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Position Paper 
Department of Natural Resources 
Exploration Licensing Legislation

HB 199 & SB 150
The Exploration Licensing Bill allows the State to offer large tracts of land (up to 500,000 
acres) to potential licensees, with the option of later converting pan (or all) of the license to 
lease, contingent upon the successful completion of the required work commitments.
Exclusive licenses will be granted to the company submitting the most comprehensive work 
plan as expressed in dollars of work commitment.

A bond covering the proposed work commitment expense is required, and will be forfeited for 
that portion of the work that is not completed. The same Best Interest Finding procedures that 
are currently used for competitive leasing under the state's Five Year leasing program, and the 
public process that is part 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.

The Department of Natural Resources will administer this program as it administers 
competitive lease sales under the existing Five Year Oil and Gas leasing program. The 
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 will 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 Hickel’s proposal in HB 199 and SB 150 expands the exploration options available 
in, but does not replace, competitive 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 countries 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, will lead to new commercial discoveries of oil and gas.

Oil and gas exploration always means money and jobs. Likewise, increasing the opportunity 
to explore and develop new areas can only mean more money and mere jobs. Exploring the 
r e m a in i n g  "underexplored" basins in the state will certainly provide jobs during the 
exploration phase—jobs for all sorts of people— from geologists to camp cooks. If discoveries 
are made, more jobs will be created and new revenues will 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.
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Proposed Sale Area

STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL AND GAS

PRO PO SED  O IL AND G A S L E A S E  S A L E  85 
COOK IN LET / SH E L IK O F  S T R A IT

SCALE l i 3,500,000 ONE INCH = S 6 MOLES ipprox .
0__________________50_________________100________________100 M ile*

DIRECTOR, ovwon 
JAMES E. EASON

OILANO GAS
3 &—

PETRO. GEOPH' 
JAMES HANSEN

ORAWN 
BY: HJ>. A 

ODS.
OATE APPROVED 12-21-92
BASE MAP: TRANSPOSED FROM 
U.T.M. PROJECTIONS BY U.S.O.S. 
REDRAWN IN AUTOCAO AND 
CLARIS CAD.

NOTE : NO OECtSION HAS YET 
BEEN MADE ON WHETHER THE 
STATE WILL HOLD THIS LEASE 
SALE THE STATE IS QATHERINO 
SOCIAL ENVIRONMENTAL A 
ECONOMIC INFORMATION ON 
WHICH TO BASE A DECISION.
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$ Mi l l ions
State of A laska Revenues

F isca l
Year

Oil & Gas 
Severance 

Tax +

Oil & Gas 
Gross 

Roya lties +

Lease 
Bonus 
Sales +

Petroleum : 
Other Tax & 
Se ttlem en ts

To ta l 
Petroleum 

= Revenues

1959-69 9 29 96 89 223

1970 8 1 9 900 12 939
1971 1 1 24 0 12 47
1972 1 1 25 0 1 2 48
1973 12 24 4 1 1 50
1974 15 29 25 12 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 1,502 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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COMPARISON OF IIB199, OCTOBER 25 DRAFT 
& PROPOSED USE O&G CS (VERSION "I")
Prepared by O&G Committee Staff 1-28-94

(Geographical 
R e s t r i c I i o n s

M in i tti n in W o rk 
C o in ni i 1111 e n t s

R e 1 i n <| n i s li in c n I

B o n ( l in g

C om pe titiv e  
I) i (I (1 i n g

A creag e  
C I) a r g e a b i I i t y

HB 199 O ctob e r 25 D raft Proposed O&G CS 
(version  ”1")

All stale land with insufficient geological or geophysical information, tinlcnsed stale land and land previously available for lease is available for exploration licensing.

Land north of the Umial Baseline, certain areas of Cook Inlcl, and the areas defined in pending lease sales 80, 87 A 88 arc excluded. Other state land is available.

Land north of the Umial Baseline, certain areas of Cook Inlcl, and the areas defined in pending lease sales 80, 87 & 88 arc excluded. Other stale land is available.

Musi fulfill work commitment by the end of the license term. Must complete at least 25% of work commitment by end of the 4Ih year. Must complete at least 25% of work commitment by end of the 4th year.

No rcquislnncnt provisions. No relinquishment required if 50% of work commitment is completed by end or 4th year. If 50% not completed by end of 4th year, 25% of the original acreage must be surrendered, with an additional 10% of the remaining acreage surrended each year - to a maximum of 50%.

No relinquishment required if 50% of work commitment is comp'clcd by end of 4th year. If 50% not completed by end of 4th year, 25% of the original acreage must be surrendered, with an additional 10% of the remaining acreage surrended each year - lo a maximum of 50%.

Bonding required for the total work commitment. If work commitment not completed, forfeit remaining amount of bond.

Calculated annually as the entire work commitment expressed in dollars, less cummulativc expenditures, divided by the number of license years remaining.

Calculated annually as the cn'irc work commitment expressed in dollars, less cummulativc expenditures, divided by the number of license years remaining.

Oral outcry auction. Bid awarded to highest work commitment expressed in dollars.
Competitive sealed bids. Award goes lo highest dollnr-nmounl work commitment. Allowed expenditures arc defined hy statute. (Depreciation, interest & insurance premiums are NOT allowed as an expense. Drilling, logging, testing and evaluating oil & gas wells arc allowed as an expense.)

Competitive sealed bids. Award goes to highest dollnr-amount work commitment. Allowed expenditures are defined by statute. (Depreciation, interest, & insurance premiums arc NOT nllowcd as an expense. Drilling, logging, testing and evaluating oil & gas wells arc allowed as an expense.)

License area of not more than 500,000 acres. Upon fulfillment of work commitment all or part of area can he converted lo lease, wilh 30,000 tracts. Nol subject to AS 38.05.140(c) acreage limitations. Annual rental is S3 per acre.

License area of not less than 20,(100 acres, and nol more than 500.000 acres. Upon fulfillment of work commitment all or part of area can be converted lo lease, with standard tract size.Subject lo acreage limitations of AS 38.05.140(c). Annual rental is S3 per acre.

License nrea of not less Ilian 20,000 acres, and not more than 500,000 acres. Upon fulfillment of work commitment all or part of area can be converted lo lease, wilh standard tract size Subject to acreage limitations of AS3S.05.140(c). Annual rental is S3 per acre.
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March 5, 1993

The Honorable Ramona L  Barnes 
Speaker o f the House 
A laska S tate Legislature 
S tate Capitol 
Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the au thority o f art. Ill, sec. 18, o f the A laska Constitution, la m  transm itting a b ill 
authorizing o il and gas exploration licenses fo r tracts o f state land up to 500,000 acres in 
size and provid ing fo r subsequent leasing o f some o r a ll o f the acreage sub ject to the 
license.

The b ill is designed to encourage the exploration and developm ent o f areas w ithin the 
state w ith undeterm ined o il and gas potential. In contrast to the provisions o f the sta te 's 
existing com petitive o il and gas leasing program, the b ill would a llow  the state to issue 
licenses covering re la tive ly large tracts to licensees based upon the ir comm itm ent to 
perform  certa in exploration programs, the m onetary value o f which has been 
predeterm ined. The b ill is no t in tended to replace the sta te 's com petitive leasing 
program ; rather, it is intended to provide an effective a lte rna tive to encourage 
exploration in those areas tha t trad itiona lly have no t a ttracted the in te re s t o f 
exploration ists under the sta te 's curren t leasing regime.

Under the bill, e ithe r the state o r a prospective licensee could nom inate an area o f 
unidentified o il and gas potential, consisting o f reasonably compact and contiguous 
acreage that should be sub ject to a license. The comm issioner o f na tu ra l resources 
would be authorized to im pose reasonable work comm itm ents on the licensee w ith 
respect to the license area. Subsequent to the successfu l com pletion o f the 
predeterm ined work commitment, the licensee could convert portions o r a ll o f the

WALTER J- HICKEL-•cvEPNcn

S t a t e  o f A l a s k a
□  FFICZ GF THE GOVESNOF 

tj UNEAU



The Honorable Ramona L  Barnes 
M arch 5, 1993 
Page 2

acreage to one o r m ore leases, each no t to exceed 30,000 acres in size. The im position 
o f the required work comm itm ent and the requirem ent to pay an annual ren ta l on 
acreage subject to lease are toge the r intended to discourage warehousing o f acreage 
tha t the licensee does no t in tend to explore o r develop. The comm issioner is authorized 
to include reasonable conditions and obligations in the leases aris ing from conversion o f 
licenses.

A license oroposai would require pub lic notice and the opportun ity fo r competing 
proposals by other prospective licensees as w ell as the opportun ity fo r pub lic comment. 
The comm issioner o f na tu ra l resources would be requ ired to make a find ing tha t issu ing 
a license is in the best in te res t o f the state.

The exploration and po ten tia l developm ent o f A laska’s rem ote and underexplored 
basins w ill be fu rthe r encouraged by the adoption o f the licensing and leasing 
m ethodology contained in th is bill.

/ urge you r prom pt and favorable consideration o f th is bill.

Sincerely,
/ . i /

W alter J. H i eke I 
Governor



-..(13) " p a rk  a n d  r e c re a t io n  la n d '' m e a n s  la n d  c h ie f ly  v a lu a b le  fo r 
p u b lic  p a r k  a n d  r e c re a t io n  u se :

(14) " p re fe re n c e  r ig h t  fo re s t le a s e '' m e a n s  a  le a se  g r a n te d  to  a  les- 
se e -w h o se  U n i te d  S ta te s  F o re s t  S e rv ic e  te rm  s p e c ia l u s e  p e r m i t  w a s  
c a n c e lle d  to  a l lo w  th e  la n d  u n d e r  p e rm it  to  b e  s e le c te d  b y  th e  s ta te :  
*1(15) " p re fe re n c e  r ig h t  g r a z in g  le a s e '' m e a n s  a  g ra z in g  le a s e  g r a n te d  

to  a  le s se e  w h o se  fe d e ra l  g ra z in g  le a se  w as  c a n c e lle d  to  a l lo w  th e  la n d  
u n d e r  le a s e  to  b e  s e le c te d  by  th e  s ta te :

(16) " p u b lic  w a te r ” m e a n s  n a v ig a b le  w a te r  a n d  a l l  o th e r  w a te r ,  
w h e th e r  in la n d  o r  c o a s ta l ,  f re s h  o r  s a l t ,  t h a t  is r e a s o n a b ly  s u i t a b le  fo r 
p u b lic  u se  a n d  u t i l i ty ,  h a b i t a t  fo r f ish  a n d  w ild life  in  w h ic h  th e r e  is  a  
p u b lic  in te r e s t ,  o r  m ig r a t io n  a n d  s p a w n in g  o f  f ish  in  w h ic h  th e r e  is a 
p u b lic  in te r e s t ;

(17) " r u le  o f a p p r o x im a tio n ” is th e  ru le  w h ic h  is  a p p l ie d  in  d e t e r ­
m in in g  w h e th e r  o r  n o t  a  le a s e  co m p lie s  w ith  th e  a r e a  l im i ts  s e t  fo r th  
in  th i s  c h a p te r  a n d  r e g u la t io n s  a d o p te d  u n d e r  i t  a n d  in  k e e p in g  th e  
b o u n d a r ie s  o f  le a s e d  la n d  c o in c id e n ta l w ith  le g a l  su b d iv is io n s ;  u n d e r  
th e  ru le ,  i f  th e  a r e a  c o v e re d  b y  a  le a s e  in  e x c e s s  o f  th e  p e r m i t te d  
m a x im u m  is  s m a l le r  t h a n  th e  a r e a  o f  a n y  d e f ic ie n c y  t h a t  w o u ld  r e s u l t  
by  e l im in a t in g  f ro m  th e  le a s e  th e  s m a l le s t  le g a l  s u b d iv is io n  c o v e re d  
by  th e  le a s e  o r  a p p l ic a t io n  fo r  le a se , th e  e x c ess  a r e a  w ill b e  p e r m i t te d  
to  r e m a in  in  t h e  le a se ; i f  th e  ex cess  a r e a  is  g r e a te r  t h a n  t h e  d e f ic ie n t  
a r e a  w o u ld  b e , th e n  th e  s m a l le s t  le g a l su b d iv is io n  w ill b e  e l im in a te d  
fro m  th e  le a se ;

(18) " s h o re la n d ” m e a n s  la n d  b e lo n g in g  to  th e  s t a t e  w h ic h  is c o v e re d  
by  n o n tid a l  w a te r  t h a t  is n a v ig a b le  u n d e r  th e  la w s  o f  th e  U n ite d  
S ta te s  u p  to  o r d in a r y  h ig h  w a te r  m a r k  a s  m o d ifie d  b y  a c c re t io n , e r o ­
s io n , o r r e l ic t io n ;

(19) " s t a te  la n d ” o r  "land .” m e a n s  a l l  la n d , in c lu d in g  s h o re ,  t id e  a n d  
s u b m e rg e d  la n d ,  o r  r e s o u rc e s  b e lo n g in g  to  o r  a c q u ir e d  b y  th e  s ta te ;

(20) " s u b m e rg e d  la n d ” m e a n s  la n d  c o v e red  b y  t id a l  w a te r  b e tw e e n  
th e  l in e  o f  m e a n  low . w a te r ,  a n d  s e a w a r d  to  a  d is ta n c e  o f  th r e e  g e o ­
g r a p h ic a l  m ile s  o r  f u r th e r  a s  m a y  h e r e a f te r  b e  p ro p e r ly  c la im e d  b y  th e
state; ___

(2 1 ) “t id e la n d ” m e a n s J a n d  t h a t  is  p e r io d ic a lly  c o v e re d  by  t id a l  
w a te r  b e tw e e n  th e  e le v a t io n  o f  m e a n  h ig h  w a te r  a n d  m e a n  low  w a te r :

(22) " t im b e r  la n d ” a n d  " m a te r i a l  la n d ” m e a n  s t a t e  la n d  ch ie fly  
v a lu a b le  fo r m a te r ia l s ,  in c lu d in g , b u t  n o t l im ite d  to . s a n d , s to n e ,  
g ra v e l ,  p u m ic e , c o m m o n  c la y , o r  t im b e r  a n d  o th e r  fo re s t  p ro d u c ts ;

(23) " u n iv e r s i ty  la n d ”
(A) m e a n s
(i) a l l  s e c tio n s  33  r e s e rv e d  to  th e  u n iv e r s i ty  u n d e r  38  S ta t .  1214 , a s

a m e n d e d ;
(ii) a l l  la n d  g r a n te d  to  o r  r e s e rv e d  fo r th e  b e n e f i t  o f  th e  u n iv e r s i ty  

t h a t  r e t a in s  i t s  d e s ig n a t io n  a s  u n iv e r s i ty  la n d ;
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Exploration License

Sum m ary

O B JEC TIV E

ENCOURAGE M ORE EXPLO RATIO N

MINIMIZE D IR E C T  C O ST  TO ST A T E
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EXPLO RA TIO N  LICEN SIN G

K E Y  A S P E C T S

P R O T E C T S  S T A T E 'S  IN T E R E S T

ENOUGH TIM E FO R CO M PETITIO N  TO M A TU RE

S T A T E  CAN R E JE C T  ANY PRO PO SA L

S U P P L E M E N T S  EX IST IN G  LE A SE  PRO G RA M

L IC E N SE  C O N V ERTS TO  SM A LLE R  L E A S E S  
EX IST IN G  R U LE S THEN  A P P LY

P U B LIC  B E S T  IN T E R E S T  FINDING MADE

PERFO RM A N CE BOND E N S U R E S  W O RK G E T S  DONE

S H IF T S  A N A LYSIS TO IN D U STR Y

CO M M ERCIA L D EVELO PM EN T Y IE L D S  R O Y A LTY  T A X E S

EN C O U RA G ES EXPLO RATIO N /DEVELO PM EN T

C A PITA L G O ES TO A C TIV ITY  NOT BO N US/REN TAL 

S H O R T E N S TIM E FO R EXPLO RATIO N  

F IT S  WITH T A P S  IN FR A STR U C T U R E  TIM ING 

LAND S IZ E  F IT S  WITH EXPLO RATIO N  

S E C U R IT Y  OF T IT LE  ACHIEVED 

O W N ERSH IP W ORKED OUT AHEAD OF D ISC O V E R Y  

RED U CED  C O S T S /R IS K S
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B il ls  a im  to  s p e e d  o il e x p lo ra tio n
L ic e n s i n g ,  d a t a  e x c h a n g e  p l a n s  h o p e d  t o  o f f s e t  P r u d h o e  d e c l i n e
By IAN MADER
The Associated Piess

JU N E A U  —  The H ic k e l a d m in is t r a t io n  
has p roposed le g is la t io n  th a t i t  says w o u ld 
p rom o te q u ic k e r e x p lo ra t io n  o f th e s ta te 's 
o i l reserves.

One b i l l w o u ld  a llow " o i l com pan ie s to 
a p p ly  fo r licenses to e x p lo re  la rg e tra c ts a t 
once, b yp a ss in g the need to co lle c t enough 
con tig u ou s sm a lle r tra c ts  a t s ta te  lease 
auc tio n s lo  m ake e x p lo ra t io n  p ra c t ic a l.

U n d e r Sena te B i l l ISO and House B i l l 199. 
a com pany w o u ld  ge t a la rg e -a rca license b y 
c o m m itt in g  to do th e e x p lo ra t io n  soon and 
po s tin g a bond to gua ra n te e th e w o rk .

K en B o yd , d e p u ty d ire c to r o f th e s ta le 
O il and Gas D iv is io n , su id au c tio n s o fte n  
leave se ve ra l co n tig u o u s tra c ts in  th e hands 
o f d if fe re n t com pan ies , w h ic h  w o u ld  hove lo  
team  up fo r e x p lo ra t io n . T h e y o fte n do n o l 
agree on w hen lo  s ta r t d r i l l in g .

L ic e n s in g w o u ld  rem ove th a t d e la y , he 
sa id . “ T h e re 's no h em m in g and h aw in g . You 
p u t d ow n y o u r bond and a w a y you g o ."

C om p e tit io n  w o u ld  n o t end u n d e r lic e n s ­
in g . he sa id . Once a com pany a p p lie d  fo r a 
license , o th e r com pan ie s c o u ld m a ke cou n ­
te rp ro p o s a ls to th e s la te . S ta te  o f f ic ia ls  
w o u ld  choose th e bes t p ro p o sa l. I f  th e 
com pany fo u n d o i l . i t  w o u ld  hove the o p t io n

to lease the land.Arco Alaska Inc.. the biggest supporter of "exploration licensing." says the idea could help make Alaska more attractive to new oil companies and those that have been leaving the state for fcreign prospects.
"W e th in k  i t  w i l l a t t r a c t new  in v e s to rs by- 

c u t t in g  as m uch as a decade from  th e t im e  
re q u ire d to  f in d  and d e v e lo p a nev- A la s k a  
o i l f ie ld , "  A rc o  v ic e p re s id e n t Jam es M. 
D a v is to ld  th e Juneau C ham be r o f C om ­
me rce la s t we«_k.

B P  E x p lo ra t io n  (A la s k a ) Inc . says i t
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Doyon Drilling, Inc. J.V.
Anchorage, Alaska 
(907) 563-5530
Northrim Bank
Anchorage, Alaska 
(907) 562-0062 
Supporting intelligent develop­
ment of Alaska's resources

Flowllne Alaska
Fairbanks, Alaska 
(907) 456-4911
Haladay-Parks, Inc.
Fairbanks, Alaska
(907) 452-7151
The source for custom sheet
metal fabrication

LCMF Limited
Anchorage, Alaska 
(907) 562-1830 
Engineers, project managers, 
surveyors and architects. 
Specializing in complete engi­
neered fuel systems.

Unitech of Alaska
Anchorage, Alaska 
(907) 349-5142 
Providing materials to Alaska/ 
Pacific Northwest to help keep 
our environment clean

Crowley Marin 
Anchorage, Ala 
(907) 563-1114 
Ro/Ro barge sc 
assist, bunkerir 
environmental < 
transportation 6 
leum terminalin 
tion

Sahlberg Safel 
Anchorage, Ala 
(907) 276-5494 
Providing Alas, 

with quality inch 
equipment for 4

r f

TJ
c

£

J
l )f \ S

Sj
SIi

•v.. ... . C

f t
f t\n■a.

1to
\fl
S ia

ytjBT 7j>

Bangladesh does it, 
Greenland does it. 
Mongolia does 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 ran down.

But we’ll never produce it unless 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 program. 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.

“Exploration licensing” has been used for years in at least 63 
countries, including 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; Cbina and India to Ireland, 
Denmark and Greece, exploration licensing is used to stimulate new 
oil exploration. Mongolia

1
AII over the world, variations 
of exploration licensing are 
used. From Abu Dhabi and 
Dubai; to Angola, and Chad; 
Argentina to Columbia, Ecua­
dor and Costa Rica; China 
and India to Ireland.

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

Basically, exploration 
licensing gives an oil 
company the right to 
explore in large blocks of
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,

Page 10 A,



10/12/93 08:33 ©9075014577 DCED/INT'L TRADE 0  002

A  pa id  mes sag e  for  A laskans  about o i l  a n d  the economy • / -f-y-f

and without changing environmental requirements.
It i3 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 Nonh 
Slope.

We need a lot of 
companies like i
ARCO exploring.

Senate Bill 150 \
and House Bill |
199, now in ad- !
vanced stages of j
consideration in the -j
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 k .own 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 these new, 
unknown areas.

Our current system leases tracts in relatively small sixes, 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 
addition 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)

Harding Lawson Associates 
Anchorage, Alaska 
(907) 563-8102
Providing engineering & environmental 
services in Alaska for over 20 yeans

STEELFAB
Anchorage, Alaska 
(907) 276-4303
Alaska's largest locally owned steel 
service center and fabricator

Frortti’-  '''ansportation Company
Anohorage, Aiur-v*
(907) 349-6474
Inter and Intrastate trucking company. 
Quality service and competitive rates

Commercial Testing & Engineering
Co., Alaska Division
Chemical & Geological Laboratory
Anchorage, Alaska
(907) 562-2343
State and federal accredited full 
service environmental laboratory with 
world-wide capabilities

Pool Arctic Alaska
Anchorage, Alaska 
(907) 561-7447
Employing over200 Alaskans on 
North Slope and Cook Inlet drilling 
projects

NANA/DYNATEC JV.
Anchorage, Alaska 
(907) 562-0709
Economic stratigraphic coreholes up 
to three miles deep

Coffman Engineers
Anchorage, Alaska 
(907) 276-6664
Quality multidiscipline engineering 
since 1979; civil/structural, mechani­
cal, electncal and corrosion

Udelhoven Oilfield 
System Services, Inc.
Anchorage, Alaska 
(907) 344-1577

Page 11
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Air Van North American
Anchorage, Alaska
(907) 272-0536
TALK ABOUT SA VINGS! Our
Alaska Highway service prices
are the least when heading
EAST!

Arctic Controls, Inc. 
Anchorage, Alaska 
(907) 277-7555 
Industrial controls 
and instrumentation

Alaska Pump & Supply
Anchorage, Alaska 
(907) 563-3424 
An Alaskan company, serving 
Alaska's industries

Colder Associates Inc. 
Anchorage, Alaska 
(907) 511-1152 
Environmental and 
geotechnical engineering for 
Alaska's petroleum, transporta­
tion and mining industnes

Irish Trucking
Anchorage, Alaska: 344-0122 
Fairbanks, Alaska: 456-3232 
State-wide transportation, 
quality service, oilfield equip­
ment & supplies, and heavy 
hauling

Johnson Controls, Inc., 
Systems & Services Division 
Anchorage, Alaska 
(907) 243-3737 
We forge lasting alliances with 
our customers through perfor­
mance that exceeds their 
expectations

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

(Continued from preceding page) That's because competitive 
bidding can create complex lease ownership over geologic pros­
pects. If different companies wind up owning small-size leases 
over a prospect with marginal potential, it may take years to 
negotiate the complex agree­
ments needed to finance the 
drilling of a well. That often 
happens under Alaska’s 
current leasing system.

Another problem with 
competitive bonus-bid sales, 
in new and unexplored 
regions, is that, it puts money

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 government’s trea­
sury that could have gone for drilling wells. In the long term, 
drilling wells and finding new oil will make much more money 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.
That’s the idea behind the legislation now pending in Juneau.
Companies whose exploration staffs have new ideas can propose 

an exploration program to the State of Alaska. The Commissioner 
of Natural Resources would be free to invite competing proposals, 
and then choose which group offers the bext exploration proposal.

A performance bond, or some other instrument, guarantees to 
the state that the exploration
work promised will get done.
All existing environmental 
laws will apply.

When the proposed work is 
done, the explorers have the 
option of converting their 
discovery into a conventional 
state oil and gas lease. That 
gives them the incentive to invest in exploration.

After a discovery, the stntehas 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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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 licensiug.
Most differences 
between oil companies 
have been worked out, 
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 t. 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 “warehou.se” 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.

Peak Oilfield Service Company
Anchorage, Alaska 
(907)561-3200
Service contractor providing heavy 
hauling, construction, mainte­
nance, equipment rentals, and rig 
support

VECO international, Ino.
Anchorage, Alaska 
(907) 277-5309

RZA AGRA Alaska, Inc.
Anchorage, Alaska 
(907) 276-6480
Do you have a Geotechnical or 
Environmental problem? We have 
30 Professionals to help you1

Jackovich Industrial & Con­
struction Supply
Fairbanks, Alaska: 456-4414 
Anchorage, Alaska: 277-1406 
One stop shop for industrial 
contractor supplies. Serving 
Alaska's industries for 24 years

Polar Supply
Anchorage, Alaska 
(907) 563-5000 
Construction and maintenance 
supplies

Montgomery-Watson
Anchorage, Alaska 
(907) 561-5829

Nabors Alaska Drilling
Anohorage, Alaska 
(907) 561-4440
Setting the pace in arctic drilling

Lounsbury & Associates, Inc.
Anchorage, Alaska 
(907) 272-5451 
Quality, production-oriented 
surveying and engineering 
throughout the state of Alaska 
since 1949
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This message brought 
to you by:
Alaska Detroit 
Diesel Allison
Anchorage, Alaska 
(907) 522-3404 
Distributor for Alaska Detroit 

Diesel/Perkins/Allison

Baker Oil Tools
Anchorage, Alaska 
(907) 561-1939 
People and products provid­

ing solutions for completions, 
workovers and fishing.

BESCO, inc.
Anchorage, Alaska 
(907) 563-3000 
ff1 supplier of mechanical 

power transmission 
coponents. Replacement 
bearings, seals, couplings, 
drives.

Fluor Daniel Alaska
Anchorage, Alaska 
(907) 276-2836 
Delivering quality engineering 

services in Alaska — oil & 
gas, telecommunications, 
environmental.

Guiberson —  AVA
Anchorage, Alaska 
(907) 279-4411 
Represents Dresser Indus­
tries, Inc. worldwide in the 
safety, completion, production 
and workover equipment and 
services market.

Halliburton Energy Services
Anchorage, Alaska 
(907) 261-7700
Industrial Instrument 
Service, Inc.
Kenai, Alaska 
(907) 283-4230 
Serving Alaska's oil industry 
since 1971.

Around the world, 
exploration licensing 
is the way things are done
(Continued from  preceding page) Exploration licensing is really 

the normal method for exploring for oil and gas. It is used by the 
U.S. government on certain federal lands, and even in Alaska, by 
Alaska Native corporations, on their own private lands.

Here are the countries around the world that allow exploration 
licenses on large blocks of land:

Abu Dhabi
Algeria
Angola
Argentina
Australia
Bahamas
Bangladesh
Belize
Benin
Bolivia
Burma
Chad
Chile
China
Columbia
Costa Rica
Denmark
Dominican Republic
Dubai
Ecuador
Egypt
Fiji
French Guiana
Gambia
Greece
Greenland
Guatemala
Haiti
Honduras
India
Ireland

Page 14

Israel
Italy
Ivory Coast
Jamaica
Jordan
Kenya
South Korea
Malaysia
Malta
Morocco
Netlieiiand Antilles
Nicaragua
Niger
Nigeria
Panama
Paraguay
Portugal
Qatar
Ras Al-Khaimab
Somali
Sudan
Switzerland
Syria
Taiwan
Tunisia
Turkey
Umm al-Qaiwain 
United States 
Uruguay 
Vietnam 
Zaire .c
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This message brought 
to you by:
North Star Inn
Prudhoe Bay, Alaska 
(907) 659-3160,
FAX 659-2463 
Finest hotel in Prudhoe Bay: 
Vehicles, offices, & shops 
available

Quality Fabrication
Anchorage, Alaska 
(907) 344-4526 
An Alaskan firm providing 
industrial manufacturing 
services for steel

CHZM HILL, Inc.
Anchorage, Alaska 
(907) 278-2551 
Serving Alaska since 1969 
with engineering and environ­
mental science services

Fairweather, Inc. 
Fairweather Forecasting,
Inc.
Anchorage, Alaska 
344-3533/FAX 343-4125 
Expediting, weather advisories, 
airport equipment, aircraft 
navigation aids, medical and 
sea Ice management services

Refrigeration & Food Equip­
ment, Inc.
Anchorage, Alaska 
(907) 248-2525 
Offering commercial food 
equipment sales and sen/ice in 
Alaska since 1965

Quest Environmental
Anchorage, Alaska 
(907) 563-0050 
Consultation and environmen­
tal audits for hazardous materi­
als, air pollutants & under­
ground borage tanks

P a r t  T w o . E x p Io ra tio n  In c e n tiv e  Tax: C re d i ts
In addition to licensing, Alaska has another tool to encourage new 

exploration, particularly by smaller companies. The program, DNR’s 
Exploration Incentive Credit (EIC) system is already in existence. It 
allows, on certain leases, explorers to apply for a credit against tax or 
royalty 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 late 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 
tlirough 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 on 
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 | | i  If 3 SUCCC ̂ sful prospect is drilled
leases, before those leases | |  on federal or private land, it
were issued. SB-151 and could yield tax revenues, as well
hb-200 make it possible | |  as enhance the value of nearby
for companies to petition ffi 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 soil 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 die federal government.

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

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.

Page 15
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Alaska Telecom, Inc. 
Prudhoe Bay 
Communications Inc. 
Anchorage: 344-1223 
Prudhoe Bay: 659-3100 
Providing telecommunication 
services to the oil industry

Great Land Directional 
Drilling, Inc.
Anchorage, Alaska 
(907) 349-4511 
Locally owned contractor 
with 7 8 years of service in 
Alaska

Pcratrovich, Nottingham & 
Drage, Inc.
Anchorage, Alaska 
(907)561-1011

Culfabco inc.
Anchorage, Alaska 
(907) 344-1144 
Corrugated steel pipe for 
culverts, cellars, retaining 
wall-SPP-geotextiles

Nordic Caiista Services,
No. 1
Anchorage, Alaska 
(907) 561-7458 
Workover, completion ser­
vices, on the North Slope of 
Alaska

Cook Inlet Region, Inc. 
(CIRI)
Anchorage, Alaska 
(907) 274-8638

CH Alaska, Inc.
Anchorage, Alaska 
(907) 562-4442 
Full service inspection/NDT 
contractor employing all 
manual and automated 
tasting techniques

Conclnsion
T he bad  new s is, the dec line  o f  P rudhoe B a y  p ro d u c tio n  h as b eg u n , a s  

has the exodus o f  the  p e tro leu m  industry  fro m  A lask a . T h is p a tte rn  re f lec ts  
a national trend . US oil com pan ies are go ing  o u ts id e  the  coun try  w ith  th e ir  
exp loration  and  developm ent capital, and d o m e stic  p ro d u c tio n  is in  
decline.

T he g o o d  new s is, o u r  sta te  law m akers can  d o  som eth in g  a b o u t i t  
A laska is  la rge ly  unexp lo red , and  m ost o f  w h a t has  b ee n  explored  w as 
done by  u sing  now  out-

We hope for grandiose 
projects to secure our 
economic future, instead 
of creating state policy that 
is conducive to long-term, 
sustained development of 
more modest resources, 
such as smaller oil fields.

dated concep ts and  tech­
nology. G overnm en t and 
oil industry  experts believe 
A laska h as v as t quantities 
o f  oil that is  recoverab le  
at today’s p rices. S om e o il 
com panies, including som e 
w ith s ign ifican t invest­
m ents in  A lask a’s p e tro ­
leum  infrastructure, are 
in terested  in  stepping  up  explora tion  ac tiv ity  in  A lask a . T hey  are p u sh in g  
fo r an  updated  licensing  p rog ram  tha t w ill a llo w  th e m  to  do  ju s t  t h a t  
O thers w an t an  extension  o f  the E IC  p rog ram  to  p ro v id e  fu rth e r  in c e n tiv e  
fo r  exploration .

T h e  enhancem en t o f  o u r  o il and  gas leasin g  p ro g ra m  p roposed  in  the  
legislation  shou ld  be v iew ed  as p art o f  a  lo n g -te rm  eco n o m ic  s tra teg y  to 
create a  stab le econom ic b ase  fo r  A laska. H ie  p ro b le m  o f  revenue sh o r t­
falls is  a ttribu ted  to  dec lin ing  oil production  f ro m  th e  P ru d h o e  B ay  f ie ld . 
B u t the rea l so u rce  o f  the p rob lem  is  A lask a’s h is to ric a l re lian ce  on  
m egaprojccts.

O ur g ood  fortune in  d ie  past has lim ited  o u r  v is io n  o f  the fu tu re . W e  
w ant to  believe in the d iscovery  o f  a  second  P ru d h o e  B ay , in A N W R , in  
gas and w ate r p ipelines. W e  hope .for g rand iose  p ro jec ts  to  secure o u r  
econom ic fu ture , in stead  o f  creating  sta te p o lic y  th a t  is conduc ive to  lo n g ­
term , susta ined  developm ent o f  m ore m odest re so u rce s , such  as sm a lle r  
oil fields. T h e  resu lt has been a boom  and  b u s t e c o n o m y .

A t its peak , P rudhoe B ay  w as responsib le  fo r  2 5 %  o f  a ll the o il 
p roduced In the U S. I t  accoun ts fo r  80%  o f  A la sk a ’s  o i l  p roduction . F ie ld s  
o f  th is s ize  a re  rare, an d  it’s the  only one d isc o v ered  to  d a te  in  th e  W e s te rn  
H em isphere.

I t  w ou ld  be less risk y  to  have several sm a lle r  f ie ld s  in  p ro d u ctio n  a t 
any one tim e, w ith  n ew  ones com ing  on-line  a s  p ro d u c tio n  fro m  ex is tin g  
fields declines. A s m en tioned  earlie r,'exp lo ra tion  fo r  n e w  d iscoveries h as  
declined  in  recen t years. A lask a  has ju s t  one. p o ss ib ly  tw o . new  fie ld s 
scheduled  to com e on -line  u n d er cu rren t eco n o m ic  cond itions.

Increased exp lo ra tion  w ill probably  n o t y ie ld  a n o th e r  P rudhoe  B a y  an d  
hence sing lehandedly  recharge A laska's eco n o m y  o r  so lv e  the  sta le 's  f isc a l 
shortfalls, b u t it can  m ak e  a  very im portan t e c o n o m ic  con tribu tion  fo r  
years to  com e.

Page 16
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i&l&ilOPINION

by Cliff Burglin 
Special To The Star

The legislature convenes January 10. Balancing the budget I 
with less oil income will be high on the legislative agenda.

Isn’t it amazing that the Governor and the majority of the 
legislators only consider raising taxes or adding taxes as the 
only means to make state ends meet. ,

Despite billions of acres of federal and state land that could 
and should produce billions of dollar worth of oil, gas and i 
minerals that would make Alaska the wealthiest pice of real 
estate on the face of the earth, all the Governor and the 
legislators and our two, statewide “Daily News” papers can 
think of or talk about is raising and imposing taxes on 
Alaska’s minimum wage workers and the middle class small i 
businesses and their employees.

The Governor and the legislators don’t even discuss put- 1 
ting more land into private hands or leasing oil and gas basins 
that would bring in tens of millions of dollars per year in 
rentals and production. Plus jobs. Jobs by the thousands.

The only effort to bring more land into exploration is 
HB199, the so called “licensing bill” that would cost Alaska 
even more money by paying the major oil companies from 
the state coffers to take all of Alaska’s last, ^est onshore and 
offshore state oil basins. This licensing bill would legalize the 
corruption of the multinational oil companies and the state 
government.

This bill (HB199) allows companies at no cost, except for 
attorney’s fees, too take millions of acres of the best state land 
and tie it up for decades.

Basically, these contracts would be negotiated by one man, 
the head of the Division of Oil and Gas. Who also turns out 
to be an ex Arco employee. Arco, as I have pointed out, has 
written HB 199. Governor Hickel is using all of his formi­
dable powers to push it through the legislature into law. If 
this bill becomes law, Alaskans might just as well deed the 
state over to the multinational oil cartel.

It will mean fewer jobs, higher costs, lower pay, and will 
close off all of the licensed land to any other activity. Just as 
the North Slope oil fields and the pipeline corridor already

No one but multinational personnel will be able to hunt, 
fish, snowmachinc, backpack, or sightsee on any of these 
contract licensing areas. The oil company security, backed 
by the state police, will take care of trespassers. Every Alaska 
citizen would become a trespasser. Is this the future that we 
have promised our chiidren and their children? A Police 
State run by the multinational oil companies and their 
professional econ-hypocrite, multinational, Alaskan accom­
plices.

In caseyou missed one ofmy columns, the private environ­
mentalists have a yearly budget of $1 billion $180 million 
dollars and answer to no one. Contrary to popular belief, 
their main purpose is to protect die multinational corpora­
tions form competition. Eco hypocrites get most of dieir 
money from multinational corporations and their affiliate 
foundation and families.
Alaska n should not become too concerned about Arco’s 15 

thousand gallon oil spill. Oil is a natural product and there 
arc oil seeps throughout the state of Alaska that naturally spill 
this much oil every month.

Two large seeps are in the Barrow and Umiat area.There 
are thousands more throughout the state. Maybe the Gover­
nor and the legislature should pass a law against their favorite 
girl friend (Mother nature).

By this time, Alaskans should know that no laws can keep 
or prevent a multinational oil company from having careless 
accidents.

Alaskans, we don’t need higher taxes, or more taxes or fees. 
We need a Governor and legislators who will not sell us out 
to the major oil companies, the non-Alaskans eco hypocrites, 
and the overpaid, too numerous, state bureaucrats.

Feel free to send a copy of any of my articles to Governor 
Hickel or your legislators.

I



To: R e s o u r c e  Commit t ee
A l a s k a  D e l e g a t i o n

My name i s  C l i f f o r d  m i r g l i n .  I  r e p r e s e n t  a t  l e a s t  500 p e o p l e  i n  
t h e  F a i r b a n k s  a r e a .
I  am o ppo s e d  t o  nn  199 i n  any  form f o r  t h e  f o l l o w i n g  r e a s o n s :
Amerada H es s ;  Amoco ( a l i a s  S t a n d a r d  o r  I n d i a n a ) ;  A rco ;  BP; Chevron  
( a l i a s  S t a n d a r d  O i l  Company o f  C a l i f o r n i a  and a l s o  a  p a r t  o f  t h e  
Saudi.-Aramcc c o n s o r t i u m  t n a t  m a r k e t s  e i y l i t  t o  t e n  m i l l i o n  b a r r e l s  
p e r  d a y  o f  S a u d i  o i l ) ;  Conoco; Iizxon ( a l i a s  S t a n d a r d  O i l  o f  Hew 
j e r s e y  and a l s o  p a r t  o f  Baudi-Aramco c o n s o r t i u m ) ;  M a r a t h o n ;  Mob i l  
( a l s o  known a s  S t a n d a r d  O i l  Company o f  New York and  a l s o  p a r t  o f  
Saudi-Aramco c o n s o r t i u m ) ;  Murphy O i l ;  P e t r o f i n a ;  P h i l l i p s  
P e t r o l e u m ;  Texaco  ( a l s o  a  p a r t n e r  i n  t h e  Aramoo c o n s o r t i u m ) ;  Union- 
T ex a s  and  Unoca l  a l l  own a n d  have  u n d e r  l e a s e  t h r e e  t o  f o u r  m i l l i o n  
a c r e s  i n  t h e  s t a t e  o f  A l a s k a  t h a t  t h e y  h a v e  n o t  f u l l y  e x p l o r e d  o r  
d e v e l n p p d .
Vou l e g i s l a t o r s  c a n  f i n d  t h i s  i n f o r m a t i o n  on any s t a t u s  map wh ich  
s h o u l d  b e  r e a d i l y  a v a i l a b l e  f rom  t h e  Depar tment, o t  N a t u r a l  
R e s o u r c e s .
I  a l s o  k e e p  t r a c k ,  on a d a i l y  b a s i s ,  o f  o i l  i n d u s t r y  a c t i v i t y  
t h r o u g h o u t  t h e  w o r l d .  F o r  i n s t a n c e ,  how many o f  you l e g i s l a t o r s  
know t h a t  BP, A l a s k a ' s  l a r g e s t  p r o d u c e r  h aa  r e c e n t l y  d i s c o v e r e d  
f i v e  h u n d r e d  m i l l i o n  t o  a b i l l i o n  b a r r e l s  o f  o i l  i n  t h e  Worth  s « a  
w i t h  S h e l l  O i l  a s  t h v i r  p a r t n e r?
BP a l s o  h a s  d i s c o v e r e d  i n  e x c e s s  o f  one b i l l i o n  b a r r e l s  o f  o i l  i n  
Co lumb ia ,  wh ich  i s  much c l o s e r  t o  t h e i r  G u i f  o f  Mexico r e f i n e r i e s  
t h a n  i c  A l a c k a n  o i . l .
T h e se  compan ie s  a r e  t h e  o n e s  who a r e  p r e s s u r i n g  you  t o  p a s s  mb 199 
n o t  s o  t h a t  t h e y  c an  i n c r e a s e  d ev e lo pm en t  and e x p l o r a t i o n  i n  
A l a s k a ,  b u t  o n l y  t o  k eep  any  c o m p e t i t i o n  o u t .  The p r o p o n e n t s  o f  
t h i s  b i l l  c l a im  t h a t  i t  w i l l  i n c r e a s e  r e v e n u e  t o  t h e  s t a L e  o f  
A l a s k a ,  p r o v i d e  j o b s  and h e l p  f i n d  more o i l .  The ma in  r e a s o n  t h e  
above  c om pan i e s  p r om o te  t h i s  l e g i s l a t i o n  i s  t o  make s u r e  that- no 
o t h e r  c om pan ie s  o r  i n d i v i d u a l s  w i l l  h ave  a c c e s s  t o  s t a t e  l a n d .
I t  i s  t r u e  t h a t  t h e y  have  t h e s e  e x p l o r a t i o n  l i c e n s i n g  a g r e em e n t s  
i n  o t h e r  c o u n t r i e s .  I t  i s  a l s o  t r u e  t h a t  t h e  c i t i z e n s  o f  t h e s e  
o t h e r  c o u n t r i e s  s t a n d a r d  o f  l i v i n g  i s  among t h e  l o w e s t  i n  t h e  
w o r l d .  The r u l e r s  a r e  r i c h  and t h e i r  p e o p l e  a r e  p o o r .
I f  t h i s  A l a s k a  l e g i s l a t u r e  p a s s e s  t h i s  b i l l  i n  a ny  fo rm , t h e  o i l  
c om pan i e s  w i l l  h a v e  no n e e d  f o r  any o f  you o r  u s .  You w i l l  have, 
g i v e n  them a b s o l u t e  and  com p l e t e  c o n t r o l  o f  t h e  s t a t e s  l a n d  and 
r e s o u r c e s ,  b o t h  s u r f a c e  and  s u b s u r f a c e .
I f  you  p a e c  t h e  b i l l  o r  a n y t h i n g  l i k e  i t ,  you w i l l  f i n d  t h e  
c om pan ie s  t h a t  h ave  been  f i n a n c i n g  y o u r  c am pa ig n s  w i l l  n o l  be  b o
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g e n e r o u s  i n  i i and inq  o u t  t h e i r  money f o r  y o u r  r e - e l e c t i o n .  You w i l l  
b e  r e p r e s e n t a t i v e s  o f  a  s t a t e  t h a t  no l o n g e r  c o n t r o l s  i t s  own l a n d  
and  r e s o u r c e s .  A l a s k a  w i l l  be  l i k e  a  c o r j j o r a t i o n  t h a t  no .Longer 
h a s  any  l a n d  and r e s o u r c e  a s s e t s .
A n o t h e r  p o i n t  t h a t  I  wou ld  l i k e  t o  make i s  t h a t  t h e  p e o p l e  who w i l l  
b e  a d m i n i s t e r i n g  t h e  l i c e n s i n g  p rog ram  a r e  i n  t h e  D ep a r tm en t  o f  
N a t u r a l  R e s o u r c e s ,  a d e p a r tm e n t  t h a t  h a s  p r o v e n  i t s e l f  t o  h e  
u n s t a b l e ,  • u n r e l i a b l e  and  i n c o m p e t e n t .  An example  o f  t h i s  
i n s t a b i l i t y  i s  t h a t  d u r i n g  t h e  H i c k e l  a d m i n i s t r a t i o n  t h e r e  have  
b e e n  t h r e e  c om m i s s i o n e r s  i n  t h r e e  y e a r s .
A n o t h e r  p o i n t  t o  make i s  t h a t  t h e  r e a s o n  p r o d u c t i o n  i n  A l a s k a  i s  
d e c l i n i n g  i s  n o t  f o r  l a c k  o f  d i s c o v e r i e s .  A l a s k a  c o u l d  p r o d u c e  
a n o t h e r  two m i l l i o n  b a r r e l s  p e r  d ay .  I t  i s  because- o f  t h e  
w o r l dw id e  o i l  g! u t  and  t h e  non c o m p e t i t i v e  p r i c e  o f  A l a s k a n  o i l  due 
t o  t h o  h i g h  o v e r h e a d  o f  t h e  p r o d u c i n g  compan i e s  and  l a c k  o f  
c o m p e t i t i o n .  BP ' s  o v e r s e a s  d i s c o v e r i e s  o n l y  add t o  A l a s k a ' s  non 
c o m p e t i t i v e n e s s ,  t h e s e  a r e  o t h e r  good r e a s o n s  n o t  t o  l e t ' t h e  9e 
c om pan i e s  have  more o f  A l a s k a ' s  l a n d .
I t  w i l l  t a k e  g r e a t  c o u r a g e  f o r  you l e g i s l a t o r s  t o  s t a n d  up t o  t h e  
m u l t i n a t i o n a l  o i l  c ompan ie s  on b e h a l f  o f  t h e  p e o p l e  who e l e c t e d  
y o u .  I f  you d o n ' t  k i l l  t h i s  b i l l  and any  o t h e r  b i l l '  l i k e  i t ,  you 
w i l l  h av e  d e s t r o y e d  t h e  p r o d u c t i v e  economy o f  A l a s k a  f o r  a l l  t im e .
A copy  o f  t h i s  n e w s l e t t e r  i3  b e i n g  f o x e d  t o  a l l  o f  t h e  news med ia  
i n  t h e  s t a t e  o f  A l a s k a .
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I  h a v e  a  i e q u o s t  t o  m ake o f  oat:h  a n d  o v o ry o n ft o f  my r e a d e r s .  
F l e a s c  go  t o  y o u r  l o c a l  i i e q i s l a t i v w  in f o r m a t i o n  O f f i c e  (1,10) a n d  
a s k  f o r  a  co p y  o f  H ouse 199 a n d  S e n a t e  h i l l  lb O . R oad a n d
S tu d y  t h e s e  b i l l s  rind d i s c u a u  them  w i th  y o u r  R e p r e s e n t a t i v e  an d  
S e n a t o r . The c h a n c e s  a r e  good t h a t  le w  l e g i s l a t o r s  h a v e  e v e r  r e a d  
th a  go b i l l s  an d  fe w e r  y e t  h av e  s t u d i e d  th e m . I t  i s  e x t r e m e l y  
d o u b t f u l  i f  t e n  p e r c e n t  o f  t in  t o t a l  l e g i s l a t u r e  know s what, e f  f e c t  
t l i e  p a s s a g e  o f  t h e  no  b i l l s  i n  any  fo rm  w i l l  h a v e  on  e v e r y  A la s k a n  
c i t i z e n .

Ask th e  o w n ers  a n d  e d i t o r s  o f  y o u r  L o c a l p a p e r  t o  p r i n t  n c o p y .  
Demand to  know w hat h i s  o r  h e r  s t a n d  i s .

T h in  l e g i s l a t i o n  w i l l  d e t e r m in e  t h e  e c o n o m ic  f u t u r e  o£  t h i s  s t a t e .  
I f  e i t h e r  o t  t h o s e  b i l l s  a r e  p a s s e d  i n  a n y  fo rm , A lu a k a n c  w i l l  h a v e  
uo f u t u r e .

P r i c e s  o f  e n e rg y  p r o d u c t s  w i l l  b e  h i g h .  Wagers i n  e v e r y  s e c t o r  o f  
A l a s k a 's  econom y w i l l  b e  lo w . C o m p e t i t io n  w i l l  b e  n o n - e x i s t e n t . 
T he o n ly  c h o i c e  o t  j o b s  i n  A la s k a  w i l l  b e  w i th  f e d e r a l ,  s t a t e  o r  
l o c a l  g o v e rn m e n t,  m u l t i n a t i o n a l  c o r p o r a t i o n s ,  o r  minimum w age jo b s  
w i th  b a n k s ,  s m a l l  b u s i n e s s e s  o r  f a c t  f o o d  c h a i n s .  A l l  A la s k a n s  a r e  
g e t t i n g  a  t a s t e  o f  t h e  f u t u r e  now- I f  t h e s e  b i l l s  a r e  p a s s e d ,  
A la c k a ' s  econom y w i l l  g e t  w o rs e .

You r e a d e r s  n e e d  t o  u n d e r s ta n d  I he i m p l i c a t i o n s  o f  t h i s  l e g i s l a t i o n  
e v e n  i f  y o u r  l e g i s l a t o r s  an d  t h e  new s m e d ia  do n o t  know o r  c a r e .

T h in  l e g i s l a t i o n  h a s  b e e n  p r e p a r e d  an d  i s  b e i n g  p o w e re d  by  o v e r  a  
do^en. a t  t h e  w o r ld s  l a r g e s t  o i l  c o m p a n ie s .  I t  bar, b ee n  w e l l  
p r e p a r e d  an d  t h o u g h t f u l l y  o r g a n iz e d  a n d  r - ,h o red . The 
m u l t i n a t i o n a l  o i l  c o m p a n ie s  a r e  s n e a k in g  t h i s  v - . i l  l e g i s l a t i o n  
th r o u g h  w i th  t h e  h e l p  o t  G o v e rn o r  H ic k e l  ( t h e  s p o n s o r ) .  T he o i l  
c o m p a n ie s  a r e  c u r t a i l i n g  L h e ir  A la s k a n  o p e r a t i o n s .  T he b i l l s  w i l l  
e n s u r e  t h a t  no or.o  e l s e  c a n  d e v e lo p .

I t  i s  m oving  th r o u g h  t h e  lo g in L a t .u r c  f a s t e r  th a u  Tommy Moe i n  t h e  
d o w n h i l l  r a c e  i n  L illo lia im n e t..

l ’l e a n e  r o a d  a n d  s tu d y  t h e  l e g i s l a t i o n  an d  c o n t a c t  y c u i  l o c a l  
l e g i s l a t o r s  an d  t h e  G o v e r n o r 's  o f f i c e .  T im e i s  s h o r t .

By t h e  w ay, d id  y o u  know t h a t  G o v e rn o r H ic k e l  i s  i n  R u s s ia  m e e t in g  
w i th  R u s s i a ' s  t o p  e c o n o m is t?  Ka e v i d e n t l y  f e e l s  t h a t  h e  (G o v e rn o r  
H ic k e l )  c a n  make coixnuuinm  w o rk . G o v e rn o r  H ic k e l  w as e l e c t e d  an d  
r a n  a s  an  i n d e p e n d e n t .  N o t a s  a c r o s s  b e tw e e n  a n  "o w n e r s t a t e "  
s o c i a l i s t  a n d  a  co m m u n is t m a s q u e ra d in g  a s  a n  a d v o c a t e  f o r  f re e d o m  
and o p p o r t u n i t y  f o r  a l l  A la s k a n s .

HB 199 aDd SB ISO a r e  tw o  o f  t h e  w o r s t  p i e c e s  o f  l e g i s l a t i o n  t h a t  
h a v e  e v e r  b e e n  p r o p o s e d .  T f e n a c t e d ,  t h i s  l e g i s l a t i o n  w i l l  w ip e  
o u t  a l l  a c c e s s  t o  A Lar.ka' s  l a n d .  T h e r e  a r c  no  c a i c g u a r d s  o r  
o v e r s i g h t  p r o v i s i o n s .

T h is  l e g i s l a t i o n  w i l l  t u r n  o v e r  a l l  o f  A l a s k a 's  m a jo r  e c o n o m ic  
r e s o u r c e  ( o i l  a n d  g a s )  t o  t h e  sam e c o r p o r a t i o n s  t h a t  th e  S t a t e  o f  
A la s k a  i s  now s u in g  f o r  h a v in g  u n d e r p a id  t h e i r  t a x e s  f o r  2b y e a r s  
t o  th e  t u n e  o f  ?6 t o  $10 b i l l i o n  d o l l a r s .

The v e r y  sam e s t a t e  e m p lo y e e s  who h a v e  a l lo w e d  t h i s  t o  h a p p e n  w i l l  
be i n  c h a r g e  c f  a d m i n i s t r a t i n g  r.ho v a g u e  g u i d e l i n e s  i r .  fchio 
l e g i s l a t i o n .  None o f  t h e s e  s t a t e  a d m i n i s t r a t o r s  a r c  e l e c t e d .

The v e r y  l e a n t  a f f e c t  t h a t  t h e  p a s s a g e  o f  t h i s  l e g i s l a t i o n  i n  a n y  
fo rm  w i l l  b e  t h a t  m o s t o f  A l a s k a 's  la n d  w i l l  b e  t i e d  up i n  e n d l e s s  
l i t i g a t i o n .

A la s k a n s ,  wo n e e d  t o  s t o p  t h e s e  b i l l s .
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ALASKA OIL AND GAS ASSOCIATION 
POSITION 

ON
LARGE BLOCK EXPLORATION LICENSING LEGISLATION 

(HB 199/SB 150)

The Alaska O il and Gas Association (AQGA) 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 are w ithin proposed 

Competitive Oil and Gas Lease Sales BO, 07 and 88 prior to the initial sale; and (3) in 

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

Township 1/ North S.M., the Seward Meridian, the south boundary o f Township 7 

South 5.M., and Lhe 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 the 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.

® AOGA supports a competitive program in which all licenses are awarded on the basis 

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

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

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

state leasing statutes AS 38.05.100 (jHm), (oMu)r 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 he required if the Licensee has expended 50 

percent nf the approved work commitment by the fourth anniversar/ of the License.

The House O il and Gas Committee Substitute for HB 199 is consistent w ith the 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.S.A. Inc.
Cook Inlet Region, Inc.
Exxon Company, U.S.A.
MAPCO Alaska Petroleum Inc. 
Marathon O il Company

Mobil O il Corporation 
Petrofina Delaware, Inc.
Petro Star, Inc.
Phillips Petroleum Company 
Rowan Companies, Inc.
Shell Western E&P Inc.
Texaco Inc.
Union Texas Petroleum Alaska Coip. 
UNOCAL
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A citizen's position on HB199/SB150

Gregory J. Garrels 
1176 Broadview Drive 

Fairbanks, Alaska 9S712-1S4C 
February 20, 1994

As a citizen I find myself quite ooncemed about the exploration licensing provisions contained 
in House Bill 199 and Senate Bill 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. U 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 groat corporation went into a dry-goods shop an 
saw a placard which read:

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

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

"John, show this gentleman the earth."

-  Ambiose Bierce in Fractured Fables

The determination of the level of the work requirements ip very vague. It. appears quite easy 
for very large companies to insure that no local or small operators arc 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 A 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 
very 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 
erseas. While they may or may not be terribly interested in expanding their operations in Alaska 

-< this juncture, they would most certainly be interested in preventing anyone else from competing 
with them. It would be pure naivety to 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 gentle, nen 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
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deal of land for a long period of timo

Small efficient companies that can react quickly and operate with great economy can make a 
profit and provide royalty and severance tax income to state government at lower price levels than 
can larger ones, ft is quite apparent that state government in general and that the DNR in particular 
have gone out of their way to make it difficult for small (read Alaskan owned and operated) 
companies to compete. Do the people that run this state seriously believe that it is in the state's best 
interests to do things that prevent its citizens from developing locally owned self sufficient 
endeavors?

If a license is converted to lease per provision in these bills, will tho lease bo sold under 
competitive bid? If the area is to be leased under competative bid, will the pertinent data that has 
been discovered during the tenure of the exploration license be released so that all may participate 
on an equal footing? It is highly unlikely that there would be much in the way of competitive bidding 
if no one but the license holder and the DNR were privy to the information. Indeed, DNR has been 
very reluctant io release such information in the past. One is inclined to wonder just who DNR is 
there to represent. If the point of exploration licensing is to get resources discovered and known, It 
would seem that ft would be in the best interest of the state to insure that all Information was freely 
available. To do otherwise is to insure that the proceeds to the state of a follow on lease after 
exploration would be greatly diminished. It should be the business of the state to insure that at all 
times the state and it's people should realize the greatest possible benefit in any venture.

I mistrust the judgment of every man in a case in which his own wishes 
are concerned.
-F irs t Duke of Wellington

I have problems with the fact that the commissioner seems to have absolute power here with 
very little constraint. Among other things, there is the provision that the commissioner can cut the 
royalties on a lease to 5%. I think we might be taking careful aim and shooting ourselves in the foot 
here. There is a tremendous potential for conflicts of interest, and this person is NOT an elected 
representative of the people nor is this person answerable to the people in any meaningful way. ! 
suppose this fellow is a sainted individual beyond any and all reproach and it is just my low and 
suspicious nature that makes me see a possible problem with concentrating tremendous power to 
dispense resource largess in the hands of one former employee of a major oil company. What's that 
old thing about foxes and chickens'?'
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