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FIREARM AND AMMUNITION TESTING

The revolver vrd remaining ammunition used on Jfovenbcr 23, 1394,
was submitted :: -he Tcpartrcne c¢f Bubiic Safety Scientific Crime

Tetcctim Laboratory fsr examination. The testing cf the firearm

ar.d ammunjtion revealed owe significant facta. The miamatchine of

t-c ammunition to the firearm dnd the barrel | h cf the revolver
r

en
adversely affected the performance of the mrg

22 ler.grri fle ammunition to a .22 magnum cyli esulted in peer
ballistic perfrrmar.c?. The 3nailer .22 Iong rifle cartridge fails
tc fill the interior apace tf tre larger .22 magnum mannér. When
fired, a substantial portion cf the prcpeilar.t masses leaks by the

bullet and the cartridge case will usually split. This leaking ¢
the passes and splitting cf the cartridge reduces the energy Used

The a.-.crz fcur inch carrel cf the revolver prevents the chambered
-3rtndge  frer, reachrn? its full potential. The _ammunition
cr.par.ics rate tr.eir ammunrtron performance in rifle length
rarrel]. When fired frcr. s orter carrel, the bullet merges from
trie_gun refers .t can reach full speed In addrtron the advantage

LN
* #1 /--Lj wuw4

the barrel Icrgtt IS srcrtcncd to andrun drr.er.aror.s.
Test results. revealed theotfallrstrc cQrfcrr.ar.ce of the revolver and

the anr.ur.itim were aa followed
Anr.c nLiL\r",,,a.s— Published yutc z-*rrrr
.22 ler.g Hifle -A - 11?7 ft. Iba

N s J- ICO ft Ibs.

* Published Ballistics arc for rifle length firearms

Weather conditions ind temperature can adversely affect mA
performance hut was net factored m the above teats.

NECROPSY

The wolf carcass frcr. the November 23, 1394 incident was examined
by the Btate Veterinarian, 1/M Sere 2eeerier 13.34. The
examination summary indicates there were fcur wcunds or. the
carcass. The fatal shot wao from the .22 nagr.ua that pe et ated
ghier skull, entered the brain, and exited below and ichmd the ght

The initial met fired by Cram wculd have proven fatal| had the
bullet penetrated the intérnal frontal bene and entered the brain.
bggre r%r{raalrnrng two shots caused nuocla damage but wculd r.oc bave

Laboratory findings indicate that in crdor to ensure nick md
duaaae dispatching cf animals, tuc proper combination cf jrearcfl,
ammunition, and accurate ohct placement, is roqutred.

page 13
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MEMORANDUM STATE OF ALASKA
DEPARTMENT OF FISH ANL» UAML

To:  Wayne Regelin December *3, 1334

Acting Director _
Division of? wildlife Conservation

FrRoMm: PRC Monccre SUBJECT: Racomnrnnclacior.n on
Wolf Management

The ?RC (minus Patur-jon and fitcner) met December 13 to dibcusc
velf management issues. ~ Members prouunt reached cor.canuuo on
3GVorai rotcnmenaationc for your consideration. We did not reach
concensus on ero rocommer.dation; minority reports on that point
are inciueod salcw,

Recommendations:

1. In future dolibcrations regarding wolf control, the department
should provido an objective analysis of the conufita and coota of
vclf control and management other options. The department should
net advocate for cr againat vclf control.

2. Tho majority of tha PRC (3 centerslj believe 2WC should
recommend Continued 3uapcnsicn of vclf  control ur.tii the
governor's review prccoca in complete.  Two minority viown on
chio rcconnendation follcv:

Minority view 11. rhe potential negative consequences of a
deciuion by thin group. to r»TC?'wnd” continued suspension of
the 2CA control  program aay be far greater than any
por.anr.ial poeitiv* offoctc of nalctng_ such™ * racormandation
on our prcfonnior.al Credlblllt){. The responsible action
would have been tc OD”octivaly comuder *11 ruaocn«blo

aitarr,ativac, including continued _suspension, and . tc

tify tho_ﬂoeor.tlel cocts, benefits and/cr liabilitioo
ciated with rQccr.mendatlcr.ti regarding each alternative
r to aaxing 0 decision. To~ rake * recommendation i2
out following the process cutlir.od abcvo in reactionary
Il advised. (2 Mar-born)

idon
anao
prio
with
end
Minority view *2: Kcgardleso of the merits of -ontinucd

suopennion to future discussion and resolution of tho
controversy over wolf control, r*cuB*ieml*Lloii >2 conflict*
with Recommendation I, e division _is to reoaxn
neutral on wolf control ao called for in ti# it 10
contradigtory to taKa any gosmon regarding the existing
program in qQtvi 20A. (1 Morabor)



5 Ducomfcar 15, 199*1

3. An impartial review c£ the scats'* wolf munoue-nwni policies
and programs on”uld be conducted.

A crsdibl* survey of Alaska public attitudes is essential to
developing a balanced statewide wolf management pol-cy.

0. The current 3oard ot Game decinicn-maKing processes ar« not
producing broadly suppcrtablo, sustainable voK management
policies, we recommend that those processes be rav-eved.

11 you need elaboration on any or the points, pleaa*- -ce. *-e0 -0
contact any of us individually.

cC:
PRC Members



MAR 7 1«5

& EI[***
ffigcX /C?
& 4

fc /M fo 7 *>

//>c4 3 /7 ffd
Lot to JI,, CL),Ly

s& .jfc/rrtto t'er C**/ift*7&*

"I/ttt 'S/s

cV S5AIfT b/.
Xc 6 ,7 a**),

7%~ il'rly & F JltcOr»

Ifs ly c f Vvitifr Ji~y

Ifive JTa, * Jl'ifft t«7 Atccf* VI >

6 >//"' JJA c/ /ULA'Ae, y M s\

<ZT “ot toStW j /t\ JV ~v// JZVs
see W "FIP ty/*
[ el,?V F?2v/

| fr.

joel%
jeF o#l/ue
Ao A F

Pcti

/W oA/ Pa c/

ylu (/ 4 it/t /S exSttiC’

/fir*V /O Vs, 'f /f~m fct i
cr W /[se

Ito Pi IV ] 4 i
mm ycye'rtf. Til@
<A <s/. X Jjc.74*1 <41 xe 41U >icef?
VAfte /r / crr

Nttc f/
JF 47ivts

i/ 1> * b/7y
th«a //sy't f J/A

it H\V ~yle <?.

tor XT/ylre
0?ajs

ii/uPccvr

WX IV

V pktk tp

Y, e.lr>
Tl

—/i’t\ /rc'y 'P a.
cf hcAerld

~yr TtyF

tsoTs/IA [/J

// /,t me *int/ flo /U 76¢c ?'vZsS' *
oftU» ft</ YoVry> S Sfi Fj/l-. &9eK
fifo S j6 cltr- A'cose & -,/ 1Z tflr ~]Sify-
~Pp ~J* Y4/ To fyin/.
yM fflj/7, Jet/*/|'5/Zccfcf ~J*T77~

t/n'h/ Yvry> VIt Uv/tr cx c/tu't” So Ae
lj<l | fjly

[T/>s 7ne'c,

sVTAE ?2716CI*" /P "* ATVc'i.
1< r™)] Vo

CE
s4* cY Ploa, jlst's/ITTA"
t/lec 4 o <?/

rV*T7 4 m

JolixP 4t

AcCfv AlJve sV~egj<4n
XFilstw £ df#** 2/ fht
W ritYel//P * CITV?*™** [*& Xfitr*
Is S 1, fav -™m

F"F IO YIC tispA rfr/ Vpl'i'
fsc.lZytF ,

p2T”

tftv. M u spy* //fT e A

NrPTVTS,
M, 4 JZc

<EE F>

ytl/ f

5'C/fC

yS c4
ScV t &

PIt"F (i V(N V Tnlisf/ /1C/It{ st filSif

[*T VI Iv,A Aemn * [ 7T Ay?«
IN~/P)f I fis

So crr/lo. —

1 6~-c-!i’1n



M?dﬁ}é‘s& ﬂiance

The Honorable Loren Leman,
Alaska State Senate
Juneau, AK 99801

April 6,1995

Y »t>

RE: Senate Dill 81
Dear Senator Leman,

We are deeply concerned about SB 81 (the "wolf bounty bill"), and are writing to express our
opposition.

As you are probably aware, SB 81 creates "harvest incentive areas" and would pay private hunters
and trappers S200 bounties for each wolf killed in these areas. The public considers the wqgj*l change
of "bounty" to "harvest incentive" an attempt to fool them. Because cash will be paid for dead
wolves, SB 81 is a bounty bill, no matter what label is attached.

The Alaska Department of Fish and Game remains opposed to the idea of paying cash for killing
wildlife, because it has proven to be ineffective, controversial, expensive, and open to abuse. Most
wildlife managers consider bounties an embarrassment to their profession. Aside from the
prevailing biological opinion, with which we would concur, SB 81 presents numerous other
problems. Some of them include:

. Alaska is already setting woif*kilhng records. Last year, 1,583 Alaskan wolves were reported
killed, a 20-year record high. To dramatically increase the kill with a bounty will threaten the long-
term viability of wolf populations, and have other unforeseen ecological consequences.

. Establishing a wolf bounty will encourage more federal intervention in Alaska's wildlife
management. If abounty is passed, it is possible that the US. Department of the Interior would close
federal lands in Alaska to wolf hunting/trapping, in response to national outcry and biological
considerations. Although the proposed bounty would only be paid for wolves killed on state land,
people will kill wolves on federal land too, and report them as being killed on stale lands in order to
collect the cash. Tho vastness of Alaska precludes scrutiny or enforcement of a bounty program.

. SB8L is expensive, at atime when general-fund support for the Alaska Dept, of Fish & Game
ha been cut by nearly 40* . SB 81 wiU cost the state money that would be bettor spent on wildlife
law enforcement or habitat protection.

. In the wake of graphic wolf-kill video, the world is watching Alaska and its treatment of
wolves and all wildlife. Passage of a bounty will again bring negative international attention to the
stale. /he possibility ofarenmed tourism boycott is strong.

. The Alaska Board of Game is already busy implementing SB77, which was signed into law
m 1994. 5B77, or the "intensive game management law" mandates more predator killing in Alaska
The legislature should wait to scv the effects of this fu>t predator-kill law before passing another one.



J Bounties hold an overly simplistic view of ecosystems, threaten long-term wolf viability and
reflect badly on Alaska's wildlife image. They are ineffective because more dead wolves will not
necessarily mean more game in targeted areas, and people will kill wolves outside of the targeted
areas and report them as being killed within the target area in order to collect the money
(enforcement is difficult).

] Senators Bert Sharp and Robin Taylor (SB 81 sponsors) say that "public opinion has nothing
to do with game management." On the contrary; Wildlife professionals are finally learning that
unless wildlife programs have public support, they are doomed at the outset. Public opinion does
count, and the reason wildlife controversies continue to rage on in Alaska is precisely because the
public has for too long been ignored.

We realize that the Legislature and members of the Alaska Wildlife Alliance may have divergent
philosophies regarding predator control in general. However, while we may disagree where and
when wolf/bear control is necessary or appropriate, itisour hope that we can at least agree that
bounties are never appropriate. We s‘rongly believe that passage of SB 81 is the single most
damaging action Alaska could take at this tinle, not only for wildlife but for tourism, international
reputation, federal involvement, anti-hunting/trapping sentiment, financially, and to the many
Alaskan residents with nonconsumptive wildlife values.

Thank you for your time and consideration. We urge you to reject SB 81. Please contact us at any
time should you need more information or would like to discuss these matters further.

Sincerely,

Sandra Arnold
Executive Director

cc. other Alaska Legislators and leaders



CAROL JENSEN
4800 E. 112lh Avncuc
Anchorage, Alaska 99516-1612
(907) 346-3321

February 21, 1995

10: All Members ofAlaska State Sen He /Pg"
FROM: Carol Jensen
RE: SB 81. Establishment ofWolf Bounty

Of all the bills to be introduced in the history of the Alaska legislature, this has to be the worst.
If 1 didn't know better | would think it was a joke. However, with the Republicans in power
and the twisted, sick mind of Senator Taylor in great power. | fear this bill actually has a chance
to pass and sustain a veto unless the public reacts quickly and strongly. Unfortunately, a
majority of the public, though they mav strongly oppose a bill, will not usually contact their
legislators.

Alaska has the much deserved reputation as being terribly irresponsible and outright reckless
regarding management and treatment of our presious wildlife and environment. The world-wide
condemnation of our wolf control trapping program is evidence of people’s views on wildlife.
Now. we arc carrying tins ruthless war on wolves to the lowest possible level.

This bill should never have been assigned to just one committee. It should be assigned to
Finance, since if passed, wdl cost the state millions of dollars. It should also go to Judiciary,
because the entire bill contradicts current State law and hunting/trapping regulations, and the new
Tourism Committee, because this will definitely kill tourism. Senator Pearce. | am requesting
you assign this bill to the above listed committees at once.

This bill is so broad, it leaves open the use of machine guns, aircraft, denning, as well as more
conventional methods such as trapping and poisoning, which Kills other non target species,
including those protected by Federal law. It also legalizes torture. It allows the killing of all
wolves year-round, state wide. This bill would not be legal on Federal land. Since everybody
and their brother would be out trying to kill wolves for money, most people would not know or
care if they were on Federal land. The wolf would become an endangered species very quickly,
at which point NO hunting or trapping would I>e allowed on any lands.

I am certai.. the Fish «/ (lame Dept, is firmly opposed to this bill. Wiping out of wolves will
have disastcrous long range impact on all other species of wildlife as well as humans. It's
obvious this lull was written with no thought or knowledge of wildlife interactions.

Senator Taylor is the worst enemy of our environment and wildlife. However, this bill still came
as a shock to me. It must be killed. No amount of amendments will ever make it acceptable.

Sincerely. v

A, > f
% LiX. w M

Cam!lensen \VK WS "1Y ,i'*Vv\I' ! \

vi; A ° w"
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A laska State Legislature
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Delta Junction Legislative Information Office

P.O. Box 1189

Room 210, Jarvis Ollico Conier

Delta Junction, AK 9973/

(907) 895-4236 Fax: (907)895-5017

February 21. 1995
TO: Senate Resources Committee

Please accept the enclosed original ol written tostimony tor the Senate Resources teleconference
hearing that was sch >duled on 2/20/95

A copy of this testimony was transmitted to your committee via tax on 2/20/95.

Thank you.

Elizabeth A. Sarvor
information Officer

Enclosures:; 1
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FROM: Peter E K .Shepherd 1012 Galena St. Fairbanks. AK 99709
Testimony prepared for Fob. 20, 1995 hearing on 3D B!

TO: Senate Resource Committee Feb. 21,1995

13iipport SB 81 because a bounty system is one of the few remaining
means for providing big game relief from excessive predation. All other
effective methods for reducing wolf predation on critically low sheep,
moose, and caribou populations have been subverted or eliminated for

non-biological political and emotional reasons.

Wolves are increasing over Arctic and Interior Alaska and have severely
impacted sheep , moose and caribou populations. Past experience suggests
that resident trappers and hunters can reduce wolves to levels permitting
recovery and increased productivity of these species while still
maintaining viable wolf populations.

Presently, low fur prices and lack of demand for wolf peits are providing
little incentive to harvest wolves. A bounty system would encourage
private citizens particination In wolf control and could have many
benefits. Among these benefits Is the lower cost per wolf compared to
government control efforts. Bounties would provide opportunities for
additional earned income, especially injob-poor rural Alaska. Moreover,
wolf reduction inrural areas would benefit subsistence resources oy
reducing predation on moose and caribou.

Bounties should not encourage wide-spread elimination of wolves because
such intentions would he self-defeating. Further assurance that wolf
harvests do not become excessive could be achelved by ar*a-speclfic
regulatory means Considerable wolf habitat in Alaska occurs within the
boundaries of Federally dedicated lands where hunting and trapping of
wolves is banned, thereby providing ample refuges for wolf survival.

intensive management of wildlife on patented state lands is becoming
imperative with growing Federal regulatory intervention on government
owned lands To better enhance big game populations for human use the
state must continue predator control, including bounties. A bounty system
would encourage participation in this effort by the people most In need of
wild game resources.

Pete Shepherd-Retired ADF&G biologist, trapper, and registered guide.
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. lis
369 S. Franklin Street. Suite 200

W uiimiui, Ailvwnms. and ojiTuom touM Juncau, Alaska 99801
50 PEVOMNOINT sy o MLEXC ouin. [907) 4633456
gA.VOfItSJ, I T 0 U R S ax (907) 463'4453

Fax to: genator Loron Leman, Chair

enate Resource Committee
901-465

February 20, 1995

Dear Senator Leman,

T am writing to indicate our dlotrco9 at tho bill reclassifying

wolvog .from™ “hig gome to prcdatoro and putting a $400 bounty ‘on

them with no restrictliona

Our buoiness targoto mdep ndent travellere who are interested in

W|dcrneoo and wildlife. "“My partner wac in Chicago at a Travel

Show list weekend and reEorted that she talked to " people who had

cancelled a trp to Alanka that they already booked becnuae of

the state wolf policy.

[t 10 a |§|hll_Pht of a tour if our clionto are able to ooe a wolf

In the wi ore In SE kacka they are almost an endentqered

upccieo and with a $400 bounty 1t Won't be long before they are

extinct

Regard

Lou Hart
Partner



ALASKA UP CLOSE

P.O. Box 32666, Juncau, AK 99X03
(907)789 9544  FAX: (907)789-3205

February 20. 1995

Senator Urrcn lemail

Chair. Senate Resources Committee
Alaska State legislature

FAX: 465-3H10

RE: SB Xl
Dear Senator Leman:

Alaska | 'p Close oilers custom travel planning services and markets photography and wildlife
watching tours to visitors from the Ixmcr 4X and abroad. Wc also work with non-profit travel
programs, representing Mich organizations as zoological societies, universities, museums,
environmental organizations

Our clientele is very sensitive to environmental concerns. Wc have been told directly by organizations
that they con not sponsor atrip to Alaska as long as the state sanctions a program that kilts wolves. It
is impossible to say how many simply never contacted us because of a policy they find offensive.
Alaska tourism competes in a global marketplace and tourists can choose to go anywhere in the
world.

Adventure travel is the fastest growing segment of the ‘ravel industry, and holds great potential for
smaller communities throughout Alaska The impacts of a bounty program on wolves should rightly
include the economic impact on ‘'mall independent tour operators, who arc particularly affected
because ofthe clientele sec serve

Sincerely.
‘ |

Judy Shuler
Alaska Travel Specialist
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P.O.Box 1353
Valdez, AK 99686
Phone: 907-835-4300
Fax: 907.835.5679

nrnaum tna tauntm fa*a qual™ Aim

To: Senator Loren Leman, Chairman Senate Resources Committee
From: Nancy R. Lcthcoc. President (Testimony presented by Ed Davis, AWRTA Board Member)
Date: Feb. 20, 1995

RE: SB 81
Senator Leman. Senate Resources Committee members. Thank you for the opportunity to testify today.

My Name is Ed Davis. | am testifying as a board member for the Alaska Wilderness Recreation and
Tourism Association, and also as a hunter. AWRTA opposes SB 81 because of: a) the negative impacts
it will have on the economic viability of rural tourism, and b) the impact it will have on the future of
sport hunting. Finally, wc believe that the bill requires additional committee assignments.

Negative Economic impucts on Tourism:

1) Several of our members profit from guiding wolf hunts under sport huntingj-cgulations. This bill
would unfairly reduce the wolf populations and force them to compete wit*W itKircial and aerial
hunters.

2) Independent visitors to rural areas who may wish to view or hunt wolves spend far more per capita
than the average Alaskan visitor. Whereas the average cruise/air visitor spends $225 in Alaska, indepen-
dent and indc/packagc travelers who visit rural areas spend from 5827 to $1,816 (AVSP, Expenditures,
P 61).

3) SB 81 is likely to trigger another Tourism Boycott by animal rights activists. The tourism industry has
just experienced two years of a tourism boycott on the wolf issue. Many of our rural, non-hunting
businesses saw a decline in bookings and income. In response to Governor Knowles' cancellation of the
wolf hunt, the tourism boycott was cancelled. A preliminary survey of some of AWRTA's members
involved in rural, non hunting tourism shows that their inquiries and bookings are ahead of the past two
years. We encourage you to consider the economic impacts of this bill on small Alaskan tour operators
by aligning it to the State Affairs Committee.

Undermines Sport Hunting:
SB 81 will undermine sport hunting because:

1) It does not follow sound game management practices and it authorizes hunting techniques such as
areial hunting and unrestricted commercial hunting which plays into the hand of anti-hunung and anti-
trapping groups. These organizations axe thriving because they portray responsible and scientifically
managed hunting as a sensationalized form of brutality and poaching. SB-81 will provide them with
documentation to further advance this image. Ve need to encourage rc<pon>iblc scientifically managed
sport hunting rather than the mad free fur all that this bill advocutes.

P.
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2) It may result in a federal takeover of wolf hunting, just as earlier State practices lead to a federal
government take over of marine mammal management.

Need for Additional Hearings:

1) The bounty mandated under SB 81 will be paid for with State funds. This will have a fiscal impact on
the state, so the bill needs to be referred to the Senate Finance Committee. A fiscal note should be

prepared.
2) There has been inadequate notification of this public hearing given the potentially serious economic

consequences of the bill to the rural tourism industry. AWRTA. for example, which is located in Valdez
received its first notification this morning. It was impossible to notify many of our more than 300 mem*
bcrs on such a short time notice. We request that the Senate Resources Committee hold additional public

hearings.
3) Since SB-81 may trigger a tourism boycott which will have adverse economic impacts on the tourism

industry in genera! and remote tourism in particular, the bill should be assigned to the Senate State
Affairs committee.

Post-1t brand fax transmittal memo 7H71 *c» (>e»ee»
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Office of the Governoi

TONY KNOWLES sob King
Governor

P.O. Box 110001 Prgisf- ie:ria(l)rg
Juneau, Alaska 99811-0001 \ ax g aoE3%00

NEWS RELEASE

FOR IMMEDIATE RELEASE: February 3, 1995 95-27

KNOWLES CANCELS UNIT 20A WOLF CONTROL PROGRAM
Orders Examination of Predator Control Policy

Governor Tony Knowles today cancelled the state's ground-based wolf control
program and ordered a thorough examination of state predator control policies. The
announcement followed the release of the Deportment of Public Safety's report on
the November 29, 1994 wolf kill incident in interior Alaska.

The findings of this report will be disturbing to all Alaskans." Knowles said. '"The
lack ot leadership, training and direction in implementing this program during the
Hickel Administration are unacceptable. Most disturbing is that in addition. lo.Jhe
m\olves, dozens of other animals w.efO ki]e(j"b7The snares - including animals that
the wolf control program was designed to help. This program has hnr merj Alaslea's
reputation and done a disservice to Alaska's legitimate trappers and hunters."

Knowles requested last month that the Department of Public Safety investigate the
incident that was videotaped and broadcast nationwide. The report, written by
state Division of Fish and Wildlife Protection personnel, stated that there were no
written policies or procedures for the program and no training for personnel
involved. The report documented that use of the wrong type of ammunition in a
handgun resulted in one snared animal being shot four times before it was killed.

A total of 1,735 snares were used during tho two-year program in which 134
wolves were killed. In addition, 35 moose, 14 cariboujind four golden eagles were
accidentally caught intkKe snares, as”vcll*s many othor srnal' animals. Tho-
"pTCgTbm was suspended and the snores were removed after the airing of the
videotape in early December.

After reviewing the public safety report. Governor Knowles ordered the wolf
control program in Game Management Unit 20A cancelled and asked his Chief of
Staff ana the acting commissioner of Fish and Game to take othor action as

doomed appropriate.

Knowles also diroctod tho commissioner to work with tho game board and the
public to dovo'op conditions and procedures so that any future predator control
efforts would bo acceptable to tho public and tho scientific community.
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ATTACHMENT A

Wolf-Kill Statistics

1993-94 1994-95
(12/021794) (10/01/93 - 04/30/94) (10/01/94
Non-Targctcd
Species Information
Moose 29 (17 survived) 6 (5 survived) 63% survival
Cariboa 7 (5 survived) 7 (2 survived) 50% survival
Grizzly Bear 2 (2 survived) 0 100% survival
Wolverine 2 1
Coyote 1 3
Red Fox 25 (1 survived)
Snowshow Hare 0
Raven 1 0
Golden Eagle 4 (2 survived) 0 50% survival

Total No. Taken 78



fnilEt\rics iw

/1Jf106 n7!M e(L,

& ?*«- 2, 10v /]y

w
< /

O L V E S

Cantlnuod from Peg*. A-1

caribou to escape unharmed. Four
other snared moose ond one wol-
verine were tranquillrod 3nd re-
leased.

+The ea&lc was cn unfortunate
surprido,” Taylor 3Rid. “Itactually
landed to feud on ono cf the foxes
and ended up getting caught in 1

nearby snare."

Department officials blamed the
high cost and Incidental catches on
special interest groups that fought
an aerial wolf control program.
Most of those groups fought wolf

control of ad kinds.

“If we had removed the wolves
by aerial shooting, we wouldn't
have had the incidental take, it
could have been much choapt-r in
terms of our operating cost, and it
would have been more effective in
removing whole packs within the

F

irst season ends

the program totaled about Jt00.0i0,
plus about S35,«y/\'or a seasonal
employee, plus staff llicnc.

"The staff time isn't extra money
hut a reallocation within the divi-
sion." he said.

Changes being considered for
next year include starting later ir
the winter and ending earlier to re
aucc theincidental catches, and us
Ing mere of tho breakaway mart-e
Taylor said.

The program was successful L
that It proved the number of kul
necessary could be accomplishe-
with traps, he saio. "Astc rhc effec
on the prey population over the r.ex
three years, it's too early to say.
Taylor said.

Although state trappers finishc
pulling out their equipment Thur
day, the puohc wolf trapping ye.
son remains open through April

core calving area,” said Chris
Smith. Division of Wildlife Con-

servation regional supervisor.

Taylor said operating costs lor

\ tt.jz>--1 ;*
Three wolf packs elim inated;
skinned carcasses 20 to dum p
3v_KELLY 20STIAN men: that they are buric-c im-
Siai* *micr mediately."

Alas.-.a wrapped up its firs: rea-
son of wolf control with 53 wolves
read a: a cos: cf about Si.000 per
wolf u::d With the headless, sum-
.0sa remain* placed in the Fair-
conxs .NorthStar Borough Landfill.

‘Thaia iir.d of symbolic of the
svnoie program,” sale Stephen
<\eila of tac Alaska Wildlife
Alliance, t jroup icr.g scposea to
wolf control

‘We :? s:<il working on doing
vnat we can tc get the Alaska
Soara cf Game process changed :n
he long term, whten is the best
lung we can do ultimately." Wells
aid.

Ken Tayicr. Fairbanks manage-
ment coordinator for the Division
i Wildlife Cchjervation, said three
iolf packs *-«re eliminated ar.d
hat <S wcivcs remain :n the mam
ontrsi area—much of wmen
makes up the spring calving area
or the Delta Caribou Here.

"sWolf distribution remains
sienttally unchanged." he said.
'"There aro small peckj out thoro

at wit] have pups this spring and
may pop rignt back up 10 where it
was oefcfc."”

Taylor aiso .aid it Is not unusual
0 dispose of wolf carcasses at the
ump.

Sob Trouail. borough solid waste
ivisicn manager, satd the landfill
[accepts animal carcassos from
linyone out that advance nolifica-
1011 la appreciated. He said tho
borough follows “a strict require

The 53 woif hides remain ;n the
state s possession anc will tie sold
at suction, possiuiy ji next year s
Fur Rendezvous :n Anchorage,
Taymr said. Some of tho Rides ire
going tocduciuicnai Instituticni. ua
are the skuils of the animoii

The 3oarc of Game last summer
auproved athree-y-zr effort by ;he
state to reduce woives >rj roost
numbers of the Delta caribou herd
.r.Game Management Sutiur.it 20A.
roughly 2.X0 square mncs south of
Fairbanks ar.d norm a: the A.osk*
Range.

Lawsuits, public outer-- er.s a re
newed national call for -n Alaska
tourism boycott ay some groups
could net siop it

Betore the program, -bou: 250 la
200 wolves innaoitcd the 23A ires,
the department said. Board guice-
Lies said the department vns to
leave at least 25 wolvor in the con-
trol area, or :co in an cf Subunit
20A

The 98 wolves killed by Ftsh snd
Game stuff, plus wolves ."tiled ay
private trappers in the area, will
bring the total dead dose 10tho de-
partment’: original gcats.

"1 wouldn't be surprised if It la
IW total wnen it'sall cone." T.xylor
said.

Officials tdded t3 fox. 12 moose,
itx coyotes, two caribou, one mow.
shoe hare, one wolverine and ono
golden eagle to tlio doth toll.

Experimental “breakaway”
snares allowed four moose and five

Saa WOLVES. Baca ?age






MAR 15 1995 FISCAL NOTE

STATE OF ALASKA
1995 LEGISLATIVE SESSION

BILL NO. CSSB 93 (Res)

Dept. Affectod]j Fish and Game
BRU: Habitat and Restoration
Conponcnt: Habitat

Revision Date:

Title: Disposal of stato land along the Dolton Highway
Sponsor: Senator Miller

Requester: Resources.Finonce

Expenditures/Revenues

OPERATING EXPENDITURES FY 9S
PERSONAL SERVICES 0.0
TRAVEL 0.0
CONTRACTUAL 0.0
SUPPLIES 0.0
EQUIPMENT 0.0
I/ND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0
CAPITAL EXPENDITURES 0.0
ICHANGE IN REVENUES ( | | 0.0 |
FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1C06 GF/MHTIA

Othor

TOTAL 0.0
Estimate of any cuirent yoar (FY95I cost: S
POSITIONS

FULL-TIME 0
PART-TIME 0
TEMPORARY 0
ANALYSIS: |Attach a separate page if necessary)

0.0

FY 97

O OO oo
O O O oo

0.0

o

COMPONENT SERIAL NO. *186

(Thousands of Dollars)

FY 98 FY 99 FY 00 FY 01

0.0 0.0 0.0 0.0

0.0 0.0 00 0.0

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

0.0 001 0.0 0.0 1

0.0 | 0.0 | 0.0 1 0.0~1

(Thousands of Dollars)

0.0 0.0 0.0 0.0
0 0 0 0
0 0 0 0
0 0 0 0

Designation of non-residential development nodes along the Dalton Highway per so will not result in an
increased agency workload. Howevor, over the long term, it may become necessary to conduct a

comprehensive land use plan for haul rood node develooment.

In addition, it may become necessary to monitor

and evaluate the effects increased public use of the haul road corridor may have on fish and wildlife stocks and
tneir habitats. Such studies may include traditionol population management evaluations to support
recommendations to the Board of Fisheries and Game os -well as cummulotivc assessments of potential impacts
on subsistence harvests of fish and wildlife.

Prepared by: Ellen Fntts, Acting Director
Diviaicn: Habitat and Restoration

Approvjd by Commissioner:
Agency:

*

Fish and Game

/i

Phone: 465-4107
Date: 3/13/95

Date: ~

PREPARER TO PROVIDE ALL DISTRIBUTION COPtES TO GOVERNOR'S LEGISLATIVE OIFICE
For further distribution wlormatton, call tho 'lovernor's legislative Ollico

idnv 1Q 341 95fi»no »!* OBR
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FISCAL NOTE

STATE OF ALASKA
1995 LEGISLATIVE SESSION

Revision Dale: Original Dept Atloctod: Natural Resources
Llle: An Act relating lo tho disposal ol slate land along BRU: Resource Develoon
‘he Daion Highway: and orovidina tor an effective date .. Component: Land Devolooment

Sponsor Senator(3) Miller. Green

Requestor:

Exoenarturos/Revenues
rCTEftATING EXPENDITURES
personal services
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
Total operating

PV96 " FY97

0.0l 0.0

ToT W
Hof

LAPITAT EXPENDITURES"

[chanCE In REVENUES( T IT

FUND SOURCE

10C2 Federal Receipts

1003 GF Match

1004 Gr

1005 Gr/Prcgram Receipts

1006 GF/MHTIA

Other

TUT'AC 6.0 0.0

Estimate of any curront yoar (FY95) cost: § None

POSITIONS

Eull-TiMe ol ol
PART-TIME of o1
TEMPORARY of oi

ANALYSIS: (Anacn a Moaraia cage if necessary)

Thorn a no fiscal impact associated implementation of 7ns legislation

Amendment proposed The legal descnoBon for the Yukon Rrver aosaing snook) to

changed hom Umiat Meridian to Fairbanks Monacan

Prepared oy: Ron Swanson. 0\r9 aor/yl& &
Division: 11%ummo
Approved by Commas

Agoncy: 7Natura| Resourcos A/

BILL NO.

Component Serial No.

(Thousands ot Dollars)

ryos FY99
0.0 0.0
ooT ToT
ToT ToT

(Thousands ot Dollars)

0.0 0.6
0 ol
0 oT»
0 5]
Phone :
Date:
Date:

— r

SB93

431

PVOO

0.0

0.0

()]

762-2692
23-r00-J5

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For lurtnor distribution information caH the Governor's Logistativo Otfico
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SENATE COMMITTEE RFnORT

First Committee of Referial

DATE: 2/21/95 FURTHER: Finance
Date of 5-Day Notice: DATE TURNED
(in accordance with Uniform Rule 23) INTO OFFICE: 2>"2if-7S

Resources Committee considered SENATE BILL NO. 93

"An Act relating to the disposal of state land along the Dalton Highway; and providing for an
effective date."”

and recommends: Senate Bill:
ftrfsame title

I-~be replaced with CSS fi ~3 I ] new title

. House Bill:

| J adopt previous CS ( ) f | technical change
( | new: SCR*

I | attached amendnient(s)

| | adopt Letter of Intent by Committee

(| further referral to the Committee

OTHER RECOMMENDATIONS

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):*
Department Dete Zero FHscal Department Date Zero Fiscal

I | APPROPRIATION - no fiscal mile sinclude fiscal notes ucrumpaning (Inventor®s hill
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2/27/95

CS FOR SENATE BILL NO.93( )
INTIHE LEGISLATURE OF TI'IE STATE OF ALASKA
NINETEENTH LEGISLATURE «FIRST SESSION

uv

Offered:
Referred:

Spunsorfs): SKNATORS MILLKK, (intn

A BILL
FOR AN ACT ENTITLED
"An Act relating to the disposal of state land along the Dalton Highway; and

providing for an cfTective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

eSection I. AS 19.40.200(h) is amended to read:
(b) The prohibition on disposal of state land under (a) of this section docs not
apply to a disposal
(1) to a licensed public utility or a licensed common carrier under
AS 38.05.810(c);
(2) lor the reauthorization of leases that were in effect on January 1. 1994.
for nonrcsidential purposes within the following development nodes:
tAJ Coldfoot:
Township 28 North, Range 12 West. Fairbanks Meridian
Sections 3 - 4

Sections 9 - 10

o CSSHIJK )
tUILLTLO TtX* UnACKt.7f.31
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10

12
13

14

16
17
18
19
20

23
24
25
26
27
28
29
30

WORK DRA:

WCRK u?J\FT WORK ORAFT

Sections 15-16
Sections 20 - 22

Llii Yukon River Crossing:

Meridian
Seelions_(b_2
Township 12 North. Rannc 11 West. Fairbanks

Meridian

Sections 142

Section- 7
J8anue. 1Q_AYestt-TiitJtanks

Meridian

Township 13 North. Range 11 West. liiiiriiailKb (UMIATJ
Meridian
Section 22
Sections 25 - 27
Sections 34 - 36

[SECTION 26):;

(3) for nonrcsidcntial development within the following development

nodes INODE]:

cssitfx >

IA1 Dcadhorsc:

Township 10 North. Range 14 East. Umiat Meridian
[SECTIONS 24 - 251

Township 10 North. Range 15 East. Umiat Mendian
Section 8
Sections!?.«20
(SECTION 19)
Section 30

iBLUoldlool:

rorrra retr Wrworrs
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1
12
13
11
15
16
17

18

25
26
27
28
29

30

WORK DRAFT

WORK DRAFT WORK DRAFT

luwnslliD-J8,N orlli._ Ranee 12 West. Fairbanks

Meridian

Sections 9 - 10
Sections 16
Sections 20 « 22
Ipwnship™ AN urtliiJRani'c_12_Wecst,_laitlianks
Meridian

Seclion&i-L"iS

tCl Franklin Dinffs:
Inmisliip 4 iSurtinKannc 14 LasU.Umiat Meridian
Sections 3 -4

Sections 9 -JO

(DI Happy Valiev;
Township 3 SouthJlanEeJST.ast, Umiat Meridian
Sections 19 - 20Q
Sections 29 -1Q
ili) Yukon River Crossing;
lu*insliip_J2_Sprllu.llanuc..1Q. West, Fairbanks

M eridian

Sections 6z |
Township 12 North. Ranee 1L West.. Fairbanks

Meridian

Sections | ¢2

SedionJJ
Township 13 North. Ranee 10 WesL Fairbanks

Meridian

X CSSB 93C )
-t "Eirm rrxr WA:rr—sa



'WORK DRAFT WORK DRAFT WORK DRAFT

Immahip. 11 Nurth*™Jianuc 11 Weal Fairbanks

Meridian
ScclimiJ*
Sections 25«27
Sections J4 »36; or
(4) necessary for
(A) an oil and gas lease under AS 38.05.1X0;
(B) exploration, development, production, or transportation of oil
and gas north of 68 degrees north latitude; or
(C) a state lease or materials sale for
(i) exploration, development, production, or transportation
of oil and gas;
(i) reconstruction or maintenance of state highways; or
(iii) construction or maintenance of airports.

» See. 2. This Act takes effect immediately under AS 01.10.070(c).

CSSD 93 .
) aeurra crx: IMCrrrre;



Alaska State Legislature

Session. MEMO Inlcnm:
Suite Capitol 716 W 4th Avenue
JuneauAK 99801-1182 Anchorage AK 99501-2133

Legal Services
VIA FAX: 2029 c

FROM: Annette E. Krcil/cr, Rcsoufce™c'ontmittcc Aide
DATE: February 27, 1995
RE: CS SB 93

The Department of Natural Resource reports that the
township/section sites in current law and cited in SB 93 arc
incorrect.

Please prepare a blank CS for today's Senate Resource Committee
hearing incorporating the attached corrections (sec memo to A.
Krcitzer from Teresa Sager).

Please call me at 4907 if there are questions.  Thanks for expediting
this.



To: Annette Kreit/.er
From: Teresa Sager

Re: SB 93 - Dalton Ilighway I-and Disposals
legal description corrections

Dale: February 27,1995

Here .ire the recommended corrections submitted by DNR for inclusion in 1
blank committee substitute.

Deadhorse: TI10N, K14K, UM
T10N, R15F, UM
Sections 8, 17-20, 30

Coldfoot:  T28N. RI12VV, FM
Sections 3,4,9,10,15, 16,20-22
T29N, R12W, FM
Sections 23-27, 34, 35

Franklin Bluffs:  T4N, R14K, UM
Sections 3,4,9,10,15,16

Happy Valley: T3S, R15F, UM
Sections 19. 20, 29, 30

Yukon River: TI13N, R1IW, FM
Sections 22,25-27,34-36
T12N, R10W, FM
Sections 6 & 7
T12N, RIIVV, FM
Sections 1,2,12
T13N, RIOVV, FM
Sections 29-32



Alaska Environmental lobby, Inc
y Phone: 907-4G3*336b
P.O. tiox 221l Juneau, Al.uk.> 99B02 Fax: «JO7-4f»l-.«:i12

Senate Bill 93: Disposal of Land Along the Dalton Highway

'Hie Alaska Environmental I>obby opposes SB 93:

We believe the original intent of the Dalton Highway, the Haul Road, was
to serve as an access corridor and supply line for the Trans-Alaska
Pipeline. This is still the only reasonable economic function for this

expensive, albeit important road.

'Hie expensive is derived from many factors: If we have private land we
arc under an obligation to protect it - Fish and Wildlife agents and Alaska
State Troopers are already overburdened. They will need more resources
if they will be expected to encompass the Haul Road into their jurisdiction.
Also, in this era of frugal state attitudes and lower economic resources we
need to consider every cost incurred in every decision.

Preserving the original intent and expanding it to include the upcoming
Trans-Alaska Gas Pipeline demands that the state concentrate its efforts to
responsibly manage all aspects of this valuable transportation corridor.
Tliis means that opening the Haul Road for any peripheral development,
actions which are unrelated to and most probably interfering with corridor

usage, is irresponsible.

ms 2/27/95



. State of alaska
0

Legislative affairs agency

DIVISION OF PUBLIC SERVICES

DATE:

Please accept the enclosed original(s) of written testimony

for the Y, teleconference hearing that was

scheduled cn V//°V*" .

A copy of this testimony was transmitted to your comittee via

fax cn .

Thank you,

NExJ 0 IM [P o JE—
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Senate Bill 93

Disposal of Land Along the Dalton Highway

by Senator Mike Miller

Last session the Legislature passed Senate Bill 210 which provided for the
reauthorization of existing leases in three development nodes along the
Dalton Highway including Deadhorse, Yukon River Crossing and Coldfoot. It
also allowed for future non-residential land disposals in at Deadhorse.

W ith the recent opening of the highway to public traffic, the need for
additional services is anticipated. Senate Bill 93 will allowthe state to proceed
with future non-residential disposals in each of the remaining fournodes
along the route for development of various public facilities. It is structured
to allow disposals only within the identified nodes which have existing pads
so that orderly development is maintained at regular intervals along the
highway. The development areas affected are Yukon River Crossing,
Coldfoot, Happy Valley, and Franklin Bluffs.

As with any state land disposal, all proposed sales or leases within the
development nodes will require a Land Use Plan, subject to procedures set

forth in law which provide for thorough public review.

| appreciate your consideration of Senate Bill 93.
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INITIAL SECTIONAL SUMMARY
3IX195 by Krcit/cr, Committee Aide

SB 112: "An Act establishing a discovery royalty credit for the
lessees of state land drilling exploratory wells and making the first
discovery of oil or gas in commercial quantities."

Section 1. Makes the first discovery royalty credit applicable
under the exploration licensing program passed last year (SB 150).
The royalty shall be reduced to five percent for the first 10 years
following the date of first discovery of oil or gas in commercial
quantities. NO definition of "commercial quantities” or "date of
discovery" and how that is determined. Commercial quantities has
different meaning than paying quantities- recover operating costs.
Commercial quantities - need to recover investment, development,
and production costs.

Section 2.: Adds back into statute the ability for the commissioner
of the Department of Natural Resources to allow a royalty reduction
of 5% for the first 10 years on oil or gas leases on state land. After
10 years, the royalty reverts to the leasing method chosen by the
commissioner (A-G).



A laska S tate Legislature

Senate Resources Com mittee

State Capitol
Official Business Juneau AK 99801

Sponsor Statement for:
Senate Bill 112: Discovery Royalty

When SB 112 was introduced by the Senate Resources Committee it was written for
discussion purposes as the law had been when it was repealed in 1969 (1, CH 65 SLA
1969), recognizing that such terms as "in commercial quantities", "geologic structure" and
"first discovery" would have to be discussed regarding their current relevance.

These vague terms resulted in litigation over the previous discovery royalty program. The
committee has worked closely with the Department of Natural Resources and industry to
write legislation that narrows the opportunity for litigation over who is awarded a discovery
royalty under this proposal.

The new program is intended to reward not only the first person to drill a well resulting in a
new discovery, but that person must also complete the well - resulting in production. The
discovery royalty provision is available to all Cook Inlet Sedimentary Basin future leases
and to non-producing, non-unitized leases entered into before the effective date of the acL

Lessees with leases under the old discovery royalty program may choose either that
program or the new program, but not both.

It is die sponsor’s intent that this legislation will encourage new activity in the Cook Inlet
region.



2NATE COMMITTEE REF'RT

First Committee of Referral

DATE: 3/7/95 FURTHER: Finance

Date of 5-Day Notice: 3*15 -gs DATE TURNED -,
(in accordance with Uniform Rule 23) INTO OFFICE:

Resources Committee considered SB 112

Establishing a discovery royalty credit for the lessees of state land drilling exploratory wells and
making the first discovery of oil or gas in commercial quantities.
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A laska S tate Legislature

Stale Capitol

Official Business Juneau AK 99801

MEMO
TO: Jack Chcnoweth, Legal Services
via fax: X2029 this page only
FROM: Annette Krcitzcr, Aide to M
Senate Resources Committee
DATE: March 18, 1996
RE: CS 1>2(RES): Discovery Royalty

Please create a FINAL Resources committee substitute for SB 112 using 9-LS0808NK
dated March 15, 1996.

There were no other changes to the bill. Please deliver the FINAL to Senator Leman's
office. Room 115 of the Capitol.



A laska S tate Legislature
SENATE RESOURCES COMMITTEE

. : Slate Capitol
Official Business Juneau AK 99801

MEMO

TO: Senator Pcarcc, Vice Chairman
Senator Halford
Senator Fnr.k
Senator Tayior

THROUGH: Senator Loren Leman, Chairman

FROM: Annette Krcitzcr, Aide to
Senate Resources Committee

DATE: March 18,1996

RE: CS SB 112(RES)

Attached is the Committee Substitute which incorporates the amendments made in Senate
Resources to SB 112. Please let me know if the language beginning on page 3, line 25
through the end of the bill is nfil consistent with your interpretation of the amendments.

I will request a final committee substitute to be read across for Wednesday (March 20) and

initiate a request to the Senate Finance Committee for a hearing if there arc no
discrepancies.



9-LS0808\K*

CS FOR SENATE BILL NO. 112(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE RESOURCES COMMITTEE

Offered:

Referred:

Sponsors: SENATE RESOURCES COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act establishing a discovery royalty credit for the lessees of state land

drilling exploratory wells and making the first discovery or oil or gas in an oil

or gas pool in the Cook Inlet sedimentary basin."

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

N* JjCaa>-v- | Vg -
e Section 1. AS 38.05.134 is amended to read:* h<

Sec. 38.05.134. CONVERSION TO LEASE. If the licensee requests and the . "fA./

commissioner determines that the work commitment obligation set out in an oil andl

gas exploration license issued under AS 38.05.132 has been met. the commissioner

bPrilla

off\ *n.v"
shallconvert to one or more oil and gas leases all or pan. as the licensee may indicate, ! J* *"

of the areadescribed in the exploration license that remains after the relinquishments,
removals, or deletions required by AS 38.05.132(d)(2). A lease issued under this
section
(1) is subject to the acreage limitations imposed by AS 38.05.140(c);
(2) is subject to AS 38.05.!1S0(j) - (m). (0) - (u). and (x) * (2);

of* CSSB 112(RES
wsr [QTC "r.dtroiryti zzistez text EMCKETSS] ( )
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(3) must be conditioned upon a royalty in amount or value of not less
than 12.5 percent of production, except that the lessee who, proceeding under
ASJA05.PI - 38,05.134Lundcr a lease issued in the Cook Inlet sedimentary basin
who is_ccrtiflcd by the commissioner to he the first to drill a well discovering oil
or,ms in a previously undiscovered oil o gas noo» shalLpav a royalty of five
percent on all production of oil or gas from that pool attributable to that lease for
a_periQd.ofiQ _y?are-fQllQ*ing the date of discovery of that pool, and thereafter
the royalty payable on nil production of oil or gas from the pool attributable to
(hnLkase shnlLbc.dctermincd and payable as specified in the lease: the payment
QLIht flve.Dercent_i:Qyaltv.under_this oarngnipiiisjnithorircd only to a holder of
a lease who meets the requirements of As 38.05.180(0(4).

(4) must include an annual rent of S3 per acre or fraction of an acre
initially paid to the state at inception of the lease and payable annually after that until
the income to the state from royalty under that lease exceeds the rental income to the
state under that lease for that year, and

(S) is subject to other conditions and obligations that are specified in
the lease.

e Sec. 2. AS 38.05.180(0 is amended to read:

(0 Except as provided by AS 38.05.131 - 38.05.134. the commissioner may
issue oil and gas leases on state land to the highest responsible qualified bidder aj
follows;

(LL. the commissioner shall issue an oil and gas lease to the successful
bidder determined by competitive bidding under regulations adopted by the
commissioner: bidding I. BIDDING] may be by sealed bid or according to any other
bidding procedure the commissioner determines is in the best interests of the state;

(2L whenever (- WHENEVER), under any of the leasing methods listed
in this subsection, a rovalty share is reserved to the state, it shall be delivered in pipeline
quality and free of all lease or unit expenses, including but not limited to separation.
cleaning, dehydrauon. gathenng, salt water disposal, and preparation for transportation
off the lease or unit area;

(3) following ( FOLLOWING] a pre sale analysis, the commissioner

may choose at least one of the following teasing methods:

CSSn UN RES) 2%
Stw rexz ’hitrilnt'l .ZZLtTtS TtXT SMCKXTTSI



(A) [(D) a cash bonus bid with a fixed rovalty share reserved to
the state ofnot less than 12,5percent in amount or value of the production

removed or sold from the lease;

Hi) [(2)) a cash bonus bid with a fixed royalty share reserved to
the state ofnot less than 12.5percent in amount or value of the production
removedor sold from the lease and a fixed share of the net profit derived from
the lease of not less than 30 percent reserved to the state;

HD [(3)) a fixed cash bonus with a royalty share reserved to die
state as thebid vanablebut no less than 12.5 percent in amount or value of the
production removed or sold from the lease:

HD [(4)) a fixed cash bonus with the share of the net profit
derived from the lease reserved to he state as the bid variable;

IE) [(5)) a fixed cash bonus with a fixed royally share reserved
to thestate ofnot less than 12.5 percent in amount or value of the production
removed or sold from the lease with the share of the net profit derived from the
lease reserved to the state as the bid variable:

IE) 1(6)) a cash bonus bid with a fixed royalty share reserved to
the state based on a sliding scale according to the volume of production or other
factor but in no event less than 12J percent in amount or value of the production
removed or sold from the lease;

HD ((7)) a fixed cash bonus with a royalty share reserved to the
state based on a sliding scale according to the volume of production or other
factor as the bid vanable but not less than 12.5 percent in amount or value of the
production removed or sold from the lease;

(4>_nnt*UtmandioE a requirement in the leasing method chosen of
ajninimnm fixed royalty ?harc. on and after a date that IsJ8Q davs following the
gflgtllyg. da(c_*?f_thH _Acli_the lessee under a lease issued in the Cook Inlet
ttdimcman fraiin-whglictmflcd by the commissioner to be the first to drill a well
discovering oil or gas in a previously undiscovered oil or gas oool shall pav a
BttflUv of five percent on alt production of oil nr from that pool attributable to
IhflLlcase for a period of 1Q yean following the date of disco*vi. , blt; -1 »

thereafter the royalty parable on all production of «ii or gas from ;hc pool

. > CSSD 112JRES)
' m».Te "Hiiw:ind /MUID rtXT txkerxTzD)
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ailrihtUablc.to.IhaU eagPJibit)Uiej letcrmincd nndjiaynbtc as specified in the lease:
lhg-rgduccd royalty, authorizedJ>y this paragraph is subject to the following; j
(AL_a LeMee_iS eligible to nav the reduced royalty authorized
hyJhis narngrnph.oniY.iLtlic_ic«ce is the first to drill a well discovering oil
0r gas in a previously undiscovered oil or gas oool:
ffi)— only, ope rgductjpn_qgL royalty authoriyed by this
paragraph may he.allowed on each lease that Qualifies for reduction of
royalty under this paragraph;
vl 7= (c) _if. under this paragraph, application is made for a royalty
*DV_JYV,,,ig* aj reduction for a lease that was entered i .a before the date that is 180 days
following the effective date of this Act, the cOMmissioner may approve the
aPDllgfltlon.nnlY.iLQIUhe.datc referred to »n this subparagraph, the lease
Was a nonproducing lease that Was not committed to a unit approved hv the
* cpmmis.rioncr.undfUmLpf-this section, that is not pari of a unit under (n»
) or_(q) nfanis_segtjQn._and.that Nas not been made part of a unit under

> w

AS 31.05;

(PUif-fDDlicatlon for a royalty reduction is made under this
paragraph for a lease on wMch.il disgQven_n?valtY was claimed or may he
dalmed under the discovery royalty provisions of former AS 38.05.180(a) In
Effertd«QIE. MRY-$t195@ihs.gQmmb3ittnsLihnll dsaltoy the.applicitiOn
undenthls Dflragraph unless the.aPDlirant wajv” the right to claim the right
to n reduced.royalty under the discovery rovaltv. provisions of former
As 38,05.180(a) in_effcgtd?cfore May 6, 1969; and

(E).JIK.gQmmtatoncr shall AdOpt nrsulattoru sctting.QUI.'hc
Handatds”critgria®ajid.dsflnitlQn? of tcrmuhat. apply \9 impkmcm.lhe

filing of applications for, and the review and certification of. discovery oil
and gas royoltyLccaifigfltionj under thisparagranh.

CSSO 112(RES)
mVew rg.TC e¢Jndtriintd ISKLtTZS 70? SKKCXTTtSI



AMENDMENTS ADOFFED IN 3/11/96 SENATE RESOURCES
COMMITTEE TO VERSION F OF SB 112: Discovery Royalty
(Chenowcth 3/9/96)

Amendment #1

1) See attached (The committee gave staff fairly broad author! y to continue to work with
the Department to lighten language in the bill to reflect its purpose as a discovery royally
provision and to bring it back for Wed. 3/13). This amendment was altered slightly alter
funhcr discussion with the department and begins after (3) must be conditioned upon a
royalty in amount or value of not less than 12.5 percent of production, except that the
Icssccjwho”prpcccding under AS 38.05.131-38.05.134. under a lease issued in the Cook
Inlet scdimcntary.basin whais certified byjhcj»smmi&>ioncr.to be the first to drill a well
discovering.oil or gas in a previously, undiscovered oil or gas pool shall pav i royalty of
five percent on all production of oiLpr.gasfrom that pool attributable to that lease for a
period of 10 vcarc following the dale of discovery of that pool, and thereafter the royalty
m ablc-on till production ofoil or gasJrem the pool amity’table to that lease shall be
determined and-Dayable as specified in the lease. The payment of the five percent royalty
undcLthis paragraph is authorized onlv to a holder of a lease who meets the requirements of
AS_38A)5T8Q(f)(4).

2) Parallel language had to be added in AS 38.05.18(X0(4) as follows:
Page 2. Line 32 through Page 3, Line 9:

following "commissioner to"
(HAVE MADE] be the first to drill a well (DISCOVERY OF*) discovering oil or gas in
(COMMERCIAL QUANTITIES FROM1 a previously undiscovered oil or gas pool
shall pay a royalty of five percenton all (LEASE) production of oil or gas from that pool
attributable to that lease for a period of 10 years following the date of discovery of that pool
(OIL OK GAS IN COMMERCIAL QUANTITIES IN THE POOL, AS
CERTIFIED BY THE COMMISSIONER,) and thereafter the royalty payable on all
(LEASE) production of oil or gas from the pool attributable to that lease shall be
determined and payable as specified in the lease; a lessee is eligible to pay the reduced
royalty authorized by this paragraph only if the lessee (MAKES) is the first to drill a well
(DISCOVERY OF) discovering oil or gas in (COMMERCIAL QUANTITIES
FROM) a previously undiscovered oil or gas pool within five years of the effective date of
the lease; the commissioner...

Amendment #2 (INCORPORATED ABOVE)
3) Page 3, Lines 2-3:

or gas pool shall pay a royalty of five percent on all (LEASE) production of oil or
gas from that pool attributable to that lease for a period of 10 years following the date of
discovery of oil or gas

Page 3, Lines 5%6:
thereafter the royalty payable on all (LEASE) production of oil or gas from the
pool aittlbuUhlc.1Q Ihai lease shall be determined...

Amendment #3 (became moot with the language the committee adopted in Amendment
#1 above and the parallel language found in CS SB 112 version G).

3) Replace "in commercial quantities" throughout the bill and any amendments adopted by
the committee with the phrase "capable of prtxlucing in commercial quantities".

Amendments (or SH 112 1



Amendment #4

4) Not adopted by the committee as written, but instructions were given to the committee
staff to work with the Department to bring an amendment before the committee
Wednesday, 3/13/96 to allow Discovery Royalty to be applied to all nonproducing leases
and future leases as of die effective date of the bhill.

AMENDMENTS ADOPTEL IN 3/13/96 SENATE RESOURCES
COMMITTEE TO VERSION G OF SB 112: Discovery Royalty
(Chcnowcth 3/13/96)

Amendment #1
1) Page 4 ,Line 3: Following "undiscovered oil or gas pool"

DELETE: [WITHIN FIVE YEARS OF THE EFFECTIVE DATE
OF THE LEASE;]

Amendment #2

2) The committee adopted a conceptual amendment to limit discovery royalty to one
application per lease. It doesn’t matter how many partners are involved - only one
discovery royalty will be allowed on the lease.

Amendment #3

3) The committee adopted a conceptual amendment to include nonunitized leases in the
applicability section. However, a later amendment rewrote the applicability section and
appears as Amendment #5.

Amendment #4

4) The committee wants to plainly state that on leases carrying the former discovery
royalty provision, if a lessee applies under this new Discovery Royalty, the old program
cannot also be used.

Amendment #5

5) The committee adopted an amendment to the effect that the provisions of AS
38.05.180(0(4) added by sec. 2 of thi., Act, apply only to leases in the Cook Inlet
sedimentary basin and the Act is effective on all non-producing, non-unitized leases (sec
Amendment #3) and future leases that arc certified first discovery by the commissioner six
months after the effective date of the Acl

AmrmrimmU for SH 112



A laska State Legislature

State Capitol

Offidal Business Juneau AK 99801

AMENDMENT #1

OFFERED IN SENATE RESOURCES
TO: CS SB 112 (LS0808VF)
DATE: 3/11/%

Page 1, Line 5:
Following Section 1. Insert:
AS.35.05.134,is.amcj)dcd to read; _

- Scc”38.05.134. .CONVERSION TO LEASE, If the licensee requests and the
commissioner determines that the work commitment obligation set out in an oil and Has
exploration license issued underAS 38.05.132 has been met, the commissioner sha
convert to one or more oil and gas leases all or pan, as the licensee mav indicate, of the area
described in the exgloratlon license that remains after the relinquishments, removals, or
deletions required bv AS 38.05.132(d)(2). A lease issued under this section

llis-supicct Ipjhc acrcauc limitations imposed bv AS 38.05.1401c).

2Lts subicct toAS 38.05.18Q(i) - (m). (05) - (u). and (x) - (zri

~(3) must be condiiioned.upon aroyaltyjn amount or yaluc.oinotless than

12.5.perccnioLpioductiPiL except that thclcsscc.wiio. pioccedire-under AS 38.05.131-
38,05.134" I ndcLUlease issued in the Cook Inlet sedimentary basin who is certified bv the
commissioner to hayc made the first discovery of oil » ﬂas infrommercial Quantities fern a
Prchou_st,undllscovered.ou.m.us pool shall pay aroyally of five percent on all lease
raduction of oil or eas from tut pool for a period oLLO years followm%, the dale of
discovery cloil.oLgas in.fommercial quantmcs in the.FooI. as certified by the
commissioner, and thereafter dleroyalrpayable_o_n ail lcasc-production.oLoil or ess from
the pool shall be determined and payable ‘as.spccified in,die lease. The ’paymen_t oi.the rive
percent royalty under this paragraph is *mbonzedonly to.nbolder ol a leascjviiQJDccisilic
remiircmenis.of.AS 38.03.180(f)F4).



FACTS RE; FQBMER,PJSCO.VEFiy RQYALT.It

F-Qtm.Qi.P.eJinltlon

5% royalty for any production from a lease in tho first 10 years following
the discovery of oil and gas in commercial quantities in a geologic
structure.

Ujneilng

1937 « 1946. 1950 * 1958: Regulations under Federal Mineral Leasing
Act establish discovery royalty for Alaska only.

1959: Alaska Land Act codifies federal regulation language into state
statute; state lease form copies statute’s language.

1962: Cook Inlet drilling races result in two blowouts: 45 days; 14
months. State grants discovery royalty for both.

1963: State regulations adopted.

1969: State legislature abolishes discovery royalty (ch 65. SLA 1969).

Contentious

Many disputes, some over leases that never produced during the
discovery royalty period.

Three Alaska Supreme Court decisions re: discovery royalty:

e Pan American. 455 P.2d 12 (Alaska 1969) (challenge by competitor)
e Union Qil. 526 N2d 1257 (Alaska 1974) (denial of certification)
e Union Oil. 574 J.2d 1266 (Alaska 1978) (denial of certification)

Many administrative decisions by DNR.

LiUfladion | Admil?istratiy,*ApfigiiLissi'JLS

What constitutes “first discovery", and is spud date rolovant?

What are "commercial quantities’, and is a controlled well test necossary?
What is a "geologic structure?"

What is the “discovery date?"

Does a recovery royalty apply to production from all zones in a leaso?



ISSUES BE; REINSTATEMENT QF DISCOVERY ROYALTY

The merils of reinstating tho discovery royalty should be evaluated in the context
of incentives for all the stages of exploration and production:

e Vigorous acquisition of land interests that give tho right to explore for oil
and gas.

« Prompt exploration of acquired land.

e Early production of discovered fields.

e Full production from declining reservoirs.

Discovery Royalty was a method of encouraging early production of discovered
accumulations. It supplemented the leases’ fixed primary term as a method of
encouraging production. The Administration’s efforts to amend AS 38.05.180())
* royalty reduction = would encourage production of marginal fields.

Discovery Royalty in Alaska was contentious, provoking strife between
competing lessees, and between lessees and the State. Discovery Royalty, in
comparison to the conflict it provoked, was arguably of low effectiveness.
Lessees could not count on receiving a discovery royalty.

Discovery royalty proposal could be modified to encourage vigorous
acquisition, exploration and production of state lands without the ambiguities

inherent in the former discovery royalty:

* Blanket 5% royalty for the 10 year primary term of new leases.

e Fixed 5% royalty for the first five years of production from any loases
located more than 5 miles from existing production.

* Fixed 5% royalty for the first five years of production from any new unit
located more than 3 miles from existing production.

The former discovery royalty statute was implemented by regulations
establishing application procedures and defining various relevant terms.
Should any new statute address those issues, or leave them for regulation?

Tho former discovery royalty statute was made effective by leasa provisions.
Should any new provisions be available for current leases, or only for leases
issued in the future?
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jSglf) A laska S tate L egislature

Stale Capitol
Official Business luneau AK 99801

MEMO
T0. Jack Chenowcth
Legal Counsel
FROM: Annette Kreitzer, Aideto /.
Senate Resources Committed 1
DA1E: March 15, 1996
RE: CS for SB 112 (RES)

Please prepare a Senate Resources committee substitute with the following changes. These
changes arc to version G dated March 13,1996.

Amendment #1
1 Page 4, Line 3. Following "undiscovered oil or gas pool"
DELETE: |WITHIN FIVE YEARS OF THE EFFECTIVE DATE

OF THE LEASE;]

Amendment #2

2) The committee adopted a conceptual amendment to limit discovery royalty to one
application per lease. It doesn't matter how many partners arc involved - only one
discovery royalty will be allowed on the lease.

Amendment #3

3) The committee adopted a conceptual amendment to include nonunitized leases in the
applicability section. However, a later amendment rewrote the applicability section and
appears as Amendment #5.

Amendment #4
4) The committee wants to plainly state that on leases carrying die former discovery
royalty provision, if a lessee applies under this new Discovery Royalty, the old program
cannot also be used.

Amendment #5

5) Ti>e committee adopted an amendment to the effect that the provisions of AS
38.05.180(0(4) added by see. 2 of this Act, apply only to leases in the Cook Inlet
sedimentary basin and die Act is effective on all non-producing, non-unitized leases (see
Amendment #3) and future leases diat are certified first discovery by the commissioner six
months after the effective date of the Act. As 1understand this amendment, the
program begins six months after the effective date of the uct. This
amendment deletes the (i version language of Section 3 and replaces it with
the language offered herein, (page 4, lines 8-17).



Additional Suggestionsto CS SB 112 from Ken Boyd/DNR

1 Docs the committee intend to allow more than one discovery royalty per lease? (Could
have more than one well) Or, does the committee want to leave this to DNR to define in

regulation?

2. In the Applicability Section: Need to include non-unitized with non-producing.

3. Docs die committee want to make plain tiiat one can't use die old program if die new
program applies? (Still leases out there with Old Discovery Royalty on diem). Programs

would be conflicting according to Boyd.

Il

(@ S

4
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9-LS0808\G *
Chenoweth
3/13/96

c s F O R S EN A TE B IL L N O 112 (R ES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): SENATE RESOURCES COMMITTEE

A B I L L
F O R A N A C T EN T I T L E D

A n At establishing a discover y royalty credit for the lessees o f state

B E 1T E N A CTETD B Y T H E LEG ISLATURE o F T H E S T A T E o F A L A S K A :

* Section 1. AS 38.05.134 is amended to read:

Sec. 38.05.134. CONVERSION TO LEASE. If the licensee requests and the
commissioner determines that the work commitment obligation set out in an oil and
gas exploration license issued under AS 38.05.132 has been met. the commissioner
shall convert to one or more oil and gas leases all or part, as the licensee may indicate,
of the area described in the exploration license that remains after the relinquishments,
removals, or deletions required by AS 38.05.132(d)(2). A lease issued under this
section

(1) issubject to the acreage limitations imposed by AS 38.05.140(c);
(2) issubject to AS 38.05.180()) - (m), (0) - (u), and (x) * (7.);

. . -1- CSSB 112(RES)
' I'r.derlir.td (EELETEV TEXT DRACKETEER
W EXT
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(3) must be conditioned upon a royalty in amount or value of not less
than 12.5 percent of production, except that thejessee who, proceeding under-r
A'S 38.05.131 v38.05.134 under a lease issued in the Cook Inlet sedimentary basin
V holds_ceftifi.ed. ,hy the.com missioner to he the first to drill a well discovering oil
or gas in a previously undiscovered oil or gas pool shall nav a royalty of fivp
ILercent_on _al_Il_pj:ioductton of oil or .gas from that pool attributable to that lease fo
a period of 10 years following the date of discovery of that pool, and thereafter
the royalty payable on all production of oil or gas from the pool attributable to
that lease shall he determ ined and payable as specified in the lease;: the paymen:t
of the five percent rovaltv under this paragraph is authorized onlv to a holder of
a lease who meets the reqguirements of AS 38.05.180(f)(4):

(4) must include an annual rent of S3 per acre or fraction of an acre
initially paid to the state at inception of the lease and payable annually after that until
the income to die state from royalty under that lease exceeds the rental income to the
state under that lease for that year; and

(5) is subject to other conditions and obligations that arc specified in
the lease

* sec 2 A'S 38.05.180(0 is amended to read
(o Except as provided by AS 38.05.131 - 38.05.134, the comm issioner m ay
issue oil and gas leases on state land to the highest responsible qualified bidder as
follow s:

(1) the commissioner shall issue an oil and gas lease to the successful
bidder determ ined by com petitive bidding under regulations adopted by the
comm issioner; bidding ( B IDDING] may be by sealed bid or according to any other
bidding procedure the commissioner determines is in die best interests of the state:;

(2) whenever ( W HENEVERTI], under any of the leasing methods listed
in this subsection, a royalty share is reserved to the state, it shall be delivered in pipeline
quality and free of all lease or unit expenses, including but not Iimited to separation,
cleaning, dehydration, gathering, salt water disposal and preparation for transportation
off the lease or unit area:;

(3) follow ing ( FOLLOW INGT] a pre-sale analysis, the comm issioner
may choose at least one of the following leasing methods

CSSB 112(RES)

-2-
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1A 2 ((1)] a cash bonus bid with a fixed royalty share reserved to
the state of not less than 12.5 percent in amount or value of the production
rem oved or sold from the lease;

O H ((2)] a cash bonus bid with a fixed royalty share reserved to
the state of not less than 12.5 percent in amount or value of the production
rem oved or sold from the lease and a fixed share of the net profit derived from
the lease of not less than 30 percent reserved to the state;

i£ 1 [(3)] a fixed cash bonus with a royalty share reserved to the
state as the bid variable but nr* less than 12.5 percent in amount or value of the

r

production removed or sold from the lease:;

1D ] ((4)] a fixed cash bonus with the share of the net profit
derived from the lease reserved to the state as the bid variable;

(E) [(5)] a fixed cash bonus with a fixed royally share reserved
to the state ofonot less than 12.5 percent in amount or value of the production
removed or sold from the lease with the share of the net profit derived from the
lease reserved to the state as the bid variable;:

(F) [(6)] a cash bonus bid with a fixed royalty share reserved to
the state based cn a sliding scale according to the volume of production or othe
factor but in no event le- than 12.5 percent in amount or value of the production
rem oved or sold from the lease:

(6> [(7)] a fixed cash bonus with a royalty share reserved to the
statebased ona sliding scale according to the volume of production or other

factor

as the bid variable but

production removed or sold

a m inim u
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* Sec. 3. APPLICABILITY OF SEC. 2 The provisions of AS 38.05.180(f)(4), added by

sec. 2 of this Act, apply only to leases in the Cook Inlet sedimentary basinlthat i
<

IR
(1) were entered into before the effective date of the regulations, adopted by the

commissioner of natural resources under AS 38.05.180(0(4) to implement the Filing of

applications for and the review and certification of discovery of oil and gas royalty certifications

under that paragraph, and that are nonproducing leases on that effective date; or

(2) are entered into on or after the effective date of the regulations adopted by

the commissioner of natural resources under AS 38.05.180(0(4) to implement the filing of

applications for and the review and certification of discovery oil and gas royalty certifications

under that paragraph.

CSSB 112(RE5)
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A laska S tate L egislature

State Capitol

Official Business Juneau AK 99801
MEMO
TO: Jack Chcnowcth ). A
Legal Counsel \"& 1
FROM: Annette Krcitzer, Aideto (M
Senate Resources Committee
DATE: March 12,1996
RE: CS for SB 112 (RES)

Please prepare a Senate Resources committee substitute with the following changes. These
changes arc to version F dated March 9, 1996. />/_. -1(-" ' et > [V
t{ \,I../II f 1>

) Page 1, Line 5:

Following Section 1 Insert:

AS 38.05.134 is amended to read:

Sec. 38.05.134. CONVERSION TO LEASE. If the licensee requests and the
commissioner dctcrmin sthat the work commitment obligation set out in an oil and gas
exploration license issued under AS 38.05.132 has been met, the commissioner shall
convert to one or more oil and gas leases all or part, as the licensee may indicate, of the area
described in the exploration license that remains after die relinquishments, removals, or
deletions required by AS 38.05.132(d)(2). A lease issued under this section

(1) is subject to the acreage limitations imposed by AS 38.05.140(c);

(2) is subject to AS 38.05.180()) - (m), (0) - (u), and (X) - (2);

(3) must be conditioned upon aroyalty in amount or value of not less than
12.5 percent of production except that die lessee who, proceeding under AS 38.05.131-
j &Q5.134"undcnalcasc issued m thc Cook Inlet sedimentary basin who is certified bv the
commissioner to be theJlrst to drill a well discovering oil or gas in apreviously
undiscovered oil or gas pool shall pav aroyalty of five percent on all production of oil or
gas from that pool attributable to that lease for a period of 10 years following the date of
discovcry.of that pogl and thereafter die royalty payable on all production of oil or gas
fiom the pool attributable to that lease shall be dctct Tiincd and payable as specified in the
IcascHigjaymcem of die five pcreem royally under t'”SP arap h isauthorized only to.a
holder.of.a'lease who meets die requirement$ of AS M [IttU ifiM h

2) Page 2, Line 32 through Page 3, Line 9:

following "commissioner to"
(HAVE MADE] fec the first to drill awell [DISCOVERY OF) discovering oil or gas in
(COMMERCIAL QUANTITIES FROM) a previously undiscovered oil or gas pool
shall pay aroyalty of five percent on all (LEASE] production of oil or gas from that pool



attributable to that lease for a period of 10 years following the date of discovery of lhai pool
[OIL OK OAS IN COMMERCIAL QUANTITIES IN THE POOL, AS
CERTIFIED BY TIIE COMMISSIONER,] and thereafter the royalty payable on all
[LEASE] production of oil or gas from the pool attributable to that lease shall be
determined and payable as specified in the lease; a lessee is eligible to pay the reduced
royalty authorized by this paragraph only if the les- r IMAKES] is the first to drill awell
[DISCOVERY OF] discovering oil or gas in [COMMERCIAL QUANTITIES
FROM] a previously undiscovered oil or gas pool within five years of die effective date of
the lease; the commissioner...

3) See. 2. APPLICABILITY. Hic.provisiMs.of AS.IS.OIlIIW Q m added,by.Sec.
1 of this Act apply to then existing non-producing leases and tomcsvieascs in the Cook
Inlet sedimentary basin entered into after the effective datcofregulations promulgated bv
die Department under AS 38.05.180(0(4).

4) As all of these amendments arc to the F version, the sections will have to be
renumbered and "applicability” will have to be changed to refer to the appropriate secuon.



WORK DRAFT WORK DRAFT WORK DRAFT

9-LS0808\F
Chcnowcth
3/9/96

CS FOR SENATE BILL NO. 112( )

I'N T I I1E LEGISLATURE O F T H E S T A TE O F A L A S K A

N IN ETEENTH LEGISLATURTE =+ SETCOND S E SS 10N

BY

OfTcml:
R eftrird:

Spoiuorfi): SENATE RESOURCES COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act establishing a discovery royalty credit for the lessees of state land
drilling exploratory wells nnd making the first discovery of oil or gas in an oll

or gas pool in the Cook Inlet sedimentary basin."
BE IT ENACTED BY THE LEGISLATURE OF THE ST sTE OF ALASKA:

e Section 1 AS 38.05.180(0 is amended to read:

(0 Except as provided by AS 38.05.131 « 38.05.134. the commissioner may
issue oil and gas leases on state land to the highest responsible qualified bidder as
fail*?*;;

il the commissioner shall Issue an oil and gas lea;c to the successful
bidder determined by competitive bidding under regulations adopted by the
commissioner: bidding [. BIDDING] may be by scaled bid or according to any other
bidding procedure the commissioner determines is in the best interests of the state;

i21 whenever ( WHENEVER), under any of the leasing methods listed
in this subsection, a royalty share is reserved to the state, it shall be delivered in pipeline

B CSSB U2t )
gy - \'niSarlint) [SCLTTZS TexT IMCKZTtS/
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guality and free of all lease or unit expenses, including but not limited to separation,
cleaning, dehydration, gathering, salt water disposal, and preparation for transportation
off the lease or unit areg;

(3) following [ FOLLOWING] a pre-sale analysis, the commissioner
may choose at least one of the following leasing methods:

£AL [(1)] acash bonus bid with a fixed royalty share reserved to
the state of not less than 12.5percent in amount or value of the production
removed or sold from the lease;

(B) [(2)] acash bonus bid with a fixed royalty share reserved to
the state of not less than 12.5percent in amount or value of the production
removed or sold from the lease and a fixed share of the net profit derived from
the lease of not less than 30 percent reserved to the state;

(©) [(3)] a fixed cash bonus with a royalty share reserved 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 lease;

(D) [(4)] a fixed cash bonus with the share of the net profit
derived from the lease reserved to the state as the bid variable;

(E) 1(5)] afixed cash bonuswith a fixed royalty share reserved
to the state of not less than 12.5 percent inamount or value of the production
removed or sold from the lease with the share of the net profit derived from the
lease reserved to the state as (he bid variable;

(F) [(6)] a cash bonus bid with a fixed royalty share reserved to
the state based on a sliding scale according to the volume of production or other
factor but in no event less than 12.5 percent in amount or value of the producuon
removed or sold from the lease;

Id ((7)1 afixed cash bonuswith a royalty share reserved to the
slatebas.;d on a sliding scale according to the volume of production or other
factor as the bid variable but not less than 12.5 percent in amount or value of the
production removed or sold from the lease;

(4) no(whh>tanding_a_iTQu]rcmcnlJR the leasing method chosen of
a minimum fhed rayidhL3harc. the lessee under a lease Issued In the Cook Inlet

sedimentary basin who Is certified by thc.commtaloncr to have made the first
|

CSSB 1121 ) 2

V#v "ntS*rlir.it-1 'StLtTTO ~tX7 MACrmBJ



WORK DRAFT WORK DRAFT WORK DRAFT

discovery of oil or gas in commercial quantities from i previously nndiscflyercdoil
or gas nool slinll pay a royalty of five percent on oil lease production of oil or gas
from that nooi for a.pcrtod ofJQ”can..fojto>yin.g_thedat.€.of discovery, of 0il or @B
in commercial Quantities_in_<he_pQoj"s_gcrtined_hy_Jhc commissioner, ,nirl
thereafter (he royally payable on nil lease production of oil or from the nooi
shall be determined and payable as specified in (he lease; a lessee is eligible to nay
the reduced royalty authorized hv this paragraph only if the lessee makes the first
discovery of oil or gas in commercial quantities from a previously undiscovered oil
or gas nool within five years of the effective date of the lease; the_cormnlssioncr
shall adopt regulations setting outJhc stnndards”®cntrnji* and definitions of terms
that apply to implement the filing of applications for, and the review and
certification of. discovcry_oil and cnsjmn]ty_certifications_undcr this paragraph.
13 » See. 2. APPLICABILITY. The provisions of AS 38.05.180(0(4), added by see. 1 of this

© © N o g b~ W N
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14 Act, apply only to leases in the Cook Inlet sedimentary basin that arc entered into on or after

15 the effective date of this Act.

oJ* CSSB 11 )
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A laska S tate L egislature

Slate Capitol
sssssss Juneau AK 99801

A°M EN DM EN T #1

OFFERED IN SENATE RESOURCES
TO: CSSB 112(LS0808SF)
DATE: 3/11A6

Page 1, Line 5:
Following Section 1 Insert:

AS 38.05.134 is amended to read;

Sc4J 8.Q5J34.. CONVERSION TO LEASE. If the licensee requests and the
commissioner dctcnnincs that the work commitment obligation set out in an oil and fris
exploration license issued under AS 38.05.132 has been met, the. . fssioner shall
convert to one or more oil and eas leases all or part, as the Ilcensee mav |nd|cate of the area
described in the exploration license that remains after the relinquishments, removals, or
deletions required by. ASIM5J32(dI(2). A lease issued under this section
fl) is subicct to the acreage limitations imposed bv AS 38.05.140(c):
(2Lis_subicct to AS 38.Q5.180(i) * (m). (o) - (u). and (X) - (2);
------------------ (3) must be conditioned upon arovaltv in amount or value of not less than
12J.flcrceni.of orpduciioliCACCDt that the Ics:cc who, proceeding under AS 38.05.131-
38.05.134. under a lease issued in the Cook Inlet sedimentary basin who is certified bv the
commissioner to have made the first discovery of oil or gas in commercial quantitic; from a
previously undiscovered oil or ms pool shall pav aroyalty of five percent on all lease
production of oil or ms from that pool for a period of 10 years following the date of
discovery of oil or gas in commercial Quantities in the pool, as certified bv the
commissioner, and thereafter the royalty payable on all lease production of oil or gas from
the pool shall be determined ana payable as-spctificd inihc lease. The payment of the five
pciccnLJOvallv.undcL this paral?raph is authorized only to a holder of alease who meets the

requirements.ofAS_38.Q:il8tKTl(.4L
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Chenowcth
3/11/96

OFFERED IN THE SENATE
TO: Draft CSSB 112( )

Page 3, line 9, after 'pool™

Delete v itnin rive years of the etfective date of the lease-r

Page 3, lines 13 - 15
Delete all material and insert:
"* Sec. 2. RETROSPECTIVE APPLICABILITY. The provisions of AS 38.05.180(0(4),
added by sec. 1 of this Act, arc retroactive and apply to discoveries of oil or gas in

commercial quantities on leases in the Cook Inlet sedimentary basin made on or after

January 1 1991."



The effect of this amendment will be to set it up so current leaseholders in the Cook
Inlet Basin wll fall within this royalty bill.

Without this amendment, current leassholders will not re-invest in their fields or
work to bring on new fields. This consequently, will not bring jobs and growth to
the Cook Inlet area, which this bill is designed to to.



A laska S tate L egislature

State Capitol
Juneau AK 99801

MEMO
TO Jack Chenowcth, Legal Counsel
via fax: X 2029 this page only
FROM: Annette Krcitzecr, Aide to
Senate Resources Commit
DA'IE: March 9, 1996
RE: CSSB 112 (RES)

Please prepare a draft Committee Substitute for SB 112 using the following language. The
changes arc to the LSO808NC version dated March 4, 1996. | have to leave the office at
12:30 p.m., however, my home phone number is 790-3136. I'll take the file with me.

TITLE CHANGE: Page 1, Line 1 Following "lessees of state land" INSERT:
iaJdic-CtokMcisrdimcmary basin

e 1, Line 6: See. 38.05.134. CONVERSION TO LEASE. As to licenses in thr Cook
Juki scdimenLirxfiasimif the licensee...

Page 2, Lines 1-7:
DELETE all.

Insert: than 12.5 percent of production, except that a lessee, who, proceeding
under AS 38.05.131i38.0Q5.13-4.is certified bv the commissioner to have made, within five
years of the effective date of die lease, the first discovery of oil or gas in commercial
Quantities from a previously undiscovered daq! willbe eligible to pay areduced royalty of
fiveDcrcent on all lease production from that pool for a period of 10 years following the
date of discovery-certified bv the commissioner. Thereafter, the royalty payable on all
DioducUQnironi.thc-.DQAQI.in which die first discovery was made will be determined as

specificd-in, die lease;

Page 3, Lines 21-29:
DELETE all.

Insert: 141 notwitltstanding a requirement in die leasing method chosen of a
minimum fixcdrovaltv share, alessee,who is certified bv the commissioner to have made,
within five vcars of the effective date of the lease, the fust discovery of oil or gas in
commercial quantities from a previously undiscovered pool in the Cook Inlet sedimentary
basin will be eligible to cav areduced rovalivroffiyg percent on ell lease production from
dial pool for a period of 10 veais following the date of discovery certified by the
commissioner. Thereafter. thc_rovaltv payable on all production from the pool in which die
first discovery .was made wiUbedetcmiined as specified in the lease. The commissioner
shall adopt regulations defining die definitions, standards, and criteria to be used in
implementing the filing of applications and the review and certification of requests for
discovery royalty certification under AS 38.05.13-1(3) and AS 38.05.180(f).



© ©© N o O

10
11

12
13
14

WORK DRAFT WORK DRAFT WORK DRAFT

9-L.S0808\C"'
Chcnowcth
3/4/96
CS FOR SENATE BILL NO. 112( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - SECOND SESSION
BY
Ottered:
Referred:
Sponsor(s): SENATE RESOURCES COMMITTEE
A BILL
FOR AN ACT ENTITLED 5.V
»<'f

A n Act establishing a discover y royalty credit for the lessees o f state land

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

°
* Section 1 AS 38.05.134 is amended to read: h K -:,X -k
See. 38.05.134. CONVERSION TO LEASE. If the licensee requests and the
commissioner determines that the work commitment obligation set out in an oil and gas
exploration license issued under AS 38.05.132 has been met. the commissioner shall
convert to one or more oil an. gas leases all or pan, as the licensee may indicate, of the
area described in the exploration license that remains after the relinquishments, removals,
or deletions required by AS 38.05.132(d)(2). A lease issued under this section
(I> is subject to the acreage limitations imposed by AS 38.05.140(c);
(2) is subject to AS 38.05.180() - (M), (0) - (u), and (X) - (2);

(3) must be conditioned upon a royalty in amount or value of not less

- CSSB 112( )
tfgy-Tfrxe 1JHd»rlin*J (CELETED TEXT BMCKETEDI
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than 125 percent of production, .cxcepMhat the lessee who, proceeding under

AS 38.05.131 - 38.05.134. makes the first discovery of oil or gas

Bifflh a- the term is. defined In AS 31.05.170, shall pay a royalty on all production

tinder the lease of five percent for the primary term of the lease following the date

flLdjsfioyery. and.thereafter the royalty shall he as determined under this paragraph;
iLgLtafi flv? regent royalty tinder this paragraph is authorfred only to |

aldipldciLQf.a lease who meets th

(4) must include an annual rent of $3 per acre or fraction of an acre
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initially paid to the state at inception of the lease and payable annually after that until
th e incom e to the state from royalty under that lease exceeds the rental incom e to the
state under that lease for that year; and
(5) is subject to other conditions and obligations that arc specified in the
lease
Sec. 2. A S 38 0 5 180 (0 is am ended to read
(o Except as provided by A S 38.05.131 - 38.05.134 the commissioner may
issue o il and g as leases on state land to the highest responsible qualified bidder as
follows:
;
(1) the comm issioner shall issue an oil and gas lease to the successful
bidder determ ined by com petitive bidding under regulations adopted by the
comm issioner: bidding [ B IDDINGTI] may be by scaled bid or accoruing to any other

bidding procedure the comm issioner determines is in the Lest interests of the state;

(2) whenever ( W HENEVERTI], under any of the leasing methods listed
in this subsection, a royalty share is reserved to the state, it shall be delivered in pipeline
quality and free of all lease or unit expenses, including but not Iimited to separation,

cleaning,

o ff the

may choose

CSSH 112( )

lease or unit area;

dehydration, gathering, salt water disposal, and preparation

(3) follow ing ( FOLLOMW INGTI] a pre-sale analysis,

the state

rem oved

at least one

of the follow ing leasing m ethods

(A) [(1)] a cash bonus bid with a fixed royalty

o f not less than 1

2

5 percent in amount or value

or sold from the lease;

(B) [(2)] a cash bonus bid with a fixed royalty

W Ir«Xr cdvrilintd
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A laska S tate Legislature

State Capitol
O fficial Business Juneau AK 99801

M E M O

T O : Jack Chenowocili, Legal Counse/]
via fax: X 2029 *f
FROM : Annette Kreitzer, Aide to ( >n

Senate Resources Committed

D ATE: M arch 2, 19 %
R F : Comm ittee Substitute for S B 112: Discovery Royalty
Please pr pare a draft Senate Resources Comm ittee Substitute for S B 112, Discovery
Royalty, with the follow ing provisions
1) Page 3, Lines 21-22 arc fine until we get to "oil or gas in com m ercial quantities in a
geologic structure”. This language needs to be changed so that the new provision allow s
for first discovery of an oil or gas pool as defined by Alaska O0il and Gas Conservation
Com m ission (AS 31.05.170( 11)) shall pay a royalty on all production under the lease of
five percent for the primary term of the lease follow ing the date of discovery and thereafter
the royalty shall be determined and payable under *3)

There is a problem with using the phrase "oil or gas in a geologic structure",
because it is an undcfinablc term which was adopted at statehood from federal law
Technology has moved the oil/gas industry and the Department of Natural Resources

farther and farther away from the effective use of that phrase

The reason for inserting the phrase “primary term of the lease" is that the intent o f
this legislation is to: get people out exploring (which is why itcontinues to be tied to the
exploration licensing program); since primary terms run 7-10 years, it forces the issue of
working a lease, rather than silting on it, and hopefully ensures a quicker return to the state.
2) This legislation should apply to new leases only A's you arc aware, the discovery
royalty provision still exists in leases issued prior to the repeal of that provision in 1969. If
we are not specific that this provision applies to leases entered into after the effective date of
the Act, DN R 's concern is that there will be an issue of whether the program is retroactive
3) The old regulations under the previous discover)* royally program required a
“statement of discovery” for the royalty reduction to be granted This would eliminate
problems of dual companies drilling on the same lease and both trying to claim first

discovery for the same pool.

Thank you for your assistance Please .all me at 465 -0907 if you desire further

clarification



PROPOSED AMENDMENT TO
SB 112: Discovery Royalty

Page 3, lines 13-15:
DELETE ALL MATERIAL

Insert:

See. 2. APPLICABILITY. The provisions of AS 38.05.180(f)(4), added by see.
1of this Act, apply to both non-producing leases and to new leases in the Cook Inlet
sedimentary basin that were entered into on or after the effective date of regulations
promulgated by the Department under AS 38.05.180(0(4).



Alaska State Legislature

Session: Interim:
Slate Capilol 716 W 4lh Avenue
Juneau AK 99801-1182 MEMO Anchorage AK 99501-2133
TO: Ken Boyd, Deputy Director
Division of Oil and Gas, DNR
rfi
I-ROM: Annette fi. Kreilzer, Committee Aide”Jf— e

Senate Resources Committee

DATE: March 9, 1995

575: *********?P**Jc';'*%c**P*i*lsc*ggi\cI*eJX**agyvéi!w**girg'gii}*************************

1) SB 112 has been scheduled for Wednesday, March 15 and
Friday March 17 in Senate Resources. The Wednesday hearing would
be mostly background and the division answering questions about
the ramifications of reinstating this credit.

2) | have asked the legislative reference library for the legislative
record pertaining to the repeal of the credit by CH65 SLA 1969. I've
been told it's going to be skimpy. Docs your Division/Department
have any information on why it was repealed? Any position papers,
etc.?

3) What leases currently carry the old provisic ?

4) Wh. * known fields could possibly be impacted by
reinstatement of the credit?

5) Do you have any maps which would help illustrate these
points?

6) Take a deep breath.



Alaskan Oil and Gas Discoveries
Since Prudhoe Bay

Oil Fields Discovery Date First Production Operator
I

Redoubt Shoal 9/68 NA Amoco
Kuparuk River 4/69 12/81 ARCO
Kuparuk River West Sak 4/69 8/83 ARCO
Milne Pt.- Kuparuk 8/69 10/85 BP Exploration
Milne Pt.- Schrader Bluff 8/69 3/91 BP Exploration
North Prudhoe Bay 4/70 9/93 ARCO
Beaver Creek 12/72 12/72 Marathon
Pt. Thompson 9/75 NA Exxon
Prudhoe Bay-West Beach 7176 4/93 ARCO
Endicott 3/78 6/86 BP Exploration
North Star Unit 1/84 NA BP Exploration
Niakuk/W. Niakuk* 4/85 4/94 BP Exploration
Point Mcintyre** e 3/88 9/93 ARCO
West McArthur River 12/91 8/93 Stewart Petroleum

"Niakuk received Discovery Royalty Benefit, expired 3/95.
**Pt. Mclntyre is receiving Discovery Royalty Benefit, expires 2/98.

Gas Fields
Kavik 11/69 NA Amoco
Kemik 6/72 NA Forest Oil
Lewis River 9/75 9/84 Cities Service/Unocal
Stump Lake 5/78 6/90 Chevron/Unocal
Pretty Creek 2/79 11/86 Chevron/Unocal
North Trading Bay Unit 10/79 4/80 Texaco

Walakpa 2/80 9/92 Huskv



COOK INLET BASIN

DATA SUMMARY
FOR
STATE OF ALASKA HOUSE OF REPRESENTATIVES
FINANCE COMMITTEE HEARING
RE: SENATE BILL 112
APRIL 22. 1996
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PART IV

PART V:

PART VI:

Estimate of ultimate State of Alaska royalty
values attributable to undiscovered oil & gas
reservos. (Discussion)

TABLE "A": Estimated Value to_State_ of
Alaska Royalties on Undiscovered Oil & Gas
Reserves - Cook Inlet Basin.

Ancillary economic benefits to increased
exploratory well rate. (Discussion)

Summary and Conclusions

Data sources



COOK INLET BASIN

DATA SUMMARY

FQR

STATE OF ALASKA HOUSE OF REPRESENTATIVES

1.BASIN DESCRIPTION

2. BASIN SIZE

3. OIL & GAS FIELDS

4. ESTIMAIEPTQmMmM
PROVED
RECQ-y.EBABIE,
RESERVES

FINANCE COMMITTEE HEARING
RE: SENATE BILL 112
APRIL 22, 1996

PAfiU

The Cook Inlet Basin is an intermontane
sedimentary basin trending NE-SW, bounded
by the Southern Alaska Range and the
Chugach Mountains and is roughly
coextensive with the present Cook Inlet
wators and immediately surrounding terrain.

It is an important hydrocarbon producing area
containing numerous individual oil and gas
fields.

It is approximately 200 x 70 miles and
contains 9,000,000 (+/-) surface acres.

(Oil) 7 producing fields
(Gas) 22 total fields (11 producing; 11 shut-
in)

(Oil) 1.35 Billion Bbls. (BBO)
(Gas) 6 6 Trillion Cu. Ft. (TCF)



5. ESTIMATED (Oil) 120 million BO (MMBO)

REMIALNIfiG-Pil QVEQ (Gas) 1.9 TCF
RECOVERABLE
RESERVES

6. ESTIMAIEP. (Oil) 1.00 Billion Bhls (BBO)
UNDISCOVERED OIL (Gas) 2.0 TCF

& GAS RESERVES



