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Th i s  report has been prepared in response to Departmental and L e g i s l a t i v e  

i n t e r e s t  in the methods and p o l i c i e s  o f  c ompe t i t i v e  l e a s i n g  o f  s t a t e  lands 

for o i l  and gas purposes .  A f a i r l y  complete  h i s t o r y  has been compiled 

showing p e r t in en t  in format ion  on pas t  p r a c t i c e s  o f  the S t a t e .  Summaries 

o f  a l l  l e a s e  s a l e s ,  bonuse s ,  r e n t a l s ,  r e c e ip t s  and r e s u l t s  o f  d r i l l i n g  

and r oy a l t y  awards are  d i s c u s s e d .  As a r e s u l t  o f  t h i s  r epor t ,  i t  can 

be concluded that some types  o f  b idd ing  w i l l  t h e o r e t i c a l l y  y i e l d  g rea te r  

income to  the S t a t e  under s p e c i f i c  c i r cumstances  than o ther  types w i l l .  

From s t r i c t l y  a monetary p o in t  o f  v iew ,  t h i s  study r e v e a l s  that  four 

major fa c to r s  w i l l  determine which method of  b idd ing would be most 

a d v i s a b l e  for  the S t a t e  to f o l l ow .  The amount o f  income to be der ived  

by the S t a t e  w i l l  be determined by the l e v e l  o f  r i s k ,  the s i z e  o f  the 

r e s e r v o i r ,  the c o s t  o f  ex p l o r a t i o n  and deve lopment , and the va lue  o f  the 

o i l  a t  the w e l lh ead .

Th i s  report has revea led  some areas  tha t  r equ ire  further  study and tn i s  

w i l l  be done in the coming months. For example, the study r e v e a l s  that  

w ith  current  economic , r o y a l t y ,  and tax c o n d i t i o n s ,  the minimum s i z e  f i e l d  

tha t  an o i l  and gas op era to r  can a f fo rd  to look for  in A laska  must exceed 

55 m i l l i o n  b a r r e l s  in c l o s e  in areas  such as Cook I n l e t  and cou ld  be 

100 m i l l i o n  b a r r e l s  or  more in remote a r e a s .  A lso  s in c e  s p e c i a l  c a se s  

a r i s e  from marginal f i e l d s ,  more d e t a i l  a n a l y s i s  should  be made o f  e f f e c t s  

o f  reducing r o y a l t i e s  to encourage p roduc t ion  in sub -economic  f i e l d s .

S in c e  the purpose o f  t h i s  report  i s  to  show v a r i a t i o n s  tha t  can r e s u l t  

from var ious  types o f  b idd ing  most o f  the emphasis i s  on types o f  o id d in g



o ther  than the cash bonus system. I t  should  not be construed however, 

as condemning cash bonus b idd ing  nor recommending any a l t e r n a t e  type o f  

b idd in g .  The ana ly se s  are presented  merely to show r e l a t i v e  income under

s p e c i f i c  s e t s  o f  assumed c o n d i t i o n s .  A change in  some o f  the input  f a c to r s

can g ive  s u b s t an t i a l  changes in r e s u l t s .

R isk  i s  the most s i g n i f i c a n t  o f  the v a r i a b l e s  which would a f f e c t  income 

to the S t a t e .  In unknown, u n d r i l l e d ,  untested  a r e a s ,  where the informat ion  

l e v e l  i s  low the r i s k  w i l l  be extremely h igh and these an a ly s e s  i n d i c a t e  

tha t  the cash bonus b idd ing  method would y i e l d  g rea te r  income t c  the S t a t e .  

As more informat ion  becomes a v a i l a b l e  and as the r i sk  d e c r e a s e s ,  the 

method which y i e l d s  the g r e a t e s t  monetary return r evo lve s  around some type 

o f  r o y a l t y  b idd ing .  A fter  a d i s c o v e ry  i s  made, any open acreage  on the 

s t ru c tu r e  in es sence  becomes dra inage  a c reage ,  r i s k  w i l l  be low and r o y a l t y  

or  some o ther  type o f  b idd ing may y i e l d  a far g rea te r  income to the S t a te

than the cash bonus type o f  b idd in g .  Somewhere then between the extremes

o f  no informat ion  and maximum informat ion  the method y i e l d i n g  the g r e a t e s t  

income probab ly  w i l l  sw i tch  from cash bonus b idd ing to some o th e r  type 

o f  b idd in g .  A s i g n i f i c a n t  r e s u l t  o f  t h i s  study i n d i c a t e s  that  s t a t e  

income can be in creased  for a l l  l e a s i n g  methods s tud ied  by us ing  a 

percentage  acreage op t i on  which i s  w i t hho ld in g  a por t ion  o f  the s t ruc ture  

for  l a t e r  l e a s i n g .  O ther  types o f  b idd ing  are d i s c u s s ed  to accompl i sh  

o th e r  purposes .

There are i n c r e a s in g  pressures  on government to secure more informat ion  

about s t a t e  lands and to know more about the p o s s i b i l i t i e s  o f  petroleum 

o ccurrence s  before  the lands are l e a s e d .  These ana ly se s  have been made 

on the assumpt ion that  more informat ion  w i l l  be a v a i l a b l e  to the S ta te



and i f  those  c o n d i t i o n s  e x i s t  we fee l  that  the va lues  shown g ive  r e l i a b l e  

i n d i c a t i o n s  o f  b e n e f i t s  to be d er ived  from one method as compared to 

another  method o f  b idd ing .

R isk  i s  dependent on the amount o f  in format ion  a v a i l a b l e  to industry  and 

income to the S t a t e  i s  dependent on the knowledge industry  has in an a rea .  

Th i s  study assumes that  g e o l o g i c a l  and geophys i c a l  in format ion  i s  a v a i l a b l e  

to the S t a t e  a t  a l e v e l  above tha t  which i t  now has .  Ob ta in ing  t h i s  

a d d i t i o n a l  in format ion  w i l l  r equ ire  expend iture  o f  l a r g e r  sums o f  money 

than in the p a s t .  The reader  i s  c au t ioned  not to use the va lues  shown 

as i n d i c a t i v e  o f  a l l  c o n d i t i o n s ,  because as ment ioned above ,  s i g n i f i c a n t l y  

d i f f e r e n t  r e s u l t s  are ob ta ined  as input f a c t o r s  change. The uncer ta in ty  

o f  crude o i l  p r i c e s  in remote areas  c ou ld  „ause input parameters to change 

s i g n i f i c a n t l y  w ith  correspond ing  changes in a n a l y s i s  r e s u l t s .  T h e r e fo r e ,  

the informat ion  presented is to compare one method o f  b idd ing  versus 

another  method o f  b idd ing  for a s p e c i f i c  s e t  o f  c i r cumstance s .

Adm in i s t r a t i v e  c o s t s  and number o f  personnel  can vary g r e a t l y  depending 

on the l e a s i n g  method used .  An ad valorem type o f  l e a s i n g  cou ld  c o s t  

up to $240,000 more per year  to adm in i s t e r  where a net p r o f i t s  system 

might add $500,000 with the same number o f  op era to r s  and l e a s e s  as we now 

have. In A lberta  i t  i s  po in ted  out that  100 peop le  adm in i s te r  50,000 

l e a s e  agreements and 60 peop le  are in v o lv ed  w i t h  a u d i t i n g  in a c o s t  

sh ar ing  l e a s i n g  system.

From an a dm in i s t r a t i v e  c o s t  s t a n d p o in t ,  the presen t  method o f  opera t ion  

r e su l t s  in the lowes t  t o ta l  op e ra t in g  c o s t  a t  about $1.1 m i l l i o n  per y ea r .  

Depending on the l e v e l  o f  data a c q u i s i t i o n  and a n a l y s i s ,  c o s t s  w i l l  in c re a s e



from the present  quarter  m i l l i o n  d o l l a r s  per y e a r .  To ob ta in  adequate 

s e i sm ic  data for  managing an area o f  100 m i le s  by 15 m i le s  w i l l  c o s t  

from $70,000 to over  $1,500,000. The present  budget c on ta in s  $110,000 

for  the purpose in FY 78.
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SECTION I -  GENERAL 

STATUTORY PROVISIONS

L e a s i n g  o f  p u b l i c  l and s  f o r  o i l  and gas i s  c a r r i e d  out  under p r o v i s i o n s  

o f  AS 38. S e c t i o n  38 .05 ,180(a) s t a t e s  as f o l l o w s :

" A l l  t i d e  and submerged l a n d s ,  mental h e a l t h  l a n d s , 

s ch oo l  l a n d s ,  and u n i v e r s i t y  l a nd s  s h a l l  be l e a s e d  

by c om p e t i t i v e  b i d d i n g , and whenever o i l  o r  gas 

i s  d i s c o v e r e d  in  commercia l q u a n t i t i e s  the Commiss ioner  

s h a l l  determine the ex ten t  o f  the  area o f  l ands  in  

a d d i t i o n  t o  the t i d e ,  submerged, mental h e a l t h  l a n d s ,  

s c h o o l ,  or  u n i v e r s i t y  l and s  in the  same genera l  area 

o f  the  d i s c o v e r y  w e l l  w h ic h ,  by reason o f  the  d i s c o v e r y ,  

the Commiss ioner  r e a son ab ly  b e l i e v e s  to  be c ap ab le  o f  

produc ing o i l  o r  g a s ,  and the a d d i t i o n a l  l ands  s h a l l  

be l e a s e d  to  the h i g h e s t  r e s p o n s i b l e  q u a l i f i e d  b i d d e r , 

by c om pe t i t i v e  b id d in g  under genera l  r e g u l a t i o n s ,  in 

u n i t s  not  ex ceed in g  2,560 a c r e s  (ex cep t  t h a t  t i d e  and 

submerged lands  s h a l l  be l e a s e d  in u n i t s  o f  not exceed ing  

5,760 a c r e s ) ,  which s h a l l  be as n e a r l y  compact in form 

as p o s s i b l e ,  upon the payment by the l e s s e e  o f  such bonus 

as may be a c c ep ted  by the Commiss ioner  and o f  such r o y a l t y  

as may be f ix ed  in  the l e a s e  wh ich  s h a l l  not be l e s s  than 

12.5% in amount or  v a lu e  o f  the p roduc t ion  removed o r  s o l d  

from the l e a s e . A l l  l and s  o th e r  than those  above p rov ided  

to be l e a s e d  by c om p e t i t i v e  b id d in g  may be l e a s e d  c o m p e t i t i v e l y  

o r  n o n - c om p e t i t i v e l y  as determined by the Commiss ioner  to be
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i n  the be s t  i n t e r e s t  o f  the  S t a t e .  N o n - c om pe t i t i v e  l e a s e s  

s h a l l  be i s s u ed  i n  u n i t s  no t  exceed ing  2,650 acres  in  any 

one l e a s e .  N on - c om p e t i t i v e  l e a s e s  s h a l l  be c o n d i t i o n e d  

upon the  payment by the l e s s e e  o f  a r o y a l t y  o f  12.5% in  

amount o r  v a lu e  o f  the  p rodu c t i o n  removed or  s o l d  from the 

l e a s e . "  (Our emphas is  a d d e d ) .

S e c t i o n  38 .05.335(c)  s t a t e s ,  " The  Commiss ioner s h a l l  

r equ i r e  each b id d e r  f o r  the c om pe t i t i v e  l e a s i n g  o f  o i l

and gas lands  to submit w i t h  h i s  b id  a d e p o s i t  o f  money

equal to  20% o f  the  amount b i d . "

I t  i s  t h e r e f o r e  apparent th a t  the p re s en t  s t a t u t e  p rov id e s  th a t  when o i l  

and gas l e a s e s  are  to be s o l d  c o m p e t i t i v e l y  they must be s o l d  by cash  bonus 

b id d in g  and a d e p o s i t  o f  money i s  r equ ired  to  accompany the b id .  Because 

38.05 .335(c)  p rov id e s  th a t  a d e p o s i t  o f  money equal to 20% o f  the amount 

b i d ,  i t  i s  not p o s s i b l e  to b id  by o t h e r  methods w i t h ou t  determ in ing  the 

t o t a l  monetary v a lu e  o f  the b id  a t  the time o f  b id d in g .  A c c o r d in g ly ,  i t  i s

n o t  p o s s i b l e  to make b id s  based on any o th e r  b a s i s  than cash bonus. There

i s  no o th e r  p r o v i s i o n  which w i l l  perm it  d i s p o s a l  o r  l e a s i n g  o f  the lands  

f o r  o i l  and gas in any o th e r  f a s h i o n  a t  t h i s  t ime .  In the event  i t  i s  f e l t  

n e c e s s a r y  to change the s t a t u t e  to permit  l eeway  f o r  the Commiss ioner to 

a c c e p t  o th e r  types  o f  b id d i n g .

ADMINISTRATIVE

At t h i s  t ime a l l  o f  the r e s p o n s i b i l i t y  for  the management o f  the l e a s i n g  

program in the S t a t e  has been d e le g a t e d  to the  D i v i s i o n  o f  M in e r a l s  and



t . . _ r g y  Management. T h i s  d i v i s i o n  works under the p r o v i s i o n s  o f  AS 38 and

makes recommendat ions on minera l  l e a s i n g  p o l i c i e s  and p ro c edu re s .  W i th in

the  d i v i s i o n  th ere  i s  a l e a s i n g  s e c t i o n  and a petro leum s e c t i o n .  In the 

l e a s i n g  s e c t i o n  th e re  i s  a M in e r a l s  L e a s i n g  Manager , who s u p e r v i s e s  the 

s e c t i o n  and seven o th e r  emp loyee s .  The budget f o r  t h i s  s e c t i o n  ap p r ox i ­

mates $212, )00 per y e a r .  I t  s h ou ld  be p o in t e d  o u t ,  however,  t h a t  dur ing  

p a s t  t imes  when the  S t a t e  was a c t i v e  in  l e a s i n g  l a n d s ,  t h i s  s e c t i o n  had 

13 emp loyees .  The d e c l i n e  in  l e a s i n g  a c t i v i t y  has n e c e s s i t a t e d  the  t r a n s ­

f e r  o f  f i v e  employees to  o th e r  segments o f  the  D i v i s i o n  o f  L and s ,  l e a v i n g  

cu r ren t  personne l  a t  e i g h t .  With a n t i c i p a t e d  i n c r e a s e s  in l e a s i n g  a c t i v i t y  

in  the f u t u r e ,  i t  w i l l  be n e c e s s a r y  to  r e p l a c e  some o f  the personne l  and 

e n l a r g e  the  s t a f f .  The cu r ren t  s t a f f  i s  '‘ n v o l v ed  in  s e r v i c i n g  and ma in ten ­

ance o f  e x i s t i n g  o i l  and g a s ,  c o a l  and min ing c l a im s  and l e a s e s .

In the pe tro leum  s e c t i o n  there  i s  a Petro leum Manager , who s u p e r v i s e s  the

s e c t i o n  wh ich  i n c lu d e s  e i g h t  o t h e r  permanent p o s i t i o n s .  At p re sen t  we have 

no t  been a b l e  to f i l l  a l l  p r o f e s s i o n a l  p o s i t i o n s  and two temporary employees 

are  a s s i s t i n g  in the petro leum work. T h i s  s e c t i o n  i s  r e s p o n s ib l e  f o r  a n a l y s i s  

and e v a l u a t i o n  o f  o i l  and gas problems and making recommendat ions on fu ture  

p c P i c i e s  regard ing  l e a s e  s a l e s .  The cu r ren t  budget o f  t h i s  s e c t i o n  

approx imates  $316,000 per  y e a r  i n c l u d i n g  approx imate ly  $40,000 f or  a c q u i s i t i o n  

o f  sub su r fa c e  d a ta .  Request f o r  next f i s c a l  y e a r  i n c l u d e s  fund ing o f  

p r e s en t  p o s i t i o n s  and $223,000 f o r  a c q u i s i t i o n  o f  sub su r fa c e  d a ta .

PROCEDURES

U 26-

In the  p a s t  d e c i s i o n  to l e a s e  has been based upon i n t e r e s t  o f  the i n d u s t r y  

and needs o f  the S t a t e .  In a t  l e a s t  one i n s t a n c e ,  Governor  W i l l i am  Egan



i n t e r r u p t e d  a l e a s e  s a l e  t o  announce t o  the  aud i en ce  th a t  the S t a t e  

had r e c e i v e d  enough money from the  b id s  up to  th a t  p o in t  to  run the  S t a t e  ^  

government on through th a t  f i s c a l  y e a r  and t h a t  th e r e  would be no need 

to  have a d d i t i o n a l  l e a s e  s a l e s  u n t i l  sometime next y e a r .  T h i s  i s  i n d i c a t i v e  

o f  the  i n t e r e s t  and need which the  S t a t e  had in  l e a s i n g  i t s  l a nd .  To  

f o l l o w  through on the  l e a s e  s a l e ,  a f t e r  i t  had been dec id ed  th a t  one would  

be h e l d ,  th e  Department o f  Natura l  Resources  s o l i c i t e d  nom inat ions  from 

the i n du s t r y  on p r o s p e c t i v e  area s  t h a t  they  wou ld  l i k e  to  see  put  up in  a 

l e a s e  s a l e .  The  i n t e r e s t  was gaged ,  based on the nom ina t ions  o f  the  v a r i ou s  

compan ie s ,  and the area to  be in c lu d e d  in  a l e a s e  s a l e  was pared down to a 

manageab le  a r e a ,  approximat ing 200,000 to 300,000 a c r e s .

V ar iou s  members o f  the  Department concerned w i th  o i l  and gas masters  were 

ad v i s ed  t h a t  c o n s i d e r a t i o n  was be ing  g iven  to a l e a s e  s a l e  and ap p r o p r i a t e  ^  

r e p r e s e n t a t i v e s  o f  Departments o f  F i s h  and Game and Env ironmenta l  C on s e rv a t i o n  

were c o n t a c t e d .  A f te r  many m ee t ing s ,  b a s i c  l e a s i n g  c r i t e r i a  and s t i p u l a t i o n s  

were agreed upon and approx imate ly  60 days be fore  the  l e a s e  s a l e ,  t h i s  

i n fo rma t i on  was pub l i shed  and made a v a i l a b l e  to the in du s t r y  a long  w i th  the  

area to  be i n e e d e d  in the l e a s e  s a l e .  A l l  l e a s e  s a l e s  have been he ld  f o r

bonus type b id d in g .  P r i o r  to 1969, a s t a t u t o r y  p r o v i s i o n  in c lud ed  an award

f o r  the f i r s t  d i s c o v e r y  on a s t r u c t u r e  o f  1H p e r c en t  o f  a l l  r o y a l t i e s  pa id

fo r  the f i r s t  ten y ea r s  o f  p r odu c t i o n .

Actua l  h o ld in g  o f  the l e a s e  s a l e  has been the r e s p o n s i b i l i t y  o f  the 

D i v i s i o n  o f  Lands and upon r e c e i p t  o f  the b i d s ,  the Commiss ioner o f  N a tura l  

Resources  w i th  the a i d  o f  h i s  s t a f f ,  has determined i f  the b ids  were 

r e sp on s i v e  to the adver t i sement  and i f  an adequate  p r i c e  was r e c e i v e d  for 

the b id s  c o n s i d e r i n g  the in format ion  a v a i l a b l e  a t  t h a t  t ime. The
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Commiss ioner  has had a v a i l a b l e  a l l  g e o l o g i c a l  and e n g in e e r in g  in fo rmat ion  

on w e l l s  d r i l l e d  in  the S t a t e  up to  t h a t  t im e ,  however he has had very 

l i t t l e  g e ophy s i c a l  i n f o rm a t i o n .  In most  o f  the l e a s e  s a l e s ,  some b ids  

have been r e j e c t e d  as be ing  too  low o r  n o n - r e s p o n s i v e .  Upon accep tance  

by the Commiss ioner money has been p a id  by the  s u c c e s s f u l  b idders  i n t o  

the General  Fund and the l e a s e s  execu ted  by the S t a t e .

Upon i s s u a n c e  o f  the l e a s e ,  the m in e ra l s  l e a s i n g  s e c t i o n ,  has e s t a b l i s h e d  

records  and procedures  to  ensure t h a t  r e n t a l s  are  r e c e i v ed  in  a t ime ly  

f a s h i o n  ar.d th a t  development o c cu r s  a c c o r d i n g  to  the terms o f  the l e a s e .  

C l o s e  l i a i s o n  i s  requ ired  w ith  the A ttorney  G e n e r a l ' s  o f f i c e  in i n t e r ­

p r e t in g  the terms o f  the l e a s e  and in pur su ing  a d m in i s t r a t i v e  a c t i o n s  to  

c ance l  l e a s e s  in the even t  th a t  r e n t a l s  are not t im e ly  p a id .

With the format ion  o f  the D i v i s i o n  o f  M in e r a l s  and Energy Management we 

a n t i c i p a t e  c l o s e r  s c r u t i n y  o f  the performance o f  the op e ra t o r s  and 

performance o f  the p r o p e r t i e s  th em se lv e s ,  i f  p roduc t ion  i s  o b t a in ed .

By do ing  t h i s ,  wt hope to ensure th a t  t im e l y  development i s  c a r r i e d  out and 

o p e r a t i o n s  w i l l  p rov id e  the g r e a t e s t  r e cove ry  for  the b e n e f i t  o f  the S t a t e .





O IL  AND GAS LEASING HISTORY -  ALASKA STATE LANDS

SECTION II

I n t r o d u c t i o n  e nd Background 

Purpose

The pr i irary purpose o f  t h i s  r ep o r t  i s  t o  t r a c e  the h i s t o r y  o f  o i l  and 

gas l e a s i n g  in  A laska  w i t h  primary emphas is  on s t a t e  l ands  and the 

l e g a l ,  r e g u l a t o r y  and p r a c t i c a l  framework under wh ich  i t  has d eve l op ed .  

S p e c i a l  emphas is  w i l l  be g i v en  to  the  background under which t h i s  system 

has been o p e ra t e d ,  so  t h a t  i t s  e f f e c t  can be b e t t e r  under s tood .

Background

The h i s t o r y  o f  o i l  i n  A laska  goe., back t o  a t  l e a s t  1867 when the f i r s t  

o i l  c l a im s  were s taked  a t  K a t a l l a  and Yaka taga .  The f i r s t  w i l d c a t  we l l  

was d r i l l e d  in  1898 near I n i s k i a n  on the  A laska  P e n i n s u l a ,  c l o s e l y  

f o l l ow e d  by the  f i r s t  t e s t  in the K a t a l l a  a r e a ,  a t  C o n t r o l l e r  Bay in  

1901. However, i t  was no t  u n t i l  the  second C o n t r o l l e r  Bay w e l l  was 

d r i l l e d  in  1902, t h a t  the  f i r s t  s u c c e s s f u l  o i l  producer  in A laska  was 

found ,  a one f o o t  sand a t  250 f e e t .  During the  next 50 y e a r s ,  a c t i v i t y  

was s p o r a d i c  w i th  very  l i t t l e  s u c c e s s .  O i l  w e l l s  were d r i l l e d  in the 

K a t a l l a - Y a k a t a g a  area on the A la ska  P en in su l a  ana the Upper Cook I n l e t  

B a s i n ,  and the  North S l o p e .  The North S l o p e  d r i l l i n g  was to exp lo r e  the 

Petro leum Reserve which was s e t  a s i d e  by Congress  in 1923. On ly  minor 

f i n d s  o f  o i l  and gas  were d i s c o v e r e d  in t h i s  e f f o r t . 1

m

In the e a r l y  1950's , i n du s t r y  i n t e r e s t  i n  A laska  was r ev iv ed  and w i th

the d i s c o v e r y  o f  the Swanson R iv e r  F i e l d  by R i c h f i e l d  O i l  Company in

1957, the o i l  i n du s t r y  in  A laska  was e s t a b l i s h e d .  In 1956, the y ea r

o e fo r e  the d i s c o v e r y  a t  Swanson R i v e r ,  th ere  was a l i t t l e  over  2.8

1. Edmondson, Cameron A . ,  A H i s t o r y  o f  A laskan O i l ,  A laska Petro leum 
and I n d u s t r i a l  D i r e c t o r y  1970-71, Pqs. 11-13



m i l l i o n  a c r e s  under o i l  and gas l e a s e  in A la s k a .  Ac the  time o f  S t a t e ­

hood a t  the end o f  1958, the  t o t a l  had grown to  19.5 m i l l i o n  a c r e s ,  and 

in  1960 a lmost  35 m i l l i o n  a c r e s  were under l e a s e .

The Swanson R iv e r  d i s c o v e r y  was j u s t  one o f  the  many dramat ic  even ts  

th a t  g r e a t l y  a f f e c t e d  the fu tu r e  o f  the  o i l  and gas in d u s t r y  in A laska .

With S t a t e h o od ,  the S t a t e  o f  A laska  a cqu i r ed  l a r g e  b l o c k s  o f  land  w i th  

o i l  p o t e n t i a l  and immediate ly  began l e a s i n g  them. T h i s  l ed  to  major 

important d i s c o v e r i e s  in Upper Cook I n l e t ,  and th ere  was no l onger  any 

qu e s t i o n  th a t  A laska  had a v i a b l e  o i l  i n d u s t r y .  The S t a t e  a l s o  a cqu ired  

a l a r g e  b lo ck  o f  l and  on the  A r c t i c  S l o p e  in  the  mid 6 0 ' s which i t  

immediate ly  l e a s e d .  A f te r  s e ve ra l  y e a r s  o f  d r i l l i n g  w ith  very d i s c o u r a g i n g  

r e s u l t s ,  the Prudhoe Bay d i s c - v e r y  was made in 1968, an event  which 

a t t r a c t e d  a t t e n t i o n  to  A laska  as no o th e r  s i n g l e  even t  s i n c e  S ta tehood  

had done . C l o s e l y  p a r a l l e l i n g  in  t ime the S t a t e ' s  North S lope  a c t i v i t y ,  

was the A laska  N a t i v e  Land C la ims i s s u e  and the land w i thd rawa l s  th a t  

the S e c r e t a r y  o f  the I n t e r i o r  imposed as a r e s u l t .  These  w i thd rawa l s  

u l t im a t e l y  and com p le te l y  shut down federa l  o i l  and gas l e a s i n g  in 

A la ska .  There  has been no s i g n i f i c a n t  f edera l  up lands  l e a s i n g  s i n c e  

1966.

Federa l  L e a s i n g  System I t  i s  apparen t  t h a t  the o r i g i n  o f  the S t a t e  o f  

A l a s k a ' s  l e a s i n g  system i s  c l o s e l y  t i e d  to  f edera l  minera l  l e a s i n g  laws 

in e f f e c t  a t  the time A laska  became a s t a t e .  There was a d e l i b e r a t e  

at tempt to conform A l a s k a ' s  laws to f ed e r a l  l aws  as much as p o s s i b l e .

T h i s  i s  apparent  in the f o l l o w i n g  quote  from a memo from W i l l i am  E.

Dyer , o f  the D i v i s i o n  o f  Lands ,  to Ph i l  Ho ld sworth ,  Commiss ioner , Department

o f  Natura l  Resources  on May, 5, 1959, r ega rd ing  e a r l y  d r a f t s  o f  the o i l



" I n  as  much as  the  S t a t e ' s  s t a t u t e  i s  s im i l a r  to  the  Federa l  p ro c edure s ,  

we wonder whether  or not i t  i s  to o  r i s k y  to  in t r o du c e  a program 

which  i s  d i f f e r e n t  from the  F e d e r a l .  F i r s t ,  s t a t e  lands  and federa l  

l and s  w i l l  l i e  s i d e  by s i d e .  Two d i f f e r e n t  systems might r e s u l t  in  

c o n fu s i o n  t o  th*» p u b l i c .  S e cond ,  the personne l  wh ich  the S t a t e  

w i l l  undoub ted ly  h i r e  to  a dm in i s t e r  the  reg l a t i o n s  w i l l  be from 

BLM. Such persons  are a l r e a d y  f a m i l i a r  w i th  the Federa l  system.

They would no t  have to  be r e t r a in e d  in  new methods . T h i r d ,  the 

Federa l  r e g u l a t i o n s  are  long  and l a b o r i o u s .  They are  long and 

l a b o r i o u s  b e c au s e ,  f o r  one t h i n g ,  they have over  a per iod  o f  y ea r s  

been deve lop ed  to  b lo ck  as many l o o p h o l e s  as p o s s i b l e .  The S t a te  

might w ish  t o  take  advantage  o f  the Federa l  exper ien ce  in th a t  

regard by u s in g  much o f  the ph r a se o l o g y  c on ta in ed  in the Federa l  

r e g u l a t i o n s .  F ourth ,  th ere  are  c o n s i d e r a b l e  number o f  j u d i c i a l  and 

a d m in i s t r a t i v e  d e c i s i o n s  c on ce rn in g  the  Federa l  r e g u l a t i o n s .  These  

d e c i s i o n s  would  be h e lp fu l  f o r  those  charged w ith  the a dm in i s t r a t i o n  

o f  the  S t a t e  r e g u l a t i o n s  prov ided  th a t  the S t a t e  r e g u l a t i o n s  f o l l ow  

the F e d e r a l . "

Mr. Dyer f u r th e r  no ted ,  th a t  S ena te  B i l l  #77, which i s  the b a s i c  o r i g i n  

o f  the 1959 Land Act ,  "m ight be s t  be termed a l i t t l e  b ro ther  to  the 

Federa l  sy s tem " .  In a paper prepared by Mr. Ho ld sworth ,  then the 

Commiss ioner o f  the Department o f  Natura l  R e sour c e s ,  and presented  at 

the  F i f t h  Annual M in in g ,  M i n e r a l s ,  and Petro leum Con fe ren ce ,  in C o l l e g e ,  

A la ska  in 19C0, i t  i s  e q u a l l y  apparent  th a t  the b a s i c  S t a t e  system is  

s im i l a r  to  the Federa l  system. The concern for making t h i s  system com-

and gas regulations:
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p a t i b l e  w i th  the Federa l  system can be e a s i l y  understood when one r e a l i z e s  

t h a t  many o f  the area s  the  S t a t e  would e v e n t u a l l y  s e l e c t  under the 

S ta tehood  Act  would be under f edera l  o i l  and gas l e a s e s  and the l e a s e s ,  

(under  the terms o f  the S ta tehood  A c t ) ,  would be t r a n s f e r r e d  to  the 

S t a t e  f o r  a d m in i s t r a t i o n .  Even tod ay ,  s t a t e  n on c om pe t i t i v e  l e a s e  areas  

are  o f t en  i n t e r s p e r s e d  w ith  f e d e r a l l y  i s s u ed  l e a s e s  which must be 

a dm in i s t e r ed  under t h e i r  terms under Federa l  law.

The compar ison o f  f edera l  and s t a t e  o i l  and gas l e a s i n g  p r o v i s i o n s  

c on ta in ed  in  the p r e v i o u s l y  c i t e d  paper by Commiss ioner Ho ld sworth ,

T a b l e  1, g i v e s  some o f  the b a s i c  p r o v i s i o n s  o f  the Federa l  l e a s i n g  

system in e f f e c t  i n  1960. For p r a c t i c a l  Durposes ,  i t  i s  g e n e r a l l y  

acknowledged tha t  the Federa l  system, as i t  was a o p l i e d  in A la sk a ,  was 

e s s e n t i a l l y  a noncompet i t iv e  l e a s i n g  system. Only  two c om pe t i t i v e  s a l e s  

have been h e l d ,  both in the A r c t i c  area w ith  a t o t a l  revenue o f  l e s s  

than $430,000 d o l l a r s .  L i e  reason for the l a ck  o f  c om p e t i t i v e  a c t i v i t y  

i s  th a t  the M inera l  L e a s ing  Act on ly  p rov id e s  for  c om p e t i t i v e  l e a s i n g  

when the l and s  are  in a known g e o l o g i c  s t r u c t u r e .  S i n c e  e s s e n t i a l l y  a l l  

the lands  in  the S t a t e  were open for l e a s i n g  a t  the time o f  the r e v i v a l  

o f  i n t e r e s t  in A laska  in the e a r l y  501s , and because term inated  l e a s e s  

were immediate ly  r e l e a s e d  n on c om pe t i t i v e l y  on the s t r u c t u r e s  that have 

been proven were under l e a s e  a t  the time the known g e o l o g i c  s t r u c tu r e  

was e s t a b l i s h e d .

Thus ,  a t  the time o f  s t a t eh ood ,  most A laska  lands  were a v a i l a b l e  f o r  

federa l  non compe t i t iv e  o i l  and gas l e a s i n g ,  on a f i r s t  come, f i r s t  

served b a s i s ,  for  a $10 f i l i n g  f ee  and the f i l i n g  o f  the f i r s t  y e a r ' s  

r e n t a l .
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Renta l was $.50 an a c re  f o r  each l e a s e  y e a r .  A l e a s e  was i s s u ed  f o r  a 

f i v e  y e a r  primary term w i t h  the r i g h t  t o  one f i v e  y e a r  e x t e n s i o n .

R oya l ty  on p roduc t ion  was s e t  a t  12.5% by law. The b a s i c  l e a s e  s t a t i s t i c s  

on f ed e r a l  l e a s i n g  are  in c lud ed  in T a b l e  3, and the s t a t i s t i c s  on 

revenue are  shown in  T a b l e  ‘ .

I t  i s  e a s y  to understand how l e a s i n g  f l o u r i s h e d  in the  1r t e  5 0 ' s and 

e a r l y  6 0 ' s on f e d e r a l  l and s  in A laska  as a r e s u l t  o f  the s u c c e s s  o f  

Swanson R iv er  and the  a t t e n t i o n  be ing g i v en  A laska  by the major U . S .  o i l  

compan ies .  The peak in l e a s i n g  o f  16, 547 l e a s e s ,  t o t a l l i n g  n e a r l y  35 

m i l l i o n  a c r e s  was reached in  1960. The 1960 t o t a l  i n c lu d ed  l e a s e s  in  

the North S l o p e ,  B e t h e l ,  Yukon Koyukuk, B r i s t o l ,  M idd le  Tanana ,  Copper 

R i v e r ,  Yukon Kandik , G u l f  o f  A laska  and Cook I n l e t  B a s i n s .  Most o f  the 

w e l l s  d r i l l e d  dur ing  th a t  y ea r  were in the Cook I n l e t  B a s i n ,  p r im a r i l y  

on the Kenai P e n in s u l a .  However, w e l l s  were a l s o  spudded in the K a t a l l a  -  

Yakataga area and the Bethe l  B a s in .  The p rev iou s  y e a r ,  w e l l s  had been 

a l s o  d r i l l e d  in  the Nenana area and on the A laska P e n i n s u l a . 2

As can be seen from T ab l e  3, f edera l  l e a s i n g  a c t i v i t y  peaked in 1960 and

began to drop o f f  at. a r a te  o f  s e ve ra l  m i l l i o n  a c re s  per y e a r .  Th i s  can

be exp la in ed  in par t  by the w idespread a c t i v i t y  throughout the S t a t e  in

1959 and the s u c c e s s  o f  a c t i v i t y  on the Kenai P e n in s u l a .  T h i s  a c t i v i t y

had generated  an e x c e s s i v e  amount o f  l e a s i n g  wh ich ,  c oup led  w ith  the

f a c t  th a t  the i n i t i a l  w i l d c a t s  in the o th e r  b a s in s  were u n s u c c e s s f u l ,

p robab ly  a ccoun t  for  the major drop in l e a s i n g  a c t i v i t y .  However, a

c o n t r i b u t i n g  f a c t o r  may have a l s o  been a s h i f t  in  emphasis to s t a t e

l a n d s .  With S t a teh ood ,  the S t a t e  immediate ly  s e t  out w ith  an a g r e s s i v e

2. H i s t o r y  o f  D r i l l i n g  in A laska  Between 1953 and 1966, A la sk a 
Petro leum D i r e c t o r y ,  1966-67 E d i t i o n , Pgs. 97-119.



l e a s i n g  program, p r im a r i l y  in  Upper Cook I n l e t  B a s i n ,  wh ich  a t t r a c t e d  

c o n s i d e r a b l e  i n d u s t r y  i n t e r e s t  a t  the  t ime.

S t a t e  L e a s in g  System

Even though the S t a t e  l e a s i n g  system i s  very  s im i l a r  to the  Federa l  

system , th ey  have opera ted  in e s s e n t i a l l y  the same environment w ith  

d r a s t i c a l l y  d i f f e r e n t  r e s u l t s .  As w i t h  the  Federa l  sys tem ,  the S t a t e  

laws have a lways  prov ided  f o r  both a c om pe t i t i v e  and non c om pe t i t i v e  

system.

The most s i g n i f i c a n t  d i f f e r e n c e  in the  sys tems ,  and the one t h a t  has had 

the  most e f f e c t  on revenue ,  i s  the a b i l i t y  o f  the S t a t e  to  c l a s s i f y  

l ands  as c om p e t i t i v e .  The i n i t i a l  Land A ct ,  Chapter  169, SLA, 1959, 

p rov id ed ,  " a l l  t i d e  and submerged l ands  s h a l l  be l e a s e d  by c om pe t i t i v e  

b id d in g  and whenever o i l  or  gas i s  di covered in any we l l  on A laska land 

in  commercial q u a n t i t i e s  the Commiss ioner  s h a l l  determine the ex ten t  o f  

the area  o f  any l and s  in a d d i t i o n  to t i d e  and submerged l and s  in  the 

same genera l  area o f  the d i s c o v e r y  wnich by reason o f  such d i s c o v e r y ,  

the Commiss ioner r e a s on ab ly  b e l i e v e s  to be c ap ab le  o f  produc ing o i l  or  

gas and such a d d i t i o n a l  l ands  s h a l l  be l e a s e d  by c om p e t i t i v e  b i d d i n g . "  

The Act was amended, Chapter  61, SLA, 1960, to i n c l u d e  mental h e a l th  

l a n d s ,  s choo l  l a n d s ,  and u n i v e r s i t y  l a n d s ,  in the c a t e g o ry  to be l e a s ed  

by c om pe t i t i v e  b id d in g .  However, i t  s t i l l  l im i t e d  o ther  up lands to 

c om p e t i t i v e  b idd ing  o n l y  where the lands  were in the v i c i n i t y  o f  a 

commercial d i s c o v e r y ,  a c oncep t  very s im i l a r  to the known g e o l o g i c  

s t r u c tu r e  con cep t  under the Federa l  r u l e s .  As i s  e v id enced  by the 

f o l l o w i n g  quo te ,  in a l e t t e r  dated January  3, 1972, from Roscoe E. B e l l ,  

D i r e c t o r ,  D i v i s i o n  of  Lands ,  to Ja lmar  K e r t t u l a ,  o f  the A laska  House o f



R e p r e s e n t a t i v e s ,  the S t a t e  e a r l y  r e cogn iz ed  the  l im i t a t i o n s  o f  the  

Federa l  system:

I f  the word ing ,  "whenever o i l  or gas i s  d i s c o v e r e d  in commercial 

q u a n t i t i e s ,  "were amended to  a d d , "  or where s u f f i c i e n t  g e o l o g i c a l  

o r  g e ophy s i c a l  da ta  were a v a i l a b l e  to p rov id e  e v id en c e  o f  a f a v o r a b l e  

g e o l o g i c a l  s t r u c t u r e , "  th e r e  would be an o ppo r tun i ty  f o r  the  S t a t e  

to  encourage  o i l  and gas expi ^ r a t i o n ,  to  shorten  the l ap sed  time 

between l e a s i n g  and e x p l o r a t i o n ,  and to m a t e r i a l l y  advance the  

f i n a n c i a l  w e l l  be ing  o f  the  S t a t e  by l e a s i n g  c o m p e t i t i v e l y  area s  

t h a t  now must be l e a s e d  n o n c om p e t i t i v e l y .

T h i s  l e t t e r  i s  a l s o  a good i n d i c a t o r  o f  the Department t h in k in g  on 

n on c om pe t i t i v e  v s .  c om p e t i t i v e  l e a s i n g  a t  the time and a copy i s  in c lud ed  

w i t h  t h i s  r epo r t  under T a b l e  2. The law was amended in  1964 tc "’ha 

p r e s en t  language  which  p rov id e s  th a t  the  Commiss ioner may l e a s e  /

l and s  c om p e t i t ’ " e l y  when he determ ines  i t  to  be , " i n  the b e s t  i n t e r e s t  

o f  the S t a t i . "

The S t a t e  was faced  w i th  a un ique problem. Most p eop le  agreed t h a t  o i l  

revenue was one o f  the b e s t  hopes o f  meet ing the r i s i n g  s t a t e  needs .

Even though the S t a t e  would r e c e i v e  90% o f  the Federa l  revenue from o i l  

and gas l e a s i n g ,  much o f  the Federa l  revenue would be de la yed  because  i t  

would come in  the form o f  fu tu r e  r o y a l t i e s .  There was no s i g n i f i c a n t  

bonus or  r en ta l  monies a s s o c i a t e d  w ith  Federa l  l e a s i n g .  With many we l l  

known p o t e n t i a l  petro leum areas  throughout the S t a t e  open to l e a s e  on a 

f i r s t  c one ,  f i r s t  served b : i s , un ique measures were n e c e s s a r y  to a t t r a c t
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i n t e r e s t  from the F . d e r a l  l and s  t c  S t a t e  lands .  The g e o l o g i c  p o t e n t i a l  

o f  the  harsh o f f s h o r e  wa ter s  o f  Cook I n l e t  o f f e r ed  the most obv iou s  

p o t e n t i a l  to  a t t r a c t  immediate deve lopment on s t a t e  l a n d s .  Most o f  the 

o th e r  l and s  t h a t  the S t a t e  had or cou ld  s e l e c t  immediate ly  were under 

l e a s e  and wou ld  be t i e d  up f o r  s e v e r a l  y e a r s  in  t i t l e  t r a n s f e r .  The 

o th e r  o f f s h o r e  a r e a s  had not  y e t  a t t r a c t e d  much a t t e n t i o n .

T h e r e f o r e ,  th ey  immediate ly  proceeded w i t h  the l e a s i n g  o f  Upper Cook 

I n l e t  under terms to  encourage  deve lopment as soon as p o s s i b l e  and at  

the  same t im e ,  earn revenue from the l e a s i n g .  Major f a c t o r s  in  a c c om p l i s h in g  

t h e se  o b j e c t i v e s  were the d i s c o v e r y  r o y a l t y  i n c e n t i v e  on l a r g e  l e a s e  

t r a c t s ,  a s h o r t  l e a s e  term (5 y e a r s )  and a f a v o r a b l e  government a t t i t u d e  

towards the i n du s t r y .  The f i r s t  l a r g e  s a l e  in Cook I n l e t ,  (#7 in 1961) 

earned n e a r l y  15 m i l l i o n  d o l l a r s  in bonuse s ,  and the second l a rg e  s a l e ,

( t 9 in  1962) earned over  15 m i l l i o n  d o l l a r s  in bonuse s .  As can be seen 

from the  s t a t i s t i c s  a t t a ch ed  to t h i s  r e p o r t ,  these  two s a l e s  a l one  

g ro s s ed  more than f e d e r a l  payments to the S t a t e  for  a l l  o f  t h e i r  l e a s i n g  

a c t i v i t y  up to  t h a t  t ime.

Of more s i g n i f i c a n c e  than the l e a s e  revenue to the S t a t e ' s  fu ture  economic 

w e l l b e i n g  however , was t h a t  the i n du s t r y  immediate ly  proceeded to exp lore  

and deve lop  the  l e a s e d  a r e a s .  T h i s  a c t i v i t y  r e s u l t e d  in  d i s c o v e r y  o f  

the Cook I n l e t  o i l  and gas f i e l d s ,  which are the sou rce  o f  the present  

o i l  and gas r o y a l t y  income from s t a t e  l a n d s .  Four o f  the f i v e  o i l  

f i e l d s  in the  Cook I n l e t  B a s i n ,  M idd le  Ground S h o a l ,  G r an i t e  P o i n t ,

T r ad ing  Bay, and McArthur R iv e r  f i e l d s  were d i s c o v e r ed  on l e a s e s  i s sued  

a t  th e se  s a l e s .  I t  was the d i s c o v e r y  and development o f  the se  f i e l d s



a l o n g  w i t h  the  Swanson R iv e r  f i e l d  th a t  f i rm ly  e s t a b l i s h e d  A laska  as one 

o f  the importan t  o i l  produc ing  areas  in the  wor ld .

T hu s ,  the  S t a t e  system o p e r a t in g  in e s s e n t i a l l y  the  same env ironment was 

a b l e  to  produce c o n s i d e r a b l y  more r o y a l t y  and l e a s e  revenue in  a much 

s h o r t e r  t ime and w i th  l e s s  acreage  than the Federa l  system. The s t a t i s t i c s  

in c lud ed  w i th  t h i s  r ep o r t  show the r e s u l t s  o f  the two sy s tems .  S t a t e  

revenue from l e a s i n g  a l o n e  through 1975, i . e . ,  bonuses and r e n t a l ,  

amounts t o  51,066,079,564.  Through 1975 n e a r l y  $210,000,000 have been 

pa id  in p roduc t ion  r o y a l t i e s .  T h i s  compares to  f edera l  r e c e i p t s  from 

1959 through 1975 o f  n e a r l y  $5^,000,000 in o i l  and gas r e n t a l s  and 

n e a r l y  $66,000,000 in o i l  and gas r o y a l t y  payments.

D e s c r i p t i o n  o f  Pre sen t  System

S t a t u t o r y  p r o v i s i o n s  for  A laska  o i l  and gas l e a s i n g  are c o n t a in e d  in AS 

38.05 p r im a r i l y  in s e c t i o n s  38.05.130 through 38.05.180. The r e g u l a t i o n s  

are c on ta in ed  in  T i t l e  11 of  the A laska  A dm in i s t r a t i v e  Code, under 

Chapters  82, 83, and 88. Under these  p r o v i s i o n s  a l e a s e  may be i s s . e d  

e i t h e r  c o m p e t i t i v e l y  or n o n c om pe t i t i v e l v .

The r e g u l a t i o n s ,  11 ACC 82.105, prov ide  th a t  a l l  l ands  no t  r equ ir ed  by 

law to be l e a s e d  c o m p e t i t i v e l y  or not c l a s s i f i e d  c om pe t i t i v e  by order  o f  

the Commiss ioner are  n on compe t i t iv e  for  minera l  l e a s i n g  purpo se s .  Before 

lands  are a v a i l a b l e  for  n on compe t i t i v e  l e a s i n g  they must be opened by 

p u b l i s h in g  a n o t i c e  d e c l a r i n g  the lands  open for  l e a s e .  A n o t i c e  o f  

open ing must p rov id e  a 30 day f i l i n g  p e r i od .  During t h i s  time any 

a p p l i c a t i o n s  th a t  are  f i l e d  are  con s id e red  f i l e d  s im u l t a n e o u s l y  and the



top  p r i o r i t y  f o r  the  n on com pe t i t i v e  l e a s e  i s  determined by p u b l i c  draw ing .  

S i m i l a r l y ,  a f t e r  l a nd s  are  l e a s e d  and the  l e a s e  term ina te s  the  l and s  are 

a g a in  made a v a i l a b l e ,  u n l e s s  c l a s s i f i e d  c om p e t i t i v e ,  through a 30 day 

s imu l taneous  f i l i n g  p e r iod  w i th  the w inner  ag a in  be ing determined by 

p u b l i c  draw ing .  Any l and s  th a t  are not l e a s e d  through both o f  th e se  

procedures  become a v a i l a b l e ,  a f t e r  the end o f  the 30 day f i l i n g  p e r i o d .

The s t a t u t e s  (AS 38.05.180) p rov id e  th a t  n oncompet i t iv e  l e a s e s  w i l l  be 

fo r  a primary term o f  f i v e  y e a r s  and can be extended for  two y e a r s  i f  

the lands  are  in  a c om p e t i t i v e  c l a s s i f i c a t i o n  a t  the time o f  e x p i r a t i o n  

o f  the primary term or f i v e  y e a r s  i f  n on compe t i t iv e .  The s t a t u t e  

f u r th e r  p rov id e s  t h a t  the r o y a l t y  r a te  s h a l l  be 12.5% in amount or va lue  

o f  the  p roduc t ion  and th a t  the maximum s i z e  o f  the l e a se  s h a l l  not 

exceed 2,560 a c r e s .  The l e a s e  s h a l l  c o n t inu e  u n t i l  the end o f  i t s  

primary term o r  i t s  ex t en s i o n  and so long t h e r e a f t e r  as o i l  or gas i s  

produced in pay ing q u a n t i t i e s .  The annual ren ta l  r a te  i s  s e t  a t  $.50 an 

a cre  and i s  payab le  in advance or the l e a s e  a u t om a t i c a l l y  term ina te s  

under i t s  terms and c o n d i t i o n s .

Non compe t i t i v e  l e a s e  terms and r e g u l a t i o n s  have remained e s s e n t i a l l y  

unchanged s i n c e  s t a t e h o o d ,  except  for  the c l a s s i f i c a t i o n  p r o v i s i o n s  

which are  d i s c u s s e d  l a t e r  in t h i s  r epo r t .

The s t a t u t e  r e qu i r e s  th a t  a l l  t i d e  and submerged l a n d s ,  mental h e a l th  

l a n d s ,  s choo l  l a n d s ,  and u n i v e r s i t y  lands  be l e a s ed  c o m p e t i t i v e l y .  I t  

a l s o  p rov id e s  th a t  any l and s  which the Commiss ioner determines  are 

c ap ab le  o f  produc ing o i l  o r  gas as the r e s u l t  o f  a d i s c o v e r y  in  an area



must be l e a s e d  c o m p e t i t i v e l y .  In a d d i t i o n ,  the  Commiss ioner may c l a s s i f y  

any l and s  c om p e t i t i v e  where he b e l i e v e s  i t  i s  in  the  b e s t  i n t e r e s t  o f  

the  S t a t e .  C om pe t i t i v e  l e a s e s  are  i s s u e d  under the  procedures  o f  I I  AAC 

82.400.  The r e g u l a t i o n s  p ro v id e  t h a t  the  method o f  b idd ing  s h a l l  be 

e i t h e r  by p u b l i c  a u c t i o n  or  by s e a l e d  b i d s .  I t  i s  g e n e r a l l y  agreed th a t  

th e  p r o v i s i o n s  o f  the  r e g u l a t i o n s  and AS 38.05.335 r equ i r e  th a t  the high 

b id d e r  be determined on the  b a s i s  o f  the  h i g h e s t  cash  bonus submit ted  a t  

the s a l e .
%

C om pe t i t i v e  l e a s e s  are  i s s u ed  f o r  a primary term o f  ten y e a r s  ex cep t  in  

the  Cook I n l e t  sed imentary  b a s in  where the law p rov id e s  t h a t  the l e a s e s  

s h a l l  be f o r  a primary term o f  not more than ten y e a r s  and not l e s s  than 

f i v e  y e a r s  a t  the d i s c r e t i o n  o f  the Commiss ioner ,  and c o n t i n u e  so  long 

t h e r e a f t e r  as  o i l  o r  gas i s  produced in pay ing q u a n t i t i e s .  The r o y a l t y  

r a t e  may no t  be l e s s  than 12.5% in amount or v a lu e  o f  p r o d u c t i o n .  The 

maximum l e a s e  s i z e  i s  2,560 a c r e s  f or  up lands  and 5,760 for  t i d e  and 

submerged l a n d s .  The s t a t u t e  p rov id e s  a r en ta l  r a te  o f  $1 an a c r e ,  which 

by the terms o f  the l e a s e  and the r e g u l a t i o n s  must be payab le  in advance .  

Some o f  the b a s i c  p r o v i s i o n s  under the c om pe t i t i v e  system have changed 

s i n c e  s t a t e h ood .  These  are  d i s c u s s e d  in d e t a i l  l a t e r  in t h i s  r ep o r t .

Both n on compe t i t i v e  and c om p e t i t i v e  l e a s e s  prov id e  th a t  l e a s e s  w i l l  be 

extended i f  d r i l l i n g  has commenced on or be fore  the e x p i r a t i o n  d a te  

u n t i l  the w e l l  has been completed and so long t h e r e a f t e r  as  o i l  o r  gas 

i s  produced in pay ing q u a n t i t i e s .  They both p rov id e  that  l e a s e s  proven 

c ap ab l e  o f  p roduc t ion  may be extended by shu t in  p rodu c t i o n .  P r o v i s i o n s  

for  u n i t i z a t i o n  and ex t en s i o n  o f  l e a s e s  i n c luded  w i t h in  a u n i t  are  a l s o



s tandard  to  both procedures .  Acreage th a t  may be he ld  a t  any one time 

may no t  exceed 500,000 a c r e s  on t i d e  and submerged lands  and 500,000 on 

a l l  o th e r  l a n d s .  Producing l and s  in an approved u n i t  agreement and 

land s  opera ted  under an approved d r i l l i n g  or  deve lopment c o n t r a c t  are 

exc luded f o r  acreage  l im i t a t i o n  purposes .

Land A v a i l a b i l i t y

With the advent o f  the modern o i l  and gas in d u s t r y  in A laska  in the 

e a r l y  1950 's ,  a lmost  a l l  l and s  in A laska  were open to o i l  and gas l e a s i n g  

except  on the  North S l o p e .

The l ands  on the North S l o p e  had been c l o s e d  by ex e cu t iv e  order  to 

minera l  l e a s i n g  f o r  many y e a r s .  They were not r e s t o r ed  u n t i l  Apr i l  18, 

1958, when a l l  o f  the lands  except  Petro leum Reserve #4 were opened f o r  

m inera l  l e a s i n g .  The S e c r e t a r y  o f  I n t e r i o r s '  opening order  prov ided  for  

l e a s i n g  through a non compe t i t iv e  l e a s e  o f f e r i n g  in a s imu l taneous  f i l i n g  

p e r i od .  T h i s  was done in a s e r i e s  o f  s ix  o f f e r i n g s  by th j  Federa l  

Bureau o f  Land Management beg inn ing  in  1958 and ending in 1966. A t o t a l  

o f  22,300,000 acres  were o f f e r ed  w i th  a l i t t l e  over  5,000,000 acres  

be ing  i s su ed  as l e a s e s .  See T a b l e  12 in c luded  w i th  t h i s  r e p o r t . 3

The next s i g n i f i c a n t  e f f e c t  on a v a i l a b i l i t y  o f  lands  for  o i l  and gas

l e a s i n g  was the c r e a t i o n  o f  the A r c t i c  W i l d l i f e  Range, t o t a l l i n g  about

8 .9  m i l l i o n  acres  and the C l a r en c e  Rhodes W i l d l i f e  Range, t o t a l l i n g

about 3.1 m i l l i o n  a cres  in 1960. F o l l ow in g  t h i s  was the so c a l l e d  " l and

f r e e z e " .  As a r e s u l t  o f  p r o t e s t s  from the A laska  N a t i v e s ,  the S e c r e t a r y

3. J o n e s ,  Dan ie l  A . ,  O i l  and Gas L e a s in g  On The North S l o p e  A l a s k a ; 
Paper presented  a t  Seventh Annual M in in g ,  M inera l  and Petro leum
Conferen ce ,  C o l l e g e ,  A l a s k a ,  March 20, 1964. Pg. 6
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o f  the  I n t e r i o r  suspended i s s u a n c e  o f  o i l  and gas l e a s e s  i n  1966. 

A p p l i c a t i o n s  would be a c cep ted  but l e a s e s  would  no t  De i s s u e d .  The 

S e c r e t a r y  con t inued  a c c e p t i n g  a p p l i c a t i o n s  u n t i l  J anuary  17, 1969, when 

P u b l i c  Land Order 4582 was i s s u ed  w ithdraw ing  a l l  A la ska  l and s  from o i l  

and gas  l e a s e  a p p l i c a t i o n s .  Dur ing the per iod  from 1966 u n t i l  the  

" s up e r  land f r e e z e "  in  1969, o i l  and gas l e a s e  a p p l i c a t i o n s  were f i l e d  

on approx imate ly  21 m i l l i o n  a c r e s . ^

The Federa l  land f r e e z e  d id  not a f f e c t  s t a t e  lands  except  t h a t  new land s  

c ou ld  no t  be t r an s f e r r ed  to  the S t a t e  which might be made a v a i l a b l e  f o r  

l e a s i n g .  In a d d i t i o n  to  the  t i d e  and submerged lands  th a t  were a cqu ir ed  

w i t h  s t a t e h o o d ,  the S t a t e  a cqu ir ed  the r i g h t  to  s e l e c t  approx imate ly  103 

m i l l i o n  a c r e s .  I t  proceeded to s e l e c t  petro leum land s  immed ia t e ly ,  

p r im a r i l y  in the Cook I n l e t  B a s in  and a l ong  the f r i n g e s  o f  the G u l f  o f  

A la s k a .  The North S lope  lands  were s e l e c t e d  in 1964 and 1969. The 1964 

b l o c k  t o t a l l e d  approx imate ly  1.75 m i l l i o n  a c re s  and the 1969 b lo ck  

t o t a l l e d  n e a r l y  3 m i l l i o n  a c r e s .  Most o f  the lands  s e l e c t e d  in  1964 

were t e n t a t i v e l y  approved by the Federa l  government in 1964 and were 

thus a v a i l a b l e  f or  l e a s i n g .  Petro leum lands  a long  the A laska  Pen in su l a  

on the B r i s t o l  Bay s i d e  were a l s o  s e l e c t e d  in  1969, however,  approva l  o f  

these  lands  was not r e c e i v e d  u n t i l  r e c e n t l y .

The S t a t e  immediate ly  proceeded w i th  making newly acqu ir ed  l and s  a v a i l a b l

f o r  o i l  and g c '  l e a s e ,  as can be seen from the s a l e  s t a t i s t i c s  i n c luded

w ith  t h i s  r ep o r t .  S a l e s  were he ld  f r e qu en t l y  throughout the S t a t e .  The

apparent  p o l i c y  was to l e a s e  a c r eage  wherever s i g n i f i c a n t  i n du s t r y

4. S imasko ,  Donald L . ,  N a t i v e  Land C la ims  and T h e i r  E f f e c t  on L e a s in g  
in A l a s k a , Paper Presen ted  a t  1971 N a t iona l  I r ' t i t u t e  For Petro leum 
Landmen, Pgs. 153-191



i n t e r e s t  o c cured .  Most o b se r v e r s  agree  th a t  t h i s  p o l i c y  con t inued  

p r e t t y  much u n t i l  the l a r g e  Prudhoe Bay s a l e  in 1969. T h i s  a t t r a c t e d  

c o n s i d e r a b l e  a t t e n t i o n  to  the importance o f  l e a s i n g  as a revenue earner  

f o r  the S t a t e  and l e a s i n g  d e c i s i o n s  became i n c r e a s i n g l y  more i n v o l v e d .  

S i n c e  the Prudhoe Bay s a l e ,  the  o n l y  l e a s i n g  a c t i v i t y  has been in  the 

Cook I n l e t  B as in  p r im a r i l y  in a r ea s  o f  p rev iou s  l e a s i n g .

N on compe t i t i v e  l and s  were immediate ly  opened for  l e a s i n g  upon r e c e i p t  o f  

t i t l e  t o  the  lands  from the f edera l  government . The e a r l y  open ing orders  

made a l l  l and s  a v a i l a b l e  f o r  l e a s i n g  to which the S t a t e  had r e c e i v e d  

t i t l e  up to  the d a te  o f  the open ing order .  Except for  irocedura l  

c h ang e s ,  t h i s  p r a c t i c e  c on t inued  up u n t i l  the S t a t e  non compe t i t iv e  

a c t i v i t y  was d i s c o n t i n u e d  l a t e  in 1975.

C om pe t i t i v e  C l a s s i f i c a t i o n s

As p r e v i o u s l y  n o ted ,  the  s t a t u t e  p r e s e n t l y  p rov id e s  tha t  the Commiss ioner 

may c l a s s i f y  any lands  c om p e t i t i v e  for  purposes o f  o i l  and gas l e a s i n g ,  

when he determ ines  th a t  i t  i s  the b e s t  i n t e r e s t  o f  the S t a t e  to  do so .  

P r i o r  to  the amendment in  1964, the s t a t u t e  prov ided  on ly  for  c om p e t i t i v e  

l e a s i n g  o f  c e r t a i n  types  o f  l and s  and lands in the v i c i n i t y  o f  a d i s ­

c o v e ry .  The l e t t e r  from Roscoe E. B e l l ,  then D i r e c t o r  o f  the D i v i s i o n  

o f  Lands ,  to  R ep re s en ta t i v e  K e r t u l l a ,  p r e v i o u s l y  c i t e d  in t h i s  r epor t  

and in c lud ed  herew i th ,  i s  a good i n d i c a t o r  o f  the th in k in g  on t h i s  p o in t  

a t  th a t  t ime.  The f i r s t  c l a s s i f i c a t i o n  order  e f f e c t i v e  January  3, 1963, 

was for  lands  p r im a r i l y  in the Beluga area in the Cook I n l e t  B a s i n ,  as a



r e s u l t  o f  th^  d i s c o v e r y  o f  the  Be luga  Gas f i e l d .  S i n c e  t h a t  d a t e ,  th e re  

has been a t o t a l  o f  2 3 ' c l a s s i f i c a t i o n s .  Most o f  them are in  the  Cook 

I n l e t  B a s i n .  A l l  o f  the l and s  s e l e c t e d  by the S t a t e  on the North S l o p e  

have been c l a s s i f i e d  as c om p e t i t i v e  and most o f  the l and s  in  the  Cook 

I n l e t  B a s in  were c l a s s i f i e d  c om p e t i t i v e  as company i n t e r e s t  d eve lop ed  i.i 

the  a r e a s .  The c l a s s i f i c a t i o n  problem was somewhat s im p l i f i e d  in the  

Cook I n l e t  Bas i l ,  because many o f  the  ar ea s  were i n t e r s p e r s e d  w i th  l and s  

wh ich  were c om pe t i t i v e  by law and the  c l a s s i f i c a t i o n s  were based l a r g e l y  

on the  d e s i r e  t o  p rov id e  o n l y  one l e a s i n g  system in the  a r ea .

Compar ison Between C om p e t i t i v e  and N on compe t i t i v e  L ea s ing

As a consequence  o f  the  s t a t e ' s  p o l i c y  o f  c l a s s i f y i n g  l and s  c om p e t i t i v e  

where s i g n i f i c a n t  i n t e r e s t  was i n d i c a t e d  ( see  Roscoe B e l l ' s  l e t t e r  to  

J a lmar  K e r t u l l a ) ,  compar isons  o f  the a c t i v i t y  and revenue generated  by 

the  two systems probab ly  have l i t t l e  meaning , except  from a h i s t o r i c a l  

v i ew p o i n t .  From a t o t a l  o f  183 e x p l o r a t o r y  w e l l s  d r i l l e d  on s t a t e  

i s s u ed  l e a s e s ,  o n ly  12 were d r i l l e d  on n on compe t i t i v e  l e a s e s .  None o f  

the 12 r e s u l t e d  in  o i l  and gas in pay ing q u a n t i t i e s .  For a complete  

breakdown o f  w e P s  d r i l l e d ,  see  T a b l e  10.

Revenue s t a t i s t i c s  are  e q u a l l y  o v e r b a l a n ced .  Approximate ly  $10,392,730 

o f  the  t o t a l  $37,826,590 r e n t a l s  through 1975 were r e c e i v e d  from non c om pe t i t i v e  

l e a s i n g .  In a d d i t i o n ,  approx imate ly  $2,647,760 have been r e c e i v e d  in 

f i l i n g  f e e s  from a p p l i c a t i o n s  in s imu l t aneou s  f i l i n g  p e r i o d s .  All the 

bonus and r o y a l t y  income has been from c om p e t i t i v e  l e a s e s  w ith  ex cep t i o n  

o f  minor r o y a l t y  income from t r a n s f e r r e d  federa l  l e a s e s .

In 1972, an area on the Kenai P en in su l a  which had p r e v i o u s l y  been under
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c om p e t i t i v e  c l a s s i f i c a t i o n  was r e c l a s s i f i e a  to n on c om pe t i t i v e .  C om pe t i t i v e  

i n t e r e s t  had been low in  the  area  f o r  s e v e r a l  y e a r s ,  and even when ar ea s  

were l e a s e d ,  bonus was r o t  h igh .  One o f  the  h i g h e s t  i n t e r e s t  a r ea s  when 

they  were opened to  a p p l i c a t i o n  a f t e r  the r e c l a s s i f i c a t i o n  was Townsh ip  

I  Nor th ,  Range 12 West , Seward M e r i d i a n .  N ine t r a c t s  in  t h i s  townsh ip  

earned from $1.13 per acre  to  $11.00 per a c r e  in f i l i n g  f e e s .  In c ompar i son ,  

the  most r e cen t  c om pe t i t i v e  s a l e s  in t h a t  townsh ip  drew b id s  o f  h igh 

bonus from $2.00 to  $3.34 per a c r e .

A s im i l a r  compar ison can be made for  a r ea s  on the lower Kenai P e n i n s u l a ,  

wh ich  have a lways  been n oncompe t i t i v e  except  for  i n t e r sp e r s ed  l and s  

wh ich  are c om pe t i t i v e  by l aw ,  i . e . ,  s c h o o l ,  u n i v e r s i t y  and mental h e a l t h .  

R e su l t s  on Township  3 South ,  Ranee 14 West, Seward M e r id i a n ,  one o f  the 

more a c t i v e  f i l i n g  a r e a s ,  n on com pe t i t i v e  l e a s i n g  earned from $.75 to 

$20.00 per a cre  in  f i l i n g  fees w i th  most r e cen t  c om p e t i t i v e  s a l e s  in the 

townsh ip  earn ing  from $3.15 to  $7.67 per a c r e  in bonus.

I t  i s  a l s o  i n t e r e s t i n g  to  note th a t  l ands  had been a v a i l a b l e  for  c om pe t i t i v e  

l e a s i n g  in both o f  these  townsh ips  in p rev iou s  s a l e s  but had not been 

nominated f o r  l e a s e ,  or  had not been l e a s ed  a f t e r  be ing o f f e r e d .  The 

f a i l u r e  to  l e a s e  through the c om p e t i t i v e  system would be h igher  in area s  

o f  l e s s  i n t e r e s t .  T h i s  o f f e r s  support  to one o f  the common arguments 

f o r  non compe t i t iv e  l e a s i n g  th a t  c o n s i d e r a b l e  revenue can be earned from 

land s  that  would not o th e rw i s e  be l e a s e d .

D i s c o v e r y  Roya l ty

The o r i g i n a l  s t a t e  land a c t  prov ided  for  r edu c t i o n  o f  the r o y a l t y  ra te



to  5 per c en t  f o r  the e n t i r e  l e a s e  f o r  ten  y e a r s  f o l l o w i n g  the  d a te  o f  

the  d i s c o v e r y ,  f o r  the  f i r s t  d i s c o v e r y  o f  o i l  or  gas in  commercial 

q u a n t i t i e s  i n  any g e o l o g i c  s t r u c t u r e .  T h i s  p r o v i s i o n  was d e l e t e d  from 

the law  in 1969. To d a t e ,  o n l y  8 l e a s e s  have been c e r t i f i e d  f o r  d i s c o v e r y  

r o y a l t y ;  however, th ere  may e v e n t u a l l y  be a d d i t i o n a l  c e r t i f i c a t i o n s  

s i n c e  th ere  are  s t i l l  a c t i v e  l e a s e s  which were i s s u ed  be fore  the 1969 

law change .  See T a b l e  9 f o r  a l i s t i n g  o f  the c e r t i f i c a t i o n s .

At the  t ime o f  s t a t e h ood ,  the f edera l  law  prov ided  a 5% d i s c o v e r y  r o y a l t y  

i n c e n t i v e  f o r  f edera l  l e a s e s  in  A laska  i s s u ed  p r i o r  to  May 3, 1958. Many 

federa l  l e a s e s ,  e s p e c i a l l y  in the Cook I n l e t  b a s i n ,  were s u b j e c t  to the 

d i s c o v e r y  r o y a l t y  p r o v i s i o n  a t  the time o f  s t a t e h o o d .  Thus ,  i t  was 

n e c e s s a r y  f o r  the s t a t e  l e a s e s  to  c a r ry  a s im i l a r  p r o v i s i o n  to  be com­

p a r ab l e .  Most ob server s  agree th a t  the d i s c o v e r y  r o y a l t y  i n c e n t i v e  in 

Cook I n l e t  on l a rg e  l e a s e  t r a c t s  was a very  s i g n i f i c a n t  f a c t o r  in the  

e a r l y  d r i l l i n g  and deve lopment o f  th a t  a r e a .  The 10 y e a r  per iod  f o r  a l l  

o f  the  l e a s e s  c e r t i f i e d  in Cook I n l e t  has now exp i r ed .  The t o t a l  d i f f e r e n c e  

between a c tu a l  payments on d i s c o v e r y  l e a s e s  and the LZH% r a t e  amounts to 

$8,754,000 f o r  the 5 o f f s h o r e  l e a s e s  i n v o l v e d .  The t o t a l  would have 

been much g r e a t e r  except  th a t  the f i r s t  d i s c o v e r y  on the T rad ing  Bay 

s t r u c t u r e  was on one o f  the low q u a n t i t y  produc ing l e a s e s  on th a t  s t r u c t u r e .

The reduced r o y a l t y  ra te  f o r  the d i s c o v e r y  l e a s e  in the Prudhoe Bay 

f i e l d  exp i r e s  on December 31, 1977. S i n c e  p roduc t ion  i s  not schedu led  

to  commence u n t i l  mid 1977, i t  i s  apparen t  th a t  very l i t t l e  d i s c o v e r y  

b e n e f i t s  w i l l  ac crue  to t h i s  l e a s e .



B idd ing  Methods

A ll  s t a t e  s a l e s  have been by s e a l e d  b id  w i th  the  b idd ing  v a r i a b l e  be ing 

the h i g h e s t  ca sh  bonus o f f e r ed  f o r  the  l e a s e .

The o r -' ial l and a c t  prov ided  th a t  c om p e t i t i v e  b idd ing  would be "under 

genera l  r e g u l a t i o n s "  adopted by the commiss ioner .  A s t a t u t o r y  p r o v i s i o n  

was adopted  in  1966 to  s p e c i f i c a l l y  " r e q u i r e  each b idder  f o r  the c om pe t i t i v e  

l e a s i n g  o f  o i l  and gas l and s  t o  submit w i th  h i s  b id  a d e p o s i t  o f  money 

equal to  2U per c en t  o f  the amount b i d " ,  AS 38 .05.335(c)  (emphasis  

added ) .  T h u s ,  p r i o r  to  the 1966 s t a t u t o r y  change ,  the r e g u l a t i o n s  

c o n t r o l l e d  the b idd ing  p rocedure ,  but a f t e r  the law change i t  was 

apparent  th a t  a system very s im i l a r  to  the cash  bonus b idd ing  system was 

d i c t a t e d .

The o r i g i n a l  o i l  and gas l e a s i n g  r e g u l a t i o n s  prov ided  tha t  the method o f  

b idd ing  be by s e a l e d  b id s  or a t  p u b l i c  a u c t i o n  by c c ' 1 bonus, tha t  the 

l e a s e  s h a l l  be awarded to the r e s p o n s i b l e  q u a l i f i e d  b idder  o f f e r i n g  the 

h i g h e s t  ca sh  bonus, and t h a t  the  b id s  must be accompanied by c a s h i e r ' s  

or c e r t i f i e d  ch e ck s ,  money order s  or cash  o f  a t  l e a s t  20% o f  the amount 

b id .  These  r e g u l a t i o n s  were i n t e r p r e t e d  to o n l y  a l l o w  a b idd ing  system 

where the o n l y  b idd ing  v a r i a b l e  was cash  bonus. The r e g u l a t i o n s  remained 

e s s e n t i a l l y  unchanged in t h i s  regard u n t i l  the 1974 r e v i s i o n ,  the l a s t  

r e v i s i o n .  The presen t  r e g u l a t i o n s  are  much more genera l  in b idd ing  

p ro cedure s ,  but the s t a t u t o r y  l im i t a t i o n s  s t i l l  a pp ly .

The o n l y  a l t e r n a t i v e  b idd ing  method the record i n d i c a t e s  has been con s id e red  

i s  ’ l t e r n a t e  or s l i d e  b id d in g .  At a hear ing  he ld  in Anchorage on June



r
30, 1969, the  department asked f o r  p u b l i c  Input  on the  p o s s i b i l i t y  o f  

u s in g  a system s im i l a r  to  the  " a l t e r n a t e "  or  " s l i d e "  b id  system used in  

Canada f o r  the  1969 Prudhoe Bay s a l e .  Under the p r o p o s a l ,  b idder s  who 

were u n su c c e s s fu l  on a t r a c t  would have been a l l ow ed  to  " s l i d e "  t h e i r  

b id  to  ano th er  t r a c t .  T h i s  method was exp lored  as  a p o s s i ' lb e  method o f  

a l l o w i n g  each b idder  t o  use a l l  h i s  a v a i l a b l e  money f o r  the s a l e  to  h i s  

b e s t  advan tage .  The theory  be ing  t h a t  s i g n i f i c a n t  b idder s  m ight not 

have enough money to  b id  as h igh as they would l i k e  on a l l  t r a c t s .  With 

th e  a b i l i t y  o f  " s l i d i n g "  b id s  to  a l t e r n a t e  t r a c t s ,  the  p o s s i b i l i t y  o f  

pyram id ing money on a few t r a c t s  was a p o s s i b l e  b e n e f i t  o f  the Canad ian 

sys tem .  The a v a i l a b i l i t y  o f  money d id  not prove to  be as b ig  \ f a c t o r  

as o r i g i n a l l y  a n t i c i p a t e d .  I t  was f e l t  t h a t  the major b idders  would be 

a b l e  to  s e cu re  enough money to  make t h e i r  b e s t  b id  on the major t r a c t s  

i n  wh ich  they  were i n t e r e s t e d  and th a t  the system would t h e r e f o r e  not 

r e s u l t  in h igher  bonus revenue .  The system was not adopted f o r  t h i s  and 

o th e r  problems w ith  the system, such as c omp l i c a ted  mechanics  o f  b id d in g  

and s a l e  a d m i n i s t r a t i o n ,  the d i f f i c u l t y  o f  p u b l i c  unders tand ing  and the 

p o s s i b l i t y  o f  charges  o f  c o l l u s i o n  between the b idders  and the s t a t e .

The o i l  i n d u s t r y  was a l s o  a lmost  unaminous ly  opposed to  i t .

R o y a l t y

R oya l t y  on n on compe t i t i v e  l e a s e s  has a lways  been s e t  by law a t  Wi%. 

C om pe t i t i v e  l e a s e s  may be i s s u ed  w ith  h igher  r o y a l t y  r a t e s  s i n c e  the 

s t a t u t e  has a lways  o n l y  prov ided  the minimum r o y a l t y  r a t e  o f  12*5 %. The 

f i r s t  s a l e  th a t  u t i l i z e d  a h igher  r a te  was s a l e  #28 in the Cook I n l e t
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1
b a s in .  The r a t e  used in t h i s  s a l e  and in  the  l a s t  s a l e  in t h i s  area was

T r a c t  S i z e s

The o r i g i n a l  l and  a c t  prov ided  a maximum t r a c t  s i z e  o f  5760 acre s  f or  

t i d e  and submerged l and s  and 640 a c r e s  f o r  a l l  o th e r  l a n d s .  The law was 

r e v i s e d  in  1964 to  i n c r e a s e  the  maximum s i z e  o f  up land t r a c t s  to 2560 

a c r e s .

The trend in  the e a r l y  o f f s h o r e  s a l e s  was to  l a r g e  t r a c t s .  T r a c t  s i z e  

in  s a l e  numbers 7 and 9, the f i r s t  l a r g e  Cook I n l e t  o f f s h o r e  s a l e s ,  

averaged 3760 and 3546 a c r e s ,  r e s p e c t i v e l y .  There  were many t r a c t s  over  

5000 a c r e s  in  s i z e  in th e se  s a l e s .  The s tandard changed soon a f t e r  

t h i s ,  however,  to  a four  s e c t i o n  b lo ck  con cep t  (about  2560 a c r e s )  when 

e x i s t i n g  land  p a t t e rn s  would a l l o w .

Minimum Bid

Minimum b id s  have not been p r e s c r i b ed  for  any o f  the l e a s e  s a l e s ,  except 

t h a t  most s a l e s  have prov ided  th a t  a bid o f  l e s s  than one d o l l a r  per 

a c r e  w i l l  not  be c o n s id e r e d ,  p r im a r i l y  for  the  purpose o f  preven t ing  

n u i s an c e  b id s .  T h i s  p r o v i s i o n  was dropped in  the 23rd s a l e  ( the 1969 

Prudhoe Bay s a l e )  and s evera l  i n s i g n i f i c a n t  nu i s an ce  type b id s  were 

r e c e i v e d  which caused c o n s i d e r a b l e  a d m in i s t r a t i v e  expense ,  p r im a r i l y

l e g a l , to r e s o l v e .

16 2/3%.
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The r e g u l a t i o n s  have a lways  p rov id ed  t h a t  the s t a t e  may r e j e c t  a l l  b id s  

on a t r a c t  when determined to  be in  the b e s t  i n t e r e s t  o f  the  s t a t e .

B id s  have been r e j e c t e d  in  f i v e  o f  the  s a l e s  under t h i s  p r o v i s i o n .  One

h igh  b id  was r e j e c t e d  in  the 8th s a l e ,  8 r e j e c t e d  in  the 9th s a l e ,  3 

r e j e c t e d  i n  the 14th s a l e ,  33 r e j e c t e d  in  the 21st s a l e  and 15 b id s

r e j e c t e d  in  the  23rd s a l e .

C o n d i t i o n a l  L ea se s

To a v o i d  a l on g  d e l a y  in deve lopment ,  the  S ta tehood  Act prov ided  th a t  

upon r e c e i p t  o f  t e n t a t i v e  approva l  from the Federa l  government , the 

S t a t e  c ou ld  i s s u e  c o n d i t i o n a l  l e a s e s  on the l a n d .  There  i s  o f t e n  a long  

per iod  between the  d e t e rm in a t i o n  o f  a v a i l a b i l i t y  o f  the l and s  f o r  s t a t e  

a c q u i s i t i o n  and the a c tu a l  i s s u a n c e  o f  p a t e n t ,  p r im a r i l y  because  o f  the 

survey  prob lems.

A law was passed  in  1960 to  p ro v id e  for  e x t en s i o n  o f  a c o n d i t i o n a l  l e a s e  

f o r  a p e r iod  equal  to  the per iod  dur ing  which the  l e a s e  was c o n d i t i o n a l .  

Almost a l l  the Prudhoe Bay deve lopment was dur ing  the c o n d i t i o n a l  p er iod  

o f  the l e a s e s .  The f i r s t  l e a s e s  were.1 i s s u ed  e f f e c t i v e  e a r l y  1965, but 

the f i r s t  p a ten t s  were not r e c e i v e d  u n t i l  1974. Thus ,  many o f  the 

l e a s e s  in  t h i s  area were extended f o r  n e a r l y  ten y e a r s .  Because o f  t h i s  

deve lopment i t  was apparen t  t h a t  a c o n d i t i o n a l  l e a s e  was not a d e t e r r en t  

to  e x p l o r a t i o n  and deve lopment and the e x t en s i o n  p r o v i s i o n  was d e l e t e d



Lease Forms

The b a s i c  p r o v i s i o n s  o f  both o f  the l e a s e  forms have remained e s s e n t i a l l y

the same. There have been s e ve ra l  updates  to  conform to s t a t u t o r y

changes  and to  c o r r e c t  e r r o r s .  The o r i g i n a l  c om pe t i t i v e  l e a s e  form,

DL1, was adopted l a t e  in  1959 and was r e v i s e d  Apr i l  1961, October  1963,

Apr i l  1971, Ma-f 19/3 and September 1974. The 1261 and 1963 r e v i s i o n s

were app a r en t l y  to  c o r r e c t  t yp og raph ic a l  e r r o r s  in the o r i g i n a l  form.

The 1971 r e v i s i o n  d e l e t e d  the r e f e r en c e  to  water  use  in the g r an t in g

c l a u s e  to  be c o n s i s t e n t  v.ith the Water Use Act ,  AS 46 .15; d e l e t e d  the

c l a u s e  g r an t in g  a c o n d i t i o n a l  l e a s e  ex t en s i on  to  be c o n s i s t e n t  w i th

d e l e t i o n  o f  the p r o v i s i o n  from the s t a t u t e ;  d e l e t e d  the d i s c o v e r y  r o y a l t y

c l a u s e  f o r  the same reason and added a d i r e c t i o n a l  d r i l l i n g  c l a u s e  and

an emDloyment clause regarding hire of Alaska  residents.

»

The n on compe t i t iv e  l e a s e  form, DL2, was f i r s t  used in 1960 and was 

r e v i s e d  Apr i l  1961, May 1962, and May 1966. The changes in  the non­

c om p e t i t i v e  form were comparable to the changes in the c om pe t i t i v e  form.

Environmenta l  C on t r o l s

When A la ska  s t a r t e d  i t s  o i l  and gas l e a s i n g  program, there were e s s e n t i a l l y  

no c o n t r o l s  on o i l  and ias l e a s e  o p e r a t o r s ,  except  for  c o n t r o l s  on 

a c tu a l  w e l l  d r i l l i n g  p r a c t i c e s  by the U .S .  G e o l o g i c a l  Survey and under 

the A laska  O i l  and Gas C on se rv a t i on  Commiss ion.  An op e ra t o r  cou ld  exp lore  

and d eve l op  on federa l  and e a r l y  s t a t e  l e a s e s  w i th ou t  any app rova l s  from 

o ther  s t a t e  or federa l  r e gu l a t o r y  a g e n c i e s .  Opera t i on  on federa l  w i l d l i f e  

ranges such as the Kenai Moose Range were an ex c ep t i o n .  Very s t r i n g e n t  

s u r f a c e  use requirements  were ap p l i e d  in these  a r e a s .  When the s t a t e



s t a r t e d  l e a s i n g  o f f s h o r e ,  however, as a r e s u l t  o f  concern by f ishermen 

in  Cook I n l e t ,  th ey  r e a l i z e d  the  need f o r  more c o n t r o l s  f o r  t i d e  and 

submerged land  l o c a t i o n s .  A s tandard  w i l d l i f e  s t i p u l a t i o n  was adopted 

in  August 1962 f o r  i n c l u s i o n  in a l l  o f f s h o r e  o i l  and gas  l e a s e s .  T h i s  

s t i p u l a t i o n  r equ ir ed  the w r i t t e n  approva l  o f  the  Department o f  Natura l  

Resources  " f o r  th e  l o c a t i o n  and type o f  each s t r u c tu r e  be fore  i t  i s  

e r e c t e d  on t i d e  and submerged l a n d s " .  The s t i p u l a t i o n  was s im i l a r  to  

the  one t h a t  i s  p r e s e n t l y  used in  a l l  l e a s e s .  S i n c e  1968, a s im i l a r  

s t i p u l a t i o n  has been i n c lud ed  in a l l  l e a s e s  i s s u e d ,  i n c l u d i n g  both 

c om p e t i t i v e  and n o n c om pe t i t i v e .  In 1970, a l l  l e s s e e s  were ordered to 

o b t a i n  approva l  in  a c cordance  w i th  the standard  s t i p u l a t i o n ,  even 

i f  the s t i p u l a t i o n  had not been in c luded  a t  the time the l e a s e  was 

i s s u e d .  A l l  o p e r a t o r s  have compl ied  w i th  t h i s  o rder .

There  was a l s o  no c o n t r o l  over  s e i sm ic  o p e r a t i o n s  a t  .he time o f  s t a t e ­

hood. N e i t h e r  the s t a t e  o r  federa l  governments requ ired  permits  or 

p rov ided  o p e r a t in g  g u i d e l i n e s ,  except  in w i l d l i f e  ranges and park l and s  

There  was c o n s i d e r a b l e  p u b l i c  concern  expressed  in the l a t e  1960's over  

damage done by s e i sm ic  and o ther  g e ophy s i c a l  o p e r a t i o n s ,  and in 1968, 

the S t a t e  S ena te  adopted a j o i n t  r e s o l u t i o n  r eque s t ing  the department to 

adopt  r e g u l a t i o n s .  The primary concern was over  e x c e s s i v e  c l e a r i n g  o f  

t r a i l s ,  damage done dur ing  t r a i l  c o n s t r u c t i o n ,  d e b r i s ,  damage from 

r epea ted  use o f  the same t r a i l s ,  p a r t i c u l a r l y  in A r c t i c  areas  dur ing  the 

summer months , and d i s t u r b a n c e  and damage to f i s h  and game r e s o u r c e s .

R e g u l a t i o n s  r e q u i r i n g  permits  f or  a l l  s e i sm ic  o p e r a t i o n s  were adopted



l a t e  i n  1969. S i n c e  th en ,  the  major concerns  have been taken c are  o f  by

r e q u i r i n g  o p e ra t o r s  to  op e ra t e  o n l y  dur ing p e r iod s  which w i l l  prevent  or

min im ize  d i s t u r b a n c e ,  u t i l i z e  e x i s t i n g  t r a i l s  when p o s s i b l e ,  remove a l l  

d e b r i s ,  u t i l i z e  equipment which w i l l  do the l e a s t  damage in c r o s s  country  

t r a v e l ,  a v o id  c r i t i c a l  f i s h  and game area s  and r e h a b i l i t a t e  any d i s tu rb ed  

a r e a s .  In a d d i t i o n ,  the  o p e ra t o r s  have gone back and c le an ed  up some o f

the d e b r i s  l e f t  over  from the p a s t  o p e r a t i o n s .

The s t a t e  r e g u l a t i o n s  a re  p r im a r i l y  for  env ironmenta l  c o n t r o l  and op era t o r s  

are no t  r equ ired  to  f i l e  survey r e s u l t s .  They are r e q u i r e d ,  however,  to 

f i l e  the l o c a t i o n  o f  t r a i l s ,  camps and s e i sm ic  l i n e s  to  f a c i l i t a t e  f i e l d  

i n s p e c t i o n .

A dm in i s t r a t i on

The M in e r a l s  S e c t i o n  in the D i v i s i o n  o f  Lands was the agency p r im a r i l y  

r e s p o n s i b l e  f o r  the a d m in i s t r a t i o n  o f  the s t a t e ' s  o i l  and gas l e a s i n g  

program u n t i l  O c tober  1976. The program r e c e i v ed  t e c h n i c a l  support and 

d i r e c t i o n  from the D i v i s i o n  o f  O i l  and G a s ,  and, to a l e s s e r  e x t e n t ,  the 

D i v i s i o n  o f  G e o l o g i c a l  and G eophy s i c a l  Survey s .  F i e l d  s u r v e i l l a n c e  

support  was a l s o  p rov ided  by the D i v i s i o n  o f  Lands '  D i s t r i c t  o f f i c e s .

The a c t i v i t y  was c o n s o l i d a t e d  w i th  a l l  ' ;he land owner minera l  f u n c t i o n s  

in  a new d i v i s i o n  the D i v i s i o n  o f  M in e r a l s  and Energy Management in 

October  1976.

The o r i g i n a l  M in e r a l s  S e c t i o n  had r e s p o n s i b i 1i t y  for  a l l  coa l  and l o c a t -  

a b l e  minera l  a c t i v i t i e s  on s t a t e  l a n d s ,  in a d d i t i o n  to o i l  and ga s .



They  reached a peak o f  13 employees in  1962, which g r a d u a l l y  decrea sed  

to the  t o t a l  o f  9 a u t h o r i z e d  p o s i t i o n s  a t  the  time o f  c o n s o l i d a t i o n  i n t o  

the D i v i s i o n  o f  M in e r a l s  and Energy Management. There are  no exac t  

f i g u r e s  on the  number o f  p o s i t i o n s  i n v o l v ed  w i th  the  s t a t e  l e a s i n g  

program in  the  o th e r  d i v i s i o n s ,  but i t  p robab ly  has not exceeded f o u r ,  

based on the  number o f  p o s i t i o n s  t r an s f e r r ed  in the c o n s o l i d a t i o n .  In 

a d d i t i o n ,  l e s s  than two p o s i t i o n s  have been d i r e c t l y  i n v o l v e d  in the  two 

minera l  a c t i v e  d i s t r i c t  o f f i c e s .

The a d m in i s t r a t i o n  o f  the  p re sen t  system i s  s imp le  because  o f  a w e l l  

under s tood ,  h i g h l y  p r e d i c t a b l e ,  and to a l a r g e  e x t e n t ,  s e l f  ex e cu t ing  

l e g a l  and p o l i c y  framework. The p a s t  a d m in i s t r a t i o n  o f  the presen t  

system p la ced  c o n s i d e r a b l e  dependence on the "market p l a c e "  to i n su r e  a 

f a i r  re turn to  the s t a t e  f o r  i t s  o i l  and gas r e s o u r c e s ,  thereby  r e q u i r i n g  

a minimum o f  a d m in i s t r a t i v e  expense and d i s c r e t i o n .



T A B L E  HO. 1
COMPARISON OF FEDERAL AND STATE OIL AND GAS LEASING PROVISIONS*

(1) Maximum allowable acreage 
under oil and gas leases and 
options held by any one person 
or corporation (excluding 
leased acreage ccinmitted to 
cooperative or unit plan of 
development).

(2) Term of noncompetitive oil 
and gas leases.

(3) Extension of lease term if 
actual drilling is underway 
at expiration date.

(4) Annual rental 
noncompetitive leases

Provision

(5) Royalties -
(Minimum royalty of $l/per 
acre in lieu of rental after 
discovery of oil or gas).

Existing law (Federal Lands) HR 10455 (Federal lands) State law (State lands)

100.000 acres under lease and
200.000 acres under option

300,000 acres under lease 
& option, but not more 
than 200,000 acres under 
option,in each of 2 
leasing districts.

500.000 acres on tide & 
submerged lands,plus
500.000 acres on uplds., 
without regard to lease , 
or option status.

5-year primary term with right 
to oiva 5-year extension

None provided

50 cents per acre first year; 
2nd and 3rd years waived; 25 
cents per acre for 4th and 5th 
years; 50 cents per acre for 
6th tliru 10th years

Nonccmpeti tive
w  —

Cnmfxititivo
Not less tlian 12'j%

10-year primary term-no 
extension

2-year extension

5-year primary term with 
right to 1 5-year ext.

Extension until 90 days 
after such drilling has
ceased

50 cents per acre per year 50 cents per acre per yr.

Noncompetitive

Competitive 
Not less tlvin 12**%

Noncompetitive 
12V% except that royalty 
shall Ixj 5% on production 
from lease containing 
discovery well on new 
geologic structure for 
10 years following dis­
covery date.
Competitive
Not less than 12**%,except 
that royalty shall be 5% 
on production from lease 
containing discovery well 
on new geologic structure 
for 10 years following 
discovery date.

‘Taken from a |viper presented at the Fifth Annual Mining, Minerals and Petroleun Conference by riiil R. Moldsworth, 
Oaninissioner. IX.pt, of Natural Resources, Aiiril, 1960 ^



TABLE NO. 2*

J a n u a r y  3, 1962

Mr. J a lmar Kerf tula 

Al a s k a  House of R e p r e s e n t a t i v e s  

Star Route 

Palmer, A l a s k a

Dear Mr. Kerttula:

T h i s  is in r e s p o n s e  to the q u e s t i o n  raised by you in m y  o f f i c e  

as to what c h a nges in l a w  would be required to g i v e  the C o m m i s s i o n e r  of 

Na t ural Resources m o r e  a u t h o r i t y  to d e c l a r e  lands c o m p e titive for oil 

and gas leasing. The l a w  n o w  provides, S e c t i o n  I, A r t i c l e  8, C h a pter 169,

SLA 1959, "As h e r e i nafter provided, lands m a y  be withheld fr o m  lease 

a p p l i c a t i o n  on a first-come, f i r s t - s e r v e d  basis, and offered onl y  on a 

co m p e t i t i v e  bid basis wh e n  de t e r m i n e d  by the Commissioner to be in the 

best interests of A l a s k a . "  Thus, the C o m m i s s i o n e r  now has the a u t h o r i t y  

to open the land for c o m p e t i t i v e  bidding, but as provided in Section I,

A r t i c l e  8, (7)a, "All tide and s u bmerged lands, m e n t a l  h ealth lands, school

lands, and u n i versity lands shall be leased by co m p e t i t i v e  b i d d i n g -----------

and whenever oil or gas is d i s c overed in an? well in commercial q u a n t i t i e s . 

the Commissioner shall d e t e r m i n e  the extent of the, area of any lands in 

a d d i t i o n  to tide, submerged, m e n t a l  h e a l t h  lands, school or u n i v e r s i t y  lands 

in the same general area of the d i s c o v e r y  well, w h i c h  by reason of such 

d i s c o v e r y  the C o mmissioner r e a s o n a b l y  believes to be capable of pro d u c i n g  

oil or g a s , and such a d d i t i o n a l  lands shall be leased by c o m p e t i t i v e  b idding."

If the wording, " w henever o il or gas is d i s c overed in c o m m e r c i a l  

quantities," were amended to add, "or where sufficient geological or g e o­

physical data are a v a i l a b l e  to p r o vide evidence of a favorable g e o l o g i c a l  

structure," there would be an o p p o r t u n i t y  for the State to enc o u r a g e  oil 

and gas exploration, to shorten the lapsed time between leasing and e x p l o r a­

tion, and to m a t e rially a d v ance the f i n a n c i a l  well being of the State by 

leasing c o m p etitively areas that now must be leased n o ncompetitively. At 

the same time it would not eliminate n o n c o m p e t i t i v e  leasing in w i l d c a t  

areas where geological or geophy s i c a l  e x p l o r a t i o n  has not been conducted.

Perhaps it would be w o r t h w h i l e  to r e v i e w  what has recently 

happened in the last n o n c o m p e t i t i v e  ar e a  in the Tyonek. Because there were 

no producing wells in the area, and because the land was acquired under 

the general grant p r ovision of the law, we could not offer to lease c o m­

petitively even though intense interest was expressed by o il com p a n i e s  and 

suggestions were made by some c o m pany r e p r e s e n t a t i v e s  that they would cons i d e r  

p r oviding the State with g e o l o g i c a l  and g e o p h y s i c a l  dat a  if the land could 

be leased competitively.
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We offered 82 tracts of a p p r o x i m a t e l y  2560 acres each during 

a 30 d a y  simultaneous filing period. Following a r e  the r e s u l t s  of the 

opening, as compared w i t h  wha t  m i g h t  have been expected under the above 

l e g i s l a t i v e  language:

As Held Under Present 

Law and Regulations

Total number of leasing tracts, 

82 of 2560 acres each

Number of a p plications or 

bids per tract 15 - 703

Number of applic a t i o n s  or 

bids from oil companies 1 - 3 0

Number of tracts leased 

noncompe t i t i v e l y  to 

d a t e  80

N u m b e r  of tr a c t s  l e a s e d  

c o m p e t i t i v e l y  N o n e

A p p l i c a t i o n  f ee s

R e c e i v e d  $267,6<*0

C o s t  of P r o c e s s i n g  $ 5 0 , 0 0 0

R e n t a l s ,n o n c o m p e t i t i v e  

@ 5 0 c / a c r e  $ 96,087

R e n t a l s , c o m p e t i t i v e  

@ $ 1 . 0 0 / a c r e  N o n e

B o n u s  Bi d s  N o n e

T o t a l  S t a t e  R e v e n u e  $ 3 1 3 , 7 2 7

Prob a b l e  - If 

L e g i s lation W e r e  Amended

A p p r o x i m a t e l y  320 of 

640 acres each

0 - 1 0

0 - 1 0

P r o b a b l y  22 0

P r o b a b l y  1 0 0

$ 100,000 

$ 20,000

$ 64 ,08 7

$ 6 4 , 0 0 0

$ 7 , 9 9 0 , 0 0 0

$ 8 , 1 9 8 , 0 8 7

T h e  b on us  bi d s  w e r e  e s t i m a t e d  at  the s a m e  a v e r a g e  per  a c r e  r a t e  

as  t h o s e  r e c e i v e d  f r o m  the n e a r b y  T y o n e k  m e n t a l  h e a l t h  sale, o r  $ 1 2 4 , 8 5  

per  acre. It is b e l i e v e d  the past e x p e r i e n c e  in the  m e n t a l  h e a l t h  a r e a  

m i g h t  be s o m e w h a t  c o m p a r a b l e ,  a l t h o u g h  this  c a n n o t  be v e r i f i e d .  A t  l e a s t  

for  d i s c u s s i o n  p u r p o s e s  it m a y  be a s s u m e d  that the m e n t a l  h e a l t h  s al e  is 

a f a i r  i n d i c a t i o n  of the v a l u e  of the land in the n e a r b y  n o n c o m p e t i t i v e  

a re a,  p r o v i d i n g  yo u a p p l i e d  t h e s e  v a l u e s  Co l a n d s  c o n s i d e r e d  to be 

s u f f i c i e n t l y  v a l u a b l e  by o p e r a t i n g  c o m p a n i e s  that they  w o u l d  n o m i n a t e
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t h e m  f o r  c o m p e t i t i v e  b i d d i n g  a n d  b a c k  u p  the n o m i n a t i o n  w i t h  s u f f i c i e n t  

g e o l o g i c a l  o r  g e o p h y s i c a l  d a t a  to c o n v i n c e  the C o m m i s s i o n e r  o f  t h e i r  o i l  

a n d  g a s  p o t e n t i a l .

It is a k n o w n  f a c t  t h a t  l e a s e s  a c t u a l l y  h a v e  b e e n  a s s i g n e d  a t  t h r e e  

to s e v e n  d o l l a r s  p e r  a c r e  w i t h  a  t h r e e  to s e v e n  per ce n t  o v e r r i d i n g  r o y a l t y .

A s  l o n g  a s  o n l y  t h r e e  of t h e  8 2  l e a s e s  w e r e  d r a w n  b y  an d i s s u e d  to o p e r a t i n g  

o i l  c o m p a n i e s ,  it m a y  be a s s u m e d  t h a t  m o s t  of t h e  l e a s e s  w i l l  b e  a s s i g n e d ,  

in  f a c t ,  25 l e a s e s  t o t a l i n g  6 3 , 0 2 6  a c r e s  h a v e  a l r e a d y  b e e n  a s s i g n e d .

It c a n  h a r d l y  b e  sa i d  tha t th i s  s o - c a l l e d  ’’n o n c o m p e t i t i v e  l e a s e  open- 

i n t "  w a s  in  a n y  s e n s e  a c t u a l l y  n o n c o m p e t i t i v e .  T h e  t a b u l a t i o n  b e l o w  d e m o n­

s t r a t e s  th a t  it  was  h i g h l y  c o m p e t i t i v e  s i n c e  o n e  to t h i r t y  (or a n  a v e r a g e  

of t w e l v e )  o i l  c o m p a n i e s  f i l e d  o n  e a c h  t r a c t  a l o n g  w i t h  th e h u n d r e d s  of o t h e r  

p e r s o n s  w h o  filed:

T r a c t  £ O i l  Com. A p p .  Ap p .  F i l e d  T r a c t  ff Oil  Com. App . App . F i l e d

- 1 7 67 S - 1 3 - 5 - 1 19 3 0 9

2 8 54 2 20 204

3 7 73 3 10 173

4 8 83 4 16 86

5 11 1 0 0 5 8 70

6 10 97 6 7 39

7 9 78 7 6 36

8 7 8 9 8 10 91

9 9 90 0+ 18 157

1 0 11 83 10 24 1 65

11 10 52 11 25 3 1 1

12 6 4 1 12 25 417

13 7 37 13 21 572

14 3 29 14 20 3 1 6

15 4 3 0 15 24 250

16 5 28 16 21 172

17 3 22 17 15 97

18 5 32 18 8 4 0

19 4 39 19 2 21

20 2 22 20 3 23

21 5 4 2 21 7 31

22 4 45 22 9 55

23 12 10 2 23 16 112

24 16 1 2 4 24 23 191

25 16 1 1 7 25 27 4 5 1

26 17 1 5 1 26 27 533
27 16 14 5 27 3 0 716
28 11 1 0 6 28 24 68 9

29 8 56 29 26 679
30 2 24 3 0 26 504

31 2 19 31 19 215

32 1 15 32 15 1 3 9
33 5 29 33 8 77

34 7 65 34 4 52

35 16 1 0 3 35 4 36
36 15 1 4 1 36 2 34

37 20 1 9 8 37 3 38
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■38 2 . 63
39 4 64

40 7 83
41 7 150
42 19 273
43 23 586
44 26 632
45 29 703

Fr o m  suggestions m a d e  b y  industry representatives, and fro m  the 

number of applications filed by oil companies, it may be fairly assumed 

that sufficient geophysical or geological information was a v a i l a b l e  to 

hrve justified substantial co m p e t i t i v e  bidding o n  at least one third of 

the tracts, if it had been p o s s i b l e  for the State to offer selected lands 

competitively.

It should be noted also that c o m p e titive bidding, esp e c i a l l y  where  

bids a r e  high, results in Immediate a c tion in exploration; w i t n e s s  the 

road building and drilling w h i c h  has occurred in the T y onek d u r i n g  the 

seven m o n t h s  immediately following the sale. On the other hand, the 

period immediately following n oncompetitive leasing is occupied with 

n e g o t iation of assignments to put together a large enough " p a c k a g e”

( t w e n t y  to t h i r t y  t h o u s a n d  a c r e s ) ,  to j u s t i f y  g e o l o g i c a l  or g e o p h y s i c a l  

e x p l o r a t i o n  p r i o r  to d r i l l i n g .  If t h e r e  w e r e  the p o s s i b i l i t y  of self 

p r o t e c t i o n  by c o m p e t i t i v e  b i d d i n g ,  e x p l o r a t o r y  w o r k  w o u l d  be c a r r i e d  o u t  

p r i o r  to l e a s i n g  so that t h e  c o m p a n y  c o u l d  p r o p e r l y  e v a l u a t e  b i d d i n g  level s.

A n y  p r o p o s a l  for e x t e n s i o n  of c o m p e t i t i v e  l e a s i n g  w i l l  be  o b j e c c e d  to 

by s o m e  c o m p a n i e s  and m a n y  i n d e p e n d e n t s  b e c a u s e  it r e p r e s e n t s  3 c h a n g e  and 

b e c a u s e  the " s m a l l  m a n "  cannot: c o m p e t e  w i t h  the l a r g e  c o m p a n i e s  in s e i s m i c  

e x p l o r a t i o n ,  or i n  d o l l a r s  paid at  the sale, thus, he m u s t  d e p e n d  u p o n  c h a n c e  

a n d  s k i l l f u l  n e g o t i a t i o n  to b l o c k  up a c r e a g e .

In s t r i c t l y  n o n c o m p e t i t i v e  w i l d c a t  a r e a s  n o n c o m p e t i t i v e  l e a s i n g  and 

i n d e p e n d e n t  a c t i v i t y  to " p a c k a g e "  a c r e a g e  m a y  s e r v e  to p r o m o t e  e x p l o r a t i o n  

a n d  u l t i m a t e  d e v e l o p m e n t ,  thus, t here is m u c h  to be sai d for p r e s e r v i n g  the 

n o n c o m p e t i t i v e  system. T h e  l i m i t e d  a u t h o r i t y  p r o v i d e d  to t he  C o m m i s s i o n e r  

by the a b o v e  s u g g e s t e d  l e g i s l a t i v e  l a n g u a g e  w o u l d  r e s u l t  in m u c h  land b e i n g  

left o p e n  to n o n c o m p e t i t i v e  b i d d i n g ,  a nd p r o b a b l y  w o u l d  a d e q u a t e l y  p r o t e c t  

the " s m a l l  m an ".  At the s a m e  time, the " u n d u e  e n r i c h m e n t "  of a f e w  i n d i v i d u a l s  

w h o  c o n t r i b u t e  l i t t l e  or n o t h i n g  to d e v e l o p m e n t  c o u l d  be  r e p l a c e d  by s u b­

s t a n t i a l  a d d i t i o n a l  r e v e n u e s  for the State, w i t h o u t  n e c e s s a r i l y  i n c r e a s i n g  

th e c o s t  to the o i l  c o m p a n i e s  b e c a u s e ,  as I hav e  p o i n t e d  out ab o v e ,  the 

c o m p a n i e s  c o m p e t e  to b u y  i n d i v i d u a l  a s s i g n m e n t s  a f t e r  a n o n c o m p e t i t i v e  

o p e n i n g .  T h e  p r i c e s  m a y  be s u b s t a n t i a l  o n  i n d i v i d u a l  tra ct s - in the last 

sa l e  a m o u n t i n g  to m o r e  tha n $ 2 0 , 0 0 0  pe r tract. In a d d i t i o n ,  the l a n d m a n  for 

t h e  c o m p a n y  m a y  ha v e  to e x p e n d  a g r e a t  a m o u n t  of time and t r a v e l  to d i f f e r e n t  

p a r t s  of the U n i t e d  S t a t e s  to c o m p l e t e  the n e g o t i a t i o n s  for a b l o c k  of land.
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I t r u s t  t h e s e  t h o u g h t s  w i l l  b e  of v a l u e  to yo u .  A l l  t h a t  I h a v e  

said  a b o v e  s u p p o r t s  y o u r  e x p r e s s e d  b e l i e f  t h a t  it w o u l d  be i n  t h e  S t a t e ' s  

i n t e r e s t  to i n c r e a s e  t h e  a u t h o r i t y  of t h e  C o m m i s s i o n e r  to c l a s s i f y  l a n d s  

a s  c o m p e t i t i v e .

I s h a l l  be g l a d  to d i s c u s s  th e s u b j e c t  f u r t h e r  w h e n  y o u  a r e  i n  

A n c h o r a g e .  So t h a t  C o m m i s s i o n e r  H o l d s w o r t h  w i l l  k n o w  o f  y o u r  i n t e r e s t ,  I 

a m  s e n d i n g  h i m  a  c o p y  of this l e t t e r .

V e r y  s i n c e r e l y  yo ur s ,

R o s c o e  E. Bel l 

D i r e c t o r

R E B : d f o

cc: P h i l  R. H o l d s w o r t h ,  C o m m i s s i o n e r

*This letter was retyped from a copy for r e p r o d u c t i o n  purp o s e s

1962

-37-



T A B L E  MO. 3*
ALASKA OIL AND GAS LEASE STATISTICS

FEDERAL AND STATE LANDS

NO. LEASES ACREAGE IN EFFECT RENTAL ROYALTY BONUS

fy FED. STATE FEDERALj STATE FEDERAL STATE FEDERAL STATE FED. STATE
1950 9 19,014 3,600

51 35 77,005 6,850
52 139 102,379 22,018
53 703 1,370,703 317,114
54 1020 1,032,700 130,405
55 1696 2,519,046 l 220,016
56 1901 2,014,742 460,616
57 3305 6,516,746 039,270

50 9191 19,552,999 3,643,740

59 15,083 77 32^100,429 104,917 5,702,639 04,123 223,795 4,020,342
60 16,547 305 34,900,143 306,419 3,006,220 264,297 206,027 7,885,059 !
61 13,109 567 26,013,360 1,352,561 3,358,502 493,941 499,165 14,270,010

62 10,655 009 21,100,109 1,600,279 5,412,241 1,113,709 2,478,178 19,850,338 \
63 7713 1122 15,005,900 1,712,559 5,477,454 1,299,258 3,806,851 3,042,681
64 6106 1534 11,006,461 2,251,613 6,150,363 1,924,237 3,749,559 120,475 5,537,101

. 65 5496 2151 10,046,033 3,196,401 3,005,992 2,664,554 3,629,330 2,606,398 10,819,017
66 5456 2799 9,777,022 3t 546j432 4,760,014 2,000,509 3,709,513 2,654,854 0.655.937
67 4205 3420 7,940,751 3,732,036 4,710,505 j , 067,195 3,710,250 2,829,571 21,766,565

60 3943 3704 6,902,966 3,939,602 3,215,078 3,123,346 5,505,100 3,444,597 1,042,220
69 4234 3707 6,909,121 4,320,463 3,256,070 3,454.160 •>, I >'>,•! / / 900,041,605
70 3995 3379 6,528,130 4 ,0 'j ,249 3,171,575 3,199,772 5,995,666 2,875.755 455,641
71 3132 3202 5,574,400 3,936.600 2,722,030 3,073,624 1 ■":> _3,Q 4Z ,273_
72 2794 3545 5,010,526 4,322,914 2,312,025 3,444,040 5,74]., i 75 2,20 4,0 76. 4 ,0 12,847
73 2443 , J')73 4,509,970 4,316,016 2,171,032 3,404,169 4,940^573 3,336,761 24,819*190
74 2223 3742 4,314,719 4,053,530 1,947,010 3,711,937 7,915,996 3,605,389 1,040,910
75 1955 3264 3,695,933 4,272,705 908,733 3,365,300 0,591,579 3,424,164

on frrm  H(M im h lic  lan d  S t a t i s t i c s  and S ta te  of: A l ^ i a ,  D iv is io n  o f  L a n d s ', M onthly M in e r a l 's  S e c t i o r ^ p o r t s



/uaSKA O IL  AND HAS nsVlSNUE STATISTICS 
FEDERAL AND LANDS

Calendar FED.REVENUE O&G PYIWS. MINERAL INCOME FROM STATE LAND

Year Rental Royalty O&G Rental Oil Royalty Gas Royalty O&G Bonus

1959-64 $23,383,432 $11,483,598 $ 3,055,753 $ 120,475 $ $ 51,578,686

1965 3,425,393 3,266,397 2,606,398 96,233 14,889,797

1966 4,092,165 3,600,774 2,654,854 941,562 7,153,332

1967 3,526,398 4,070,551 2,829,571 3,517,136 20,256,124

1968 2,894,533 4,954,597 3,444,597 14,232,822 241,309 4,045,493

1969 2,931,183 5,,188,929 3,161,993 17,395,223 391,048 900,046,372

1970 2,854,418 5,396,099 2,075,755 22,146,497 755,861

1971 2,449,835 5,508,719 3,047,279 23,730,460 897,074 455,641

1972 2,055,751 4,755,461 2,904,076 24,539,420 961,821 1,620,146

1973 1,857,677 3,784,070 3,336,761 22,013,132 1,053,021 7,313,700

1974 1,756,031 5,951,102 3,605,389 35,193,392 1,235,014 20,891,159

1975 058,031 7,830,937 3,424,164 37,234,774 3,020,140 2,524

Totals $52,005,647 $65,791,322 $37,826,590 $201,161,126 $0,564,088 $1,028,252,974

I
U)
U3
I

*Based on d a ta  in Division of Lands' Annual Report, 1975



T A B L E  NO. 5

COMPETITIVE OIL AND GAS LEASING CF STATE LAN3S

Acres Percent Acres Tracts Tracts Bonus
Sale No. and Date Offered Leased Leased $/Acre Offered Leased Received

1. Dec. 10, 1959 88,055.00 87.66 77,191.00 $ 52.08 37 31 $ 4,020,342.43
2. July 13, 1960 17,567.51 93.96 16,505.57 24.70 27 26 407,654.54
3. Dec. 7, 1960 73,047.70 31.30 22,866.70 1.54 26 9 35,325.31
4. Jan. 25, 1961 400.00 100.00 400.00 679.04 3 3 271,614.40
5. May 23, 1961 97,876.00 98.06 95,980.00 74.71 102 99 7,170,464.88
6. Aug. /•, 1961 13,257.00 100.00 13,257.00 8.35 6 6 110,671.55
7. Dec. 19, 1961 255,708.44 73.14 187,025.40 79.47 68 53 14,863,049.33
8. April 24, 1962 1,061.70 100.00 1,061.70 4.81 8 8 5,097.00
9. July 11, 1962 315,668.93 87.77 264,437.13 59.42 89 76 15,714,112.60

10. May 8, 1963 167,583.06 84.43 141,490.51 29.23 200 158 4,136,224.92
11. C A N C E L L E D  BECAUSE OF U.S. PROTEST ON YAKUTAT BAY AREA -
12. Dec. 11, 1963 346,782.40 71.25 247,089.00 12.31 308 207 3,042,680.74
13. Dec. 9, 1964 1,194,373.00 60.51 722,659.00 7.66 610 341 5,537,100.94

?  14. July 14, 1965 754,033.00 53.45 403,000.00 15.25 297 159 6,145,472.59
15. Sept. 28, 1965 403,042.06 74.07 301,751.28 15.49 293 216 4,674,343.74
16. July 19, 1966 184,410.05 72.66 133,987.29 52.55 205 153 7,040,880.17
17. Nov. 22, 1966 19,229.70 96.67 18,589.70 7.33 36 35 136,279.67
18. Jan. 24, 1967 47,729.00 88.82 42,397.00 34.87 23 19 1,478,777.23
19. Mar. 20, 1967 2,560.00 R  E J E C T  E D 12-9-74----------
20. July 25, 1967 311,249.89 82.39 256,447.31 73.14 295 220 18,757,340.88
21. Mar. 26, 1968 346,623.00 47.59 164,961.00 18.24 308 147 3,009,224.00
22. Oct. 29, 1960 111,199.40 54.20 60,272.15 17.29 230 125 1,042,219.90
23. Sept. 10, 1969 450,850.47 91.50 412,540.47 2 ,181.66 179 164 900,041,605.34
24. May 12, 1971 196,635.07 47.10 92,617.97 4.87 244 106 455,640.57
25. Sept. 26, 1972 325,401.42 54.70 178,244.71 7.43 259 152 1,324,673.40
26. Dec. 11, 1972 399,920.96 44.50 177,972.56 8.75 218 105 1,557,848.84
27. May 9, 1973 300,400.81 36.93 113,891.71 9.93 210 96 1,130,324.51
28. Dec. 13, 1973 166,648.04 50.69 97,803.69 253.77 98 62 24,819,189.91
29. Oct. 23, 1974 270,269.43 50.00 127,119.65 0.19 164 82 1,040,909.98

6,077,591.12 63.57 4,371,567.50 $ 235.09 4,544 2,858 $1,02 7, 96 $,0 69 .3 7



£  STATE rjCMPTTITIV^ALE AREAS

^ le#________________  Salej_____________Area___________________Sale!_________________ Area.

YakutatBay(Cancelled) 20.1. Wide Bay; offsh. Kenai to 11.
Ninilchik; Kaohemak Bay 12.

2. Kenai Penin; West Forelands; 
Nushagak Bay

3. Katalla;Kalifonsky Beach;
Herenden Bay;offsh.Kodiak 13.

4. Uplds. Ninilchik
14.

5. Tyonek;Controller Bay;Pavlov
Bay 15.

6. Controller Bay

7. Icy,Yakutat,Kachanak Bays; 16.
So.Kenai Penin;No.CookInlet

8. Big Take

9. Tyonek;W.Forelands;KnikArm; 17.
Ka lg i n I sld; Chi s ikl s lxl; South 
Ker>aiPenin;Wide Bay 18.

10. Tyonek;Kenai offsh.&uplds. 19.

BelowForelards; Knik&Turn- 
againArms; UpperCooklnlet; 
KenaiPenin.;Tyonek toKatunu 21. 
River

22.
Fire Island;W.Forelands; 
Trinitylslds; Prudhoe west

Prodlvae west to Canning River 23.

Firelsld & N.Cook Inlet; 24.
Falgin Isld & Redoubt Bay;
Knik; So.Kenai Penin.

25.
Kenai Penin & Knik; Middleton 
Isld; Fire IsldjRedoubtBay;
Kalgin Isld;Illiamna Mt; 26.
No.Cook Inlet

Big lake; Kenai 27.

Katalla; Prudtoe 28.

Lower Cook Inlet 29.

Big Take;Knik;Illiamna Mt;

Beluga ;N.CookInlet; Kalgin Isld; 
Ninilchik

Port Heiden & Port Moller
4

Big Lake;Knik; Beluga; West 
Forelands; Ninilchik ;Kachanak& 
Kenai

Colville to Canning River

Big Lake; Knik; Kenai; West 
Forelands

Big Lake; Knbc; Beluga; North 
Cook Inlet

Cook Inlet (between Forelands and 
Turnagain Arm)

Tuxedni; Ninilchik; Kenai; Kalgin

Ninilchik; Kachemak Bay; Beluga

Kalgin & Vtest Forelands; Chisik; 
Ninilchik; N.Cooklnlet; Turnagain; 
Big Lake



COOK I ' m 1 OFFS! 1C - COMPETITIVE LEASE SALES

i

rv>
i

2
3

7

9

10 12 
13

15

16

19

20 

22

24

25

26

27

28 

29

Sale it

1

Acres Offered

31.165.00

9.497.00 

1,051.70

203.466.00 

310,310.46

81.767.00 

260,330c 00

184.413.00 

386,350.36 

119,182.32

2.560.00 

109,256.09

1,342.55

326.20

74,999.96

345,174.26

258,545.29

149,567.15

275,528.66

Acres Leased % Leased Bonus Paid $/PerAcre

Total 2,893,633.00

25,621.00 82.21 $ 2,976,542.43 116.18

8,435.00 88.82 68,788.79 8.16

1,851.70 100.00 10,026.25 5.41

146,126.00 71.82 14,411,099.13 98.62

264,437.13 83.74 15,626,116.56 59.24

75,669.00 92.54 1,058,658.96 14.00

184,248.00 68.66 2,623,661.46 14.24

149,009.00 84.47 1,055,868.09 7.08

287,383.36 74.38 4,581,240.94 15.94

76,393.61 64.10 1,241,432.01 16.25

2,560.00 100.00 2,585.60 1.01

175,836.00 92.85 10,124,003.52 103.13

894.85 66.65 6,015.72 6.72

198.50 60.86 617.73 3.11

12,979.71 17.00 81,439.22 1.59

130,273.03 30.00 1,144,060.16 11.38

75,34.J.91 29.00 747,664.34 9.89

80,722.00 53.97 24,819,109.91 306.43

123,598.00 44.85 933,934.01 7.00

097,573.56 6:5.57

4 1

i____

39,512,994.03 47.17

J  _



NORTH SLOPE COMPETITIVE LEASE SALES 

Sale ft Acres Offered Acres leased % Leased Bonus Paid $/PerAcre

13 624,457.00 466,180.00 74.65 $ 4,376,523.30 9.39

14 754,033.00 403,000.00 53.44 6,145,472.59 15.25

18 37,662.00 37,662.00 100.00 1,469,645.39 13.11

23 450,050.47 412,548.47 91.50 900,041,605.30 2,181.66

Total 1,867,010.47 1,319,390.47 70.67 $912,033,246.58 691.25
I

C O
I



TABLE 5 -D

GULF OF ALASKA COMPETITIVE LEASE SALES

Sale I Acres Offered Acres Leased % Leased Bonus Paid $/PerAcre

3 12,275.00 5,257.00 42.83 $ 5,777.81 1.10

5 23,508.00 23,508.00 100.00 66,203.88 2.82

6 13,257.00 13,257.00 100.00 110,671.55 7.67

7 50,457.00 39,207.00 77.70 269,390.20 6.87

12 6,635.70 0 0 0 0

16 30,969.00 27,152.00 87.67 4,457,131.30 1.64

18 10,067.00 4,735.00 47.03 9,131.84 1.92

Total 147,168.70 113,116.00 76.86 $4,918,306.58 4.35

! I



tT A B L E  5-

WIDE RAY AND KODIAK COMPETITIVE LEASE SALES

- l  V i <

Sale if Acres Offeree! 

1 56,890.00

9 (Uni.) 678.47

9 (Offsh.) 4,680.00

13 (Kodiak)385,503.00

Acres Leased

51,570.00 

678.47 

0

107,390.00

% Leased 

90.65 

100.00 

0

27.85

Bonus Paid 

$1,043,800.00 

87,996.04 

0

104,709.55

$/Per Acre 

20.24 

129.70 

0

97.50

i
-p*
Ol
I

Total 447,751.47 159,638.47 35.65 $1,236,505.59 77.46



-
4
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T A B L E  5-F

BRISTOL BAY COMPETITIVE LEASE SALES

Sale # Acres Offered Acres Leased % Leased Bonus Paid $/Per Acre

2 4,341.00 4,341.00 100.00 $ 11,937.75 27.50

3 58,921.00 15,758.00 26.74 19,521.25 1.24

5 16,093.00 16,093.00 100.00 65,727.62 4.08

21 346,623.00 164,961.00 47.59 3,009,224.00 18.24

TOtal 425.978.00 201,153.00 47.22 $3,106,410.62 15.44



T A B L E  NO. 6*

COMPETITIVE LEASES & ACREAGE BY YEAR

Year NO. Lses. Iss. Acreage Cumulative 1

1960 54 88,639 88,639

1961 117 132,388 217,970

1562 61 188,085 367,447

1963 161 143,354 487,530

1964 219 279,092 671,095

1965 699 1,387,351 2,035,648

1966 187 154,498 2,007,064

1967 242 300,764 2,103,709

1968 272 225,306 2,170,626

1969 163 410,025 2,415,783

1970 1 2,523 2,128,070

1971 106 92,616 2,063,396

1972 145 169,365 2,073,691

1973 211
1

301,714 2,291,295

1974 146 225,709 2,476,388

1975 0 0 2,470,013

*Data ccnpilod fran Division of Lands, Mineral's Section Monthly Reports



T A B L E  N O .  7*

NONCOMPETITIVE SIMULTANEOUS FILINGS BY YEAR

INCLUDING 1ST YEAR REtTEAL & FILING FEE REVENUE
1

Year No. Aplns. Filing Fees Received Acreage Leased 1st Year Rentals

1961 13,333 $ 267,660 192,174 $ 96,087

1962 13,966 279,320 462,466 231,233

1963 5,187 103,740 230,539 115,270

1964 1,336 26,720 116,971 58,486

1965 2,448 48,960 205,692 102,846

1966 5,585 ill,700 203,880 101,940

1967 18,503 370,060 317,071 158,536

1968 13,162 263,240 334,073 167,037

1969 13,963 279,260 409,217 204,609

1970 5,456 109,120 458,400 229,200

1971 6,973 139,460 287,020 143,510

1972 9,420 188,400 391,477 195,739

1973 8,679 173,580 295,923 147,961

1974 6,531 130,620 233,130 116,565

1975 7,796 155,920 189,301 94,651

Totals 132,388 $2,647,760 4,327,334 $2,163,670

*Data compiled from Division of Lands, Mineral's Section Monthly Reports

-48-



[
T A B L E  NO. 8* 

t'OCCMPLTITIVE ISSUED TJASF.B AND ACREAGE BY YEAR*2

P O D D I N G  CUMUIATIVE ACREAGE & RENTAL

Year SLses. Issued Acraaae Issued Cumulative Acreace

1960 72 51,519 51,519

1961 132 229,831 280,891

1962 248 489,654 748,934

i' 1963 172 328,054 870,352

1964 124 125,375 782,399

1965 210 222,212 747,582

1966 446 559,383 1,192,871

! 1967 481 350,241 1,357,678

| ’ 1968 273 341,265 1,559,605

1969 311 419,700 1,806,513

# 0 306 461,487 1,794,434

1971 227 287,060 1,653,478

■ 1972 337 391,477 1,666,241

1973 237 295,923 1,797,146

1974 423 764,535 2,373,324

1975 243 395,500 2,102,485

Totals 4242 5,713,216 20,785,452

Cumulative Rental*' 

$ 25,760

140,446 

374,467 

435,176 

391,200 

373,791 

596,436 

678,839 

779,803 

903,257 

897,217 

826,739 

833,121 

898,573 

1,186,662 

1,051,243 

$10,392,730

*^Data compiled fran Division of Lands, Mineral's Section Monthly Reports 
^Including Transferred Federal Leases & Offers 

* Calculated at 50C par acre

-49-



T A B L E  NO. 9

OIL AND GAS DISCOVERY ROYALTY CERTIFICATIONS

Well Name ADL# Acres Structure- Lessee Discovery

Falls Creek Unit#l 00590 3660
i

Falls Creek Sccal, etal 5 / V 6 1

MGS #1 17595 5106 MGS Amooo, etal 7/1/62

Cook Inlet State# 1A 17589 5002 Cook Inlet Amoco, etal 9/1/62

Beluga River Unit#l 17599 5001 Beluga River Socal, etal 1/1/63

Granite Pt. #1 18761 5089 Granite Point Mobil 6/1/65

Trading Bay #1A 18731 3840 Trading Bay Union, <rtal 6/1/65

Nicolai Creek State 

#1-A 17598 3023 Stedatna Creek Texaco, etal 5/1/66

Prudhoe Eay State 
#1 28303 2560 ARCO, etal Prudhoe Bay 1/1/68



“  a a n . . .  1 0 .
EXPLORATORY W ELL9^ STATE LEASES

T 1 T — T

Lease ADLl Type* Well Name Geographical Area Discovered Oil/Gas in Paying Quantities

I
cn

00590 C Falls Creek Unit 1 Cook Inlet Basin Yes
00591 II •i n ii 9 II II ft No
00592 II Ninilchik 1 II II II M

00600 II Wide Bay Unit 1 Alaska Peninsula H

01804 II W. Foreland Unit. 2 Cook Inlet Basin II

03174 II Chuit State 2 II II II It

03170 II II II 2 If •1 II •1
03193 II Chuitna River State 1 II II II H

03197 II Stedatna Creel: 1 II It II II

03264 II Three Mile Creel: State 1 •1 II II H

00070 N Cottonwood State 1 N II II M

17786 II Kusiatan River SI H II II

17579 C North Redoubt Slate 1 Cl II N Yes
17580 II State 17500 1 II II II No
17582 II SRS State 2 II II n II

17582 II SRS State 1 II II ii W

17582 II Tyonek State 17586 2 II •1 it 19

17585 II Nicolai Creek Unit 4 II •1 ii II

17587 (1 Tyonek State 1 II II ii II

17587 II Tyonek State 17587 2 M •1 ii H

17588 II Tyonek State 17580 1 II II ii if

17509 II Cook Inlet Staba 17589 1-A II II ii Yes
17589 II II II %M II 1 II II •i No
17591 II ............... 17591 1 M If it H

17594 II Grayling 1-A II II •i Yes
17594 II Grayling 1 ft II it No
17595 II MGS State 17595 3 II •1 ii ii

17595 II MGS State 17595 2 If II ii N

17595 II MGS State 1 II II ii Yes
17596 II E. Trading Bay State 3. II •1 ii No
17597 II Trading Bay State 1 M If it Yes
17597 II Trading Bay 2 II M ii No
17598 II Nicolai Creek State 1 M II n It

17598 II ............... 1-A If •1 ii Yes
17600 • 1 Ivan River Unit. 23-12 II M ii No

*C=Oampetitive N=1 Joncamjio t i t ive



Lease ADL# Type Well Name

I
cn
ro
i

17601 C W. Foreland Unit 1
17612 •V Coal Bay State 1
17797 N Jolwson Slough 1
17802 N Bachatna Creek Unit 7
18716 C Foreland Channel State 1-j
18716 II •i ii ii ^

18719 II
Oldman's Bay Street

18729 II Kustatan 1-A
18729 II 1
18731 II W. Trading Bay State 1
18731 II Trading Bay 3
18731 •1 " " 1-A
18731 •1 I. II II ^

18731 II Trading Bay State A-3
18740 II Cook Inlet State 18740 1
18741 H " 18741 1
18741 II " " " 18741 2
18742 II Tyonek State 18742 1
18745 II N. MGS State 18745 2
18745 II •1 II II II Y—fo

18745 II II N II II 1

18746 II MGS State 18746 1
18751 II E. MGS State 18751 1
18754 #

SRS MGS State 1
18755 II N. Cook Inlet State 1
18758 II W. Foreland Unit 4
18761 II Granite Pt. 1
18763 II Knik Arm State 1
18765 II 'tower 2
18765 II " 1
18772 It McArthur State 1
18774 •1 N. Trading Bay 23-7
18775 •1

Middle River State 95 1
18777 II \fcst Foreland Unit 3
18777 II

Middle River State 2
18788 II Stariclikof State Unit 1
18790 II Stariclikof State 1
18791. II

Kalgin Island State 1
18775 II

Middle River State Unit 1
20424 N Camptell Point 1
21067 ^ C Middle River State Unit 2

Geographical Area Discovered Oil/Gas in Paying Quantities

Cook Inlet Basin
II •1 II
II n II
II ii II
II ii II
II M II
II ii II
II it II
II ii II
II ii II
II ii •1
II ii II
II ii M
II •i II
II H 1 It
II II II
•• II •I
•1 II II
II II II
N •1 II
II II II
II II II
II II II
II •1 II
It II II
II II II
II II II
II •1 II
II II II
II •1 •I
II II II
II II •1
II II II
II II II
II II II
II II II
II •1 II
II II II
•1 II •1

•1 •1 II
II ^  II •1^  II

w

No
II

II

N

M

II

H

Yes
No
n

Yes
No
N

Yes
No
Yes
Yes
No
ii

ii

Yes
No
Yes
No
•I

Yes
No
•I

II

Yes
No
•i

Yes
No
N

Suspended
No
II

II



. r-

Ie a s e  ADi

21094
21095 
21095 
21136 
21154 
21184 
21095 
22008 
22064 
22106 
22119 
22170 
23601 
25425 
25514 
25514 
25518 
25532 
25551 
25575 
25633 
25635 
25651 
25651 
25658 
25662 
28239 
28239 
28241 
28248 
28252 
28255 
28257
28263
28264 
28264 
28275 
28281 
28287 
28289

9 Type

C
M

•I

If

II

II

II

II

•I

II

II

•I

N
C
II

II

II

II

te

i i

H
i i

i i

•i

it

i i

it

i i

i i

i i

i i

i i

i i

•i
it

i i

i i

i i

i i

i i

Well Name

Kasilof Unit 2
If 19 ^

Kasilof State 1 
Sasitna State Unit 1 
Lorraine State 1 
Middle Lake Unit 1 
Kasilof State 2 
Turnagain Arm Unit 1 
Redoubt Shoal State 22064 

Kustatan Itidge 1 
Middle River State 1 
W. Tyonek 1 
Beaver lakes State 1-B 
Kustatan River Unit 43-30 
Simpson Lagoon 32-14A 

" 32-14
Kavearak Point 32-25 
Kalubik Creek 1 

Colville 1 
Kookpuk 
Ugnu
Past Ugnu
W. Sak River State 2 
W. Sak River State 2

N.W. Eileen State 2
ii ii ii ^

W. Kuparuk State 03-11-11 
W. Sak River State 6 
Hemi State 03-09-11 
Beechey Point State 1 
N. Kuparuk State 26-12-12 
Kuparuk State 1 

S .E .  Eileen State 1 
S.E. Eileen State 2 
Kup River State 1 
Put River J-l

" 33-11-13
Hurl State 05-10-13

i  I l ;•» i  i T

f tGeographical Area Discovered Oil/Gas in Paying QuantitiesQ i S n t

Cook Inlet Basin

•I

I*

II

II

19

II
II

II

It

M
II
II

II

II
II

II

II

II

II

N
II

II

•I

II

II
II

II
II
H

II
II

II
II
II

II
If
II
•I
II
II
II
II
II
II
•I
II
II

II

•I

•I
II
•I
II
•I
II
•I

•I
H
II

H

North Slope
II II

No
M
II
II

M
II

M
II

»•
N
N

It
H
n

Yes
No

Yes
No
II
N

Yes

Yes
Suspended
M

No
Yes
N

Suspended

No
H

Yes
•I

No

Yes
Suspended
N

Yes



Lease ADI,# Well Name

28301 C West Beach State 2
28303 •1 Prudhoe Bay State 1
28309 •1 Put River
28313 •1 Put River State 1
28315 II Put River 24-10-14
28316 II Socal 31-25
28328 •1 Sag River State 1
28332 II Lake State 1
28343 II Sag Delta 31-11-16
28344 II Delta State 1
28349 II Sag Delta 31-10-16
28350 If Kadler State 15-09-16
28367 II E. Mikkelsen Bay State 1
28377 II West Staines State 2
28380 II W. Staines State 18-09-23
29690 II Redoubt Slioal Unit 2
29690 II " " State 1
29691 II Forelands State Unit 1
29715 •I Clam Gulch
29723 II Drift River State 1
30021 N Red Shirt lake 1
33098 C Ilorseslvoe Lake State 1
33108 II Long Lake Unit 1
33230 II Middleton Island State 1
34101 II Colme Unit 1
34623 II Point Storkorsen 1
34624 II N. Prudlioe Bay State 1
34625 II Nialaik 2
34625 •1 1
34626 II Gull Island State 1
34627 II West Beach State 3
34628 II

West Beach State 1
34630 II Niakuk 1-A
34631 II East Bay State 1
34634 II Sag Delta 33-12-16
34638 II Katalla State 1
35225 II

Trading Bay State 2
35323 II

West Foreland Unit 5-A

Geographical Area Discovered Oil/Gas in Paying Quantities

North Slope Suspended
11 II

Yes
II II

Suspended
II II M
II II H
II It N
II II

Yes
•1 91 N
It II

Suspended
•I II II
•I n
•i n

No
II H ii

N H it
11 II •i

Cook Inlet Basin Yes
It II II

No
II II II n
W It If M
•1 II N H
•1 II N H
It II II N
II II II If

Gulf of Alaska It

Cook Inlet Basin II

North Slope Yes
It II N
II II

Suspended
II II

No
II II

Suspended
II II II
11 M II
II II II
II II

Yes
II II

Susjiended
Gulf of Alaska No
Cook Inlet Basin II

II II II 

•
II



9

I
tn01
i

jase ADL# Type 'Well Name

35323 C West Foreland Unit 5
35431 II Trading Bay State 1
35704 N S. CarilxDU Hill Unit 1
36448 C Bachatna Creek State 1
36465 II State 36465 1
38314 c Port Ileiden Unit 1
41217 II Ninilchik 1
45592 N Am. Quasar Big lake 1
46938 »• Bachatna Creek Unit 1
47417 C Colville Delta State 1
47433 II Milne Point 18-1
47465 II C\vydyr Bay State A  1
47468 II " " South 1
47470 •1 Delta State 2
47480 II West Clnnnel 1-3
47506 II Foggy Island Bay Unit 1
47542 II Mikkelsen Bay State 13-09-19
47556 II Alaska State A  1
47440 II Plaglm Beecliey Pt. 1
52638 N Pretty Creek State 1
53078 II Bachatna Creek Unit 3
54195 C Figure Eight Unit 1
54273 II West Foreland State A  1
58761 II Isla Grarrle 1
58784 II E. lewis River 1
50801 II Lewis River 1
58038 II N. Tyonek State 1
59313 II West McArthur River 1
60579 II Cape Kasilof 1

Geograpliical Area Discovered Oil/Gas in Paying Quantities

9
Cook Inlet Basin

It i t ••

II it *i

II i i ••

n i i i i

Bristol Day 
Cook .inlet Basin

II II II

If II N

North Slope
II II

II II

II II

•I II

i i  n

n n

i i  t i

•i i i

t! II

Cook Inlet Basin
II II II

II II II

II II II

II II II

II II II

II II II

If II II

II II II

No
Yes
No
•I

II
I*

II

II
II

«•

Yes
No
Yes
Suspended
No
Suspended
No
Suspended
No
No
II

II

II

II

•I

Yes
No
i i



-56

m r r i v E

(EXAMPLE OF TWO HIGH INTEREST IOCQMPETITIVE AREAS)

T . I N . ,  R. 12  W., S.M .

COMPETITIVE NONCOMPETITIVE

D ate '  ADL # #Bids A c r e s $/PerAci
7/67 36540 1 641 2.6(3

•1 41 II II II

II 46 II 640 2 .1 5
II 47 If 720 2.60
II 49 II 640 2 .1 5
II 50 II 640 2 .1 5
II 51 II 640 2 .1 5
II 55 II 640 2 .1 5

5/73 60611 2 160 3.34
•1 60612 1 1040 2.00
II 13 1 160 2.00
II 14 1 476 2.00

D ate ADL ? #Aplns. A c r e s  $/P erA cre  in  F i l i n g  F e e s

Date ADL #

c o m p e t it iv e  
#Bi d s  A c r e s $/PerA cre

12/63 22009 1 80 3 .1 5
10/68 41226 1 000 7 .6 7II 41227 1 389 7 .6 7

3/72 56985 7 1 641 2 .2 2II 86 169 558 6 .0 5II 87 72 1280 1 .1 3II 88 88 838 2 .10II 89 85 680 2 .50II 90 68 639 2 .1 3
12/72 59609 207 540 6 .4 7II 59610 175 320 11 .0 0
6/75 68140 135 1880 1 .4 4

R. 14 W, S.M.

NONCOMPETITIVE
C a te ADL if #Aplns. A c re s $/P erA cre i n  F i l i n g  F e es
2/65 26329 3 80 .7 5  ......
12/65 31447 190 000 4 .7 5
1/67 34888 550 2560 4 .30II 34891 170 480 7.08(1 34092 499 1600 6.24II 34094 077 2440 7 .1 9II 34895 571 2440 4.68II 34899 91 640 2.84
3/67 35700 54 80 13 .5 0
4/67 36011 71 120 1 1 .8 3
0/60 40032 240 360 13 .3 3
9/60 41800 180 240 15 .0 0
12/68 43691 606 1280 9 .4 7II 43697 596 1560 7.6 4
6/69 47020 1005 1280 16 .9 5
12/69 50 171 93 120 1 5 .5 0
12 /7 1 56379 79 360 4 .39
2/72 56591 200 677 5.90
12/72 59620 51 200 5 .10
9/73 62677 40 40 2 °.0 0  A
3 / 7 # 63845 183 320 1 1 .4 4  V
7/7 6 8 ;“ " * ; 2 L_ 4f~ ___ 1 I  *“2



T A B L E  NO. 12 

NORTH SLOPE

FEDERAL LEASING HISTORY*1

PLO 1621 restored PIO 82 to mineral leasing on April 18, 1958.. This 
order provided for leasing through noncanpetitive lease offering in 
a simultaneous filing period. This m s  done in the following order:

e

Drawing
Date

Acreage
Offered

Tracts
Offered

Tracts Rac'd 

Offers
Offers

Received
Acres
Leased*

1958 3,400,000 1364 608 - 1,520,000

6/11/64 1,600,000 1440 1000 14,725 2,500,000

5/13/65 4,000,000 1558 268 31,431 670,000

11/19/65 It 1960 148 1897 • 370,000

1966 3,000,000 1247 7 8 17,500

1^30/66 4,300,000 1817 215 500 537,500*3

Total 22,300,000 5,615,000

Adapted. * fran August 21, 1968 Alaska Scouting Service Report 

*2 Estimated on basis of 2500 acres per parcel 

Leases not issued because of "land freeze"

- 5 7 -



la. H B  8 5 4 - L e a s i n g  o f  s t a t e  l a n d  f o r  o i l  a n d  gas d e v e l o p m e n t
b. F i s c a l  n o t e  for H B  854
c. A p p l i c a b l e  A l a s k a  S t a t u t e s

A n a l y s i s  of  b i l l  p r e p a r e d  b y  L e g i s l a t i v e  A f f a i r s  A g e n c y

" S t " d y  o f  S t a t e  P e t r o l e u m  L e a s i n g  M e t h o d s  a n d  P o s s i b l e  
A l t e r n a t i v e s "  p r e p a r e d  b y  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  
F e b r u a r y ,  1977.

4a. T r a n s c r i p t  o f  M i l t o n  L i p t o n ' s  c o m m e n t s  to the j o i n t  S e n a t e /  
H o u s e  R e s o u r c e s  C o m m i t t e e s  o n  S t a t e  l e a s i n g  p o l i c y  ( J a n u a r y  
25, 1978).

b. P r e p a r e d  t e s t i m o n y / c o m m e n t s  o n  HB 854.

5. "Oil a n d  G a s  L e a s i n g  P o l i c y ,  A l t e r n a t i v e s  for A l a s k a  in 1977", 
by Dr. M a s o n  G a f f n e y ,  F e b r u a r y  1, 1977.

L





T H E  SE N SI T IV IT Y OF STATE P ET R OL E UM  INCO 

TO VARIOUS LEA SI NG  METHODS

S EC TIO N III
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SUMMARY

Four leasing m e th o ds  and one o ption w e r e  a n al y ze d  In detail. E co no mic  

analys es  were run on a c o m p u t e r  for each of the studied leasing methods.

Model field sizes used, ranged f rom 100 m il lio n to 5 billion ba rr el s of 

r eco ve ra bl e oil. An analytical c om par is on  shows that state income (Immediate, 

long range, and di scounted) varied c o n s i d e ra b ly  de pe n di ng  on the le as in g 

method. However, d if f er en t  leasing m e t h o d s  have o t h e r  ad va nt age s and 

di sa dv an tag es  to the State such as to encourage or d i s c ou r ag e i nv e st me nt  

capital, e xp lo ration, field d ev el op me nt , p ro d uc ti on  rates, e c on o mi c field 

life, and compe ti tio n at leasing auctions. The re su lt s of this st ud y  c l ea r ly  

indicate there is no " on e -b e st -m et ho d"  of leasing. The data does show 

that knowledge o f  the potential p e t r ol e um  structure is essential and that 

leasing meth od s need to be tailor ed  to the structures being leased and to 

the State's needs.

Bonus bidding m a x i m i z e s  i mm ed ia te  income to the State and is d is c us se d  

on page II - 20. Sliding scale r oy al ty  w it h cash bonus bidding p ro vides 

lesser immediate Income to the State than does bonus bidding, but pro vides 

gre at er  total income to the State as can be seen on Figure II - 10, 

page II - 22. R o ya lt y bidding and Net Profits Bidding (both w ith fixed 

cash bonus) are sim il ar  as far as the income stream provided to the State; 

they g en er al ly  provide the least immediate income but greatest a mo un t of 

total income to the State of A l as ka - this is shown on Figure II - 12, 

page II - 25. (Royalty Bid and Net Profits Bid provide increased state 

income by reducing Federal income tax and by reducing the amou nt  of 

Oil C om p an y Investment on w h ic h a rate of return is to be made.)


