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F I S C A L  N O T E

1993 L E G IS L A T IV E  SESSION
Revision Data:

Title:

STATE OF ALASKA

Oil & Gas Exploration Licenses and Leases
Oept. Affected: 

"BRU:

'Component:

Revenue

NO. L
Bill Version:__aB__Las------
(H) Publish Date: 3 / 5 / 9 3_

Revenue Operations

Oil & Gas Audit Oivison
Sponsor:

Requestor:

Governor

Governor

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

115

OPERATING FY94 FY95 FY96 FY97 FY98 FY99

PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Praqfam Receipts

1006 GF/MHTIA

Othb' -

TOT, L 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME

PART-TIME
TEMPORARY

Estimate of current yoar (FY93) impact: S 0.00

Prepared by: 

Division:

Rod R. Mourant

Commissioner's Office /J
Approved bv Commissioner Darrel J. Rexwinkel

Agency:

Phone: 465-2300

Date: 3/2/93

Date: 3/2/93

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

1R«V 11/92) 93li*no.xlJ/OBR
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No. 2
F I S C A L  N O T E  Siil Version: C5HB 199fo&c

STATE O F .ALASKA 
^94 L E G IS L A T IV E  SESSION
.dvision Oate:  7-Feb-94____________________

Title: “An Act providing (or oil and gas exploration

licenses, and oil and aas leases, incertain areas of the state...' 

Sponsor:

Requestor

BELL (H) Publish Date: 2/9/94

Deot Affected: Natural Resources 

8RU: Resource Oevelooment

Comoonent: Oil & Gas Oevelooment

House Rules by request of the Governor 

House Oil & Gas

Exoenoitures/Revenues

Component Serial No. 

(Thousands of Dollars)

439

OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00

PERSONAL SERVICES I

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANO & STRUCTURES I

GRANTS. CLAIMS I I

MISCELLANEOUS I I

TOTAL OPERATING I 0.0 o.ol 0.0 0.0 0.0 o.ol

CAPITAL EXPENDITURES I o.ol o.ol 0.0 o.oi 0.0 Q.0I

C H ANGE IN REVENUES ( ) 0.0 o.ol o.ol 0.0 o.ol 0.0

NO SOURCE (Thousands of Oollars)
.. .......

".‘3 0 2  .-ederal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 

1C06 GF/MHTIA

Other

I

!

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any currant year (FY94) cost: $ None

POSITIONS

FULL-TIME o| 0 0 0 0 0

PART-TIME ol 0 0 0 0 0

TEMPORARY o| 0 0 0 0 0

ANALYSIS: (Attach a separate page H necessary)

The zero fiscal note is predicated on (he Division of Oil 4 Gas being funded to (he full level of the Governor's budget request The Division 

of Oil 4 Gas will be the primary administrators of this program and need to be fully staffed to accomplish this task.

•k
Prepared by: 
Division:

roved by Cpmmtssioner. v V

Harry A. Nos 
Agency: Natural Resources^ f  /

Phone : 
Oats:

Date:

PREPARER
(1FNFORM.XLS Fi«V 2/7/94)

/ /  L  /
R TO^ROVinE A 
/xTor further dlsi

762-2548
7-Feb-94

7-Feb-94
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8-GH1012M.1
Chenoweth

3/10/94

A M E N D M E N T

OFFERED-IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 199(0&G)

Page 2, line 27.:

Delete "and"

Page 3, line 3, after "Seward Meridian":

Insert and

(3) the area described in AS 38.05.140(0"



8-GH1012M.2
Chenoweth

3/10/94

A M E N D  M  E N T  T H T
c u i o p Y '

OFFERED-IN TH E  HOUSE BY REPRESENTATIVE BROW N
TO: CSHB 199(0&G)

Page 3, line 9, after "AS 38.05.132.":
Insert "The commissioner may, at any time after issuance of a written determination

1 oFFtretnp uajDitA
under this subsection, revise the description of the land that may be[subject to^he provisions 

of AS 38.05.132 based upon the commissioner’s receipt of new information."



8-GH1012M.3
Chenoweth

0 - 0  3/10/94

OFFERED IN TH E  HOUSE BY  REPRESENTATIVE BROW N
TO: CSHB 199(0&G)

Page 6, line 29, after "The regulations":
Delete "must"
Insert "may"

A M E N D M E N T  X



OFFERED. IN TH E  HOUSE BY REPRESENTATIVE BROW N
TO: CSHB 199(0&G)

Page 8, lines 26 - 27:
Delete a'l material and insert:

"(3) must be conditioned upon payment to the state of a fixed royalty
share

(A) of not less than 12.5 percent in amount or value of the 
production removed or sold from the lease;

(B) of not less than 12.5 percent in amount or value of the 

production removed or sold from the lease and a fixed share of the net profit 
derived from the lease of not less than 30 percent reserved to the state; or

(C) based on a sliding scale according to the volume of 
production or other factor but in no event less than 12.5 percent in amount or 
value of the production removed or sold from the lease;"

8-GH1012M.4
Chenoweth

3/10/94

A M E N D M E N T  *~l ^

-1-



v^rusSen^or--f-

A m e n d m e n t  t o  C SH B  199 (O il a n d  G a s )  * 5  ' r  ^  ^

Page 3
between lines 3 and 4, insert a new  sub-section to read:

"(3) tide and submerged lands"

Purpose and effect of amendment:

L icens ing  for oil and  gas exploration would not app ly  to Alaska's m arine  areas if  the 
am endm ent were to be adopted.

Rationale:
1) L icens ing  very  large areas for oil exploration makes it  even more d ifficult for the 
department and the pub lic  to determ ine w hat im pacts m ay  occur and where they 
w ill happen

Reasonably deta iled  information on potential im pacts is necessary i f  the best 
interest determ inations and consistency find ings are to have any va lid ity .

Th is  detail m ay  become vague w hen  up to 500,000 acres (say, a parcel that is 20 
m iles w ide and almost 40 m iles long) is be ing  considered.

The present leas ing  law  has a well-publicized schedule, and deals w ith  m uch  
sm aller areas. T h is  allows a more focused review , necessary in  the sensitive m arine  
environment.





ALASKA OIL AND GAS ASSOCIATION 
POSITION 

ON
LARGE BLOCK EXPLORATION LICENSING LEGISLATION

(HB 199/SB 150)

The Alaska Oil and Gas Association (AOGA) is a trade association whose member 

companies account for the majority of oil and gas exploration; production, 

transportation and marketing activities in Alaska.

AOGA believes that large block licensing is an attractive addition to the State's leasing 

program to accelerate exploration and potential development of Alaska's frontier areas.

The Association has established the following position on large block exploration 

licensing legislation:

•  AOGA supports a large block licensing program that does not apply to lands (1) north 

of the Umiat baseline; (2) lands south of the Umiat baseline that art within proposed 

Competitive Oil and Gas Lease Sales 80 ,87  and 88 prior to  the initial sale; and (3) in 

the vicinity of Cook Inlet that are within the area bounded by the north boundary of 

Township 17 North S.M., the Seward Meridian, the south boundary of Township 7 

South S.M., and the west boundary of Range 19 West S.M.

•  AOGA supports a  program in which a license is conditioned upon the posting of an 

annual bond or other security in favor of th e  state and in which the annual bond or 

other security is calculated as the entire work commitment expressed in dollars less 

the cumulative expenditures as of the last day of the most recent project-year, divided 

by the remaining years of the exploration license.

•  AOCA supports a  competitive program in which ail licenses are awarded on the basis 

of written, scaled bids for total dollar work commitment. The commissioner should 

adopt regulations to evaluate competing proposals.
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AOGA Position on H0 199/SB 150 
Page 2

•  AOGA supports a program in which conversion from license to lease is under existing 

state leasing statutes AS 38.05.180 (jMm), (oMu), and (xMz), and upon conversion, 

such a lease is subject to  the acreage chargeability of AS 38.05.140(c).

* AOGA supports a program in which any relinquishment of the License area does not 

occur before the fourth anniversary of the License and each year thereafter is a 

percentage relinquishment of the remaining License area not to  exceed 50 percent of 

the original License area. As an incentive for early evaluation of a License area, 

AOGA believes no relinquishment should be required if the Licensee has expended 50 

percent of the approved work commitment by the fourth anniversary of the License.

The House Oil and Gas Committee Substitute for HB 199 is consistent with f.Me AOGA 

position on exploration licensing legislation. AOGA supports CSHB 199.

AOGA MEMBERS:

Amerada Hess Corporation 
Anadarko Petroleum Corporation 
ARCO Alaska, Inc.
BP Exploration (Alaska), Inc. 
Chevron U.Sj V. Inc.
Cook Inlet Region, Inc.
Exxon Company, U.S.A.
MAPCO Alaska Petroleum Inc. 
Marathon Oil Company

Mobil Oil Corporation 
Petrofina Delaware, Inc.
Petro Star, Inc.
Phillips Petroleum Company 
Rowan Companies, Inc.
Shell Western E&P Inc.
Texaco Inc.
Union Texas Petroleum Alaska Corp. 
UNOCAL



Exp lo ra tion  L ic e n s in g  -1/18/94 

^  (C S H B  199) V e rs io n  I

A R C O  s u p p o rtsT h e  O c to b e r  25 D N R  vers io r? as  a  strong  , frontier l ic e n s in g

b ill. W e  particu la r ly  w a n t  to po in t out its s treng ths  in p ro v id in g  a  le ve l

p la y ir g  f ie ld  for po tentia l com petito rs .

1) T h e  b o n d in g  fo rm u la tion  strikes an  a pp ro p r ia te  b a la n c e  a m o n g s t  a  

va r ie ty  of in terests  to p ro v id e  e q u a l f in a n c ia l footing for b id d e rs  and  

so lid  pro tection  of th e  State's in terest.

2) L e a s e s  a re  a c h ie v e d  on ly  after th e  entire  w ork  co m m itm e n t  is 

co m p le te d ,  w h ich  m in im iz e s  c h a n c e s  for s p e cu la t io n .

3) T h e  b o n d in g  a n d  r e lin q u is h m e n t  p ro v is io n s  p ro v id e  in c e n t iv e s  to 

c o n d u c t  th e  work early  a n d  v igo ro us ly .

4) T h e  b o n d in g  p ro v is io n s  a llow s  th e  l ic e n s e e  the  m a x im u m  flex ib ility  to 

p u r s u e  a  w ork  prog ram  that m a k e s  s e n s e .

5) T h e  lic e n s in g  s u p p le m e n ts , a n d  a lso  d o ve ta ils  into th e  p ro ven  state  

le a s in g  sys tem , p ro v id in g  l ic e n s e e s  w ith  m a x im u m  certa in ty  of the  

lo ng  term  ru les .

6) F in a lly , th e  w in n in g  b id , in a n y  co m pe t it io n  is s e le c te d  b a s e d  upon  

th e  o b je c t iv e  s ta nd a rd s  of total do lla r  a m o u n t  u s in g  s e a le d  b id s .



I

$1,584,000,000 
B o n u s  F ro m  T w o

P ru d h o e  S a le s

C o m p a r is o n  of R o y a lt ie s  a n d  B o n u s e s  
F Y ’65-FY'92

$367,205,000
All O lh e r  B o n u s e s  

2.2% *4----------



WALTER J . HICKEL 
jC v e ^ N c n

P. O. Sox I1CQQ1 
Juneau. Alaska 9SSII-GCCI 

(307) ASS-OSQO

S t a t e  o f  A u s e a
□ Fries OF THE GQVCPNQP 

J  UNJE A U

M a r c h  5 , 19 9 3

T h e  H o n o r a b l e  R a m o n a  L . B a r n e s

S p e a k e r  o f  t h e  H o u s e

A l a s k a  S t a t e  L e g i s l a t u r e

S t a t e  C a p i t o l

J u n e a u ,  A K 9 9 8 0 1 - 1 1 8 2

D e a r  S p e a k e r  B a r n e s :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18, o f  t h e  A l a s k a  C o n s t i t u t i o n ,  i  a m  t r a n s m i t t i n g  a  b i l l  

a u t h o r i z i n g  o i l  a n d  g a s  e x p l o r a t i o n  l i c e n s e s  f o r  t r a c t s  o f  s t a t e  l a n d  u p  t o  5 0 0 ,0 0 0  a c r e s  i n  

s i z e  a n d  p r o v i d i n g  f o r  s u b s e q u e n t  l e a s i n g  o f  s o m e  o r  a l l  o f  t h e  a c r e a g e  s u b j e c t  t o  t h e  

l i c e n s e .

T h e  b i l l  i s  d e s i g n e d  t o  e n c o u r a g e  t h e  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  a r e a s  w i t h i n  t h e  

s t a t e  w i t h  u n d e t e r m i n e d  o i i  a n d  g a s  p o t e n t i a l .  I n  c o n t r a s t  t o  t h e  p r o v i s i o n s  o f  t h e  s t a t e ' s  

e x i s t i n g  c o m p e t i t i v e  o i l  a n d  g a s  l e a s i n g  p r o g r a m ,  t h e  b i l l  w o u l d  a l l o w  t h e  s t a t e  t o  i s s u e  

l i c e n s e s  c o v e r i n g  r e l a t i v e l y  l a r g e  t r a c t s  t o  l i c e n s e e s  b a s e d  u p o n  t h e i r  c o m m i t m e n t  t o  

p e r f o r m  c e r t a i n  e x p l o r a t i o n  p r o g r a m s ,  t h e  m o n e t a r y  v a l u e  o f  w h i c h  h a s  b e e n  

p r e d e t e r m i n e d .  T h e  b i l l  i s  n o t  i n t e n d e d  t o  r e p l a c e  t h e  s t a t e ’ s  c o m p e t i t i v e  l e a s i n g  

p r o g r a m ;  r a t h e r ,  i t  i s  i n t e n d e d  t o  p r o v i d e  a n  e f f e c t i v e  a l t e r n a t i v e  t n  e n c o u r a g e  

e x p l o r a t i o n  i n  t h o s e  a r e a s  t h a t  t r a d i t i o n a l l y  h a v e  n o t  a t t r a c t e d  t h e  i n t e r e s t  o f  

e x p l o r a t i o n i s t s  u n d e r  t h e  s t a t e !  s  c u r r e n t  l e a s i n g  r e g im e .

U n d e r  t h e  b i l l ,  e i t h e r  t h e  s t a t e  o r  a  p r o s p e c t i v e  l i c e n s e e  c o u l d  n o m i n a t e  a n  a r e a  o f  

u n i d e n t i f i e d  o i l  a n d  g a s  p o t e n t i a l ,  c o n s i s t i n g  o f  r e a s o n a b l y  c o m p a c t  a n d  c o n t i g u o u s  

a c r e a g e  t h a t  s h o u l d  b e  s u b j e c t  t o  a  l i c e n s e .  T h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  

w o u l d  b e  a u t h o r i z e d  t o  i m p o s e  r e a s o n a b l e  w o r k  c o m m i t m e n t s  o n  t h e  l i c e n s e e  w i t h  

r e s p e c t  t o  t h e  l i c e n s e  a r e a .  S u b s e q u e n t  t o  t h e  s u c c e s s f u l  c o m p l e t i o n  o f  t h e  

p r e d e t e r m i n e d  w o r k  c o m m i t m e n t ,  t h e  l i c e n s e e  c o u l d  c o n v e r t  p o r t i o n s  o r  a l l  o f  t h e



T h e  H o n o r a b l e  R a m o n a  L .  B a r n e s

M a r c h  5 ,  1 9 9 3

P a g e  2

(91

a c r e a g e  t o  o n e  o r  m o r e  l e a s e s ,  e a c h  n o t  t o  e x c e e d  3 0 ,0 0 0  a c r e s  i n  s i z e .  T h e  im p o s i t i o n  

o f  t h e  r e q u i r e d  w o r k  c o m m i t m e n t  a n d  t h e  r e q u i r e m e n t  t o  p a y  a n  a n n u a l  r e n t a l  o n  

a c r e a g e  s u b j e c t  t o  l e a s e  a r e  t o g e t h e r  i n t e n d e d  t o  d i s c o u r a g e  w a r e h o u s i n g  o f  a c r e a g e  

t h a t  t h e  l i c e n s e e  d o e s  n o t  i n t e n d  t o  e x p l o r e  o r  d e v e l o p .  T h e  c o m m i s s i o n e r  i s  a u t h o r i z e d  

t o  i n c l u d e  r e a s o n a b l e  c o n d i t i o n s  a n d  o b l i g a t i o n s  i n  t h e  l e a s e s  a r i s i n g  f r o m  c o n v e r s i o n  o f  

l i c e n s e s .

A  l i c e n s e  p r o p o s a l  w o u l d  r e q u i r e  p u b l i c  n o t i c e  a n d  t h e  o p p o r t u n i t y  f o r  c o m p e t i n g  

p r o p o s a l s  b y  o t h e r  p r o s p e c t i v e  l i c e n s e e s  a s  w e l l  a s  t h e  o p p o r t u n i t y  f o r  p u b l i c  c o m m e n t .  

T h e  c o m m i s s i o n e r  o f  n a t u r e !  r e s o u r c e s  w o u l d  b e  r e q u i r e d  t o  m a k e  a  f i n d n g  t h a t  i s s u i n g  

a  l i c e n s e  i s  i n  t h e  b e s t  i n t e r e s t  o f  t h e  s t a t e .

T h e  e x p l o r a t i o n  a n d  p o t e n t i a l  d e v e l o p m e n t  o f  A l a s k a ’ s  r e m o t e  a n d  u n d e r e x p l o r e d  

b a s i n s  w i l l  b e  f u i t h e r  e n c o u r a g e d  b y  t h e  a d o p t i o n  o f  t h e  l i c e n s i n g  a n d  l e a s i n g  

m e t h o d o l o g y  c o n t a i n e d  i n  t h i s  b i l l .

/ u r g e  y o u r  p r o m p t  a n d  f a v o r a b l e  c o n s i d e r a t i o n  o f  t h i s  b i l l .

S i n c e r e l y ,
i  /

W a l t e r  J .  H i c k e !  

G o v e r n o r



§. -38.05.965 Public Land S 38.05.965

-..(13) "park and recreacion iana" means iand chiefly valuable for 
public park and recreation use:

(14) "preference right forest lease" mean* a lease granted to a Ies- 
s’ee-whose United States Forest Service term  special use perm it was 
cancelled to allow the land under perm it to be selected by the state: 
*"-(•15) "preference righ t grazing lease" means a grazing lease granted 
to a lessee whose federal grazing lease was cancelled to allow the land 
under lease to be selected by the state:

(16) "public w ater” means navigable w ater and all other water, 
whether inland or coastal, fresh or sait. th a t is reasonably suitable for 
public use and utility , habitat for fish and wildlife in which there is a 
public interest, or m igration and spawning of fish in which there is a 
public interest;

(17) "rule of approximation” is the rule which is applied in deter­
m ining w hether or not a  lease complies with the area lim its set forth 
in this chapter and regulations adopted under it and in keeping the 
boundaries of leased land coincidental w ith legal subdivisions; under 
the rule, if the area  covered by a lease in excess of the perm itted 
maximum is sm aller than  the area of any deficiency th a t would result 
by elim inating from the lease the sm allest legal subdivision covered 
by the lease or application for lease, the excess area will be perm itted 
to rem ain in the lease; if the excess area  is greater th an  the deficient 
area would be, then the smallest legal subdivision will be elim inated 
from the lease;

(18) "shoreland” means land belonging to the sta te  which is covered 
by nontidal w ater th a t is navigable under the laws of the United 
States up to ordinary high w ater m ark as modified by accretion, ero­
sion, or reliction;

(19) "state land” o rfland^m eans a ll land, including shore, tide and 
submerged land,- dr':r^qu^M _belonging to or acquired by the state;

(20) "submerged lm dtfineans  land covered by tidal w ater between 
the line of m ean l o ^ ^ t e g m i d  seaw ard to a distance of three geo­
graphical miles or'further as m ay hereafter be properly claimed by the
state; • .

(21) "tidelandT.-meai a j T a ^ ^ th a t  is periodically covered by tidal 
water"Between thf^leyafiLm ofim eah high w ater and m ean low water:

(22) "tim ber land^andU hnateria l land" mean state  land chiefly 
valuable for m aterials, including, bu t not limited to, sand, stone, 
gravel, pumice, common clay, or tim ber and other forest products:

(23) "university land"
(A) means
(i) all sections 33 reserved to the university under 38 S tat. 1214, as

amended; ... *.• •&
(ii) all land granted to or reserved for the benefit of the university 

th a t retains its designation as university  land;
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Bills aim to speed oil exploration
Licensing, data  exchange plans hoped to offset Prudhoe decline
B y  IA N  M A D E R
T ha  A s so c ia te d  P te s s

JUNEAU — The Hickcl administration has proposed legislation that It 'says would promote quicker exploration of the slate's oil reserves.One bill would allow* oil companies to appl ’ for licenses to explore large tracts at once, bypassing the need to collect enough contiguous smaller tracts at state lease auctions to make exploration practical.Under Senate BUI 150 and House BUI 199, a company would get a large-area license by committing to do the exploration soon and posting a bond to guarantee the work.

Ken Boyd, deputy director of the state Oil and Gas Division, sold auctions often !;ave several contiguous tracts in the hands of different companies, which would have to team up for exploration. They often do not agree on when to start arilling.Licensing would remove that delay, he said. ‘There’s no hemming and hawing. You put down your bond and away you go.“ Competition would not end under licens­ing, he said. Once a company applied for a license, other companies could make coun­terproposals to the state. Stale officials would choose the best proposal. If the company found oil, it would have the option

to lease the land.Arco Alaska Inc.. the biggest supporter of "exploration licensing," says the idea could help make Alasku more attractive to new oil companies and those that have been leaving the state for foreign prospects."We think It will attract new investors by cutting as much as a decade from the time required to find and develop a new Alaska oil field," Arco vice president James M. Davis told the Juneau Chamber of Com­merce last week.BP Exploration (Alaska) Inc. says it
P le a s e  s e e  D-6. L IC E N S IN G
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A l l  s ta le  land  w i th  i n s u f f i c i e n t  
g e o lo g i c a l  o r  g e o p h y s i c a l  in f o rm a t io n ,  
u n l c a s e d  s l a l e  la n d  and  la n d  
p r e v io u s l y  a v a i l a b l e  fo r  le a s e  i s  
a v a i l a b l e  fo r  e x p lo r a t io n  l i c e n s i n g .

Land  north o f  the U m ia t  b n s c l i n c ,  
c e r ta in  areas o f  C oo k  In le t ,  and (lie 
a re a s  d e f i n e d  in  p e n d in g  le a s e  s a l e s  
80, 87 &  88 arc  e x c lu d e d .  O the r s ta te  
land  i s  a v a i l a b l e .

L an d  north o f  the U m ia t  b a s e l in e ,  
ce r ta in  n rcas  o f  C oo k  In le t ,  and the 
a re a s  d e f i n e d  in  p e n d in g  le a s e  s a le s  
80, 87 &  88 a rc  e x c lu d e d .  O the r s ta te  
la n d  i s  a v a i l a b l e .

M u s t  f u l f i l l  w o rk  c om m i tm en t  b y  the 
'•'id o f  the l i c e n s e  te rm .

M u s t  com p le te  at leas t  25% o f  w o rk  
com m itm en t  by  end o f  the 4th y ea r .

M u s t  c om p le te  at le a s t  25% o f  w o rk  
c om m itm en t  b y  end o f  the 4th yea r .

No r c q u i s h m c n l  p r o v i s i o n s . N o  r e l in q u i s h m en t  re q u i r e d  iT 50% o f  
w o rk  com m i tm en t  is c om p le te d  b y  end 
o f  d lh  year . I f  50% not com p le te d  by  
end o f  d th yea r ,  25% o f  the o r ig in a l  
a c re a g e  m u s t  b e  s u r r e n d e r e d ,  w i t h  an 
a d d i t io n a l  10% o f  the r em a in in g  
a c reage  su r re n d ed  each y e a r  - to n 
m ax im um  o f  50%.

No r e l in q u i s h m en t  r e q u i r e d  i f  50% o f  
w o rk  c om m i tm en t  i s  c om p le te d  b y  cr.d 
o r  4lh yea r . I f  50% not com p le ted  by  
end o f  4th yea r ,  25% o f  (he o r ig in a l  
a c r e a g e  m u s t  b e  s u r r e n d e r e d ,  w i t h  an 
a d d i t io n a l  10% o f  the r em a in in g  
a c re ag e  surTcnded each y e a r  - lo  a 
m a x im u m  o f  50%.

b o n d in g  r e q u i r e d  fo r  f l i c  to ta l  w o rk  
com m itm en t .  I f  w o rk  com m itm en t  not 
c o m p le t e d ,  fo r fe i t  r e m a in i n g  am oun t  o f  
b o n d .

C a l c u la t e d  * n im b y  as  th e  e n t i r e  w o rk  
c om m i tm en t  e x p re s s e d  in d o l l a r s ,  l e s s  
c u m m u ln l i v c  e x p e n d i t u r e s ,  d i v i d e d  b y  
the n um be r  o f  l i c e n s e  y e a r s  r em a in in g .

C a l c u l a t e d  a n n u a l l y  th e  e n t i r e  w o rk  
c o m m i lm e . ' t  e x p r e s s e d  in  d o l l a r s ,  le s s  
c u m m u l n l i v c  e x p e n d 1 re s ,  d i v i d e d  b y  
the n um b e r  o f  l i c c . . s c  y e a r s  r em a in in g .

O ra l o u t c r y  a uc t io n , b i d  aw a rd e d  to 
h ig h e s t  w o rk  c om m i tm e n t  e x p re s s e d  in 
d o l l a r s .

C om p e t i t i v e  s c a le d  b i d s .  A w a r d  goes  
to h ig h e s t  d n l la r- nm oun t  w o r k  
c om m i tm e n t .  A l l o w e d  e x p e n d i t u r e s  
a r c  d e f in e d  b y  s ta tu te .  (D e p r e c ia t io n ,  
in te re s t  &  in s u r a n c e  p r em ium s  a r c  
N O T  a l low e d  as an exp en se .  D r i l l i n g ,  
lo g g in g ,  t e s t in g  and e v a l u a t i n g  o i l  & 
ga s  w c i i s  a rc  a l l o w e d  a s  nn expen se .)

C o m p e t i t i v e  s c a le d  b i d s .  A w a r d  goes 
lo  h ig h e s t  d o l la r- nm o un t  w o rk  
c o m m i tm e n t .  A l l o w e d  e x p e n d i t u r e s  
a r c  d e f i n e d  b y  s ta tu t e .  (D ep re c ia t io n ,  
in t e r e s t ,  &  in s u r a n c e  p r em iu m s  a re  
N O T  a l l o w e d  as an e xp en se .  D r i l l i n g ,  
lo g g in g ,  t e s t in g  and  e v a l u a t i n g  o i l  &  
gas  w e l l s  a re  a l l o w e d  a s  nn expense .)

L ic e n se  nrca o f  not more  than 500.000 
acre s . Upon f u l f i l lm e n t  o f  wo rk  
c om m itm en t  a l l  or part o f  nrca can be 
con ve r te d  to le a se ,  w i th  30,000 t rac ts .  
No t s u b j e c t  lo  AS  38.05.140(c) 
a c re ag e  l im i t a t io n s .  A n n u a l  ren ta l  i s  
$3 per ac re .

L ic e n se  area o f  not l e s s  than 20,000 
ac re s , m id  not m o r e  than 500,000 ac re s .  
Upon f u l f i l lm e n t  o f  w o r k  c om m i tm en t  
n i l o r part o f  nrca can l ie  c o n v e r te d  to 
le a se ,  w i th  s tanda rd  t rac t  s i z e .
. S u b j e c t  to a c re a g e  l im i t a t i o n s  o f  
AS  38.05.IdO(c). A nn u a l  ren ta l  i s  S3 
per a c re .

L i c e n se  area o f  not l e s s  than 20,000 
ac re s , and not m o r e  than  500,000 ac re s .  
Upon  f u l f i l lm e n t  o f  w o r k  c om m itm en t  
a l l  o r  part o f  area can  b e  conve r ted  to 
lense , w i th  s ta n da rd  t rac t  s i z e .  S u b je c t  
lo  a c re age  l im i t a t io n s  o f  AS38.05.140(c). 
A n n u a l  ren ta l  i s  $3 per acre
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STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 
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$ Millions
S t a t e  o f  A l a s k a  R e v e n u e s

Oil & Gas Oil & Gas Lease Petro leum : Tota l
F is ca l Severance Gross Bonus Other Tax & Petro leum
Year Tax + R oya lt ie s  + Sales + S e tt lem en ts  = Revenues

1959-69 9 29 96 89 223

1970 8 1 9 900 1 2 939
1971 1 1 24 0 1 2 47
1972 1 1 25 0 1 2 48
1973 12 24 4 1 1 50
1974 15 29 25 1 2 80
1975 27 40 1 23 90
1976 28 43 0 320 392
1977 24 46 0 421 491
1978 108 199 0 185 492
1979 174 332 0 399 906
1980 507 918 457 720 2,601
1981 1,170 1,50? 14 1,011 3,697
1982 1,582 1,553 10 838 3,983
1983 1,494 1,447 73 443 3,457
1984 1,393 1,409 17 418 3,237
1985 1,389 1,390 24 321 3,124
1986 1,108 1,098 70 753 3,029
1987 649 592 1 337 1,578
1988 819 954 1 1 607 2,391
1989 699 819 23 533 2,074
1990 1,002 1,004 0 385 2,391
1991 1,285 1,293 38 690 3,306
1992 1,053 936 5 628 2,622

14,573 15,724 1,770 9,181 41,248

Source: Alaska Dept, of Revenue, Revenue Sources Book, Fall 1992
AK rev 59-92 1/29/93
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' ALASKA POLICY F ORUM : A  p S id m e s a a g e  f o r  A la s k a n s  a b o u t  o i l  and< the  e c o n o m y

D oyon Drilling, Inc. J.V.
Anchorage, Alaska 
(907) 563-5530

N orthrim  Bank 
Anchorage, Alaska 
(907) 562-0062 
Supporting in te lligent develop­
m ent o f  A laska's resources

Flow llne A laska
Fairbanks, Alaska 
(907) 456-4911

H oiaday-Parks, Inc.
Fairbanks, Alaska
(907) 452-7151
The source fo r custom  sheet
m eta l fabrication

LCMF Limited 
Anchorage, Alaska 
(907) 562-1830 
Engineers, p ro ject managers, 
surveyors and architects. 
Specializing in com plete engi­
neered fuel system s,

U nitech of A laska 
Anchorage, Alaska 
(907) 349-5142 
Providing materials to A laska/ 
Pacific  Northwest to help keep 
o u r environment c lean

C row ley Marin 
Anchorage, Ala 
(907)563-1114 
Ro/Ro barge  se 
assist, bunken'r 
environmental i 
transportation i  
leum  terminalin 
tion

S a h lb e rg  Safet 
Anchorage, Ala 
(907) 276-5494 
Providing Alas, 

with quality Indt 
equipm ent fo r 4

rf

Ia
E<D
E
.73s

£
-acmi5
L

£

4Bn

to
&i
v»

r?
rF
•i*.
\

o»Vv

ft

1
t o
\fi
«n
2

B a n g l a d e s h  d o e s  it. 

G r e e n l a n d  d o e s  it. 

M o n g o l i a  d o e s  it.

There’s probably lots of undiscovered oil in Alaska, enough to 
keep the trans-Alaska pipeline operating for years after our known 
North Slope fields run down.

But we’ll never produce it unlest we find it
And we’ll never find it if we don’t drill.
We need to stimulate more oil exploration, in all parts of Alaska.
To do this, we need a new tool added to our existing state oil and 

gas leasing j igram. It’s a concept new to Alaska, but commonly 
used for years overseas, and even by Alaska Native corporations on 
private lands in Alaska.

A proposal to create that tool, as a supplement to Alaska’s existing 
leasing program, is now before the state legislature.

“E x p lo ra tio n  licensing”  h a s  been used fo r  y e a rs  in  a t  lea s t 63 
coun tries , includ ing  the  U.S.

All over the world, variations of exploration licensing are used. 
From Abu Dhabi and Dubai; to Angola, and Chad; Argentina to 
Columbia, Ecuador and Costa Rica; China and India to Ireland, 
Denmark and Greece, exploration licensing is used to stimulate new 
oil exploration. Mongolia

"1 All over the world, variations 
I  of exploration licensing are 
I  used. From Abu Dhabi and 
I  Dubai; to Angola, and Chad;
I  Argentina to Colum bia, Ecua- 
I  dor and Costa R ica; China  
Q and India to Ireland.

and Greenland have just 
adopted it. The U.S. gov­
ernment uses it on certain 
federal lands.

Basically, exploration ! 
licensing gives an oil 
company the right to 
explore in large blocks of 1 
land, which gives the
company’s geologists the flexibility to test new theories of how oil 
is deposited deep underground.

It streamlines the process of exploration by making large areas of-* 
land available sooner than under the state’s current leasing system,

Pago 10 *
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A  p a id  m e s s a g e  f o r  A la s k a n s  a b o u t  o i l  a n d  th e  e c o n o m y

and without changing environmental requirements.
It is also “market driven." The companies can tell the state 

which lands they are interested in exploring, The state doesn’t 
have to guess what acreage the industry is interested in acquiring.

ARCO Alaska’s recent discoveries on the North Slope and in 
Cook Inlet show what just one company can do when it turns its 
exploration staff loose to test new geologic theories.

Those theories led directly to new oil finds in the Sunfish dis­
covery in the inlet and on the Colville River delta of the North 
Slope.

We need a lot of 
companies like 
ARCO exploring.

Senate Bill 150 
and House Bill 
199, now in ad­
vanced stages of 
consideration in the 
legislature, would 
provide the tool to 
get more compa­
nies exploring in 
Alaska.

Exploration licensing stream­
lines the process of explora­
tion by making large areas of 
land available sooner than 
under the state’s current 
leasing system, and without 
changing environmental 
requirements.

There’s nothing wrong with Alaska’s current leasing system. 
It works fine in parts of the state with known oil discoveries and 
production.

But it doesn’t do much to attract exploration dollars Into high- 
risk, unknown parts of the state, where there is geologic potential 
but no previous discoveries.

Exploration licensing is designed precisely for tne.se new, 
unknown areas.

Our current system leases tracts in relatively small sizes, about 
5,600 acres, and in competitive “bonus bid" sales. These are 
auctions where the winner is the company, or group of companies, 
that offers the largest cash “bonus" payment to the government, In 
adriitic.a to paying rentals on the lease and royalties from any 
production.

The problem with small lease tracts is that it takes time for 
companies to consolidate land rights over several geologic targets 
its geologists are interested in, which which are usually broadly 
dispersed in a new, unexplored basin.

(Continued next page)

H arding L aw son  A s s o c ia te s  
Anchorage, Alaska 
(907) 563-8102
Providing engineering & environm ental 
services in A laska fo r ove r 2 0  years

STEELFAB
Anchorage, Alaska 
(907) 276-4303
Alaska's largest locally owned s te e l 
service cen te r and  fabrica tor

F ron tier T ran sp o rta tio n  C om pany  
Anohorage, Alaska 
(907) 349-6474
In te r and Intrastate trucking company. 
Q uality service and com petitive rates

Com m ercial T esting  & Engineering
Co., A laska Division
Chem ical & G eological L aborato ry
Anchorage, Alaska
(907) 562-2343
State and federal accred ited fu ll 
service environm ental laboratory with 
world-wide capabilities

Pool A rctic A laska
Anchorage, Alaska 
(907) 561-7447
Em ploying o v e r200  A laskans on 
North S lope and  Cook In le t drilling 
projects

NANA/DYNATEC JV .
Anchorage, Alaska 
(907) 562-0709
Econom ic stratigraphic coreholes up 
to three m iles deep

Coffm an E n g in eers  
Anchorage, Alaska 
(907) 276-6664
Q uality multid iscipline engineering  
since 1979; civil/structural, m echani­
cal, e lectrical and  corrosion

U delhoven Oilfield 
S y s tem  S e rv ices , Inc. 
Anchorage, Alaska 
(907) 344-1577

Page 11
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A  p a id  m e s s a g e  f o r  A la s k a n s  a b o u t  o i l  a n d  th c  e c o n o m y  ' :  .

Air Van N orth A m erican
Anchorage, Alaska
(907) 272-0536
TALK A B O U T S AVIN G S ' Our
Alaska H ighway service prices
are the least when heading
EASTl

A rctic C on tro ls , Inc,
Anchorage, Alaska 
(907) 277-7555 
Industrial controls 
and instrumentation

A laska P um p & S upp ly  
Anchorage, Alaska 
(907) 563-3424 
A n  Alaskan company, serving 
Alaska's industries

G older A s s o c ia te s  Inc. 
Anchorage, Alaska 
(907) 561-1152 
Environmental and  
geotechnical engineering fo r 
Alaska's petroleum , transporta­
tion and m ining industries

Irish Trucking
Anchorage, Alaska: 344-0122 
Fairbanks, Alaska: 456-3232 
State-wide transportation, 
quality service, o ilfie ld  equip­
m ent & supplies, a n d  heavy 
hauling

J o h n s o n  C o n tro ls , Inc., 
S y s tem s  & S e rv ic e s  Division 
Anchorage, Alaska 
(907) 243-3737 
We forge lasting alliances with 
our customers through perfor­
m ance that exceeds their 
expectations

M-l Drilling F lu ids Co. 
Anchorage, Alaska 
(907) 274-5564 
Drilling fluids, completion 
brines, solids contro l & filtration 
vans, and engineering service

(Continued fro m  preceding page) That's because com petitive 
bidding can create complex lease ownership over geologic pros­
pects. I f  different companies wind up owning small-size leases 
over a prospect with m arginal potential, it m ay take years to 
negotiate the complex agree­
m ents needed to finance the 
drilling o f  a well. That often 
happens under A laska’s 
current leasing system.

A nother problem  with 
competitive bonus-bid sales, 
in new  and unexplored 
regions, is that it  puts m oney

Another problem with competi­
tive bonus-bid sales, in new  
and unexplored regions, is 
that it puts money into the 
government's treasury that 
could have gone for drilling.

into the governm ent’s trea­
sury that could have gone for drilling wells. In  the long term, 
drilling wells and finding new  oil will make m uch m ore m oney for 
the public treasury.

A  better approach in frontier areas is to give exploration 
companies, either by themselves or in  groups, the opportunity 
to get a “hunting license”  over a larger area,
T hat’s the idea behind the legislation new  pending in  Juneau.
Com panies w hose exploration staffs have new  ideas can propose 

an exploration program  to the State o f Alaska. The Com m issioner 
o f N atural Resources w ould be free to invite com peting proposals, 
and then choose which group offers the bext exploration proposal.

A  perform ance bond, o r some other instrument, guarantees to 
the state that the exploration
w ork prom ised w ill get done.
A ll existing environm ental 
laws w ill apply.

W hen the proposed w ork is 
done, the explorers have the 
option o f  converting their 
discovery into a conventional 
state oil and gas lease. T hat 
gives them  the incentive to  invest in  exploration.

A fter a  discovery, the s ta tebas  the option to bring its current 
leasing system  into play, leasing nearby unleascd acreage under 
competitive bonus bids.

Exploration licensing can  
speed up the discovery and 
development of new  oil 
fields, generating new  
revenues for the state.

Page 12
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A  pa id  message For Alaskans about o il and the economy

In the legislature, the problems 
in SB-150 and HB-199 are 
being worked out. it’s no sur­
prise that there are differences 
of opinion over a new  idea like 
exploration licensing.

In  the legislature, the problems in SB-150 and HB-199 are 
being worked out. It ’s no surprise that there are differences of 
opinion over a new idea like exploration licensing. There are 
differences between the major oil companies operating in Alaska, 
and concerns by 
Independent oil com­
panies and small 
investors who fear 
being “locked out” of 
exploration licensing.
Most differences 
between oil companies , 
have been worked out, I 
and other concerns are
being addressed by the legislature, The senate version of the bill, 
SB-150, has already gone through substantial modifications. 
Legislative committees will consider both bills again in 1994, 
Among problems still being worked out is the bonding provision, 
which is intended to guarantee that exploration committments are 
actually carried out The bond needs to be large enough to provide 
a serious penalty to a company that abandons its commitment to 
explore. But it also must be structured to allow smaller companies, 
not just large oil firms, to participate in exploration licensing.

Another problem is “relinquishment” of acreage, where a certain 
amount of acreage in a license is given up each year as an explora­
tion program proceeds. This is intended to guarantee a company 
will aggressively explore, and not just “warehouse” acreage.

But there are differing views. Some feel it will do the opposite, 
and encourage warehousing (the feature may become an incentive 
to accumulate more acreage than is really needed). Another prob­
lem: Periodic review of ongoing exploration by state officials. The 
State of Alaska needs some, mechanism to oversee the progress of 
exploration under licenses, but some in industry worry that this 
could inject bureaucratic, or political, meddling. Exploration 
licensing can speed up the discovery and development of new 
oil fields, generating new revenues for the state and economic 
opportunities for Alaskan businesses and workers. The whole 
idea of licensing is to turn the explorers loose to find oil.

(Continued next page)

P eak  Oilfield S erv ice  C om pany  
Anchorage, Alaska 
(907)561-3200
Service contractor prov id ing heavy  
hauling, construction, m ainte­
nance, equipm ent rentals, and rig  
support

VECO In ternational, Inc.
Anchorage, Alaska 
(907) 277-5309

HZA AGRA A laska, Inc.
Anchorage, Alaska 
(907) 276-6480
Do you have a Geotechnical o r 
Environmental problem ? We have 
30 Professionals to help you!

Jack o v ich  Industria l & C on­
s tru c tio n  S u pp ly  
Fairbanks, Alaska: 456-4414 
Anchorage, Alaska: 277-1406 
One stop shop fo r industria l 
contractor supplies. Serving 
Alaska's industries fo r 24 years

Polar S upp ly
Anchorage, Alaska
(907) 563-5000
Construction and  maintenance
supplies

M ontgom ery-W atson
Anchorage, Alaska 
(907) 561-5829

N abors A laska  Drilling 
Anchorage, Alaska 
(907) 561-4440
S etting  the  p a c e  in  a rc tic  drilling

L o u n s b u ry  & A s s o c ia te s ,  Inc.
A nohorage, A laska 
(907) 272-5451 
Quality, p roduction -o rien ted  
su rvey ing  a n d  eng ineering  
th roughou t the  s ta te  o f  A laska  
since  1949

Page 13
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A  p q id  m e s s a g e  Cor A la s k a n s  a b o u t  o i l  a/id. th e  e c o n o m y vis

H us message brought 
to you by:
A laska D etroit 
Diesel A llison 
Anchorage, Alaska 
(9C7) 522-3434 
Distributor fo r A laska Detroit 

Diesel/Perkins/A llison

B aker Oil T oo ls  
Anchorage, Alaska 
(907) 561-1939 
People and  products provid­

ing  solutions fo r completions, 
workovers a nd  fishing.

BESCO, Inc.
Anchorage, Alaska 
(907) 563-3000 
ff1 supplier o f  m echanical 

pow er transm ission 
coponents. Replacem ent 
bearings, seals, couplings, 
drives.

Fluor Daniel A lask a  
Anchorage, A laska 
(907) 276-2636 
Delivering qua lity  engineering 

services in A laska  —  oil & 
gas, telecommunications, 
environmental.

G uiberson  —  AVA 
Anchorage, Alaska 
(907)279-4411 
Represents D resser Indus­

tries, Inc. worldw ide in the 
safety, com pletion, production 
and  w orkover equipm ent and  
services market.

H alliburton E nergy  S erv ices
Anchorage, Alaska 
(907) 261-7700

Industrial In s tru m e n t 
S erv ice , Inc.
Kenai, Alaska 
(907) 283-4230 
S e r v in g  A la s k a ' s  o i l  in d u s t r y  
since 1971.

Around the world, 
exploration licensing 
is the way things are done
(Continued from preceding page) E xp lo ra tion  licensing  is rea lly  

the  n o rm a l m eth o d  fo r  exploring  fo r oil an d  gas. I t  is u se d  by th e  
U.S. governm en t on  ce rta in  fed era l lands, a n d  even  in  A laska, by  
A laska  N ative co rpo ra tions , on  th e ir  own p riv a te  lands.

H ere  a re  the  co u n tries  a ro u n d  the  w orld  th a t  allow  exp lo ra tion  
licenses on  la rg e  blocks o f  lan d :

A b u  D habi
A lgeria
A ngola
A rgen tina
A u stra lia
Baham a:,
B angladesh
Belize
B enin
Bolivia
B u rm a
C had
Chile
C hina
Columbia
C osta  R ica
D en m ark
D om inican  R epub lic
D ubai
Ecuador
Egypt
F iji
F re n ch  G u iana
G am bia
G reece
G reen land
G uatem ala
H aiti
H o n d u ras
L id ia
Ire lan d
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Israel
Ita ly
Ivory  C oast
Jam aica
Jo rd a n
Kenya
S outh  K o rea
M alaysia
M alta
M orocco
N etherland  A ntilles
N icaragua
N iger
N igeria
P an am a
P arag u ay
Portuga l
Q a ta r
R as A l-K haim ab
Som ali
Sudan
Sw itzerland
Syria
T aiw an
T unisia
T u rkey
U m m  al-Q aiw ain  
U nited  S ta tes 
U ruguay  
V ietnam  
Z aire
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This message brought 
to you by:
N orth S ta r  Inn 
Prudhoe Bay, Alaska 
(907) 659-3160,
FAX 659-2463 
F inest hote l in Prudhoe Bay: 
Vehicles, offices, & shops 
available

Q uality  F abrica tion  
A nchorage, Alaska 
(90” ) 344-4526 
A n A laskan firm  providing 
industria l manufacturing 
services fo r stee l

CHZM HILL, Inc.
A nchorage, Alaska 
(907) 278-2551 
Serving A laska since 1969 
with engineering and environ­
m enta l sc ience services

F airw ea th er, Inc. 
F a irw ea th e r  F o recastin g , 
Inc.
A nchorage, Alaska 
344-3533/FAX 349-4125 
Expediting, weather advisories, 
airport equipment, aircraft 
navigation aids, medical and 

Ice management services

R efrigera tion  & Food Equip* 
m en t, Inc.
A nchorage, Alaska 
(907) 248-2525 
O ffering com m ercial food  
equipm ent saies and sen/ice in 
Alaska since 1965

Q u e s t  E nvironm ental
Anchorage, Alaska 
(907) 563-0050 
Consultation and environmen­
ta l audits fo r hazardous materi­
als, a ir  pollutants & under­
g round  storage tanks

F art Two.-ExpToration Incentive Tax Credits
In addition to licensing, Alaska has another tool to encourage new 

exploration, particularly by smaller companies. The program, DNR's 
Exploradon Incentive Credit (EIC) system is already in existence. It 
allows, on certain leases, explorers to apply for a credit against tax or 
TOyalty paid to the state of

What is proposed in SB 151 and 
HB 200 is an expansion of the 
Exploration Incentive Credits 
program that would broaden its 
scope to include federal and 
private lands.

up to 50% of drilling and 
geophysical costs on new 
exploration.

Modeled after Alberta's 
successful tax credit sys­
tem. it has been law since 
the lace 1970s, and was 
implemented by DNR in the 1980s. It has been underutilized because its 
scope is limited to just state lands and it can be administered only 
through the present leasing system. Nonetheless, the system has helped 
in at least two new discoveries on the North Slope.

What is proposed in Senate Bill 151 and House Bill 200 is an 
expansion of the EIC program that would broaden its scope to include 
federal and private lands, thus making it more usable by explorers, 
including smaller Alaska-based companies, exploring for oil outside the 
present state leasing system.

Another problem has been that the program allows credits only 
where they have been pro- M
vided for ahead of time in ■  If a successful prospect is drilled
leases, before those leases I  on federal or private land, it
were issued. SB-151 and I  could yield tax revenues, as well
h b -200 make it possible 9  as enhance the value of nearby
for companies to petition H  state lands,
the commissioner of DNR
for tax credits after the lease is in place or, in the case of non-state 
lands, where there is no state lease involved.

Including non-state lands makes sense because on both federal and 
private lands the state still receives severance taxes. In fact, under 
present law, 90% of oil and gas tax revenues from federal land go the 
State, and just 10% are remitted to the federal government.

Unexplored basins often Include a combination state, private and 
federal lands. Therefore, if H

In fact, under present law, 90% of 
oil and gas tax revenues from 
federal lands go to the state, and 
Just 10% are remitted to the fed­
eral government.

a successful prospect is 
drilled on private or federal 
land, it could yield tax 
revenues, as well as en­
hance the value of nearby 
state lands.

SB-151 and HB-200 would 
impose a $50 million "cap" on the EIC program. It would be in effect 
for 10 years, after which the legislature would evaluate the program.
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A laska  T e lecom , Inc. 
P ru d h o e  Bay 
Com m unicationr. Inc. 

Anchorage: 344-1223 
Prudhoe Bay: 659-3100 
Frovid ing telecom m unication 
services to the o il industry

G reat Land Directional 
Drilling, Inc.
Anchorage, Alaska 
(907) 349-4511 
Loca lly  ow ned contractor 
with 18 years o f  service in 
Alaska

P era tro v ich , N ottingham  & 
D rage, Inc.
Anchorage, Alaska 
(907)561-1011

C u lfabco  Inc.
A nchorage, A laska 
(907)344-1144 
Corrugated s te e l p ipe fo r 
culverts, cellars, retaining 
w a ll-S  P P -geo tex tiles

N ordic  C alis ta  S erv ices,
No. 1
A nchorage, Alaska 
(907) 561-7458 
Workover, completion ser­
vices, on the North Slope o f 
A la s k a

C o o k  Inlet R eg ion , Inc, 
(CIRI)
Anchorage, Alaska 
(907) 274-8638

CTI A laska, Inc.
Anchorage, Alaska 
(907) 562-4442 
F u l l  s e r v i c e  I n s p e c t lo n / N D T  
contractor employing a ll 
m anual and automated 
testing techniques

Conclnsion
The bad news is, the decline of Prudhoe Bay production has begun, as 

has the exodus of the petroleum industry from Alaska. This pattern reflects 
a national trend. US oil companies are going outside the country with their 
exploration and development capital, and domestic production is in 
decline.

The good news is, our state lawmakers can do something about it. 
Alaska is largely unexplored, and most of what has been explored was 
done by using now out- ■  , ,

T  W e hope for grandiose 
i  projects to secure our 
|  econom ic future, instead 
5 of creating state policy that 
I  is conducive to long-term,
I  oustained developm ent of 
I  more modest resources, j such as smaller oil fields.

dated concepts and tech- j
nology. Government and [
oil industry experts believe I
Alaska has vast quantities 
of oil that is recoverable 
at today’s prices. Some oil I
companies, including some I
with significant invest- |
ments in Alaska's petro- J
leum infrastructure, are *
interested in stepping up exploration activity in Alaska. They are pushing 
for an updated licensing program that will allow them to do just that 
Others want an extension of the EIC program to provide further incentive 
for exploration.

The enhancement of our oil and gas leasing program proposed in the 
legislation should bo viewed as part of a long-term economic strategy to 
create a stable economic base for Alaska. The problem of revenue short­
falls is attributed to declining oil production from the Prudhoe Bay field. 
But the real source of the problem is Alaska’s historical reliance on 
megapxojccts.

Our good fortune in the past has limited our vision of the future. We 
want to believe in the discovery of a second Prudhoe Bay, in ANWR, in 
gas and water pipelines. We hope for grandiose projects to secure our 
economic future, instead of creating state policy that is conducive to long­
term, sustained development o f mote modest resources, such as smaller 
oil fields. The result Iras been a boom and bust economy.

At its peak, Prudhoe Bay was responsible for 25% of all the oil 
produced in the US. It accounts for 80% of Alaska’s oil production. Fields 
of this size are rare, and it’s the only one discovered to date in the Western 
Hemisphere.

It would be less risky to have several smaller fields in production at 
any one time, with new ones coming on-line as production from existing 
fields declines. As mentioned earlier, exploration for new discoveries has 
declined in recent years. Alaska has just one, possibly two, new fields 
scheduled to come on-line under current economic conditions.

Increased exploration will probably not yield another Prudhoe Bay and 
hence singlehandedly recharge Alaska's economy or solve the state's fiscal 
shortfalls, but it can make a very important economic contribution for 
years to come.
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by Q i f f  B urglin  
Special T o  T b e  Star

T he legislature convenes January 10. Balancing the budget I 
w ith less oil incom e will be high on the legislative agenda- 

Isn’t it am azing that the G overnor and the m ajority o f  the 
legislators only  consider raising taxes or adding taxes as the 
only means to make s a te  ends meet. i

Despite billions ofacrcs o f  federal and state land that could 
and should produce billions o f  dollar w orth  o f  oil, gas and ! 
minerals th a t w ould make Alaska the wealthiest pice o f real 
e sa te  on the face o f  the earth, all the G overnor and the 
legislators and  ou r two, sa tew ide  “Daily New s” papers can 
th ink o f  or talk  about is raising and im posing taxes on 
Alaska’s m in im um  wage workers and the m iddle class small 
businesses and  their employees.

T he G overnor and the legislators don’t even discuss pu t­
ting m ore land in to  private hands o r leasing oil and gas basins 
that would b ring  in tens o f  millions o f  dollars per year in 
rentals and  p roduction . Plus jobs. Jobs by the  thousands.

T he only effort to bring m ore land into exploration is 
HB199, the so called “licensing bill” that w ould cost Alaska 
even m ore m oney  by paying the m ajor oil companies from 
the s a te  coffers to take all o f  Alaska’s last, best onshore and 
o f f  ho re s a te  oil basins. T his licensing bill w ould legalize the 
corruption o f  the  m ultinational oil com panies and the s a te  
governm ent.

This bill (H B 199) allows com panies a t no cost, except for 
attorney's fees, too take millions ofacres o fth c  b es tsa te lan d  
and tie it u p  for decades.

Basically, these contracts w ould be'nego dated by one m an, 
the head o f  the  D ivision o f  O il and Gas. "Who also turns o u t 
to be an ex Arco employee. Arco, as I have pointed out, has 
written H B  199. G overnor Hickel is using all o f  his formi­
dable powers to push  it through the legislature into law. I f  
this bill becomes law, Alaskans m ight just as well deed the 
su re  over to  the  m ultinational oil cartel. '

I t will m ean fewer jobs, higher costs, lower pay, and will 
close off all o f  the licensed land to any o ther activity. Ju st as 
the N orth  Slope oil fields and the pipeline corridor already 
arc. _ •

N o  one but m ultinational personnel will be able to h un t, 
fish, snowm achine, backpack, or sightsee on any  o f  these 
contract licensing areas: T h e  oil com pany security, backed 
by the s a te  police, will take care o f trespassers. Every Alaska 
citizen w ould become a trespasser. Is this the fu ture  th a t we 
have prom ised our children and their children? A  Police 
S a te  run  by the m ultinational oil companies and  their 
professional econ-hypocritc, m ultinational, A laskan accom ­
plices.

In  case you missed one o f  m y columns, the private environ­
m entalists have a yearly budget o f  $1 billion $180 m illion 
dollars and answer to no one. Contrary to  popu lar belief, 
their m ain purpose is to protect the m ultinational corpora­
tions form  com petition. Eco hypocrites get m ost o f  their 
m oney from  m ultinational corporations and their affiliate 
foundation and families.

Alaskan should noc becom e too concerned abou t A rco ’s 15 
thousand gallon oil spill. O il is a natural p roduct and  there 
are oil seeps th roughout the s a te  o f Alaska tha t naturally  spill 
this m uch oil every m onth .

Tw o large seeps are in the Barrow and U m iat area.T here 
are thousands m ore th roughou t the s a te . M aybe th e  G over­
nor and the legislature should  pass a law against th e ir favo rite 
girl friend (M other nature). • ..

By this tim e, Alaskans should know  that no  laws ran  keep 
or prevent a m ultinational oil com pany from having careless 
accidents.

Alaskans, we don ’t need higher taxes, or m ore taxes o r fees. 
W e need a G overnor and legislators who will n o t sell us o u t 
to the m ajor oil companies, the non-Alaskans eco hypocrites, 
and the overpaid., too num erous, s a te  bureaucrats.

Feel free to send a copy o f  any o f  m y articles to G overnor 
H ickel or your legislators.

. -up. : • *♦ •
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A citizen's position on HB199/SB 150

Gregory J. Garrols 
1176 Broadview Drive 

Fairbanks, Alaska 99712-1S49 
February 20,1994

As a citizen 1 find myself quite concerned about the exploration licensing provisions contained 
in House Bill 199 and Senate Biil 150. It would appear that the declared purpose of the bills is to 
proyide a way to prove out the levels of resources in areas of the state that have not been fully 
explored as to resource content I have some concerns as to the true reason for these provisions. In 
many of the places where it has been used, exploration licensing has not been terribly successful in 
bringing product to market. It would appear that the provisions of these bills would allow a large 
company to prevent productive use of large tracts of land for long periods of time at relatively little 
expense. A company will not often enter into an expensive out and out lease unless it has plans to 
actually do something with the area in question.

An Inflated Ambition

The president cf a great corporation went into a dry-goods shop an 
saw* a placard which read:

"If You Don’t See What You Want Ask For If  
Approaching the shopkeeper, who had been narrowly observing 

him as he read the placard, he was about to speak, when the shopkeeper 
called to a salesman:

"John, show this gentleman the earth."

- Ambrose Bierce in Fractured Fables

The determination of the level of the work requirements is very vague. It appears quite easy 
for very large companies to insure that no local or small operators are able to participate. They can 
simply up the ante beyond what the smaller competition can bear. Having done so, they don't have 
to accomplish anything toward the goal of proving out resources for 4  years, and then must only do 
half of what they originally proposed in order to keep the land tied up for the duration of the license 
plus any extensions that the all powerful comissioner may decide to grant them. What about 
disputes over the amount of work commitment that has been completed? It would seem likely that a 
VOry large corporation with tremendous legal assets at hand would have only to dispute the level of 
work that has been done or not done, and then tie Ihe whole matter up in court while the land 
remains unproductive, and of course is not competing with that company's assets that are In 
production elsewhere. The 20,000 acre low limit on size also serves to prevent small operators from 
participating. It is no secret that the major oil companies have moved many of their operations 
overseas. While they may or may ncrt be terribly interested in expanding their operations in Alaska 
at this juncture, they would most certainly be interested in preventing anyone else from competing 
with them. It would be pure naivety t o  disregard this possibility. Indeed, I see this as the main 
reason for the major oil companies' support of these bills. Let us be cautious that we are not like the 
shopkeeper, saying, "Mr. Noah, shew these gentlemen Alaska"

What about conflicts with the Mental Health Trust? Generating a conflict and causing a 
protracted litigation would also be a marvelously effective way for a large outfit to lock up a great



Cliff Burglin
February 25, 1994

I have a request to moke of aacli and everyone of̂  my readers. Please go to your local Legislative information Office (LIO) and ask for a copy of House B il l  199 and Senate B il l  150. Read and study these b i l ls  and discuss them with your Representative and 
Senator, The chances are good that few legislators have ever read these b il ls  and fewer yet have studied them. It  is  extremely doubtful i f  ten percent of the total legislature knows what effect the passage of these b i l ls  in any form w il l  have on ovary Alaskan 
citizen.
Ask the owners and editors of your local paper to print a copy. 
Demand to know what tod.3 or her stand is .
This legislation w il l  determine the economic future of tbi3 state. 
I f  either of these b il ls  are passed in  any form, Ala3.kanc w ill have 
UO future.
Prices of energy products w ill bo high. Wages in every sector of Alaska's economy w ill be lew. Competition w il l  be non-esistent. 
The only choice of jobs in Alaska w il l  be with federal, state or local government, multinational corporations, or minimum wage jobs with banks, small businesses or fast food chains. A ll Alaskans are 
getting a taste of the future now. If  these b i l ls  are passed, 
Alaska's economy w ill get worse.
You readers need to understand the implications of th is legislation  even i f  your legislators and the news media do not know or care.
This legislation has been prepared and is  being powered by over a dozen of the worlds largost o il companies. I t  has been well 
prepared and thoughtfully organized and authored. The 
multinational o i l  companies are sneaking this e v il legislation  
through with the help of Governor Hickel (tha sponsor). The o il 
companies are curtailing their Alaskan operations. The b i' ls  w ill 
ensure that no one else can develop.
It  is  moving through the legislature faeter than. Tommy Moe in the 
downhill race in  Lillehammer.
Please read and study the legislation and contact your local 
legislators and the Governor's office. Time is  short.
By the way, did you know that Governor Hickel is  in  Russia meeting with Russia's top economist? He evidently feels that he (Governor 
Hickel) can make communism work. Governor Hickel was elected and 
ran as an independent. Noc as a cross between an "owner state" 
socia list and a communist masquerading as an advocate for freedom 
_and opportunity for a ll Alaskans.
HB 199 and SB 150 are two of the worst pieces of legislation that 
have ever been proposed. If  enacted, this legislation w ill wipe out a ll access to Alaska's land. There are no safeguards or 
oversight provisions.
This legislation w il l  turn over a l l  of Alaska's major economic resource (o il and gas) to the same corporations that the rtate of 
Alaska is  now suing for having underpaid their taxes for 25 years 
to the tune of $6 to §10 b ill io n  dollars.
The very same state employees who have allowed th is to happen w ill be in  charge of administrating tha vague guidelines in  thio 
legislation- None of these 3tate administrato's are elected.
The very least affect that the passage of this legislation in  any form w il l be that rao3t of Alaska's land w ill be tied up in  endless 
lit iga t ion .
Alaskans, we need to stop these b i l ls .
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To Resource Committee 
Alaska Delegation

My name is Clifford Burglir. I represent at least 500 people in 
the Fairbanks area.

I am opposed to HB 199 in any form for the following reasons:

Amerada Hess; Amoco (alias Standard of Indiana); Arco; BP; Chevron 
(alias Standard Oil Company of California and also a part of the 
Saudi-Aramco consortium that markets eight to ten million barrels 
per day of Saudi oil); Conoco; Exxon (alias Standard Oil of New 
Jersey and also part of Saudi-Aramco consortium); Marathon; Mobil 
(also known as Standard Oil Company of New York and also part of 
Saudi-Aramco consortium); Murphy Oil; Petrofina; -Phillips 
Petroleum; Texaco (also a partner in the Aramco consortium); Union- 
Texas and Unocal all own and have under lease three to four mil1 ion 
acres in the State of Alaska that they have not fully explored or 
developed.

You legislators can find this information on any status map which 
should be readily available from the Department of Natural 
Resources.

I also keep track, on a daily basis, of oil industry activity 
throughout the world. For instance, how many of you legislators 
know that BP, Alaska’s largest producer ha3 recently discovered 
five hundred million to a billion barrels of oil in the North Sea 
with Shell Oil as tha.ir partner?

BP also has discovered in excess of one billion barrels of oil in 
Columbia, which is much closer to their Gulf of Mexico refineries 
than is Alaskan oil.

These companies are the ones who are pressuring you to pass hb 199 
not so that they can increase development and exploration in 
Alaska, but only to keep any competition out. The proponents of 
this bill claim- that it will increase revenue to the state of 
Alaska, provide jobs and help find more oil. The main reason the 
above companies promote this legislation is to make sure that no 
other companies or individuals will have access to state land.

It is true that they have these exploration licensing agreements 
in other countries. It is also true that the citizens of these 
other countries standard of living is among the lowest in the 
world. The rulers are rich and their people are poor.

If this Alaska legislature passes this bill in any form, the oil 
companies will have no need for any of you or us. You will have 
given them absolute and complete control of the states land and 
resources, both surface and subsurface.

If you pass the bill or anything like it, you will find the 
companies that have been financing youx‘ campaigns will not -be so
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generous in handing out their money for your re-election. You will 
be representatives of a state that no longer controls its own la- • 
and resources. Alaska will be like a corporation that, no longer 
has any land and resource assets.

Another point that I would like to make is that the people who will 
be administering the licensing program are in the Department of 
Natural Resources, a department that has proven itself to be 
unstable, • unreliable and incompetent. An emaiuple of this 
instability is that during the Hickel administration there have 
been three commissioners in three years.

Another point to make is that the reason production in Alaska is 
declining is not for lack o£ discoveries. Alaska could produce 
another two million barrels per day. It is because- of the 
worldwide oil glut and the non competitive price of Alaskan cil due 
to the high overhead of the producing companies and lack of 
competition. BP's overseas discoveries only add to Alaska's non 
competitiveness, these are other good reasons not to let 'these 
companies have more of Alaska's land.

It will take great courage for you legislators to stand up to the 
multinational oil companies on behalf of the people who elected, 
you. if you don't kill this bill and any other bill- like it, you 
will have destroyed the productive economy of Alaska for all time.

A copy of this newsletter ±3 being fazed to all of the news media 
in the state of Alaska.
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March 10, 1994

The Honorable Ron Larson 
Co-Chairman, House Finance Committee 
Alaska State Legislature 
State Capitol, Room 502 
Juneau, Alaska 99801-1182

Dear Representative Larson:

First, I am sorry I  was unable to participate in  the Finance Committee hearing this morning 
regarding HB-199. The telephone is a marvelous means of communicating—when it works. • 
In any case, I hope to be ‘'tuned-in" at tomorrow's hearing.

Through Jerry Gallagher, D N R ’s legislative liaison, I understand there were several issues 
raised for which committee members requested additional information. Following are the 
questions (as I  understand them) and my responses:

Question 1: Does the Bristol Bay “exclusion" apply to the licensing program?

Answer: Absolutely. Areas off-limits to leasing are also off-limits to licensing since the 
ultimate "product" of licensing is a lease.

Question 2: What is the public notice process at the Iicense-to-Iease transition?

Answer: There is none because A L L  the public processes (Best Interest Finding, A CM P  
review, public notice and hearings etc.) arc done P R IO R  to issuing the license. The lease 
will be attached to the license so the terms and conditions of the lease—including any 
mitigating measures—will be known to the potential licensee prior to accepting the license.
All the requirements for permits, Plans of Exploration etc., remain intact.

Question 3: What is the purpose of Section 5? (This question may have been more specific, 
but I'll try to explain what I  think is the question)

Answer: Section 5 is the recognition that Exploration Licensing is “different" than our 
current method of competitive leasing. For example, there is no “cash bonus" in 
exploration licensing so methods of leasing that use bonus bidding do not apply. The 
minimum royalty provisions D O  remain as part of licensing with a royalty rate " . . .  in 
amount or value of not Jess than 12.5 per cent of production." [38.05.134 (3): (Page 8, line
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26-27)]. The Commissioner thus has the ability to set the royalty rate at any value above 
12.5%—the same as in our conventional leasing program.

Question 4: How many licenses can be issued or held?

Answer: There is no limit to the number of licenses that may be issued, nor is there any 
limit to the number of licenses any company may hold. The acreage limitations of AS 
38.05.140(c) or 38.05.180(m) do not apply to licenses, however, the limits of 38.05.140(c) D O  
apply to leases subsequently converted from the license area.

We see no need to limit the number of licenses because Exploration Licensing, unlike our 
current lease program, R E Q U IR ES  work to be done. Under our current system any 
number of leases may be held (up to the acreage cap) but no work HAS to be done. At the 
end of the term of the lease, if no wells certified capable of production exist on the lease, 
then the lease reverts to the state. Exploration Licensing R E Q U IR E S  that a m inimum  of 
25%  of the total work commitment must be accomplished in the first four years or the bond 
in-place is forfeited and the license is lost. The more licenses issued, the more exploration 
work that w ill get done. The more exploration work that is done, the greater the likelihood 
of a discovery.

Remember that the majority of State income is derived from royalties and taxes, not 
bonuses and rent. To get more royalties and taxes we must have new discoveries. 
Exploration Licensing provides the means to get more exploration dollars “into the ground" 
and this increases the chances for new discoveries to be made.

1 hope this answers the questions. I will be pleased to respond to any further questions the 
committee members may have.

Sincerely,

Deputy Director

cc: House Finance Committee members
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Tne Exploration Licensing B ill allows the State to offer large tracts of land (up to 500,000 
acres) to potendal Licensees, with the option of later convening pan (or all) of the license to 
lease, contingent upon the successful completion of the required work commitments.
Exclusive licenses w ill be granted to the company submining the most comprehensive work 
plan as expressed in dollars of work commitment.

A bond covering the proposed work commitment: expense is required, and w ill be forfeited for 
that portion of the work that is noc completed. The same Best Interest Finding procedures thac 
are currently used for competidve leasing under the state's Five Year leasing program, and the 
public process that is pan of the Finding, remains in-place for exploration licensing. At the 
end of the license period a lease covering some (or all) of the license area may be awarded.

Tne Department of Natural Resources w ill administer this program as it administers 
competitive lease sales under the existing Five Year O il and Gas leasing program. Tne 
Departments of Fish and Game, Environmental Conservation and Law, as well as other 
interested local, state and federal agencies, will be involved in the Best Interest Finding. In 
addition, there w ill be ample opportunity for public review and comment on the award of 
proposed licenses, as well as on the terms and conditions of those licenses and any resulting 
leases.

Governor Hrckel’s proposal in HB 199 and SB 150 expands the exploration options available 
in, but does not replace, competit ,ve leasing under the existing Five Year program. Its main 
purpose is to get companies working in areas of the State that have drawn little (or no) 
attention under the current leasing program. Similar license/lease programs are offered by 
most cou j  tries worldwide.

The Governor’s goal is to get more money "into the ground." The State makes the majority of 
its income from royalties and severance taxes on oil and gas production, not bonuses and 
lease rentals. In order to obtain new royalties and severance taxes, we must have new oil 
being explored for and produced. The only way to find new reserves that may eventually be 
produced is to have companies actually drilling wells. This bill is intended to expedite the 
exploration process, which, hopefully, w ill lead to new commercial discoveries of oil and gas.

O il and gas exploration always means money and jobs. Likewise, increasing the opportunity 
to explore and develop new areas can only mean more money and more jobs. Exploring the 
remaining "underexplored" basins in the state w ill certainly provide jobs during the 
exploration phase— jobs for all sorts of people— from geologists to camp cooks. If discoveries 
are made, more jobs w iil be created and new revenues w ill accrue from taxes and royalties. 
These jobs will be created in geographically diverse areas of the state, contributing to the 
expansion and diversification of the state’s economy.




