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Eleven additional positions within DO&G will be require to implement the areawide oil and gas leasing program as 
proposed in SB 243.

Three new Natural Resources Officer ll's. range 16 . to determine land ownership, title conflicts, correct title fauits, and 
prepare detailed lard title reports, prepare and issue public notices under AS 38.05.945-.946. prepare and organize the 
annual oil and gas lease sale offerings, and to nojudicate bids and determine successful bidders for lease issuance.

Three new Natural Resources Officer I’s, range 14. to perform the land title and status reviews, assist in determining 
land and ownership boundanes. determine tract acrtages, prepare lease sale tract maps and plats.
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ANALYSIS SB243 CONT.:
Two new Natural Resourcos Officer ll's, range 16, positions to r jsoarch, writo, and rogularly rovlso areawide best interest findings.

One new Natural Resources Officer I, range 14. to assist with research and minor writing tasks in support of best interest findings 
and responding to public concerns.

Ono new Cartographer I, range 12, to assist In the preparation of maps, charts and diagrams for best Interest findings, geologic 
analysis, public notices, and lease sales

One new Petroleum Geoscientist, exempt range 24, to continuously reviow and ovaluate geologic, well and seismic data, and to 
maintain information databaso.

The request for these positions are predicated on tho following:

t ) the need for additional best interest findings for a  now oil and gas leasing program that is to bo managed simultaneously with tho 
five-yoar oil and gas leasing and exploration licensing programs Existing staff is insufficient to research and draft preliminary and 
final findings for all programs

2) Additional title and land status review, mapping and legal description writing staff will bo needed to review ownership and conflicts 
for the new lease sales and new biennial report to the legislature Existing staff is insufficient to manage this significant new program 
m addition to five-year teasing and exploration licensing programs Title, land status, ana aescriptlon writing for areawido loasir.g on 
tho or.thora portion of the North Slr-pn can bo cirnpirtert afte' b ^ s  are received on tracts thus savings the costs of this tvpe of work 
on tract sthat will receive no bids Howover. due to the complexity of title, lands status and concerns of adjacent land owners this 
approach will not be advisable in the Cook Inlet and Beaufort Sea areas. The laborious and time consuming process of reviewing 
these issues for each tract prior to any lease sale will by necessity be continued This will require the review of approximately 15-25 
mulion acres of lend annually.

3) An mcrcaso need for maps, notices, graphics and new bienmal report to the legislature

4) an annual detailed geological evaluation of 15-25 million acres in order to take into consideration new well and seismic d. ta to 
aid in determining tho bost terms of sale for specific areas

Travel costs mcludo costs for staff to attend public hearings, meetings and workshops in affected areas.

Contractual cost included office space, printing and publishing of public notices and display ads 

supplies costs include misc costs for paper, pens, floppy disks and other misc. supplies 

equipment costs indudo phones desks, computers, pnnters and other misc. equipment.

** There are uncertainties in the bill which may chango the fiscal impact once clanfied with the sponsor
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A R C O  A la s k a , Inc.
T e s t im o n y : SB 24 3 "a re a w id e B IF , le a s in g ' 
0 2 /1 4 /9 6

M r. C h a irm a n , fo r th e  re c o rd , m y n am e is D a v id  S u t te r . I am  th e  L a n d  
M a n a g e r fo r A R C O  A la s k a . I h a v e  a fe w  g o n o ra l c o m m e n ts  a b o u t a re a  
w id e le a s in g .

F o r n e a r ly  a y e a r , A R C O  ha s b e e n  s u g g e s t in g  th a t th e  S ta te  a d o p t a n 
"a re a  w id e " c o n c e p t in its le a s e sa le s In a re a s th a t h a v e  h a d s ig n i f ic a n t 
p a s t d is c o v e r ie s  a n d a re k n o w n to  b e h ig h ly  p ro s p e c t iv e  fo r fu r th e r o il 
d is c o v e ry : fo r e x am p le , th o o n s h o re  N o rth S lo p e b e tw e e n  th e C o lv i l le  a n d  
C a n n in g  R iv e rs  a n d n o r th  o f th e  U m ia t b a s e lin e  - e s s e n t ia l ly  th e  a re a  
e x c lu d e d  fro m  e x p lo ra t io n  lic e n s in g . T h e  h e a r t o f o u r c o n c e p t is fo r th e  
S ta te  to  m a k e a ll u n le a s e d tra c ts In an a re a a v a ila b le  fo r b id d in g  e a c h  a n d  
e v o ry  ye a r.

W h a t I w o u ld  s u g g e s t In d e te rm in in g  w h a t th e le g is la t io n  s h o u ld  s a y  is a s 
fo llo w s :

• T h e  le g is la tu re  s h o u ld  m a n d a te  a n n u a l N o rth S lo p e a n d C o o k  In le t A re a  
w id e  C e a s e S a le s , p ro v id e d  th e  n e c e s s a ry  B e s t In te r e s t F in d in g  
s u p p o r ts  su c h s a le s

• N o r th  S lo p e  a n d C o o k In le t A re a  w id e  L e a s e  S a le  a re a s  s h o u ld  b e  
d e f in e d  as th o s e  u p la n d a re a s w h ic h a re e x c lu d e d from  lic e n s in g

• T h e  N o r th  S lo p e A re a  w id e L e a se S a le s h o u ld  o c c u r n o la te r th a n  1 9 9 8 (S a le 
8 7  - M a rc h )

• T h e  C o o k  In le t A re a  w id e  L e a s e S a le  s h o u ld  o c c u r n o la te r th a n  1 9 9 9 (S a le 
8 5  • A u g u s t)

• A re a  w id e  B IF s  fo r th e NS a n d C l s h o u ld c om m e n c e  im m e d ia te ly

• A re a  w id e  B IF ‘s s h o u ld  c o v e r an a re a fo r a t le a s t te n  y e a rs

• A re a  w id e  B IF s  s h o u ld  c o v e r a ll la n d s w ith in  the g e o g ra p h ic  s a le  a re a , 
re g a rd le s s  o f c u rre n t le a se s ta tu s o r ow n e rs h ip

• C om m e n ts  fo r n o w  In fo rm a tio n s h o u ld bo s o lic ito d  a n n u a lly  fo r th o  A re a  
w id e  B IF s  _____________
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• T h e  c o m m is s io n e r o f D N R  s h o u ld  h a v e  d is c re t io n a r y  a u th o r i t y  to  
d e te rm in e  if n e w  in fo rm a tio n re q u ire s a c h a n g e  in th e  B IF  p r io r to  th e te n 
y e a r p e rio d .

• A re a  w id e  L e a s e  S a le  A C M P  C o n s is te n c y  D e te rm in a t io n  s h o u ld  
a u to m a t ic a lly  b e g ra n te d  If th o  C om m is s io n e r o f D N R  d e te rm in e s  th a t 
th e ca ll fo r n e w  in fo rm a tio n fa lls to  re q u ire  a n e w  B IF

• L e g is la t io n  m u s t n o t re q u ire  a d d it io n a l re g u la t io n s  (w e 're  c o n c e rn e d  
th a t s e c t io n  1 o f y o u r d ra ft b ill m a y c o n ta in  a re q u ire m e n t to d ra f t s u c h 
re g u la tio n s )

W h ile  I b e lie v e  th a t th is  le g is la t io n  w ill e n c o u ra g e  m o re  a c t iv ity  in th o s e  
a re a s c o v e re d  b y a re a  w id e le a s in g , th e re a l b e n e f it w ill u lt im a te ly  g o to  th e 
S ta te . O n c e  an a re a  w id e  le a s in g p ro g ram  is In p la c e , th e S ta te  w ill h a v e  
m o re  t im e  to  d e v e lo p  s a le s an d Is su e lic e n s e s  in th o s e  a re a s  w ith in  th e 
S ta te  w h e re  o il a n d g a s a c t iv ity  m a y b o le s s p re v a le n t , b u t w h e re  th e  
p o te n tia l re w a rd s fo r f in d in g  la rg e fie ld s a re s u b s ta n t ia lly  g re a te r .

M r. C h a irm a n , I w a n t to  th a n k y o u  fo r th e  o p p o r tu n ity  to  s p e a k o n b e h a lf o f 
A R C O  re g a rd in g  th is  im p o r ta n t le g is la t io n . I w o u ld  b e h a p p y to a n sw e r a n y 
q u e s tio n s y o u  m a y ha ve .



A r e a - W i d e  L e a s i n g  B i l l s  --  C o m p a r i s o n

S B  243  •• S o n a to  R e s o u r c e s S B  245 -  G o v e r n o r ’s  bill HB 3 8 8  -  R op. R ok oborg

G e o g r a p h ic  A p p lic a tio n Cook Inlet, North S lope North S lo p o  o n sh o re , north of Area authorized by Legislature
the Umiat b ase lin e

A p p lic a b ility  to  5-Y ear S a le Areawide lo ose  s a le s  c o n sist of Areawide le a se  s a le s  d o n e  by After authorization by th e
acreaq o  annually nom inated by C om m issioner a s  part of 5-year Legislature -  unclear if annually
C om m issioner and industry, in le a s e  sa te  proqram or a s  part of 5-yoar le a s e  sa le
addition to 5-yoar le a s e  s a le p r o c e ss
program

B e st  In terest F in d in g  P r o v is io n s BIF not required if a c r ea g e  pre­ 5-year limitation o f life of BIF C om panion p iece: HB 3 8 9  •• For
viously offered in a  sa le  under exem pt s a le s  (3 8 .0 5 .1 8 0  (d)> or
A S 3 8 .0 5 1 8 0  (d) or S F .0 5 .1 8 0  (w) s a le s  under 3 8 .0 5 .1 8 0 (w ), the
or is part of an areaw ide le a s e  sa le; now  inform ation justifying Ihe
u n less in all c a so s  C om m issioner revision m ust bo along th e  lines
d eterm ines that new  information of Ihe fact required under AS
is available that justifies revision of 3 8 .0 5 .0 3 5 ( g ) ( 1 ) .
B F

L and O ffered  for  S a le N ew  BIF not required if a crea g e N ew  BIF not required if a crea g e N ew  BIF not required for areaw ide
previously ollered  in a  sa le had b een  subject to  BIF in last le a s e  sa le  u n less subject to  new

live years. Not required to  have inform ation.
b een  previously o ffered  for sa le .

A lso, tho G overnor's bill contains 1 1/2 p a g e s  of findings and p u rp oses w hich d o  not ad d ress  th e  reality of creating new  5-yoar b est interest findings for an area
which e n c o m p a sse s  lo a s e s  that don't oxpiro for another 9  yoars. There is no  slructu



ALASKA LEASING IDEAS 

SENATE RESOURCE COMMITTEE

September 12,1995



S a l e  8 0 □ S a l e  86



August 21, 1995__________________

A L A S K A  L E A S I N G  I D E A S

O I L  A N D  G A S  P O L I C Y  C O U N C I L

Identify Core Areas within Alaska where it is clearly in the best 
interest of the State to conduct lease sales.
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August 21, 1995________________

A L A S K A  LEA SIN G  ID EA S
u . AND G \ S  PO LIC Y  C O U N C IL

PROPOSED CORE LEASING AREAS

• North Slope
A l l  S t a t e  o f  A l a s k a  u p l a n d s  l y i n g  n o r t h  o f  t h e  U m i a t  
B a s e l i n e ,  b e t w e e n  t h e  C o l v i l l e  a n d  C a n n i n g  R i v e r s .

• Cook Inlet
A ll  S t a t e  o f  A l a s k a  u p l a n d s  a n d  s u b m e r g e d  l a n d s  l y i n g  in 
t h e  a r e a  b o u n d e d  t o  t h e  n o r t h  b y  t h e  n o r t h e r n  b o u n d a r y  o f  
T 1 7 N  S . M .  a n d  b o u n d e d  t o  t h e  s o u t h  b y  t h e  s o u t h e r n  
b o u n d a r y  o f  T 6 S  S . M . ,  b o u n d e d  t o  t h e  e a s t  b y  t h e  S e w a r d  
M e r i d i a n ,  a n d  b o u n d e d  t o  t h e  w e s t  b y  t h e  w e s t e r n  
b o u n d a r y  o f  R 1 9 W  S . M .



August 21, 1995________________

A L A S K A  L E A SIN G  ID E A S
OIL AND G A S  PO LIC Y  C O U N C IL

I n c o r p o r a t e  M M S  P h i l o s o p h y  u s e d  in t h e  G u l f  o f  M e x i c o  f o r  
S t a t e  o f  A l a s k a  l a n d s  in d e s i g n a t e d  c o r e  a r e a s .

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

2 .  O f f e r  t h e  c o r e  a r e a s  f o r  a r e a - w i d e  l e a s i n g  o n  a n  a n n u a l  
b a s i s  w i t h  a  s e t  t i m e  o f  t h e  y e a r  in w h i c h  t h e  s a l e  w i l l  
o c c u r .

3 .  D e l e t e  o n l y  t h o s e  a r e a s  w i t h i n  t h e  c o r e  a r e a  t h a t  a r e  
e n v i r o n m e n t a l l y  s e n s i t i v e  o r  r e q u i r e  f u r t h e r  a c t i o n  f r o m  
D N R ,  i . e . ,  s u r f a c e  a r e a  c o n s e n t ,  e t c .



August 21, 1995________________

A L A S K A  L E A SIN G  ID EA S
OIL A N D  G A S  PO L IC Y  C O U N C IL

B y  h a v i n g  a n n u a l  s a l e s ,  D N R  c o u l d  c o n s i d e r  s h o r t e r  l e a s e  

t e r m s  f o r  c o r e  a r e a  l e a s e  s a l e s .



R e q u i r e  i n d u s t r y  t o  b e  m o r e  s p e c i f i c  in i d e n t i f y i n g  l e v e l  o f  

i n t e r e s t  in n o n - c o r e  a r e a s .

A L A S K A  L E A S IN G  ID E A S
OIL AN D G A S  PO LIC Y  C O U N C IL

A u g u s t  2 1 ,  1 9 9 5 _____________________________________________________________________________



D r o p  o r  e l i m i n a t e  s a l e s  in n o n - c o r e  a r e a s  w h e r e  t h e r e  i s  l itt le  o r  

n o  i n d u s t r y  i n t e r e s t .  S u p p l e m e n t  t h o s e  a r e a s  w i t h  l i c e n s i n g  if 

n e c e s s a r y .

A L A S K A  L E A SIN G  ID EA S
OIL AN D G A S  PO LIC Y  C O U N C IL

A u g u s t  21 , 1 9 9 5 _______________________________________________________________________________________



August 21, 1995________________

A L A S K A  L E A SIN G  ID EA S
OIL AND G A S  PO LIC Y  C O U N C IL

G i v e  D N R  m o r e  a u t h o r i t y  t o  c o n s i d e r  d i f f e r e n t  r o y a l t y  s c h e m e s  

o n  l i c e n s i n g  r e q u e s t s .



August 21, 1995________________

A L A S K A  L E A SIN G  ID E A S
OIL AN D G A S  PO L IC Y  C O U N C IL

A v o i d  u s i n g  l e a s e  s a l e s  t o  i n v o k e  o p e r a t i o n a l  s t i p u l a t i o n s  f o r  

a r e a s  a f f e c t e d  b y  l e a s i n g .



CONCLUSION

1 .  I d e n t i f y  c o r e  l e a s i n g  a r e a s  w i t h i n  A l a s k a .

2 .  U s e  a n  a r e a - w i d e  l e a s i n g  p r o g r a m  f o r  t h e  c o r e  a r e a s .

3 .  G i v e  t h e  D N R  f l e x i b i l i t y  t o  d o  t h e i r  j o b .

4 .  W o r k  o n  c o m p r e h e n s i v e  r e g u l a t i o n s  i n s t e a d  o f  l e a s e
s t i p u l a t i o n s .

A L A S K A  L E A S IN G  ID E A S
OIL AN D G A S  PO L IC Y  C O U N C IL

A u g u s t  2 1 ,  1 9 9 5  _____________________________________________________________________________________



PRELIMINARY REPORT TO 
SENATOR LOREN LEMAN, Chairman 

Senators: Pearce, Frank, Halford, Tavior. Lincoln and I loffmari 
SENATE RESOURCES COMMITTEE

By: Senate Resources Committee Staff

Work Sessions with Oil and Gas Industry on Best Interest Finding and Permitting

At your request, I held a work session with representatives of the oil and gas industry and 
others (list attached) in Anchorage August 8. Another work session dealing more 
specifically with permitting and projects in coastal zones is scheduled for September 8. An 
update to this preliminary report will be finished for your use September 11. This report 
only reflects my interpretation of the comments of those who attended the work sessions.

Best Interest Finding

1) The companies and the state want certainty to the best interest finding process. 
There are /vo  slightly different viewpoints on "areawide best interest finding":

a) do a BIF on a chunk of geography, the BIF applies to lease sales in the 
next 3-5 years, area broken up by the state into lease tracts; and

b) Entire North Slope BIF and allow companies to competitively bid for 
larger areas (instead of 63 tracts, would be one tract or 10 tracts). I believe DNR and 
industry view this process slightly differently.

Some commented that the BIF adopted in SB 238 (CH 34. SLA 94) lengthens the 
permitting process with no positive result - it has become a delaying tactic. All who 
commented said SB 308 (CH 38, SLA 94) was a good start to addressing the problems of 
continual lawsuits aimed at delaying or derailing development projects. However, they see 
no value in having to address tract by tract factors which could be addressed in a uniform 
best interest finding. They said this uniform or areawide best interest finding should/could 
be done in areas where the factors affecting development are fairly uniform. The 
Colville/Canning rivers area was mentioned as one area where from the permittee 
perspective, the factors affecting a permit to operate are relatively uniform. The permittees 
said that rather than working wath the permittees to mitiga’c concerns, seme regulating 
agencies’ (csp. DEC and F&G) seem to be more focused on thinking up not just 
reasonably foreseeable measures, but mitigation measures for minute concerns such as 
"isostutic rebound" in the comments on preliminary findings for the Yakataga Sale (copy 
attached). Companies state that if they don't "aggressively” track every mitigation 
measure, a mitigation measure becomes a "permit standard" by default of the company not 
being aware or believing that it wouldn t be kept in the final permit. This "permit standard" 
is then applied to succeeding permits.

2) The in.erest in re-evaluating how best interest findings arc done seems to reflect the 
companies experience with downsizing and having to become more efficient at reducing 
operating costs. In the work session, a DNR/DO&G representative commented about 
reduced budgets and the need to be more efficient -the reaction was nods from around the 
room. Most agreed the first areaw ide BIF would be expensive. Paperwork would be 
voluminous, but those proposing it believe the resulting benefit is efficiency for DNR to be 
able to lease more land. Jack Chcnowcth. LA A/Legal states "no prohibitions" as far as he 
can see, providing ther: is a lease sale o f the area for which the BIF is done. His only

Preliminary Report Page I September 6. 1995



concern was in AS 38.05.035 (c)6(g): exempt sale under 180(d) sale within previous 5 
years and AS 38.05.035(e)6(h): sale under 18()(w) sale within 5 years is subject to BIF.

3) Jim Eason, consultant at the work session, mentioned a bifurcated best interest 
finding process. This would require rewriting the BIF provisions to allow sale areas where 
a final BIF has been accepted and upheld without challenge or if challenged and 
subsequently upheld, no additional findings would be required, unless the commissioner 
(of DNR) determines in his discretion that additional findings arc necessary. Sale areas that 
have never gone through a BIF could be done under an areawide BIF which would require 
the entire AS 38.05.035 process.

4) Some c f the smaller operators felt the 5-ycar oil and gas lease sale process is too 
long, but because a sale can be added so that it’s on the lease sale schedule for only three 
yews, this did not seem to be such a problem. State is trying to get companies to be more 
forthcoming about the areas they want to lease. (Pretense of nonchalance or active bluffing 
may result in leases being dropped from a sale.) This is where the areaw ide BIF is 
attractive to the strategic, secretive nature of the oil industry. If the second option 
mentioned in item 1 is chosen, a company could place sealed bids for any traci(s) in the 
area covered by the BIF * the larger the area of the BIF and the sale, the better for the 
company’s strategy.

Permitting

1) The September 8 meeting will reveal more details, but in short there are questions 
about the ability of government departments to be efficient in pcrmittng matters. There is 
perceived distrust among agencies. Instead of phoning or faxing for additional 
information, letters arc sent to permittees resulting in additional time delays. The 
departments don’t seem to realize that outside of government most matters are dispatched 
with a quick (documented) phone call or fax. Even the most important/sensitive answers 
can be readily attained with a phone confirmation that a fax was received. Problem with 
getting industry to speak about these problems on the record is the perceived threat of 
retaliation by the permitor.

2) Concerns and rca!*world problems are concentrated in several areas:
a) Lots more days arc being tacked onto the permitting process * agencies 

say they can't meet the 5-dav deadlines to issue permits once coastal zone requirements are 
met;

b) No comment from agencies until the last day for review.
c) Air Quality Permitting: Amount of time it is taking for permit evaluations 

not satisfactory. Concensus that inexperienced staff, plus reorganization at DEC may be 
hampering this permitting program.

3) Shared Costs. Under this arrangement, a company purchases expedited permits. 
Agencies say otherwise it's first come first served. This shared cost arrangement expedites 
permits, but raises eyebrows because:

a) concern that state employees are under pressure to overlook infractions 
in order to process the permit which was paid for.

b) concern about inexperienced employees taking too long to do what 
private sector counterparts do in less time;

c) concern about the "message" of industry financing the expedition of
pe rm its ;

d) concern about departments blackmailing industry to pay for full time 
positions "necessary' to expedite permits.
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s t a g e  i n  t h i s  a r e a  d u r i n g  t  e  3 p r i n g  m i g r a t i o n .  R e c e n t  d a t a  

s u g g e s t  t h a t  C o n t r o l l e r  B a y  i s  t h e  p r i m a r y  l a n d f a l l  f o r  s h o r e b i r d s  

a r r i v i n g  i n  t h i s  a r e a ,  w i t h  t h e  b i r d s  t h e n  m o v i n g  w e s t w a r d  a c r o s s  • 

t h e  B e r i n g  a n d  C o p p e r  R i v e r  D e l t a s .

T h e  m o s t  a b u n d a n t  s p e c i e s  a r c  w e s t e r n  s a n d p i p e r  a n d  P a c i f i c  d u . i l i n .  

O t h e r  c o m m o n  s p e c i e s  i n c l u d e :  t h e  b l a c k - b e H i e d  p l o v e r ,  b l a c k

t u m s t o n e ,  d o w i t c h e r s ,  s a n d e r l i n g s ;  w h i t e - f r o n t e d ,  s n o w ,  a n d  C a n a d a  

g e e s e ;  m a l l a r d ,  g r e e n - w i n g e d  t e a l ,  A m e r i c a n  w i d g e o n ,  a n d  n o r t h e r n  

p i n t a i l .  M o s t  r e t u r n  t o  t h e  C o p p e r  a n d  B e r i n g  R i v e r  d e l t a *  d u r i n g  

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

a n d  s p a c e  w h e n  m i g r a t i n g  s o u t h .

W e t l a n d s  i n  t h i s  a r e a  a l s o  p r o v i d e  i m p o r t a n t  s t a g i n g  a n d  n e s t i n g  

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

1 9 9 0 ,  t h e  U S F W S  c o u n t e d  1 3 6 4  s w a n s  b e t w e e n  D r y  B a y  a n d  O r c a  I n l e t .  

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

w e s t  o f  C o n t r o l l e r  B a y .

3

H a z a r d s  A n a l y s i s :  S t o r m ?  a n d  H e a v y  S a a s i  A l t h o u g h  t h e  d o c u m e n t  d o e s  

m e n t i o n  ( p a g e  8 2 ,  s e c o n d  p a r a g r a p h )  t h a t  " t h e  G u l f  o f  A l a s k a  h a s  

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

t h o  m a g n i t u d e  a n d  i n t e n s i t y  o f  t h e s e  s t o r m  e v e n t s ,  a n d  w h e n  a n d  

w h e r e  t h e i r  e f f e c t s  a r c  m o o t  l i k o l y  t o  b o  m a n i f s s t .  F o r  e x a m p l e ,  

t h e  s e c t i o n  t i t l e d  " S u b s e a  P i p e l i n e s ' 1 ( p a g e  1 0 9 )  m a k e s  n o  m e n t i o n  

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

t h a t  ( p a g e  1 0 9 ,  l a s t  p a r a g r a p h )  " t h e  t i d a l  c u r r e n t s  i n  t h e  G u l f  o f  ►  

A l a s k a  c o u l d  m a k e  r e p a i r  a n d  c l e a n u p  o f  s u b s e a  p i p e l i n e  l e a k s  m o r e  

d i f f i c u l t . n A r e  t h e r e  r e a l l y  e x c e p t i o n a l l y  s t r o n g  t i d a l  c u r r e n t s  i n  

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

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

v i r t u a l l y  i m p o s s i b l e  f o r  a  p e r i o d  o f  d a y s .

O u r  s t a f f  r e c o l l e c t s  a  t im e  i n  t h e  e a r l y  1 9 7 0 ' e  w h a n  a  d r i l l  s h i p ,  

t h e  G l o m a r  C o n c e p t i o n  ( o r  G l o m a r  E x p l o r e r ? ) ,  a t t e m p t e d  a  

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

d r i v e n  a w a y  b y  w a v e s  t h a t  s o m e t im e s  e x c e e d e d  1 0 0 ' i n  h e i g h t  a n d  

s t o r m  e v e n t s  w i t h  5 0 '  w a v e s  a t  5  s e c o n d  i n t e r v a l s .

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

c l e a n u p  o f  o i l  s h o u l d  b e  a d d r e s s e d  i n  t h e  D i r e c t o r ' s  P i n d i n g .  W e 

a l s o  s u g g e s t  t h a t  s e a s o n a l  r e s t r i c t i o n s  o n  t r a n s - s h i p m e n t  o f  o i l  

m i g h t  s e r v e  t o  d i m i n i s h  t h e  r i s k  o f  o i l  s p i l l s  o r  o t h e r  

c a t a s t r o p h i c  e v e n t s .

A n o t h e r  s o u r c e  o f  g e o l o g i c  i n s t a b i l i t y  t h a t  w a s  n o t  m e n t i o n e d  1 b  

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

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

wells, o r  o t h e r  f a c i l i t i e s .

, , , rt



38) Isostatic rebound as a source o f geologic instability was not mentioned. To what extont would 
the slow rising o f lands recently covered by glaciers, threaten the integrity o f  pipelines, wells, o r 
other facilities.

R e sp o n s e :  Tlic above comment is not material to the scope o f this finding. Although 
there may be gradual isostatic uplift in this region, about 1 cm/yr. fo r the past 5,000 yrs. 
(Cnmbellick, memorandum to Hansen, citing to P lafker 1980 ,1994 ), most o f the uplift 
probably occurs suddenly during great earthquakes. Any hazard to engineered facilities 
from uplift would not be significant and w ill likely be overshadowed by other earthquake 
effects, such as strong shaking, scafloor failures, and tsunamis (Combellick, DGGS, 
1994a). Since facilities within the Sale 79 area would be designed to withstand 
earthquakes, they would be able to withstand gradual isostatic uplift.



For: Senate Resources Committee 
February 14, 1996 

SB 243 and SH245: Areawide Leasl"t»/Bcst Interest Finding hills

THE ATTACHED IS AN EXCERPT FROM MINUTES OF THE 
AUGUST 21, 1995 MEETING OF THE GOVERNOR’S OIL AND GAS

POLICY COUNCIL

THE EXCERPT COVERS THE PORTION OF THE MEETING 
DEDICATED TO LEASING AND BEST INTEREST FINDING



The Council r e c e s s e d  Cor lunch at noon a n d  reconv e n e d  at 1:00 pm.

6 .  L e a s i n g  a n d  B e s t  I n t e r e s t  F i n d i n g  P r e s e n t a t i o n ,  D N R%•
Ken Boyd said that g e t t i n g  land out for lease to industry is a 
p r i m a r y  conce rn for DNR. T h e r e  are abou t 1000 leases in the 
State, about 3.5 b i l l i o n  acres total a n d  the State has been 
leasing since 1959.

J i m  Hansen, from DNR, d e s c r i b e d  the lease sale process noting 
that it begins w i t h  a 5 y e a r  lease program. All of the acreage 
on the N o r t h  S l o p e  a n d  offshore will have b e e n  o f f e r e d  for lease 
by  the end of 1999. T h e  State is c o u n t i n g  on the D i n k u m  Sands 
lawsuit to be r e s o l v e d  before the o f f s h o r e  sales are offered.
The 5 year p r o g r a m  is p u b l i s h e d  at the b e g i n n i n g  of each 
L e gis lative session, e very two years. T h i s  p l a n  is put together 
from State inform ation a n d  e x p r e s s e d  i n d u s t r y  interest in certain 
l a n d s .

Six mo nths b e f o r e  the b o o k  is p u b l i s h e d  there is a p ublic call 
for comments w h i c h  is for 60 days. A  s e c o n d  call for comments, 
for a five m o n t h  period, is m a d e  3 to 3.5 years  b e f o r e  the sale. 
The final call for comments occurs about 22 m o n t h s  b e f o r e  the 
sale and is a 60 d a y  period. T h e s e  three calls include public, 
industry a n d  g o v e r n m e n t  comm ent a n d  input. T h e  p r e l i m i n a r y  best 
interest finding is i s s u e d  about 9 m o n t h s  p r i o r  to the sale and 
contains all of the r e q u i r e d  inform a t i o n  through the e x p l o r a t i o n  
p h a s e  and it m u s t  include transportation. T h e  p r e l i m i n a r y  
finding goes out for a 60 d a y  comme nt p e r i o d  w i t h  local area 
heari n g s  as well as p u b l i c  comment. Fou r m o nths  p r i o r  to sale a 
n o t i c e  of intent to issue a final finding is m a d e  a n d  the final 
finding is issued three months b e f o r e  sale. T h e r e  is a 20 day 
r e c o n side ration p e r i o d  to the C o m m i s s i o n e r  of DNR a n d  after that 
any appeal is to the court. This p r o c e s s  spans 5 years w i t h  four 
comment periods a n d  a r e c o n s i d e r a t i o n  p r o c e s s  in a normal  sale. 
L ately v e r y  few sales have been normal.

The findings c o n t a i n  all of the m i t i g a t i o n  m e a s u r e s  for 
e xploration  a n d  development. In addition, there is the A laska 
Coastal M a n a g e m e n t  Process w h i c h  m el ds w i t h  the S t a te 's sale 
process.

A s k e d  by Clin e about c o o r d i n a t i o n  w i t h  federal schedules, H ans en 
replied that it w a s  v e r y  diffi c u l t  to do so as federal schedules 
are even m o r e  erratic than the State's. He c o n t i n u e d  that SB 308 
has lengthe ned the leasing process b y  a d d i n g  m o r e  time for p u b l i c  
comment but has limit ed the lawsuit p r o c e s s  b y  m a n d a t i n g  that 
o n l y  a p e r s o n  w h o  has p a r t i c i p a t e d  in the p u b l i c  p r o c e s s  m a y  file 
an appeal or reconsideration.

L a r r y  O s t r ovs ky from the AG's o f f i c e  r e v i e w e d  some of the legal 
issues and litigation b a c k g r o u n d  on leases. Of the 71 lease 
sales since 1959, there have b e e n  8 w h i c h  r e s u l t e d  in lawsuits 
an d  6 of those h a v e  g o n e  to the A l a s k a  S u p r e m e  Court. O n l y  one
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lease sale has been  s t a y e d  a n d  that was last year. These things, 
however, do tend to be in litigation for m a n y  years and thus 
d e l a y  sales. The result of the l i t i g a t i o n  is the "G" li3t, a 
list of 11 factors w h i c h  DNR milst c o n s i d e r  in its findings.

A 3 k e d  b y  Ken T h o m p s o n  about sales and suits a f t e r  1985/86, 
O s t r o v s k y  r e p l i e d  that there h a d  b e e n  22 sales a n d  4 lawsuits. 
A s k e d  b y  Esther W u n n i c k e  w h e t h e r  a n y  thought h a d  been given to 
alternate d i s p u t e  resolution, O s t r o v s k y  r e p l i e d  not that he was 
aware of.

Drue Pearce left at 2:00 p.m.

Patty Dielawski, s p e cial a s s i s t a n t  to C o m m i s s i o n e r  Shively, has 
been w o r king on the b e s t  interest finding process. DNR is 
looking at l i t i g a t i o n  h i s t o r y  for w h i c h  issues are b r o ugh t to 
c ourt a n d  wha t c a n  be done in the finding p r o c e s s  to min imize 
litiga tion a n d  a l s o  what altern a t i v e s  are a v a i l a b l e  to today's 
process. A r e a w i d e  findings are being d i s c u s s e d  by the 
Department, but it is o n l y  b e g i n n i n g  to w o r k  on it. A sked how 
"areawide' w o u l d  be defined, b y  Frey, B i e l a w s k i  said that DNR 
does not have an a n s w e r  to that a n d  is i n t e r e s t e d  in listening to 
i d e a r .

Brown asked if D N R  felt that some of their lease w o r k  was not 
w h a t  industry w a n t e d  a n d  Boyd r e p l i e d  that was evide nt w i t h  the 
two n o -show sales held. Industry needs to be m o r e  specific about 
their areas of interest, he said. R e g a r d i n g  a r e a w i d e  findings, 
B o y d  felt that it w o u l d  be b o t h  p o s s i b l e  a n d  b e n e f i c i a l  to 
e v e ryone i n v olved to con duct a r e a w i d e  findings. Perhaps, he 
said, they w o u l d  be g o o d  only for a p e r i o d  of two or three years 
w i t h  r e - e x a m i n a t i o n  at that point.

7. Leasing Issues, Dave Sutter, A R C O

Dave Sutter, Land M a n a g e r  for AR"0, spoke to i dentifying  core 
areas within A l a s k a  w h e r e  it is c l e a r l y  in the bes t interest of 
the State to c o n d u c t  lease sales. T he two c o r e  a re as w h i c h  have 
b e e n  identifi ed a r e  the N o r t h  Slcpe a n d  C o o k  Inlet. The N orth 
S l o p e  is the least c o n t r o v e r s i a l  a n d  m o s t  impor t a n t  and he w o u l d  
use the legislati ve d e f i n i t i o n  for l i c e nsing  of those areas as a 
s t a rting point for e s t a b l i s h i n g  a n  areawi de b e s t  interest 
finding. U sing the o n s hore area b e t w e e n  the C a n n i n g  a n d  Colvi l l e  
Rivers north of the Umiat b a s i n  is the h e a r t  of oil country.

O n c e  the core a r e a  has been e s t a b l i s h e d  a n d  the c o m m o n  best 
interest finding in those areas, the next s t e p  m i g h t  be to adopt 
an  areawide lease sale philosophy. MMS, in the Gulf of Mexico, 
sets u p  a regular a n nual lease sale s c h e d u l e  for a date w h i c h  
in d u s t r y  cam count on from a b ud get s t a n d p o i n t  for expend i t u r e  
a n d  a v a i l a b i l i t y  of p r o s p ects for w o r k  scheduling. He w oul d 
p r o p o s e  u p d at ing the b e s t  interest finding at least every 5 
years, p e rhaps  it w o u l d  n e e d  to b e  m o v e d  up, for legal reasons, 
to annually. But, r a ther than s t a rting a n e w  finding for each
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lease sale, an u p d a t e  w o u l d  be done.

Th e s e  areas w o u l d  be o f f e r e d  a t  a set time, he would suggest 
summer for m o r e  interest b e c a u s e’’ of b u d get timing, and those 
areas of c o n t r o v e r s y  b e c a u s e  of e n v i r o n m e n t a l  reasons or surface 
or su bsurface o w n e r s h i p  w o u l d  be deleted. Establish the larger 
area first a n d  then d e l e t e  those in conflict.

Larger lease areas n e e d  to occur, h e  said, as it is very 
d i f f i c u l t  to put a p r o s p e c t  t o g e t h e r  if the acreage involved is 
c o n t a i n e d  in two s e p a r a t e  le ase sales; sale areas need to be 
larger.

A  cons istent lease 3ale s c h e d u l e  is of utmost  importance Sutter 
said, and also s u g g e s t e d  s h o r t e n i n g  the p r i m a r y  lease terms to 
three to five y ears s t a t i n g  that if a m e m b e r  of industry cannot 
get to it in 3 years  on the N o r t h  Slope then it needs to be in 
the hands of s o meone else  w h o  can. I n d ustr y s hould be required 
to be more s p e c i f i c  in i d e n t i f y i n g  their level of interest in 
n o n - c o r e  areas. If there is o n l y  one i nterest ex pre s s e d  at a 
sale, o r  none, then DNR s h o u l d  look at licensing the area.

W i t h  respect to licensing, D N R  s h o u l d  b e  gi ven more a u t h o r i t y  to 
issue licenses w i t h  d i f f e r e n t  r o y a l t y  schemes. Op erating 
stipul a t i o n s  s h o u l d  p r o b a b l y  b e  taken out of leases a n d  put into 
regulations 3 0  that they a p p l y  to a w h r l e  field rather than 
individual leases.

In conclusion, S utter s a i d  that DNR does a g rea t job of enforcing 
the regulations in Alaska, p r o b a b l y  b e t t e r  than any other place 
in the U n i t e d  States, b u t  th±y ne e d  a little m o r e  fle xibility in 
d o i n g  so.

Ken T h o m p s o n  a s k e d  what the i n d e p e n d e n t  rea ction to a reawide 
findings w e r e  in the G u l f  a n d  S u t t e r  r e plied that there was a 
huge influx of i n dependen ts w h e n  this was done.

PUBLIC CO M M E N T S

J a c k  R o d e r i c k  s t a t e d  that in 1978 he d r a f t e d  the law w h i c h  b e came 
the leasing program. T h e  ideas he has h e a r d  this a f t e rnoon are 
good, he said, as independe nts w i l l  come if they can d e p e n d  o n  
regular  lease sales. T h e  a r e a w i d e  finding is an exce llent idea 
a n d  he w o u l d  like to see the State  r e t u r n  to an s y s t e m  w h i c h  is 
not c o m p l e t e l y  bonus bidding.

Dave Lappi of Lapp R e s o u r c e s  s a i d  that he felt independent 
p a r t i c i p a t i o n  w o u l d  increase  if the s y s t e m  w e r e  not c o m p l e t e l y  
bonus bid. He also felt that c h a n g i n g  the m i n i m u m  b i d  on short 
term leases to $1 per y e a r  p e r  acre w o u l d  b e  of great assistance.

C h arl es M c G e e  p o s t e d  a 1980 A l a s k a  m a p  a n d  spoke on v a r i o u s  
aspects of State government.




