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Alaska State Legislature

Sponsor Statement

SCR 20
“ Relating to support o f  the State o f  Alaska’ s O il and Gas Leasing Program.”

Sponsor: Senator Drue Pearce

Co-Chair Senate Finance Committee

In 1996 the Legislature created the State's current Areawide Leasing Program with 
unanimous support by all 60 legislators and the Governor. The current program has been 
implemented successfully by the Department o f Natural Resources and has provided a 
cost and labor savings approach to offering lease sales in areas o f  Alaska already 
subjected to extensive leasing.

The oil and gas industry operates in a very contentious environment in Alaska. The 
administration o f  programs authorized by the Legislature is continually under attack by 
special interest groups. By passing this resolution, the 20th Alaska State Legislature 
lends its unwavering support for this practical approach to leasing our State’ s o il and gas 
lands. This resolution further emphasizes the benefits o f  this program for all Alaskans.
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J  [ ] same title 
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[ ] new: SCR"___
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N E W  F I S C A L  NOTE(S): 
Department Date Zero Fiscal

P R E V I O U S  F I S C A L  NOTIE(S):*
Department Date Zero Fiscal

[ ] APPROPRIATION -  no fiscal note *include fiscal notes accompanying Governor’s bill



F I S C A L  N O T E

STATE OF ALASKA
1998 LEGISLATIVE SESSION

BILL NO. SCR 20

Revision Date 
Title State Areawide Leasing Program

January 13,1998 Dept Affected_ 
BRU
Component

Sponsor
Requester

Pearce
Component Serial No.

Expe.iditures/Revenues
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES"

CHANGE IN REVENUES f

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menta! Health
1091 Designated Program Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY98) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This resolution is anticipated to have no fiscal impact on state agencies.

Prepared by 
Division

Approved by 
Agency

Senate Resources Committee Phone
Date

Date

465-4907
2/2/98

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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Alnfca Support Industry
A LL IA N C E

•1220 '8' Street. Suite 200 
Anchorage. AK 99503 
Phone 907.563.2226 

Fax 907.561.8870

O F F I C E R S
Prnldent Chuck Su lllnn
Pi n et Drilling Company 

VP Fnllcy John Wheatley 
Wilhs Comcn Corpcrat'tm 

VP Atfmlntmrallon lob TVIInt 
Ooyon Universal Services 

VP fleets Idsllhw Fagnani 
WonSaH. Inc 

Seewtery Rill Jtemys 
Peak 0'ihtia Soruco Company 

Treasure! Sally Ann Canymemo, me
D IR E C T O R S

TgmBnrnnin
Brennan CnmnvinieMicns

Rouofi snteh
tmnern Consuiunc Group 

Bill C h irt memo, ins 
Rgbtrl Olckeoe 

Atkinson, Conway S Gagnon 
tHc Ogmyyllno 
BJ Services 

D in  Ovmy 
SeHtmd Freight Sor/icis. Inc 

I M i  Ittry 
Clhlt'KSW InterBases 

rim Mins 
Halliburton Eoiigy Services 

smonty »ofto» 
Peat O-ihfis Service Company 

Mienaei nya" 
Cat Wonhmoion Ford 

Bat S l im e  
COMM Ccruruci'on Company 

Maynsnl Tiy» 
Hjw* CorSlruSt'Cn Ccns'A'nrs, IOC 

Nutty Twth 
J The toe Telephone 

Hemd Thin 
Scjtdiupp f/c'ess. Inc

D IR E C T O R S  E M E R IT I

C>otlc Becker
a yjt c rain Assistance center 

Mil Rinnsti 
Lin O'I'Ct o'WD Beni ill 

Or. MUton lytd 
Center Ccl'ege 
Oamo ttau |M  

tfrien me 
Uxeil Humphrey Qt'CCri’ Cnnpoirng me 

Merlin Klnf 
Jie Malhlj 

nett A Oevemprnenr Corporation 
Val Motyneec 

VCCO CO'OCtOl’pn inf 
Wee h n i

l i e  Foci Company 
Mary Ik ieW  

NOIPntSI fecnecH Services 
Jim VJelheren 

U d t f o  en Onlle ld Srslem Servirer 
Bill WeBI

A r Pubtifimig S Pmtinp Inc

Q g N M A f e  M A N A Q t R  
Bann Canrt

T H E  A U I A N C E
... (or risponilble developmmt of Alastta’s Oil, Bas A Mineral Resources

Febniary 3 ,1997

Senator Drue Pearce 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182

Dear Senator Pearce:

One o f the most important issues facing Alaska's oil & gas industry, and thus the 
economy, is the state’s new Areawide Leasing Program. It would appear that the 
Legislature agrees, having passed the law creating the program. In fact, the vote 
says it all. In 1996, every single one o f Alaska's elected officials ... democrat, 
independent and republican ... passed HB388. As a trade organization consisting 
o f over 300 businesses that supply products and services to oil and gas companies 
and activities, The Alliance was extremely pleased to see the law pass in such a 
unified manner,

Unfortunately, there are those that are choosing to ignore our state leader' 
unanimous passage o f areawide leasing. The opposition claims that they did not 
have sufficient time to express their opinions on the legislation. Given the two- 
year time period during which the bill was considered and modified, The Alliance 
believes there was in fact ample time to provide comment at numerous stages. For 
this reason, The Alliance asks that the legislature reiterate support for areawide 
leasing through a resolution. This reiteration will assist The Alliance in efforts to 
accurately portray the program and the benefits to be reaped by all Alaskans.

Smart global economics... efficiency in government... business and job 
opportunities ... additional royalty revenue for our Permanent Fund. Areawide 
leasing simply makes good sense for Alaska.

Sincere!

Karen Cowart 
General Manager

Atcb: Alliance Resolution ft98-02



A r e a w id e  L e a s in g

In  1 9 9 6  the A la sk a  State Leg is la tu re  unan im ous ly  passed , and G o v e rn o r K n ow le s  
s igned , H B  3 8 8 , find ing  that annual a reaw ide lease sa les are in the best interest o f  
the state.

A reaw ide  lease sa les a re  a cost and la b o r saving  approach  to o ffe r in g  le ase  sa les in 
a reas that have a lre ad y  had extensive leasing .

The p rim a ry  d iffe rence  betw een areaw ide lease sa les and past state le ase  sa les is 
that the leg is la tion  extends the life  o f  the B est In te rest F ind ing  from  5 to  10 years .

A ll pub lic  p rocesses that have governed  past state o il and gas lease a re  unchanged, 
i.e ., d ie requ irem en ts fo r  no tice to the pub lic , the requ irem ent fo r  a B est In terest 
F ind ing , the opportun ities fo r  pub lic  com m ent, and the requ irem ent that the sa le  be 
consisten t w ith the A la sk a  C oasta l Z one M anagem ent P rog ram .

The le g is la tio n  encou rages annual sa le o f  un leased lands w ithin the sa le  area 
ap p roved  in the B est In terest Finding.

The leg is la tion  requ ires that b e fo re  the state can o f fe r  the un leased  land fo r  sa le 
each y e a r, the D epa rtm en t o f  N atu ra l R esou rce s must n o tify  the pub lic  o f  its intent 
to do so  and must issue a request fo r  substantia l new  in fo rm ation .

The leg is la tion  requ ires that i f  the D N R  C om m iss ione r determ ines the re is 
substan tia l new  in fo rm ation , a supplem ent to the Best Interest F ind ing  must be 
issued 9 0  days b e fo re  a sa le .

The leg is la tion  requ ires that the pub lic be g iven opportun ity  to  com m ent on the 
supp lem ent.

In the D epartm en t o f  N a tu ra l R e so u rc e ’ s F ive Y e a r O il &  G as P rog ram  subm itted to 
the L eg is la tu re  in Janua ry  o f  1 997 , the state is p ropos ing  three a reaw ide lease sa les , 
one in C o o k  In le t (A p r i l, 1 9 9 9 ) , one in the B eau fo rt Sea (O c tob e r , 1 9 9 9 ) and one on 
the N o rth  S lo p e  (F eb ru a ry , 1 9 9 9 ).



H o u s e  B i l l  3 8 8  -  A r e a - W i d e  L e a s e  P r o g r a m
For A jainst Fo r Ag*,.

Senator Al Manns _X Rep. David Finkelstein A
Senator Dave Donley _X Rep. Richard Foster _X
Senator Jim Duncan A Rep. Joe Green X.
Senator Johnny Ellis X Rep. Ben Grussendorf X
Senator Steve Frank -X Rep. Mark Hanley _X
Senator Lyda Green A Rep. Ivan Ivan X
Senator Rick Halford A Rep. Jeanette James A
Senator Lyman Hoffman A Rep. Pete Kelly X _
Senator Tim Kelly X Rep. Vic Kohring _x_
Senator Loren Leman X Rep. Pete Kott X
Senator Georgianna Lincoln X Rep. Gene Kubina A
Senator Mike Miller X Rep. Don Long X.
Senator Drue Pearce X Rep. Jerry Madde A
Senator Randy Phillips X Rep. Eileen MacLean _x
Senator Steve Rieger X Rep Terry Martin x_
Senator Judith Salo X __ Rep. Beverly Masek X
Senator Bert Sharp X Rep. Carl Moses X
Senator Robin Taylor X Rep. Eldon Mulder X
Senator John Torgenson X Rep. Mike Navarre X
Senator Fred Zharoff X Rep. Irene Ncholia X

Rep Scott Ogan X
Rep. Sean Parnell -X
Rep. Gail Phillips X

Rep Alan Austerman X Rep. Brian °orter X
Rep. Ramona Bames X Rep. Caren Robinson A
Rep. Tom Brice X Rep. Norman Rokeberg A
Rep. Kay Brown X Rep. Jeny Sanders A
Rep Con Bunde X Rep. Gene Therriault A
Rep. John Davies X Rep. Cynthia Toohey A
Rep. Bettye Davis X Rep. Ai Vezey A
Rep Gary Davis X Rep. Bill Wiliams A
Rep. Kim Elton X __ Rep Ed Willis A

For Against
Governor Tony Knowles □



AREAWIDE LEASING

To better achieve stability and predictability in the leasing program, and in response to industry's 
request for more frequent lease sales, the state is implementing areawide leasing on the North Slope, 
in the Beaufort Sea and in the Cook Inlet region. The first areawide lease sale is scheduled for June 
1998 on the North Slope. Then, beginning in 1999, the state intends to conduct annual areawide lejse 
sales in all three regions. Areawide leasing will provide an established time each year that the state will 
offer for lease all available acreage within a geographical region. By conducting annual areawide 
sales, companies will be able to fiscally plan and develop their exploration strategies years in advance 
The result will be more efficient exploration and earlier development.

Administrative Process

Areawide leasing necessitates changes to DNR's administrative process prior to and following a sale 
Previously, industry was asked to nominate areas to include in a lease sale, and DNR sought public 
comment on the sale areas being proposed for addition to the program Areawide leasing will include 
all available acreage within each geographic region, so there will no longer be the need for industry 
nominations. Nor will there be the need for public comment on a sale area being proposed as long js 
the configuration of the area docs not change in successive years. Should the boundaries of a 
prescribed geographical area be altered. DNR will seek public comments on the new configuration

Each geographic region will be divided into tracts that will remain fixed for future sales. The extent 
of the state’s ownership interest in these .̂nds will not be determined prior to the sale Instead, 
following the sale DNR will verify title only for acreage that is leased. Therefore, should a potential 
bidder require title or land status information for a particular tract prior to the sale, it wili be the 
bidder's responsibility to obtain that information from DNR's public records. It is possible that j 
tract included in the sale may contain land that the state cannot legally lease (existing lease, federal, 
native or private land. etc.). Once title has been verified, the legal descriptions for C3ch tract's leasable 
acreage will be made available to the public for inspection pnor to issuing the leases. Depending on 
the number of tracts leased and the complexity of the land holdings involved, it could be weeks to 
months following the sale before the leases are issued.

Best Interest Finding Process

In 1996, to facilitate areawide leasing, the Alaska State Legislature passed legislation establishing that 
a best interest finding developed for a lease sale would be in effect for ten years Previously, a finding 
had a life of five years. As a result of this legislation, once a finding has been written for an areawide 
sale. DNR can then conduct a lease sale in that same area each year for up to ten years without havine 
to repeat the entire finding process. Areawide leasing will still provide an opportunity for public 
comment. Prior to each sale, DNR must solicit any new information that is available, dcicrminc it ii 
necessitates such a revision, and then issue either a revised finding or a finding of new no 
information.

The public notification process for individual sales will be different depending on whether or not an 
original finding is required.

When an Original Best Interest Finding is Required
The planning and execution of an oil and gas lease sale that requires a finding is a lengthy process 
which begins years before a sale is conducted. Tins process involves the participation of a number nt 
state agencies, with DNR serving as the lead agency It also involves federal agencies, industry , 
environmental organizations, local communities and the public.

Aside from statutory requirements, there arc important reasons for starting the leasing process far in 
advance of an actual lease sale. An early start provides the time to conduct analyses of the region 
prior to each sale. An analysis of the socioeconomic and environmental effects of activity resulting 
from the sale allows DNR to develop mitigation measures designed to protect the environment, 
wildlife resources, and subsistence uses. Much of the environmental and socioeconomic information
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for each sale is obtained as a result o f  D N R 's  requests for comments from federal, state, and local 
agencies, industry and environmental groups, as well as the public, The balance of  this information is 
obtained by staff research.

D NR believes that public involvement in the leasing process is especially important. Therefore, the 
departm ent provides several opportunities prior to a scheduled lease sale for the public to comment 
A call for com m ents  for general information on the area is issued approximately three years before 
the sale. About two years prior to the sale DNR requests specific socioeconomic and environmental 
information. All public and agency comments received by DNR are then used to develop the 
d irec to r’s preliminary best interest finding. The preliminary finding describes the proposed sale and 
its potential impacts, and is normally published approximately nine months before the sale. DNR 
encourages public com m ent on the preliminary finding, including the proposed mitigation measures 
For each o f  these com m ent opportunities and findings display ads or  legal notices arc placed in 
statewide and local newspapers. C om m ents  received help develop the final finding and the decision of 
the director as to whether or not the sale is in state’s best interests.

During the public process. DNR staff may attend public meetings or teleconferences in affected 
com m unities  and meet with local governments and organizations in order to gather information on 
the proposed lease sale area, and to provide information on the leasing process. During the 60-dav 
com m ent period following the issuance o f  the preliminary finding, DNR staff conduct a public 
hearing in one or  more o f  the affected communities.

Concurrent to writing the best interest finding. DNR analyzes a proposed lease sale for consistency 
with the A laska Coastal M anagement Program (ACM P) and the local coastal management plans t h e  
consistency analysis is issued along with the preliminary finding and the final consistency 
determination is issued concurrent with the final finding

W hen an Original Best Interest Finding is Not Required:
Approximately nine months before a sale. DNR issues a call for comments requesting substantial new 
information that has become available since the most recent finding for that region. Based on 
information received. D NR determines whether or not it is necessary to revise the finding Either a 
revised finding, or a decision o f  no new information justifying a revision to the best interest finding, 
is issued 90  days prior to the sale.

Mitigation measures placed on earlier leases will be earned  forward to all future sales unless, as a 
result o f  new  information, DNR deems it necessary to change some o f the measures, or add additional 
ones A new coastal management consistency review will be done whenever new information or 
conditions suggest the proposed lease sale may no longer be consistent with A C M P standards
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