


©

Dale Referred: February 9, 1994 FURTHER REFERRALS: Finance
Date of Committee Acdon:

The RESOURCES Committee considered: HB 199
HOUSE BILL NO. 199 OIL & GAS EXPLORATION LICENSES/LEASES

"An Act providing for oil and gas exploration licenses, and oil and gas leases, in certain areas of the state; and
providing for an effective date."
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No. 2

FISCAL NOTE Bill Version: cshb 199 (0&G)
STATE OF ALASKA BELL (H) Publish Date: 2/9/94
SALEGISLATIVE SESSION
.evision Date: 7-Feb-94 Dept Affected: Natural Resources
Title: ‘An Act providing for oil and gas exploration BRU: Resource Development
licenses, and oil and gas leases, incertain areas of the stat6...* Component:  Oil & Gas Development
Sponsor: House Rules by request of the Governor
Requestor: House Oil & Gas Component Serial No. 439
ExDenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 Qc 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES( ) 0.0 0.0 0.0 0.0 0.0 0.0
ND SOURCE (Thousands of Dollars)
" P Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY94) cost: $ None
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page i( necessary)

The zero fiscal note is predicaled on the Division of Oil & Gas being funded to the full level ol the Governor’s budget request. The Division
of Al & Gas will be the primary administrators of this program and need to be fully staffed to accomplish this task.

Prepared by: Jim Eason. Director-A"" p? Phone : 762-2548
Division: Oil & Gas /1 ~y Date : 7-Feb-94
roved by Commissioner: SA I
(ft* " Harry A Noftfra~ [/ T <Ed  <=< Date: 7-Feb-94
Agency: Natural Resources”/ [/
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Position Paper
Department of Natural Resources

Exploration Licensin Leg(l)slatlon
HB 19 & SB 1

The Exploration Licensing Bill allows the State to offer Iar?e 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 hond goverln% 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_procass that is part of the Finding, remaing m—PIace for exploration [icensing. 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 a%engles 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

€aSes.

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 pr_o?ram Its main
purpose is to get companies warking in areas of the State that have drawn little ﬁgr o
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
|ease rentals. In ordler 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 eventuaIIY be
progiced Is to have companies actually drllllng wells. This bill s 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 oppartunity
to explore and develop new areas can only mean more money and mere jobs. EXRIorlng the
remaining "Underexplored” basins in the state will certamly 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 geo%raphlcally diverse areas of the state, contributing t0 the
expansion and diversification of the state's economy.
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State of Alaska Revenues

$ Millions
Oil & Gas Oil & Gas Lease Petroleum: Total

Fiscal Severance Gross Bonus Other Tax & Petroleum
Year Tax + Royalties + Sales + Settlements = Revenues

1959-69 9 29 96 89 223
1970 8 19 900 12 939

1971 11 24 0 12 47

1972 11 25 0 12 48

1973 12 24 4 11 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 11 607 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 11B199, OCTOBER 25 DRAFT
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Prepared by O&G Committee Staff 1-28-94
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March 5, 1993

The Honorable Ramona L Barnes
Speakerofthe House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority o fart. Ill, sec. 18, ofthe Alaska Constitution, lam transmitting a bill
authorizing oiland gas exploration licenses for tracts o fstate land up to 500,000 acres in
size and providing forsubsequentleasing ofsome orallofthe acreage subjectto the
license.

The billis designed to encourage the exploration and development o fareas within the
state with undetermined oiland gas potential. In contrastto the provisions o fthe state's
existing competitive oiland gas leasing program, the billwould allow the state to issue
licenses covering relatively large tracts to licensees based upon their commitment to
perform certain exploration programs, the monetary value ofwhich has been
predetermined. The billis notintended to replace the state's competitive leasing
program ; rather, itis intended to provide an effective alternative to encourage
exploration in those areas thattraditionally have not attracted the interesto f
explorationists underthe state's currentleasing regime.

Under the bil, either the state oraprospective licensee could nominate an area of
unidentified oiland gas potential, consisting o freasonably compactand contiguous
acreage thatshould be subjectto a license. The commissioner o fnaturalresources
would be authorized to impose reasonable work commitments on the licensee with
respectto the license area. Subsequentto the successfulcompletion o fthe
predetermined work commitment, the licensee could convertportions orallofthe



The Honorable Ramona L Barnes
March 5, 1993
Page 2

acreage to one ormore leases, each notto exceed 30,000 acres in size. The imposition
o fthe required work commitmentand the requirementto pay an annualrentalon
acreage subjectto lease are togetherintended to discourage warehousing ofacreage
that the licensee does notintend to explore or develop. The commissioneris authorized
to include reasonable conditions and obligations in the leases arising from conversion of

licenses.

A license oroposaiwould require public notice and the opportunity for competing
proposals by otherprospective licensees as wellas the opportunity forpublic comment.
The commissioner o fnaturalresources would be required to make a finding thatissuing

a license is in the bestinterest o fthe state.

The exploration and potential development o fAlaska’s remote and underexplored
basins willbe further encouraged by the adoption ofthe licensing and leasing
methodology contained in this bill.

/urge yourpromptand favorable consideration o fthis bill.

Sincerely, _
/ . !

W alter J. Hiekel
Governor



3BBIH Public Land $ 3BBIYD

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

(14) "preference right forest lease" means a lease granted to a les-
see-whose United States Forest Service term special use permit was
cancelled to allow the land under permit to be selected by the state:
*1(15) "preference right 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 water” means navigable water and all other water,
whether inland or coastal, fresh or salt, that is reasonably suitable for
public use and utility, habitat for fish and wildlife in which there is a
public interest, or migration and spawning of fish in which there is a
public interest;

(17) "rule of approximation” is the rule which is applied in deter-
mining whether or not a lease complies with the area limits set forth
in this chapter and regulations adopted under it and in keeping the
boundaries of leased land coincidental with legal subdivisions; under
the rule, if the area covered by a lease in excess of the permitted
maximum is smaller than the area of any deficiency that would result
by eliminating from the lease the smallest legal subdivision covered
by the lease or application for lease, the excess area will be permitted
to remain in the lease; if the excess area is greater than the deficient
area would be, then the smallest legal subdivision will be eliminated
from the lease;

(18) "shoreland” means land belonging to the state which is covered
by nontidal water that is navigable under the laws of the United
States up to ordinary high water mark as modified by accretion, ero-
sion, or reliction;

(19) "state land” or "land.” means all land, including shore, tide and
submerged land, or resources belonging to or acquired by the state;

(20) "submerged land” means land covered by tidal water between
the line of mean low.water, and seaward to a distance of three geo-
graphical miles or further as may hereafter be properly claimed by the
state; L

(21) “tideland” meansJand that is periodically covered by tidal
water between the elevation ofmean high water and mean low water:

(22) "timber land” and "material land” mean state land chiefly
valuable for materials, including, but not limited to. sand, stone,
gravel, pumice, common clay, or timber and other forest products;

(23) "university land”

(A) means

(i) all sections 33 reserved to the university under 38 Stat. 1214, as
amended;

(ii) all land granted to or reserved for the benefit of the university
that retains its designation as university land;

15



Exploration License

Summary

OBJECTIVE

ENCOURAGE MORE EXPLORATION

MINIMIZE DIRECT COST TO STATE

SHORTEN TIME TO DISCOVERIES

REDUCE RISK/COSTS OF EXPLORATION
DISCOURAGE LAND SPECULATION

MAINTAIN COMPETITION FOR STATE RESOURCES

CQNQEEI
SUPPLEMENTS LEASING PROGRAM
LICENSE GRANTED FOR ACTIVITY COMMITMENT
COMMITMENT SECURED BY PERFORMANCE BOND
LEASE CONVERSION UPON WORK COMPLETION

LEASE TERMS ATTACHED TO LICENSE

PROCEDUBE
UNLEASED STATE LAND IDENTIFIED

EXPLORATION EXPENDITURES PROPOSED

COMPETITIVE PROPOSALS INVITED

SELECTION/BEST INTEREST FINDING MADE
« . LICENSE/LEASE TERMS FINALIZED

ACTIVITY PERMITS ACQUIRED

ACTIVITY CONDUCTED

LICENSE CONVERTED TO LEASES



EXPLORATION LICENSING
KEY ASPECTS

PROTECTS STATE'S INTEREST
ENOUGH TIME FOR COMPETITION TO MATURE
STATE CAN REJECT ANY PROPOSAL
SUPPLEMENTS EXISTING LEASE PROGRAM

LICENSE CONVERTS TO SMALLER LEASES
EXISTING RULES THEN APPLY

PUBLIC BEST INTEREST FINDING MADE
PERFORMANCE BOND ENSURES WORK GETS DONE
SHIFTS ANALYSIS TO INDUSTRY

COMMERCIAL DEVELOPMENT YIELDS ROYALTY TAXES

ENCOURAGES EXPLORATION/DEVELOPMENT
CAPITAL GOES TO ACTIVITY NOT BONUS/RENTAL
SHORTENS TIME FOR EXPLORATION
FITS WITH TAPS INFRASTRUCTURE TIMING
LAND SIZE FITS WITH EXPLORATION
SECURITY OF TITLE ACHIEVED
OWNERSHIP WORKED OUT AHEAD OF DISCOVERY

REDUCED COSTS/RISKS
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Bills aim to

speed oil exploration

Licensing, data exchange plans hoped to offset Prudhoe decline

%lANMADER_
e Associated Piess
JUNEAU - The Hickel administration

has proposed legislation that it says would
promote quicker exploration of the state's
oil reserves.

One bill would allow" oil companies to
apply for licenses to explore large tracts at
once, bypassing the need to collect enough
contiguous smaller tracts at state lease
auctions lo make exploration practical.

Under Senate B ill ISO and House B ill 199.
a company would get a large-arca license by
committing to do the exploration soon and
posting a bond to guarantee the work.

Ken Boyd, deputy director of the stale to ' P_g
Oil and Gas Division, suid auctions often n . 1
leave several contiguous tracts in the hands K
of different companies, which would hove lo
team up for exploration. They often do nol
agree on when lo start drilling.

Licensing would remove that delay, he
said. “There's no hemming and hawing. You
put down your bond and away you go."

"We think it willlattract new investors by-
cutting as much as a decade from the time
required to find and develop a nev- Alaska

Competition would not end under licens- oil field,” Arco vice president James M.
ing. he said. Once a company applied for a Davis told the Juneau Chamber of Com-
license, other companies could make coun- merce last we«_k.
terproposals to the slate. State officials BP Exploration (Alaska) Inc. says it
would choose the best proposal. If the

company found oil. it would hove the option
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ALASKA POLICY FORUM : A paldTfiessagftfor Alaskans about oil and the econonfy-
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Supporting intelligent develop-

ment of Alaska's resources
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The source for custom sheet
metal fabrication
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Engineers, project managers,
surveyors and architects.
Specializing in complete engi-
neered fuel systems.
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Providing materials to Alaska/

Pacific Northwest to help keep
our environment clean
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Bangladesh does t,
Greenland does it.
Mongolia does Iit.

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

But well 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 anew tool added to our exwtmgi state oil and
gas easmg program. It's a concept new to Alaska, but commonly
Used Oi ayeélrs Overseas, and even by Alaska Native corporations on

private lands in Alaska

A proposal to create that tool, asasugplementto Alaska’s existing
leasing program, s now before the staté Tegislature.

“Exploration licensing” has been used for years in at least 63
countries, including the'U,

Al over the world: var|at|ons of exploration licensing are Used.
From Abu Dhabi and Dubar; to Angola, and Chad: Arg entlna 0
Columbla Ecuador and Costa Rica’ Chinaand Ind|ato |reland,
Denmar and Greece, ex 5) |oration Ilcensmg 15 used o stimulate new
0| e do oratlon Mon oli

reenland have Just
adoifi)]ted It TheUS oV-
ern ent uses on certain

All over the world, variations
of exploration licensing are
used. From Abu Dhabi and

eB%rgcaﬁn SEX loration Dubai; to Angola, and Chad;
licensin lvespan oll Argentina to Columbia, Ecua-
compang/ e”ght t0 dor and Costa Rica; China
explore in largé blocks of and India to Ireland.

land, which gives the

ICSO(rjnep%r;}/t es Ogggelo IStS the erX|b|I|ty to test new theories ofhow ol

nderground.
It streamllnes Phe process of exploratlon by making large areas of .
|and available sooner than under the state’s Current [2asing system,

Fe 10 A
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A paid message for Alaskans aboutoil and the economy o/

and without changlnog environmental requirements,

It i3also “market driven.” The companies can tell the state
which lands they are interested n exploring. The state doesn’t
have to guess what acreage the industry is interested in aoquiring.

ARCQ Alaska’s recentdiscoveries on the North Slope and in
Cook Inlet show what just one company can do when It tumns its
exploration staff [oose to test new geologic theories,

hosg theories led directly to new oil finds in the Sunfish dis-
c?very In the inlet and on the Colville River delta of the Nonh
Slope:
We ne_edﬁlotof

companies like 1

ARCO ex _Iorlﬂ% Exploration licensing stream-
Senate |” N\ lines the process of explora-

and HOUSG ngl- t tion by making large areas of

1%1 né)V\{ln foo land available sooner than

ggﬂgfde?a%%%s I% the ;_ under the state’s current

leasing system, and without
changing environmental
requirements.

le |slature; onld
provige the tool to
(et more compa-
nies exploring in
Alaska.

There’s nothing wronﬁ with Alaska’s current leasing system.

Itr%%ré? 0frl]ne In parts of the state with k .own oil discoveries and
p, But it doesn’t do much to attract exploration dollars into high-
risk, unknown parts of the state, where there is geologic potential
butno gre\,/lou_dlscpvenes. _ _

Exploration licensing is designed precisely for these new,
unknown areas. o ,

Qur current system leases tracts in relatively small sixes, about
5,600 acres, and in competitive “honus 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
Sggéﬂgtq otr? paying rentals on the lease and royalties from any

The problem with small ease tracts is that it takes time for
companies to consolidate land n%hts over several geologic tarrqets
Its geologists are interested in, which which are ustially oroadly
dispersed in a new, unexplored basin,

(Continued next page)
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Harding Lawson Associates

(S Reait™
Providing engineering & environmental
services in Alaska for over20 yeans

STEELFAB

?gﬁfﬁgfz@%s ka

Alaska's largest locally owned steel
service centerand fabricator

Erortti’'- "'a

WOQMQS\WW Company

Inter and Intrastate trucking company.
Quality service and competitive rates

Commercial Testing & Engineering
Co., Alaska Division
Chemical & Geological Laboratory

?Qjﬂo%ﬁs 2§2@S ka

State and federal accredited full
service environmental laboratory with
world-wide capabilities

Pool Arctic Alaska

SR

Employing over200 Alaskans on
North Slope and Cook Inlet drilling
projects

NANA/DYNATEC JV.

(853 208

Economic stratigraphic coreholes up
to three miles deep

offman éEn 'nS ears
Wl

Quiality multidiscipline engineering
since 1979; civil/structural, mechani-
cal, electncal and corrosion

Udelhoven Oilfield
System Services, Inc.

(o) KRl
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Air Van Nor Aknerican
SKd

i

TALKABOUT SA VINGS! Our
Alaska Highway service prices
are the least when heading
EAST!

Arctic Contrgls, Inc.

%ﬁ}i%}% ska

Industrial controls
and instrumentation

i

An Alaskan company, serving
Alaska's industries

nvironmental and
geotechnical engineering for
Alaska's petroleum, transporta-
tion and mining industnes

Irish Trucki

nébor 3 AZ\? ka
alrnanks, Iasals<a:l@ﬁi%2
State-wide transportation,
guality service, oilfield equip-

ment & supplies, and heavy
hauling

Johnson Controls, Inc.,

ys eomse& rglli(ées Division
%&f}} ik

We forge lasting alliances with
our customers through perfor-
mance that exceeds their
expectations

-l Prilling Fluids Co.

A

rilling fluids, completion
brines, solids control & filtration
vans, and engineering service

DCEDINTL TRE 0003

, é(_:ontjnuedfrom preceding page) That's because competitive
bi dlnP can Create complex ?ea_se ownership over ﬁeologlc pros-
pects. It different companies wind up owning smafl-sizé leases
OVer g J)ro ectwith marglnal potential, it may take years to
negotiate tne complex agree-
ments needed to finance the
drilling of awell. That often
happens under Alaska’s
current leasing system,

Another problém with
competitive bonus-bid sales,
In new and unexplored
_re([uons, Is tht, it puts money
info the government’s trea-~
sury that'could have %one fordr Illngi Wells. In the long term,
dri mg wells and finding new oil will make much mofe money for
the public treasury.

A better ag'oroach in frontjer areas is to give exploration
companies, either by themselves or in 9roups, the opportunity
toH ta huntmgllcense overa largerarea. =~

That’s the idea Dehind the legislation now pending in Juneau.

Comf)anl_es 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

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.

work promised will get done.
All existing environmental Exploration licensing can
laws will apply. speed up the discovery and

When the proposed work is
dong, 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
|easin _sstemlntoﬂfsy, easing nearby unleascd acreage unaer
competitive bonus bics.

development of new oil
fields, generating new
revenues for the state.

R 2

Another problem with competi-



In the Iegislature the problems in SB-150and HB-199 are

being worked out 11’ no surprise that there are differences of
opinion over a new idea like exPIoratlon_ licensing. There are
differences between the major oil companies operafing in Alaska,
and concerns

Independent oif com-

panies and small In the legislature, the problems
nvestors who fear in SB-150 and HB-199 are

neing “locked out” of
exploration licensiug.
Most differences
hetween oil companies
have been worked o,
and other concernsare _ _
being addressed by the legislature. The senate version of the hill,
150, has alreadly gone'through substantial modifications,

L egislaive committegs will conSider both bills again in 1994,
Among problems still belnr%; worked out IS the bonding provision,
which 1S intended to %I]ngra tee that exploration committments are
actually carried out. The. bond needs to be large enough to provide
a serious enalt;i to a company that abandons Its commitment to
exP_Iore. ut 1t dlso must be structured to allow smaller companies,
notjust large oil firms, to participate in exploration licensing.

Another problem is “elinquishment™ of acreage, where t. certain
amount of acreage in a license IS tglven Up each Vear as an explora-
tion program proceeds. This is infended o guarantee a company
will aqﬁresswel explore, and notjust “warehou.se” acreage. .

Butthere are differing views. Some feel it will do the opposite,
and encoura?e Warehousm% %he feature may become an incentive
to accumulate mare acreage than is really n ed%. Angther prob-
lem: Periodic review of ongoing exploration by state officials. The
State of Alaska needs someé meChanism to oversee the pro%res,s of
exploration under licenses, but some in industry worry tha this
could inject bureaucratic, or political, meddling. Exploratign
licensing can sPeed UR the |scover¥ and development of new
0|If|elds,_9_ene atln? ew revenues for the state and economic
oé)portunl les for Alaskan businesses and workers. The whole
idea of licensing is to turn the explorers loose to find ail,

being worked out. It's no sur-
prise that there are differences
of opinion over a new Idea like
exploration licensing.

(Continued nextpage)
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Peak Oilfield Service Company
Anchorage, Alaska
(907)561-3200

Service contractorproviding 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 youl

Jackovich Industrial & Con-
struction Supply

Fairbanks, Alaska: 456-4414
Anchorage, Alaska: 277-1406
One stop shop forindustrial
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

Quiality, production-oriented
surveying and engineering
throughout the state of Alaska
since 1949
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This rressage brought
toyouny:
Alaska Detroit
Diesel Allison

?ncho 5259 Alaska

Distributor for Alaska Detroit
Diesel/Perkins/Allison

Baker Qil Tools
Anchorage, Alaska

(907) 561-1939

People and products provid-
ing solutions for completions,
workovers and fishing.

BESCO, inc.

5 BaEa0™

ff1 supplier of mechanical
power transmission
coponents. Replacement

bearings, seals, couplings,
drives.

Fluor Daniel Alaska
(V2%

Delivering quality engineering
services in Alaska — oil &

gas, telecommunications,
environmental.

Guiberson — AVA

?%OW]TSI(&

Represents Dresser Indus-
tries, Inc. worldwide in the
safety, completion, production
and workover equipmentand
services market.

Halliburton Energy Services
A

Industrial Instrument
Service, Inc.

Kenal, Alask
(&0

Serving Alaska's oil industry
since 1971.

US.
Alas
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Around the world,
exploration licensing
Is the way things are done

(Continuedfrom precedln page) Exploratlon licensing is really

the normal method for expl
Eovernment on certa
a 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,
Ardentina
Australia
Bahamas
Bangladesh
Belize
Benin
Bolivia
Burma
Chad

Chile
China
Columbja
Costa Rica
Denmark
Domlnlcan Republic
Dubal

Ecuador
Eqypt

FIIJI _
French Guiana
Gambia
(reece
Greenland
Guatemala
Haitl
Honduras
India
Ireland

Page 14

for oil and %as It s used by the
fedéral lands, an

even in Alaska, by

Isr?el
IvorzI Coast

Jordan

Kenya

Sou Korea
Malaysia

Malta

Netlleuand Antilles
Nicaragua

Niger

Nigeria

Panama

Paragua

Portlga

atar _
as All—Khalmab
omall

Sudan
Swﬂzerland
Syria

Taiwan
Tunisia
Turkey

Umm al-Qaiwain
Unlted States
Uruguay
Vietham

Zaire
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ThIS mgssage 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 lce 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, airpollutants & under-
ground borage tanks

©9075614577/
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Part Tvav&dExplor tion Ince x Cre
It

aﬁ}%‘\’; el ion tnc u glt a%g asanoI r]tﬂ((i}%o encourmn%vv

oratiort Incen Qe 15 already |nexistence. It
tggap&]y orac |taga|nsttaxor

Oﬂ erta (f“
10 % I S a £
to What is proposed in SB 151 and

new HB 200 is an expansion of the
Exploration Incentive Credits

Nb edaﬁer bertas program that would broaden its
CrF %5 scope to include federal and
tﬁm ate a Ce private lands.
\emept X t ]%s underunllz because its
H]mne tcr)]{ stsa lan an |n|sere on%
the prese easm net system has fielped

V\ﬁsttwo new COVEIES

at IS mSenateBl JSJ[Cde useB|II2(I)|son
R i
ng gncarfell eBasedco IeS, expfonng oréﬂ outside the
P Sﬁn ner ro SXSt geen tththe program allows credits only

e .
me(f %e%ﬁwea 0 t| ‘|| gn?’f&%% (s)frul Ip\r/gs ect is drilled

ref oseleas
vvere %ﬁ cou |e t revenue? as well
P rrakelt H as entiance the value or nearby
orco |esto FB?\‘rh state lands,

|on

r credits a erthe Ieasel Iace n the case of non-state
, grethere IS no state le ’%é) mvoveeibe
nefudl £S SeNse hecause Poth fedceral and

ga:/ate ancsqhe Stc recelves Severance taxes

esent g,%j : %are Eit 1%335 é{evtee e from fecslera and go the

ns often inclu eacomg a?}eennsqafg rivate and
federap ? ere#ore | P

QI ICCESSTUI Pros CF IS
rilledion p{ Vall ederal
It CoU

Fevehu S en-
ance the value of nearby
state lands,

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 m|l-B_ ca? (EheEICr ram. It would be in effect
f or 10years, after which heleglslaturevvo |d evaluate the program.

Rels
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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 78 years ofservice 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

Fullservice inspection/NDT
contractor employing all
manual and automated
tasting technigues

DCHDINTL TRAE @1007

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 aboutit
Alaska is largely unexplored, and most of what has been explored was
done by using now out-
dated concepts and tech-
nology. Government and
oil industry experts believe
Alaska has vast quantities
of oil thatis recoverable
attoday’s prices. Some oil

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 ail fields.

companies, including some
with significant invest-
ments in Alaska’s petro-
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 justthat
Others want an extension of the EIC program to provide further incentive
for exploration.

The enhancementofour oil and gas leasing program proposed in the
legislation should be viewed as part ofa long-term economic strategy to
create a stable economic base for Alaska. Hie problem ofrevenue short-
falls is attributed to declining oil production from the Prudhoe Bay field.
Butthe real source of the problem is Alaska’s historical reliance on
megaprojccts.

Our good fortune in die 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 .forgrandiose projects to secure our
economic future, instead of creating state policy that is conducive to long-
term, sustained development of more modestresources, such as smaller
oil fields. The result has been a boom and bust economy.

Atits 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 W estern
Hemisphere.

Itwould 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 recentyears. Alaska hasjust one. possibly two. new fields
scheduled to come on-line under currenteconomic conditions.

Increased exploration will probably notyield another Prudhoe Bay and
hence singlehandedly recharge Alaska's economy or solve the stale's fiscal
shortfalls, but it can make a very importanteconomic contribution for
years to come.

Ree 16
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SOPINION

by Cliff Burglin
Special To The Star

Th? legislature convenesJanuary 10, Balancrn%] the budget
with less ol mcomeverbeh \? on the legislative agenca.
I trtama In thaé e Governor and the majori ofthe
|s ators on yconsr er raising taxes or a drng taxes as the
mea f statee smeet
e |t onso acr so ederaI and state]land thatcoulc
and s rodu ebr lons of dollar worth.of ail, gas anc
mrneras that Wou d m% eAIaska Ehe wealthiest pic ofr A
fstatf on the face of the earth, all the Governor and the
%rrs ators and qur two, statewide ar y News” papers can
think of or falk about IS r srn %rw rln axeso
basasmrnrmomvvaewor ers the ddeclasssma
usinesses and their g
ﬂr overnor and { EP rsfators don’t even drscuss put—
trnqmore and.into private n an sor easin or and ogas hasins
thal would bring in tens of millions of dol arsp ryear n
ren als ano prior Uction. Plus A]obs fobs b%/ the th ousan 5.
The only effort to ?rrnﬁ ore land Into ?xpor Aon IS
HB199, t esocaled icg srn hill thatwoudcost
even more money g/pa){ t emaJor oil com anres from
rhetate cotferstb 0t keaL las Slbﬁ "est nshore an]d
0 sorestateorl asins, This licensing bill would legalizet

corruptron ofthe multinational ol companres and'the state

S
his Bl99 allows companies at no cost, except for
zakerr\r\?lronsgfacresoft%e eststatejland

alt rneysf
'ég)le Iﬁ X thfeosre c%crzritrgscts would enegotr tedp one man
eggolftheDrvrsronofOrlang oaIs urns%618

G
ean ex Arco employee. Ar arsrave po{ntF
Wrr B 199. Governor Hic errs usrn? his Tormr

owersto ush 1t through the legislature into la
rs%ﬂ becomesplaw Alaskans might | stasvvep eeryv the
y, and will

state orlrler to the mulfrnbatronal oll cartel
will mean fewer jobs, higher costs, lower

cIoseoffﬁIIofthelrc# Ted Iaﬂd toan ot erac?aty ustgs
the Nortn Slope ol fields and the prz eling corridor alreagy

We need a Gqvernor and |

No one but Wultnlatr nal Eersonnehvvrll beable to tht
fish, snowmac a ac or sightsee on any oft ese
contract licensing areas. The oil companysecun acked
b}/thestate nolicg, will take care oftre assers Evéry Alaska

citizen woyld ecomeatresRasser IS this the t uturet atwe
have promysed our chiidren and their children”? A Police
Sta%e run lfy the multinational oil companies and their
ofessional econ-hypocrite, multinational, Alaskan accom-

ICES.
In caseyqu missed one ofmy col eprivateenviron-
elnta?rs (nave ayearr] %unctgeto ﬂcﬁr ﬁ%o ron
do ars and answer fo ho on ontrarY Ru ar lelier,
thelr main purpose Is to protect die multinational cor 0ra-
tions form competition. Eco hypocrites et most 0f crerr
oney from mutinational corporations nd their affiliate
oun atron an amr Bes : deboltArcos
askan shauld not become too concerped aboutArco’s
thousan aﬁon orPspr?I Or? |sanaturappro uctang there
cor seeostprou houttthestateofAIaskathat naturallyspill
rs muc oil every mont

Two large seepsare in the Barrowand Umiat area. There

aretho san smore throu hgutthestate Mayb%the Gover-
[a rsEatures % passalawagainsttneir favorite
gir rren ot er nature

By this time, Alaskans shoold know that no laws can keep
g(r re\r/]egtamultrnatronal oil company from having careless

AIaskans we don’t need hrghertaxes Or more taxes,or fees,
e%rslatorsw will not]sel s out
tothe major oll companies, the non-Al a%anseco Z ocrites,
an te Aoard 100 numeyous, state urefrucrat

Feel free t acopy ofany of my articles to Governor
Hickel oryourf?egrsl r?rg yorny
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name is Clifford mirglin. | represent at least 500 people in
e Fa?rbanks area. J P peop

| am opposed to nn 199 in any form for the following reasons:

merada Hess: Amaco (alias Starf]dard Indiana); Arco; BP; Chfevron
Idas Standard O1l ompan orn a and” also a Part 0
- rarncc co(nsort| m tn t mar ets et ||t to ten mi I on. barrels
day | on co: lizxon (alias San rd gll of  Hew
rsey and a sosp Aramco co sortiy m . Marathon; Mo d
also” known as tandar | ommnyo ew Yor d Iso %ar\
audt-Aramcn conso tium); Oil; Pet dl
etroleu exa? also a Rgrtner | e Aramoo ¢
Texas and Unoca wn ahd have und er Iheas e thr
acrei In the state o Alaska that they have not
evelnppd.
Vou legislators can find this information on any status map whi
Iudg be readily available from the Department, ot RI U

d.On I'-a rdanlsdanbaes,lshon(/)fmd)nII Ifnqx
ka's la [)ngt poducer haa rece
H to a D] Itgn ba n

rrels of oil |
0. has di%covered in excess of one hillion barrels o
mbia, ich 15 much closer to their Guif of Mexico re
IC Alac an 0|.I.

a
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se co anies are the on
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Iatr
t)he Wdrt

——h

ab diut onl}/ tt) y com
cat that It will _in
ﬁdd eaco?n anJes ]ObS and he,l I|n
h r companies dr |nd|V| uals \d

true that they have these
countrtes It 1s alf_o.
ries standard of [ivi
rulers are rtch and t
K

nt
The

If this Alaska legislature 5569 is b|II in an he oil
Wil Fhlae no nee p? y\d)ouwH have

com antes [ an ou Or us.
gtveFd them %o ute and com ?ete d/ontroyl of the states land and
esources, bot surface and ubsurface.

|f you. paec the bill or_anything like it, .you will fipd the
comdantedJ that have Leen ftnah/cdngg your campatdns will noP € bo
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Cliff Burgliu

February 2ii, J.999

I have a iequost to make of oat:h and ovoryonft of my readers.
Fleasc go to your local iieqgislativw information O ffice (1,10) and
ask for a copy of House 199 and Senate hill IbO. Road and
Study these bills rind discuau them with your Representative and
Senator. The chances are good that lew legislators have ever read

thago bills and fewer yet have studied them. It is extremely
doubtful if ten percent of tin total legislature knows what, ef fect
tlie passage of theno bills in any form will have on every Alaskan
citizen.

Ask the owners and editors of your Local paper to print n copy.
Demand to know what his or her stand is.

Thin legislation will determine the economic future of this state.
If either ot those bills are passed in any form, Aluakanc will have
uo future.

Prices of energy products will be high. Wagers in every sector of
Alaska's economy will be low. Competition will be non-existent.
The only choice ot jobs in Alaska will be with federal, state or

local government, multinational corporations, or minimum wage jobs
with banks, small businesses or fact food chains. AIl Alaskans are
getting a taste of the future now- If these bills are passed,
Alacka's economy will get worse.

You readers need to understand Ilhe implications of this legislation
even if your legislators and the news media do not know or care.

Thin legislation has been prepared and is being powered by over a

do”en. at the worlds largest oil companies. It bar, been well
prepared and thoughtfully organized and r -,hored. The
multinational oil companies are sneaking this v-.il legislation

through with the help ot Governor Hickel (the sponsor). The oil
companies are curtailing Lheir Alaskan operations. The bills will
ensure that no or.o else can develop.

It is moving through the loginLat.urc faster thau Tommy Moe in the
downhill race in Lilloliaimnet..

I'leane road and study the legislation and contact ycui 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? Ka evidently feels that he (Governor
Hickel) can make coixnuuinm work. Governor Hickel was elected and
ran as an independent. Not as a cross between an "owner state"
socialist and a communist masquerading as an advocate for freedom
and opportunity for all Alaskans.

HB 199 aDd SB ISO are two of the worst pieces of legislation that
have ever been proposed. Tf enacted, this legislation will wipe
out all access to AlLar.ka's land. There arc no caicguards or

oversight provisions.

This legislation will turn over all of Alaska's major economic
resource (oil and gas) to the same corporations that the State of
Alaska is now suing for having underpaid their taxes for 2b years
to the tune of ?6 to $10 billion dollars.

The very same state employees who have allowed this to happen will
be in charge c¢f administrating r.ho vague guidelines ir. fchio
legislation. None of these state administrators arc elected.

The very leant affect that the passage of this legislation in any
form will be that most of Alaska's land will be tied up in endless

litigation.

Alaskans, wo need to stop these bills.
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ALASKA OIL AND GAS ASSOCIATION
POSITION
ON
LARGE BLOCK EXPLORATION LICENSING LEGISLATION
(HB 199/SB 150)

The Alaska Oil 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 within 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 of 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 Oil and Gas Committee Substitute for HB 199 is consistent with the AOGA

position on exploration licensing legislation. AOGA supports CSHB 199.

AOGA MEMBERS:

Amerada Hess Corporation Mobil Oil Corporation

Anadarko Petroleum Corporation Petrofina Delaware, Inc.

ARCO Alaska, Inc. Petro Star, Inc.

BP Exploration (Alaska), Inc. Phillips Petroleum Company
Chevron U.S.A. Inc. Rowan Companies, Inc.

Cook Inlet Region, Inc. Shell Western E&P Inc.

Exxon Company, U.S.A. Texaco Inc.

MAPCO Alaska Petroleum Inc. Union Texas Petroleum Alaska Coip.

Marathon Oil Company 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 acitizen | 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. | 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. Uwould appear that the provisions of these bills would allow a large
company to prevent productive use of large tracts of land for long periods oftime 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 |ho 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 Ayears, 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 IThe 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, | 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, ftis quite apparentthat 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? Ifthe 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.
-First 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%. | 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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