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M a r c h  24, 1987

T h e  H o n o r a b l e  B e t t y e  F a h r e n k a m p ,  C h a i r  
S e n a t e  S p e c i a l  C o m m i t t e e  on O i l  and G a s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  S e n a t o r  F a h r e n k a m p :

S u b j e c t : S e n a t e  B i l l  182, w h i c h  w o u l d  a l l o w  rhe D e p a r t m e n t
of N a t u r a l  R e s o u r c e s  to s t r e a m l i n e  p r o c e d u r e s  for e x e m p t  
a c r e a g e  oil and gas l ease sales.

P o s i t i o n : The D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  s u p p o r t s  this
bill, w i t h  a s l i g h t  c h a n g e  in w o r d i n g ,  b e c a u s e  it w o u l d  
p r o m o t e  e a r l y  e x p l o r a t i o n  of s t a t e  l a nds p r e v i o u s l y  l e a s e d  
or a d j a c e n t  to e x i s t i n g  oil and gas l e a s e s  or d i s c o v e r i e s .  
E a r l y  e x p l o r a t i o n  of e x e m p t  a c r e a g e  w i l l  r e s u l t  in e a r l i e r  
r e c e i p t  o f  l e ase b o n u s  and r e n t a l  p a y m e n t s  and, in the e v e n t  
of a d i s c o v e r y ,  e a r l i e r  r e c e i p t  of r o y a l t i e s  and taxes.

B a c k g r o u n d : E x e m p t  a c r e a g e  oil a n d  gas l e a s e  sales are
a l l o w e d  u n d e r  AS 3 8 . 0 5 . 1 8 0 ( d ) .  To  q u a l i f y ,  a c r e a g e  m u s t  
h a v e  p r e v i o u s l y  b e e n  s u b j e c t  to an oil and gas lease, 
c o n t i g u o u s  to land u n d e r  an oil and g a s  lease, or a d j a c e n t  
to l a n d  w h e r e  a c o m m e r c i a l  o i l  or gas d i s c o v e r y  has been 
m a d e .

E x e m p t  s a l e s  n e e d  n o t  be l i s t e d  o n  t h e  fo r m a l  f i v e - y e a r  
l e a s i n g  s c h e d u l e  p r e s e n t e d  to the L e g i s l a t u r e  e a c h  J a n u a r y .  
E x e m p t  s a les are r e q u e s t e d  by the o i l  and gas i n d u s t r y  w h e n  
a g e n u i n e  i n t e r e s t  in l e a s i n g  a n d  e x p l o r i n g  the a r e a  exists.

T h e  d e p a r t m e n t  r e c e i v e s  at l e a s t  t w o  or m o r e  r e q u e s t s  for 
e x e m p t  s a l e s  e a c h  year. B e f o r e  an e x e m p t  a c r e a g e  sale c a n  
be held, just as for all o t h e r  s t a t e  oil and gas l e ase 
sales, D i v i s i o n  of Oil and G a s  s t a f f  are r e q u i r e d  by 
AS 3 8 . 0 5 . 0 3 5 ( e )  to p r e p a r e  a w r i t t e n  f i n d i n g  t h a t  the 
p r o p o s e d  sale is in the s t a t e ' s  b e s t  interest.

S i n c e  e x e m p t  s a l e s  are for p r e v i o u s l y  l e a s e d  a c r e a g e  or for 
a r e a s  a d j a c e n t  to l e a s e d  ac r e a g e ,  w r i t t e n  f i n d i n g s  for the 
a l r e a d y  l e a s e d  a r eas are r e v i s e d  s l i g h t l y  to s e r v e  as the
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e x e m p t  a c r e a g e  sa l e  f i nding. H o w e v e r ,  s i n c e  e x e m p t  a c r e a g e  
w r i t t e n  f i n d i n g s  are p r e p a r e d  by e x i s t i n g  staff, t h e y  can 
only be c o m p l e t e d  as t i m e  is a v a i l a b l e .

T h i s  bill w o u l d  a l l o w  t h e  f i n d i n g s  p r e v i o u s l y  p r e p a r e d  for 
the g e n e r a l  sale area, if c o m p l e t e d  w i t h i n  36 m o n t h s  of the 
e x e m p t  sale, to m e e t  the b e s t  i n t e r e s t  f i n d i n g  r e q u i r e m e n t  
for the p r o p o s e d  e x e m p t  sale.

R e c o m m e n d a t i o n : D e l e t e  lines 13 and 14, p a g e  2 and the w o r d
"or" at the e n d  o f  line 12, p a g e  2. T h i s  w i l l  c l a r i f y  the 
intent of the bill.

C o n c l u s i o n : By s t r e a m l i n i n g  the e x e m p t  s a l e  p r o c e s s ,  
a d d i t i o n a l  e x e m p t  s a les c o u l d  b e  o f f e r e d  e a c h  y e a r  a n d  less 
time w o u l d  e l a p s e  b e t w e e n  t h e  sa l e  r e q u e s t  and the scle. 
E a r l y  e x p l o r a t i o n  of e x e m p t  a c r e a g e  l a n d  w o u l d  be 
e n c o u r a g e d .  P u b l i c  n o t i c e  r e q u i r e m e n t s  w o u l d  s t i l l  be in 
effect, as w o u l d  all o t h e r  oil and gas l e a s e  sale 
r e q u i r e m e n t s .

P l e a s e  let me  k n o w  if y o u  w o u l d  like a d d i t i o n a l  i n f o r m a t i o n  
a b o u t  our o i l  and gas l e a s e  sale p r o c e s s .

cc: C o m m i t t e e  M e m b e r s
G e o r g e  S u l l i v a n  
Rod S w o p e
C o m m i s s i o n e r  C o l l i n s w o r t h , DF & G  
C o m m i s s i o n e r  Kelso, D E C




