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Sponsor Statement

S C R  20
“ R e la tin g  to  su p p o rt o f  th e  S ta te  o f  A la s k a ’s O il an d  G as L ea s in g  P ro g ra m .”

Sponsor: Senator Drue Pearce
Co-Chair Senate Finance Committee

In  1996  th e  L eg is la tu re  c rea ted  th e  S ta te ’s cu rren t A reaw id e  L ea s in g  P ro g ra m  w ith  
u n a n im o u s  su p p o rt b y  all 60  leg is la to rs  an d  th e  G o v ern o r. T h e  cu rre n t p ro g ra m  h as  been  
im p le m e n te d  su cc essfu lly  b y  th e  D ep artm en t o f  N a tu ra l R eso u rc es  an d  h a s  p ro v id e d  a 
c o s t  a n d  la b o r sav in g s  a p p ro a c h  to  o ffe rin g  lease  sa les  in  a reas  o f  A la sk a  a lre ad y  
su b je c te d  to  ex ten s iv e  leasin g .

T h e  o il an d  g as in d u stry  o p e ra te s  in  a  v e ry  c o n ten tio u s  en v iro n m e n t in  A la sk a . T h e  
a d m in is tra tio n  o f  p ro g ram s a u th o riz ed  by  th e  L eg is la tu re  is c o n tin u a lly  u n d e r  a tta c k  by  
sp e c ia l in te re st g ro u p s. B y  p a ss in g  th is  re so lu tio n , th e  2 0 th  A la sk a  S ta te  L e g is la tu re  
le n d s  its  u n w a v erin g  su p p o rt fo r th is  p ra c tica l ap p ro ach  to  leas in g  o u r  S ta te ’s o il an d  g as 
lan d s. T h is  re so lu tio n  fu r th e r em p h as iz e s  the  b en e fits  o f  th is  p ro g ram  fo r all A la sk a n s .



A r e a w i d e  L e a s in g

In 1996 the Alaska State Legislature unanimously passed, and Governor Knowles 
signed, HB 388, finding that annual areawide lease sales are in the best interest of 
the state.

Areawide lease sales are a cost and labor saving approach to offering lease sales in 
areas that have already had extensive leasing.

The primaiy difference between areawide lease sales and past state lease sales is 
that the legislation extends the life of the Best Interest Finding from 5 to 10 years.

All public processes that have governed past state oil and gas lease are unchanged, 
i.e., the requirements for notice to the public, the requirement for a Best Interest 
Finding, the opportunities for public comment, and the requirement that the sale be 
consistent with the Alaska Coastal Zone Management Program.

The legislation encourages annual sale of unleased lands within the sale area 
approved in the Best Interest Finding.

The legislation requires that before the state can offer the unleased land for sale 
each year, the Department of Natural Resources must notify the public of its intent 
to do so and must issue a request for substantial new information.

The legislation requires that if the DNR Commissioner determines there is 
substantial new information, a supplement to the Best Interest Finding must be 
issued 90 days before a sale.

The legislation requires that the public be given opportunity to comment on the 
supplement.

In the Department of Natural Resource’s Five Year Oil & Gas Program submitted to 
the Legislature in January of 1997, the state is proposing three areawide lease sales, 
one in Cook Inlet (April, 1999), one in the Beaufort Sea (October, 1999) and one on 
the North Slope (February, 1999).



A R E A W I D E  L E A S I N G

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 lease 
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.

A d m in istra tive  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 as 
the configuration of the area does 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 lands 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 will be the 
bidder’s responsibility tc obtain that information from DNR’s public records. It is possible that a 
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 each tract’s leasable 
acreage will be made available to the public for inspection prior 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 arc issued.

Best Interest F in d ing  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 having 
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, determine if it 
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 findir* is a lengthy process 
which begins years before a sale is conducted. This process involves the participation of a number of 
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 are important reasons for starting the leasing process far in 
advance of an actual lease sale. An early start provides the lime 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 of DNR'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.

DNR believes that public involvement in the leasing process is especially important. Therefore, the 
department provides several opportunities prior to a scheduled lease sale for the public to comment.
A call for comments 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 
director’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 comment on the preliminary finding, including the proposed mitigation measures. 
For each of these comment opportunities and findings display ads or legal notices are placed in 
statewide and local newspapers. Comments received help develop the final finding and the decision of 
the director as to whether or not the sale is in stale's best interests.

During the public process. DNR staff may attend public meetings or teleconferences in affected 
communities 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*day 
comment period following the issuance of the preliminary finding, DNR staff conduct a public 
hearing in one or more of the affected communities.

Concurrent to writing the best interest finding, DNR analyzes a proposed lease sale for consistency 
with the Alaska Coastal Management Program (ACMP) and the local coastal management plans, the 
consistency analysis is issued along with the preliminary finding and the final consistency 
determination is issued concurrent with the final finding

When 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, DNR determines whether or not it is necessary to revise the finding. Either a 
revised finding, or a decision of 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 carried forward to all future sales unless, as a 
result of new information, DNR deems it necessary to change some of 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 ACMP standards.
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S en a to r D rue P earce  
A lask a  S ta te  L egislature 
S ta te  C ap ito l (M S 3100)
Juneau , A K  99801-1182

D ear S en a to r Pearce:

O ne o f  th e  m ost im portant issues facing A lask a 's  oil &  gas industry , and  thus the 
econom y, is the s ta te ’s n ew  A reaw ide L easing  P rogram . It w o u ld  appear that the 
L eg islatu re agrees, having  passed  the law  creating  the  program . In fact, the vote 
says it all. In 1996, every  sing le one o f  A lask a ’s elected  o ffic ia ls  . . .  dem ocrat, 
independen t and repub lican  . . .  passed  H B 388. A s a  trade o rgan ization  consisting  
o f  o v e r  300  businesses that supp ly  p roducts  and serv ices to  oil an d  gas com panies 
and  ac tiv ities, T he A lliance w as ex trem ely  p leased  to see the  law  pass in such a 
un ified  m anner.

U nfortunate ly , there are those  that are choosing  to ignore o u r state  lead e r’ 
unan im ous passage o f  areaw ide leasing. T he opposition  c laim s tha t th ey  d id  no t 
h av e  su ffic ien t tim e to express their op in ions on  the leg islation . G iven  the two- 
year tim e period  during w hich  the bill w as considered  and m od ified , T he A lliance 
b elieves there  w as in  fact am ple tim e to  p rov ide com m ent at num erous stages. For 
th is reason , T he A lliance  asks that the leg islature re ite ra te  support fo r areaw ide 
leasing  through a  reso lu tion . T his re ite ra tion  w ill assist T he A lliance in  effo rts to  
accurate ly  po rtray  the p rogram  and the  benefits  to  be reaped  b y  all A laskans.

S m art g lobal eco n o m ics ... e ffic iency  in  g o v ern m en t... b u sin ess  and jo b  
o pportun ities  . . .  additional roya lty  revenue fo r o u r P erm anen t F und. A reaw ide 
leasing  sim p ly  m akes good sense for A laska.
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