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F IR E A R M  A N D  A M M U N IT IO N  T E S T IN G

The r e v o l v e r  vr.d  r e m a i n i n g  a m m u n i t io n  u s e d  on  J f o v e n b c r  2 3 ,  1 3 9 4 ,  
was s u b m i t t e d  : :  - h e  T c p a r t r c n c  c f  B u b i i c  S a f e t y  S c i e n t i f i c  C r im e  
T e t c c t i m  L a b o r a t o r y  f s r  e x a m i n a t i o n .  The t e s t i n g  c f  t h e  f i r e a r m  
ar.d  a m m u n i t i o n  r e v e a l e d  owe s i g n i f i c a n t  f a c t a .  The  m i a m a t c h i n e  o f  
t.-.c a m m u n i t i o n  t o  t h e  f i r e a r m  and  t h e  b a r r e l  l e n g t h  c f  t h e  r e v o l v e r  
a d v e r s e l y  a f f e c t e d  t h e  p e r f o rm a n c e  o f  t h e  c n m u n i o i c n .  The  u s e  c f  
. 2 2  I c r . g  r i f l e  a m m u n i t io n  t o  a . 2 2  magnum c y l i n d e r  r e s u l t e d  i n  p e e r  
b a l l i s t i c  p e r f  r rm a r . c ? . The 3n a i l e r  . 2 2  l o n g  r i f l e  c a r t r i d g e  f a i l s  
t c  f i l l  t h e  i n t e r i o r  a p a c e  t f  t r . e  l a r g e r  . 2 2  magnum m a n n e r .  When 
f i r e d ,  a s u b s t a n t i a l  p o r t i o n  c f  t h e  p r c p e i l a r . t  m a s s e s  l e a k s  b y  t h e  
b u l l e t  a n d  t h e  c a r t r i d g e  c a s e  w i l l  u s u a l l y  s p l i t .  T h i s  l e a k i n g  c f  
t h e  p a s s e s  a n d  s p l i t t i n g  c f  t h e  c a r t r i d g e  r e d u c e s  t h e  e n e r g y  u s e d

The a .- .c rz  f c u r  i n c h  c a r r e l  c f  t h e  r e v o l v e r  p r e v e n t s  t h e  c h am b e re d  
- 3 r t n d g e  f r c r ,  r e a c h i n g  i t s  f u l l  p o t e n t i a l .  T h e  a m m u n i t i o n  
c r . p a r . i c s  r a t e  t r . e i r  . 2 2  a m m u n i t io n  p e r f o rm a n c e  i n  r i f l e  l e n g t h  

r a r r e l j . When f i r e d  f r c r .  a s h o r t e r  c a r r e l ,  t h e  b u l l e t  m e r g e s  f r o m  
t r . e  gun  r e f e r s  . t  c a n  r e a c h  f u l l  s p e e d .  I n  a d d i t i o n ,  t h e  a d v a n t a g e
«M J *  «  A  '  ^  ■“ 1  / * • “■ ■• • • «  * -  »  «  a  • *  * »•« -  * 3      • « < * • « » * .  • « *  . . n
» *•  • • • »  * " * » 3  •«%•.*• «• *  U  •  • mm mm • « » • * «  •  m •  w  »• * w u  w  4

t h e  b a r r e l  I c r . g t . t  i s  s r . c r t c n c d  t o  . ' .and run d i r . e r . a i o r . s .

T e s t  r e s u l t s  r e v e a l e d  t h e  b a l l i s t i c  c Q r f c r r . a r . c e  o f  t h e  r e v o l v e r  and 
t h e  a n r . u r . i t i m  w e re  a a f o l l o w e d :
Anr.c
.22 ler.g H i fle

VI s r * 1»■ • 4 M  MM.

n f i L \ r ^ „ ,  a. < —
-.A - ‘

s J-

P u b l i s h e d  y . u t c : -  z - * r r r r  
1 1 ?  f t .  I b a .
ICO ft lbs.

* P u b l i s h e d  B a l l i s t i c s  a r c  f o r  r i f l e  l e n g t h f i r e a r m s
W e a t h e r  c o n d i t i o n s  i n d  t e m p e r a t u r e  c an  a d v e r s e l y  a f f e c t  
p e r f o r m a n c e  h u t  was n e t  f a c t o r e d  m  t h e  a b o v e  t e a t s .

N E C R O P S Y

■ • A

The w o l f  c a r c a s s  f r c r .  t h e  N ovem be r 2 3 , 1 3 9 4 ,  i n c i d e n t  was e x a m in e d  
b y  t h e  B t a t e  V e t e r i n a r i a n ,  17M S e r e  cn 2 e e e r i e r  1 3 . 3 4 .  The 
e x a m i n a t i o n  summary i n d i c a t e s  t h e r e  w e re  f c u r  w cunds  o r .  t h e  
c a r c a s s .  The  f a t a l  s h o t  wao f r o m  t h e  . 2 2  n ag r .u a  t h a t  p e n e t r a t e d  
t h e  s k u l l ,  e n t e r e d  t h e  b r a i n ,  and e x i t e d  b e lo w  a n d  i c h m d  t h e  r i g h t  
e a r .

The i n i t i a l  m e t  f i r e d  b y  C r a m  w c u ld  h a v e  p r o v e n  f a t a l  h a d  t h e  
b u l l e t  p e n e t r a t e d  t h e  i n t e r n a l  f r o n t a l  b e n e  and  e n t e r e d  t h e  b r a i n .

The  r e m a i n i n g  two s h o t s  c a u s e d  n u o c l a  damage b u t  w c u ld  r .o c  b a v e  
b e e r ,  f a t a l .

L a b o r a t o r y  f i n d i n g s  i n d i c a t e  t h a t  i n  c r d o r  t o  e n s u r e  n i c k  m d  
d u a a a e  d i s p a t c h i n g  c f  a n im a l s ,  t u c  p r o p e r  c o m b i n a t i o n  c f  
a m m u n i t i o n ,  and  a c c u r a t e  o h c t  p l a c e m e n t ,  i s  r o q u t r e d .

i r e a r c f l ,

p a g e  13
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D e p a r tm e n t or F ish  and  G a m e s  P ro g ram  R ev iew  C o m m itte e  P R C 1 
in d ic a te s  th a : th e y  re c o m m e n d  b u s in e s s  as j s u a l  ♦ m a n a ? :n g  p e c p ie  
n e t  th e  re so u rc e .



MEMORANDUM STATE OF ALASKA
D E P A R T M E N T  OF FISH ANL» U A M L

TO: W ayne R e g e l i n
A c t i n g  D i r e c t o r

D e c em b e r  * 3 ,  1 3 3 4

D i v i s i o n  of? w i l d l i f e  C o n s e r v a t i o n

FROM: PRC M o n c c r c SUBJECT: R acom n rnnc lac io r .n  on
W o l f  M anag em en t

T h e  ?RC  (m in u s  P a t u r - j o n  a n d  f i t c n e r )  m e t  D e c em be r  13 t o  d i b c u s c  
v c l f  m a n a g e m e n t  i s s u e s .  M em be rs  p r n u u n t  r e a c h e d  c o r .c a n u u o  on  
3 G V o r a i  r o c c n m e n a a t i o n c  f o r  y o u r  c o n s i d e r a t i o n .  We d i d  n o t  r e a c h  
c o n c e n s u s  on e r .o  r o c o m m e r . d a t i o n ;  m i n o r i t y  r e p o r t s  o n  t h a t  p o i n t  
a r e  i n c i u e o d  s a l c w .
R e c o m m e n d a t i o n s :
1 .  I n  f u t u r e  d o l i b c r a t i o n s  r e g a r d i n g  w o l f  c o n t r o l ,  t h e  d e p a r t m e n t  
s h o u l d  p r o v i d o  a n  o b j e c t i v e  a n a l y s i s  o f  t h e  c o n u f i t a  and  c o o t a  o f  
v c l f  c o n t r o l  a n d  m an ag em en t  o t h e r  o p t i o n s .  The  d e p a r t m e n t  s h o u l d  
n e t  a d v o c a t e  f o r  c r  a g a i n a t  v c l f  c o n t r o l .
2 .  T h o  m a j o r i t y  o f  t h a  PRC ( 3  c e n t e r s )  b e l i e v e  2WC s h o u l d  
r e c om m end  c o n t i n u e d  3 u a p c n s i c n  o f  v c l f  c o n t r o l  u r . t i i  t h e  
g o v e r n o r ' s  r e v i e w  p r c c o c a  i n  c o m p l e t e .  Two m i n o r i t y  v i o w n  o n  
c h i o  r c c o n n e n d a t i o n  f o l l c v :

M i n o r i t y  v i e w  1 1 :  r h e  p o t e n t i a l  n e g a t i v e  c o n s e q u e n c e s  o f  a 
d e c i u i o n  b y  t h i n  g ro up . t o  r » T C ? !w n d  c o n t i n u e d  s u s p e n s i o n  o f  
t h e  2CA c o n t r o l  p r o g r a m  a a y  be  f a r  g r e a t e r  t h a n  a n y  
p o r . a n r . i a 1  p o e i t i v *  o f f o c t c  o f  n a lc tn g  s u c h  * r a c o r m a n d a t i o n  
o n  o u r  p r c f o n n i o r . a l  c r e d i b i l i t y .  The  r e s p o n s i b l e  a c t i o n  
w o u ld  h a v e  b e e n  t c  O D ^ o c t i v a l y  c o m u d e r  * 1 1  r u a o c n « b l o  
a i t a r r . a t i  v a c ,  i n c l u d i n g  c o n t i n u e d  s u s p e n s i o n ,  a n d  t c  
i d o n t i f y  t h o  p o e o r . t i e l  c o c t s ,  b e n e f i t s  a n d / c r  l i a b i l i t i o o  
a n a o c i a t e d  w i t h  rQ c c r .m e n d a t lc r . t i  r e g a r d i n g  e a c h  a l t e r n a t i v e  
p r i o r  t o  a a x i n g  o d e c i s i o n .  T o  r a k e  r e c o m m e n d a t i o n  i  2 
w i t h o u t  f o l l o w i n g  t h e  p r o c e s s  c u t l i r . o d  a b c v o  i n  r e a c t i o n a r y  
e n d  i l l  a d v is e d .  (2  M ar-born)

M i n o r i t y  v i e w  * 2 : K c g a r d l e s o  o f  t h e  m e r i t s  o f  - o n t i n u c d
s u o p e n n i o n  t o  f u t u r e  d i s c u s s i o n  and  r e s o l u t i o n  o f  t h o  
c o n t r o v e r s y  o v e r  w o l f  c o n t r o l ,  r * c u B * i e m l * L l o i i  >2 c o n f l i c t *  
w i t h  R e c o m m e n d a t i o n  I I .  I f  t h e  d i v i s i o n  i s  t o  r e o a x n  
n e u t r a l  o n  w o l f  c o n t r o l  a o  c a l l e d  f o r  i n  t i # i t  i o  
c o n t r a d i c t o r y  t o  t a K a  a n y  p o s i t i o n  r e g a r d i n g  t h e  e x i s t i n g  
p r o g r a m  i n  QtVl 2 0A .  ( 1  M orabor )



2 D ucom fc a r  1 5 ,  199*1

3 .  An i m p a r t i a l  r e v i e w  c£  t h e  s c a t s ' *  w o l f  munoue.-nwn i  p o l i c i e s  
a n d  p r o g r a m s  o n ^ u ld  b e  c o n d u c t e d .

A c r s d i b l *  s u r v e y  o f  A l a s k a  p u b l i c  a t t i t u d e s  i s  e s s e n t i a l  t o  
d e v e l o p i n g  a b a l a n c e d  s t a t e w i d e  w o l f  m an a g em en t  p o l - c y .
o .  T h e  c u r r e n t  3 o a r d  o t  Game d e c i n i c n - m a K i n g  p r o c e s s e s  a r «  n o t  
p r o d u c i n g  b r o a d l y  s u p p c r t a b l o ,  s u s t a i n a b l e  v o K  m anagem en t 
p o l i c i e s ,  we recom m end  t h a t  t h o s e  p r o c e s s e s  b e  r a v - e v e d .
1 1 y o u  n e e d  e l a b o r a t i o n  o n  a n y  o r  t h e  p o i n t s ,  p le a a * -  - c e .  * - e o  - o  
c o n t a c t  a n y  o f  u s  i n d i v i d u a l l y .
c c :
PRC M em be rs
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The A laska  W ild life  A llian ce
Apri l 6 ,1 9 9 5

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

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 wqj^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 w ill threaten the long­
term viability of wolf populations, and have other unforeseen ecological consequences.

• Establishing a wolf bounty w ill encourage more federal intervention in Alaska's wildlife 
management. If a bounty 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.

• SB 81 is expensive, at a time 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 w ill again bring negative international attention to the 
stale. / he possibility of a renmed 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.

Y»t>



• Bounties ho ld  an ove r ly  simplistic view o f  ecosystems, th reaten long -te rm  w o l f  v iab i l i ty  and 
re flect b ad ly  on A laska's w i ld l i fe  image. They a re  ineffective because m o re  dead w o lv e s  w i l l  not 
necessarily mean m o re  game in targeted areas, and peop le  w i l l  k i l l  w o lv e s  ou ts ide  o f  the targeted 
a reas and repo rt them  as being k i l led  w ith in the target area in o r d e r  to co llect the m oney  
(en forcement is d if f icu lt ) .

• Senators Bert Sharp and Robin T ay lo r  (SB 81 sponso rs )  say that "pub lic  o p in io n  has no th ing  
to d o  w ith game management." O n  the con tra ry ;  W i ld l i f e  p ro fess iona ls  a re f in a l ly  lea rn ing  that 
unless w ild li fe  p rog ram s  have public suppo rt ,  they a re  d o om ed  at the outset. Pub lic  op in io n  does 
count, and the reason w i ld l i fe  controve rs ies con t inue  to rage on in A laska is p rec ise ly  because the 
public has fo r  to o  lon g  been ignored .

W e  re a l i z e  that the Legis latu re and members o f  the A laska  W i ld l i f e  A l l iance  m ay  have  d ive rgent 
ph ilosoph ies rega rd ing  p reda to r  con tro l in genera l .  H ow eve r ,  w h i le  w e  m ay  d isag ree  w he re  and 
when  w o l f / b e a r  con tro l  is necessary o r  app rop r ia te , it is o u r  h ope  that w e  can at least ag ree that 
boun ties a re  neve r app rop r ia te . W e  s‘ rong ly  be lieve that passage o f  SB 81 is the s ing le  most 
damaging action A laska cou ld  take at this tin le , not o n ly  f o r  w i ld l i fe  but f o r  tou r ism , inte rnationa l 
repu ta t ion , fede ra l invo lvem en t , a n t i -hun t ing / t rapp ing  sentiment, f inanc ia l ly , and to the m any 
A laskan  residents w ith  nonconsum pt ive  w i ld l i fe  va lues.

Thank you  fo r  y o u r  t ime and consideration . W e  u rg e  you  to reject SB 81 . P lease contact us at any 
time shou ld  you  need m o re  in fo rm at ion  o r  w o u ld  lik e  to discuss these matters fu r the r .

S incere ly ,

S and ra  A rn o ld  
Executive D irec to r

cc: o the r A laska  Legis la to rs and leaders



CAROL JENSEN 
4800 E. 112lh Avncuc

Anchorage, Alaska 99516-1612 
(907) 346-3321

February 21, 1995

10 : All Members of Alaska State Sen He /Pg^

FROM: Carol Jensen

RE: SB 81. Establishment of Wolf Bounty

Of all the bills to be introduced in the history of the Alaska legislature, this has to be the worst. 
If I didn 't know better I would think it was a joke. However, with the Republicans in power 
and the twisted, sick mind of Senator Taylor in great power. I 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 com mittee. 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. I 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 l>e allowed on any lands.

I am certai.. the Fish «V (lam e 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 l

A „ ,>  f
' %) . i X .  w M  .

C am !Jensen  \  K  . V\ S ' 1 Y , i ' * V \ l '  '  \

vi ;  A  i  ° w"
»» i\* i *
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A l a s k a  S t a t e  L e g i s l a t u r e

Please enter into the record my testimony to the___________________ _____________

. A  t l  ^  ( g r ^ S S S ^ c
com m ittee o r  U i f  d a I e d  3 ,  / W K ______________________

oili/subject
•r*

I  S t t ffe rT  S  t f - f /

O U T  S U e / ) n , W  K . ^ T S  G < ° ^ s  S der* T o  r u n  * /»./»*"■*«■

T K « ^  S h o u L j  /> « .i/e  A'o S®-/ •

f lL S c  e u *  O F P U .'k L ! p o n ' T  l / K #  T f i .T  o r  T h * T  />6*UT  S t i ' g l

I h ' r  S h o « l J  T  u / h s i j  TA< f t lm k a . Con j r ;  Tm r . o n  « r  Ac si «jn

^ t A Ŝ» 4 C 51, r« r.'rffl sA®m!J( fit T h e  f"- ft a.L- ̂  oaA,

; r  / / /

r

S igned :
Testi'ier

g ° X  •Tf- P c l . 7 f t  X r c T / o n  ■ R e t > ^ i , c

Representing (Optional)

Address

g " ? 5 -  V o o Q

Phone No.

• I f  " v f i r f  c*U*
TOT*. P . 02
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‘i w  Alaska State Legislature
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• • 4
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Alaska Stats Legislature

Flea se  enter into m e record my testim ony to m e com m ittee nam e

9  /  . d a te d  ~  — — - £ - 2 -
c c m m itte e  on

tjill/subject

S  O A / f A J l

^ ■ 4  - t -  ^

Signed*
Tcstifior

Rep re sen t ing  ;C { jt !coa l ) ,  / , / 5 A  ,
/  a . . ?  ?  — £ 15 >/ f'<L  ?/< x

A d d ress



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: P e t e r  E. K . S h eph e rd  1 0 1 2  G a lena  S t . F a i rb a n k s .  AK 9 9 7 0 9  
T e s t im o n y  p r e p a r e d  f o r  Fob. 2 0 ,  1 9 9 5  h e a r in g  on 3D  B !

TO: S e n a te  R e s o u rc e  C o m m i t t e e  Feb. 2 1 , 1 9 9 5

1 3iipport SB 81 because a bounty system is one of the few remaining 
means fo r provid ing big game re lie f from excessive predation. A ll other 
e ffe c tive methods fo r reducing w o lf predation on c r i t ic a lly  low sheep, 
moose, and caribou populations have been subverted or elim ina ted fo r 
non-b io log ica l p o lit ic a l and emotional reasons.

W o lv e s  a r e  in c r e a s in g  o v e r  A r c t i c  and I n t e r i o r  A la s k a  and have  s e v e r e l y  
im p a c te d  sheep  , m o o s e  and c a r ib o u  p op u la t io n s . P a s t  e x p e r ie n c e  s u g g e s t s  
th a t  r e s id e n t  t r a p p e r s  and h u n te r s  can reduce  w o lv e s  to  l e v e l s  p e rm i t t i n g  
r e c o v e r y  and in c re a s e d  p r o d u c t i v i t y  o f  th e se  s p e c ie s  w h i le  s t i l l  
m a in ta in in g  v i a b le  w o l f  p o p u la t io n s .

P r e s e n t l y ,  lo w  fu r  p r i c e s  and la c k  o f  demand f o r  w o l f  p e i t s  a r e  p ro v id in g  
l i t t l e  in c e n t iv e  t o  h a r v e s t  w o lv e s .  A boun ty  s y s t e m  w ou ld  e n c o u rag e  
p r i v a t e  c i t i z e n s  p a r t l c ln a t i o n  In w o l f  c o n t r o l  and c o u ld  have  m any  
b e n e f i t s .  Among th e s e  b e n e f i t s  Is  th e  lo w e r  c o s t  p e r  w o l f  c om p a re d  to 
g o v e rnm en t  c o n t r o l  e f f o r t s .  B o u n t ie s  w ou ld  p ro v id e  o p p o r t u n i t i e s  f o r  
a d d i t i o n a l  e a rn ed  in com e , e s p e c i a l l y  in j o b - p o o r  r u r a l  A la s k a .  M o re o v e r ,  
w o l f  r e d u c t i o n  in r u r a l  a r e a s  w o u ld  b e n e f i t  s u b s i s t e n c e  r e s o u r c e s  oy  
red u c in g  p r e d a t io n  on m o o s e  and ca r ib ou .

B o u n t ie s  s h o u ld  n o t  e n c ou rag e  w id e - s p r e a d  e l im in a t i o n  o f  w o lv e s  b ecau se  
such  in t e n t i o n s  w o u ld  he s e l f - d e f e a t i n g .  F u r th e r  a s s u r a n c e  th a t  w o l f  
h a r v e s t s  do n o t  b e c om e  e x c e s s i v e  c ou ld  be a ch e lv e d  by a r ^ a - s p e c l f i c  
r e g u la t o r y  m ean s  C o n s id e r a b le  w o l f  h a b i t a t  in A la s k a  o c c u r s  w i t h in  the  
b ou n d a r ie s  o f  F e d e r a l l y  d e d ic a te d  lan d s  w h e re  hun t ing  and t ra p p in g  o f  
w o lv e s  i s  banned , t h e re b y  p ro v id in g  am p le  r e fu g e s  f o r  w o l f  s u r v i v a l .

i n t e n s iv e  m an ag em en t  o f  w i l d l i f e  on p a te n te d  s t a t e  la n d s  is  b ecom ing  
im p e ra t i v e  w i t h  g r o w in g  F e d e ra l  r e g u la t o r y  in t e r v e n t io n  on g o v e rnm en t  
ow ned  la n d s  To b e t t e r  enhance  b ig game p o p u la t io n s  f o r  human u se  the 
s t a t e  m u s t  c on t in u e  p r e d a t o r  c o n t r o l ,  in c lud ing  b ou n t ie s .  A b oun ty  s y s t e m  
w ou ld  e n c ou rag e  p a r t i c i p a t i o n  in t h i s  e f f o r t  by the  p e op le  m o s t  In need o f  
w i l d  g am e  r e s o u r c e s .

Pete Shepherd-Retired ADF&G b io log is t, trapper, and reg is te red guide.
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W u i i m i u i ,  A iJ v w n m s . a n d  o j iT u o m  to u M  
l o o  THC wOW NOIM T I t u v i u w  M l « X G  OUAJirv. 
».S AND TM* UWJ8UAI IN A iAMCA'S
O A .VO fltSJ, T O U R S

3 6 9  S. F rank lin Street. Suite 2 0 0  
J uncau, Alaska 99801  
( 9 0 7 )  4 6 3 -3 4 6 6  
Fax ( 9 0 7 )  4 6 3 -4 453

F a x  t o :  S e n a t o r  L o r o n  L em an ,  C h a i r  
S e n a t e  R e s o u r c e  C o m m i t t e e
9 0 1 - 4 6 5

F e b r u a r y  2 0 ,  1 9 9 5
D e a r  S e n a t o r  L em an ,
T am w r i t i n g  t o  i n d i c a t e  o u r  d l o t r c o 9  a t  t h o  b i l l  r e c l a s s i f y i n g  
w o I v o g  f r o m  “ b i g  g om e " t o  p r c d a t o r o  a n d  p u t t i n g  a  $ 4 0 0  b o u n t y  o n  
th e m  w i t h  n o  r e s t r i c t I o n a .
O u r  b u o i n e s s  t a r g o t o  i n d e p e n d e n t  t r a v e l l e r e  who a r e  i n t e r e s t e d  i n  
w i l d c r n e o o  a n d  w i l d l i f e .  My p a r t n e r  w ac i n  C h i c a g o  a t  a  T r a v e l  
Show  l i s t  w e e k e n d  a n d  r e p o r t e d  t h a t  s h e  t a l k e d  t o  p e o p l e  who h a d  
c a n c e l l e d  a t r i p  t o  A l a n k a  t h a t  t h e y  a l r e a d y  b o o k e d  b e c n u a e  o f  
t h e  s t a t e  w o l f  p o l i c y .
I t  i o  a h i g h l i g h t  o f  a  t o u r  i f  o u r  c l i o n t o  a r e  a b l e  t o  o o e  a  w o l f  
i n  t h e  w i l d .  H o r e  i n  SE k l a c k a  t h e y  a r e  a lm o s t  a n  e n d e n g e r e d  
u p c c i e o  a n d  w i t h  a $ 4 0 0  b o u n t y  i t  w o n ’ t  b e  l o n g  b e f o r e  t h e y  a r e  
e x t i n c t .
R e g a r d

L o u  H a r t  
P a r t n e r



A L A S K A  U P  C L O S E

P .O . B ox  3 2 6 6 6 , J u n c a u ,  A K  99X 03 
(907)789 9544 F A X : (907)789-3205

February 20. 1995

Senator Urrcn 1 email 
Chair. Senate Resources Committee 
Alaska State legislature 
FAX: 465-3H10

RE: SB XI

Dear Senator Leman:

Alaska I '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 a trip 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 of the clientele sec serve

Sincerely.

‘ I
Judy Shuler
Alaska Travel Specialist
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To: Senator Loren Leman, Chairman Senate Resources Committee
From: Nancy R. Lcthcoc. President (Testimony presented by Ed Davis, AW RTA Board M ember) 
Date: Feb. 20, 1995

Senator Leman. Senate Resources Committee members. Thank you for the opportunity to testify today.

My Name is Ed Davis. I am testifying as a board member for the Alaska W ilderness Recreation and 
Tourism Association, and also as a hunter. AWRTA opposes SB 81 because of: a) the negative impacts 
it will have on the econom ic 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.

N egative Econom ic im pucts on T ourism :

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 w it^ W itK irc ia l 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. W hereas the average cruise/air visitor spends $225 in Alaska, indepen­
dent and indc/packagc travelers w ho 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 o f a tourism boycott on the wolf issue. Many o f our rural, non-hunting 
businesses saw a decline in bookings and income. In response to Governor Knowles' cancellation o f  the 
w olf hunt, the tourism boycott was cancelled. A preliminary survey o f some o f AW RTA's members 
involved in rural, non hunting tourism shows that their inquiries and bookings are ahead o f the past two 
years. We encourage you to consider the economic impacts o f this bill on small Alaskan tour operators 
by a l ig n in g  it to the State Affairs Committee.

U nderm ines S p o rt H unting:

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 o f anti-hunung and anti- 
trapping groups. These organizations axe thriving because they portray responsible and scientifically 
managed hunting as a sensationalized form o f brutality and poaching. SB-81 will provide them  with 
documentation to further advance this image. V’e need to encourage rc<pon>iblc scientifically managed 
sport hunting rather than the mad free fur all that this bill advocutes.

RE: SB 81
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2) It may result in a federal takeover o f  wolf hunting, just as earlier State practices lead to a federal 
government take over o f marine mammal management.

Need fo r  A dd itio n a l H earings:

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 o f 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 im pacts on the tourism 
industry in genera! and remote tourism in particular, the bill should be assigned to the Senate State 
Affairs com m ittee.
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FOR IMMEDIATE RELEASE: February 3, 1995 95-27

K N O W L E S  C A N C E L S  U N IT 2 0 A  W O LF C O N T R O L  P R O G R A M  
O r d e r s  E x a m in a t io n  o f  P r e d a t o r  C o n t r o l  P o l ic y

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 
■wolves, dozens of other anima!s_w.efO_k:i]e(j"b7The snares - including animals that 
the wolf control program was designed to help. This program has hnr_merj_A las lea'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 intKe 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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Wolf-K ill Statistics
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1
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T h r e e  w o l f  p a c k s  e l i m i n a t e d ;  

s k i n n e d  c a r c a s s e s  2 0  t o  d u m p

C a n t ln u o d  fro m  Peg*. A-1
ca r ib o u  to e s c a p e  u nharm ed. Four  
o ther  s n a r e d  m o o s e  ond one w o l­
v e r in e  w e r e  tran qu illrod  3nd re ­
le a s e d .

•‘T h e  ea&lc w a s  cn  unfortunate  
surpri3o , ”  T a y lo r  3Rid. “ It actually  
landed  to  feud on ono c f  the foxes  
and e n d e d  up g e t t in g  caught in 1 
n e a r b y  s n a r e ."

D e p a r tm e n t  o ff ic ia ls  b lam ed  the  
high c o s t  and Incidental ca tches  on 
sp e c ia l  in te r e s t  groups that fought  
an a e r ia l  w o l f  c o n tr o l  p r og ra m .  
Most of th o se  grou p s  fought wolf  
control  o f  ad  k inds.

“ If w e  had  r e m o v e d  the w olves  
b y  a e r ia l  s h o o t i n g ,  w e  wouldn't  
h a v e  h ad  th e  in c id e n ta l  ta k e ,  it 
could h a v e  b een  m u c h  choapt-r in 
t e r m s  of our  o p e r a t in g  cost,  and it 
would h a v e  b e e n  m o re  e f fec t iv e  in 
r e m o v in g  w h o le  p ack s  within the  
c o r e  c a l v i n g  a r e a , ”  s a id  C hris  
S m i t h .  D iv i s i o n  of W ild li fe  C on ­
serv a t io n  r e g io n a l  su p erv iso r .

T a y lo r  s a id  o p e r a t in g  c o s ts  lor

3 v  KELLY 2 0 S T I A N  
Siai* *'*•■(cr 

Alas.-.a w r ap p ed  up its firs: r e a ­
son of wolf control w ith  53 w o lv e s  
read  a: a co s :  cf about Si.000 per  
wolf u::d With the h ead le ss ,  sum-  
.osa r e m a in *  p la c e d  in the Fair-  
c o n x s  .NorthStar Borough Landfil l .

‘Thai"a iir .d  of sy m b o l ic  o f the  
•vnoie p r o g r a m , " s a l e  S t e p h e n  
•Veiia of tac Alaska Wildlife 
Alliance, t  j r o u p  icr.g s c p o s e a  to 
wolf control  

‘W e :?  s:<il w o r k in g  on d o in g  
v n a t  w e  c a n  tc g e t  th e  A l a s k a  

S oa ra  cf G am e p r ocess  c h a n g e d  :n 
he  long  t e r m ,  w h tcn  is the best  
lung w c  can  do u lt im a te ly ."  W ells  
aid.

Ken T ayicr . F a irb a n k s  m a n a g e ­
m ent coord inator  for th e  D iv is io n  
i W ild life  C c h jerva t io n ,  sa id  th ree  

i o l f  p a c k s  *-«re e l im in a te d  ar.d 
hat <S w c iv cs  r e m a in  :n the m a m  
o n t r s i  a r e a — m u c h  o f  w m c n  

m ak es  up the spring  ca lv in g  area  
or th e  D elta  Caribou H ere .

’• W o l f  d i s t r i b u t i o n  r e m a i n s  
s i e n t t a l l y  u n c h a n g e d ."  h e  sa id .  

'T here aro s m a l l  p e c k j  out thoro  
at wit] h a v e  pups th is  sp r ing  and  
m a y  pop rignt back  up 10 w h e r e  it 

w as o e fc f c ."
T a y lo r  a iso  . a i d  it Is not unusual  

0 d isp o se  of w o lf  c a r c a s s e s  at the  
um p.
Sob  Trouail. borough so l id  w a s te  

iv is icn  m a n a g e r ,  satd  the landfi l l  
[accepts  a n i m a l  c a r c a s s o s  f r o m  
linyone out that a d v a n c e  n ol i f ica -  
1011 la a p p r e c ia t e d .  H e sa id  tho  

borough fo l low s  “ a s tr ic t  r eq u ire

m e n :  t h a t  t h e y  a r e  buric-c  i m ­
m e d ia te ly ."

The 53 woif h id es  r e m a in  ;n the 
sta te  s p o ssess io n  anc  will tie sold  
at su ction ,  possiuiy  j i  next y e a r  s 
F u r  R e n d e z v o u s  :n A n c h o r a g e ,  
T aym r sa id .  S om e  of tho Rides i r e  
going to c d u c iu ic n a i  In st itu t icn i .  ua 
are the sk u ils  of the a n im o i i

The 3 o a r c  o f  G a m e  la s t  s u m m e r  
a uproved  a th r e e -y -z r  effort by ;he  
s ta te  to r e d u c e  w o iv es  >r.j roost  
n u m b e r s  of the  D elta  caribou h erd  
. r .G a m e  M a n a g em e n t  Sutiur.it 20A. 
roughly  2 .X 0  sq uare  m n c s  south of 
F a ir b a n k s  ar.d norm  a: th e  A .o s k *  
R ange.

L aw su its ,  public  outer-- er.s a re  
n ew ed  n at ional  call for - n  A laska  
to u r is m  b oycott  ay s o m e  groups  
could n et  siop it

B etore  the p rogram , -b o u :  250 la 
200 w o lv e s  innaoitcd  the 23A i r e s ,  
the d e p a r tm e n t  said. Board gu ice-  
L i e s  sa id  the d e p a rtm en t  vns to 
l e a v e  at leas t  25 w olvor  in the c o n ­
trol a r e a ,  or :co in an  c f  Subunit  
20A.

The 98 w o lv e s  killed by  Ftsh sn d  
G a m e  stuff ,  p lus w o lv es  .'.tiled a y  
p riva te  trap pers  in the a rea ,  w ill  
bring the total dead  d o s e  10 tho d e ­
p a r tm e n t ' :  orig inal gcats .

"1 wouldn't be surprised  if It la 
1W total w nen  it's all c o n e . ' T.xylor  
sa id .

Offic ials  td d ed  t3 fox. 12 m o o se ,  
i tx  coyotes ,  tw o caribou , one m o w .  
shoe h are ,  one w olver ine  and ono  
golden eagle  to tlio d o t h  toll.

E x p e r i m e n t a l  “ b r e a k a w a y ”  
s n a r es  a l low ed  four m o o se  and f iv e

Saa WOLVES. Baca ?age

the p rog ra m  totaled  about JtOO.OiO, 
plus about S35,«y/\'or  a sea so n a l  
e m p lo y e e ,  plus staff  llcnc.

"The s taff  t im e  isn't e x tr a  m oney  
hut a reallocation  within the d iv i ­
sion ."  he sa id .

C h a n g e s  b e in g  c o n s id e r e d  for 
next year  include starting  later  ir 
the w inter and ending e a r l ier  to re 
a u c c  the inc idental  c a tc h e s ,  and us  
Ing m e r e  o f  tho b r ea k a w a y  m art-• 
T aylor  sa id .

The p rogram  w as su c cess fu l  1: 
that It proved  the num b er  of kul  
n e c e s s a r y  could be accom plishe-  
w ith  traps, he sa io . "As tc  rhc effec  
on the prey  population ov er  the r.ex 
th r e e  y e a r s ,  it's too e a r ly  to say .  
T aylor  sa id .

Although sta te  trap pers  finishc  
pulling out their eq u ipm ent Thur 
d a y ,  the  p uoh c  wolf trapping ye. 
son  r e m a in s  open through April
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S E N A T E  C O M M I T T E E  R F n O R T  

F i r s t  C o m m i t t e e  o f  R e f e r i a l

D A T E :  2/21/95 F U R T H E R :  Finance

Date o f 5 -D ay  N o tice : D A T E  T U R N E D
(in a cco rd a n ce  with Uniform Rule 23) IN TO  O F F I C E :  2>"2if-7S______

R e so u rce s  Com m ittee  considered  S E N A T E  B ILL  NO. 93

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

OTHER R E C O M M E N D A TIO N S
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and re com m end s :

l - ^ b e  rep la ced  w ith  CS S  fi ^ 3

| J adopt p rev io u s   C S ___________

I | attached am endnient(s)

| | adop t Le t te r  o f  Intent b y ________________

( | fu r th e r  re fe r ra l  to t h e ____________________
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CS FOR SENATE B ILL NO. 93( )

IN T l IE L E G IS L A T U R E  O F  T l  IE  STA TE  O F  A L A S K A  

N IN ETEEN TH  L E G IS L A T U R E  • F IR S T  S E S S IO N

UV

Offered:
Referred:

Spunsorfs): SKNATORS MILLKK, ( in t n

A BILL 

FOR AN A CT EN TITLED  

"A n  Act relating to the disposal of state land along the Dalton H ighw ay; and  

provid ing  for an  cfTective date."

BE IT ENACTED BY T H E  LEG ISLA TU RE O F T H E  ST A TE O F ALASKA:

•S e c tio n  I. AS 19.40.200(h) is amended to read:

(b) The prohibition on disposal o f state land under (a) o f this section docs not 

apply to a disposal

(1) to a licensed public utility or a licensed com mon carrier under 

AS 38.05.810(c);

(2) lor the reauthorization o f leases that were in effect on January 1. 1994. 

for nonrcsidential purposes within the following development nodes:

tAJ Coldfoot:

Township 28 North, Range 12 W est. Fairbanks M eridian 

Sections 3 - 4 

Sections 9 - 10

•I*
 tUll.LTLO Tt.X * UnACKt.7f.3l

CSSH9JK )
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4

5
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S
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12
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IS

16

17

18

19

20

21

nrnm rnm

23

24

25

26

27

28

29

30

WORK DRA:

M erid ian

M e r id ian

Sections 1 5 -1 6  

Sections 20 - 22 

Llii Yukon River Crossing:

l im n s h ip . .  12 N u r l i i^ J ia im c _ lQ .J& c s L M i i i r i i a u k s  

Seelions_(b_2
T ow nship 12 N orth . R annc 11 W est. F a irb an k s

Sections 1 ♦ 2 

Section- 7
J8  anue._lQ_.AYes t t-T i i t J± ank s

WORK u?J\FT WORK ORAFT

Meridian

Township 13 North. Range 11 West. IiiiiriiailKb (UMIATJ

Meridian

Section 22 

Sections 25 - 27 

Sections 34 - 36 

[SECTION 26);

(3) for nonrcsidcntial development within the following development 

nodes IN OD E|:

IA1 Dcadhorsc:

Township 10 North. Range 14 East. Umiat Meridian 

[SECTIONS 24 - 251

Township 10 North. Range 15 East. Umiat M endian 

Section 8

Sections!?. • 20

(SECTION 19)

Section 30 

iB LU o ld lo o l:

c s s  it f x  >
: r : r r r a  rr .tr w r w r r s
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23

24

25

26

27

28

29

30

WORK DRAFT

luw nslliD -J 8 „ N o r l li._ R anee 12 W est. F airb an k s

WORK DRAFT WORK DRAFT

M erid ian

M erid ian

M erid ian

M erid ian

M erid ian

Sections 9 - 10 

Sections 16 

Sections 20 • 22

I p w n s h i p ^ .^ N ’u r t l i i J R a n i ’ c _ 1 2 _ W c s t ,_ I :a i t l ia n k s

Seclion& i-L^iS 

tC l F ra n k lin  D ln ffs :
I n m i s l i i p  4 iS u r t lnK annc  14 LasU .Um ia t M e r id ian

Sections 3 - 4 

Sections 9 -JO

(Dl H appy Valiev;

Tow nship 3 South  J la n E e J S T .a st, U m iat M er id ia n  

Sections 19 - 2Q 

Sections 2 9 - IQ 

ili) Y ukon R iver C rossing;

lu * in s l i ip _ J 2 _ S p r llu .l l a n u c . . IQ . W est, F a irb an k s  

Sections 6 z l

Tow nship 12 N orth . R an ee 1L  W est . .  F a irb an k s

Sections I ♦ 2 

S e d i o n J J
T ow nship 13 N orth . R anee 10 W esL F a irb an k s

•3*
■-.tl 'E irm  rrxr WA:rr~sa

CSSB 93C )



Immahip. li Nurtĥ -Jianuc 11 WcaL_Fairbanks
M eridian

S c c l im iJ *
Sections 2 5 « 2 7  

Sections J4  » 3 6 ; or

(4) necessary for

(A) an oil and gas lease under AS 38.05.1X0;

(B) exploration, development, production, or transportation o f  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;

(ii) reconstruction or maintenance o f state highways; or

(iii) construction or maintenance o f airports.

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

'WORK DRAFT WORK DRAFT WORK DRAFT

CSSD  93< )
’ i ' ,  a e u r r a  : r x :  iM c r r r r e ;



Alaska State Legislature
Session. M E M O  Inlcnm:
Suite Capitol 716 W 4th Avenue
JuneauAK 99801-1182 . Anchorage AK 99501-2133

T O  L e g a l  S e r v i c e s
V I A  F A X :  2 0 2 9  c 

F R O M :  A n n e t t e  E .  K r c i l / c r ,  R c s o u f c e ^ c ' o n t m i t t c c  A i d e

D A T E :  F e b r u a r y  2 7 ,  1 9 9 5

RE : C S  S B  9 3

T h e  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e  r e p o r t s  th a t  th e  
t o w n s h ip / s e c t i o n  s i t e s  in c u r r e n t  l a w  an d  c i t e d  in  S B  9 3  a r c  
i n c o r r e c t .

P l e a s e  p r e p a r e  a  b l a n k  C S  f o r  t o d a y ' s  S e n a t e  R e s o u r c e  C o m m i t t e e  
h e a r i n g  i n c o r p o r a t i n g  th e  a t t a c h e d  c o r r e c t i o n s  ( s e c  m e m o  t o  A .
K r c i t z c r  f r o m  T e r e s a  S a g e r ) .

P l e a s e  c a l l  m e  a t 4 9 0 7  i f  t h e re  a r e  q u e s t i o n s .  T h a n k s  f o r  e x p e d i t i n g  
t h i s .



T o : A n n e t t e  K r e i t / . e r

F r o m : T e re s a  S a g e r

R e : SB  9 3  - D a l t o n  I l i g h w a y  I - a n d  D i s p o s a l s  
le g a l  d e s c r ip t i o n  c o r r e c t i o n s

D a le : F e b ru a r y  2 7 , 1 9 9 5

H e r e  . i r e  t h e  r e c o m m e n d e d  c o r r e c t i o n s  s u b m i t t e d  b y  D N R  f o r  i n c l u s i o n  in  .1  

b l a n k  c o m m i t t e e  s u b s t i tu te .

D e a d h o r s e :  T 1 0 N ,  K 1 4 K ,  U M  
T 1 0 N ,  R 1 5 F ,  U M  
S e c t io n s  8 ,  1 7 -2 0 ,  3 0

C o l d f o o t :  T 2 8 N .  R 12VV , FM
S e c t io n s  3 , 4 , 9 , 1 0 , 1 5 ,  1 6 , 2 0 - 2 2  
T 2 9 N ,  R 1 2 W ,  F M  
S e c t io n s  2 3 -2 7 ,  3 4 ,  3 5

F r a n k l i n  B lu f f s :  

H a p p y  V a l l e y :  

Y u k o n  R i v e r :

T 4 N ,  R 1 4 K ,  U M  
S e c t i o n s  3 , 4 , 9 , 1 0 , 1 5 , 1 6

T 3 S ,  R 1 5 F ,  U M  
S e c t io n s  19. 20 , 2 9 ,  3 0

T 1 3 N ,  R 1 I W ,  F M  
S e c t io n s  2 2 , 2 5 - 2 7 , 3 4 - 3 6  
T 1 2 N ,  R 1 0 W ,  FM  
S e c t i o n s  6  &  7  
T 1 2 N ,  R11VV , F M  
S e c t io n s  1, 2 , 1 2  
T 1 3 N ,  R10VV , F M  
S e c t i o n s  2 9 - 3 2



P.O . tiox 2 2 I'll Juneau, Al.uk.> 99B 02

A l a s k a  E n v i r o n m e n t a l  l o b b y ,  I n c
Phone: 907-4G3*336b 

Fax: «J07-4f»l-.«:i12

S e n a te  B ill 9 3 : D isp o sa l o f  L a n d  A lo n g  th e  D a lto n  H ig h w a y

'H ie  A la sk a  E n v iro n m e n ta l I>obby o p p o se s  S B  93 :

W e b e lie v e  th e  o r ig in a l in ten t o f  the D alto n  H ig h w a y , th e  H au l R o a d , w as  
to  s e rv e  a s  a n  a c c e s s  c o r r id o r  a n d  su p p ly  lin e  fo r  th e  T ra n s -A la s k a  
P ip e lin e . T h is  is  s til l  th e  o n ly  re a so n a b le  e c o n o m ic  fu n c tio n  fo r  th is  
e x p e n s iv e ,  a lb e it  im p o rta n t ro ad .

'H ie  e x p e n s iv e  is d e r iv e d  fro m  m a n y  fac to rs : I f  w e h a v e  p r iv a te  la n d  w e  
a rc  u n d e r  a n  o b lig a tio n  to  p ro te c t it - F ish  a n d  W ild life  a g e n ts  a n d  A la sk a  
S ta te  T ro o p e r s  a re  a lre a d y  o v e rb u rd e n e d . T h e y  w ill n e e d  m o re  r e s o u rc e s  
i f  th e y  w ill b e  e x p e c te d  to  e n c o m p a ss  the H a u l R o ad  in to  th e ir  ju r is d ic t io n .  
A ls o , in  th is  e ra  o f  fru g a l s ta te  a ttitu d e s  a n d  lo w e r  e c o n o m ic  re s o u rc e s  w e  
n e e d  to  c o n s id e r  e v e ry  c o s t in c u rre d  in e v e ry  d e c is io n .

P re s e rv in g  th e  o r ig in a l in ten t a n d  e x p a n d in g  it to  in c lu d e  th e  u p c o m in g  
T ra n s -A la s k a  G a s  P ip e lin e  d e m a n d s  tha t th e  s ta te  c o n c e n tra te  its e f fo r ts  to  
re s p o n s ib ly  m a n a g e  a ll a s p e c ts  o f  th is  v a lu a b le  tra n s p o r ta t io n  c o r r id o r .  
T liis  m e a n s  th a t o p e n in g  the  H au l R oad  fo r  a n y  p e r ip h e ra l d e v e lo p m e n t ,  
a c t io n s  w h ic h  a re  u n re la te d  to  a n d  m ost p ro b a b ly  in te r fe r in g  w ith  c o r r id o r  
u s a g e , is  ir re s p o n s ib le .

m s 2 /27/95



DIVISION OF PUBLIC SERVICES

S t a t e  o f  a l a s k a%
L e g i s l a t i v e  a f f a i r s  a g e n c y

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,

'I / * * ,  J  / M  J - to -----------
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S l a s U a  s > i a t c  ^ L e g i s l a t u r e

W hllr *r»

M IKE M IL L E R  '  ’ , 5tnto Capitol
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s>cnaic

S en a te  Bill 93 
D isp o sa l o f L and A lo n g  th e  D alto n  H ig h w ay

by  S e n a to r  M ike M ille r

Last se ssio n  th e  L eg is la tu re  p a ssed  Senate  Bill 210 w h ich  p ro v id e d  fo r th e  
re a u th o r iz a t io n  o f ex is tin g  leases in th ree  d e v e lo p m e n t n o d e s  a lo n g  the  
D alto n  H ig h w a y  in c lu d in g  D ead h o rse , Y ukon R iver C ro ss in g  a n d  C o ld fo o t. It 
a lso  a llo w e d  for fu tu re  n o n -re s id en tia l lan d  d isp o sa ls  in  a t D ead h o rse .

W ith  th e  recen t o p e n in g  o f th e  h ig h w ay  to p u b lic  traffic, the  n e e d  for 
a d d itio n a l se rv ice s  is an tic ip a te d . Senate  Bill 93 w ill a llo w  th e  s ta te  to  p ro cee d
w ith  fu tu re  n o n -re s id e n tia l d isp o sa ls  in each  o f th e  re m a in in g  fo u r  n o d e s
a lo n g  th e  ro u te  fo r d e v e lo p m e n t of v a rio u s  p u b lic  facilities. It is s tru c tu re d  
to  a llo w  d isp o sa ls  only w ith in  th e  id e n tif ied  n o d e s  w h ich  h a v e  e x is tin g  p a d s  
so  th a t o rd e r ly  d e v e lo p m e n t is m a in ta in e d  a t re g u la r  in te rv a ls  a lo n g  th e  
h ig h w a y . T h e  d e v e lo p m e n t a rea s  affec ted  a re  Y ukon  R iver C ro ss in g , 
C o ld fo o t, H a p p y  V alley, an d  F ran k lin  Bluffs.

A s w ith  an y  s ta te  la n d  d isp o sa l, all p ro p o se d  sa les  o r leases w ith in  th e  
d e v e lo p m e n t n o d e s  w ill re q u ire  a L and  U se P lan , sub ject to p ro c e d u re s  se t 
fo rth  in  law  w h ich  p ro v id e  for th o ro u g h  p u b lic  rev iew .

I a p p re c ia te  y o u r  c o n s id e ra tio n  o f S enate  Bill 93.
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IN IT IA L  S E C T IO N A L  S U M M A R Y
3/X/95 by K rc it /cr ,  C o m m it t e e  A ide

S B  112: "A n  A ct e s ta b lis h in g  a d is c o v e ry  ro y a lty  c re d it fo r the
le s s e e s  o f  s ta te  la n d  d r i l l in g  e x p lo ra to ry  w e lls  an d  m a k in g  th e  f irs t 
d is c o v e ry  o f  o il o r  g as  in c o m m e rc ia l q u a n titie s ."

S e c t io n  1.: M ak es  th e  f irs t d is c o v e ry  ro y a lty  c re d it a p p l ic a b le
u n d e r  th e  e x p lo ra tio n  lic e n s in g  p ro g ra m  p a sse d  last y e a r  (S B  150). 
T h e  ro y a lty  sh a ll be re d u c e d  to fiv e  p e rc e n t fo r the  f irs t 10 y ea rs  
fo l lo w in g  the  d a te  o f  f irs t d isc o v e ry  o f  o il o r  gas  in c o m m e rc ia l 
q u a n t i t ie s .  N O  d e f in i t io n  o f  " c o m m e rc ia l q u a n titie s "  o r "d a te  o f 
d is c o v e ry "  an d  h o w  th a t is d e te rm in e d . C o m m e rc ia l q u a n t i t ie s  has  
d i f f e r e n t  m e a n in g  th a n  p a y in g  q u a n t i t ie s -  re c o v e r  o p e ra t in g  c o s ts . 
C o m m e rc ia l  q u a n t i t ie s  - need  to  re c o v e r  in v e s tm e n t ,  d e v e lo p m e n t ,  
a n d  p ro d u c tio n  c o s ts .

S e c t io n  2 .: A d d s  b ack  in to  s ta tu te  th e  a b i l i ty  fo r  the c o m m is s io n e r  
o f  th e  D e p a r tm e n t o f  N a tu ra l R e so u rc e s  to  a llo w  a ro y a lty  re d u c tio n  
o f  5 %  fo r th e  firs t 10 y e a rs  on o il o r  gas  le ase s  on s ta te  lan d . A fte r 
10 y e a rs , th e  ro y a lty  re v e r ts  to th e  le a s in g  m e th o d  c h o se n  by  th e  
c o m m is s io n e r  (A -G ).



S e n a t e  R e s o u r c e s  C o m m i t t e e

State C apitol
Official Business Juneau AK 99801

Sponsor Statement for:
Senate Bill 112: Discovery Royalty

A l a s k a  S t a t e  L e g i s l a t u r e

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 o f 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.



2 N A T E  C O M M I T T E E  R E F ' R T  

F i r s t  C o m m i t t e e  o f  R e f e r r a l

DATE: 3/7/95 F U R T H E R :  F ina n ce

D A T E  T U R N E D  _ _ - .
IN TO  O F F I C E :

D a te  o f  5 -D a y  N o t ic e :  3 * 1 5  -C)S  

(in a cco rd a n ce  with Uniform Rule 23)

R e so u rce s  Com m ittee considered S B  112

Establishing a discovery royalty credit for the lessees  of state land drilling exploratory wells and 
making the first d iscovery of oil or gas in com m ercia l quantities.

ami recom m ends.

rep la ced  wi h 

I | adopt p rev ious

CS <?> H 2 -

c s

I attached am endm ent(s)

I adopt Letter of Intent by _ 

I Innlicr lelenal to the

Committee

Committee

Senate Hill:
n o r -  1 > smPc litlc 

( lc .E S  ) | H'Tfew title
H ouse Hill:

.(_________ ) ( | same title
j j technical title 
| | new: SCR*___

D(/?r.\ss ^ o r OTHER RECOMMENDA HONS AIR DNP AM

/  / y / y y j ,  . C

' X
y llA IR : \ ^ul_e_ \  e-'o

$ 0

NE 
Department Date Zero Fiscal

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

l W o * Gf
Cev^uc<-D*£- /loc».+

I | A P P R O P R IA T IO N  -  no fiscal note



A l a s k a  S t a t e  L e g i s l a t u r e

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 o f the Capitol.



SE N A T E  R E SO U R C E S C O M M IT T E E

Slate Capitol
Official Business Juneau AK 99801

A l a s k a  S t a t e  L e g i s l a t u r e

MEMO

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

T H R O U G H : S e n a to r  L o ren  L em an , C h a irm a n

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 o f  the bill is nfil consistent with your interpretation o f the amendments.

I will request a final committee substitute to be read across for W ednesday (March 20) and 
initiate a request to the Senate Finance Committee for a hearing if there arc no 
discrepancies.
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CS FO R SENATE BILL NO. 112(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SEN ATE RESOURCES COMMITTEE

O f f e r e d :

Referred:

S p o n s o r s :  SENATE RESOURCES COMMITTEE

A B IL L

FO R  AN A C T ENTITLED

"A n Act estab lish ing  a discovery royalty credit for the lessees of sta te  land

d rilling  exp lo ra to ry  wells and  m aking the first discovery or oil o r  gas in a n  oil

o r  gas poo l in the C ook  In le t sed im entary basin ."

•La ­

b e  IT  EN A C TED  BY T H E  LEG ISLA TU R E O F TH E STA TE O F A LA SK A :

/V* J jC a a > -v - I . . v * —  ,
• S ection  1. AS 38.05.134 is amended to read:* h-<

Sec. 38.05.134. CONVERSION TO LEASE. If the licensee requests and the ” fA ./
'j* ‘

com m issioner determines that the work commitment obligation set out in an oil an d 1
b P r  J J agas exploration license issued under AS 38.05.132 has been met. the com m issioner

'•ff\ * n . v"
shall convert to one or more oil and gas leases all or pan. as the licensee may indicate, ! J* *"

of the area described in the exploration license that remains after the relinquishments,

rem ovals, 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 .!S0(j) - (m). (o) - (u). and (x) • (z);

•I* CSSB 112(RES)
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1 (3) must be conditioned upon a royalty in amount or value of not less

2  than 12.5 percent of production, except that the lessee who, p roceeding under
3 A S J A 0 5 .P l  - 38,05.134Lundcr a lease issued in the C o o k  In le t sedimenta ry  basin
4 who is_ccrtiflcd by the com m issioner to  he the firs t to d r i l l  a well d iscovering oil
5 o r , m s  in a p rev iou s ly  undiscovered o il o r  gas noo» sh a lL p av  a ro y a lty  o f  five
6 percent on a ll p roduction  o f  o il o r  gas from  that poo l a ttribu tab le  to that lease fo r  

a_p e riQ d .o f iQ _y?a re -fQ llQ * ing  the date o f  d iscovery o f  that p oo l, and  the rea fte r
8 the ro y a lty  payab le  on n il p roduction  o f  o il o r  gas fr o m  the p oo l a ttrib u tab le  to
9 (h n L ka se  shn lLbc .dctcrm incd and payab le  as specified in the lease: the payment

10 QLlht_flve.Derccnt_i:Qya|tv .under_this o a rn g n ip i i is jn i th o r i r c d  on ly  to a ho lde r o f
11 a lease who meets the requ irem en ts o f  AS 38.05 .180(0(4).

12 (4) must include an annual rent of S3 per acre or fraction of an acre

13 initially paid to the state at inception of the lease and payable annually after that until

14 the income to the state from royalty under that lease exceeds the rental income to the

15 state under that lease for that year, and

16 (S) is subject to other conditions and obligations that are specified in

17 the lease.

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

19 (0  Except as provided by AS 38.05.131 - 38.05.134. the commissioner may
I I

20 issue oil and gas leases on state land to the highest responsible qualified bidder a j

21 fo llow s ;
22  (11. the comm issioner sha ll issue an oil and gas lease to the successful
23 b id d e r determined by competitive bidding under regulations adopted by the

24 commissioner: bidding I. BIDDING] may be by sealed bid or according to any other

25 bidding procedure the commissioner determines is in the best interests of the state;

26 (21 w henever (. WHENEVER), under any of the leasing methods listed

27 in this subsection, a rovalty share is reserved to the state, it shall be delivered in pipeline

28 quality and free of all lease or unit expenses, including but not limited to separation.

29 cleaning, dehydrauon. gathenng, salt water disposal, and preparation for transportation

30 off the lease or unit area;

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

32 may choose at least one of the following teasing methods:

CSSn UN RES) -2*
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(A) [(D) a cash bonus bid with a fixed rovalty share reserved to

the state of not less than 12,5 percent 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 of not less than 12.5 percent 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;

HD [(3)) a fixed cash bonus with a royalty share reserved to die

state as the bid vanable but 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 the state of not 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 o f  production o r other 
factor but in no event less than 12 J  percent in amount o r value o f  the production 
removed o r so ld  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 o f the 

production removed or sold from the lease;

(4>_ n n t*U tm and ioE  a requirem ent in the leasing m ethod chosen of 

a jn in im n m  fixed  royalty  ?harc. on and a fte r a date t ha t Is J8Q  davs following the 

gflg tllyg . da(c_*?f_thH _Acli_ the lessee un d er a lease issued in the Cook Inlet 

t td lm c m a n  fra iin -w h g J ic tm flc d  by the com m issioner to be the first to drill a  well 

d iscovering  oil o r gas in a previously undiscovered oil o r  gas oool shall pav a 

BttflUv of five percen t on alt production of oil n r fro m tha t pool a ttribu tab le  to 

IhflLlcase fo r a period  of IQ y e a n  following the date o f disco* v i . , t»lt.; - 1 .»

t h e rea fte r the royalty  p a rab le  on all production o f «»ii o r gas from  ;hc pool

>  CSSD 1I2JRES)
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a i lr ih tU a b Ic .to . Ih aU eagPJi.bit )U ie j  1 e t c rm  i n cd nn d j i aynbtc as specified in the lease: 
Ihg-rgduccd roya lty , authorizedJ>y this pa rag raph  is sub ject to the f o llow ing ; j

(AL_a_LcMcc_ is e lig ib le to nav the reduced ro y a lty  au tho rized  
h y Jh is  narngrnph.oniY .iLtlic_ic«ce is the first to d r i ll a well d iscovering  o il ' 

o r  gas in a p rev ious ly  undiscovered o il o r gas o o o l:
f f i )— only, ope rgdu c tjp n _qL  ro ya lty  au thoriyed  by this

*<v-J 

T '  - K
1 f * w

*i
)

pa ra  g raph may he. a llowed on each lease that Qualifies fo r  reduc tion  o f 
ro y a lty  under this p a rag rap h ;

v I ”7* (C) _if. under this parag raph , application is made fo r  a roya lty 
h 7 V , „ )  '>  reduction fo r  a lease that was entered i .a before the date tha t is 180 days

ii* aj
fo llow ing  the effective date o f  this Act, the com m issioner m ay app ro ve  the 

aPD llg flt lo n .n n lY .iLQ lU h e .d a tc  re fe rre d  to »n this subpa rag raph , th e  lease 
was a nonproducing lease that was not committed to a unit app roved  hv the 

cpm m is .rion c r.und fUm Lp f-th is  section, that is not p a r i o f  a un it u n d e r (n.» 
o r_ (q ) n f Jhl5_segtjQn._and.that has not been m ade p a rt o f  a un it u n d er

AS 31.05;

(P U if-flD D lic a t lo n  fo r  a roya lty  reduction is m ade u n d e r this 
p a rag raph  fo r  a lease on wMch.il dlsgQven_n?valtY was c la im ed o r  m a y  be 
d a lm ed  under the discovery roya lty  provisions o f  fo rm e r AS 38 .0 5 .1 8 0 (a ) In
£ffcrtJ«fQiE.MRY-$tI9S9uhs.gQmmb3ittnsLihnll dlsaltoy thc.appllcitlQn
unden th ls  D flrag raph unless the .aPD lirant w a jv^  the right to c la im  the right 
to n reduced .ro y a lty  unde r the discovery rova ltv . p rov is ion s o f  fo rm e r 
AS 38,Q 5.180(a ) in_effcgtJ?cfore M ay  6 , 1969 ; and

(E ).JlK .gQ m m tatoncr shall Adopt n rsu la tto ru  scttlng.QU l.!hc 

H andatd s^critg ria^a jid .d sfln itlQ n ?  o f  t c r m u h a t .  a pply \ 9  im p k m c m .lh e  

f i l ing of app lications fo r ,  and the review and certification  o f. d iscove ry  oil 

and gas royo ltyLcca ifig fltion j unde r th is p a ra g ra n h .

CSSO II2(RES)
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A M E N D M E N T S  A D O F F E D  IN  3 /1 1 /9 6  S E N A T E  R E S O U R C E S  
C O M M IT T E E  T O  V E R S IO N  F  O F  S B  112: D is c o v e ry  R o y a lty  
(C h e n o w c th  3 /9 /9 6 )

A m en d m en t #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 a fte r (3) must be conditioned upon a 
royalty in amount or value o f not less than 12.5 percent o f production, except that the 
Icssccjwho^prpcccding under AS 38.05.131-38.05.134. under a lease issued in the Cook 
Inlet scdimcntary.basin w h a is  certified byjhcj»mmi&>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 o f 10 vcarc following the dale o f discovery o f that pool, and thereafter the royalty 
m a blc-on till production o f oil or gasJ re m  the pool am ity’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 o f a lease who meets the requirements o f 
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"
(H AV E M ADE] be the first to drill a well (D ISC O V E R Y  OF*) discovering oil o r gas in 
(C O M M E R C IA L  Q U A N T IT IE S  FROM 1 a previously undiscovered oil or gas pool 
shall pay a royalty o f  five percent on all (LEASE) production o f oil or gas from that pool 
attributable to that lease for a period of 10 years following the date o f  discovery o f that pool 
(O IL  OK GAS IN C O M M E R C IA L  Q U A N T IT IE S  IN  T H E  P O O L , AS 
C E R T IF IE D  BY T H E  C O M M IS S IO N E R ,) and thereafter the royalty payable on all 
(LEASE) production o f  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 (M AKES) is  the first to drill a well 
(D ISC O V E R Y  O F) discovering oil or gas in (C O M M E R C IA L  Q U A N T IT IE S  
FR O M ) a previously undiscovered oil o r gas pool within five years o f the effective date of 
the lease; the commissioner...

A m endm ent #2 (INCORPORATED ABOVE)
3) Page 3, Lines 2-3:

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

Page 3, Lines 5*6:
thereafter the royalty payable on all (LEA SE) production o f  oil or gas from the 

pool aittlbuUhlc.lQ Ihai lease shall be determined...

A m endm ent #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 (o r  SH 112 1



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 o f  die effective date o f the bill.

A m e n d m e n t  # 4

A M E N D M E N T S  A D O P T E L  IN  3 /1 3 /9 6  S E N A T E  R E S O U R C E S  
C O M M IT T E E  T O  V E R S IO N  G  O F  S B  112: D isc o v e ry  R o y a lty  
(C h c n o w c th  3 /1 3 /9 6 )

A m en d m en t #1
1) Page 4 , Line 3: Following "undiscovered oil o r gas pool"

DELETE: [W IT H IN  F IV E  Y EA RS O F  T H E  E F F E C T IV E  D A TE 
O F  T H E  L E A SE ;]

A m en d m en t #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.

A m en d m en t #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.

A m en d m en t #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.

A m en d m en t #5
5) The committee adopted an amendment to the effect that the provisions of AS 
38.05.180(0(4) added by sec. 2 o f  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

Amrnrim rnU fo r  SH 112 2



A l a s k a  S t a t e  L e g i s l a t u r e

O ffid a l B u sin ess
State Capitol 

Juneau AK 99801

AMENDMENT #1

OFFERED IN SENATE RESOURCES 
TO : CS SB 112 (LS0808VF)
DATE: 3/11/96

Page 1, Line 5:
F o l low in g  Section 1. Insert:

AS.3S.Q5.134,is.amcj)dcd to read;
 Scc^38 .Q 5 .134 . .C O N V E R S IO N  T O  L E A S E ,  I f  the licensee requests and the
comm iss ione r determines that the w o rk  commitment ob ligation set out in  an o i l and gas 
exp lo ra t ion  l icense issued unde r A S  3 8 .0 5 .1 3 2  has been met, the com m iss ione r shall 
convert to one o r  m ore o i l  and gas leases a l l  o r  pan , as the licensee mav indicate, o f  the area 
described in  the exp lo ra t ion  license that remains a fte r the re linquishments , rem ova ls , o r  
de le tions requ ired  bv A S  3 8 .0 5 .1 3 2 (d ) ( 2 ) .  A  lease i ssued under this section

12.5 .perccnioLpioductiP iL except that thclcsscc.wiio. pioccedire-under AS 38.Q5.131- 
3 8 ,0 5 .1 34^ 1  ndcLU lease  issued  in  the C o o k  In le t sed imentary basin w ho  is certi f ied bv  the 
commissioner to hayc made the first discovery o f  oil ^  gas infrommercial Quantities f e r n  a 
prc Yiously, undiscovered .oii.oi .us poo l shall pay a roya lly  o f  five percent on a l l lease 
traduction o f  o i l  o r  eas f rom  t u t  poo l fo r a period oLLO years fo llow ing, the dale o f  
discovery c lo i l .o L gas  in .fommercia l quantiiics in the poo l. as certified by the 
commissioner, and thereafter  die roya lly  payable on ail lcasc-production.oLoil o r  ess from  
the pool shall be determined and payable as.spccified in,die lease. The payment oi.thc rive 
percent royalty under this paragraph is ^mbonzedon ly to.n bo lder o l  a leascjviiQJDccisiIic 
rcmiircmenis.of.AS 3 8 .0 3 .1 8 0 ( f ) (4 ) .

( l l i s - s u p i c c t  lp jh c  acrcauc lim itations imposed bv A S  3 8 .0 5 .1 401c ) :
( 2 L t s  subicct to A S  38 .Q 5 .18Q (i )  - (m ) .  ( o )  - (u ) .  and ( x )  - (zri
(3 )  must be condiiioned.upon a roya lty j n  amount o r  yaluc.o i not less than



FACTS RE; F Q B M E R ,PJSCO.VEFiy_RQYALT.lt

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.

U jn e i ln g
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:

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

Many administrative decisions by DNR.

L1 U fla J io n _ I Ad mil? i s  t r a t i y ,^ A p fig iiL iss i'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:

• Vigorous acquisition of land interests that give tho right to explore for oil 
and gas.
• Prompt exploration of acquired land.
• Early production of discovered fields.
• 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(j) 
* 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.
• 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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MEMO

TO. Jack Chenowcth 
Legal Counsel

FROM: Annette Kreitzer, Aide to /. 
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) Tl>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 1 understand 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 Suggestions to CS SB 112 from Ken Boyd/DNR

■\\Js . -
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.

/ /

.1 ;........  ̂ rU l • ' ' i

•

/
f t  / . > I A C- ( ( 1 I

L. I "
r. r-  r - i , r "  I (-I a (■* l /

(Cl?    , T T a •• • r  /
, .  , .  r  4 C n  ■/i* cr- -

(
v 1 ' 1 i.

> , - ,
I - ' " . -  •

i



1

2

3

4

5
6

7
8

9

10

11

12

1 3
1 4

9-LS0808\G '  
Chenoweth 

3/13/96

WORK DRAFT WORK DRAFT WORK DRAFT

C S  F O R  S E N A T E  B I L L  N O .  1 1 2 ( R E S )

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY T H E  SENATE RESOURCES CO M M ITTEE

Offered:
Referred:

Sponsors): SENATE RESOURCES CO M M ITTEE

A  B I L L  

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

" A n  A c t  e s t a b l i s h i n g  a  d i s c o v e r y  r o y a l t y  c r e d i t  f o r  t h e  l e s s e e s  o f  s t a t e  l a n d

d r i l l i n g  e x p l o r a t o r y  w e l l s  a n d  m a k i n g  t h e  f i r s t  d i s c o v e r y  o f  o i l  o r  g a s  i n  a n  o i l

o r  g a s  p o o l  i n  t h e  C o o k  I n l e t  s e d i m e n t a r y  b a s i n . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  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) is subject to the acreage limitations imposed by AS 38.05.140(c);

(2) is subject to AS 38.05.180(j) - (m), (o) - (u), and (x) • (7.);

-1- CSSB 112( RES)
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( 3 )  m u s t  b e  c o n d i t i o n e d  u p o n  a  r o y a l t y  i n  a m o u n t  o r  v a l u e  o f  n o t  l e s s  
t h a n  1 2 . 5  p e r c e n t  o f  p r o d u c t i o n ,  e x c e p t  t h a t  t h e j e s s e e  w h o ,  p r o c e e d i n g  u n d e r  
A S  3 8 . 0 5 . 1 3 1  v 3 8 . 0 5 . l 3 4 .  u n d e r  a  l e a s e  i s s u e d  i n  t h e  C o o k  I n l e t  s e d i m e n t a r y  b a s i n  
V  h o J s _ c e f t i f i . e d , h y  t h e . c o m m i s s i o n e r  t o  h e  t h e  f i r s t  t o  d r i l l  a  w e l l  d i s c o v e r i n g  o i l  
o r  g a s  i n  a  p r e v i o u s l y  u n d i s c o v e r e d  o i l  o r  g a s  p o o l  s h a l l  n a v  a  r o y a l t y  o f  f i v p  
I L e r c e n t _ o n _ a l _ l _ p j : o d u c t t o n  o f  o i l  o r  . g a s  f r o m  t h a t  p o o l  a t t r i b u t a b l e  t o  t h a t  l e a s e  f o r  
a  p e r i o d  o f  1 0  y e a r s  f o l l o w i n g  t h e  d a t e  o f  d i s c o v e r y  o f  t h a t  p o o l ,  a n d  t h e r e a f t e r  
t h e  r o y a l t y  p a y a b l e  o n  a l l  p r o d u c t i o n  o f  o i l  o r  g a s  f r o m  t h e  p o o l  a t t r i b u t a b l e  t o  
t h a t  l e a s e  s h a l l  h e  d e t e r m i n e d  a n d  p a y a b l e  a s  s p e c i f i e d  i n  t h e  l e a s e ;  t h e  p a y m e n t  
o f  t h e  f i v e  p e r c e n t  r o v a l t v  u n d e r  t h i s  p a r a g r a p h  i s  a u t h o r i z e d  o n l v  t o  a  h o l d e r  o f  
a  l e a s e  w h o  m e e t s  t h e  r e q u i r e m e n t s  o f  A S  3 8 . 0 5 . 1 8 0 ( f ) ( 4 ) :

( 4 )  m u s t  i n c l u d e  a n  a n n u a l  r e n t  o f  S 3  p e r  a c r e  o r  f r a c t i o n  o f  a n  a c r e  
i n i t i a l l y  p a i d  t o  t h e  s t a t e  a t  i n c e p t i o n  o f  t h e  l e a s e  a n d  p a y a b l e  a n n u a l l y  a f t e r  t h a t  u n t i l  
t h e  i n c o m e  t o  d i e  s t a t e  f r o m  r o y a l t y  u n d e r  t h a t  l e a s e  e x c e e d s  t h e  r e n t a l  i n c o m e  t o  t h e  
s t a t e  u n d e r  t h a t  l e a s e  f o r  t h a t  y e a r ;  a n d

( 5 )  i s  s u b j e c t  t o  o t h e r  c o n d i t i o n s  a n d  o b l i g a t i o n s  t h a t  a r c  s p e c i f i e d  i n
t h e  l e a s e .

*  S e c .  2 .  A S  3 8 . 0 5 . 1 8 0 ( 0  i s  a m e n d e d  t o  r e a d :
( 0  E x c e p t  a s  p r o v i d e d  b y  A S  3 8 . 0 5 . 1 3 1  -  3 8 . 0 5 . 1 3 4 ,  t h e  c o m m i s s i o n e r  m a y  

i s s u e  o i l  a n d  g a s  l e a s e s  o n  s t a t e  l a n d  t o  t h e  h i g h e s t  r e s p o n s i b l e  q u a l i f i e d  b i d d e r  a s  
f o l l o w s ;

( 1 )  t h e  c o m m i s s i o n e r  s h a l l  i s s u e  a n  o i l  a n d  g a s  l e a s e  t o  t h e  s u c c e s s f u l  
b i d d e r  d e t e r m i n e d  b y  c o m p e t i t i v e  b i d d i n g  u n d e r  r e g u l a t i o n s  a d o p t e d  b y  t h e  
c o m m i s s i o n e r ;  b i d d i n g  ( .  B I D D I N G ]  m a y  b e  b y  s e a l e d  b i d  o r  a c c o r d i n g  t o  a n y  o t h e r  
b i d d i n g  p r o c e d u r e  t h e  c o m m i s s i o n e r  d e t e r m i n e s  i s  i n  d i e  b e s t  i n t e r e s t s  o f  t h e  s t a t e ;

( 2 )  w h e n e v e r  ( .  W H E N E V E R ] ,  u n d e r  a n y  o f  t h e  l e a s i n g  m e t h o d s  l i s t e d  
i n  t h i s  s u b s e c t i o n ,  a  r o y a l t y  s h a r e  i s  r e s e r v e d  t o  t h e  s t a t e ,  i t  s h a l l  b e  d e l i v e r e d  i n  p i p e l i n e  
q u a l i t y  a n d  f r e e  o f  a l l  l e a s e  o r  u n i t  e x p e n s e s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  s e p a r a t i o n ,  
c l e a n i n g ,  d e h y d r a t i o n ,  g a t h e r i n g ,  s a l t  w a t e r  d i s p o s a l  a n d  p r e p a r a t i o n  f o r  t r a n s p o r t a t i o n  
o f f  t h e  l e a s e  o r  u n i t  a r e a ;

( 3 )  f o l l o w i n g  ( .  F O L L O W I N G ]  a  p r e - s a l e  a n a l y s i s ,  t h e  c o m m i s s i o n e r  
m a y  c h o o s e  a t  l e a s t  o n e  o f  t h e  f o l l o w i n g  l e a s i n g  m e t h o d s :

WORK DRAFT WORK DRAFT WORK DRAFT
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I A 2  ( ( 1 ) ]  a  c a s h  b o n u s  b i d  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d  t o  
t h e  s t a t e  o f  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n  
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

O H  ( ( 2 ) ]  a  c a s h  b o n u s  b i d  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d  t o  
t h e  s t a t e  o f  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n  
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e  a n d  a  f i x e d  s h a r e  o f  t h e  n e t  p r o f i t  d e r i v e d  f r o m  
t h e  l e a s e  o f  n o t  l e s s  t h a n  3 0  p e r c e n t  r e s e r v e d  t o  t h e  s t a t e ;

i £ l  [ ( 3 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  a  r o y a l t y  s h a r e  r e s e r v e d  t o  t h e  
s t a t e  a s  t h e  b i d  v a r i a b l e  b u t  n r *  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  
p r o d u c t i o n  r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

I D ]  ( ( 4 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  t h e  s h a r e  o f  t h e  n e t  p r o f i t  
d e r i v e d  f r o m  t h e  l e a s e  r e s e r v e d  t o  t h e  s t a t e  a s  t h e  b i d  v a r i a b l e ;

( E )  [ ( 5 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  a  f i x e d  r o y a l l y  s h a r e  r e s e r v e d
t o  t h e  s t a t e  o f  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e  w i t h  t h e  s h a r e  o f  t h e  n e t  p r o f i t  d e r i v e d  f r o m  t h e  
l e a s e  r e s e r v e d  t o  t h e  s t a t e  a s  t h e  b i d  v a r i a b l e ;

( F )  [ ( 6 ) ]  a  c a s h  b o n u s  b i d  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d  t o  
t h e  s t a t e  b a s e d  c n  a  s l i d i n g  s c a l e  a c c o r d i n g  t o  t h e  v o l u m e  o f  p r o d u c t i o n  o r  o t h e r  
f a c t o r  b u t  i n  n o  e v e n t  l e -  .  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n  
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

( G >  [ ( 7 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  a  r o y a l t y  s h a r e  r e s e r v e d  t o  t h e
s t a t e  b a s e d  o n  a  s l i d i n g  s c a l e  a c c o r d i n g  t o  t h e  v o l u m e  o f  p r o d u c t i o n  o r  o t h e r
f a c t o r  a s  t h e  b i d  v a r i a b l e  b u t  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  
p r o d u c t i o n  r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

L 4 1 _ n o t w j t h s t a n , d j n g _ a . r e q t i i r c m e n t . j n  t h e  l e a s i n g ,  m e t h o d  c h o s e n  o f  
a  m i n i m u m  f i x e d  r o v a l t v  s h a r e ,  t h e  l e s s e e  u n d e r  a  l e a s e  i s s u e d  i n  t h e  C o o k  I n l e t  
sedimenta rY-basin wh9Js.c? rtjf i^ j)yL!!l^Qmnfi^5iQaerJo_he_LhSLfiBLl9.dj-ill.a_vye!l 
d i s c o v e r i n g  o i l  o r  g a s  i n  a  p r e v i o u s l y  u n d i s c o v e r e d  o i l  o r  g a s  p o o l  s h a l l  n a v  a  
L Q y . a | t y _ o [ _ n v e , r e g e n t  a l {  p r o d u c t i o n  o C . ? i l . < > r  £ 3 3  f r o m  t h a t  p * ? o l  a t t r i b u t a b l e  . t o  
t h a t  lease f o r  a  p e r i o d  o f  1 0  yean? f o l l o w i n g  t h e  d a t e  o f  d i s c o v e r y  o f  t h a t  p o o ) ,  a n d  
t h e r e a f t e r ,  t h e  r e a l t y . p a y a b l e  o n — r i l l  . P m d a c t f o n . o f . o j l  o r . g a $  f r o m , l i f e  p o o ]  
a t t r i b u t a b l e  t o  t h a t  l e . s e  s h a l l  h e  d e t e r m i n e d  a n d  p a y a b l e  a s  s p e c i f i e d  I n  t h e  l e a s e ;

WORK DRAFT WORK DRAFT WORK DRAFT
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a  l e s s e e  i s  e l i g i b l e  t o  p a y  ( l i e  r e d u c e d  r o y a l t y  a u t h o r i z e d  b v  t h i s  p a r a g r a p h  o n l y  i f  
t h e  l e s s e e  i s  ( h e  f i r s t . t o _ d r i l l  a  w e l l  d i s c o v e r i n g  o i l  o r  g a s  i n  a .  p r e v i o u s l y

— •— ____ f
u n d i s c o v e r e d  Q i l  o r  g a g ,  p g p l ^ t h | n _ f i v e ^ e a r g _ o f  t h . g j j f l c c t j v e  d , a t , g - Q f J h g J e a § e j j ! l £  
c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  s e t t i n g  o u t  t h e  s t a n d a r d s ,  c r i t e r i a ,  a n d  
d e f i n i t i o n s  o f  t e r m s  t h a t  a p p l y  t o  i m p l e m e n t . t h e  f i l i n g  o f  a p p l i c a t i o n s  f o r ,  a n d  t h e  
r e v i e w  a n d  c e r t i f i c a t i o n  o f ,  d i s c o v e r y  o i l  a n d  g a s  r o y a l t y  c e r t i f i c a t i o n s  u n d e r  t h i s  
p a r a g r a p h .

* 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 basin that
. I r< ' ' '

(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.
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A l a s k a  S t a t e  L e g i s l a t u r e

State Capitol 
Juneau AK 99801

MEMO

Jack Chcnowcth . . ) . ^
Legal Counsel \’ tx 1

Annette Krcitzer, Aide to ( |Vl 
Senate Resources Committee '

March 12,1996

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. />/_. -l ( - ' ' • t '>•- /-V
t {  \ , i.. i l f ’i'*'.* Wt / '
I) 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 s 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 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(j) - (m), (o) - (u), and (x) - (z);
(3) must be conditioned upon a royalty 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 the Jlrst to drill a well discovering oil or gas in a previously 
undiscovered oil or gas pool shall pav a royalty 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 poqL 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 
Icasc^H ig jaym cm  o f die five pcrccm royally under tins p a r a p h  is authorized only to. a 
holder.o£.a lease who meets die requirements o f AS M l l t t U i f iM h

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

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

Official Business

TO:

FROM:

DATE:

RE:



attributable to that lease for a period of 10 years following the date of discovery of lhai pool 
[O IL 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 I 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 die effective date of 
the lease; the commissioner...

3) See. 2. APPLICABILITY. Hic.provisiMs.of AS.IS .O lllWQm 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 datcof regulations 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.
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CS FOR SENATE BILL NO. 112( )

I N  T I I E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N E T E E N T H  L E G I S L A T U R E  •  S E C O N D  S E S S I O N
BY

OfTcml:
R e ftr ird :

S po iuorfi): SENATE RESOURCES C O M M ITTEE

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 oil

or gas pool in the Cook Inlet sedimentary basin."

BE IT ENACTED BY THE LEGISLATURE OF THE ST sTE OF ALASKA:

• 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*?*;;
i l l  the commissioner shall Issue an oil and gas Iea;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

•1- CSSB U2t )
.Vgy :  ‘. 'n iS a r lin t J  [SCLTTZS TEXT IM C K Z T tS /
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quality 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 area;

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

may choose at least one of the following leasing methods:

£A1 [(!)] 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

removed or sold from the lease;

(B) [(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

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;

(C) [(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)] a fixed cash bonus with a fixed royalty share reserved

to the state of not 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 (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;

I d  ((7)1 a fixed cash bonus with a royalty share reserved to the

slate bas.;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 m in im u m  fh e d _ra y id h L 3 h a rc . the lessee unde r a lease Issued In the Cook In le t 

sed im entary  basin  who Is certified by thc.commtaloncr to have made the first

CSSB 1121 ) -2-
.V #v  " n tS * r  1 i r . i t -1 ' S t L t T T O  ~ t X 7  M A C r m B J
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d isc ove ry  o f  oil or gas in c om m e rc ia l quantit ies f r om  ii p re v io u s ly  n n d is c f ly e rc d o i l  
o r  gas n oo l s l in l l pay  a ro y a l t y  o f  f ive percent on  oi l lease p ro d u c t io n  o f  o i l o r  gas 
f r o m  th a t noo i for a .p c r to d  o fJQ^can .. fo jto>y in .g_ th e d a t .€ .o f  discovery , of oil or COS 
in c om m e rc ia l  Q u a n t i t ie s _ in _ < h e _ p Q o j^ 5_ g c r t in e d _ h y _ Jh c  c om m iss io ne r ,  n i r l-4
t h e r e a f t e r  (he r o y a l l y  pa yab le  on  nil lease p rod u c t io n  o f  o i l o r  f r om  the noo i 
sh a l l  be de te rm ined  and  p ayab le  as specified in (he  lease; a lessee is e lig ib le to nay 
the reduced  ro y a l t y  au th o r iz ed  hv  this p a ra g ra p h  on ly  i f  th e lessee m akes the f i r s t  
d isc ove ry  o f  o i l o r  gas in c om m erc ia l quantit ies f r om  a p re v io u s ly  und iscove red  oi l 
o r  gas noo l w ith in  f ive  yea rs  o f  the effective da te  o f  the lease ; the_co rm n lss ionc r 
sh a l l  ad op t regu la t ion s  setting o u t J h c  s t n n d a rd s^ c n t rn ji* and  de f in i t ion s  o f  te rm s  
th a t a p p ly  to  im p lem en t the f i l ing  o f  app lica t ion s f o r ,  and  the rev iew  and  
c e r t i f ic a t ion  o f .  d iscovc ry_o i l and  c n s jm n ] ty _ c e r t i f i c a t io n s _ u n d c r  this p a r a g r a p h .

• See. 2. APPLICABILITY. The provisions of AS 38.05.180(0(4), added by see. 1 of this 

Act, apply only to leases in the Cook Inlet sedimentary basin that arc entered into on or after 

the effective date of this Act.

WORK DRAFT WORK DRAFT WORK DRAFT

•J*
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A l a s k a  S t a t e  L e g i s l a t u r e

O f f i c i a l  B u s i n e s s
Slate Capitol 

Juneau AK 99801

A M E N D M E N T  # 1
OFFERED IN SENATE RESOURCES 
TO: CSSB 112(LS0808SF)
DATE: 3/11A>6

Page 1, Line 5:
Following Section 1. Insert:

AS 38.Q5.134 is amended to read;
 Sc<lJ 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 c o m m i s s i o n e r  s h a l l  
convert to one or more oil and eas leases all or part, as the licensee mav indicate, of the area 
described in the exploration license that remains after the relinquishments, removals, or 
deletions required by. AS JM5J32(dl(2). A lease issued under this section
___________ f l ) 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) - (z);
------------------ (3) must be conditioned upon arovaltv in amount or value of not less than
12J.flcrccni.of orpduciioiiCACCDt that the lcs: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 a royalty 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 para graph is authorized only to a holder of a lease who meets the 
requirements .o f AS_38.Q :il8tK fl(.4L



9-LS0808VF.1 
Chenowcth 

3/11/96

OFFERED IN THE SENATE 

TO: Draft CSSB l!2( )

1 Page 3, line 9, after "pool":

2  Delete " w i t h i n  f i v e  y e a r s  o f  t h e  e f f e c t i v e  d a t e  o f  t h e  l e a s e "

3 Page 3, lines 13 - 15:

4 Delete all material and insert:

5 "* Sec. 2. RETROSPECTIVE APPLICABILITY. The provisions of AS 38.05.180(0(4),

6 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
8 January 1. 1991."

• 1*



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 w ill not re-invest in their fields or 
work to bring on new fields. This consequently, w ill not bring jobs and growth to 
the Cook Inlet area, which this bill is designed to to.



A l a s k a  S t a t e  L e g i s l a t u r e

O f f i c i a l  B u s i n e s s
State Capitol 

Juneau AK 99801

MEMO

RE:

DA'IE: March 9, 1996

TO

FROM:

CSSB 112 (RES)

Annette Krcitzcr, Aide to 
Senate Resources Commit

Jack Chenowcth, Legal Counsel 
via fax: X 2029 this page only

Please prepare a draft Committee Substitute for SB 112 using the following language. The 
changes arc to the LS0808NC version dated March 4, 1996. I 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

Page 1, Line 6: See. 38.05.134. CONVERSION TO LEASE. As to licenses in thr Cook 
Juki scdimcnLirxfiasim if 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.Q5.131i38.Q5.13-4.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 dqq! willbe eligible to pay a reduced royalty of 
fivcDcrcent 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-.DQQl.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, a lessee, 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 a reduced rovalivrof fiyg 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).
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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 C O M M ITTEE

A BILL

FOR AN ACT ENTITLED . ,.V
» <‘ ‘t

" A n  A c t  e s t a b l i s h i n g  a  d i s c o v e r y  r o y a l t y  c r e d i t  f o r  t h e  l e s s e e s  o f  s t a t e  l a n d  

d r i l l i n g  e x p l o r a t o r y  w e l l s  a n d  m a k i n g  t h e  f i r s t  d i s c o v e r y  o f  o i l  o r  g a s  i n  a n  o i l  

o r  g a s  p o o l . "

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

K“ ■. - v
* Section 1. AS 38.05.134 is amended to read: h  ~ -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(j) - (m), (o) - (u), and (x) - (z);

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

-1-
tfgy-Tfrxe IJHd»rlin*J (CELETED TEXT BMCKETEDl
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than 12.5 percent of production,_.cxcepMhat the lessee who, proceeding under 

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

WORK DRAFT WORK DRAFT WORK DRAFT

Bifflh a- the term is. defined In AS 31.05.17O, 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;

iLqLtafi flv? regent royalty tinder this paragraph is authorfred only to I

aJipldciLQf.a lease who meets th

( 4 )  m u s t  i n c l u d e  a n  a n n u a l  r e n t  o f  $ 3  p e r  a c r e  o r  f r a c t i o n  o f  a n  a c r e  
i n i t i a l l y  p a i d  t o  t h e  s t a t e  a t  i n c e p t i o n  o f  t h e  l e a s e  a n d  p a y a b l e  a n n u a l l y  a f t e r  t h a t  u n t i l  
t h e  i n c o m e  t o  t h e  s t a t e  f r o m  r o y a l t y  u n d e r  t h a t  l e a s e  e x c e e d s  t h e  r e n t a l  i n c o m e  t o  t h e  
s t a t e  u n d e r  t h a t  l e a s e  f o r  t h a t  y e a r ;  a n d

( 5 )  i s  s u b j e c t  t o  o t h e r  c o n d i t i o n s  a n d  o b l i g a t i o n s  t h a t  a r c  s p e c i f i e d  i n  t h e
l e a s e .

*  S e c .  2 .  A S  3 8 . 0 5 . 1 8 0 ( 0  i s  a m e n d e d  t o  r e a d :
( 0  E x c e p t  a s  p r o v i d e d  b y  A S  3 8 . 0 5 . 1 3 1  -  3 8 . 0 5 . 1 3 4 .  t h e  c o m m i s s i o n e r  m a y  

i s s u e  o i l  a n d  g a s  l e a s e s  o n  s t a t e  l a n d  t o  t h e  h i g h e s t  r e s p o n s i b l e  q u a l i f i e d  b i d d e r  a s  
follows:

( 1 )  t h e  c o m m i s s i o n e r  s h a l l  i s s u e  a n  o i l  a n d  g a s  l e a s e  t o  t h e  s u c c e s s f u l
b i d d e r  d e t e r m i n e d  b y  c o m p e t i t i v e  b i d d i n g  u n d e r  r e g u l a t i o n s  a d o p t e d  b y  t h e  
c o m m i s s i o n e r :  b i d d i n g  [ .  B I D D I N G ]  m a y  b e  b y  s c a l e d  b i d  o r  a c c o r u i n g  t o  a n y  o t h e r  
b i d d i n g  p r o c e d u r e  t h e  c o m m i s s i o n e r  d e t e r m i n e s  i s  i n  t h e  L e s t  i n t e r e s t s  o f  t h e  s t a t e ;

( 2 )  w h e n e v e r  ( .  W H E N E V E R ] ,  u n d e r  a n y  o f  t h e  l e a s i n g  m e t h o d s  l i s t e d  
i n  t h i s  s u b s e c t i o n ,  a  r o y a l t y  s h a r e  i s  r e s e r v e d  t o  t h e  s t a t e ,  i t  s h a l l  b e  d e l i v e r e d  i n  p i p e l i n e  
q u a l i t y  a n d  f r e e  o f  a l l  l e a s e  o r  u n i t  e x p e n s e s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  s e p a r a t i o n ,  
c l e a n i n g ,  d e h y d r a t i o n ,  g a t h e r i n g ,  s a l t  w a t e r  d i s p o s a l ,  a n d  p r e p a r a t i o n  f o r  t r a n s p o r t a t i o n  
o f f  t h e  l e a s e  o r  u n i t  a r e a ;

( 3 )  f o l l o w i n g  ( .  F O L L O W I N G ]  a  p r e - s a l e  a n a l y s i s ,  t h e  c o m m i s s i o n e r  
m a y  c h o o s e  a t  l e a s t  o n e  o f  t h e  f o l l o w i n g  l e a s i n g  m e t h o d s :

( A )  [ ( 1 ) ]  a  c a s h  b o n u s  b i d  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d  t o  
t h e  s t a t e  o f  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n  
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

( B )  [ ( 2 ) ]  a  c a s h  b o n u s  b i d  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d  t o

CSSH 112( )
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t h e  s t a t e  o f  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p t o d u c t i o n  
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e  a n d  a  f i x e d  s h a r e  o f  t h e  n e t  p r o f i t  d e r i v e d  f r o m  
t h e  l e a s e  o f  n o t  l e s s  t h a n  3 0  p e r c e n t  r e s e r v e d  t o  t h e  s t a t e ;

( £ }  [ ( 3 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  a  r o y a l t y  s h a r e  r e s e r v e d  t o  t h e  
s t a t e  a s  t h e  b i d  v a r i a b l e  b u t  n o  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  
p r o d u c t i o n  r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

( D ]  [ ( 4 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  t h e  s h a r e  o f  t h e  n e t  p r o f i t  
d e r i v e d  f r o m  t h e  l e a s e  r e s e r v e d  t o  t h e  s t a t e  a s  t h e  b i d  v a r i a b l e ;

£ E 1  [ ( 5 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d
t o  t h e  s t a t e  c f  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e  w i t h  t h e  s h a r e  o f  t h e  n e t  p r o f i t  d e r i v e d  f r o m  t h e  
l e a s e  r e s e r v e d  t o  t h e  s t a t e  a s  t h e  b i d  v a r i a b l e ;

( F )  [ ( C ) ]  a  c a s h  b o n u s  b i d  w i t h  a  f i x e d  r o y a l t y  s h a r e  r e s e r v e d  t o  
t h e  s l a t e  b a s e d  o n  a  s l i d i n g  s c a l e  a c c o r d i n g  t o  t h e  v o l u m e  o f  p r o d u c t i o n  o r  o t h e r  
f a c t o r  b u t  i n  n o  e v e n t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n  
r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

( 0 )  [ ( 7 ) ]  a  f i x e d  c a s h  b o n u s  w i t h  a  r o y a l t y  s h a r e  r e s e r v e d  t o  t h e
s t a t e  b a s e d  o n  a  s l i d i n g  s c a l e  a c c o r d i n g  t o  t h e  v o l u m e  o f  p r o d u c t i o n  o r  o t h e r
f a c t o r  a s  t h e  b i d  v a r i a b l e  b u t  n o t  l e s s  t h a n  1 2 . 5  p e r c e n t  i n  a m o u n t  o r  v a l u e  o f  t h e  
p r o d u c t i o n  r e m o v e d  o r  s o l d  f r o m  t h e  l e a s e ;

L4)_notw jthstand inu_a_re< iu ircment_ in the leas ing  m e thod  chosen o f  
a m in im um  fixed ro va ltv  share , the h o ld e r  n f n lease who m akes  the f i rs t d iscove ry  
o f  oi l o r  gas jp j f l  Qjl f r  t f lm
a ro v a l t v  on  a l l p roduction  u n d e r  the lease o f  f ive  percent 
term Q fih e J f f lS t -  fo l low ing  the da te  o f  d iscovery and th e re a f te r  the ro y a l t y  sha ll he 
d e te rm in ed  and  payab le  u nde r ( 3 )  o f  this subsection : t l
thig-PflrflgraclLjs aathgrJKd only 19 a holder qL a 

dcnarim ttii « .gw an snL9 ( K itin g
sanimittiutKr may, bv.raw M w h rvuuiir

•  S e c .  3. A P P L I C A B I L I T Y .  T h e  p r o v i s i o n s  o f  t h i s  A c t  a p p l y  o n l y  t o  l e a s e s  t h a t  a r c  e n t e r e d  
i n t o  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .
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O f f i c i a l  B u s i n e s s

A l a s k a  S t a t e  L e g i s l a t u r e

State Capitol 
Juneau AK 99801

M E M O
T O :  J a c k  C h e n o w c i l i ,  L e g a l  C o u n s e l

v i a  f a x :  X 2 0 2 9  *  f
F R O M :  A n n e t t e  K r e i t z e r ,  A i d e  t o  (  > ^

S e n a t e  R e s o u r c e s  C o m m i t t e d
D A T E :  M a r c h  2 ,  1 9 %
R F :  C o m m i t t e e  S u b s t i t u t e  f o r  S B  1 1 2 :  D i s c o v e r y  R o y a l t y

P l e a s e  p r  p a r e  a  d r a f t  S e n a t e  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e  f o r  S B  1 1 2 ,  D i s c o v e r y  
R o y a l t y ,  w i t h  t h e  f o l l o w i n g  p r o v i s i o n s :
1 )  P a g e  3 ,  L i n e s  2 1 - 2 2  a r c  f i n e  u n t i l  w e  g e t  t o  " o i l  o r  g a s  i n  c o m m e r c i a l  q u a n t i t i e s  i n  a  

g e o l o g i c  s t r u c t u r e ” .  T h i s  l a n g u a g e  n e e d s  t o  b e  c h a n g e d  s o  t h a t  t h e  n e w  p r o v i s i o n  a l l o w s  
f o r  f i r s t  d i s c o v e r y  o f  a n  o i l  o r  g a s  p o o l  a s  d e f i n e d  b y  A l a s k a  O i l  a n d  G a s  C o n s e r v a t i o n  
C o m m i s s i o n  ( A S  3 1 . 0 5 . 1 7 0 (  1 1 ) )  s h a l l  p a y  a  r o y a l t y  o n  a l l  p r o d u c t i o n  u n d e r  t h e  l e a s e  o f  
f i v e  p e r c e n t  f o r  t h e  p r i m a r y  t e r m  o f  t h e  l e a s e  f o l l o w i n g  t h e  d a t e  o f  d i s c o v e r y  a n d  t h e r e a f t e r  
t h e  r o y a l t y  s h a l l  b e  d e t e r m i n e d  a n d  p a y a b l e  u n d e r  * 3 ) . . .

T h e r e  i s  a  p r o b l e m  w i t h  u s i n g  t h e  p h r a s e  " o i l  o r  g a s  i n  a  g e o l o g i c  s t r u c t u r e " ,  
b e c a u s e  i t  i s  a n  u n d c f i n a b l c  t e r m  w h i c h  w a s  a d o p t e d  a t  s t a t e h o o d  f r o m  f e d e r a l  l a w .  
T e c h n o l o g y  h a s  m o v e d  t h e  o i l / g a s  i n d u s t r y  a n d  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  
f a r t h e r  a n d  f a r t h e r  a w a y  f r o m  t h e  e f f e c t i v e  u s e  o f  t h a t  p h r a s e .

T h e  r e a s o n  f o r  i n s e r t i n g  t h e  p h r a s e  " p r i m a r y  t e r m  o f  t h e  l e a s e "  i s  t h a t  t h e  i n t e n t  o f  
t h i s  l e g i s l a t i o n  i s  t o :  g e t  p e o p l e  o u t  e x p l o r i n g  ( w h i c h  i s  w h y  i t  c o n t i n u e s  t o  b e  t i e d  t o  t h e  
e x p l o r a t i o n  l i c e n s i n g  p r o g r a m ) ;  s i n c e  p r i m a r y  t e r m s  r u n  7 - 1 0  y e a r s ,  i t  f o r c e s  t h e  i s s u e  o f  
w o r k i n g  a  l e a s e ,  r a t h e r  t h a n  s i l t i n g  o n  i t ,  a n d  h o p e f u l l y  e n s u r e s  a  q u i c k e r  r e t u r n  t o  t h e  s t a t e .
2 )  T h i s  l e g i s l a t i o n  s h o u l d  a p p l y  t o  n e w  l e a s e s  o n l y .  A s  y o u  a r c  a w a r e ,  t h e  d i s c o v e r y  
r o y a l t y  p r o v i s i o n  s t i l l  e x i s t s  i n  l e a s e s  i s s u e d  p r i o r  t o  t h e  r e p e a l  o f  t h a t  p r o v i s i o n  i n  1 9 6 9 .  I f  
w e  a r e  n o t  s p e c i f i c  t h a t  t h i s  p r o v i s i o n  a p p l i e s  t o  l e a s e s  e n t e r e d  i n t o  a f t e r  t h e  e f f e c t i v e  d a t e  o f  
t h e  A c t ,  D N R ' s  c o n c e r n  i s  t h a t  t h e r e  w i l l  b e  a n  i s s u e  o f  w h e t h e r  t h e  p r o g r a m  i s  r e t r o a c t i v e .
3 )  T h e  o l d  r e g u l a t i o n s  u n d e r  t h e  p r e v i o u s  d i s c o v e r ) *  r o y a l l y  p r o g r a m  r e q u i r e d  a  
" s t a t e m e n t  o f  d i s c o v e r y ”  f o r  t h e  r o y a l t y  r e d u c t i o n  t o  b e  g r a n t e d .  T h i s  w o u l d  e l i m i n a t e  
p r o b l e m s  o f  d u a l  c o m p a n i e s  d r i l l i n g  o n  t h e  s a m e  l e a s e  a n d  b o t h  t r y i n g  t o  c l a i m  f i r s t  
d i s c o v e r y  f o r  t h e  s a m e  p o o l .
T h a n k  y o u  f o r  y o u r  a s s i s t a n c e .  P l e a s e  . a l l  m e  a t  4 6 5 - J 9 0 7  i f  y o u  d e s i r e  f u r t h e r  
c l a r i f i c a t i o n .



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. 
1 of 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).



Session:
Slate Capilol 
Juneau AK 99801-1182

Alaska S ta te  Legislature
MEMO

Interim: 
716 W 4lh Avenue 

Anchorage AK 99501-2133

TO: Ken Boyd, Deputy Director
Division of Oil and Gas, DNR

r f i

l-ROM: Annette fi. Kreilzer, Committee Aide^Jf— •
Senate Resources Committee

DATE: March 9, 1995

RE: SB 112: Discovery Royalty Credit
*** *********************************** *********************************

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 ) I 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 o f 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
|

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 7/76 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** • 3/88 9/93 ARCO
West McArthur River 12/91 8/93 Stewart Petroleum

’ Niakuk received Discovery Royalty Benefit, expired 3/95.
**Pt. McIntyre 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
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DATA SUMMARY 
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PAfiU

1 .BASIN DESCRIPTION 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 w ith the present Cook Inlet 
wators and immediately surrounding terrain.

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

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

3. OIL & GAS FIELDS (Oil) 7 producing fields
(Gas) 22 total fields (11 producing; 11 shut-
in)

4. E S T jM A IE P T Q m  
PROVED 
RECQ-y.EBABlE, 
RESERVES

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



5. ESTIMATED 
R EIV1 ALNJfiG-Pil QVEQ 
RECOVERABLE 
RESERVES

(Oil) 120 million BO (MMBO) 
(Gas) 1.9 TCF

6 . EST IMA IEP. 
UNDISCOVERED OIL 
& GAS RESERVES

(Oil) 1 .00 Billion Bhls (BBO) 
(Gas) 2 .0  TCF


