of fshore. W' ve
drilled in Canada, Norway, and Russia, as well as Al aska.
In the Al aska and Canadi an of fshore regi on al one,
ConocoPhillips has safely drilled over 50 wells. CQur
Arcti c experience provides the basis for our belief that
we can safely and with mnimal environnental inpact drill
I n the Chukchi Sea.

Until recently we planned to drill new
exploratory wells on our |leases in the Chukchi Sea in
2014. Regul atory uncertainty, however, has caused us to
put those plans on hold. Going forward, we wel cone all
opportunities to work with the federal government, other
| easehol ders, and ot her stakehol ders to devel op of fshore
Arctic-specific standards that clearly define the
regul atory expectations for operators. Regulatory clarity
and certainty will be very inportant to ConocoPhillips as
we assess our future plans for the Chukchi Sea.

There are several topics that we would like to
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have considered. W w il be submtting witten comments
that include other issues, but two inportant principles
are, one, any new regul ati ons should provide clear and
reliable regul atory standards that apply throughout the
expl orati on and devel opnent stages. The regul ations nust
be clear to provide appropriate certainty to al
st akehol ders about the governing standards. The
regul ati ons nust be well considered at the tine of their
adoption so that they are reliable, not subject to change
during permtting, exploration or devel opnent.
Secondl y, new regul ati ons shoul d adopt
per f ormance standards rather than prescriptive technol ogy
requi rements. There should be a clear process for
approval of exploration plans, oil spill response plans,
and applications for permts to drill based on perfornmance
standards al one. The regulations should not inpose or
allow for a requirenent that specific equipnent is under
contact -- under contract prior to plan approval.
ConocoPhi | | i ps encourages cooperati ve engagenent
on these and related i ssues. W believe that thorough
di scussi ons on technical capabilities and the likely
I npacts of proposed regul ati ons shoul d proceed carefully
and transparently. This will ensure that the result is
clear, reliable regulations that protect the environnent

and pronote responsi bl e devel opnent of Anerican energy
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resour ces.
Thanks very nuch.

MR TI M SCHUERCH: Good afternoon.
Thank you for com ng to Al aska and having a hearing today.
My nane is Tim Schuerch. | also grew up in Al aska,
M. Assistant Secretary. Wen | grew up in A aska -- |
think we m ght be close to the sane age -- | actually grew
up in Kotzebue, and also in the village of Kiana. |I'm
part Al aska Native. And ny comrents today are al ong the
| i nes of an echo of what was the concern rai sed by Ken
Gal | ahorn a few m nutes ago, who is the Chief QOperating
O ficer of the Northwest Arctic Borough, and that is the
| ocal muni ci pal borough government just south of the | ease
area based i n Kotzebue.

And I'd like to thank you, M. Assistant
Secretary, for the departnent’'s adopting of the tri bal
consultation policy in Decenber 1 of 2011 and al so the
ANCSA corporation consultation policy on August 10, 2012.
| feel that these two policies are really inportant to
keep in mnd with regard to the -- this particular
proposed and hopefully final rule that you devel op. And
the reason is is there are a nunber of Al aska Native
tribes and Al aska Native corporations whose tribal nenbers
and sharehol ders are going to be -- who are going to be

substantially and directly affected by these regul ati ons.

M DNI GHT SUN COURT REPORTERS (907) 258-7100




© o0 ~N o o b~ w Nk

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

39

The mari ne manmal s that m grate through these
areas in or near these | ease areas, their mgration does
not stop at the end of that red area there. They don't
stop migrating at Point Hope. They actually round the
corner at Point Hope and they keep going south. They
follow the coastline. The tribal nenbers and the Native
corporation shareholders rely on these mari ne mammal s for
their subsistence to this date, just as they did when you
were growi ng up here in Al aska.

In sone ways |life out there hasn't changed a

whole lot. Things are still really expensive out in the
Bush. The econonic reality is mlk is still $10 a gallon
which is also often the price of fuel oil. It's really

expensive to live out there. People that live in these
communities still rely on fishing and hunting, including
the hunting of marine manmals for their subsistence,

I ncl udi ng the bowhead whal es, the wal ruses, the bel uga
whal es.

And it's a concern, | think, to sone of these
communities, as Ken alluded to a few m nutes ago, that
they don't feel like they are being included in the
process. There tends to be decent consultation by the
governnment and al so by industry with the communities,
including the tribes and Native corporations in that

region, but these other regions are affected, as well. So
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we would i ke you to keep in mnd that these other Native
corporations and these other tribes also need to be fully
consulted in the process.

Per haps you would want to get a |list together of
t hose tribes and Native corporations and make sure they
are all sent notices of any hearings or notices of any
proposed rul e nmaki ng, anything you put out in the Federal
Regi ster. Thank you.

MR M CHAEL HALLER M. Secretary, | adies
and gentlenen, that is -- that concludes the formal
remar ks, and we can go to open floor, if you would |iKke.
MR, TOMW BEAUDREAU: So |et ne just say
how much | appreci ate everyone who gave a | ot of thought
to remarks, typed them out, prepared them and then had the
courage to conme up and deliver them That is not an easy
thing to do. And it does take courage. And so | very
much admre and respect everyone who did that. And we got
a |lot of good input through that. And so we do have
remai ning tine, though, as | expected we woul d and hoped
we woul d.

And so if as you have sat there and you have
heard comrents or you have heard any of us speak, if
sonet hi ng has occurred to you that you want to raise, we
have tinme to do that. And so you should feel free to do

that. |If there is anything el se you want to di scuss or
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questions you have, we have tine, you know, for just

I nformal di scussion now, as well. And so | open it back
up. And if you have anything, you can just raise your
hand and then we will --

MR, LUCAS FRANCES: Lucas Frances with
Shell Exploration. Just about tine |line, you have got a
box there kind of outlining your approach. Do you have an
expected tinme franme of delivery?

MR TOVW BEAUDREAU. Yes. What we woul d
like to do -- and this is aspirational, but our tineline
is to try to have a set of proposed rules. And again,
they are only proposed rules. They would go through a
noti ce of coment. There would be opportunity to review
and comment specifically on the proposed rules, but we are
hoping to actually issue those by the end of this year.
That sounds like a lot of tinme, but for those of you who
are famliar with the federal process, that's actually a
pretty aggressive tineline for rule naking. But that's
what we try to align ourselves to do.

DR. JI M KENDALL: It mght be easier to
cone to the mke. W are trying to record these so we
don't | ose the comments. And if people want to nove
forward, please.

MS. LOS EPSTEIN. Lois Epstein. So it's

actually a foll owup question about the tineline. 1In the
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process of you hearing fromthe public that there are sone
needs that obviously are inportant and big and m ght take
much nore, what does that do to your aggressive schedul e?
WIIl there be statenents over the next few nonths about
t he kinds of things that you are working on so that we are
all better infornmed about your thinking as they devel op?
MR TOVMW BEAUDREAU. Thanks for that.

And again, this is part of the whole point is to get, you
know, input and to hear things that we m ght not have
t hought of ourselves. So we do have to go into a process
with open minds on all that. And so we have goals for
ourselves. But we do need to consider issues as they cone
up. And we will have to make judgnments about how we
address these issues. | nean, depending on what we think
of and what we hear and how t hings unfold as we are
actually putting pen to paper and witing these
regul ati ons, we nmay have to nake judgnents about what
should go into this rul e nmaking, what should be further
devel oped potentially in future regulation. And so all of
that is very nuch open to us.

| think, you know, as regulators we certainly
view the world this way, and |I think -- and | think even
I ndustry does, as well. But there is a continuous process
that needs to be inforned by experience as we go. And so

it's really inportant to us to establish standards,
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establish rules, codify requirenents, but that doesn't
nmean, you know, there is no further thought being given to
addi ti onal standards or requirenents based on experience.
So we will have to nake sone judgnents about how to do
t hat .

On the one hand, we do want to provide
regul atory certainty. On the other hand -- and we have
seen this in our regulations in the Gulf of Mexico --
t hi ngs becone outdated over tine and need inprovenent. So
we will see how things unfold is basically what |'m
sayi ng. But we haven't made any final judgnents about --
about that.

Any ot her questions or points or --

MR TOM LOHVAN: My nane is Tom Lohman.

|'ve been with the North Sl ope Borough 26 years. |'m not
speaki ng for the borough today. | renmenber Daniel -- and
it's good to see you, Daniel -- when he was a little kid

in Barrow. | just want to respond to a couple of points |

heard. First, sonebody said that a bunch of wells have
been drilled in the Beaufort and Chukchi and that they
were done wi thout any effects. That may be true in terns
of the lack of oil spills and oil rel eases, but there were
significant effects on whaling in sonme of those
communities. | forget which prospect it was. | think

Cabot, which was north and east of Barrow, and they didn't
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get a whale that year in the fall that they were
operating. | know Kaktovi k had a couple of years in the

| ate ' 80s when they didn't see whales and they didn't get
whales. And this was -- they didn't see whal es and they
didn't get whales. But they went way, way out under very
dangerous Arctic conditions to try to get whales. Those
are effects that don't get reported anywhere, but they are
very significant to folks in the comunity.

And those argue for things |like area excl usions
fromleasing. W have argued for years that you don't
just exclude the areas that are identified as subsi stence
harvest areas for whales. You have to exclude the areas,
what | guess we could call upstreamin the fall mgration
Areas of influence is what we have called them areas
within which, if you have facilities, you have the
potential to deflect mgrating whal es beyond the safe
reach of whal ers.

So those are point we've made for years. And a
| ot of what |I've heard today is what's old is new again in
terns of industry capabilities. Again, we heard talk
about cl ear regul ati ons, about performance standards. And
| argue, how do you have performance standards when you
don't have perfornmance denonstrations? And we have been
arguing for as long as | have been wth the borough and

before for a realistic oil spill response denonstration
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under Arctic conditions. W have heard from a nunber of
fol ks that we have yet to see that. And | believe, along
with, | think, a lot of ny colleagues on the Sl ope, that
they just can't do it w th nmechani cal neans.

There was a big push in the late '80s for
di spersants as the be all and end all of oil spill
response. That kind of went away when they did a couple
of denonstrations of deploynent technol ogy and things
froze up and didn't work as planned. In situ burning, |
haven't seen ny friend Al Al Allen [ph] for quite a while,
but Al was the guy who was saying di spersants were the
answer to everything; and then things shifted, and now
he's back saying in situ is the answer to everything. Now
regul ations require that you have nmechani cal cl eanup
capability. And Shell, as | guess | would under their
ci rcumst ances, argues that they can clean things up with
mechani cal neans, and | just honestly don't think they
can.

Wth respect to Shell -- and we are in a good
place with Shell now on the North Slope. But just once
I'd like to hear Shell acknow edge that they really nessed
up early on in their tenure after Lease Sale 193. At the
sane Lease Sal e 193, Statoil bought sone tracts and got
control of a couple areas, and they were very quick to

slide over across the roomand say you are not going to
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see us up there for a couple years. W are going to do
our honework. Shell was at the Open Water neeting the
next spring and they wanted their permts by that August
for a three-year exploration program

If you want to scare the bejesus out of a
subsi stence community, you tal k about three years of
exploration in the Beaufort and the Chukchi and a flotilla
of 10 or 20 ships and we want all our permts in place in
six nonths. That's -- Shell has learned its | essons.
We've | earned our lessons in ternms of howto deal wth
t hat onsl aught of permitting activity and industry
activity. But that's another point.

The i npacts that we are seeing on the Sl ope just
of the attention to the Arctic -- you guys are goi ng up
tonorrow. The State is going up with the Al aska Arctic
sonet hi ng comm ssion. There is neeting overload. You
have heard of that. You will hear it fromthe folks in
t he Northwest Arctic Borough, as well. Everybody has got
their Arctic initiative. W're not quite sure howit al
ties together. W're not quite sure who to talk to and
what's going to end up as policy. |It's great to see that
you are tal king about final regulations, actual -- a
product. That's a great thing, that we are going to see a
pr oduct .

Anot her thing we have tal ked about -- and |'11
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try to wap up. W argued in our conmments on the
five-year plan. And this gets to the question of whether
you shoul d | ease, whether you shouldn't |ease. And
sonething | didn't hear today, the issue of data gaps.
How do you assess what the potential inpact on an area is
if you don't know what's out there? And what's out there
Is alnost certainly changing rapidly and unpredictably
wth climte change.

And one thing we argued in our comments on the
five-year plan was everybody is concerned about if you
don't hold your | ease sales in the Arctic until the end of
the current five-year plan, '16'/"'17, that you are
effectively delaying new activity for eight or ten years.
If you take Shell's five years of failed operations since
t hey bought their | eases and you tack that onto '16 or
17, you are out to '20, '21, '22 before you have a new
round of activity, perhaps. And | don't buy all that
because you have got ot her | easehol ders out there.

But if you |look at that, we argued, fine, nove
the | ease sales up. Have one in each, Beaufort, Chukchi,
have them as soon as you can in the five-year program but
add to that a requirenent that mrrors what BLM has done,
your sister agency in Interior, within the NPR-A. W can
tal k about NPR-A for a long tine, too. And that's

required for certain resources in certain areas,
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nul ti-year site-specific preactivity study. So you are
maki ng your decisions, when it cones tine to i ssue
permts, on the best available site-specific information
on a particul ar area.

One of the things we al ways hear fromthe
agencies, whether it's onshore or offshore, is that you
can't know everything in an area as vast as the Al askan
OCS or in the onshore context wthin the NPR-A.  There is
no way for an agency to know about every area out there.
And we agree with that. There are folks in our
communities that if you spend tine talking to them they
know what's going on on the ground in virtually every
area, but nobody has tine to do that, apparently.

But what BLM has done for the protection of
caribou in certain areas, for waterfow in certain areas,
for fish and hydrology in certain areas is require that a
| essee get out there on the ground and spend, depending on
the area, three or four years of intensive study in that
area before they turn a spade of tundra.

And if you apply that to the OCS -- and | think
Shell woul d have been drilling and woul d have been
drilling successfully. |If those neasures had been in
pl ace in Lease Sale 193 and Shell had been out there
studying i nstead of pushing on all fronts to be drilling,

t hey woul d have studi ed, information would have been
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gat hered, deci sions would have been nmade based on the best
avai l able informati on on a specific area, and you woul dn't
have the sort of bottleneck in agencies -- and we are no
different than you guys. There were bottl enecks. There
are very few people who operate in these agencies with
Arctic expertise who can revi ew t he onsl aught of
information that was thrown at us by Shell, by Conoco, and
by the other operators.

So | don't know if ny mayor, who you are going
totalk to tonorrow in Barrow, would continue to advocate
for the position we took in the five-year plan, but you
can ask her directly. But those kind of provisions that
require you to get out there on the ground and study
bef ore you actually do any operations | think would go a
|l ong way to answering the data gap questions, which again,
we haven't heard today, but | think are really, really
significant.

And | guess with that, I'll be quiet. That's it
for now.

MR DANIEL LUM Daniel Lumagain. |I'm
not so nervous. Sorry about earlier. Like three or four
years ago, Shell had -- it was during MVS neetings at that
time, they had indicated that they coul d, through
nmechani cal recovery, recover 95 percent of any spilled oil

at the |l ease site sales of 193. | -- | would propose to
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you that m ght be exactly opposite, if they could even get
five percent.

BSEE has no public comrent process for the oi
spill plans or permts. It's |like we don't want the
public involved in this because there is no oil spil
response. The enperor has no clothes. There is no oi
spill response. But all this bureaucracy is occurring
trying to -- we are here getting your input and we val ue
your comments, and while we study, the enperor has no
cl ot hes because there is no spill response. |If there was,
Shell woul d have shown us. You guys woul d have shown us
you could at |east contain sonething, but the reality is
they can't contain anything. So we even have a -- we have
this whole oil spill program under BSEE, which has no
public input or coments or process. You |eave the public
out of the process because you don't want to deal with the
reality that there is no spill response.

Secondly, on these recent seismc permts, we
have got TGS, SAE, and | forget who is doing Shell's
seismc in the Chukchi. And you guys pieceneal wth
blinders each little project in the environnental
assessnent and the EI'S process. You have got blinders on,
but what you fail -- what the governnent has failed to do
I's ook cunmul atively at the inpacts because it's going

fromthe Russian line all the way up to Barrow and the
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Beaufort side, and we have even got seism c going on this
year -- upcom ng next two years in Canada and in Russia.
So t hroughout that whol e range we have got
massi ve seism c exploration, which several species of
mari ne mammal s go through, but we have not a single
cunmul ative study on it because nmaybe the gover nnent
doesn't want to hear it, just |like they don't want to hear
there is no spill response. Shell, can you prove to us
that you can respond to a spill response in any capacity?
Wul dn't you have shown us by now if you could in any
capacity? | have been beating the sane drum for years
because there is no spill response.
Al'l these corporations are ganbling with our
subsi stence, and a |l ot of people just want to see what
they can and can't do. |It's only logical to insist that

t hey denonstrate their capabilities and then nold

devel opnent around those safety spill response
capabilities. But instead, it's all on paper. It's all
theoretical. It's all being tested in protected bays by
Valdez. So the reality of a spill response is there is

none. And BSEE, by omtting the public fromthe process,
has essentially closed their ears. And to reiterate, we
need a cumul ative analysis of all the devel opnent i nstead
of just little pieces.

Thank you agai n.
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MR. M CHAEL HALLER  Thank you, Daniel.

MR. TOMW BEAUDREAU: Anyone el se or any
ot her thoughts or --

MR, TED ROCKWELL.: My nane is Ted
Rockwel |, and I'm an Al askan resident. And I'd just like
to share an observation for an opportunity that | think
you have. W are hearing the need for infornation about
oil spill response here in the Arctic. And | know that
BSEE -- | think it's BSEE -- has the beginning of a
process to establish a joint industry partnership | ooking
at an intentional oil spill in OCS waters. | don't think
that there is anything that identifies where they are
t hi nki ng about that taking place. But |I'd suggest that
when the tinme cones to nmake those ki nds of decisions, this
testi nony be taken into consideration. And if there is
only one, 1'd recommend it certainly be in the Arctic.
And if there can be nore than one, then | think certainly
the Gulf of Mexico and el sewhere is an opportunity. But |
think it's an opportunity that you have to directly
address the comments that you are heari ng.

Thank you.

MR, TOVMWY BEAUDREAU. Anyone el se?
Ckay. Well, you have certainly given us a |lot of chew on
and a lot to think about, which was what we had hoped for.

So thank you very nuch. You know, we w || take back what
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we heard. And thanks to the nobst inportant person in the
room Mary, who took everything down. W wll| be able to
sort of sit down and think through the issues that have
been presented to us.

And again, as | said in the outset, anytinme you
go through a process like this, you know, folks wll have
questions about why you make the decisions that you nake.
We are bound not to pl ease everyone through the process.
It's alnost our specialty. It's inpossible for us to do
that. But what | do want us to be able to do and what |
do demand of us is being responsive and account abl e and
answer people's questions. So even if we can't al ways
make decisions totally in line with what each of us
believes, | do think we have to be responsive to people
and we have to be accountable, and that's the type of
process that we are trying to engage in here.

So again, thank you very nmuch for taking tinme to
neet with us. | do have trenendous respect for everybody
who has participated. This is denocracy at work. |
apol ogi ze for sone of the fornality that has to go al ong
with that, but again, there is reasons for that, too. So
t hank you very nuch, and have a great afternoon.

(Proceedi ngs adjourned at 12:28 p.m)
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REPORTER S CERTI FI CATE

I, MARY A. VAVRI K, RVR, Notary Public in and for
the State of Al aska do hereby certify:

That the foregoing proceedi ngs were taken before
nme at the tine and place herein set forth; that the
proceedi ngs were reported stenographically by ne and | ater
transcri bed under ny direction by conputer transcription;
that the foregoing is a true record of the proceedi ngs
taken at that tinme; and that | amnot a party to nor have
| any interest in the outcone of the action herein
cont ai ned.

| N WTNESS WHERECF, | have hereunto subscri bed
nmny hand and affixed ny seal this _ day of

2013.

MARY A. VAVRI K
Regi stered Merit Reporter
Notary Public for Al aska

My Conm ssion Expires: Novenber 5, 2016
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