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January 26, 1996

The Honorable Drue Pearce

Senate President T
Alaska State Legislature p I
State Capitol

Juneau, AK 99801-1182

Dear President Pearce:

Under the authority of art. IH, sec. 18, of the Alaska Constitution, I am transmitting a bill that
streamlines the process for annual oil and gas lease sales on the North Slope. This bill changes the
method of making best interest findings for leasing onshore areas of the North Slope. These changes
are part of the Administration’s continuing effort to make the state’s oil and gas leasing program
competitive in the international market, while ensuring that development occurs in an
environmentally responsible manner.

Area-wide oil and gas lease sale’ are permitted under current law with no statutory acreage limitation
for the sales. This gives the commissioner of the Department of Natural Resources broad discretion
in determining what acreage to place in the state’s five-year oil and gas leasing program. But best
interest findings are now done for each individual lease sale. Under this proposal, the department
will not have to issue a new best interest finding before each North Slope sale; a single best interest
finding would be made for all area tracts offered over the 5-year sale period. This increases the
certainty tliat oil and gas leases will be offered each year.

This new process will not prevent the Department of Naturai Resources from amending a best
interest finding. The department will analyze any new infonnation and revise a finding as necessary.
Another aspect of this bill would allow the state to put land in the annual lease sale as the state
receives title from the federal government by requiring only that the acreage has been subject to a
best interest finding in the previous five years, instead of having actually been offered for sale.

This proposal for area-wide leasing ensures sound environmental development of the North Slope
under a streamlined process -- providing industry the certainty of annual lease sales and regulatory
efficiency, and providing the state the benefits ofjobs and enhanced development opportunities. |
urge your prompt consideration and passage of this bill.

Sincerely,

Tony'Rnowles
Governor
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Areawide (ease sales are permitted under current law. There isno statutory acreage limitation for oil and gas lease
sales and the commissioner has broad discretion indetermining what acreage to place inthe states

five-year ail and gas leasing program. However, under the proposed AS 38.05.035(e)(6)(1), the Department of
Natural Resources will not have to issue a new best interest finding before each yearly North Slope sale. Therefore
there isno fiscal impact
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