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Area_WIflg_L99SingJ Qyiif €f .Mexico -Sal? P9ta

Tlil)itgl Elo(%s No. of Bigs No. of

Sale Date Sale Nos. Receive Companies
Participating
214175 31 300,632,667 281
5128175 38 250,681,156 191
112995 3BA 171,511,620 179
2/18/76 41 183,498,244 81
11/16/76 44 381,911,757 117
6/23/T7 47 1,214,002,429 424
4125178 45 767,407,369 283
10/31/78 65 61,176,730 62
12/19/78 5l 884,589,799 288
113179 58 1,261,358,089 316
11727179 58A 1,932,894,290 322
9/30/80 A62 2,805,524,393 506
11/18/80 62 1,436,448,959 268
1121181 A 2,666,828,352 419
10/20/81 56 1,280,983,917 233 N/A
2/9/82 67 1,251,793,459 290 N/A
11/17182 69(1) 634,919,980 151 103
3/8/83 69(2) 39,741,340 20 N/A
'Area-Wide Leasing * - ry7*,
1983 12,74 5,018,477,269 1,788 124
1984 79,81,84 2,702,888,500 1,612 95
1985 98, 102, 94 1,662,594,081 1,023 87
1986 104, 105 203,185,747 181 54
1987 533,350,815 904 1l
1988 113, 115, 116(1) 576,479,926 1,436 105
1989 118, ... 661,267,881 1,497 107
1990 123, 125 589,855,457 1,305 106
1991 131, 135 322,506,314 819
1992 139, 141 86,814,865 217 1l
1993 142, 143 133,399,783 458 1
1994 147, 150 337,416,583 864 82
1995 152 307,328,550 880 N/A

‘Lease sales conducted priorto 1903 covered the entire GOM. Under the area-wide leasing
Program, the GOM was divided into three parts, Eastern, Central and Western. Area-wide sales
or all three areas were combined for statistical comparison.






Alaska Reoion
domestic Production

Marathon P.O. Box 196168

£«t) OilCompany Anchorage. AK 99519-6168
Telephone 907/561-5311

Varch 11, 1996

Representative Normran Roketerg
Alaska State Ll%sglaure

State Cyaitl (IVS3100)

Jureau, Alaska 99301-1182

Dear Representative Rokelarg:
C3B 388 AREANICE BEST INTHREST AHNDINGS

As part of a concerted industry effort we have been working on a mechenismto
provice endorsenent of the areanice sale concept and provick thet the scope ad
usefulness of a best interest finding bee>$3ar‘cbd. The streaire the
existing process and reduce the nuoer of best interest fi the Divisionof Al
and Gas must prepare, yet does not limit public commrents on the fest interest
findings. Trerefor, Marathon Gl endorses C3-B 388 version G This
version, provides for a legislative finding thet areanicke lease sales are inthe best
interest of the state, danfies pubdlic notice provisions, increases the usefulness of a
best interest finding to 1(%?%, and streanines the DNR's existing process for dl
aress 1o be leased Inthe state.

Thenk you ad your staff for the work on this dll duning the session.

Bradey G Pern, (AL
Alaslthgmamm

cc: NLCahert
JV. Miese

A subsidiary of USX Corporation Environmentally awaro for the long run.



AREAWIDE LEASING

Objective: To facilitate a process that results in annual lease sales covering those core
areas that have bad multiple sales over the past 25 years.

Base Assumptions:
. DONR hes authority to conolct areanick leasing (ACGAages);
. It is helpful to have legislative endorsement of the areawide sale concept;

. Published maps for scheduled sales 85, 86 and 87 cover the areas ofinterest for
areawide BIF’s and subsequent annual sales.

. Current sales on 5-yr schedule proceed on schedule.
Current Concept-_New AOGA ProposalVChenoweth "Redraft of CSHB 388 - Advantages:

. Legislative finding of state’s best interest to conduct annual areawide sales;

BIF that lasts for 10yrs;
. Annual areawide sales of acreage subject to an effective BIF;

. Clear, streamlined process for abbreviated process to “supplement” an existing
areawide BIF;

Not area specific - all acreage covered by BIF can be offered annually for 10 yrs;

. AOGA unanimity - AOGA member companies unanimously endorsed the current
concept;

. Achieves industry and the state’s objectives without creating a new program, therefore
no regulations - no delay ofcurrent sales nor ofinitiating areawide BIF’s - no large
fiscal note;

. Nothing in the current concept is expected to draw strong opposition from the Div. of

Oil & Gas.



ACREAGE OFFERED AND LEASED PER YEAR

15/96
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YEAR

1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1971
1972
1973
1974
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1991
1992
1993
1994
1995

Grand Total:

ACRES OFFERED

88.055.00
90.615.21
367.241.44
316.730.63
514,365.46
1.194,373.00
1.157,075.06
203,639.75
358.978.89
457.822.48
450.858.47
196.635.07
125.322.38
475.048.85
278.269.43
375.818.22
196.268.00
1.017.936.74
2,144.028.59
1,256.733.10
1,812.083.46
1.047.538.45
1.757,253.61
710.289.31
1.399.070.95
176.658.63
2.933.001.11
1.361,737.00
3.020,993.69
396.760.00
1.682.840.00

28.763,941.98

ACRES LEASED

717,191.00
39.372.27
296,755.44
265.498.63
388,579.51
721.224.00
704.751.28
152.576.99
300.104.31
225.233.15
412.548 .47
92.617.97
356.217.27
211,695.40
127,119.65
330,985.69
196.268.00
582.406.38
930,730.70
655,342.96
636.801.96
537,486.35
703.669.74
218.779.31
803,809.06
53.140.49
845.768.48
385,382.00
359,438.07
136.307.00
233.085.00

11,980.886.53

PERCENT

88%
43%
81%
84%
76%
60%
61%
15%
84%
49%
92%
47%
49%
45%
46%
88%
100%
57%
34%
52%
35%
51%
40%
31%
57%
30%
29%
28%
12%
34%
14%

42%
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« UNIT ACREAGE

08-Jan-96
AREA UNIT NAME UNIT ACRES  PRODUCING ACRES
CQ.QK.INIET
BELUGA RIVER 6,099.15 4,464.60
CANNERY LOOP 916.00 916.00
FALLS CREEK 964.45
IVAN RIVER 2,290.79 2,290.79
KENAI 2,191.08 2,191.08
LEWIS RIVER 720.00 720.00
NICOLAI CREEK 879.78
NORTH COOK INLET 9,781.50 9,781.50
NORTH TRADING BAY
PRETTY CREEK 4579.33 4,579.33
SOUTH MIDDLE GROUND SHCAL 1,160.00 1,160.00
STERLING 496.37 133.28
STUMP LAKE 10,062.50 4,880.00
TRADING BAY 17,299.50 17,299.50
WEST MCARTHUR RIVER 6,330.00 640.00
COOK INLET 64.890.45 50.176.08
NQRHi.SLQEE
BADAMI 37,401.92
DUCK ISLAND 17,547.62 17,547.62
KAVIK 5,652.59
KUPARUK 214,331.15 175,502.15
KUUKPIK 89,799.11
MILNE POINT 55,498.00 26,965.00
NORTHSTAR 23.343.49
POINT THOMSON 81.281.03
PRUDHOE BAY 241,555.10 238,995.10
NORTH SLOPE  765410Q 43000667
GBAND,TOTAL; §31.300.46 mm 95
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Top Ten Working Interest Owners

NAME PNSHQRE.ACBES QFJISHQRE ACRES

BP EXPLORATION & OIL INC.. 642.481.63 152.483.17
*ARCO ALASKA. INC.. 484.772.30 249.911.48
PHILLIPS PETROLEUM COMPANY. 27.003.32 126,717.40
UNION OIL COMPANY OF CALIFORNI 79,552.93 68.566.13
UNION TEXAS PETROLEUM ALASKA C 81.274.35 62,793.05
EXXON CORPORATION. 75,674.05 56,680.87
CHEVRON U.S.A. INC 41,370.84 51,454.11
MARATHON OIL COMPANY. 40.314.40 38,009.15
CIRIPRODUCTION COMPANY 58.471.89 12,092.10
DANCO EXPLORATION, INC. 32.424.28 26.569.57
1.670,634.79 971,405.54

eArco and Atlantic Richfield Combined 1/9/96 GRNDTTL.XLS
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Oil and Gas Lessees
Listed in Order ol Total Acreage Held

NAME TOTALACRES | QNSHORfLACBES
BP EXPLORATION &OIL INC.. 794,964.81 642.481.63
*ARCO ALASKA. INC.. 654.589.81 404.678.32
PHILLIPS PETROLEUM COMPANY. 153.720.72 27.003.32
UNION OIL COMPANY OF CALIFORNI 143.119.06 79,552.93
UNION TEXAS PETROLEUM ALASKA C 144,067.40 81.274.35
EXXON CORPORATION. 132.354.93 75.674.05
CHEVRON U.S.A.INC 92.824.96 41,370.84
MARATHON OIL COMPANY. 78.323.55 40.314.40
CIRI PRODUCTION COMPANY 70,563.99 58.471.89
DANCO EXPLORATION. INC. 58.993.85 32,424.28
PETROFINA DELAWARE. INCORPORAT 54,631.14 23,373.73
ANADARKO PETROLEUM CORPORATION 33.024 .48 30.407.29
MURPHY EXPLORATION &PRODUCTIO 30.497.95 | 275.54
MOBIL OIL CORP 24.736.02 12.232.09
TEXACO EXPLORATION AND PRODUCT 23.323.57 5.161.65
MOBIL ALASKA E&P INC- 19.719.83 19.719.83
TRADING BAY ENERGY CORPORATION 17.354.22 4.384.08
BACHNER.J. ANDREW 15.254 12 26.40
SNEED.VEARL 14,881.99 11,714.19
PLACID OIL CO 12.768.19 1.615.17
STEWART PETROLEUM COMPANY. 10.25223 279.50
SHELI WESTERN E &P INC 10.250.27 2,700.49
BURGLIN.CLIFFORD 10.062.22 8.576.00
MIDGARD ENERGY COMPANY, 9,889.81 357431
SHELL ONSHORE VENTURES INC- 8.524.27 929.90
BOREALIS RESOURCES INC.. 8.306.50 5.813.50
MOBIL ROCKY MOUNTAIN INC. 7.656.75 -
0XY USA INC.. 7.395.02 4.517.49
SHELL FRONTIER OIL AND GAS INC 5,725.00 5.725.00
LAPP RESOURCES INC 5,674.97 5,674.97
BLOCKER JOHN R 5.365.38 279.50
AMOCO PRODUCTION COMPANY 5.323.75 3.329.00
BACHNER.KARL A. 4.677.88 4677.88
DANCO INC 4,462.00 -
TEXACO INC. 4,282.31 2,1717.31
BACHNER DANA K 3,958.98 3,958.98
ROSEWOOD RESOURCES INC. 3.706.78 939.22
HUNT PETROLEUM CORPORATION. 3.542.82 1,082.76
LEWIS RIVER UNIT PARTNERSHIP, 3,200.00 3,200.00
SHELL OFFSHORE INC.. 2,95523 -
MOBIL EXPLORATION AND PRODUCIN 2,712323 1,733.39
ESCOPETA OIL &GAS CORPORATION 2,486.46 139.75
ESCOPETA PRODUCTION - ALASKA 2.486.46 139.75
ARCTIC SLOPE REGIONAL CORPORAT 2,278.50 2,278.50
PENNZOQOIL EXPLORATIOf" AND PRODU 2,158.39 371.50
FORSGREN .KEITH C 2,080.11 3.60
SHELL LAND & ENERGY COMPANY. 1,376.80 1,376.80
LOUISIANA LAND AND EXPLORATION 1,329.04 33920
JAMES.ALFRED IIl 1,280.00 5.00
NOVOSEL.FRANKJ 1,244.00 1.244.00
HUNT. WILLIAM HERBERT TRUST ES 1,119.94 1,119.94

Arco and Atlantic Richfield Combined m

QEFSHORE ACRES
152.483.17
249.911.48
126.717.40

68.566.13
62.793.05
56.680.87
51.454.11
38,009.15
12.092.10
26.569.57
31,257.41

2.617.18
30,222.41
12.503.93
18.161.92

12.970.14
15.227.72
3.167.80
11.153.01
9,972.72
1.549.77
1.486.22
6.315.50
71,594.37
2.493.00
1.656.75
2,877.53

5.085.88
1,994.75

4,462.00
1,505.00

2,767.56
2,460.05

2,955.33
989.84

2,346.71
21,346.71

1,786.89
2.076.51

989.84
1,275.00

GRNDTTLXLS



Oil and Gas Lessees
Listed in Order ol Total Acreage Held

NAME TOTALACRES  ONSHOQfIILACRES ~ OFFSHORE ACRES
HUNT. LAMAR TRUST ESTATE 1.077.41 1.077.41
HUNT. NELSON BUNKER TRUST ESTATE 1,077.41 1.077.41
GAFFI ZELLA 1,024.00 1.024.00 .
IUNDGREN (ESTATE OF).JAMES 1.013.33 - 1.013.33
WHITE JAMES W. 718.17 87,34 630.83
COASTAL OIL & GAS CORPORATION 588.80 421.23 161.58
SUN OPERATING LIMITED PARTNERS 554.52 554.52 -
EVERETTE.KELLEY 512.00 512.00 '
COOK INLET REGION INC. 485.67 339.49 146.19
PARKER NANCY BLACK 317.50 317.50 )
FOREST OIL CORPORATION 268.66 194.94 13.13
MARATHON PETROLEUM COMPANY. 253.34 253.34 -
GUSTAFSON.MARY 202.67 . 202.67
BLOCKER. JOHN R. TRUSTEE 189.90 : 189.90
KLEINER.WALTER H 179.54 21.83 1657.71
SEXTON.MICHAEL R 168.89 - 168.89
TIPPERARY OiL & GAS CORPGRATIO 129.25 10.68 58.57
GUNTHER DOROTHY 128.00 128.00 -
BURGLIN BRIAN 101.33 - 101.33
BURGLIN.BRUCE 101.33 101.33
BURGLIN.DAVID 101.33 - 101.33
BURGLIN.JOSEPH 101.33 - 101.33
RIMA,BARBARA C 101.33 - 101.33
GREMILLION.ANNE L 19.38 79.38 -
LOVICK.ROBERT G. JR. 79.38 19.38
READ,NANCY L 19.38 19.38
SPINKS,MARGARET L. 79.38 79.38 -
TRANSWORLD OIL &GAS LTD 68.04 49.37 18.67
TWO FOUR SIX EXPLORATION INC. 68.04 49.37 18.67
LEEDE.EDWARD H 64.62 35.34 29.28
NANA REGIONAL CORPORATION INC 64.50 - 64.50
BATTLEY KENNETH W. 49.45 - 49.45
RYLANDER.MARIAN IRIS 35.00 35.C0 -
PACIFIC LIGHTING GAS DEV CO. 32.00 17.50 1450
DONNELLY RICHARD 29.08 15.90 13.18
GRACE PETROLEUM CORPORATION. 21.22 19.75 1.47
SUNLITE INTERNATIONAL INC. 2722 19.75 147
ARTUS.WILLIAM D. 23.54 - 23.54
HUGHES.KINGDON R 23.04 12.60 10.44
DOYON LIMITED 21.50 - 21.50
CHAPARRAL ROYALTY COMPANY 14.54 1.95 6.59
LEEDE AND PINE. 12.92 1.07 5.86
CHRISTIANSON.CABOT 9.42 - 9.42
PERRY (EStATE OR.JOHN W 1.21 3.98 3.29
SEARLS.ROBERT JR 121 3.98 3.29
POPE.JOHN C 3.06 - 3.08
ROBERTS.CATHRYN 3.06 - 3.06
WOODBINE PETROLEUM. INC.. 0.53 0.53 -
2.810.888.29 1.745.718.48 1,084,169.76

eArco and Allantic Richfield Combined 1/3/96 GRNDTTL.XLS



CLOSED LEASES

04-Jan-96
STATUS DATE TOTAL ACRES
1967 4.329.99
1968 20,903 .47
1969 23.897.48
1970 65.808.82
1971 60.223.79
1972 85.860.95
1973 53.372.48
1974 12.216.39
1975 62.976.88
1976 159,986.82
1977 238,493.74
1978 271,487.49
1979 76,702.83
1980 2.295.47
1981 21,614.33
1982 20,004.64
1983 241923.74
1984 267,982.62
1985 390,081.28
1986 473,464.94
1987 730,063.63
1988 399,823.23
1989 229,143.08
1990 852,197.39
1991 301,659.43
1992 375.849.50
1993 323,774.58
1994 658,375.98
1995 722.643.15

Grand Total; 714715812






Five-Year O il and Gas L easing Program

PUBLIC NOTIFICATION SCHEDULE

Alaska Department of Natural Resources
Division of O il and G as

Proponed Sale Area A Date
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ANALYSIS OF HISTORICAL OIL AND GAS LEASE SALE AND
EXPLORATION DATAFOR ALASKA

by

Richard \V. Kornbrathl

INTRODUCTION

This rgortexamines the relatiaship between com-
petitive ail and ges leese-srle offerings and the suocess
rate of subsequent eploration. In some pest state leese
sakes, dll tte tracts offerad were lessed. Honever, inmost
state leee slesad" indl tre fabral lesse sales nAlaska,
sbstartaal ly fever tradts have been leesed then were of-
fered. OF tte tracts lessaed by tre ail irlstry, virtiaelly dll
are “'explored."” but tovery differat degrees: some tradts
have been comercially developed, some have been
drilled without suooess, and many have reverted back to
the state without drillig-

To uderstad the potentdal  impacts from explora-
tian and development, specific activities and tedniques
thatare gererally used (or tretmay be cotaplated) ©
locate and extract subsurface hydrocarbons must be con-
sicerad. These possible activitiesshould be viened intte
proper pergoective by examining treir frequency of oc-
aurrence and the likelihood ttet a given lesse offerilgor
an individial lesse willl undergo explorationdrillimgwith
a subsequent comercial discovery over the lifetine of
te e,

NorthemAlaska and Cook Inletare the dominartt ail
regians of the state (figs. 1and 2) and acoount for most
leese salle offerirgs. Historical lesse sale chta from state
and federal sales in Alaska have been corplied by sale
number, date, and region (Ebles 1-3). A conplete data-
base of dl producing fields, known but undeveloped
acounullations, and disooveries has been asserbled and
categorized by regian, hydrocarbon type (@il orges ), cate
of discovery’,and statLs (tebles4-9) A comercial vell-
log database containing all the exploration and
development vells inthe state hes alsobeen used tocom-
pile Istsof the numbers and typesofw dlsdrillad ineach
region of the state. The data are summarized In
tables 10-12 and figres 3 and 4.

THE EXPLORATION PROCESS

Exphnrion for nl and ges s often misinterpreted
Olely as te drillirg of eploration vells. In fact, most
eploration activities are conducted w ithautever drilling
anew eplorationvell_The actual drillirgofavell, when
it does ooaur, & tte culmination of a comprehensive

pivision of 0il & Gas. 3601 C Street Suite 1350. Anchorage. Alaska
99303.

evaluation process ttetmay take many years tocorplete
and Bresened Torthose prospects with sufficient reenue-
gererating potertial 1o offset the high assts of leese
aquisition, drillirg, and development. This amalysis
shows that few leeses offerad inoconpetitive slesareever
drilled, and fewer yet are found t hold comercial
quentaties of hydrocarbons. Understanding this saitical
o ratiaelly weigh the barefits versus tre firacial ik
of all and gas eploration and to make ratiaal lad-use
decisions. In actual process, “‘eploration” primarily
entails highly techiical subsurface mapping efforts
conducted inoi l-companv offices: moreover, otetally
“intrsne ' activilties such as drilllirg, fielddevelgoment,
fadlities aostruction, and product trangportation are
unlikely 1o occur on the vest majority of tradts being
offeraed for leese.

The term “eploration.”” as itpartairs  the search
for comercial quentities of ail and ges, encompasses a
broad range of tediiques and activities developed by
geoscientasts o help detectand find hydrocarbons traped
inrods beneath the earth™s surface. These tedmiques and
activities attenpt 1 take advantage of diffaratt agpects
of the gererally acoepted model used to explain the for—
mation of hydrocarbon deposits in the susurface.

Briefly, thisgeologic model recogniizes source rok,
resenvoir rok, a sel, a trgp, timing, and migration as tte
most important elements responsible for most hydrocar-
bon deposits. Source rocks (normally shales) are
agmictid, gererally fine-grained rods tet have the
capecity to gererate hydrocarbons under certain subsur-
face burial tenperatures and pressures. Resenvoir rock
(romal ly porous sandstone or limestore) refarstoarock
type trat hes intercomected pore space cgpeble of stor—
ing and thenyielding licuid or gaseous hydrocarbons. S=l
refers 1o the gereral ly fine-grained rock type thet foms
an inpervious barrier over a trap, preventing tre furtter
migration or escape of hydrocarbons. Trap or trgpirg
mechanism describes the carbination ofelemants (sruc-
tural and/or stratigraphic) that result in particular
gearetries in subsurface resenvoir rods conducive 1©
allecting and storing hydrocarbons. Arally, timing and
migration describe the processes related 1o the subsur-
face movement (gererally w-structure or yadip), over
time, of hydrocarbons after tre time of formation of a
subsurface trep

The State of Alaska™s Five-Year Oil and Gas Leasing
Program establishes biemial lists of proposed leese-sale
aress projected five years into the future. This leed tine.
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inaddrtion to providing a steble and predictable schedule
as a besis far comprehensive reviews of potential ben-
efitsand inpects, erebles dieail imdstry totargetgcific
aress forexploration bEfOre the actual lesse salle. Bxpllo-
ration for ail and gas prior 10 a leese sale folloss avery

lagical and predictable path thet begins with die gather—
ing and conpi lation of existing tedical information n
the oi I-company officss, the costruction of geologic and

geophysical maps and other displays © illunirate pro-
spective aress, and the acquisition of additional

information ttet may be desirable.

The firststage of "'exploration’” can be considered to
be those activities and tednigues diak examine diffarat
aspacts of tte geologiic model for hydrocarbon formation
before lessirg. For exanple, one group of geoscientists
will review existing seisnic data and previasly drilled
vells in a particular area to create susurface maps tret
will be tre besis for evaluating die area for potential
susurface trgs. Another group may be in tre field
conducting studies of rock outcroppings, which may
reveal information on source-rock potential, type of
hydrocarbons, or tre likelihood for resenoir rock intre
subsurface. Bngineers and econamists may be looking at
flow rates, potential productivity, or tre drilling asts
associated with known accumulations that have
similarities o tre area under inestigaion. When trese
studies reveal gaps in the data or interesting leeds,
additioral seismic data may be acquired by irdividal
carpanies, groups, or consortiuns of companies, or by
seignic-aouisition campanies to sl lateron geeoulation.
Prospect maps gererated at this stage are used to make
probebilistic estimates of the amount of trapped
petroleun. The same maps are used to guide the
conpanies” aorpetitive bids at the tine of tte leese e
The most potentially " 'intnsive'* activity during this first
phase of eploration s the aocquisiu ~ of new seisnic
data iftre companies deem itnecessary.

The second stage of exploration act urs after leese
auisition, folloving a leese sle. At this point a com-
pany knows which lands ithes rigts tband can begin a
‘thorough evaluation of ttet lad. Again, the predominant
activity in this phase B udbtrusive gitdies conducted
primarily intte office. For exanple, ifablock of lesses
hes been acouired and there lsa greater exectation of an
evattual retumon inestrent, eqaditures tonard tte
evaluation effartcan be inoreesed. At thispoint, advanced
computer mapping tedniques are used 1 analyze and
refire geolagic interpretatias and produce upgraded,
more cetailed subsurface prospect mgps. Much time and
effort B put iInto these types of complex analy . At tte
same tine, company officars may amtact other compa-
nies thatalsoacquired a lesse interest inthe areaand may
be interestd in joint exploration to trim asts, increese
efficiay, and spread ride Ifthe mapped progoects look

good both geologically and econanically when staded
up apirst dazens, or perheps hundreds, of other pros-
pects or investment gqportunirties, and iftte companies’
firacial sittatias are faorable given tte arrat tim
ing and management philosophy, further exploration
epeditures may be cosidered.

At lines, tte second stege of explloration will leed ©
another round of sistnic-cataacopisition and subseguent
interpretation. Today, with advanced computer modeling
and three-dimasical seisnic auneys, ik soften more
aost effective to aouire new and better seismic dita, re-
interpret the prospect by integrating the new data, ad
conduct another round of even more rigorous progect
celineation then it 510 go aut at this poirtt and drilll an
eploration vell. Despite dl the expensive tedrology,
honever, no amount of studies provide any cartainty tet
hydrocarbons are presat, and there are no methods ©
diractly detect commercial hydrocarbons beneath the sur-
fae. Only drillig can determine the ectal presence of
praducible hydrocarbons.

The third stege of eplorationentails tre actual drill-
ing of an eploration well. At this point, the progoect
bereath a lesse hes survived an edaustive geologic and
economic "aulling* and reviiew process, and dll te otter
needed elements such as timirg, rigasilsbility and it
ability. intercompany oocordination, allocation of
eploration budgets, and management commitment have
firally come togtter. The reaults of tre firstexploration
vell, which may take months tofullyanalyze, will dster—
mine tte next course of acian. In most cases- &s tre
statistics inthisrgoort show— aneplorationvel l filsto
fird a hydrocarton dguosit. Honvever, iftre reaults are
positive and hydrocarbon-bearring rods are encountered,
additiaal delineation drilling and seismic data acopisi-
tion may be needed. Further lease acquisition or
intercompany agreements may also be dssireble. The de-
cision o pursue further delineation drilling s based
primarily on the perceived (Or potential) comercial ity
of the dguosit. The estimated size and the caplexity ofa
newly disocovered depositwill gereral ly govern the num-
ber of delineation vells needed (ad tte timing of te
arillirg of these tests) in this lAtter stage of eploration.

Al tre data from the exploration and delineation
wells and from the geological and gegahysical mapping
effartsare used to rigorosly refire the assessment of -
place and recoverable hydrocarbons trapped In tre
progpect. This complex interpretation of the quentity and
producibility of the deposit s considered in light of
engineering and economic models that assess the
fessthility, aosts, and timing of develgprent. Within a
time pericd of 5 to 10 years from lesse acopisition thraugh
discovery and celirestion, a go or ho—-go decision on
developrent sfirelly made. At thisstage- when anew
discovery has been sufficiently delineated and the
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companies make a commitment to commercial
development by goplying o form development units,
participating aress, or pool rule aress- tte eploration
phase can be cosidered aonplete.

DATABASE AND SOURCES
OF INFORMATION

The dataused nthisaalysisand the varicus compi -
latias and calaulatias are displayed in tebles 1-12 and
figres3and 4 Locations of tre ail and ges disoveries
are depicted on tte maps of northem Alaska and Cook
Inket in figres 1 and 2. The histarical information on
copetitive leese saleswas carpiled from datasypplied
by the Alaska Department of Netural Resouroes. Divi-
sion of Cill and Gas. Much of tre lesse-sale data con be
found inthe divisian™s 1993 Five-Year Oill and Gas Leas-
ing Program document .. Updates through the aurrant year
and further cetails of mixed sale aress were provided by
division St

Federal leece salesdatawere dotained from the 194
Alaska OCS Statistical Summary by theAlaska Regional
Office of tte Minerals Management Service and com-
piled from ttelir mester Iistof keeses. The Bureau of Land
Management provided data for the onshore competitive
sales held in National Petroleum Reserve-Alaska
(NPRA) .

Information on known ail and gas fields, discover—
ies, and undeveloped accumnulations was carpiled from
the 1994 Division of Cil and Gas Historical and Projected
Oil and Gas Consumption rgort. Updated naterial and
more recent information on estimated volumes were pro-
vided by division SEiT.

Frally, tre Petroleum Information Corporationvell
databeseon CD-ROM IPetroROMWell Data), subscribd
o by the Division of Oil and Gas and aurat through
April 194. providedameans toconduct ssardesby well
e tassess tre nurbers of eplorationvwel Is drilled by
region of tte Sate.

RESULTS OF ANALYSIS
LEASING DATA

From December 10. 1989. to tte presait, 89 date
and federal sales have been conducted inAladka. Twelve
other sales (Six state and sax federal)have been cancelled
forva..-"ons Trc offered for leese encom-
pess onshore and offdore lads tret oerlie parts of
sedimentary besins throughout the State, along the coest-
lire, and into the federal Outer Cortanentall ShelF (OCS) .
The two dominant _ress of lessirg, eloratian, and de-
velopment areCook Inletand northem Aladka (teblles 1-3,
figs. 1and 2.

Table 10 provides cetailsof the campiled leese sales
chta. The 89 state and fackral lesse salles, carbined, have
offered 34,006 trats for competitive lessirg, or acom-
bined 1ol of 171.069,120 aaes. The state alae, N 63
sakes, hes offered 9.018 tradts (26,686.902 aoes), and
leesd 4,64 tradts (11,011.4%5 aaes). The fakral gov-
emment. in 21 sales, has offered 25.078 tracts
44,332,218 aaes), and lessd 1.618 tradts (9,84.273
ages). Of te state tradts lessd, only 1,148 remain ac-
tive (alidly held and retalsbeiing paid! asofMay 1994.
The fedaral govermment rgports 334 ective OCS  lesses
and aboutt 155 active onshore leesss (en acourate account
of the onshore lesses was not availleble from the Bureau
of Land Management) asofFebruary 1934. and thenum-
ber of leeses being “relinuished” (retumed) B Inressi.

Inthis conpi latian, some of the trecsAffered include
some reoffered tradts or acreage thet represent either
nultiple offerings of the same lands tretwere rot lessed
inttially or lands leesed once and then reoffered. In
atition, the trats and acreage leesedallso incluce some
las tteat may have been leesad more then ae. With
the anant databese it s diffialt to sgarate first-tne,
origiral tractofferings fron nultiple offerirgs. However,
inasmuch as each leese sale sadistinctevent intine, a
which tractsmay (armay not) receive bids, disinguishing
between these categories s ot thought to be sighificant.

For comparison, a 1994 Land St3tus (Oanership)
Map (@al commun. . Mark Myers. Department of Natu-
ral Resources) wirth sedimentary besin autdlineswas used
1o estimate thet the total State acresge aailable Tor less-
ing NCook Inlet isabout 8 million acresand nrorthem
Alaska, about 14 million aaes. This combined estinate
(about 22 milllion aores) compares favorebly 1o tre tol
state Cook Inlet (10,412.283 aares) and northern Alaska
(13.416.981 acres) acreage already offered for leese
(23,80.264 aaes). Because tte state has offered virtu-
allydl isCook Inletand norttemAlaska lands for ke,
the inference sthatperhgps asmuch as 2 milllionacres-
mostly inCook Inlet- would il inone of the categpories
of reoffered las.

The statastics in teble 10 show thet the total number
of date tradts leesad in dll 68 state sales represats an
average of aboul 51.6 percent of the tradts offered. This
number s somewhat sraller (43.5 peroant) when calau-
latedbased upon acreeges offeredand leesed. The average
number of feckral tracts leesed inthe 21 fedaral offerirngs
s only abaut 6.4 peicat, or when calaulated based on
acreege, about 6.8 paromit. The discrepancy inthese per-
certages 5 undoubtedly a reaulit of tte large OCS arees
theMinerals Management Service hes historical ly offered
Tor lessirg. Feceral leese salles inaress such as tre Navarin
Besin, Chukchi Sea, Beaufort Self, and even InNPRA.
encampass millias of acres n a sirgle offerirg, com-
pared tostate sales which historical ly offeronly hundreds
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of thousands of aoes. In addiition, it r- lilely tret the
high aosts associated with eploration programs in tte
arctic and westem Alaska OCS have had a dampening
effect on lessing in those aress. For these reesors, te
combined average of dll itabral and State) tradts lessd
of about 18 4 peroat Bviewed as praoebly not being a
very meaningful historical estinete. Ratter, more im-
portance should be placed on the irdividal siate and
feckral aerages.

Ancther calaulation was performed on just the state
sales ntte two dominant ail and ges regians of tre Sate.
Cook Inlet and rnorthem Aleska. In 34 Cook Inlet offer-
ings (camprised of 27 sales and the Cook  Inlet portion of
seven other sales), about 56.4 peroant of the tradis were
leasad (45. 1 peroant based upon acoreege)- In3 inorthem
Alaska sales momprised of 29 sales and portias of two
other sales), about 49.7 percent of the trads were leesd

(43.5 peroant based upon acreece).-

KNOWN DEPOSITS .AND
DRILLED WELLS

A known hydrocarton dgosits ntte stateare listed
on tebles J~9 . 11 There are aurantly 28 developed fields
(22 nrorthemAlada, 16 nCook Inlet) producing oil or
ges or hoth: as of May 1994. the total number of State
leases aontributiing o this production 5232, No fackral
OCS less=s aurantdly produce, but 35 onshore leesss n
Cook  Inlet do have production.

Table 11, provides asummary ofAlaska hydrocarton
dgosits. The total number of undeveloped accurulations
or disoweries inrorthem Alaska 527 which includes
Point Thomson and Flaxman Islad as two sgparate
disoweries. InCook Inkt, trereare 11 additiaal knomn,
but axrrently nonproducing. acounulations. Tnese incluce
three fields trat have previasly produced but are now
shut in (Sterling. Niocolai Creek, and Mogquawkie).
Table 11 also includes the abandoned Katal la fieldonshore
in the Gulfof Alada. The tolal number of knoawn, but
nonproducing, accunulations for the state 53

The grand total of dll Alaska disoveries- the com-
bined number of producing fields and nonproducing
accunulations- B67.

The well database used tO assess numbers of
eploration welks sorganized into onshore and offdore
parts on CD-ROM for Alaska. These categories are ot
strictly achered © ndl csss, as the “onshore” listirg
aotains many vellsdrilledoffSore instatevaters alog
the nonhem._Alaska Beauion Seaaoestand inCook et
These and other minor problems with tre data format do
not nmeterially impact tre \alidity of the data sons
performed in this aslysis. This databese employs 11
categories todescribe niti vel l statis, ranging fromnew
field wildcat to development vells, injection vells,

stratigrgthic testsand otters. For thisaralysis, eploration
vells are cosidered 1 be those vells et =l ino te
folloving three statLs categoriies: new fieldwildcat, new
pool willdeat, and autpost-odansion.

The total number of vells @l types) drilled n
Allaska through Aprill 1994 4.057 according 1o te
databese (table 1D). A comvenient dividing lire for
separating the North Slope Basin (north of the Brooks
Range) from the rest of te state 5 L 68° N. The
catabese revesls that north of this latituoe, 2,911 vells
have beer, drilled; south of this lire. 1.146 vwells have
been drilled. A total of 751 exploration wells have been
drilled in the state through Apriill 1994, In rorthem
Alaska, which includes all onshore aress north of &t
683N., the Beaufort Sea, and the Chukchi Sea. 350
eplorationwells have been drilled. InCook Inlet, the
areabetween E58.5°-623and long 149°-153.53.266
eploration wells have been drillled.

CONCLUSIONS

Historical lessirg data show tet, on average, aout
helfof the racts offerad instetesairs are uktinately lessed
(51.-6 pervent of tre tradts are leassd or 43.5 percent of
the acreage offered E less). Average forstate Cook In-
ket lessed tradts sslightly higner (6.4 paraent) and tte
Tateral averages are arsiderably loner. The signrficane
of this leese infomation sttatalthough virttelly dll te
offered tracts willl have undergone an initidl stege of ex-
ploration prior 1o tre leese sk, only about half of te
offered tradts have undergone the more rigorous second
stage of eloratian, which may involve a second phese
of seisnic-tata acopisition.

Intre thirdeplorationstage (eploratory wellsLtte
number of trects nitally offered for lesse trat might be
drilled has already been reduced by about Half.
Informattion from the well database shows that 751
eploratory vells have been drilled iInAlaska from 1900
through Aol 1924. This number includes 79 earty vells
(many i Katalla and NPRA) thaet were drilld prior ©©
1990. The state conpetitive lessirg program began with
tte Cook InketLease Sale 1on December 10. 1989, and
tre federal program inAlaska began with Sale 39 in 1976.
Thus, tre total number of drilled exploratory vwells
resuling from aonpetitive lessing B672. Itisreesoeble
toassure tratmost of thesevel lswerre locatedon sgarate
tads, tet i, trerewere ot two ormore exploratory vells
on agiven keee. Thiss information leads totteconclusion
that of tte total number of leasad tracts indl state and
Tackeral conpetitive sales (6,272), only 672 were actually
drilled (10.7 peroent) (ble 12). If this percatage B
calaulated just for state leeses and exploratory vells
(which sdifficiitbecause of tre data fomat) , heestinete
ssligtly higer.
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Examining the data furtter reveals the suooess ratio
(peroant of discoveries versus tre number of drillled ex-
ploratian vells) of eploratory drillig in Alasa. For
exarple, thetolal number ofdisoveries (producing fields
plus dl other known accurulations! for Alaska s 7.
Eleven of these dgposits tostly nNPRA) were idntd-
‘fied before conpetitive lessing began inDecember 1959
(=ble). The historical suocess ratioofexploratory drill-
ing since 1960 B te 56 disowveries divided by the 672
eploratory vells, or about 8.3 peroat (t2ble 12). This
calaulation assures that only one exploratory well was
drilld on each dismowery, an assunption tret s rot to-
tliyalid inasmuch a>one or two celinsstionvells drillled
attey-the initial discovery vell may be countted inthe “ex-
plorationwel count.”” However, even iftrevell count is
arbitrarily reduced 10 600 exploratory vells, the suooess
ratio only risss 1o about 9.3 peroat, indicating tret te
originally calaullated 8.3 peroant suocess ratio isdillw ithin
a reesoneble and lagical raree.

Arally. U i inportant toexamine the success ratics
for commercially successful disooveries. InAlada, ttere
are aurently 2S producing ail or gas accumulations, and
three other fields (Sterling. Nicolai Creek, and
Moquawkie) that have produced in tre pest. Three aur-
rentdy producing fields were found prior to 1960 (South
Barrow. Swanson River, and Kenai ges fiekdk). There-
fore, 28 fields meet the ariteria of current or pest
production sice. Salle 1. The 2S fieldsdivided by the 672
eploratory wells reveal that about 4.2 peroent of tre ex-—
ploratory wells drilled since 1960 have found
comercially vieble fiels in Aleda (tble 12). Acpin,
this calaulatias assures ttat anly one exploratory vell
was drilled on each commercial field, an assunption tet
B ot tolally vaiid inasmuch as one or two celinsation
vellsdrilledaftertre ritiEl disowery wdl may be courted
in tte “eploration vell count.”” However, an abitrary
redLction inthe eploratory well count does not signifi-
cantly affect the range of the 4.2 percent estimated
commercial sucoess ratio.

As ofMay 194, 282 stateand 35 federal lesssswere
producing hydrocarbons. Twelve addriaal leesss (@al
commun. . Bill Van Dyke. Department of Natural
Resources) have produced hydrocarbons at some poirnt
intre pest (from fieldsor parts of fields thatare now shut
i), bringing the total number of state and feckral lessss
that have produced or are aurently producing to about

=29 Therefore, ofthe total state and feckral tracts leesad
227l Zpercent™329 272 x 100iarebemg
ir have been) comercially produced lidble 12). This

number s sligitly higher (about 6.3 percent) when
calaulatedw nh just die 4.64 state tracts lessed and State
producing less=s (2%). When calaulated with the 9,018
ol state tradtsoffered for lesse (Bble 1)_just 3.3 payoait
(294/9.018x100) of tre ol state trects offered for leese
were or are being produced.

The state has realizd enormous firercial baefits
from lessig s subsurface ail and ges rights. Revenues
from bonuses, retals, royalties, and taxes on petroleum
exploration and development have contributed
tremendously to tre state™s economy, infrastructure,
starcard of Ivirg, and fisal health. Fotentiial o perceived
arflicts between tte StEE™s ks nu and otrer
activities have historically been evaluated in the best-
interest firdings, w hichw erecampi led by the department
prior ©© lessirp.

Data compi led and analyzed in this study can kelp
increese public understanding of the proocess and reaults
of state and feckral land lessing for ail egloration. The
study points aut tret when lad s made aailable for
leese, only halfwill be leesd; of e lad leesd, anlly a
small percentage w illbe explored; and the exploration of
adill sraller percentage of the leaseswill leed todisoov-
ery of ail and subsequent development.

KEY HISTORICAL PERCENTAGES

<About half of the State treadts offered for lessirg
have actially been lessd.

=About 10.7 percent of the state and feckral tradts
leasd have actually been drilled.

=Disoowveries have been made by about 8.3 peroat
of dl tre state and federal exploratory vwells drilled
since corpetitive lessing begen.

=Commercial dgosits have been found by about
4.2 percent of dll tre state and feckral eploratory
vells drillled sinoe competitive lessing bagan.

=About 5.2 percant of tre total stateand federal tradts
lessed have been comercially developed (were
or are being produced*. About 3.3 peraant of tte
total state trects offered for lease have been
comercially developed (were or are being

produced) .
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Sle

1
1
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4
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a

D
M

oM
D
n

uM

)

oRE
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BB BEMEHRNNRE g

:'gtizbﬂ@c=5

Sale
cale

21/
11/
12/7/0
/5461
Y2141
K/-1/6L
/19561
/22

Acres Peroait Acres

ofiatd leesd lessd
8B.0B.0 87.66% 77,191
175751 93.96% 16,556.57
71,0470 11.10% 2,856.70
400 100.00% 3]
97,8/6,00 98.06% 96,980.00
11,57 100.00% 13,257.00
26,184 73.18% 187,118.44
1,061.70 100.00% 1,061.70
15.68.91 83.7M% 4.43HR3
167.58106 84.41% 141,40.51

CANCELED

B0 71.29% 247,089.00
1.199,371.00 60.3M% 2,248l
,08.00 53.49% DL
O.02.06 74,8M 101,751.28
134,400k 72.66% 113,987 0
19,200 96.6/% 18,50.70
47.70.00 91.4™ 416v.@L

2,5380.00 REJECTED 12//74
31208 82.3M 2%6,447.11
6,623.00 47.5M 1,560
1108 54.200 6,22.15
40,8847 91.500  412,548.47
1%6,615.07 47.10% @,617.97
DAL S4.78% 178,224.71
30,9065 44.500 177,972.5%6
3B408L 36.9M 113,801.71
165,648.04 58.6M 97,883
28.20.4 45.68% 127,119.66

CANCELED

,6/8.04 100.00% 3,68.04
141,140.18 86.86% 26,1076
1%5,28.00 100.00% 15,8.0)
85,00.00 52.76h  429,97/8.16
AP,86.74 75.19% 132,482
6J.J71.50 21.8% 131,190.0
%5.82.41 100.00% %,82.41
&.6a8.08 19.8M 18.89.0
1,874.80 100.00% 1,874.60

123151700 wi644%

Average

Yaae

2.0
2.0
1%
6/0.04
AT
815
P 1
480
DL
0.3

rn

7.8
B5
1549
25

7.3
1390

73.14
B2
7
2,181.66
s R
743
8.5

e]e 2
5377
8.19

4%
1,914.87
63.12
0O
0O
108
533.2
3.3
RH

Tracts
off"asd

-9

R ELERL §8BE@§@§§@ BeHRBYEE Be.z.8_.2
BroredBany RRSEREENHSEN nabBREEY Ba.g9-8eone

R

1

571,94001 4670 Xl

Tracts
leesd

Irtms
recenad
\ 4,00.30.43 Conk Ikt
Q07,6454 (lik Ikt
153531 Mixed
271,61440 (fok Ikt
7,170.264.8 Mixed
10,671.5 Gall Ak
14,88.00.33 Mixed
5,007 ¢) "ok laid
15,714,112.680 Mixed
4132242 (trk -

area

302607 (ork Ikt
5,537,00.5 Mixed
6.145,472.3 Nnilh Sloe
AGAIA374 Cook IKH
7,000,800 17 Mixed
136,20.67 (nok I
1.470,9%6 19 Mixed

18,757.30.83 Cook MIH
300,24.0) Ak R
1,02.219.90 Cork WH
a0,011,606.34 Nrdh Slope
4556057 Cook Ikt
1,324,630 Cook kel
157,888 ("ak el
1,130,34.51 Cook kidl
21.819.180.91 Conk kil
1,00,99.8 Cook HIH

158,041.78 Copper R.
57,191,497.48 North Slgoe
12,387,40.60 Nilli Slg»e
4,2909,781.60 Conk Il
1,524,220 20 Cook I
1,311,936.9 Cook kit
2,583.451.87 NilliSlge
52.943.90 Copper R.
9,4P.20 Lk Inkt
2,713.018.17 Vordh Sige

Dominant

Area
Wide Hay, KaliiuoNinilkehik, Kelieni d Kiy
Kemi Pen ,W Brelats, Nsligek May
ki, Kalilloesky Heei, Hlaatkai Hos
Nintlehik uplands
Tyorek, Gliolller Hay, Ainov Hay
Gunitdlla Hay
ey, Yaulal, Keelieilek hays, S. Keail N. <1
Hip lde, ylats
Tyorek, Knik, Kalpin Is,S Kerail, Wide Hay
il Kael, didoe/iplats
Yalulrt Hy
luelads, K/, D) A. Kerail Pen
hire Is,W phclutds, Pindhoe Wesi
Pridrevesi loCamning R, ddooijilntks
N. Cl, Kalgin. Redorhl Hay, Knik, S Kail
Kenai Pen ,N. A, Micdlelmi Is,Rednehi Hay
Hip Lae, Kaai, ofidoie/iplats
kaldlka, Pirchoe, dliidoe/iplats
Lower Cook IHHL; offforeAplads
Hip Lake, Kmk, N. A, Kalgin Is,Ninilenik
Rort Hetiknud R Moller, dfitshore
Hip Lake, W. Raelats, Kadeniak. lokeai
(CamlebOmingR ,didoe/iiplats
Hip Lde, Knik, Keai, West Porelads
Hip Lake, Knik, Hhilkku, NCI
North Conk Il
Tuaohi, Ninilenik, Keraa, Kalgin
Nainilehik, Kigrelinik Hay, Hehilkia
Kulgm, Ninilehik, N. C], luinguih, Dig Luke
Roint Thicnism
Copper River Hasin
Heeulurt Sea (ol leckial & SiEkE)
Piudlicc plads, Knparuk R loMik Hay
tpErd, Keai Rn., Ssilm
Lower Cook H, Kerai Rn. ad offdore
Lowner A, Kerall Rn., Redount rorth loDrill R
Deantail S, A Thomson area
Middle lamire.and Copper Kinel hiEis
Cliadk River Benpt (Keaid Pen i
I'rideelads, SspR InCamimpR



I'iihle |. summary ofpast slaw com/H'liliw lease sales as ofMay IW 4 (coat.|

Sole Acres Percent Acres Average Tends Tracis lianas Dominant

Sale (lute offered leiiscd leased S/acre  offered leased received area Aren

18 1/19/83 CANCELED » Norton siasin . . o

19 5A7/83 ‘1198 g 10000% 21198808 9905 42 42 $20,998,100.98  Noitli Slope  Heuulort Sea. (iwydyi Hay lo Il.niisoti Uny
D 00883 L0441 02 44 44315488 /T 84 10 317717826  Caak Intel tipper Cl, Amhoiapr soiilli in llomei

0 1/24/84 CANCELED Mingliumiim Hasin =~~~ . .
J1841A 522084 37415189 95.65% 35786302 9453 B4 8l 33,827,3/1.15 Ntnlh Slope  Ilemiloil. Pill I'l"lo lliiiison ILiy. Colvillr/'l!
o 0/18/84 1437910 16 19.40% 2789389 308 B 63 843,964.92  Wrislal Hay lInslol May Uplands Kvieli.ik It lo l'oil lleiilen__
A 226085 2485) ird oAVl 19004154 1328 69 50 252333371 Caak Inlet ~ Cl Exempt, Kenai Pen , Snsilni. N Cl

A 024185  e0s3s no 27.19% 10488500 2826 113 3 465747808 North Slope NS Exeth, Cuiminp K. In Colville

5 9/24/85 192568 H 94.800% 18255081 6379 50 48 11,645,003.20  North Slope  Kupaiok Uplands, m i 0 Zroillioe May
s 2125/86  526.101 00 5070V 266.736(H 916 1M M 2,444,341 85 North Slope KOEamk Uplands: south ol Koparuk oil held
JSA 2125/86 11" "no 10000, 42,053.; vl 1 510.255 10 North Slope  Mlkkelsui Hayl_LogyIs May o
19 6/24/86 1,189,11'M,,$ 33.21% 394,880, 240 260 B 04717127 Cook Intel ~ Kalpin (s, Yfilllia/.Skwenina, Alcxandi Ci
5 27087 592,14/00 1699% 10063200 288 119 26 289,624 90 North Slope ~ I*iml %plamls, Caoninp K. to Sap It

M 6/3087  118,14/31 100.00% 11814731 5605 3 b 6,621.722.81  North Slope ~ Cannlcii ){ Llaxmaii IS to lInfahola It

5 126/88  421.809.16 80.29%  338687.16 1383 89 1 4,683,388.24  North Slope  Koparuk Uplands. Colville It della

66A 6/28/883 CANCELED Nurth Slope Exemé)t__ _

ss 0/28/88  201,706.79 4791%  90.631.90 15211 56 25 14,700,002 00  North Slope  Demarealion I'l , Caiininp K to Canada
r9A 9/28/68 77555500 w75l 36849000 1661 1% 1 6,119,135.00 North Slope ~ Kiifitimk Uplands, Caiininp It lot <like It
52 1/24/89 17598148 2981% 5246334 WL 43 15 1.737512.66  North Slope  Meantoil Sea, I'm I'aini lo' I'anpenl I'aini

I A 1/24/89 677.15 100.00% 677.15 67190 1 454977.40  North Slope  Oliklok I'oini uplamls .
q7A 1/29/91 549,364.06 34.87% 19158806 2877 140 55 5.511.338.27  Cook Inlel  Cl Exeinpi, Amli, llppei Cl, Kenai Pen.
NIA 12991 532,152.82 79.03% 4205678  eess 135 109 27707540 "M North Slope  Koparuk Uplands, Cnnninp It lo Colville It

M 6/4/91 15454240  452%  AL3H 0 710 Ul 0 242,38900  North Slope ~ Kavik, QamimP It. lo Supuvaniikluk It
65 6/4/91 9109094 3520% 17286461  40.46 108 3 6,993.949,12  North Slope  Mcauloii Sea, I'm I'cini loCanmnp, It.
14 9/24/91 605.850.89  4.39% 2660499 1200 13 5 320,852.72  Cook Inlel  Nikislika lo Ninilehik, Dull It, N. Cl
A U2/9  991.087.00 2629 26055000 932 181 46 2429,551.00  North Slope ~ While Hills, Colville It To While Hills
) North Slope  Heaolnil Sea. Nnlavik o Taopcnl I'oini

t8 6/2/92 15344500 0.00% o o000 3 0 (
" 12809 217.205.00 57.47% 124,832.%88 B 0 55 0.750.111.21  North Slope  Koparuk UEIands, Colville o Sup It

U26/93 39302470 36.00% 14150366 46125 65,269,160.65  Cook Inlel  Upper Cook Inlel

8(. K
6/AW  1/26/%3 28057726 45.94% 12980969  18.76 6(9 3 2.433863.85  Cook Inlel ~ Wesi Cook Inlel
1 525093 126014600  3.63% 5727100 2547 228 1.164.555.34  North Slope  Namisluik onahoic, Chandler lo IvishAk It

@A—W 5125193 3765,00 7451%  28.055.00 4841 8 1.158.027.12  North Slope  Koparuk Uplands, Canninp lo Kavik It
5 9/21/93 1,03324801 0.00'/1. o . o000 1% 0 o North Slope NOfth Slo € Eoolhills
TSA 9/21/93 14,342.72 100.00% 1434272 3136 I 449,846.80 North Slope  Colville River Hxempi

TOTALS: 26,686,901.87 43.51 % 11,611,494.55 ]-6491 9,0J8 4,654 $1,914,812,429.61

(1 / triers lo mixed mens dcscrilirtl m liilile 2.

el 0} er] wieopd e S EH] €1 pe |0 pposH 6 ss\aA



Table 2. Details of mixed State lesse sle aless

Mixed Sale
mens manlier

® 31C(|) A
|
3a<|ui
3 Ak Pea.
(2) 5C|

5GOA
5 Ak. Pen

w  ICl
1 GOA

9ci

9 Ak. Pen.

« 13Cl
13N Ak.

1) 16Cl
16 GOA

(7) IK N. Ak.
18 GOA

ik
dite

12/7/60
127160
127160
120111
Totals:

5/23/61
523061
523/61
Totals:

12/10/61
12/10/61
Totals:

7/11/02
7/11/62
Totals:

12/0/64
12/9/64
Totals:

7/10/66
7/10/66
Totals:

124067
1/24(67
Totals:

Alres
nllered

185170
12,275.00
12,270.00
46,651 (7M
13,047.10

58,275.00
23,508 Ql/l
16.003( 8
97,876.0

205,251.44
50,457.00
295,108.44

310,310 46
5,358.47
315,668.93

Sy
624.457.0
119437300

153 441.05
30,060.00
184,410.05

37,662.00
10,067.00
47,129.00

Iaexl
leesd

M0
it
0l
BT
3130

06.(75
c
12.06

11.70
1318

853Kl
12,66
83.17

44,07
14.45
60.39

60.63
87.67
12.66

KH).(H)
50,9
0147

Aeres
lecsd

185170
5,251.00
0.00
15,758.(/.H
22,866.10

56.370.IH3
235080
16.003(H8
05,080.0

147,011.44
30,207 5}2

187,118,

263,758.40

678.47
264,436.93

256.200.H
464,025 6
121,224,

106,835.29
27,152.00
133,987.29

37.0628Hg
5005(H

43,657.00

Average

041
110
03%0
124
154

124.84
2.82
408

1411

08.66
6.87
1943

50.24
120.70
5042

4,53
768

24.18
164.15

52.55

30.02

33.90

Trails Teaets
offeed  lessd
1 1

i 3

0

b )
26 0
03 90
g 6

3

102 99
b6 44
2 0
68 53
84 14
5 2
89 16
31 15/
249 184
610 341
18 132
24 il
205 153
5 5
8 5
23 20

liaes
resenad

$ 10,026.25
511181

0.00
19,521.25
35,326.31

1,038,533 38
66,203.88
69,727.62

1,170,464.88

14,593.650.13
260,190.20
14,863,040.3.3

15,626,116.56

87,006.04 Ak

15,714,112.60

1,160,576.56
4,316,523.29

5,637,099.85

2,58.3,743.87
4457 131.30
1,040,880.17

1.469.645.39
10,260.80
1,479,906.19

Mt |l

men

Conk Inlet
Gulf Ak,
Kodiak
Ak. Pea.

Enok llllel
all Ak.
Ak. Pen.

¢'nok Inlel
Gull Ak

Cook Inlel
Fen.

Cook lalel
N. Alaska

cook lllel
Gulf Ak.

N Alaska
Gall Ak

Aren

Kalilonsky llcueh area
Kalalla area
Olfsanre Kodiak
lleremleea Has

| yonek area
Controller Hay
Pavlov I).iv

S. Keaai, N Cl
ley Hay. Ya) lat

Tyonek. Knik, S Kenal
Wide Hay

Pire s, W 1 nielands areas
Printline West area

Keaai IVn . N Cl
Mnldleion Island

I'linlhoe area
Katalla

0]

i<0 suouoSvsmujjV



Table 3.Summary ofpastfederal lease sales (updaleil February 1994)

126
TOTALS:

"Include* mil)- accepted und rejected high hid amounts.

Sale
due

<1316
10217
1201470
10/21/80
6/30/81
0/20/81
121182
5/26/82
8/5/82
10/13/82
3/15/83
4112183
7/20/83
3/9/84
4/17/84
7/18/84
8/22/84
2120/85
2[16/86
4/11/86
5/2/86
5/2/86
3/16/88
5/25/88
10/11/88
6/26/01
8/28/01

Acres Peraait Acres
offerad leesed lesd
1,008.100.00 40.56 400,058
765.a80.00 64.44 405,307
171.423.00 40.46 85,776
1,105,560.00 16.67 100,261
996.300.00 0.57 5,603
85!:,247.00 8.52 13.157
161, >57.00 44,57 675,816
351<151500 1.85 216,306
785,080.60 0.00 0
1,825,770.40 3631 662,860
2.370,751.00 1411 335,808
2,688,787.00 20.12 540,017
2.105.845,00 18.96 416.433
CANCELED
28,048,005.00 331 027.080
1,500,677.00 0.00 0
1,113,446.82 15 1207714
CANCULIID
CANCELED
CANCEL!’B
CANCELE
CANCELED 1
18,277,806.00 6.08 1,110,742
25,631,122.00 147 1,014,285
5,603,586.00 217 121,754
18,556,076.24 140 276.004
18,087,075.60 0.84 150,213
144.382.2P.75 6.85 0,894,273

Average Works

Stoe  offered
1,368.60 180
804.40 135
5,607.20 46
550.70 210
20.05 175
60.23 153
86.34 50
32l 212
0.00 140
3,101.16 338
046.34 418
188.40 0
40.02 8
556.38 5,036
0.00 64
122.00 1410
103.77 3,344
240.72 4,604
183.87 000
60.80 3ALT
44.70 3,476
661.60 25078

Illads
leesd

16
87
24
3

1
13
26
2

202
350
23
of
28

1618

High
il oE”

$571.871,587
400310543
401728138
117550113
1001738
4,405,800

i

I

0
2,067,604.786
325,267,372
427,343,8%_0
n

6.11,22833T
m
877,131,32/"

115,261,636
478.177,048
05,430,500
16.807.025
1,117,304

6,630,346,077

Irtms
received

$550,876,587
308.471,313
488.601.138
100,751,073
170,406
4,405,800
58,351.262
0,741,02(2)

2.0%5,632.33(1
317,873,312
426,458,830
16,666,650

516,317,331
0
871,964,727

115,261,636
478,032,631
05.430.500
16,807,025
1,117,304

6,546,089,741

Area

gail ol Alaska
unk Inlet

Hennfoil Sea

Cull ol Alaska

Cull of Alaska

Conk Inlet

NI'KA

NPRA

link Inlet .
loaufuii Sea - Dtapir Etcld
Norton Humii

St George Ilasin

NPRA _

Uariow Ailtia liulxn
Navarin llasin

NPRA .
Dcaulnit Sea - Diapit Iteld
Slunnagin

Slivinayin

Notton llasin

St. George llasin

Gulf of Alaska

liciiulort Sea

Cluikelii Sea

N Aleutian llasin

Deanfoil Sea

Chukehi Sea

Poes not include 17 blocks (3*7,16K lieeliucs) in Side H3 idtected by u Soviet cliiini of juridicluni. lintson Iliese blocks wetc rejected on December II, I*7MK Does not include 4 blocks 0,216 bee tares) in
Side 87 und 16 blocks (33,353 lieeliucs) in Sole 77 idlccleil by ii ("imiidiiin claim ol jurisdiction. Hid*, on these blocks have been determined to be adei|iiule bill will not lie ueee|iled or injected until the 11 S

deleimines lliat it is in itsbest interest lodo so. The 1/5-honus amounts received lor these bids Imvc been plticed in tin interest licming account

eyse|y 1o} eeq uonelojdx3 pue aeS asesT SeH Inw IO [edliolsiH b sisAjeuy

|2}



Table 4, Producingfields ofnorthern Alaska as ofJanuary IW !

, Pr%eot,ed g,
Years in _ Year ol 1994 daily piod.
Satus  production ~ No.  field name discovery  (x 2000 blils/day)
P 1969-present 1 Prudlinc Hay 1967 1,078
P 191 mesent 2 Lishiime 1967 24
P 1981 -present 3 KuPariik River 1969 315
P 198present* 4 Milne Point! 1969 20
P 1993present 5 Prudlinc Hayother 1970, 1976 6
P 1986-5resent ftliivlicoii" 1978 100
Pa/% 1994 T Niakuk' 1985 10
P 1993-present 8 Point Melnlyte 1988 H
TOTALS:
P 1%8present 1 South Hamow 1949 not available
P 198%present 2 Prudhoe Hy 1967 not available
P 1%l-present 3 Lishume 1967 mil available
P 1981-present 4 Kupatuk River 1969 not available
P 198presentt 5 Milne Pointb’ 1969 not available
P 198Lpresent  ft Isusl Harow 1974 not available
P 1993-present 7 Pruchoe Hay other 1976 not available
P 1% present 8  Lsndoal 1978 not available
P 199-present 9 Walakpa 1980 not available
TOTALS:

1= producing

Hliinuted ~ Cumulative
original reenv.  pioduction  teseives
Tesetves Hm 1993  asof Y%
Oil production (Millions of hurt els)

9590 8307 3618
400 % 83
1,200 1,070 1142
60 U 8l
25 | 25
375 243 262
55 0 55
300 2 15
12006 9,755 5,622

(ins production (llillions of cubic feel)
25 2 4
28,500 1,631 21,551
635 10 217
M0 261 709
Niu 9 ua
2 1 6
na 1 na
73l ik 908
na 1 ifi
0543 2072 23455

"Milne Point was shut in for 1988 und |mrl of 1987

“*Milne Point includes Selirmlcr liltiff; Schrader HIuff prtulnclioii ciiinnieiiccd in 1991
“includes Wesi Ucudi mid N. Pindhoe Huy Sluic (discovered in 1970) logclhcr
9ncludes Sag Della North; Sag Della productioncommenced in 1989

“includes Alnpnli (I.ishumc)

Milne Pi. is iissigned no gus reserves lieciiuse most of its gas will lie used (oi piodiiclion fuel

Sources: Historical and Projected ()il mid fins (‘oiisiiiiiplion," DNH, fell 199-1; "lisliinales of Oil Keserves in Alaska" and "lislimales ol (las Reserves in Alaska." A<ififf'. Lin 1991

Remaining  fsi. ultimate

lecove
asof U

11995
181
2917
115
)
505
o
358

15377

25
23182
347
970
na

na
979
Ifa

25,516

fst. percent
depleted
as0f 1%

69,791
54.2%
48 41
29.5%
32
48 1%
otv;
05"

B4(1%

7.0%
20.2%
26.9%

53.8%
na
1.3%
na



Table 5. Significant undeveloped northern Alaska hydrocarbon accumulations as ofJanuary 1994

Years n
Sars podctdon No fieldname

1)) log3-ney 1 Mesi Sk

u” tnic T 1ol Thiosavi-laxaru
[])] none 1 Ndi=insA Islad
[])] none .ol Thorea V1™ luxman

111) - undeveloped
"Wesi Sak I7Int Project

Fogedadag. Iclimd
Yeai of 1994 caily ptd. arigirel raov.
disvay &IODOls/hy) reenes

Oil iniirunlalims (Millias ofininels)

190 0 47
mt 0 20
194 0 I

(s nilimLiidiik (illiosdratite ei-y

1077 . 3,50

Quulative

thu 193

<1

Remaining

a0l 13

88 B

3.00

et ultitate
remnely
a0l 1/

S8 B

3000,

Smiiccs: "Historical and I"mjcclcd Oil and lias Consumption, >?I)NK, Irli. 1994; “I-stiiunlcs id"0il Reserves in Alaska™ and "lislimalesof (ias Reserves in Alaska.” Ai I'lilJan 1994

I, et
a0l 1/

o=

a';;
"1

0oC;L

uonesojdx3 pue seS a8ses] LO Pue IO |edlioIsiH §

Bysely 10} ereq

1)



Table 6. Oilier undeveloped ambient Alaska hydrocarbon discoveries as of January IW-I

listinalid Fslimatd
Yeard mipiral leov. Yeard agirel raov.
No. Feld name disoery resenes No. Feld name disoery resenes
il disoeries (Villios oftanels) (rsdisoeries Billiasofabic =)

1 1A 1046 50 1 Meade 1050 20

2 RshCiek 1040 na 2 \oirCieek 161 na

3 Sinpsn 1080 » 3 @bk 1061 600

4 Mikclsn 1078 na 4 Sipiielake 102 5¢

5 (wdyi Hay 1|1 na 5 st 1063 na

6 Tem slad 1083 na 6 Kaik 1080 Wi

7 Hemi Srirgs 1084 na 7  Kemik 1072 na

H Ml 1085 na

9 [lameilied 1085 na

10 Sapiper Hlad 1086 na

Il Uiulani 1000 na

12 Knvim (007 na

13 Rod @MilkeHk) 102 na

1 Kalrbik @MllkeBER) (002 na

5 Cosauke 103 na

16 Sourdough 1004 na



Table 7. producingtields ofCook Inletos ofdonittny 1004

Years in

Status  production
¥ TASS-present
b 1968-present
F o 197-present
I 1967-present
[ 1965-present
¥ 1972-present
b 1993-present
¥ 1958-present
T 1960 present
1975 present*
P 1965-present
P 1969-present
" 1963-presentl
P 197-present
P 1965-present
¥ 1967-present
P 1973-present
* 1990-present
I 1984-present
B 1990-present
P 1986-present
P 1988-present
P 1993-present

I” = producing

No

o TTO GO RO

lE;tLooowoampr'_\

B GoRSKS

Field name

Swanson River gederal) 1957

Year of
discovery

Middle Hbound hoal 1962
(iiunitc 'oinl 1965
Liinline Hay 1965
McAitlitu Rivet 1965
Jeaver Cieck (federal) 1965
West McArthur River 1991

Swanson River (lederal) 1957

Kenai

West Fork

Middle (bound Shoal
North Cook Inlet
Helogu River
Granite ['oinl
Tradlng Hay
McArthur River
Heaver Creek (federal)
Ivan River

Lewis River

Stump Lake

Pretty Creek

Cannery Loop
West McArihur River

‘West Foils wus sliil in from 1986 Itlirougli 1090

‘llclugu ilid nut produce in 1965 mill 106f>

1959
1960
1962
1962
1962
1965
1965
1965
1965
1966
1975
1978
1979
1979
1991

9JECted nvg. lisliiunlcd ~~ Cumulative
daily prod, ~ original recov.  production
(<1000 bRk(day)  Teseves luu 1993
Oil production (Millions of barrels)
a 217 219
6.1 162 169
6.2 126 120
22 90 %
179 574 5i1
nlg 1 5
na 0
TOTALS: 1173 1,168
(ins production (llillimis of cubic feet)
ot available 259.000 q.(K&O
not available. 2,496.000 2,081.189
not available na 4,049
not available 86.000 91.983
not available 1594.0(8 1,089.65/
not available 1,003.0(8 455.358
not available 105.018 104.804
not available 63.&88 69.564
not available 965. &8 617.615
not available 2415(8 127.176
not available na 11112
not available na § 157
not available na 4.464
not available na 4.838
not available 300.000 65.726
not available na 0.031
TOTALS:  7,112.5m0 4,76.73

Pretty Creek mid .Slump |.tike remaining reserve.l.mil ultimate recovery arc coinliincd

Sonnes: "llistoricnl mid I'rojecti'd Oil and (ias | 'onsninplioti,”

IINK. Feb. 1091; "listjinnies olO il deserves in Alaska" and "lislitnales ol (ias Kescrves in Alaska,” ACKiCC, Jan 1091

Remaining i, ultimate
FESErVes recove
asol 1/% asof 1/
il 230
16 18
U 134
6 101
4 rall
1 6
5 5
95 1263
1658 1 165 9)
204 2.285.18
8049
11 0 102.983
410.0(8 1,499.657
375.0(8 830,358
3308 137.804
29018 98.564
349.0&8 966.615
115008 242.176
nii na
na na
18 194302
1 C
226.0(8) 291.726
na na
1PLOAD) 6,628.121

list percent
depleted
asol /%

95 2%
91.3%
89 6%
91.0%
91 0%
82 2%

2.(1%

eysely Joj eleg uonelojdx3 pue ofeS asea se9 pue [I0 [edlIoIsIH P sishjeuy

q



Table 8. oitier known took InIeI"hydrocarbon accumulationsos ofJanuary IW |

19§t}gieeled ivj* Hsliiuated Cumulatlve Remaining list, ultimate kst pencil!

Years in Year of dally piml.  otiginal leeov. production [eserves ia depleted
Stains  ptoditelion  No. D'ield name Discovely — (xI(lll hh”) sitlay) gresetves linn 1993 asof /% asid 1/83 asol 1/
Oil iimmiulalioii.s (Millions of barrels)
ABNI) 19041933 1 Katalla (Golfol Alaska) 1902 i na 0.154 na na na
Il none 2 Kedouhl Shoal I%H Jf na 0.000 na na on',
Ul nunc 3 Snnitsli 19 I i 0.02)0 77000 T10H) 00,
(bis nccimiiilnlitms (ltillions of cubic feet)
Sl 1902-10k0 1 Sterlingl 1901 not available 25.KM 2.088 230H 25,088 83X
HI none 2 balls Creek 191 liol available na 0.019 130 13019 0r;
Il none 3 West bnielhnd 1902 not available na 0.¢in) 200 20.0H) mr;
1y none 4 N. Middle (iround Shoal 1% not available na na a Wi na
S 19%7 1970 5 Moipiawkie. 1965 not available na 0.985 na na na
Ul) none 6 Noith bulk 1065 not available na 0.105 120 12105 09
S 1908-1977 7 Nicolai Creek 1966 not available wa 1.062 20) 3.062 A,
Ul none K Hitch Hil 1967 nol available 1L0H) 0.065 110 11,065 0.6%
Illg none 4 Alheit Knloa 1968 not available na 0.119 a na na

1ncludes Kululln, onshoic in HicGull of Alaska
** Sterling Held hits been slIml in since 1987
/MINI) = abandoned

1) = undeveloped

SI = siml-ill

Sources: “Historical und Projected Oil and Gas Consumption,™ I)NK, Pub. 173°M; “lislimiiles of Oil deserves in Alaska" and lislinintes of Cias Kcservcs in Alaska,” AOGCC . Jan. 13IM

[I~<6suouXinis/tt udyy



Tahle 9. com plete listing ofoil Alaska discoveries

No.  Fleldoonulitaoa Dismervcate HFuidtye(®) Statis No. Meld/uocuruhirtiun Discovery chte Fluid (s Statis

Northem Alasia Cook Inket
1 Pruchoe Hay 1907 Qil, Gas P 40  Swunson River 19%7 Oil. Gas P
2 Lisurc 1907 ail, Gas * 41 Micdle Gitrd Soal 199 Oil. Gas P
3 KupankRiver 1909 Oil. Gas ¥ 42 Qanite Rt 1966 ail, @s P
4 Milre Roint 198 Oil. Gas * 43 TradiiRHay 1965 Oil.Gas P
5 Prod. Hay -West Reach 197 Gil, Gas P 44 NoAithw River 195 ail, Gas P
6 P Hay -N. PH Si. 1910 Gil, Gas P 45  HeaverOresk 1955 ail, Gas P
7 lidiolt 1978 Qil, Gas P 46 West McAi Ihur Rivei 1901 ail, Gas P
K Niakuk 1966 oil P 47  Kergi 1989 Ges P
9 Rint\elntyie 1988 Oil, Gas P 48 \est lark 1990 Gas P
10 South Harrow 190 Gas P 49 NorthCook Ikt 1952 Gas P @
1 RestHarrow 1974 Gas P 50  HeltRaKinvei 19 (s P Q
L \Walakpa 1990 Gas P 51 henRiver 196 fis P I
B West Sk 1900 Ol UD 52 LewisRiver 1975 Gas P
14 RointThomson 1977 Gil, Gas (D 53 StunpLake 1978 Gas P
5 N/l sad 184 oil )} 54 Ficity (resk 1979 Gas P '
0 Flaon ad 1975 Oil il 5%  Camery Loup 197 Gs P o
7 Unial 19%6 Ol UD 5%  Katalla (QuifofAlasia) 192 ail AHND) 8
K PishOresk 199 ail 1)) 57 Kodouhl Soal 1968 ail uD
19 Sinpson 1950 oil 1)) 58 Qntish 101 ail V) &
20 Mikolsn 197 Ol UD 5  Seliy 161 Gas 9
21 GwoyrHay 1981 oil UD 60 RallsCresk 1961 Gas UD %
2 Tem lad 183 Oil ub 6l \est Paekrd 192 Gas 1))
2 leni Prirgs 1984 ail 1)) 62 NorthPork 1956 Gas uD &
2 OhilleD:ta 166 Oil uD 63 Nicolai Oresk 19%6 G S| =
% Uumerhad 1980 ail UD 64 MirchHill 1967 Gas uD
2D Sarcpiper sl 1980 ail uD 65 Mnipiankic 1985 Gs s &
27 Woumi 1990 oil uD 66 AlbertKaloa 1968 Gas uD g
X Kt 192 oil uD 67 N Micdle Ground Soel 11 Gas uD .
29 Fiad @NilleD:t) 190 ail uD =
D Kalthik @ivillle Detts) 192 Ol uD Adbreviations g
3l Cascace 193 Ol ud
2 SourdoRh 194 na ur) P =prodeing g
B Made 1950 Gas uD UD - udaveloped
3 WolfOresk 1%L Gas uD ABND = abandoned §
¥ Qbik 1%1 Gas uD S =dutn
D Siraeluc 1952 Gas UD 1 —_ 1= disoovered prici © L
37 fetlnial 1908 Gas UD petitive kesiy, 1249 N
K awik 199 Gas ur)
V) (emik 1972 ak un
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Table 10. Conmiled leaw sale data lirowh May |94

STATE SALES ONLY
Tracts Trats Acres
1 offared” s offerad”
Cook Iniel
A Sles s m 2.7 10.412.283.20
North Alaska”
. 3l Skes” 3a» 150 13.416 B
FEDERAL SALES ONLY
Cook Inket
3" 425 10 2.411.916 80
North Alaskal
1 Sles 17153 106 100.08.814,15
STATE AND FEDERAL SALES
63 State Sales 9.013 464 26.6%.901.87
21 Fed. Sles 5.08 1618 MR N7T
Total: %.06 6.272 171.09.119.62
PERCENTAGES OF TRACISLEASED TO TRACTSOFFERED
| Cook Inletonlv North Alaska anlv
State 5371t 20.65c
Feckral B3t 6.21%
State & Feceral 53.71ft 3.0
PERCENTAGES OF ACRES LEASED T0 ACRES OFFERED
J Cook Inktanlv North Alaska onlv
1
State 8.14c 354D
Feceral B.571t 6.7
State & Feceral B2t 1.13ft

fncludes ail wcis or acreage: new and reoffercd

"includes some released tracts or acreage

27 CI sales plus the CI portions of" other sales

North Alaska: enure North Slope onshore including NPRA) . Beaufort Sex and Chukchi Sea
"29 North .Alaska sales plus the North Alaska portions of 2 other sales

"Includes one reoffeting sale. RS-2

Note: Number of active state leases (as 0f 5/94;: 1,148
Number of producing state leases ias of 5/94): 252 (about 12 more have produced in past)
Number of active 0CS federal leases las of 2/94): 334 (no 0CS leases produce)
Number of active onshore federal leases (as of 5/94): 155
Number of producing onshore federal leases (as of 5/94): 35

Acres
leesd”

5.012.40.63

5.902.43.45

6.73%.20.00

11.611.44.%
9,994.273.00

21.556.767,5

All aress

51.61ft
6.451t
18.401t

All aress

43511t
6.1t
12571t
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Tabic 11.Hvdrearbon deposit sumaries and well counts thraugh April 79w

CURRENTLY PRODUCING FIELDS

Area al Gisaiv Total
N. Alda Q 3 i
Cook it 7 0 >3

Other 0 0 0

Total producing fields: )

Serfiry. Nicokai Qresk, and Moopenkiie

CURRENTLY AND PAST
PRODUCING FIELDS
DISCOVERED POST-1959*

N. Alsda n
Cook Inet 7

ALL
NONPRODUC ING DEPOSITS DEPOSITS
GRAND
Area Sutn  Undvipd Total TOTALS
N. Alasqj 0 zr z i e]
Cook Het > 8 n 27
Other igl 0 1 1
Total of other dgxsits: ce) 374
el b Fed 10O Aled @) pralcad bcflyad B
now arsiciredabacored

ALL DEPOSITS

DISCOVERED POST-1959"

N.Alaska 3l
Cook Inket 5

“Comercial TS tetvere dispaaldfla 199, adhae prad.cd araepal cirg
“All dyrsats (@omercial ad rocomercial) tetvwere mecke dftar 199

Note: Conpetitive lesirg aceenwirth SeieSaleNo 1 inDecenter 1980, All disoares fourdaflar
tetce, rdudigaomearcial ly prod.oad fidksad rocomercial acamiatio s,

aeamsitofteanpetitive lkdigpaoyas.

NUMBERS OF DRILLED WELLS* INALASKA

Areas Al tyes ofvells
N. of 63° laitLob 2911
S. of68s Hitd ™ 1.1%6
Bntare State Total - 4.067
Cook INetOnlv: 973
Northem Alaskaeb 2911
N. Alaska & C.1. Total: 384

“Sefead eyl agoreaddidoe

Bploration vells
Bolorationwdk post-190
30 3B
201 37
sl 672
26 28
30 3B
616 | 53

Inr 02 sen fidvilldats naw poo! wildzts, ardadtpestedasiavells
LrreNerm Tigeadore irduirg VARY) . Beular. Sa. ad ki Sa

'R ofsaedtatenft

“Justok et cefiredby BB 5:62 ad lay KB=18.5°

"“Sresi)
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Table 12. Historical percentages and success ratios through April 1994

PERCENTAGES OF TRACTS LEASED THAT WERE ACTUALLY DRILLED BY EXPLORATORY WELLS

Boloratory odlks
driller Total tracts lessad” Calaulated peroentage
Northem Alaska 3B 265 12.6%
Cook Il 238 286 8a:
Entire State 672 624V 10.7%

Mellsdutied jIh’[chber 198. ﬁE@TLFBofcompetiU'e hﬂ_'g
'Setead fehd tads lesy

PERCENTAGES OF TRACTS LEASED THAT ARE BEING COMMERCIALLY PRODUCED

Producing leesss” Total tradts leesd Calaulated peyoarttage
State sl 4.664 6-3%
Federal >H 1618 2-2%
State and feckral 39 e 5. 2%

“Current!;- producing or have produced ;n the past

PERCENTAGES OF TRACTS OFFERED THAT .ARE BELN"GCOMMERCLALLY PRODUCED
Producing lesss” Total tractsoffered Calaulated peroentage

State | s 9.018 3.3

REGIONAL EXPLORATION WELL SUCCESS RATIOS

ALL DEPOSITS ALL COMMERCIAL
POST-1959 FIELDS. POST-1959

Area SUooESS ratio QoSS rato
Northem Alaska 31/36 x 100= 9.2% 11/36x 100=3.3%
Cook Inket /248 \ 100= 10.1% 17/248 x 100=6.9%

Etire State 5%6/672x 100= 8.3 28/672x 100=422%



Analysis d Historical (>l and Gas Lease Sale and Exploration

Data for Alaska

Figure 3. Nunber of Alaska disooveries by year thraugh April 7w .



Figure *t. lixplimilion wells (hilled inAlaska linniNi A/nil 1981
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Sec. 83.06.180. Oil and gas lessing, @ The legislature firds thatt

@ the people of Alaska have an intereat in the development of the
states ail and gas resources 1©

(A maximize the econamic and physical recovery of the resouraeH;

® maximize carmpetition among parties seeking to exlore and
davelop the resources;

© maximize use of Alaskas human resources in the development
of the resources;

@ itsinthe best interests of the state o encourage n.. assessment
ofitsail and gas resources and toallow the maximum fledbility in the
methods of issuing leesss O

@) reconize the many varied geographical regions of the state and
the different assta of exploring for aill and gas In these rgias;

<B) minimize the adverse impact of eloration, development, pro-
duction, and trangportation activity.

® The comissioner gell bienially prepare ad, between the
lirtand the 15th day of the first regular session of each Iggislature,
roafy the legislature of the awaillability of, n fivesyear proposed ail
and gas lessing program casistirng of a schedule of proposed lese
sales and specifying as precisely us practicable the looution of trects
proposed to be offered farail und gas lessing during the calendar year
inwhich tho proposed program is mode availeble to the Iggislature
-md the folloving four calendar years.

© Bxoept as provided in (@) and (W) of this sectian, an aill and gas
leese sale muy not be held unless twaB included in the proposed
lessing programs submitted 1o the legislature during the two calendar
\veurs preceding the year inwhich the sale isteld. A lease Bale may
not be held before the date it isschedulled in the proposed ail and gas
lessing program.

Id) The camissioner may isse ail und gas lesses Ih an area thot
liss not been included ina leesing program suomitted, in accordance
with () of this sectin, to the Iggislature if the land © be leased
lgwas previassly aibject 1o a valid state or feceral aill and gas

@ i ocotiguous to lad alresdy under state, foderal or private
leiee and the commissioner makes a written firding, after hearing,
Ihat lessing of the land would result in a substantial prosebility of
«=ly evaluation and development of the land to be lessd;

@ s adjacent t land owned or antrolled by another party on
which a discovery of camercial quantities of ail or gaB has been
made, and the commissioner firds, after hearing, that there ksa rea—
soreblle prabebility that the land 1o bo leased cotains dil or gaB in
iormunication with the aill or gas discovered on the land of the other
party;

@ sadjacent o land included inthejederol five-year Outer Conti-
nertal Shel T leasing program undefW U.S.C. 1344, and the commis-
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sioner makes a written firding, after hearing, thut coordinated or
simultaneous lessing with the federal govermment i in the public
inteyest; or

O sthe abject of un ail und gas exploration liceee issued under
AS 3B.06.131 - 3B.06.134.

©® Sinultaneously with submission of the lessing program re-
quired under () of this section, the commissioner sull prepare and
rotafy the legislature of the aallability of a report containing the
folloming:

(€)) ﬁr% schedulle ofall lease sulles held during the preceding calen-
dar year, the bidding method or methods utiliad, and an analysis of
the results of the bidding;

@ ifdetermined, u description of the bidding methods to be used
for ull leese sales 1o be held during the current and next two succeed-
ing calendar yeurs;

@ the reasons n particular bidding method has been selected

(O BExcept as provided by AS 38.06.131 — 38.06.134, the commis-
siaermay issedl and gaB leeses on state land to the highest respon-
sible qalified bidder determined by competitive bidding under regu-

latias adopted by the commissioner. Biddingmay lieby sealed bid or
according to any other bidding procedure the commissioner deter—
mines s in the best interests of the stute. Whenever, under any of the
lessing methods listed in this subsection, a royalty share s resernved
1o the state, tdull be celivered in pipelire qality and free or ull
lense or unit expenses,  including but not limited to separation, clean-
ing, dehydration, gathering, salt wuter digoosul, and preparation for
trangportation offthe leese or unit area. Following a pre-salle aalysis,
the comissioner may choose at lesst one of the folloving lessing
methods:

(Da cash bonuB bid with a fixed royalty shure resened 1o the state
of not less than 12.5 peroent in amount or value of the production
removed or sold from tho lesss;

(@ a cash bonus bid with a fixed royulty share resenved to the state
of not less than 12.5 peroant in amount or value of the production
removed or sold from the leese and a fixed share of the net profit
derived from tho leese of ot less than 30 peroent resernved 1o the stute;

@ a foad cash bonus with a royalty share resened to the state as
the bid variable but no less than 12.5 percent in amount or value of
the production removed or sold from the lesse;

@ a fed cosh bonus with the share of the net profit derived from
the leese resernved 1o the state as the bid variable;

©® a fed cash bonus with a fixad royalty share resernved to the
state of not less than 12.5 peroent in amount or value of the produc-
tin removed or sold from the lesse with the share of the net profit
derived from the leese resenved 1o the state as tho bid variable;
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® u cuah bonuB bid with a fixed royalty share resernved to the state
Imsed on a sliding Beale acoording 1o the volume ofproductiion or other
Lidarbut inno event less thun 12.5 percent inumounl or value of the
production removed or sold from the leese;

(@ a fixed cash bonus with a royalty share resened to tho Buite
based on a sliding scale according lo tho volume of production or other
toctor s the bid variuble but not less than 12.5 peroent inamount or
value of the production removed or Bold from tre laee.

id) The share of the net profit derived from a lesse resened to the

late under (@) of this section s royalty sale proceeds far the purposes
4 the Alaska permanent fund under AS 37.13.010.

ihl The camissioner may include terms inany all and gas lesse

+poHing a minimum work commitment on the lesse. These terms

kall be made public before the Bale, und may include gppropriate
«cralty provisios 10 take effect in the event the lessee does not Tulfill
lieminimum work commitment. IFitisdemonstrated thata leese has
<I'm proven unproductive by actions of udjacent leese holders, the
anmmissioner may et aside u work commitment. The comissioner
nay wuive fara period not toexceed one two-year period any term ofa
Minimum work commitment if the comissioner mukes a written
mding erther that conditions preventing drillirg or eploration were
miyad the lesseS reasonsblle Wility 1o foresee or aotrol o thatt the
s has demonstrated through good faith effarts un intent and abill-
iv o dill or develop the leuse during the term of the waiver.

ul The comissioner may provide far the establishment of an ex-

duration incentive aradit system under which a lessee of state land
raligan exploratory well on that land may eam aredits based upon
Iie footage drilled and the region inwhich the vell ssittated. The
umissioner may also provide for aedits to be earmed by persons
merforming geophysical work on state lud, ifthat work is performed
nring tho two seasons inmediately preceding an announced lesse
de and on land included within the salle area and the gegphysical
sformation ismade public folloving the salle. Credits may not exceed
H jiercant of the aost of the drillling or geophysiical work. Credits may
used during a limited periad esteblished by the commissioner and
my be assigned during that periad. Credits may bo goplied against
Tail and gas royalty and rental payments payable 1o the state or )
Des payable under AS 43.56. A aedit may not exceed 50 percent of
be payment toward which it is being gplied. Amounts due the
laska permanent fund (AS 37.13.010) dall be calaulated before the
mplication of aadits under this subsection.
iD The commissioner
<11 may provide for an increese or decreuse or otherwise modify
wilty, toallow for production that would not otherwiise be econami-
Ily fessible, on individial lesses, leases unitized as described in Q)
this section,  leases subject to un agreement described ih @ or ® of
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this ssction, or interests unitized under AS 31.05; the commissioner
may ect under this subsection to modify the royalty

(A) utterJune 20, 1395 and not later than July 1, 2015, so long as
the authority to modify royalty under this subparagraph has been
authorized or rewuthoriied by law within the ten years preceding the
camissioner”s uction t modify the royalty, to allow for production
from an al or gas field or pool if

O tre al or gas field or pol has been delineated sufficiently to
allow the commissioner to conduct the analyses and make the findings
required by this subssction; and

hii) tho field or pool hus not previausly produced aill or gas for slle;

® toprolog the economic lifecfan ail or gas field or pool as asts
per barrel or burrel equivalent increese; or

© 1o resstablish production of sut-in ail or gs;

@ may notgrunt u royalty modification unless the lesse or lesssss
requesting the modification make a clear and corvincing showing thatt
a mdification of royalty meets tho requirements of this subsection
und B In the best interests of the state;

3) dall

((A)\) ocodirtion any royalty modification grunted undei this subsec-
tin in any way necessary lo protect tho stated best interests;

® detribe, In the findings and determinations required by this
Subsection, the relevant fectors, including price, projected production
rate or volune, predicted ultimate recovery, and development, operat-
iy, and trangportation asts, upon which the modification s besed;

(© for a modification under (D@ of this subsection, st out the
terms and coditias, which

@ must include a mechanism far adjusting royalty percentage
based on price; using forecasts of the range of future prices and their
praxebilities, the mechanism must provide that the value of the poten-
tal revenue incresses resuliting from royalty percentage  increeses
must exceed tho value of the potential revenue loses resulting from
royalty percentage decreeses; and .

@) may inrclude, in addition to the royalty percentage adjustment
based on price, which must meet the conditions specified in (@) of this
subparagraph, a further adjustment baBed on production rate or vol-
ume from the field or pool; and

O for a mdification under (D) or (1)(C) of this subsection, set
out the terms and aoditias, which may include substitution of a
sliding scale royalty or other mechanism tomodify the royalty ifthere
isa change inthe relevant fadrs, such os price, projected production
rate or voluno, predicted ultimate recovery, and development, operat-
iy, and trangportation asts, upon which the modification s based;

@ may not grant a royalty modification for a field or pool

@ under @) ofthis subsection ifthe royalty modification for the
field or pool would establish a royalty rate of less than five percent in

™
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amount or value of the production removed or sold from u lesse or
leesss covering the field or pool;

® under @ or OO of this subsection ifthe royulty modifica-

tion for the field or pool would establish a royalty rate of less than
three peroent in amount or value of the production removed or sold
fran a leuse or leasss covering the field or pool;

® may not grant a royulty modification under this subsection

without including an explicit condition that the royalty nodification
5 not assigneble without the priior written approval of the commis-
Siaer; the comissioner dull, in the preliminary and firal firdings
and determinations, set out the codirttions under which the royalty
modification muy be ussigned;

© gl reguire the lesseor lesses tosuomit, wirth the gplication
farthe royalty nodification, firencial and tedmical duta that demon-
strate that the requirements of this subsection are mat; the commis-
siaer smil

@ require disclosure of the firencial and tedmical data reluted ©
development, production, and trangportation of ail und gas from the
fieldor pool thatt are nooessury lomake a determination as towhether
or not to grunt the request far royalty nodification; und

® keep the datu described in (B) of this paragraph aorfidential
under AS 38.06.0355(@)(9) at the request of the lesseor lessses makiing
gplication for the royalty modification; the aonfidential datu may be
disclosed by the comissioner to Iggislators und o the lggislative
auditor and as directed by the dair or vice-dair of the LB&A Com-
mirttee 1o the director of the division of legislative finunoe, the perma-
nent employees of their respective divisios who are resposible far
evaluating a royalty modification, und 1o agents or contractors of the
legislative auditor or the legislative finance director who ure enguged
under contract to ewluatc the royalty nodification, provided they
sign an gopropriate aofidntiality agreement;

@ may require the leBse or lesssss muking gplication far the
royalty modification to pay forthe services ofan independent contrac-
tor- qalified toewuluute hydrocarbon development, production, trans-
portation, and econamics, who is selected by the commissioner to as-
sist the cormissioner in evaluating the goplication and firencial and
tedmical data; selection ofun independent contractor under thiBpara-
graph s not abject o AS H.30;

® dH=ll

(At make and publish a preliminary findings and determination on
the royalty nodification gplication; ifthe preliminary findings and
determination concems a royalty modification under (1KA) of this
SUbsection, the preliminary findings and determination shall also be
presented to the govermor far the govermor’s goproval or disgoproval ;
the govermor may not delegate a determination 1o approve or disap-
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prove a preliminary findings und determination under this subpara—

gn(g)]'ﬁra royalty modification under (OY(A) of this subsection, ifthe
governor approves the preliminary findings and determination under
A of this puregruph, . .

@ give reasonable public rotice of the preliminary findings und
determination;

@) concurrently with the issuance of the publlic rotice, unless di-
rected by the Legislative Budget and Audit Committee to do other-
wise, make available aypies of the comissioners preliminary find-
ings und determination on the royalty modification gplication and
the supporting firercial and tednical data, including the work pa-
pars, aulysss, and recommendations of any cotractors retained un-
der () of this subsection, 1o persons authorized under of this
subsection 1o review the data; and

@) invite public comment on the preliminary findings and deter-
minatiion during a 30-day period for receipt of public comment;

© fora royalty nodification under (@) or (Cl of this subsection,

ifthe preliminary findings and determination approves a royalty mod-

i,

@® give reasoreble public notice of the preliminary findings and
determination; and

@ invite public comment on the preliminary findings und determi-
nation during a 30-day period for receipt of public comment;

© gl address inany findings und determinations reguired under
this subsection the reasonablly foreseeablle effects of the proposed roy-
alty modification on the states revene;

(10) sull offer to appear before the Legislative Budget and Audit
Committee to provide the comittee a review of the comissioners
preliminary findings und determination on the royalty modification
gplication and the supporting firarcial and tednical data; if tho
Legislative Budget and Audit Committee acoepts the camissioner™s
Offer, the comittee shall give rotice of the comittee S meeting toall
members of the legislature; i, under G)(B) of this subssction, the
firencial and U"dnical data must be kept anfidential at the request
d a lesse or lessses making goplication for the royalty nodirfication,
the commismuur m>‘y appear before the comittee in executive ses-

siay;

QD) duall make aypies of the preliminary findings and determina-
o availube ©

@ the presiding officr of each house of the legislature;

® treduirsoftre legislatures standing committees on resources;
and

© the dairsofthe lggislature™s gpecial comittees on aill and gss,
iFay;
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(@2 dmll, within 30 duya after tho close of the public comment

period under @) of thiH subsection,

(A prepare unummary of the public regpoime to the comissioner™s

preliminary findings and determination;

) make a firel findings and determination and present it to the
govermor for the govermor™s gpprowul or ditepprowl; the governor may
not dellegate i deciuion 1o upprove or diHupprove a firal findingH and
determinatiion presented under this subparagraph; the commissioners
firel firdings and determination regarding a royalty nodification, if
upproved by the govermor, H firal and not gppealable 1o the court;

© trammit u copy of the firel findings und determination pre-
pared under (B) of this purngruph to the lessee or lesses making
goplication for the royalty modification;

O with the consent ofthe lessee or lessses applying for the royalty
modification, amend the lesse or unitization ugreement of the lesse
nr lesses gpplying far the royalty modification cosistent with the
comissioners upproved firal findings and determination; and

® make agpies of the firal findings und determination availeble o
each person who submittted comment under R) of this subsection and
who huB filed a request for the apies;

@3 snot limited by the provisions of AS 38.06.134(3) or (Hofthis
section in the commissioner’s determination under this subssction.

® The comissioner dull defire ull terms and udopt ull regula-
tias necessary Tar a reesonsblle understanding and evalluation of a
particular bidding method before the public announcement of the
terms of proposed sulo employing that method.

() Suject tre provisias ofAS 31.05, the comissiioner has dis-

cretion to enter into an agreement whereby, with the consent of the
lesze, the states royalty share of all and gas production may be
stored or retained in storage by the lessee, or tho commiissioner may
enter into an agreement with one or more of the affected field lease
holders 1o trade current royalty production fron u field for a like
amount, kind, and quality of future production, on the condition that
the Tp-te receives back its stored or traded royalty share during the
fircthalfofthe estimated field lifeor no luter than 15 years after start
of production, whichever is Booer.

(M An ail and gaB lease must cover a reasonably compact area not
exceeding 5,760 aores, and may be fara maximum period of 10 years,
except that the commissioner may issie u leese Tar a period not kS
than five years upon a finding thet it s in the best interests of the
state. An ail and gas lease Bal) bo automatical ly extended irand for
0 log trereafter as ail or gas isproduced in paying quantities from
the leese or ifthe lease iscomitted od unit approved by the com-
missiaer. A leese issued under this section covering land on which
there isa well capable of producing ail or gas in paying quantities
does not expire because the lesse fails to produce aill or gas unlless the
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lessee s alloned reasoneble time o place the well on a producing
stats. Upon externsian, tho cammissioner may increese leese rentals
0 log as the increased rental rate does not exoeed 150 percent of the
rate far the preceding year. Ifdrillirg has commenced on the expira-
tion date of the primary term of the lease und s continued with rea-
sonablle diligance, including such opcrutions us redrillling, sidetrack-
iy, or ather means necessary 1o reuch the origirally proposed bottom
hole location, the lease continues in effect undll 90 days after drilling
has ceased and for bo long thereafter as all or gas s produced in
paying qeatttes. An all and gas lesse issued under this section
which s abject to termination by reason of cessation of production
does not terminate if, within 60 days after production censes, rework-
ing or drilling gperations ore commenced on the lad under lesse and
are thereafter conducted with reasoneble diligence during the periad
of nonproduction.

) The commissioner muy establish by regulation that after a vell
has been plugged und abandoned, the rental rate which was in effect
during the year of abandonment s maintained far the remainder of
the term. Rental Hpayable in advance and cortinues util income o
the Htate from royulty or net profit share exceeds ratal income 1o the
state for that year. Oil and gas leses Sall provide forpayment 1o the
state of rental on the follomving besis;

) for tre first year, $1.00 per aoe;

@ for the second year, $1.50 per aoe;

® for the third year, $.00 per aos;

@ for the fourth year, $2.50 per aoe;

O far tre fifth and folloving years, $3.00 per aoe.

© Upon timrely gplication as provided by regulation, the state

may isse to the holder of a feckral or private leese, a state shoreland
lease covering land wirthin the exterior boundaries of the federal or
private leuse which has been excluded on the besia of navigebility or
which s later adninistratively or judicially determined 1o be shore-
Ind. The term of such a state shoreland lesse Hall be the same os the
term of the fadoral or private e

® To consene the natural resources of all or a part ofan ail or gas
pool, field, or like area, the lessees and their representatives may
unite with each otier, or jointly or separately with others, in collec-
tively adopting or operating under a cogperative or a unit plan of
development or geeration of the pool, field, or likeareg, or apart of it
when determined and cartified by the commissioner tobe necessary or
advisable in the public interest. The commissioner may, with the con-
sent of the holders of leases inolhved, establish, change, or revoke
drilling, producing, and royality requirements of the leeses and adopt

requlations with reference o the leeses, with like consent on the part
of tre less=s, I coection with the institution und operation of a
oogperative or unit plan as the comissioner determines necessary or
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projwr to secure the proper protection of the public interest. The com-
missioner may not decrease royulty on leeses in comection with a
cooperative or unit plan except as provided in fp) of this section. The
comissioner may require oil and gas leases issued under this section
to contain a provision requiring the lessee 1o gperute under a reason-
able cogperative or unit plan, and may prescribe a plan under which
the lessee must goerute. The plan must adequately protect all purties
in interest, including the state.

© A plan authorized by () of this secion, which includes lad
owned by the state, muy cortaiin a provision vesting the comissiorer,
or a parsm, committee, or state agency, with authority tomodify from
time 1o time the rute of progpecting und development und the quantity
and rate of production under the plan. All leases operated under u
plan upproved or prescribed by the commissioner are excepted in de-
termining holdings or axtrol under AS 38.06.140. Tho provisians of
this section concermiing cooperative or init pluns are inaddition tound
do rot uflest AS 31.(b.

<) Producing acreage un a known geologic structure ora producing
all or gas Held Hexcluded from dargesbility us ugainst the acreage

limitation provisios of AS 33.06.140.

@ When separate tracts cannot be irdividual ly developed und oper—
ated in conformity with art established well-spucing or development
progruin, a lesse, or u portion of u lase, muy be pooled with other
lard, whether or not owned by the state, under a conmunication or
drilling agreement providing far an apportionmernt of production or
royalties among the separate tracts of lud conprising the drilllingor
specing unit when determined by the commissioner tobe inthe public
interest. Operations or production under the agreement are consid-
ered us gperations or production as lo euch lesse comitted 1o the
agreement. The commissioner muy not decreasse royalty on leasss in
conrection with a comunitization or drilling agreement exoept as
provided in @) of this ssction.

I) The comissioner may prescribe coditions and upprove, on con-
ditias, drillirg, or development contracts made by one or more lea-
seesofail or gas lessss, with one or moro persons, when, inthe discre-
tian of the comissioner, the conservation of retural resouross or the
publiic convenience or necessity requires itor the interests of the state
are best served. Al leeses operated under approved drilling or devel -
opment contracts and interests under them, are exoepted indetermin-
ing holding or aontrol under AS 38.06.140. The camissioner muy not
decrease royalty on u lease or leasss that are subject to a drilling or
development cotract exagpt as provided in (@) of this sscaon.

U To nwoid waste or to promote conservation of natural resources,
the comiissioner may authorize the subsurface storage of ail or gas
whether or not produced from state lad, in land leased or subject t©
leuse under this ssction. ThiH authorization may provide for the pay-
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inent of a storage fee or ratal on the storod aill or ggs, ar, insteed of
the fee or rantal, Tor a royalty other than that prescribed in the leese
when tho stored aill or gas sproduced in conjunction with aill or gas
not previously produced. A lesBe on which storage s S0 authorized
shulll be extended at lesst for the periad of storage and <o long thereaf-
terasal or gas not previously produced uproduced in paying quanti-

thes.

W) IReedled, 83Bch A SLA 1901

(W) Notwithstanding any other provisias of this ssction, lad
which has been offered for lesBe within the previous five years and
which received no bids at conpetitive sale or for which no bid was
acoepted may be, at the discretion of the camiissioner, immediately
offered for les2, under regulatios adopted by the commissioner,
upon temiH appearing most advantageous 1o the state; hovever, non-
competitive lessing isprahibited. The comissioner Sall establish a
royulty determined 1o be in the public interest but not less than 12 o~
perant. A leese must provide for payment 1o the state or rertal but
need not adhere 1o the retal schedule in (0) of this section nor to the
5,V80-acreBper-lease limitatdon in (M) of this section The lense term
may not exceed 10 years, exoept us provided in <m of this section

& A less== conducting or permitting any exploration far, or devel-
opment or production of, all or gas on state land dall provice the
comissioner acosss 1o all noninterpretive data otuined from that
leese and dall provide apies of that data, as the commissioner may
regest. The aotficentiality provisias of AS 38.06 035 apply to the
informattion obtained under thia subssction.

(&) A noncarpetitive lesse existing at October 10, 1978 dull be
extended fara period oftwo years and 0 long therenficr as ail and gas
s produced In paying qentities. A noncompetitive leuse extended
under this subsection issubject to the regulations in force at the expi-
ration of the initial fiveyea. term of the leese. No extension may be
granted, honever, unless within a period of 90 days before the expira-
tiondate an goplication forextension isfiled by the record titke holder
or an assignee whose assignment has been filed far goproval, or an
operator whose operating agreement has been filad for ugproval .

@ No lessssmay be issued under this section without the inclusion
of the folloving language; The landowners”royalty shure of the unit
production allocated 1o each separately owned tract Sall be regarded
as royalty 1o be distributed toand among, or the proceeds of itpaid 1o,
the landoarers, free and clear of all unit expense and freeofany lien
for it Leases issued in violation of thiB subsection dell, forall pur-
poses, be construed as containing the language required by this sub-
s,

(@) Within 90 days after the written reguest of a lesse of a lesse

isoued under this section or of a lessee of feckral 1and from whiich the
state satitled under goplicable faderal law to receive a share of the
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royalty on gaa production, the cammissioner dall enter into an agree-
ment with the lessee 1o use or acoept the price Tar the gas established
in the contract between the lesse and u gas or electric utillity as the
value of the stateB royalty share of gaB product’on sold by the lessee
under the aotract

@ but only ifthe primary fuction of the utility with which the
less= has entered INto the contract s o provide, erther directly or by
<elling atwholesale toanother utillity, gas or electricity to the general
public, including resicential consumers, within the utilities”™ service
uress, and the utility wirth which the lessee has enterod into the con-
tract 5 ot an affilialed interest, as that term s defined in AS
42 (6.990, with the lessee or with u subsequent purchaeser of more
than 10 percent of the utilitys gus or eledtriaity; and

@ wnless the comissioner makes awritten firding, based on clear
and convincing evidence, it

A the cotract price s unreasonably  law;

® the prospective reduction in royally receipts would not be bal-
anced by increesed barefits o instate gas and electric consuners;

© tre lese and the utility are related In management, owner-
ship, or other agpect; and

O the aotract price ih not in the best interest of the state.

() In (LB) of this sscam,

@ "'ges or electric utility* includes an electric cogperative orga-
nized under AS 10.25, a municipal utility, und a gaa or electric utility
roguluted under AS 42.06; provided thul iftho oonlinuct gus s trans-
mitted to consurers through u pipelire and the gaa utillity either
owns the pipelire or B related in ownership to the owner of the pipe-

lire, then the gas utility qalifies as a *'gas or electric utility” within
the meaning of this paragraph only ifit isbound or agreeB to be bound
by the covernants s=t aut In AS 38.35.120;

@ "price for the gas established inthe cottract” Includes tax reim-
bursement amounts, celiverability und other darges, and other forms
ofcorsideration paid by the gus or electric utility under the antract;

@ 'states royalty share of gas production’™

@ includes payments on federal leases made to the Btate under 30
U.S.C. 191;

® does not inclucke tre state’s royalty shore of gas production from
lad patented O the state under

@ P.L. 84-830, 70 Stat. 709 (Alaska Merttal Health Enabling Act);

@) 3B SEt. 1214 (Act of March 4, 1915); or

@) 43 U.S.C. 1635 insettlement of the clains of the state under 38
Stat. 1214.

(@®) The provisias of (ga) of this sectian do not prohibit the commis-
sianer fram acogpting any payment on a feceral lesse tendered by the
feckral agency resposible for determination and tramsnittal of the
payment tothe state under 30 U.S.C. 191 or otherwise due the state bb
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the state3 royalty share of gaa production irrespective of the statesd

acceptance of the use of the contract price for purposes ofdetermining

royalty share on gaa production under thut subsection. (8 3(7) art VI
ch 169 SLA 1959; am 9 18 ch 61 SLA 1960; am 9 1ch 124 SLA 1962;
am 99 4 - 7 ch 30 SLA 1964; am 9 20 ch 70 SLA 1964; am 9 2 ch 91
SLA 1967; am 9 1ch 65 SLA 1969; am 9 1ch 86 SLA 1970; am & 1ch
155 SLA 1978; am & 16 ch 160 SLA 1978; am 99 3,4 ch 65 SLA 1979;
urn 9 6 ch 18 SLA 1980; am 36 ch 94 SLA 1980; am 99 1- 5 ch 111

SLA 1980; am 99 11,12 ch 161 SLA

1984; am 9 1ch 89 SLA 1985; am

&2 ch55SLA 1986; am 99 3,4 ch 124 SLA 1990; am 9 5 ch 134 SLA
1990; am 99 1 - 3 ch 53 SLA 1993; am 99 5, 6 ch 35 SLA 1994; amn
9 1ch36 SLA 1994; am 89 67, 68 ch 21 SLA 1995; am 99 2 - 5 ch 85

SLA 19%)

Kovlsor®a note*. — In 1990, u refer—
ence to (in) of this section was deleted
from the lust sentence of (w lof this section
to correct a manifest error in $ 4, ch. 124,
SLA 1990.

In 1995, in subsection o,
"communitization®” was substituted for
"communication”” to correct u manifest
error in 8 4, ch. 85, SLA 1995.

Cross references. — For legislative
findings in connection with the 1986
iiinvndment lo this section, see 8 1, ch. 55,
SLA 1986, in the Temporary and Special
Acts.

Fur provisions superseding (on) und (bb)
of this section that are applicable to the
state"s shore of royally production of gaB
produced afterJanuary 2, 1959 and before
June 12, 1993 from certain federal leasee,
see 8 4, ch. 53, SLA 1993 in the Tempo—
rary and Special Acts.

Effect of amendments. - The first
1990 amendment rewrote subsection @i
and substituted “10 years" for "five year*"

in the lost sentence of subsection (W).

The second 1990 amondmenl subeti-
tuted “biennially” for "annually" and

"151h day of the first regular session of
each legislature”*for "fifteenthday ofeach
regular legislative oeesion” in aubeection

The 1993 amendment, effective June
12,1993, in aubeection (sal, inserted "or of
a lessee of federal land from which tho
state is entitled under applicable federal

law to receive a share of the royalty on

gaa production™ and "or accept,” added

paragraph 111. added the paragraph <2l

designation, and redesignated former

paragraphs (Im4> as present subpara—
graphs <2|<Am2iil)i respectively; in sub—
section Ibbl, rewrote paragraph (31, und

added subsection (ccl

The firsl 1994 amendment, effective
August 7, 1994, in subsection Id), made
minor alylistir chunges and added para—
graph (5); and, in suliserlinn if), substi—
tuted "Except us provided by AS 38.05 131
— 3805.134, the" for *"The" at the begin—
ning and made minor stylistic chunges

The second 1994 uim-ndinenl, effective
May 10, 1994, in subsection (cl, deleted
the former second anil third sentences, re—
lating to lease sale delays und reschedul —
ings, respectively

The first 1995 amendment, effective
August 8, 1995, in subsection (b), deleted
“submit to the legislature” following "pre—
pare and, *”inserted "notify the legislature
of the availability of,” and substituted
"made availnblc" for "submitted"; and, in
the introductory language of subsection
(), substituted “prepare and notify" for
"submit to" and inserted "of the availabil—
ity of."”

The oecond 1995 amendment, effective
Juno 20, 1995, rewrote subsection ij).
added the present third sentence in sub—
section (p), and added the last sentence in
subsections (s) and (tl.
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LTN1100-RO1

LEGISLATIVE TELECONFERENCE NETWORK

03/13/96

TCN: 60498 DATE & TIME: 03/11/96 08:00 TO 10:00 STATUS:7 STATS.
**** ORDER SUMMARY ****
SPONSOR: HRES HOUSE RESOURCES CHAIRS: GREEN
PURPOSE: PUB PUBLIC HEARING LEGISLATIVE WILLTAMS
CONTACT: JEFF OR GARY TEL#: (907)465-6547
CHAIRING SITE: JUNEAU CAPITOL CAP124
TOLL FREE: DIAL-UP: L10:(800)478-9908

SPONSOR REMARKS(PUB): TESTIMONY:Y ALLOWED

3 MINUTE LIMIT

TESTIMONY WILL BE TAKEN WITH A 3 MINUTE LIMIT.

SEE COMMITTEE SCHEDUUE IN BASIS

SPONSOR REMARKS(L10): BACKUP MATERIAL:N MEETING

OTHER SITES MAY ADD THRU THE JNU LIO.

BACK-UP = DJT

TCN REQUESTED ON 03/11/96 AND HAS 5 UPDATES

1 HB 511 DEPOSITS

2 HB 447 CAN’T CLOSE LAND TO TRADITIONAL REC. USES
3 BILLS PREVIOUSLY HEARD
* * % %
PARTICIPATING LI0S
ANC ANCHORAGE 716 W 4TH, #200 LOCATION STAFF
DJT DELTA JCT. JARVIS CTR. #210 LOCATION STAFF
FBX FAIRBANKS 119 N CUSHMAN ST LOCATION STAFF
JNU JUNEAU CAPITOL CAP124 LOCATION STAFF
MAT MATSU 600 E RAILROAD LOCATION STAFF
sk VOLUNTEER & OFFNET SITES ****
777 OF1 OFFNET 1 LONDON DAVID LAPPI (999)999-9999
PARTICIPANTS IN:ANCHORAGE ANC
1 RICHARD GRAHAM FISH & WILDLIFE UNABL HB 511
ANCHORAGE AK (907)269-5589
2 JAMES HANSON DNR HB 394 TSFY. ALL ITEMS
3601 C ST, STE 1380 ANCHORAGE AK 99503  (907)269-8804
3 LANCE NELSON D.O.L. UNABL HB 511
1031 W 4TH, STE 200 ANCHORAGE AK 99501 (907)264-5240
4 GEORGE P1ASKOWSK] AK BOATING ASSOC UNABL HB 447
1836 SEENIC WAY #2 ANCHORAGE AK 99501 (907)229-6069
5 TUCKERMAN BABCOCK HB 394 TSFY. ALL ITEMS
3001 PORCUPINE ANCHORAGE AK 99501 (907)279-1433
6 BOB CRANDALL HB 394 TSFY. ALL ITEMS
3001 PORCUPINE ANCHORAGE AK 99501 (907)279-1433
7 CLIFF EAMES OBSV. ALL ITEMS
AK (907)000-0000
PARTICIPANTS IN:DELTA JCT. DJT
1 MR. ROY BOWDRE OBSV. HB 447
PO BOX 2 DELTA JUNCTION  AK 99737 (907)895-4448
PARTICIPANTS N :FAIRBANKS FBX
1 MR. MICK MANNS UNABL HB 447

PARADISE VALLEY

INTO FISH AND GAME FUND

BETTLES AK 99726 (907)479-5704

PAGE 01
14:12:45
IN

IN PROGRESS:N MAX. SITES:10



LTN1100-R01

LEGISLATIVE TELECONFERENCE NETWORK

03/13/96
TCN: 60498 DATE & TIME:
PARTICIPANTS [IN:JUNEAU JNU
1 TO OBSERVE
2 TO OBSERVE
3 TO OBSERVE
4 TO OBSERVE
5 TO OBSERVE
6 TO OBSERVE
7 TO OBSERVE
8 TO OBSERVE
9 TO OBSERVE
10 TO OBSERVE
11 TO OBSERVE
12 T0 OBSERVE
13 T0 OBSERVE
14 TO OBSERVE
15 TO OBSERVE
16 TO OBSERVE
17 TO OBSERVE
18 TO OBSERVE
19 TO OBSERVE
20 TO OBSERVE
21 TO TESTIFY
22 TO TESTIFY
23 T0 TESTIFY
24 TO TESTIFY
25 TO TESTIFY
26 TO TESTIFY
27 TO TESTIFY
28 TO TESTIFY
29 TO TESTIFY
30 TO TESTIFY
31 TO TESTIFY
32 TO TESTIFY
PARTICIPANTS IN:MATSU MAT
1 MR LEONARD HAIRE
BOX 877030 WASILLA
PARTICIPANTS IN:OFFNET 1 Z77 OF1
1 DAVID LAPPI
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COMMITTEE

RESOURCES

DATE* HB 447

Official Busin®**

PLEASE PRINT!
NAME ADDRESS (MAILING) & (ZIP)

rO&Y2ZIf( A
Uk

Subject of meeting:

PHONE

HB 447, CANmT CLOSE LAND TO TRADITIONAL

REC USES

REPRESENTING
A&L-

DO YOU WANT
TO TESTIFY ?

Y



COMMITTEE:

RESOURCES

DATE:  uarcH 11, 1996

Official Busineaa

PLEASE PRINT
NAME ADDRESS (MAILING) & (ZIP)

(128

Subject of meeting:

HB 511,

PHONE

DEPOSITS INTO FISH & GAME FUND

REPRESENTING

C

/A

5

i O]

DO YOU WANT
to testify?

r
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OFFERED in HOUSE RESOURCES
TO: CSHB 394 (0SfQ)

Page 10. line 115-18:

Delete all material

i

AMENDMENT

© e

3/11/96
Version M

BY REPRESENTATIVE JOHN DAVIES



OFFERED IN HOUSE RESOURCES COMMITTEE

TO: CSHB 394(RES) versiorAK dated 4/18/96

Page 2, Line 9, after "criteria’?
INSERT: “6r regulations"
Page 2, Line 7, after (b):
DELETE: """
INSERT:  "@®"
Page 3, Line 23, after (b):
DELETE: "(4)”
INSERT: "@)"
Page 3, Line 24, after (b):
DELETE:  “@)"

INSERT: "3’

BY REP ROKEBERG



AMENDMENT #

OFFERED INHOUSE RESOURCES COMMITTEE BY DEC & AOGA

TO: CSHB 394(RES) versiorAK dated 4/18/96

PAGE 2, Line 2, after "regulations.":

DELETE: "Promptly, but no later than 12 months, after the

effective date of"

INSERT: “Within 90 days, or by another date mutually agreed upon
by the applicant and the department, of receipt of a request to amend

the state"s water quality standards to incorporate”

Page 2, Line 7, after (b):
DELETE: "%

INSERT: "(3)

Page 3, Lines 1-2:
DELETE ALL MATERIAL

Page 3, Line 3:

Renumber subsection paragraphs accordingly



6 DKt- AIDIdG

3/12/96
Version M
AMENDMENT 1
Offered in House Resources By: Rep. Scott Ogan

TO: CSHB 34
Page 2, line 24 Delete "at the drill site"
Page 3, line 27 Delete "at the drill site"

Page 5, line 26 Delete "at the drilling site"



3/12/96
Version M
AMENDMENT 2

Offered in House Resources By: Rep. Scott Ogan
TO: CSHB 34

Page 9, line 5&6: Delete "of the facility"
line 5: Insert "owner or" following "the"

Page 9, line 11. Delete "of the facility"
line 11: Insert "ow. er or" following “the"

Page 10, line 7. Delete "of the facility"
line 7: Insert "owner or" following "the"



3/12/96
r., Version M
AMENDMENT 3
Offered in House Resources By Rep. Scott Ogan
TO: CSHB 34

Page 3, line 19: Substitute "more" for "less"

h K L.



3/12/96
Version M

>~ AMENDMENT 4

Offered in House Resources BY: Rep. Scott Ogan
TO: CSHB 34
Page 5, Lines 26-29:

Delete: "If the lessee's operation under the lease results in the
production of oil or of gas in violation of this subsection, the
director shall immediately suspend the lessee's operation under the
lease and may terminate the lease."

Insert: following "surface” ". If an onshore well drilling for
natural gas under a lease authorized by
AS38.05.177 penetrates a formation capable of
producing gas below 3,000 feet of the surface, the
owner or operator
(1) shall notify the department and the
Alaska Oil and Gas Conservation Commission; and
(2) may not conduct further operations in the
drilled well until the facility complies with all applicable laws and
regulations relating to oil and gas production; however, this
paragraph does not prevent the owner or operator from conducting
activities that may be required by the Alaska Oil and Gas
Conservation Commission to plug or abandon a well."



9-LS1463\M.1 .

Chenoweth
3/12/96

AMENDMENT 5

OFFERED IN THE HOUSE
TO: CSHB 394( ) "M" version

Page 4, line 20, after "lease;":
Insert "if the commissioner determines that the lessee has not diligently developed or

1
2
3 continued to operate under the lease, the commissioner, after giving notice and opportunity
4 for hearing to the lessee, may terminate the lease;"



CHANGES IN NEW CS DRAFT (MARCH 7. 1996)
Refer to CS dated 2/26/96 to see where changes occur.

1 The word "Bed" is deleted throughout.

2. p.2, line4: Changeto read "the methane derived from these
coals or other sources and which is found in reservoirs at
depths less than 3,000 feet could be tapped to serve.."

3. p.2, line7: Changeto read "the methane derived from these
coals and other shallow gas reservoirs could be developed.."

4, p.2, line 12 Delete "commercial quality” and add to the end of
line 13 ",especially when this natural gas can be delivered to
consumers at less cost than alternative energy sources."

5. p.2, line21:  Delete "without" and replace with "with minimal

6. p.2, line 23: Delete all of (2)
7. p.3, line 14: Add "reservoirs" after "natural Gas"

8. p.3, line 15: Substitute "for which the state owns the
subsurface rights" in place of "of the state"

9. p.3, line 17. Remove provision for minimum size. There will be
no minimum size requirements. The maximum size of a lease
will fall in line with current statutes for Oil and Gas Leases,
5760 acres. 23,040 will remain as the maximum number of
acres a lessee can have throughout the state under the shallow
gas legislation.

10. p.3, line 19: Substitute "shall"* for "may"

11.  p.3 line 24:Substitute "may" for "shall"

12. pd4 line 21 put in 60 day public comment period. Once the
comment period has ended the division will have up to 90 days

in which to issue the lease.

13. p.3, line 25: Delete "initial"



14. p.3, line 28: Lengthof the lease is reverted tofive years as it
exists under AS38.05.180(m).

15. p.4, subsection (e): This section is deleted

16. p4, line 322 All rent, from the time the lease is entered into, is
50 cents

17. p.b5, line 23: (1) nowreads "The applicant for ashallow gas
lease shall be responsible for conducting the title search”

18. p.5, line 32. Subsection (1) is deleted
19. p.8§, line 9: Delete all of section 5

20. p.11 line 13 Delete section 14



3/8/96
AMENDMENT
Offered in House Resources By Rep. Scott Ogan
To: CSHB 394 (3/7/96 version)

Page 3, line 19: Substitute "not more than" for "not
than"

less



3/11/96

Version M
AMENDMENT 1
Offered in House Resources BY: Rep. Scott Ogan
TO: CSHB 394
Page 5, Line 26:
Delete: "If the lessee's operation under the lease results in the

production of oil or of gas in violation of this
subsection, the director shall immediately suspend
the lessee's operation under the lease and may
terminate the lease."

Insert: following "surface." "If an onshore well drilling for
natural gas under a lease authorized by
AS38.05.177 penetrates a formation capable of
producing gas below 3,000 feet of the surface, the
owner or operator
(1) shall notify the department and the
Alaska Oil and Gas Conservation Commission; and
(2) may not conduct further operations in the
drilled v/ell until the facility complies with all applicable laws and
regulations relating to oil and gas production; however, this
paragraph does not prevent the owner or operator from conducting
activities that may be required by the Alaska Oil and Gas
Conservation Commission to plug or abandon a well."



3/11/96
Version M
AMENDMENT 2
Offered in House Resources BY: Rep. Scott Ogan
TO: CSHB 34
Page 9, Line 11
Delete: "of the facility”

Following "the"
Insert: "owner or"



3/11/96
Version M

Amendment 3

Offered in House Resources By: Rep. Scott Ogan
TO: CSHB 3%4
Page 9, line 5 & 6: Delete "of the facility"

Following "the"
Insert: "owner or"



3/11/96
Version M
AMENDMENT 4
Offered In House Resources By: Rep. Scott Ogan

TO: CSHB 394

Page 5, line 26: Delete "at the drilling site"



3/11/96
Version M
AMENDMENT 5
Offered in House Resources BY: Rep. Scott Ogan
TO: CSHB 394

Page 3, Line 27. Delete "at the drill site"



3/11/96
Version M
AMENDMENT 6
Offered in House Resources By: Rep. Scott Ogan
To: CSHB 34

Page 2, Line 24. Delete "at the drill site"



3/11/96

Version M
AMENDMENT 7

Offered in House Resources By: Rep. Scott Ogan

Page 10, Line 7:
Delete: "of the facility"

following "the"
Insert: "owner or"
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WORK DRAFT WORK DRAFT WORK DRAFT

9-L.S1463VM-
Chenoweth
3/7/96

CS FOR HOUSE BILL NO. 394( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES OGAN AND ROKEBERG, James, Kohring
A BILL

FOR AN ACT ENTITLED
"An Act authorizing shallow natural gas leasing from sources within 3,000 feet
of the surface; relating to regulation of natural gas exploration facilities for
purposes of preparation of discharge prevention and contingency plans and
compliance with financial responsibility requirements; exempting response and
prevention activities associated with shallow natural gas leasing as a use for which
I money in the oil and hazardous substance release prevention and response fund
is authorized; and adding, in the exemption from obtaining a waste disposal

permit for disposal of waste produced from drilling, a reference to shallow natural

gas."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS, PURPOSE, AND EXPRESSION OF INTENT,

(@) The legislature finds that

- CSHB 34( )

N ew Text Umnderlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT WORK DRAFT

(1) there exist throughout the state sizeable reserves of coal and small but
commercially significant amounts of natural gas located close to the earth's surface that are
usually, though not always, associated with and emitted from coal reserves;

i (2) the methane derived from this coal and other sources and that is found in
reservoirs at depths of less than 3,000 feet could be tapped to serve as a principal or a chief

( supplemental energy source of benefit to residents of areas in which they are found:;

i (3) the methane derived from this coal and other shallow gas reservoirs could

T e developed without interfering with the development and transportation of the state's vast gas

( reserves available for interstate and foreign markets; and

1C (4) itis in the best interests of the state and its people that this natural gas should
11 be identified and developed, especially to serve as a source of natural gas for use in rural
12 communities and remote locations within the state, especially when the natural gas can be

12 delivered to consumers at less cost than alternative energy sources.

%! (b) In authorizing a program of leasing shallow natural gas from state land, it is the
15 legislature’s purpose to provide both a means and an incentive by which that gas may be

16 identified and developed at low cost for the direct benefit of residents of remote or sparsely

17 populatedareas for which connection to the in-place gas pipeline transmission and distribution

18 system serving population centers in Southcentral Alaska is not economically feasible.

19 * Sec. 2. AS 38.05 is amended by adding a new section to read:

20 Sec. 38.05.177. SHALLOW NATURAL GAS LEASES, (a) The provisions of
21 this section

22 (1) apply to gas, whether methane associated with and derived from coal
23 reserves or otherwise, developed from a source that is within 3,000 feet of the surface
24 at the drill site; and

25 (2) do not apply to authorize lease of

26 (A) land described in AS 38.05.131(b) in which oil and gas
21 exploration licensesand leases may not be issued;

28 (B) the land

29 (i) that is or becomes subject to an oil and gas exploration
D license or lease issued under AS 38.05.131 - 38.05.134;

3l (i) that is leased under AS 38.05.180; or

(iii) that is described in and is part of the proposed oil

CSHB 3%( ) 2
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