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F IN D IN G : Authority for the issuance o f A laska P lacer M in ing IV rm lls com et through th r M isce llaneous I and 
Use Perm it process. A s the regu lations are currently written. a permit under th is section tan  h r issued for on ly 
one year. A llow ing  longer permit periods would create a more stable environment for planning and financing 
m ining pro jects w h ile s ign ifican tly  reducing the work load o f the D iv is ion  o f M in ing

  T I IK  C O M M IS S IO N  R K C O M M K N PS  T H A T : -----------------------

6. The Governor should direct the Commit tinner o f the Ite^irtmeni o f Sutural Ret utiet in t ,d r the 
necessary slept to allow Miuellaneout Ijtru l Ih e  I'ermitt to he rttued fo r pen ml i o f up » o  .1 s n o r t

CITIZEN'S ADVISORY COMMISSION ON FEDERAL AREAS
FINDING: The C itizen s AdvUot < nmm isskm  o f  fede ra l A rras was estaN ohed by the A laska l eg isU rm r rn 
1 9 8 1  shortly after the enactment o f the A laska Naiional Interest la n d s  Conservation A st I b r  Conwnrcston is 
composed o l 1 6  members, ha lf of whom are appointed by the d s n r n w  am i ha lf by the I r g id jU t r r .  inc lud ing 
fm ir sitting leg is la to rs The Comm ission ana //rt federal leg is la tion  regulations and land m irvagrnYM  rdam . 
determ ines the impact of these actions on A laska's c itizens. and n .ike*  r r v o m m rn ja lu m  to  K eb  M a r  a n j 
Federal agencies fee corrective actions to prnHcrm d o o 'te r rd  As f- rrgu la fxm s a ir  fina lly  d o r  I find thr 
case load is rspund ing

D e v e l o p m e n t  of f e d e r a l  l a n d s  a n d  r e g u l a t i o n s  fi<« a s s e s s  a c r s n t  t h e m  is i r r f w t a n t  t o  th r  Stair s r o n m i  T h -  

C o m m i s s i o n  p r o s i d c s  a  s a l u a b l e  a n d  s»*si e f fcciise m e c h a n i s m  t h r o u g h  w h i c h  State o n r m i  r e g a n h e - g  i m r u f r  

m c n t  o f  all f c t k r a l  l a n d s  c a n  t v  e s p r r s s c d

------------------------ T I IK  C O M M IS S IO N  K H O M M IN D S  I1 I\ T : ------------------------

7. The G ote rn rr ami leg iilature th on ljp n n tJe  etj\tn*bd h td re tan  a n d  g f i » r n w a > tf>< u g p v r  I B  

the Cilt.'ent .li/tinirs ( V w n n u i n w  o n  fede ra l I r r a i

COASTAL ZONK MANAGEMENT
FINDING: ‘‘ s t n i u o  tn j A S  «HWI refer l o  i h r  < mrfd f W » s >  C o u n t e d  t t H ' i  i W i t r i  as J r s r i y n )  

t h r o u g h  p u b l K  h e a l i n g s  o t  t h r  1 9 7 t h  a n d  M H  T h r  ( I T  w  a v  t o  firs e *  o u t u l  M s r  f i « »  i « m t w « r  A *  i k r t  

d i d  n o t  arbitrarily u n f r a w « u N y  ir»ns*t s *  e n h a d r  u n r c « d  s u i r s o c o n  l k w » » o  thr V « r  m  i l r t m r j  

t h o s e  S t a t e  C * e s  in S t a t u t e  tsuitenily w t s h  u s r i  a r e  « o l y  r r l r t r o « n J  K  C l t  i r s " t i i « i « i  I h r  M i t w i o  *t» m  

d e a r l y  identify u s e *  u i « h  a s  m . m n { .  lull a d  s r i « « s l  p t s e t t o g  l i m M  k u v n t o g  t n f p u s r c m g  w b m f c n i r  

habitat, e r a / m g .  h i s t o o s  a d  j r d i n i f K a l  i n o u f t e c  «"d a n j  g.*i l i r K l n p w i *  t n t w i m t l  l u f c * x  • *  t v *  

s e t t f e m r n t s  a s  C s e s  i d  S t a i r  C o n c e r n

----------------------------------- t i l l  COMMISSION K K O M M IM K  I l lA f :  ----------------------------------
X. Ih e le ft tL i lu re  JumU  a m e n d  A S  dft ^<f O d d  ***1 A %  M  k M W t l  t o  def*+e r g  « a « M  o # » * n '

lo  r n i a r r  that a ll mtet o f / s 4 r « t u (  M  f« r « < r  t w »  iiftii * * r  eymeAlt
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COAL ISSUES
H N D I M i :  I p  I W O  t h e  A l a « A a  S c a l e  I r j r t < l a i u w  p a t t e d  i n t o  U »  a  n e t *  u a t u t e  »»«r r m i w  m l a m a O n n  

. H m n *  a w l  aftrc m m m j  o n  ilalr. federal. munntpal. a m I  p m a i c  l a n d  a n d  *M rt I n  1 9 * 2  if* I e j r i d a t u r r  p a t t e d  

4 « i mitaf U «  rtrgrar«l«n|r u w t a c c  < « u l  m i r o n p  t<prfai«<*tt m  A  l a d  a  I h r w  i » « t  i a m «  *4Ut m U m * w * j

h o o d i n g  m c x h a n i t r t n  l o  t f * n p a n » o  a n d  i n d o n M t a l t  r n f a f r d  m  m i n i n g  tKfitrtir* A  p i t m a n  d t f f r w i K r  

b r m r w * .  i n  lhal « i u l  m i n i  n r  t ^ v f a l M W t t  a w  < u r r n i l »  r x 4  a M c  I** p a f t n i p a l e  in » h r  S U K ' l  K o t d t n c  p m d  A  

<ha n p e  in M-Mirtf i* i n  i l k m  I d  p u t t K t p i O r * > .  if d r t n r d .  o f  all n w n m j r  ( n m f » i n  a w l  itftfntdual* in

Ih e  S l a W  * l*>n-lin/r |»x>J

  T U I .  C O M M I S S I O N  M U  O M M I M I S  f  H A T : ---------------------------------------

t .  I V  f« n t f» *w  i V « U i m i  I V  W v m tu l  N t w m t i t t  Jo ( * t f x t t r  w v r iN in  .
tn W ,V / v f l / f t f  | W  2 /VOMfMMj t<« tJhrm fi\t iV  •*«/«<».»* r»4 *>f/ M m iif in n yw ii/ i ow l 
I'w/rif./uki/i in (V  ,VMr «f H it Vi i m&wiixiai f»«<l

EDUCATION AND RESEARCH
IIM H M ;: IV  AUd* fcm 'l^ rn J i »Sfc it Nc-~.£- «*t*d an IV fuMu ««h<«4 titinn .
t> w ih r lk cM  It * nta (.» i» f A**d>< * t»i*V*«t «m iV  w ep t ted f^tlrw w u lt *4 n t t x * i f  f«*K«*
IV  i» a <(wfrt4n<( Vi*»tt* rtv iVpwtnr** <4 I ■k.Hvn mini V tlrv(l f««| (V ianvaVa wJ
■t in (K * i> i ft* «*t mJ iIk Alttda M*m**I ad I rtdp Urw'mut I >V( ir> n l« id i AMI Ml I
AMI Ml I i» m ni V iin  .'*$■,*»«M*».’ta «*tu fc l«w!t tV pwnlatdirNi tm.1 rrfli« w M  0̂ thr
Va ̂ -“T m*malt jnJ mtwfc rwiulhi h*tlt tV «.dm <4 a V w n l Sfttu «* t-V HvfiwimrM <4 I dm *«■ « 
« V n  it tt tf'iowsitjTTr It*  p n n . i o j  It j,. Nr* IM r t o y  lt*tl f«* * < ^ p A f > ~ i f A *  f*v<f*a«i «**<» «hr tttfooml t i t t t n t
ffctt W ftim  hat |jw w  i f  V  » HUtir** wiJ n fk it  thr <w(tfi«iKi» iht* hat tittK tl iV  l»  n « t <4
«hf t *«it«r*vr

------------------------------  ?Ht < 0%tMtVMON MM OMMINUS THAI — — — — — i
/!» IV  r.«t«*i.vt w  lV  / i f !  < mMMmt Iff ».•«&$*. *1 «CW thfW9mi+ti ,4 I  Jim•<**»•<* #.•«* mi

ftaffiraJ <• V/wv<4tJ'f.T o* **o fw w « «<* .#* «*u »».*«•/ J*i*l V* A t.apj >■»» *

J* , . ««w «h/ «*., ♦ * * * * < / *v m » i*»t iwia/m tw^fwmiwd Uttittvr’t*m*{ t io-.-iifft* | ffSm I «/«i/

I IM H M . tlK  I Mnnttff AHmiA a o lltn  gn ^tanti Im «Jltt« ir n>f -rtitttnj *Tt̂ mww»t. gutrritu it imJ
Itft Arifttt#! I . tt ftt -ui5rt.{ fik,rt,rt.f fuftA ,. t  tt/ttftu rt, l i t .  MtfHllI WWMItf hnJ l«* .ticitiJltite.il.1
tfl^ tttj *t¥W .lli Ml M t l  tH^ft-M «T tl»lf Mntwttd -ttlJIwHTt llu -V  (■»< Jl<tM> Mtrf f  »»tl >«, M*«Mi* im j M'ttt.tP.Hl 
ftt'i'ijiiimu MK «I«|J|1'ILV iurtfMitud4tt*« yrrtKitr tttti triJWi.HUt'tii** *!Ik Vtifu » aktttttitMlH’Uft***'*, dmrtw (t.m* un: 
MtttoMw* *t'titJ/iMt. tittJ *« Am gn*A«i »t ttmtM't ittMtJ tit̂ \ft<r« twm tutfitt wtiJ .r*tnt ftaWlii ttt**nt**

THm ctti|» ti*if atiM't tifttito *4 I  <4 Adiitd.a gr. ign nm  v>*a n-lotrT» «*» «» rw tJU u  *hg At: (  *mAj't«
MttnitMtirttg Ultt iiVnaa* *4 J r<*** ft  ̂igtttmt mil tt̂ .ntttitNttii «<« lit tt-Vm lf-< l u. ttAtttttu mmt «Hru V ftf. '<>tAt 
.•ttfff it* *om r» vttn.x At i'td. flmttin «tiJ <1 ««t*|itatu>Hti| *»»ttlli fihtmt* iHiHfut 4n*bl jt"*" *»iHtHli| tfttii.iJ
wmtamt a If*  Ok  i M-.tm.fti

— ■ -  ■ T ilt IOM M IVM OS M K t lU M IM lA  THA I —    ■■'
ft /*« f«.M«<«M* rntU Vpitltrtan f+<r>—At lnw?|tw ff»,*v.r-* */. *»« «**,**



M,nin Xlmnith < twtmii iit«o S

I ’SKR KKKS
I I M ) | \ < # :  I m m w i I  u v t  I t r i  l u u  hrrti t u f f r u n l  a t  a  i w j n *  4*1 nff«rttillf I h e  «*♦ p i m H l i n j !  ( t m r m r o c n i  

v n x r  *4 t h r  M a i r  f a t c t  i f c x l m m f  r r s r n u r t  a l l o w  m ?  S t a i r  a f r m  t o  I n  u n » b * m U >  i m p k m c n l  u v r

I n - *  t n i U  nr«ill rti u n o « t f r n J k s l  u w r r a t r t  m  i h e  <«»«l i<4 h a t *  k i i k o  i n j u i m l  H i  c t f i r r m  an*l H w t i n o . w r * .  at 

w * l l  * t  a l l i m i n f  M a » r  a f r n t * r t  i n  n f r r a l r  isrtttdr t h r  I rfitlaliitr't N w l f r t a o  p » v * c t t  . V M i t n m a l l ) .  Ih r  

i n f t r > t v n D i N «  n l  u k i  f r r «  < b m k l  ta rtfullt h i U n t r  t h r  i*or*l I n  p r o r r a t r  i n t i w t  afaiftti i h r  i m f t a m l  i m l  

I 'H t t iM h  a m i  f o u n r t t  fr* ftr t c u . w i  K U K O  a m i  m p n r r » J  ftrtmiit

I n  i n  i h f t r  r r n r r a l  u « t r t n t .  I h r  r m r v o l  t n k t i n  it n n t r n v i l  a h t i l  I r v  « ( h n h l r «  a m i  « ( r u  m i l k

l » « i  l «  i r t h f u t t l  i r t i t m r  a m i  I m l  nU m ****  l l n a n  Nia » r  l U u K a w t  i k n r m n  fo r*  a m i  » n « m n r  tn< 
i t m n v n i i  |<4 t h n  m ( i i i n u i i i 4 i  w i l l  » h « m t i * # a f f  i Q i r o m f f i l  «n itwtvtal r»|4 < < a * » o f i  a m i  i l f t r l p f i w f t l

------------------------------  f i l l  I OXIMISMOS MM'HMMtiMIH H IM ;  -------------------------------

1 2  f 4 /  *"/ , i fu t  I  /  C f t  J n  1 f w J / W l  th f  »<44 1 l * i
.« s j i b x iU  b •» ^*»« 4 it>«  f / ( l i l t f r n r  W  f t W *  M n m  4?/ «/.<•» f t f i

NT v n  I MU IK ISSIKS
| |N |l |h < «  | / f  ulatnis tUlftsW,- » .it | wfwt *4*1 r t i f t iM f  ';r*'iap*J «««fcraf lanqtfi «t ntY*' if*»*,‘>
IT. It «Su nirtifs u< r m « r  In, |Y»|ififhi lAttfViJ lff«i»i*»<«i mt'W&J pHn-tuSt f rrfAntim mij
* r t i f 4 « « h i k v  I V  *.*■.,;** ft- jrntflll* > A v * w m «  wurtil ;« focuBeV'* e h *  w w f t A J  f*4ii«Ti>4 fllmnfft, t n j f » « " » J f  In* 

i tw .V ie f jM i «**•«• <’M gwauimt !>'« <t«-f4W’f* t \  utmft** H'1**1* r H" ,f >̂,,T' m Otnianlwa Kfto-rvw f***irtr
» t | A u « « t  tilt III \ I d M 4 H H  *'t V l r t K *  llllj lftl( 1 S  fl.-*, „ t  \ |  .»,f • |,«t JfMf,, r-v/UKUul «»|f itaJ-li* JTlJ

4/nHi/i"a» ■'! < tvwioj wftfctfgfmwmj m itl iJMu
  f i l l  l  i l\ |M |vM O N  MM OMMI M rs I I H I --- ------------------------------------
t I  * fsMirf** ffrt.-Hili f w  **>*• H‘J! a.-> a>l->v pfk'itl n> a w v S w W  4 ».» K r  « t  «><*> rftw f w « i  t'lf (r^i’urv I tfvuvfn

« >HlJI/ (7>4•»¥»»<■• ♦tictfn /iff,, u/*,f |W »>*f >u/h‘* 44*|xl 4M.'/V A(.54yvlM *V**<4 «4jT
JNtffVMt* l/a  IWfAnMT*!, | l  * * flVIWrV , f tv it jir f t V*f .'Vtvfu/ *V4* fk l4U  4tT

**"*&* 4 <M*\i l><4 *'*«<«.'/ *»//♦,t / V'lii M A4l**ir t fti.'i*t\A f w

tlJU’Jl *•■ ■#'" It lf i iH  f  »,«n*f.-W) *<i'4UA'M »/> Wt. 4 fx'/!4 //tlA' «’ '» **4»a*4<’»»l«J >’»f »*l/

•• t * {'ttiitfl.'tt i Wll.'lmi * M  *,< JfHiitlJ , 44* */<*4> *a/r'4<14 4 i-4**l4*»* f  < f • A*ir^4

♦»(/,* W<444h '/<f 4» f*4fl (,, IKX4 *.•• 4 '»IA*4*«»«4M' ,‘(f rv/t*4<4 !<■ »*(*4 Al/*»hi*» »A l|l ,*V< v», t4l4 I *«4i
l/<V4.'i«4*4*14

I U M IM  I 1 \ |  D IM  i i \ k i ; k s

I IM H S t *  VHn n |k4yi«-4ticttii 4? I  itr<>tt.ititMn»n*<1 I  ttiwr* iti 4 A |H  t ' h Utat w iliv*"'*
n tll m uittu itn  rt» rtw a m i m j '  tn A iM W t >41 •> # » i «♦» *»H i»n»t{ *»> AnfioMtWI ®< ttrttiA  m u  ,•<!.»> «  ii.-a o  huh  l* ln t

-n^iitu-i Hi i f f l m  Si ii Iv -m il nfKu ‘W'lttti M » nit mi iiiiiiit'fUi't irti %!|ma.i« 4*1m h  ircmlh iit»n«3 J liv  1m‘ ju  t <>4f hiCtl 
ili^ jm J *  iitiu m il Hi hi Jt '4t1ni( •ilii.'t-mi . inm i u .u  m. mul 4 m*rti < K, it* im  iltt l lh |  >t||t)Wl( IM p t f tW*$W |f 41*1* 

mij>nniti'< ii.ni.iti m nnniliiiSnJ >iiii4i» Hi IW  fc? 4CW tKlniii iflitu 1 mu fm»»« ' * ftni'ton* ’••1  Awful* » if
ill I l ia .m id it i .  V rntii'v  Mil" Irtn H HH> -Iu n i i i tH iim -v  m m  n» n u n  «*i M » A  a «*n n « h r * '!  i> fwasfttn tttitin /'
Hv* -in  I f t i f  m ^ m o t ii  11 % | if «  < I t *  tfliitt 4< i*t mimI * 14‘ i i l ir  1 m i 4 i s « H i i f  At* m jH i “ J V I  <«•> ft* . M t«w lj;«u il a * * t4 «  4 \  

a* • > vfiii H. ifH'î 'ti't ifliiti V-tH lî mfl mhH h'rttfl « nim hh n> »t* ♦» |>i»'im«'4l



Almkn M tnnn li ('nmmisiitm 6

C l e a r l y .  thit r c p u U t o r y  l a t t p o a f c  it t o  b r o a d  A t  l o  i n c l u d e  »»»• .1 o u t d o o r  ait it m e t  m  th e  S t a t e  I h e  D e p a r t m e n t  

o (  I -ivt h a t  m a i n t a i n e d  tha* n o e t e m p t u m t  a r e  a l l o w e d  aiul that A l > l  (' m m !  (et|uirr a  p e r m i t  for all d i n h a r p c t .  

r r p a r d l c t t  o f  t h e  t o u r t e .  t y p e ,  or t n t i p n i f k a m c  o f  t h e  d t k h a r p c  T o  ilate. A D T . C  h a t  t h o t m  «*nly t o  r e t p d r c  

a  p e r m i t  (of t e l c v t e d  m i n e r a l  «lfilltn|; atlititiet T h i t  t e lrclite e n f o r c e m e n t  o f  a  h a d  r e p u t a t i o n  it a n  c i a m p t c  

o f  p o t e r n m r n i  at tit w r t t

------------------------  T I IK  C O M M IS S IO N  R F C O M M K N H S  T I I\ T :  ------------------------
14. Thr Mniin I rgnhilutr ihtmLI omrrul AS 44III.I TOD lit rtrmpi ihmtnntnr iiiliiitir i. inrlinling 

mmrnil dulling. rrihun #i*n iff in Non itrlltifiri. nrnl marine hdgr pumping /rum rrifwnng a ll'uitr 
thipnuil Primil Sprnfunlln. mmrtul drilling in mhuh ihr on/t diuhargrt »*r (n*umf up for4. 
mtiirt. oral ht,tJrtnhL»Hr •uUilnri, I* huh otr H ’.A upf*hnrd fat m ilrru r II drilling I. i hi mid hr 

 rtrmpird________________________________________________________
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PART H: FEDERAL ISSUES OF STATE CONCERN

MINING LAW OF IH72
HNI)IN '(» : f rn p tn rd  change* in  il»c 1872 M in ing Law embodied in ihe M inera l Lxp loration and Development 
Act of IW . l (S2'7| and ihe companion IIK322 would have a severe ad vene  e ffect on m inera l exploration, 
development ami prodtK lion «*n federa l land» in A lad ia  Alternate b illv . (S77S ami I IK I70H), modeled on 
workable elate law v offer rcatoru ih lc accutancc* for tnduvtry Mahilit)

--------------------------------------------- T IIK  CO M M ISS IO N  RKCOM M KM IS  TH A T :-----------------------------------------------

15. Ih r  ( i tn r tn o r . in ton /un flion  m i ll ih r (V w r r r n i K f ld f  Ih trg o tio n  am i ih r IVertrtn (h n r rn o n  
I  i n *  inimn. thtnt/J nm lm u r opm u tton  In ihnng rt In ih r I  r i lr tn l M inm f /a m  that m m lil n J v rn rh  
n f f r r l m tn rtn l i lr t r lo p m rn l in M a tin

ANILCA PROVISIONS
I  I M U M i :  fn  o rd e r l o  a««u rr p t x i f r  o l  the A la « la  S j I n i u I  In te re u  I a n d t  C c n t e n a t i o n  A i t  I ANILCA) m 
|7 * » .  i h r t r  » n r  w v r r a l  K c t r o m  in c lu d ed  to  p ro tec t p r r  c t n t m f  r i f h i i  S e v e ra l p m iM o m  w«m ld a lh m  m in e ra l 
i l n r l < f n i r n t  m  «’ t  n ea r H h r n m e  w ith d raw n  la n d  In k -  \ l  a W i n v J  a v e r t *  * < ih *  ih e  ( ' u n w o r i h i n  S v i t c m  
1 ‘ n it*  t C .S l ‘ 1 S e d n v tc  lO ld a m l  I l2M v  a u u t r J  that n o  r m t r  la n d  in  , \ l n l a  h iw U  I v  o n u J r t n l  l «  r v «  C S I 1 
i<i M im b r «k»ifn.*i»*'<o Sectnm *. | n i h  a n d  I H i jh  p ro v id e d  a  m r d u n n r n  fo r  the S e c re ta t }  «<f the In te r io r  to  
a d ju t i the h v im lK K i  o f  C M ‘  i *  l o  c t ih a n g e  tam l« w ith in  th em  to  e v i ln d c  m in e r a l i / r d  a rea *

---------------------------------------------  f i l l :  CO M M ISS IO N  K M  OM M LNDS THA T :----------------------------------------------
/A  fW  I n n r n t o f  ttnJ I r ( t i lo t » * r  th on ifh  ih r > ln k < n o  t * i * w f ‘ i  of/if r  Ih r SUttr t U a d m p iM i  / M ‘ 
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Alaska Minerals Commission S

a d j a c e n t  l a n d s  a n d  l a n d o w n e r * ,  w o u l d  restrict o r  d e n y  a c c e s s  a n d  r e s o u r c e  d e v e l o p m e n t ,  a n d  w o u l d  violate t h e  

" n o - m o r e ' ' c l a u s e  o f  A N I L C A .  S u c h  interna t i o n a l  classifications aa *  politically irreversible a n d  e f f e c t i v e l y  g i v e  

u p  s o v e r e i g n l y  o v e r  t h e  a f f e c t e d  lands.

-------------------------------------  T I I K  C O M M I S S I O N  K K C O M M K N D S  T H A T :  --------------------------------------

17. Iltc Governor ami the legislature. through the Congressional Delegation the Stair's Washington, 
H C . office, anil hy letter to the Secretary o f  Interior, should vigorously and resolutely oppose the 
creation o f any International Dark. World Heritage Site, o r International,Marine liiosphere Reserve 
in Alaska o r in waters adjacent to Alaska.

US C ;E 0!.0 (,K ’AL SURVEY AM) BUREAU OF MINES
K I N D I N C :  C o n g r e s s i o n a l  p r o p o s a l s  t o  a b o l i s h  t h e  U  S  O e o l o g i c a l  S u r v e y  ( i ' S f i S )  a n d  t h e  I ’ S  B u r e a u  o f  

M i n e s  i l’S H M i  fail t o  r e c o g n i z e  t h e  i m p o r t a n c e  o f  t h e s e  a g e n c i e s ,  e s p e c i a l l y  in S t a l e s  s u c h  as A l a s k a  w h i c h  

c o n t a i n  c o n s i d e r a b l e  g e o l o g i c  h a z a r d s  a l o n g  w i t h  h a v i n g  n a t u r a l  r e s o u r c e  d e p e n d e n t  e c o n o m i e s  w i t h  a n  a b u n *  

d a n c e  o f  n a t u r a l  r e s o u r c e s  l o c a t e d  o n  f e d e r a l  I m d s  T h e  t ' S O S  is th e  n a t i o n’s p r e m i e r  w a t e r  a n d  c a t t h ' s c i c n c c  

i n f o r m a t i o n  a n d  r e s e a r c h  a g e n c y ,  h a v i n g  a n  e v e r - i n c r e a s i n g  i m p o r t a n t  role in l a n d  u s e  a n d  e n v i r o n m e n t a l  i s s u e s  

S i m i l a r l y ,  t h e  U S B M  is t h e  p r e m i e r  a g e n c y  r e s p o n s i b l e  for p r o v i d i n g  i n f o r m a t i o n  a n d  a n a l y s i s  o n  m i n e r a l  

r e s o u r c e s  r e l a t e d  issues, i n c l u d i n g  w o r k e r  safely a n d  a d v a n c e d  t e c h n o l o g i e s

  T I I K  C O M M I S S I O N  K K C O M M K N D S  T H A T : --------------------------------------

M .  Ihe Gosrrnor ami Ihr legislature. should work *%ith the State's Congressional Delegation lo  assure 
turning fo r field office* o f the V S  Ceo logna l Sun r » ami the V S  Hureau o f Mines in Alaska
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A L A S K A  H I U Z R S  A S S O C I A T E S .  I S C .

Alaska’s Place in the 
International Minerals Industry

By STEVE BOR ELL

At a time when investments in m inera l exploration 
are leaving most areas o f the western United States, 
A laska m inera l opportunities are again catching the 
attention o f m a jo r raining companies.

The debate over change* to the federal mining law 
ha* resulted in extreme uncertainty for the I'.S . mining 
induatry Finding and developing mineral* project* 
require* many year* of secure unure (c learly  established 
right* if an economic depo*it i* found). Without secure 
tenure, year* o f work and many ihouaand* — if not m il­
lion* — o f dollar* are at n ik .

Becauae o f the uncertain 
future o f the federal mining law 
during the paat four yean , 
m ineral*companies havtgreat- 
lydecrea* c  their exploration in 
the United State* and have 
moved their exploration dollar* 
to counme* having a friendlier 
attitude toward minu.g and a 
more ttable climate. While un­
certainty haa increased for min­
ing on U.S. federal lords. o u w  
countnee. including Mexico,
Chile. A rgentina t a i  Papas
New Guinea, hava dMB#ed theu tun ing law* to «n 
courag* mining inveaawata and U> provide secure and 
tenure while eliminating or reducing royalties.

Thee* counmas have determined that th ru  cituen* 
economiaa and government reveouae receive the great#tt 
benefit* when mine* are built, jobs are createq and 
companies m*ke profit* Once mines and ,oba are n 

place, thaae govemreenu obtain revenues by taxing 
those facilities and the personal income o f miner* and 
lupplier*. a* well u  corporate income.

E x p lo r a t i o n  H o ld *  O n
While a mass exodut o f investment from the Luwer 

t8 haa occurred. A ,an *  haa h*ld fa ir ly  even, and 
eip loration investment* tn 1994 may actually show an

However, even with 
the negative legacy o f 

the past and the 
current regulatory climate, 

the potential fo r future 
mineral development is 

excellent.

ncrease. There are two primary reasons for this situation 
First, the state of Alaska now holds title to about 

million acres o f land, and once all land transfer* are 
complete, it will have 104 million acres, an area nearly 
the see o f California, will b« open to mineral exploration 

Second. Alaska Native corporation* own about 14 
million acraa o f land, and they are actively promoting

their Land* f i r  mineral explo­
ration and development. Most 
o f theae land*, both sue* and 
Native, were selected because 
they had high mineral potent:*!.

The bad news u  that Alaska 
continues to be dogged by its 
reputation o f b#tng a difficult, if 
not bad. place to do basinets 
High coat* and lack of inrra- 
stnictoxahavabaen maiordeter- 
rants, bat past uncertain and 
tenure has bean the greatest 
concern. In ih* past, issue* like 

di2f land* debat*, which lad uo to ANILCA Alaska 
National Interest Land* Conservation Act), the An- 
tiquine* Act. inhold in f*. valid m ating  rights, etc.. forced 
many corepants* to Isave Alaska. Thee* issues are 
generally behind us now, bat a* with a ll resource 
industrte*. mineral development is betng (mothered by 
constantly expanding, overbearing state and federal 
regulations.
M a jo r  Mining Pro jacti

However, even with the negatrve legacy o f the past 
and the current regulatory dim au. the potennai far 
future mineral development is excellent. In fact, (here are 
now seven major mining ptujsct* that could be n con 
it ruction in the next two years.



Theee project* wouid create more than 3.000 ;oos 
during construction and over 1,600 permanent, year' 
rouno. skilled. challenging, good-oaymg jobs once min­
ing begin*. Each of thsseven project* etill has significant 
design. permuting, marketing and/or financing chal­
lenges to overcome. Thu*, there are no guarantees, but 
the future is certainly bnght.

A* for exploration, the lifeblood o f future mine*, the 
level o f exploration in Alaaka thus far in 1994 appears to 
be ahead o f 1993. This year s exploration seems to be 
characterized by manv imall to medium size projects 
rather than a few large-scale ones.

M a p p in g  G a in s  G ro u n d
One reason for excitement: the result* from the 

state's 1993 airborne geophysical mapping program. The 
project mapped four area* o f A laaka where private 
companies now are focusing de uled exploration. Thia 
program, which included pnvate funding, developed 
geophysical data that can now be purchaatd from the 
state s Division of Geological and Geophyaical Surveys. 
(The agency la located in Fairbanks at 794 University 
Avenue. Suite 300. 99709-3645. and can be reached by 
phone at (907) 474*7147 or fax at (907) 479-4779.

By conducting such a program, the stat* o f A laska 
ha* mad* an investment that will be available to ail users 
for many decades. Many nations already have geo- 
phyaically mapped their entire land area*. A* A laska

continues (his mapping, it will develop a lompen:;-.e 
base of data and will begin to even out the advantage 
often heid by other countne*.
W a r O n T h e  Wegt

Because o f laws that now protect private property 
rights and secure land tenure, the jnmediate future for 
mining should be positive. However, the biggest unknown 
facing all resource development in the western United 
States is whet l* known ae "The War on the West.'' The 
attack on the federal mining law ia one aspect of this war. 
but there are many more. Laws are being changed to 
make it easier for "no-use" groups to block projects: the 
federal government ia settling environmental suit* out of 
court in ways beneficial to those opposing development: 
and contracts and leasee with the federal government are 
being canceled.

These are ominous signs, and we am  only hope they 
will be reversed. I f  not, the current poeative outlook for 
mining in A laska and the jobe mining can generate will 
be snuffed out before mining can provide the diversifi­
cation A laska’s economy needs.

S tt1 1 Bortll is a registered pro/tssw nal engineer in 
A laska. Colorado and North Dakota urith m art than 20 
>ears experience in coal and matalt m ining throughout 
th t United States and in Canada and South America. H t 
it executive director o f ths Alaska Minors Association.

alassa n:s:?.s a:::c:atich, me.
501 W m  Northern L *h u  9l»d Suit* .'00 Anchors**. AlseU 99003 

Phone 9071 :*§-0347 Fa* »7> rb'NAH



A L A S K A  M I N E R S  A S SO C IA T IC S .  IN C .

ALASKA
America's Sleeping Giant 

for Minerals
A laaka now provide* the greatest opportun ity  fo r m ine ra ls  ex­
p lo ra tion  and development in ail o f  N o rth  America.
There i* more land  in A la sk a  open to m ine ra l en try  than in any  other 
western state. As com pared to o ther pa rts o f N o rth  America, A la sk a  
has had very litt le  m ine ra l exp lo ra tion  and ve ry  litt le  m ining. M a jo r 
world class deposits are known to exist, some o f  which o re  being 
developed at this time. A nd ju s t as im portan t, as oil production from  
Prudhoe Bay decreases. A la sk an s  are encourag ing m inera l develop­
ment and see it as hav ing  the greatest hope fo r sign ificant future 
economic development.

Alaska Has a History of Being 
Elephant Country
Alaska is known for it* mineral elephants. The 
copper deposit at Kennecott provided the has* for the 
modern mining giant o f the tame name and con­
tained ore grading a* high a* 70% copper with the 
average mill grade for the mine life at 12%. The 
AJaaka-Juneau underground mine milled 12.500 ton* 
per day in the early part o f this century and will 
likely re-open at 22.500 tona per day. The Graena 
Creek Mine has produced 7.6 million os. silver,
37.000 o l  gold, and 56.700 tons o f lead-xinc concen­
trate* per year. The Red Dog mine has produced more 
than 550.000 tona o f nnc. lead, and oombined con­
centrate* per year and at that rate ha* a mine lif* o f 
more than 50 yeara. Th* recently discovered (1969) 
Pebble Copper deporik ts know to contain at least 500 
million tons grading 0J6%  copper and 0.012 ot per 
ton gold.

It is estimated that th*r* is as much coal in Alaska 
as in th* remainder o f th* IT.S. combined. A ll o f thia 
coal is v*ry lew euifur and it is well positioned to 
compete in th* Pxciflc Rim with coal* from Australia 
and Indonesia, in addition to federal and aisle 
owned coa l there is also pnvateiy owned coal m 
tom* area* and these private owners are actively 
working to develop thaae coal fielda.
Many other elephant* are known to exist Seme are 
being reevaluated for application o f modem mining 
and extractive technologies. Others are being evalu­
ated for inArasturctur* development

Alaska Has Land Available
It ia well known that the U.S. Congraaa baa estab­
lished many parks, preserves, refuges, etc in Alaska 
but there is stxll a tremendous amount o f federal, 
•tate, and private Native Corporation lands that are 
available for minerals development The amount of 
federal land open to mineral entry (49.6 million 
acres) is larger than th* entire area o f the states of 
Washington. South Dakota or Nebraska.
Th* amount o f itsta land open to mineral entry (95 9 
million acres) is nearly th* sixs o f th* entir* state of 
California. Much of these stats lands wars specifi­
cally selected because o f thair high coal and hard- 
rock mineral potential. State Law encourages and 
even mandate* development o f resources.
Native Corporation!
Alaska is unique in that twelve Native Corporations 
own more than 44 milHoo acres o f private land.
Much o f thaae lands were selected specifically for 
their mineral potential before moat State selocuons 
or th* establishment o f th* parks and refuges.
Thaae Native Corporations hav* been in existence 
for more than twenty yean and have tried many 
avenues to develop jobs for thair regions. Because of 
Red Dog and other • mailer projects they have seen 
what mining can do for th* economy, especially m 
remote areas, and they went economic development 
for thair regiona and joba for their people Thee* 
Native Corporaoona are not ‘ raaervaQona '. they a t  
modern buameseee and they are actively m ann ing  
their lands for mineral devalopment. ____



Alaaka is Essentially Un-Explored
Because o f past federal and state policies, the cli­
mate. remotenea*. and a short summer exploration 
season. Alaska has had relatively little exploration • 
far leas than any other part of the United Statea and 
less than most other parts of the world. The surface 
is typically covered by forest, tundra, or snow  and 
ice and is not readily visible. The new exploration 
techniques developed over the past JO yean have 
been applied to cnly a few small areas o f th* state, 
much lesa than i  *>■

Alaska Hat Stable and Progressive 
Tax and Regulatory Policies
Alaska haa a 7% net profits mining license taut on a ll 
mineral production, a 3% net profits royalty on min­
erals from etatc lands, and a graduated claim rental 
beginning at 50.50/aere. Alaska state corporate 
income tax ia 9.4% if net profit ia more than a set 
threshold amount. Alaaka does not now hava a 
statewide sale* tax nor a personal income tax. In 
1992 th* Alaaka Legislature passed a bill specifically 
exempting maitu mineral reserves from taxation 
unnl they art/ mined.
Alaska's mining reclamation statute is logical and 
reasonable while aull ensuring that tha area mined 
i* left in a stable condition that will provide for pub­
lic safety and not pollute the environment. The sta­
tute require* bonding in th* fairest possible way. The 
miner is held responsible for th* reclamation but a 
bonding pool is available that providaa acceea to 
bonding and limits the miner's cost to payment uito 
a refundable escrow account and a small annual 
service fee.

Alaska Want! Mining
Alaskans are beginning to recognize that mining 
haa the greatest potential for economic development 
and new job* for a ll areae o f tha state. O il production 
is declining at a rat* WT% per year. Harvesting 
timber is coming under hweaeed praaeure and will 
not provide new jobs and economic development. 
Tourism is important and may expand but primarily 
with short term, seasonal, entry-level job*. Commer­
cial fishing is already over-allocated and th* future 
o f that induatry will be with the courts deciding who 
will get the fish. That leaves mining. And mining 
can provida challenging, skilled, good-paying, year 
around jobs for a ll areas of tha n a ta

Alaaka Mow Haa a Growing Mining 
Induatry
During the next 18 month#, nut mining projects in 
Alaska will be at a stag* where they could make 
decisions to begin construction of major mines. Now 
is the first time that auch a statement could have 
been mad* since 1902! Thera are no guarantees.
Each has tignificant design, permitting, market 
and/or financing challenges that must he overcoma 
and th* owners are working on these remaining 
challenges.

Shouldn’t You Bo Part of This 
Exciting Time in Alaaka?
There ara various ways to approach mineral explora­
tion in Alaska.
« Contact tha state Division o f Mining, Bureau o f 

Land Management or th* U.S. Forest Servic* to 
learn about ihetr respective Lands.
• Contact th* 12 Nativ* Corporations for informa­

tion on leasing their privately owned lends.
• L’ se the Alaaka Miners Association annuel Ser­

vice Directory to contact mining oompeniee now 
operating in tha atete or to contect independent 
prospectors, geologists, engineers and others that 
have prop«ru*s or know of properties that hava 
already been discovered.
• Attend the A laska Miners Association annual 

convention and trad* show that is bald in Anchor 
age each y e a r du ring  tbs firs t  w eek o f  
N ovem ber.
• Attend the spring Bi-annual Placw Conference 

held in Fairbanks (even years) or th* apnnf Bi­
annual Confaranca Juneau held in Juneau (odd 
years), both organized by the Alaaka Miners Associ­
ation. 4
No matter whet your level o f interest at this time, 
you will want to join th* Alaska Miners Association 
to stay abreast o f even la in th* 49th ita ta  Member- 
ship include* th* annual Service Directory and th* 
monthly journal T he  A laska  M iner. Ca ll or wnt* 
today to:

A laaka Miners Association 
501 W. Northern Lights, Suite 203 
Anchormga AX 99603 
Phone (9C7) 276-0347 
FAX (907) 273-7997
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National Park Service

U.S. Fish & Wildlife

U.S. Forest Service

Bureau of Land Mgmt.

D epartment of Defense

Subtotal

State lands 
State Parks

Admi n i s t r a t i v e  
Mineral Closures

Other State lands

Met S e l e c t e d / T A’d

Subtotal

Private lands 
Native C o r p o r a t i o n s  
Otr.er Private

Subtotal

T o t a l

LAND STATUS IN ALASKA 
(Millions of Acres)

Total
T£lal "W; (.depress”

54  . 7 

7 7 .  1 

2 2  .3  

5 7 . 9  

2 . 5

I T s T o d )

3 . 2

5. 3

3 2 . 3  

13 . 5 

5 . 7

2 . 4 ( 2 )
2 3 . 0 ( 3 )

3 2 .

7 7 . 9

1 8 . 0

1 0 4 . 4 ( 1 )

4 5 . 6
0 . 5

4 6 .  1

3 6 5 .  5 3 2  . 4

Total 
Closed to 

Mining

5 4 . 7  

7 7 .  1 

5 . 7

2 . 4
2 3 . 0

2 . 5

1 6 5 . 4 ( 5 )

3 . 2

5.3

0

0

m

0
0 . 5

o T s

174 .7

/  *• -  i 3 -

Total 
Open to

M in in g

0

0

17. 1

32  . 5
0
3

497?

0

0

7 7 . 9

1 3 . :
95.9

4 5 . 5 , 4 ,
0

4 5 . 5

1 9 1 .  1

{1}

C )

(3)

( 4 )

(5)

Final acre* that will result after all State and N a t i v e  Land Trans

W i l d  and S c e n i c  River Corridors total ap p r o x i m a t e l y  2.4 m i l l i o n  acres 
and these are managed the same as W i l derness d e s i g n a t e d  lands.

N a t i o n a l  P e t r o l e u m  Reserve Alaska is e f f e c t i v e l y  m a n a g e d  as Wilderr.e:

O p e n  to - i - m g  if leased from Native Copora tions.

AS A COMPARISON: Texas has 168 million acres. OR This 155.4 milli
acres, is equal to the TOTAL combined acreage of New York, New Jars 
Pennsylvania, West Virginia. Ohio, Indiana, and Illinois!!!

• See Map on back for actual comparison of area by States!!!





Issues o f Concern 
to the 

Alaska Mining Industry
Fa il 1994

It is the position of the Alaska Miners Association that:
1. Th« S u t*  continue to purau* (he J29 billion law- 
•uit againat the federal government for actiona that 
hava limited tha economic viability o f fader aJ I an da 
in Alaaka.
2. Tha Governor eatabliah a maximum epending 
lim it o q  th a  itata operanng and capital budfata
iincluding all aupplamantala) and uaa hia line item 
veto to anaura that thia limit ta not exceeded.
3 Th* Governor oppoM all nrw federal with­
drawal! and fight vigcroualy againat addition o f 
buffer* or further laetncnona to mulup lt uaa o f fed­
eral lar.da in Alaaka. AN1LCA < Alaaka National 
Intareet Landa Conservation Act o f 1980) provide* 
that *'no more' federal land will be withdrawn for 
parka, praaarvaa. monumenta. wildamaaa design*- 
aona. wild St scenic nver daaignaaona. ate.
4. The Governor oppose eeubliahment o f inum a* 
Qooal h an Lag a parka, manna bioaphara raaarvea 
and. or world hantaga aitaa covering any pan  o f tha 
Seward Penineula. Eastern Russia. and tha Baring 
Sea. or ANWR. . r  any othar area o f Alaaka. In um a - 
oona l daaignationa would • 1) aurreodsr sovereignty 
•jo  the United Nanona. 2) forever a lim m au accaaa 
acres* tha earning federal conservation ayatam 
unite, and 3) preclude tha possibility o f pipeline# 
through thoe* landa o r 1
3. Tha Governor 
whereby no 
refuge*, anneal 
m cttd u m  
from auch d

ru»d tha Legislature follow a policy 
weald be made to state par aa 

or othar apaciai raw  
m  equal acreage la released

6. The Governor begm to develop new  road  a in lha 
Itata . even without federal assistance
7 Tha Copper River Highway to Cordova be com 
pitted.
§. The Governor cononua to agfraaaivaly punua
tha nghta o f tha S u ia  o f Alaaka regarding R S I* * *  
n g hu -o f way. both *im in is ire uveJy and tn tha 
couno and that tha Legislature provide funding 'o 
anaura Uue va dona
9 The S u m  aetabluh mraaovee eo Alaaka pro acta 
can effectively oompeu for invaeunent dollar* n in* 
in um aL on a i minerals in du e  try A  significant

amount o f exploration invaatmant haa now |*f\ tn*
U S due to the fact that many nanona have m tso 
lianed incentive* u> encourage new exploration and 
investment
10 Maintain aupport for an ongoing program of 
Su m  invaatmant in airborne gtophyaical mapping 
(ndicattona are that the SUM ’a 19(3 invaatmant of 
1300 000 for airborne geophyncal mapping haa 
already resulted in u iou a ad  exploration activity 
tnat would not hava otherwise occurred.
11 The Governor, in conjunction with the Congree- 
uonal Oalrgation and tha Western Governor* Asao- 
ciation. continue opposition to change* in the Fed 
tra l Mining Law that would adversely affect s in tre i 
development in Alaaka.
12. The SUM inoorporaU ooet-beoefit anaiyaia 
wtieoever new  regulations are daveioped and *h*o 
ruaang  regulations i n
13 The S U M  incorporate risk-level eaaeeimvnta 
when aaub lia1 ng and modifying i u u  » * u r  quauirv 
ttandards in place o f rigid numanc atandarda
14 The Sum  adopt leglalaooa that wUi provide * 
comprehenaive liability (tom  reform.
13. The Su m  adopt legislating to allow for miner 
JiKhaxgae o f solid or Uqaad waste. Aa now written 
i u u  a u tu u  i* so brood that a permit la required for 
any discharge o f solid or llqmid waau "into the 
«aure oc onto the land." irrespecti ve o f the emc—“.L 
I f  applied liM relly thia would indod* • bilge »»irr 
water from borne craw) eparea. washing down f a 
aidwaik or home driveway, water well drilling, 
exploration drilling. gardening, excavaoon 
c au d  with conacre coeo projects, etc

F o r fu rth e r in fo rm ation  on  tha above issue* 
or for information regarding explore non and mr. 
,n AJaaka please coeu c t 

Steven C Borell. P K.
Eaerunv* Director 
A laaka Miner* Aaaea apon. Inc 
301 W North we Ligbu Blvd.. *203 
Anchorage. Alaaka 99403 
• 907) f”6-0347 Fag.. 107) 2Tb f t ?

I



A L A S K A  M I N E R S  ASSOCIATION,  IN C .
501 W Northern Ltghli Olvd , Suit# 203. Anchorigo. Alatkx 99503 ra x  (SOT) 774-7997 T*i*pnon* (907) 276-03*7

April 14, 1995

Honorablo Loron Leman 
chairman
Senate Resources Committee 
State Capitol 
Junoau, AK 99S11

REi HD-197, Exploration Incontivea

Dear Senator Leman,

The Alaaka Minora Aaaociation wlahea to go on record in aupport of the current 
Committee Subatituto for House Bill 197 which providoa financial incentives for 
companion and individualo to explore for and develop mineral doponito in tho 
otato. This in an Important bill that will encourage both the email proopoctor 
an well an largo international mining companion to invent here in Alaaka.

The genoral vlow in tho international mining industry has been that Alaska is a 
difficult and unfrlondly place to do buninenn. HB-197 will support tho on-going 
effort to change this perception.

Thoro are novoral important aspects of thia bill that hAve been overlooked by 
some persons reviewing it and these include!

1. Only certain specific exploration expenditures will qualify for the incentive 
credit. Host of the costs to develop the otr.e, i.e., costs for environmental 
assessments or environmental impact statements, mine planning, feasibility 
studies, mine and facility design and construction, etc. would not qualify for 
the incentive credit.

2. The credits can be used only if the mine is actually constructed and goes 
into production. Prom the standpoint of the tlce value of money, the credits 
will be takon many years after the exploration occurs and the actual benefit to 
the miner will bo diminished. It is only whan there is production from the mine 
that the credits can be applied against the revenue stream.

3. The credits do not effoct current revenue streams. If there is a credit, it
will be because a new sine has gone into production and tho credit will be
against a new revenue stroan tnat did not previously exist. As defined in the 
bill, only new projects, not projects now in operation, would qualify for the 
c r e d i t .

4. Host exploration projects will naver result in an operating mine. This rwans 
that even if qualifying exploration expenditures are made and the costs are 
certified by the State, the credit will never be taken. As a reference, it has 
been estimated that for ovary one major mine that ia developed, 1 0 0 0  prospects 
are * /aluated.

5 One measure of how row mines will actually utilise the credits ia to note 
m a t  since Statehood, only three mines that operate on a y e a r  around hasls would 
nave qualified to use tfe credits. Those three are Vatdei Creek. Red Pog and 
Oreens Creek. furthermore, Creena Creek ia r-ow idle and would therefore be
unable to util ire the credits if it had them.

\  f t



It is Important that a company can assign thoir exploration credit to another 
company that in a successor In interest for the site. A company may bo 
encouragrd co invest if they know they can annign tho expenditures if thoy decide 
later to leave the project. If they can assign their credits to the next company 
to buy into the project, they can recover nomo of thoir oxpcnditurao.

HD-197 also insures that the elate and tho root of the industry will have access 
to the data gonerated. This bill requires that the company wlohing to receive 
the Incentive credit document the expenditures it has made and provldo the Stato 
Division of Geologic t  Geophysical Surveys with drill core, drill cuttings, 
sample analysis, etc. This can be a tremendous help for other companies as they 
search for minerals and without this provision in the bill the data would remain 
proprietary and would not be available to the Industry as a whole.

HD-197 cooes at an important time for encouraging minorala Investments in Alaaka. 
The exodus of oxploration funds away from federal lands throughout the western 
U.S. la continuing. This is due primarily to uncertainty over changes to the 
federal mining law and the Increasingly oppressive regulatory climate in tho U .S .  
Alaska cannot correct all of those problems but Alaska can add this incentive to 
encourage investment.

This bill will send tho meaaage that Alaska is seeking to improve lta investment 
climate and that Alaska wants to encourage mineral development. The bottom line 
for the State ia that more oxploration will occur and more mineral deposits will 
likely be discovered that can provide jobs, facilities that increase the local 
tax base, and ultimately company profits that can then be taxed by the state.

If we can be of any further help please contact me.

Steven C. Dorell, P.C 
executive Director

cci Representative Foster 
Representative Verey
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BERiNq Straus Native C orporation

MAR 6 o
March 24, 1995

Honorable Richard Footer 
Co-Chair, Houoe Finance Committee 
Alaaka State Legislature 
State Capitol Room 410 
Juneau, AK 99811

Dear Richard,

Although I provided oral testimony on HB 197, I wanted to 
write to you to oxproso Boring Straits Native Corporation's 
support of your bill. Anything that the State of Alaska can 
do to promote tho development of producing mines will be 
bcnoficial to all residents. The tax savings will be more 
than off sot by a healthier oconony, particularly in rural 
aroao ouch as tho Bering Straits region. Sending a clear 
message to tho mining industry that their exploration dollars 
aro appreciated nay pro.ide needed incentives for companies 
to spend limited oxploration budgets in Alaska where there 
are high coots due to a lack of sufficient infrastructure.

Again, BS ,C supports HB 197. BSNC appreciates your endeavors 
to provide for a viable economy in our rural area through 
legislation such as HB 197.

Thomas S. Sparks 
Rosourco manager BSNC



J UNEAU CHAMBER OF COMMERCE
v  ^ I ALASKA* CAPITAL C fTY

M arch 6 ,1 9 9 5

To Representative Richard Foster

From Chuck Achbcrger. Director
Juneau Chamber o f Commerce

Dear Rep Foster
The Juneau Chamber o f  Commerce would like to go on the record sa favor o f  H B  197

To much o f the state government is directed at regulating. often with fre e  real. our 
resource industries It is a pleasure to see a mcajurt before the House th a  would offer an 
incentive to those involved in the mineral cxpkxsooc buaneee

While a lot o f "speeches’* have been made about partnering wnh our mduarm. -ha is a 
positive step tn that direction I f  the State of Alaska ii to become SnmcuiK nabk the 
state must work with all it's industries, as true partner*

H B  197 offers some of the incentives necessary to make Alaska coenpecove wnh a a a n J  
exploration in the tnterm&ooaJ marketplace

Chuck Achbcrger 
Director

124 Wch sih Sam • :~aemu. u « u  • wtoi r*07)sa*-MJo • fee isct)hyh*



■ i l l !  I H - *
1 r ; ( E t  U r  t  :

i M « i  i f !  h

i #
H |3i

!  I  fc*
s t - i i i
i r i l l_ • —m r-

i
f « u o • « M

i f r ^ t

* i { » t

ii

i
i

C/31

w
I 5-
a t l
J w  
J r x f

r
I  wlen 
:  o  . o5 t~ 4

i H  
* •— «1 O
I - 8*8
s*-~*
3 ^
* P



mar<»» 7. 199S
COOK :NUT RECION. ISC

monor»b* *xKsrd foMm 
A tttU  Stt«* l*f>U#Cur*
Su m  Capiot (MS S100) 
urM iu Alaska 9910) *1)62
O n t  ttomm’Jtrrt fotmr
I am writing on b**aJf 0# Cook toJ* me Ci«') 10 ♦v>r«» Urppon <0r HouM 6*11
19^ - * < i >  mx»d promda fmaneiaJ < w o * «  <o* m.rt*c*J and co tl txpaetttJO* activ^t*!. 
»f patwad. th*» b ill would tand a w o o f p c v t .r f m «iM |e io flvn tra l com pany 
< o ram pU tta f wort In A laU l.
O m  9m  U ff S r « n  o» to wo t a *  * * *  a ma*or n o d u i o f mining compa/wat from 9m  
ow*r i | .  Thu M t bt«n « conttqutnet of 9m ftfu ia ro rr bunfcn a.umtad aga n t  9m  
dom «s« mtnmf industry as wt<J as 9m ’ mao*** 'virur* o f 9m induH/y m th ou  sm s 
9m  «atr d>KO«toM b r* r bran mao* and drvampad) Most of tftm  comparua* m*» 
“aadod ovtoao*. pnmaniy to Canarai and South xm *r< x ordy io And due the cwfruraJ. 
H rfu  MK and poiidcai ddfaranew p m a *  an wxoihr <orm<SabM m  c i  c ^ W n ftt
Som# o# th ou  com parer! a/t now looking back as **orth Am*r<a and (his it a 
pasoojtarty opportune vm* to wnd out 9m m* tuga 9v* A itsia s *opm for bu»*r«it * 
m®. (9 7  do*i a good fob o f 9**1 by prv*«d<r»f 'tatonabM  rc©nom< .nctn<i*ti 
*<*f t-onajfy. « pnnndta a moans for fa an g  . a >*&* op to rw on  data into 9m Kardt of 
•*m pubf<. whil# soli pipucong 9m confWxiaJi r y jt u n  of the data for 9* ta  yoan.
M you know, fflkw a Has 9m poeptu 'or proved "g food -o» r ”1. r*ar-nxnej. vkittad .obi 
at a * d s  ranary o f lt O M a  M w f< M  9m sum  1 apptajd your attom m sponsoring 
k » .» |7 to bacar s*ip Aiaaia ftaftca 9tat pountu f
T’f i x  noat that I Ka«o also nciudad a '•#«•* of support lor Hg.197 from O tmn Lanct. 
Upforaoan v«a Ertudcm <or irSMX. me <* O rw er. CO.
SMcrrafy.

rhomas C  O rfbrdmanafrr. Minar** j^d Coal
« r . r .

C M n  
C  b s a

C * M O K c m  c  t ‘ w r * o * « » » * w  ‘ v - j u u  s n u i w i i i a
V  ■*W«*



Mart* 7, IV/5

MonornMc Richard Foster 
Alaska Sum  Legislature 
Su m  C ifh to i (MS.7100)
Jun ta *  Ak 99901 I l t 2

K L  11II . / 7  Lsphrfuimn Incentives
Dear Rei*c«eni«ti t  F iiU tt.

I •vulu Ukc to c j  press my support for H o o k  Dill 1^7 «n»cn «vuld provide Hmincaj 
;tx<nttvfs for companies uni inJrodualt to cocuuugc cruoeul capiot jtw o aod development 
in the state Mining i* one of the ptimary reasons Alaska was nnguully settled and it coold 
cnee *|«sn become a primary ccooocnx hu e  for Alaskans. I IB -197 wiU support the oo- 
wusag effort to ciwsngc he perception that Alaska is a difficult and unfriendly place tn do 
hm iftc ti

I *Mvt been an cip lvratKM  geologist in A laska fur u*cr 20 rears wnh several medium to 
U rge U S  a*xi •ntematumal msmng companies such as Sunshine Mm in^ An*vund». flattie 
Mountain (Jo id  and A m en o n  Copper and N ickel Co. Corporate d c o u o o i on where ihey 
esp+utc fo r ru o e ra b  arc made by careful cutsudcraouo o f a number uf factor» uoh uoc o f 
•h < h  ta the m ineral potential I knp *  A laska has tremendous m ineral potential; however, 
fo r many reason* weft a *  re s u x tn *  taod duatftc fionn*. prme investment d im aia . unfriendly 
and srw / rcst/K ttve stale aad federa l hurcaucraacs. lack o f ift&ast/octurc. and more cue try 
rem ote captnraCMm. A laska remains underwapWesJ

(here cs currently a maw tandus of Nonh American mi rung cnmpamcs to L iun  America 
and other t.afd world count net that arc aggrcxmvtJy viiioting doclopm cni of thar ouncrais 
with through a number nf nccntrvci Hattie Mountain (k»*d rtmcd their Alaska office «n 
IV92 (H a te r Dome in IW 3) in empfutue Latm Ameocan uotnniton . I he ume ot npe for 
Alaska hi ait ran some of that investment through b*tH wnh m H R -177 «od«*hef legislation 
to streamline the regulatory pm ccu

77m  as a very important M  thut will tend a message to th t im trru o oo a l ruining commuoiry 
that A laska w m i  lu  encourage rop u rsu b k  a u s tra l prushtcuoa as uppuacd to the prevalent 
am i-m im n j v cnun tn i cxsoouaatrtd in the *Vr*er UT

I am cwrrmtTy wttk AxMrkaa Copper rod  NktcJ (as. whtefi n the Ameocan rubsahary of 
INCO. oa t o f 9 k  Urge* musing cnmparuaa m the vmrtd. Wa currently have a large 
optoranois pmgpwm to Alaaka but are facing increasing mnspetn ton Uw budget dollars front 
our other a u a M n u l  ngtSuruum dmMiiru. Pttaage \4 kpdanon  such as H H -1/7 would 
help eoauru dM  we « s l maintain an agg rtum  eipSoratioo effort it  Alaaka.

Iw um m  1 D U i^ M U ^ M u s e r a l Evaluation Senoce hagM R /m . Alaaka v/577 
« c  Keprcaamaatme Al Vcrey
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Mr T om C n flb rd  
Vic# P rc tx ta t 
North Psafic Sftmnf Corp 
2525 -C* Street, Suit# $00 
P O  Box 9 1 )3 0  
A ochcrif# , AK 9 9 )0 9 .3 3 )0
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Detr Tom

f rtMi lb# proposed A lttk i itfuOfcon th ll you x o l  to P lu l Vik&r with interest. I think 
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March 7. 1995
Honorable Richard Foster 
Alaska Stare Legislature 
State Capitol 
Juneau, AK 99801-1182
Dear Representative Foster
This letter is to support your efforts for the successful passage of HB- 197 providing financial Incentives for companies and Individuals to 
explore and develop mineral deposits within the state. This is a very welcome "change In attitude" which can reflect favorably on the 
business climate within the state.
Our state has acquired over the years the dubious distinction of 
being very difficult to deal with in developing resources or 
businesses. Certainly some of the problems have to do with protects 
such as the AJ which get hamstrung by the non-regulation agendas of Federal agencies, our own attitudes within the state have of*n 
been more adversarial than cooperative In development protects.
We again applaud your efforts to encourage companies to do 
business within the state. Incentives such as this can help encourage 
responsible growth in the industrial comm unity.

Anita Williams 
senior ceoioftft



March 14, 1995

The Honorable Richaid Foster 
Alaska State Legislature 
State Capitol (MS 3100) 
Juneau. AK 99801-1182

Dear Representative Foster:

I want to thank you for introducing and actively supporting legislation to provide for 
exploration incentive credits for mineral deposits in Alaska (HB 197). This legislation not only 
encourages mineral exploration in the State it also represents sound tax policy. Only a small 
percentage o f exploration ptojects ever become mines. As you know, we are engaged in a high risk, 
high con busmesj. Therefore, most expenditures made for exploration will never be eligible for a 
credit. However, it is responsible policy to provide an incentive to those exploration efforts that do 
succeed and will be contributing to the economy and state coffers through mineral production.

There is worldwide competition for limned exploration dollars With the passage o f HB 197, 
.Alaska improves its relative competitive position.

Sincerely,

Vice President Exploration

Jg

c J. Danni • PDUS 
T. Jensen - PDUS 
S Borell • Alaska Miners Assoc
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March 8, 1995

House Resources Committee 
Capitol Building 
Juneau, Alaska 99811

Dear Committee Members:

This letter is submitted on behalf of the Council of 
Alaska Producers (Producers Council) in support of HB 197. 
The Producers Council is a non-profit Alaska corporation 
whose members include: Alaska Gold Cospany; Jomlnco Alaska 
Incorporated; Coml n c o  Alaska Exploration; Echo Bay Alaska, 
Inc.; Fairbanks Gold Mining, Inc.; CIRI Energy and Minerals; 
Greens Creek Mining Company; American Copper and Nickel 
Company, Inc.; Cambior Alaska; and the Alaska Miners 
Association, an ex-officio non-voting member.

HB 197 follows the lead already taken by the Knowles 
Administration and last year's legislature in other arenas 
to encourage the development of our natural resources and 
stimulate responsible economic growth in the Great Land. Tim 
Bradner in last Sunday's Daily News couldn't have said it 
better:

"It's politically fashionable sometimes to snort at 
public investment in economic development, calling it 
a subsidy. But if we're serious about diversifying 
our econ o m y  and creating jobs, every development idea 
should bm taken seriously. A little seed corn sprinkled 
around in strategic locations can sometimes yield a 
pratty good harvest."

K r . C h a i r m a n ,  think of HB 197 as seed corn. It is not 
Intended as a reward or windfall for those currently doing 
business in Alaska. The primary purpose of this bill is to 
send a positive message to industry and encourags companies 
to do something they weren't going to do already by creating 
attractive economic incentives to explore for and develop 
coal and mineral deposits in Alaska.

This proposal, a version of which died in the House 
limbo file in the final minutes of last session, was



recommended in concept by the Alaska Minerals Commission in 
their January 1995 Report. According to the Commission:

"The Alaska minerals industry competes in a global 
market for mineral and exploration and development 
dollars. Although Alaska is blessed with an abundance 
of geologically iiavorable terrain, it has suffered 
because of its remoteness, the lack of transportation, 
infrastructure, and seasonal constraints. Equally 
important is the industry's perception that State 
and Federal agencies are not supportive of mineral 
development in Alaska.

Throughout the world there are countrios actively 
seeking exploration and development investment by 
providing economic incentives for resource industries. 
Incentive programs have been successful in Chile and 
Mexico where privatization and tax incentives have 
revitalized their mining industries. Appropriate 
incentives could be especially effective in drawing 
industry attention to \laska. This is because many" 
companies currently view the lower 48 to be 
unattractive from the regulatory perspective and 
are looking elsewhere for new exploration 
opportunities.

The Governor and the Legislature should create 
economic incentives (including credits for exploration 
expenditures that can be deducted from claim rents, 
the mining license tax, production royalties 
and income taxes) that will provide financial 
encouragement and help offset some of the real 
and perceived problems facing exploration and 
development in Alaska."

Passage of this bill should yield two very significant 
net benefits to Alaska. First, if this strategy is 
successful there will be a near term infusion into local 
economies. Second, new exploration activities that may be 
s timulated by this incentive may ultimately lead to new 
p r o ducing mines. This means new good jobs for Alaskans and 
new t ^ j p r  and royalties the state would not otherwise 
r a c e i i E * I t  is important to keep these benefits firmly in 
mind m m i  you evaluate this legislation and similar economic 
dive r s f T l c a t i o n  efforts.

HB 197 is our highest priority this session. It will 
not solve all the world's problems but it is one of several 
things the state can and should be doing to encourage 
responsible mineral development. Will it work? We think so. 
A c c ording to one of our members, w h o  just returned from a 
meeting in Denver, things like incentives and mapping 
programs in conjunction with the geology get the attention



of upper level management when they plan their worldwide 
exploration strategies.

Tho Producers Council would like to thank bill sponsor 
Rep. Foster and co-sponsor Rep. Vezey for introducing HB 197 
and the House Resources Committee for giving it an early 
hearing. Wo urge passage of this important "seed corn" 
l e gislation.



Anchorage Daily News 

March 5» 1995

A little seed com can go a long way
It'i politically fathiotiable torotttnvee 

to toort 4t public in vert meat u> economic 
development. calling it tubeidy. But If 
w« p* M r xu  about Jivem fylAg our « o o -  
omr tad creating )oba. every development 
idee ihouid bo teem  M noutir

A little teed core rpnaklM  around la 
it re teg* location* can eometuaoe ytoid ■ 
pretty yood harvoot

Take, for example. a mode* I I I  mil- 
lioo i u u  lavoiunaat ia a pilot program  
to do regional aortal magnetic tad  gravity rurvwyi in Mlortod pone of Alaaka with 
suaeral potaatlal. approved by tha nato 
legtalature ia I W  tad I f f ]  Jurt e f r o  weeka after iu  completion. tkU j  a

BRADNER: A little seed goes a long way
Convxoo  vo n  rape C»i

dtmooitrttod. though admittedly rnodoet. 
rucceti

Aentl magnetic end gravity turveyt 
tro to mineral* geoioguu » u t  ibooo 
popular. .ergt-tr*.* topograph* rurfoce 
map* told by the V S Geological Survey ere to the root of ui We mo food plaoaa Io 
hike, flab or boot Geologut* too good 
placet to look for underground ore la the 
pattare* of rotgset* tad gravity flolda 
thotre oo lboao r&tpt

In the suaertli buiioete. tbit U pretty 
btJlc Huff Regional grtvlty tad oum atlc mapping J  dooo eel over the world. ]uat at nirfece ma pi are dooo. moot oft on by 
government* tott .*« tho data ia bring 
more mineral* exploration into tbolr 
countrtae

It i ironic, but many Third World coua- 
tnoe are far better sapped with tbooi 
kind of turveyt tbaa Alaaka. Kraa w ry  
poor African natioai like Chad. Niger aad 
Burkina Taao are well covered by maxart 
Ic aad gravity eurveyt. tbaaki to U ftaid. There i booo w ry little work 
Alaaka. whore the ru le  o w n  100 
ecroe with much rtcftor m iaartl potential 
ihaa many countnm

The ita u  Otvutoc of Geological aad 
Goophyvicai Survey baa ;urt completed tta 
rirvoy of about 1,100 xyutre ■  Hoo la 
ioeatiooa aoar Korea. Lalarloc aad wW b  
woot Alaaka.

Mape for tbo FelrbaakJ area wore 
reloaaod tbreo wooka ago. rperkiag a 
rurge of aow exploration after erw rel target* wore identified tkat moiogUk* 
thought could bo ore depoUU tuellar U  
tbo stew Ton Knox told 
developed near Ta u tx u i .

Id juat e few woaJu. the mapping 
program around Tairboaka baa ritmu lalad 

rorepaaloe to p a c t  to much. or 
more, tbaa tbo rurray* sooa to aa.

Why doe t 
tol we Aa ibla’ Semttimea they ea. Mr 
ibair »ws proprietary uaa. Maay Alaaka N aur*  rorpertliore. wklch owe large 
.aad areaa tad are working wttk eaiaore' 
coairoiuea. bare beee tkaM far that/ »w i 
laada Baring S ira iu  N etlw  Corp. tad  
Galina C o rp . two N iu ra  
wr_a rubrunilaJ 
tpbuted to ike n a u  t rurvwy 
gO ae rtaaoo way it i food jekkry I

kind of "lafrartnjcture" (In tbU ; u a  it i 
mapping, matted of rood or brtdgeei to bo do«M by the | ovtnuxeci j  'Jut ibo 
mforraatioe tbaa can bo made avtilabla to 
'be public 

Tho policy objective la tn get u  many 
people at poaaibio looking tl the data, 
becauae laterpreutlooa will very One 
company'* geoioguu will aw brntt of a 
Fort Kaon mlae, oibori will too ooibmg 
Tbo more people look at It. the more 
Lota reel, aad competition. I* itu'tulattd 
me rearing tbo chaacao that * ditcovory will bo made, tad  maybe, eventually t

Tbooo NetIre corpon tloe i were i nailer ly m oun ted : They contributed to tn« 
itata a i m j  knowing the information 
would become public (t w u  good bun 
oom. they fa it to ehew off the potentju 
of their ow* u »d  at wall at the ru te  t 

Tbo itakea are pretty big ia all tbu  Large mlnea eaa be big wnployert. aad 
big ta rp eran  far Ueal co re - _ . i e e  All ot Alaaka'i larger aiaae uoder I t r i lM N w t u  reeret y e a r . the Bed Dog 
aear Kecmhu o (mm  ot tV  world i laster, 
lead rlac m lam l Fart Cacx near fa ir 
banka aad Greere C r 4  oaar Juubeau 
haw  are badMa that v very oaar. or 
r n e  at tha wirfaaa Tbu  made them •eater to fiadCenleglere new think there may be 
othar Bad Dag trpe bn*e metal* uepoeiu 
la tha n e we Brook* Range, end oihei 
large. Fart K a n  type told ore depoeiti 
aaar f a l r t a e h , but bt-rwd under tcougr 
eati aa that they are bard to detect O rrrttr ead m an e tit eurrrye be.p geoio 
glrtt Sad theae bidden oreaWttk l.MB ad Alaaka t animated IC XX 
tguara Ml lea of Lead wttk mineral poten 
tlal (urwyed. we've hardly tcnuned  the

Tha Alaaka Wlaarili Conun.m oo, er 
adrlaary p e p  U  ataia grw rem eai. ba> that ikle mapping progrur 
ha ira tlaa i i aad m a  expnaded 

TbJM limited m u e a i  bat already 
f t*  bare thow i to be

J . 1̂  i .y



S l# u  Im f u a l i y  p a r ln a ia M p  A la a k a  j n m n m  Tony K rm w la *  
l a f t a r l  o l  a  n » a  a « a  o l  r n o p a t a U n n  In  h i*  S t* :*  o l  l h a  r , l a l a  

la a l  m o n th

Governor calls for 
a new 'partnership'
A N (  I IO R A O I :  -  A la a k a *  
C n rr f lm y  K m m V e  r a r t r d  l i e  
a  n e w  e r a  a d  ' ' p a t ln e r a h lp "  
w  Hh I h r i a l  a n d  gaa  In d ira l ry  In  
h t a f i i a lS u t r n f lh e S la l c n v ' * -  
*»ge . d r  liv e  t e d  le a l m o n th  In  
th e  n rw l y  r n n v e n r i l  IV lh  
A la a k a  le g id a l i i t e

“A t o k a  a t i l l  h a t  p le n t y  n f  
n i l  a n t i g a t  l e l l  I n  I t  i l c * r l  
n p e i l .  fm l Ih c  a|«ic m in i  lin v e  
a p n a i l i v r  h u a in e a *  e n v iro n -  
m r n l ,  K n n w lr *  a a id  " W e  
n r r t l  la ta *  a n i l  r e g u la t io n *  
l l t a l  p m v i t l r  in c e n t iv e *  a n i l  
lh a l a i r  i l c a t . p t e d i a l i d i l e  a m i 
t n m n l r n l

" I n  lo in .  I h c  n i l  i m lm l i y  
m in i  c n m m i l I n  h i i r  
A la a k a n t .  u t  A l.a a k n n  h u a i 
n eaae* . p m lr c  I ih e  r n v im n  
m r n l  a n i l t h a t e  I h r  p t n l i l a  
w ith  A la a k e n *  "

I he  g o v e r n o r  a i d le d  ln »  a 
l a i a m l n  g v l . a ln r y io n f e r e m e  
nn  In m  A l n l a  t a n  I n t i  
p o a i i im i i l « f l l  I n i  In l iu t-  
i l e v r l o p im n l  H r  u r g e d  th e  
I r g n l  t im e  In  w o rk  w r t l ih im in  
a m  w  m l and  g a* p u l v  i m m  
n l

M u lin g  A la a k  a a t in  i r n n l  
i lm i l  in  a  Mr p id d i t  .m  
n m ln i l h i l  c i m g i n i ,  I l i e  p a  
n iN i i  p l a n n n l  I n  m e e t  w i lh  
I h r  a l a i r  * r n l n r  d e le g a t io n

By Tim Brgdrm
in  l a i r  J am ia * y  In p fcK  W ia lr n jf  
o n  A le a k  a n  raawr*.

" I  ik e  n e v e f  h r f n r e .  w e  a r e  
p i n i l  it m r d  In  e a e i l  in f lu e n c e  
w i t h  Im t h  I h r  O e m o t i a l k  
e d m in i a l i a l i o n  a n d  R r p u h  
l i t a n  C im g i r n ,  a n i l  w e  a i r  
t l r l r i m l n n l  I n  p r c a r n l  a 
I n p a i l i t a n .  c im a e n a n *  v n l r r  
I n i  A ln a k n  in  I l ie  n e t iw V a c e p  
t l . l l .  l ie  w i l l

K n n w le t  p i r d K l e d  p m  
p i r n  n n  i r m o v m g  I h r  n i l  
c « | » n l l ia n  a m l iH h r i  A la a k a n  
la a n ra  in  ( 'n n g te * * . a u t h  aa 
n j ie n in g  o f  I h r  A r r f k  
N n tm n a l W i l d l i l r  M e f t ig e  I n  
r t p h n a l i n n  a m i f r a t i lh o t i r g -  
I i> m  i i f  I h r  M  a g n u a  w  A t l . I  h e  
f e d e i a l  I a  at e n n  11 i d l i n g  fl*h- 
i  l i r a n f f  A la a k a '*  cn aa t*

' I lie  ( I  l in ln n )  e dm in k a ta -  
I in . i  n o w  a g i f i  a l h a l  l i f t i n g  
t in  ( ta n  ia  In  I h c  n a t io n a l 
• o lr r r a l . '  h r  n u l r d  " f in e  I h r  
I m l  l im e  a in r r  I I  » n  im p a e i l  
n n  m  m o re  ih a n  f t l y r a i *  a g o . 
a  n a l in n a l  a i l n i i n i a l i a l i n n  ia  
a i l h r l y  a i i| ip o i l in g  a t h n n g e  
m lh e  la w

In  h ta  I  a n  I I  b u d g e t  m e t  
o p e  I n  th e  l e g i a l a lm r .  Ih e  
g o v e rn .-  « * n lh r  w o a i ld i lc v e l

o p  a lo n g  ta n g c  fW iem U l p la n  
In c  I h r  a la t e  l h » l  a rm a ld  
a d d i r a a  I h c  g r o w in g  f tu c u l 
" g a p ."  I h r  d r f t r h  l i c tw e e n  I h r  
i l a l r ' a  a n n u a l  a p r n d in g  a n d  
i la  i c r t n  l i n g  in m m r  

" T h e  a l a i r  h aa  h e r n  IM n g  
o f t  i la  r a a h  i r a r i v r a  foe a e w t  
a t y r a i a  n u » .  h u t  r v r n  a i i ih  
c r r r n l  l a t  a r l l l r m r n l a  w i t h  
n r  a n d  n l h r t  m l r n m p a n ir a .  
I h m r  i r a r i v r a  a i r  a u l l k i e  n t 
I n i  a h o u l f t n i i  y c a ia ,"  h r  a n id  

" I  n i  I w l l r i  Ih a n  a  i l r t a i l e .  
A le a k ,an* h a v e  e n jo y e d  anm e 
ih in g  a l u i r d  l*y fe w  n lh e ia  n 
h r a l l l i y  m i t  i l l  a r i v i c r a  a n d  
h r n e l i l a  p i n v i d e d  l a i g r l y  h y  
o n e  a n o i r r ,  o u r  o i l  w e a l t h  
W i l h  lh a l  w r a l l h ,  A la a k a n a  
h a w  A  m e  lo w n W n g  n o r t h -  
r r  n i l  a l a i r  h a a  h e r n  a b le  
I n  t h i  W r ' w  e r r a l r d  a n d  
p c o f e c le d  a  I I '  h i l l i n n  
P t im a n e n l F o n d  "

I M  i h r  b n l  g a p  n o w  p o *  
c *  at i luaa d a n g e r *  *Aa w e  r + 1  vac afl w e a h h . wv mar* 
n  i i a a A a  * a f  m ar v tw n n  i t f  a  
n e w  p n l a c n k l p  w i lh  im li r a  
t r y .  c o m p e l l lb e n e * *  in  ih e  
g lo b a l  e c o n o m y , « a (c  a l i c t l l  
■ n d  g i ■ « l W h n rd a , w i l l  r rm a in  
o n ly  d i r a m a  o n lr a a  w e  i le v e l  
t*p a a u a ia in a h le .  lo n g  I r i m  
b m lg c l p la n ."  h e  aaad

Alaska’s delegation moves on issues
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Gold mining companies race to stake new prospects near Fairbanks
i y  M m u  f — fk rff i 

fv t  l b * o f  Commtrot

F
AJKKaM lS — Three au+ot b Im t i I  
mining ( orapuuei k m  baked dalms 
io 00 acres of land dui hold proeafae of 
gold fun northcab of k m .

< yprui Amu Mlatnk Co. ol flagfrwood, 
Colo. La Trio keaourca ol Sail Lair O tf, 
hrmmoat Cold of Demr m i Placer Dome 
Uc ofSaaFnacbcomaiekcaaMebandcl 
padoaafafeb. 7ftkaac«fac*m falraai 
dke Alaska DMatoa of Ciilap rd aad Caa- 
phykcif Saor^o

They pM ca*y pcaadad fom  baa *e 
pound," tod Dtck frulakaafc, dm day t o  
spetUto to toaiag —d mkunk  la t o  mm 
IVpanmeai «t  Cu— rrc t tad  k ra w O c  
Ortocf caii dMitaaofecaa w i c du ch y 
■ol

Tie acw amp* km  dearoangarite sad 
irro—forttr rcatop to< bdlcak t o  bc> 
doaa of prw f(d kt atom! lode*, kr tod 

Tkc compoala km  90 dnyi trom to  bah 
lag lo lie dtor datos abb dot tote Recorder's 
OAcr, Svibtoak taid.

Tkc coaynln tol kr«ki exptoradoa as 
tooa aa doe taem b o id *  pn—d. kr aaid 

Tkb koa kora more acfeby Io mtoag iua 
I km  euer am  Io Ac 25 yean I km  k n  
km ,” Saakhaak mbl T a  a w k H  Me oaMa/"

Cypcm Amab toC il irW* l aaid parcar 
caa^oay of Fkrbaada Catd MMag t o , op- 
enaor af Net h a  gaU aka , akkk la ad a  
kfpa coaaarvtoa toi oprtag oa t o  250- 
oafUyat opontoa repanad a  yw ic r
350,000 oaacm ol paid a yaar.

La Trio Braoarca aad N cm m  arc drto 
oflag lyaa Lode tagadkr, tofci ka  S22 pOO 
om en  o l fold la raabbnd a b rthle re

screex, te oAclab lay Tto coafoay b doiag 
eariroaaKatal baiehae work a  Byaa Lode.

La Teio too b  t o  operator of Trec North, 
a abac acar fedro Pom aortk of faktaafa 
a im  h coaccatmcd awb of ka n ploraion 
eforts b y  year.

Rkh Hughes, general auaagrr of Byaa 
Lode Miaea lac . said tot «orh kd to drtol 
doa of 446,000 ouacra of gold rearnea la »vo 
dbcrai ore kodka tot kg kc coaaeoed 
“We're projtolag oar a mJdUm oaact* ol 
Wacakie paid at True Na*dh" kc aid

Tkc acw aufo ladkaae a rack type toi 
kaaol kcca ra ad derad lor gold aarf racear 
years, kakdoal raid.

Ik aaid 4c aatgaadc reader km  dgao 
a ra  dal caa kc camparad otk kaaaa gold 
latoTVmapacaa he toaadaa paper «tk 
mriaya or aa a caapdv.

At a Greater fakiaoks Chaatoer of Cam
----- 1  j .  a a . -1 a  ar a a ,  11 AM T U  M C X M  M t l  f , K IR I  w M * n . •

Fairbanks Rnkor. said to re  may not hi 
enough area housing r ru lib V  lo accomum 
dale t o  Indui of people Treated by inerrau-d 
a m  Mining atlMry The Fairbanks homing 
aurhei b  ripened lo be ughi dus utmnxi. 
ike laid, ai ike Fort linn mine (onuru ix tn  
gebuadem y 

Mooboo Inwdion. grnrnJ (oniracior I«k 
l ie  Fort Lnoi matt proyetI. hai been looking 
for S060reacaiaaki to use (or 15 20 monthn 
ike la id

Coid miaiag b here lo vlay." Waihbom 
aided
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The gold rush is on
Survey results set off staking frenzy near Fairbanks
t v  D i a n a  c a m t m i l

'N*1
f  A I IW A N K 9  A r m A I i i

• • " I ' f  lu v h  n o r t h  o f  F l l r h a n k *  
mil Intn *l»» I HI * w n k .  lod 
» < cm »  o f  I h r  U r jM l  m l n l n f

i n  N o r t h  A m r r t r a  
u l n a  I f  t i a k r  r l a lm *  a l f o a d v
• a l l n *  AO t r j u a r r  m l  I r a  l h  |h« 

i l l *  *!••<■ I h r  i V l a n l k a  H l v v t
I  » l » l n  l l r v x i n f *  o f  S a l t  
•k r • rt* i« t h o  ( u n m t

 i f» > r t  i n  o h o '  i«  t l i t p l n |
> »< • Invr*l rlaitn «l»liln|

r v i t h  I n  f a l r h a n k *  hlrto ra w ith  
II* 10.111 acroa (takad M mUaa no rth ***  o f Um e lt f

( » m p » A v  g v o l o f  l i t *  i m «|
f lv *  d a r t  In  la la  F ab ru a r?
I r o m p in g  I h r o u r h  IS *  |n
• n n v a h o r a  m a r k  I n f  o f f  a l t r a  

'* #  w a n la d  l o  I I *  I I  u p  b *  
fo r *  m i u w u  •!>* 4 1 4 " U t d  
1* 01 O f l i t  T T r r r  N * i l r rm » f>

Tho Malna u  M M  ™itat "Ju  n lp rr ' i f i * r  •  rrvoV ih i i  nm i 
t h r o u g h  I I

* T h o  r a l i h d n k a  d l r t t l r l  i t

(no«) n w  of Ih« hetlaat • m i  In9 111Inltad S u ia a ."  aaid
I r a m .  d « « n  O f U m  V h o o l  o f  

n a o r a l K o firM * f1 «v|  i t  V n l r * r
• H r  o f  A la a k a  F a l r b a n k a  

C r e r a o v  A m a i .  W o r th  A n va tf*  
r a  t  la r a a o t m ln ln a  r r m p a n f .  r io ra r  | W  I nr o f flan r ra n
t l a r o ,  a n d  F a l r f c a n k a  C o ld  M in  
I n f  Co a la o  a r a  a t a k ln g  r l a lm v

T V  r t r t h  b* 
t l t r r  ih#  i i i h

f a n  la v t  m o n thrvih b*fi
I*  O t a i v ln n  o f  C ion

n » *n  >m  n*r» r *o* OOtD «*■» i m w ,  . «—«.
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HYPOTHETICAL "NORTH SLOPE MARGINAL" FIELD

Prico of ANS Delivered on Wost Coast 
Marino Tanker: Vakio/ to Wost Coast 
Ppebno Tan) Is 
Netback P rice  at tho F ie ld

Stato Royalty Rato 1 5%  (approxim ate**)
Stato Tax (includes Production Tax. Property

Tax. Incomo Tax and Environmental Tax) 
Federal Income Tax 
Operating Costs (llu strahvo )
Recovery o l Coprtal Invested

ProM I

$ 1 0 $ 1 6 $ 2 2 $ 2 6
Oil Oil O il O il

$ 1 0 .0 0 £ 1 6 .0 0 $ 2 2 .0 0 $ 2 8 .0 0
1 .2 0 1 .2 0 1 .2 0 1 .2 0
4 .6 0 1 .6 0 4 .6 0 4 .6 0

$ 4 .2 0 $1 u .2 0 $ 1 6 .2 0 $ 2 2 .2 0

0 .6 3 1 .5 3 2 .4 3 3 .3 3

1 .0 2 1 .7 8 2 .6 6 3 .5 4
0 .1 9 1 .71 3 .1 9 4 .6 7
2 .0 0 2 .0 0 2 .0 0 2 .0 0
2 .9 2 2 .9 2 2 .9 2

•

2 .9 2

( $ 2 . 5 6 ) $ 0 .2 6
•

$ 3 .0 0 $ 5 .7 4

f r>t
' J/*' I'rt

f* J*'l
’I :’"•""I



C o m p a r i s o n  o f  H B  2 0 7  V e r s i o n s .

G ov e rn o r ’ s  V o rs lon House V e rs ion Senato  V o rs lon

Non producing fields
Types o f Lenses Uneconomic Holds Same Samo

Shut-in fields

R o ya lty  F lo o r Before 7 8 - 7 5 %  rod. (3.125% ) Non-producing 75%  rod. (3 .125% ) Non-producing 5%  (60% rod.)
(assum ing 12.5% royalty ) After 7 8  -50%  rod. (G 25% ) Uneconomic 90%  rod. (1 .2 5% ) Uneconomic 3%  (76% rod.)

O ve rs ig h t None LB4A advisory Governor's approval for
3 8 .0 5 .1 8 0 ( j) ( i ) (a ) non-producing
fields. LB&A advisory but confidential
information goes to LB4A staff & agents

S u n se t None None Authority to qrant ends July 1. 2 0 00
for non-producing fields.

C om m iss ion e r's  F ind ings No Criteria No Criteria Establishes criteria to bo addressed.

3rd  Pa rty  A na lyses Selected by commissioner. Solectod by applicant from DNR |Selected by DNR.
Costs paid by applicant. shod list. Costs paid by applicant. Costs paid by applicant.

A s s ig n a b ility Not addressed Not addressed. With Commissioner's prior approval.

A p p ea lab ility Not appoalab lo by anyono. Not appcalablo by anyone. Not appoalab lo by applicant.

Prepared by:
Sonato Ronourcos Committoo 5 / 8 / 9 5 1:15 PM



C o m p a r i s o n  o f  H B  2 0 7  V e r s i o n s .

G ove rn o r ’ s V e rs ion H ouso V o rs lon Sonate  Version

Non producing fields
Typos o f L oasos Uneconomic fiolds Same Same

Shut-in fiolds

R oya lty  F lo o r Before 7 8 - 7 5 %  (3.125% ) Non-producing 75%  (3 .125% ) Non-producing 5%  (60% )
(assuming 12.5% royalty) Alter 7 8 - 5 0 %  (6 .2 5% ) Uneconomic 90%  (1 .2 5% ) Uneconomic 3%  (76%)

Leg is la tive  O ve rs igh t None Advisory Cumpulsory when greater than S 10
million for non producing fields.

Sun se t None None Authority to grant ends March 15,
1999 for non producing fields.

C om m is lon e r's  F ind ings No Criteria No Criteria Esiablishes criteria to be addressed.

Selected by commissioner. Selected by applicant from DNR Selected by DNR.
3rd Pa rty  A na ly ses Costs paid by applicant. short list. Costs paid by applicant.

Costs paid by applicant.

A ss ig n ab ility Not addressed. Not addressed. With Comm issioners prior approval.

158 PM 5/ 2 / 95



C o m p a r i s o n  of  H B  2 0 7  V e r s i o n s .

G ove rn o r's  V ersion House V ersion S cn a lo  V ers ion

Non producing fields
Typos o f Loasos Uneconomic fiolds Same Samo

Shut-in fields

R oya lty  F lo o r Before 7 8  -75%  (3.125%) Non-producing 75%  (3.125% ) Non-producing 5%  (60% )
(ossum lng 12.5% royalty) After 7 8 - 5 0 %  (6 .25% ) Uneconomic 90%  (1 .25% ) Uneconomic 3%  (76% )

Leg is la tive  O versigh t None Advisory Cumpulsory when greater than $10
million for non-producing fields.

Sun se t None None Authority to grant ends March 15.
1999 for non-producing fields.

C om m is lon e r ’ s F ind ings No Criteria No Criteria Establishes criteria to be addressed.

4:04 PM 5/1/95 1
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FISCAL NOTE * . Version:. H B  ?f)7

STATE O F ALASKA
1995 LE G ISLA T IV E  SESS ION
Revision Dole: _________________
Titlo: Reduce Royalty Share/Hold Permanent Fund ‘ I BRU: _____

______________________________________Component: APFC

(H) Publish Date: :? / 2 7 / q s

Dopt. Affected;_________Revenue
APFC

Sponsor:
Requester:

GOV
GOV COMPONENT SERIAL NO. 109

Exp end itu re s /R evenu es (Thousands of D o lla rs )
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FY 01

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

H IICHANGE IN REVENUES (

1002 Fodoral Receipts
1003 GF Match
1004 GF
1005GF/Proqram Rocoipt3
1006 GFfMHTIA
OtherTOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estlmnto of any current ycnr (FY95) cost: S 
POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

No additional costs or significant impact is anticipated with the implementation of this proposed 
legislation upon the Alaska Pormanont Fund Corporation.

Prcparod by Martin Pihl Acting Eiocutno Qirocr
Division APFC
Approved by

Phono: 465-2047
Oato: 2/23/95

Commissioner Oobotuh Vogt 
Agoncy Rovonuo

\ - 'j. - f r r u  ’ I Oato 2/23/95

• : - -  PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICEi ♦ v-.# . for »urtn*f oitncwuon «»onna»on CM mo Oovsmors Lo ŝutivo 0»VO
I Bov lOfMi 05?too  u s  DOR



• •#- % FISCAL NOTE No. 3 . C o rrec ted0 N
STATE OF ALASKA 3ill V e rs ion : HB 2 0 7 *
1995 LEGISLATIVE SESSION (H ) Puc iisn  Date: 3 / 8 / 9 5
Revision Dato: Ordinal Dept Affected: Natural Resources
Title: An Act reiatlno to adiustmonts to rovaltv reserved tc BRU: Rosourco Doveloomont
the state to oncouraoe otherwise uneconomic aroouction of oil and ... Component: Oil & Gas Doveloomont
Sponsor House Rules Committee
Roduesior. Governor Knowies Componont Serial No. 439
Excenditures/Revenues (Thousand : of Dollars)
OPERATING EXPENDITURES rY $ " ” 7 7 9 8 rV$9 rV6o FYOl
^ rr.SbN A t SERVICES 90.61 94.0 §7!3 101.2 i65 .6 108.9
TRAVEL s.oi 5.0 5.0 5.0 5.(5 5.0
CCNTRACTUAL 3.01 5.0 5.0 5.0 5.6 5.0
SUPPLIES s 0[ 5.0 5.0 5.0 5.0 3.6
EOUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS 1rT 6T A l OPERATING •03 Si 103.0 112.5 116.2 120.0 122.9

““
jCARlTAL EXPENDITURES : . o 0.0 0.0 0.0 0.0 6.Cl
ICHANGE IN REVENUES 1 ;.:i 0.0 0.0 0.0 o.c 0.01

FUND SOURCE (Thousancs of Dollars)
12C2 -ecerai Rececis
f 013 G " Matcn I
•OOA GF ' -i 109.0 r .  2.5i 116.2 120.0 •22.31
:CC2 3r/3 'cg ram  Recects • ! ' 1 I 1* 006 GF/MH7IA 1 |<*••» e#w . r . i ! ' Ii ĈTal •Li if 103.0 1 12.31 *16.2 120.01 •22.31
Estimate ot any current year (FY95) cost: S ‘ .one
POSITIONS-mME 11 71 11 11 ~ n
PART-TIME Ol 01 01 01 Ol LI
~=VPC=ARY 01 01 oi 6i 01 Cl

“ 1

ANALYSIS: (Atasr a Mzm'Jt cage if nrceu.i'y)

SEE ATTACHED

-r«sa*#a ay
D.vucn: On & Gas 
ac: * :v#j  cy Commano

Kon gcvc. A:::-*: Z 'c z : : 1 3 2 .I  r  *VL ,  J
:62-2£a ;
2-Mar-3S

Nj^ra» Resources // /y________________
Date: i - 7 - ^ . T

PREPARES 7 0  PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
furtrw c stripuicn information can tho Govomcr: Legislative Cff<coC O M M JT IEE  CO PY  t * :



A TTA C H M EN T  FO R  F ISC A L  N O TE  - H B 2 0 7
R E D U C E  R O Y A L T Y  SH A RE /H O LD  PE R M A N E N T  FU N D  "H A RM LE SS "

Implementation o f  this legislation w ill create an increased w ork load fo r  the D ivision o f  O il &  Gas. 
W e anticipate that some o f  the applications w ill be analyzed within the D ivision and many w ill 
require analysis by third panics (the bill provides that third-party costs w ill be paid fo r by the 
companies). Because o f  the extremely sensitive and confidential nature o f  the data a considerable 
amount o f  interaction between the third-parry contractor and the state w ill be needed. 
Furthermore, the bill requires that applicants make a clear and convincing showing o f  the need fo r  
roya lty reduction, so the D ivision will need to evaluate the economic, geological and engineering 
data submitted fo r compliance with the.law p rio r to seeking the assistance o f  a third party.

Because this legislation contains provisions that may cause the terms o f  the application to vary 
over time, any approved application w ill need to be monitored on a continuing basis. W e e xp ea  
this program  to have broad appeal, however, we cannot anticipate how  many applications w ill be 
submitted or when they w ill be submitted.

An exempt Petroieum Engineer. Range 2 6A , w ill provide the broad background that w ill be 
needed to evaluate these proposals ctlectivelv. This position w ill need to be skilled not on ly  in 
Petro leum  Engineering, but w ill aiso need to have extensive know ledge o f  petroleum geo logy and 
petroleum  economics. The saiary cost o f  this position w ill be approximately S90 .6 the first year, 
including benefits. Additional, m inor expenses such as travel, contractual and supplies w ill be 
required which we estimate w ill not exceed S I 5 .0 . This position and the associated costs arc ou r 
estimates o f  the funding needed to get the program  started; i f  many applications are received, 
other positions may be required. W e  assume that each application w ill take between *J-6 
employce-months to  evaluate.

This legislation 'will e r ic a  state operating revenues in an unquantifiable manner (the Permanent 
Fund share is not affected by this legislation). This legislation gives the commissioner authority to 
grant roya lty  reduction which, on its face, w ou ld  seem to indicate a decrease in revenue.
However, since the purpose o f  this legislation is to promote development o f  fields that would not 
otherwise be produced, the net e ffe a  on state revenues should be positive. As a result o f  this 
legislation we are gaining new revenues based on this new production (albeit a: a somewhat 
reduced rate from  currently producing fie lds).

dnr fin sves hb207 wpd
Page 2 of 2



- , ' * No. 4 - *

‘ ^  BT Version: CSHB 207 (o&G)FISCAL NOTE (H; Publish Date: 3/22/95
STATE O F  A LA SKA  1311
1995 LE G IS LA T IV E  SESS ION
Revision Oato: ______3/14/95__________________________ Depl. Affected:_________Revenue_____________
Titlo:  Adjustments to Oil and Gan Roya BRU: Revenue Operaiions______________
  Componont:Oil & Gas Audit__________________
Sponsor ( ifi Rules
Roquosior: Governor COMPONENT SERIAL NO. 115

E xp end itu re s /R evenu es_____________________________(Thousands of Do lla rs)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY00 FY 01

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4 STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS i ■
TOTAL OPERATING • • • * . * •

CAPITAL EXPENDITURES I 1 1 1 1 1

[CHANGE IN REVENUES ( ) ............. ......................See Analysis.................................................

FUND SOURCE (Thousands of Dollars i
1002 Federal Receipts j 1
1C03 GF Match 1 1
1C04GF
1005 GF Program Recoipts
1006 GF MHTIA 1
O r
TOTAL * 1 * 1

Estimate of any curron! year (FY95) cost: S 

POSITIONS
FULL-TIME 1 1 1 1 1
PART-TIME 1 1 I
TEMPCPAPY -------------- 1-------------- 1_______  I I I !

ANALYSIS; (Attacn a separate page t necessary)

This Bill would grant the Comm issioner of Natural R esou rces bread authority to reduce the royalty terms 
of an oil and gas lease if sucn reduction would allow new commercial development, prolong field lifo. or 
reestadish commercial production from ole leases. The reduction could to  no greater than the 
percentage required to deposit royalty income under the mtiai 'ease terms into the permanent fund. The 
net impact of this provision will fce to insure that the permanent fund snare under the cngmal lease  terms 
will fce covered m the event of reduction m royalty rate . In theory, the ability to grant royalty relief should 
raise the casn bids on new leases
New production from this royalty reduction would most likely pay little severance tax cecause the 
Eccncm-c Limit Factor is designed to provide almost total tax relief to the kind of marginal fields this 
legislation is aimed at benefiting Eacn new Garret of production would fce sucjec: to the S.OS'tci o r 
S 03/to i hazardous re lease surcharge (depending on the fcaiarce <n the 470 fund) and tho S.C04,fccl 
conservation tax. The impact on the corporate income tax wcuid fce too small to m easure because of3 cc roc
Itvft Urfifjuwto-innn<1K>ntrt»i».h»f fl iiyQ .W a  h (W lin.lirt»Uhafa iulrtc awvWHi]i^> jniunmal w/'I.Uhiltl-
Prepared Chucx Lcqsscn Or.    Prone 277-S62'’
Civt.cn Oil jna Gas Audit Oiyr> ~ liV U V / L L  QvC I ! I*, £ a.0 3 ! a 3 5

Accrc-.ec £v Cammss.oner Deccran V&ct \ f t  *.».. 1 //ftST" Salo  ̂/ C £ /
Agency Rev~enuV v r

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE

,Q O A fM I  f  C O P Y *'C>1,fyXBOn rK rT iU "- T * G®v*mcrj



SENATE COMMITTEE REPORT
DATE: 4/20/95 FURTHER: Finance

DATE TURNED INTO OFFICE:__ 6 -5 -3 5 _________

Resources Committee considered CSHB 207(FIN) AM

"An Act relating to adjustments to royalty reserved to the state to encourage otherwise uneconomic 
production of oil and gas; and providing for an effective date.'

and recommends: Senate B i l l :
.-v\ /> < if a  1 I -'fsanie title| lie replaced with _ CS ^  2  0 7  ( /ZCS ) | | new title

House B ill:
I | adopt p rev iou s   C S __________________________________ ( __________ ) | | same title

j j technical change
| | attached amcndment(s) j j new: SCR*_______
I | adopt Letter o l Intent b y ________________________Committee
I | further referral to th e ___________________________ Committee

NF.VV F ISC A L  N O I K lS l:
Department Dak- Zero Fiscal

PR E V IO U S  F ISCA L N O TK (S ):*
Depanmcnt Date Zero Fiscal

A iV k k s !

I | A PPKO I'R IA  THIN — no fiscal note *indudr fRoil nntrs uiYnmpuntinR timcrnnr's hill
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SEC T IO N A L A N A LY S IS  
OF

SEN A TE  CS FOR CS FO R  H O USE  B l l  L NO . 2 ()7 (R E S )
(V E R S IO N  I )
M A Y  8 ,1 9 9 5

The Senate CS fo r CS fo r House B ill No. 2 0 7 (R E S ) defines the comm issioner’ s authority 
to increase, decrease o r  otherwise adjust the existing royalty terms o f  o il and gas leases to 
encourage production under three different circumstances. Presuming that the relevant 
conditions set forth in the hill arc met, the commissioner would be authorized: 1) under 
( j ) (  1 )(A ), to increase, decrease o r adjust the roya lty terms o f  leases overly ing delineated 
fie lds from  which o il o r  gas has not been produced fo r sale previously , 2 ) under ( j )U ) (B ) ,  
to increase, decrease o r  adjust the royalty terms o f  leases within producing fie lds where the 
fie ld 's operating costs exceed revenues, and arc like ly  to continue to do so absent roya lly  
increase, decrease o r adjustment, and 3 ) tinder ( j ) (  I ) (C ), to increase, decrease o r adjust the 
royalty rates o f  leases within shut-in fie lds to re-establish production that would not 
otherwise be econom ically feasible. 'Hie authority to grant an increase, decrease o r 
otherwise adjust roya lty  rates under ( j ) (  1 )(A ) expires Ju ly 1, 2000 . Fo r ( j ) (  I ) (B ) and 
< j) ( l ) (C ) there is no sunset date.

Sircliun 1.

This section amends AS 36 .30 .850 (bM 33) by adding a new paragraph which exempts the 
comm issioner’ s selection o f  a qualified contractor to assist in the review o f  an application to 
increase, decrease o r  otherwise adjust roya lty rates from  the provisions o f  the State 
Procurement Code. Contractors’ qualifications are described in Section 2, subsection 
( j ) ( 7 ) ,  below .

Sl’Cliun-2

This section amends AS 38.05.1 H0(j) as provided below .



Subsection ( j ) ( l )

This subsection clarifies that, before the commissioner may increase, decrease o r otherwise 
adjust a royalty rate, the fie ld must be delineated "sufficiently to a llow  the commissioner to 
conduct the analyses and make the findings required ..." instead o f  relying upon the more 
subjective standard o f  “ sufficiently to the satisfaction o f the comm issioner..." which was 
specified in an earlier version o f  the bill. This change was made to reinforce the 
expectation that the comm issioner’ s decisions to increase, decrease o r adjust roya lty rates 
w ill be well reasoned and supported by the record. This standard should encourage greater 
accountability, reducing the likelihood o f  disputes over whether the commissioner was 
"satisfied" with too little information before making a decision to increase, decrease or 
adjust roya lty rates.

Subsections ( j ) (  1 )(A ), ( j ) ( l ) ( B )  and ( j) (  I )(C ) c la rify  that any roya lty  increase, decrease o r 
adjustment w ill be based upon the economic feasibility o f  production from  the entire o il o r 
gas fie ld o r pool and not from  a "portion o f  the field o r poo l." This w ill provide the slate a 
safeguard against potential abuse o f  the royalty amendment provisions which might arise if 
the inquiry o f  what production is econom ically feasible is focused on ly  on selected leases, 
portions o f  leases o r vertically segregated zones underlying leases within a field.

The intent is to assure that, when royalties arc increased, decreased o r adjusted, the state 
w ill have the opportunity to share on the upside to the same extent it agrees to accept 
additional risk on the downside. B y  focusing this legislation on fie ld-w ide o r pool-w ide 
economics, the likelihood is reduced that the state w ill be asked to participate on ly in the 
sharing o f  costs fo r the most expensive wells within a fie ld o r pool while being denied the 
opportunity to share more equitably in the revenues from  more econom ical wells.
*

Sutocrtiun. liUU

This subsection establishes the general standards fo r any roya lty increase, decrease o r 
adjustment to be a “ d ea r and convincing showing that an increase, decrease o f  adjustment 
o f  roya lty meets the requirements o f  this subsection and is in the best interests o f  the state." 
It a lso places the burden o f  p roo f fo r making that showing on the lessee.



This subsection directs the commissioner to condition any royalty increase, decrease o r 
adjustment "in  any way necessary to protect the state's best interest." The Senate 
Resources Committee CS establishes the requirement that the commissioner describe in a 
written findings and determination the assumptions upon which an increase, decrease or 
adjustment is based, and set forth the terms and conditions, which may include the 
substitution o f  a sliding scale roya lly  o r other mechanisms that w ill be applied to increase, 
decrease o r adjust the state's roya lly  share i f  the assumptions upon which the commissioner 
relied arc subsequently determined cither to have underestimated o r  overestimated the 
economic feasibility o f  the fie ld 's development without the royalty increase, decrease or 
adjustment.

Subsct;liun.(iH4)

This subsection sets forth explicit limitations on the comm issioner’ s authority to grant a 
roya lly  increase, decrease o r adjustment. W ith respect to delineated but previously non­
producing fie lds ( j ) ( l  )(A ). the Senate Resources Committee C S  would forb id an increase, 
decrease o r adjustment o f  roya lty i f  the increase, decrease o r adjustment would establish a 
roya lty rate o f  less than five percent in amount o r  value o f  production removed o r sold.
W ith respect to non-cconomic producing ( j ) (  I HB ) and shut-in fie lds ( jM I)(C ). the 
comm issioner may not decrease o r otherw ise adjust the roya lty rate below a f lo o r o f  three 
percent in amount o r value o f  the production removed o r so! J.

Subsccliun-lillf)
This subsection requires the commissioner to condition any roya lty increase, decrease o r 
adjustment with an explicit notice that the increase, decrease o r adjustment may not be 
assigned without the prior written approval o f  the commissioner. It further specifics lhal 
the comm issioner's approval shall be haved upon a clear and convincing showing by the 
assignor that the assignment meets the requirements o f  subsection (jK  I ). and is in the best 
interests o f  the state.



Subsection (1)16)

This subsection establishes the requirement that the applicant submit supporting financial 
and technical data with an application fo r a roya lly  increase, decrease o r adjustment. It 
defines the categories o f  in formation w hich may be required, and provides fo r the 
confidentiality o f  documents submitted in support o f an application to increase, decrease or 
adjust the roya lty rate.

The Senate Resources Committee CS makes explicit that the comm i'sioncr w ill require data 
necessary to make an informed decision on an application to increase, decrease o r 
otherwise adjust royalty rates In addition, the limitation o f  the comm issioner's authority lo  
require any information other than financial and technical data relating to "production", 
which appeared in an earlier version o f  the b ill, has been deleted, c larify ing that the scope 
o f  the comm issioner's inquiry may include financial and technical data relating to 
development and transportation o f  o il and gas. as well as production, i f  the commissioner 
determines that those data arc necessary to properly evaluate an application.

The subsection a lso  defines the confidentiality principles which w ill apply to information 
submitted in support o f  an application tn adjust royalties. At the direction o f  the m ajonty o f  
the members o f  the Legislative Budget and Audit Committee, the data may he disclosed to 
die director o f  the division o f  legislative finance and the permanent employees o f  their 
respective divisions, and to agents, o r  contractors o f  the legislative auditor o r the legislative 
finance director w ho are engaged under contract to evaluate the royalty increase, decrease 
o r  other roya lty adjustment. The data may not be disclosed to members o f  the legislature, 
and w ill remain confidential under the provisions o f  AS 38 .05 .03 .V aX 9) upon lessee s 
request.

S u l i i c a im i - i i n Z i

This subsection confirm s the comm issioner's authority to require the applicant to pay fo r 
the services o f  an independent contractor to assist the commissioner in review ing an 
application to increase, decrease o r uthcrw isc adjust royalty rates. Relative to an earlier 
version o . the N !l. the contractor's qualifications have been expanded to include the ability 
to evaluate hydrocarbon production, development and tranvponation economics.



S u Iu c c l im L t i l i a i

This subsection establishes the requirement that the commissioner make and publish a 
prelim inary findings and determination (prelim inary findings) on applications to increase, 
decrease o r otherwise adjust the royalty. Prelim inary findings related to increases, 
decreases o r adjustments under ( IX  A ), must first be submitted tn the governor fo r the 
governor's approval o r disapproval. I f  the governor approves the prelim inary finding, the 
commissioner must: I ) give reasonable public notice, and 2 ) concurrently with the 
issuance o f that notice, i f  directed by the leg is la tive Budget and Audit Committee, make 
copies o f the findings and supporting financial and technical data available to those persons 
authorised under (6X B ) o f  this subsection lo  review the data and 3 ) invite public comment 
on the prelim inary findings fo r a 30 day period

f o r  prelim inary findings under ( I ) (B )  o r ( O  o f  this subsection, the commissioner must 
g is t reasonable public notice and a llow  fo r a 30-day comment pcnod on the proposal.

Sutoccliun Jjifli

This subsection defines a list o f  issues. ( jX 9X A )- ( jX 9X D ), sshich the comm issioner must 
address in any written finding and determination fo r a roya lty increase, decrease o r  
adjustment.

Subsection (ill 10)

This subsection sets forth the requirement lhal the commissioner o ffe r lo  appear before the 
leg is la tive  Budget and Audit Committee (M IA  A ) on a day no earlier than 10 days and not 
later than 2 0  days after giving public notice o f  a prelim inary findings and determination on 
a royalty increase, decrease o r other adjustment u> provide (lie committee a review o f  the 
findings and the supporting financial and technical data

I f  the LB & A  Ccanmittec accepts the o ffe r, it shall gise notice o f  the meeitng to a ll members 
o f  the leg is la tu re . and i f  the technical and financial data must be kept confidential, as 
providicd in ( f t x B l. the commissioner may appear in c tccu tite  session

3
«



Subjection (i)f 11)

This subsection provides that ‘ he commissioner shall make copies o f  the prelim inary 
findings ami determination fo r a proposed increase, decrease o f  adjustment o f  a roya lty rate 
lo  the presiding o ffice r o f  each house; the chairs o f  the legislature’ s standing committees on 
resources; and the chairs o f  the legislature’ s special committees on o il and gas, i f  any.

Sub:>ccliuii..ljJil2)
This subsection defines the timelines and administrative procedures to be fo llow ed in 
sunu iunring  the public comments, preparing and distributing the final findings and 
determination and amending the leaves to reflect an increase, decrease o r other adjustment 
o f  roya lty rates, depending upon whether the findings apply to increases, decreases o r 
adjustments under ( t ) (A )o r  those under ( I  ) (B ) o r  ( IH C ). This subsection a lso contains 
language a ffirm ing that the comm issioner’ s decisions, as regards the applicant, arc final 
and not appealable to the coun.

f o r  fina l findings foe adjustments under ( IH B )  o r (C ) o f  this section, the commissioner is 
directed, within 3 0  days after the c lose o f  the public comment period, to prepare a summary 
o f  the pub lics response to the pre lim inary findings, and make a final findings and 
determination, f o r  those adjustments under ( I HA) o f  this section, the commissioner is 
directed to sum nun rc  the public comments, make his final finding and submit it to the 
governor fo r the governor's approval o r disapproval, fh c  governor may not dclagate a 
decision to approve o r  disapprove a final findings and determination fo r an increase, 
decrease o r other adjustment under section ( I HA).

Unde* ( 12>(I)' o f  this subsection, the comm issioner is directed to provide copies o f  the 
final findings and determination (fo llow  mg the governor’s approval, i f  under ( I ) (A )) to the 
lessee o r lessees, and with their consent to amend the leasers) o r unit agrecmcm(s) to reflect 
the increase, decrease o r adjustment consistent with the terms o f  the findings and 
determination. Copies o f  the final findings and detenmnation arc to he provided to each 
pcrvm  who submitted comments dunng the public comment penod and who filed a request 
fo r copies.

S u b M tt iu n  l i l i l i i

<»
4-



This subsection clarifies that the commissioner may. under the authorities vested by this 
b ill, increase, decrease o r adjust the royalty provisions o f  leases arising from  conversion o f 
Exploration Licenses.

Sccliuo-J

Section 3 amends the provisions o f  AS 3 8 .0 5 .180 (p ) to c la rify  that the comm issioner may 
not increase, decrease o r otherwise adjust roya lly  on leases in connection with a 
cooperative o r  unit plan except as provided in AS 3 8 .0 5 .180 (p ). as amended by this b ill.

3caiim-4

Section 4 amends the provisions o f  AS 3 8 .0 5 .180 (s ) to c la rify  that the comm issioner may 
not increase, decrease or otherwise adjust royalty on leases in connection with a 
commum/ation o r drilling agreement except as provided in AS 38 .05 .180 (s ). as amended 
by this b ill.

S c d iu n J S

Section 5 amends the provisions o f  AS 3 8 .0 5 .18 0 (0  to c la rify  that the comm issioner may 
not increase, decrease o r otherwise adjust roy a lty on a lease o r .rases that arc subject to a 
d rilling o r development contract except as provided in ( j )  o f  this section, as amended by 
this b ill.

SttlimJfr

Section 6  provides fo r an immediate effective date under AS 0 1 .1 0  0 7 0 (c )
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SE N A TE  CS FO R  CS F O R  H O U SE  B IL L  N O . 2 07 (R E S )

IN THE LE G ISLA TU R E  OF TH E  STATE O F  ALASKA

N INETEENTH  LEG ISLA TURE  - F IR ST  SESS ION
BY THE SENATE RESOURCES COMMITTEE
Ottered:
Referred:

Sponsor**): IIOCSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A B IL L

FO R  AN A C T  E N T IT L E D
||

1 "A n  Act re lating to ud juM n rnL . to roya lty  reserved to the slate to encourage

2 otherw ise uneconom ic p roduction  o f o il and gas; and prov id ing fo r  an eITcclive

3  d a te ."
I

4 B E  IT  EN A C TED  BV  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A LA SK A :

5 •  Section I . AS 36.30.850(b) is amended hv idding a new paragraph to read:
6 (3 3 ) contracts between the Department o f  Natural Resources and

contractors qualified to evaluate hydrocarbon development, production, transportation.
8  and economics, to assist the commissioner o f  natural resources in evaluating applications
9 fo r oil and gas royalty increases or decreases o r other o il and gas royalty adjustments.

JO and evaluating the related financial and technical data, entered into un> er
11 AS 38 05.180*j ) .
12 • See. 2. AS 3 8 .0 5 .180 (j) is amended to read:
13 0> I h s  (TO  PROLON G  THE ECO N OM IC  L IFE  O F  AN O IL  A N D  GAS
14 H ELD  OR TO REESTABLISH  COM M ERC IAL PRODUCT ION  OF SHUT-IN  O IL  OR

•I* SCS CSMB 207(RES>
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GAS TH A T  W O U LD  NOT O THERW ISE  BE  ECO N O M ICA LLY  FE A S IB LE . TH E ] 
commissioner

( I )  may -P rov id e , fo r  nn increase o r  decrease o r  otherw ise ad just 
[SH A LL  A DOPT  REGULAT ION S TO A LLO W  REDUCT IO N  O F ] royalty on 
LncIIvjclunt leases, leases unitired as described in (p ) o f this section, leases subject to 
Hll-agKgmgJlLr»cscri.iic<l— ln _ fs )_ o r .It) Of this_scction, o r  Interests nnitized under 
AS 31 .05 ; the comm issioner mav act under this subsection tn increase, decrease, o r  
otherw ise ad just the rovn ltv

(A ) a fte r the effective .date o f this Act and not la te r  than 
JuIy_L_.2QQPt.tQ a llow  for_prodtiytion_from  an oil o r  gas fie ld  o r  poo l I f

(»)— the oil n r gas fie ld o r  pool has been delineated 
&ufficjently_to a llow  the comm issioner tn conduct .the ana lyses and 
make the findings renuired hv this subsection:

(ii) the field o r  coo l has not previously produced oil o r  
gas fo r  sale; and

<lii_)_oil_QHnas_i)rQductiQii fro n t tho field or_DOQl would 
not otherwise he economically feasible:

IB ) to p ro long  the .economic life o f  an oil o r  gas fie ld o r  poo l 
os costs per ba rre l o r ba rre l equivalent.increase such that fu tu re  p roduction 
w op ld .not o therw ise he ccgnQ in ita lb -Itas ih lti-o r

(C ) to reestablish production o l shut-in nil n r gas that would 
not otherw ise he econom ically feasible;

Q1 [. THE  CO M M ISS IO N ER ) may not grant a [R E D U C T IO N  OF] 
royalty increase, decrease, o r  o ther adjustment unless the lessee o r  lessees requesting 
the increase, decrease, o r  o the r adjustment [R ED U C T IO N ] makes a c lear and 
gonv incine showing that an increase, decrease, o r o ih c rnd iu s tm cn t o f royalty_mccts 
'itC requ irem ents o f  this M ihsectbo and is in the best Interests o f  the js ta lg ;

i3)_sliall

1AJ [THE REVENUE FROM THE LE SSEES  SH A RE  O F  A LL 
H YDRO CA RBO N S PRODUCED  FROM THE F IE LD  IS A ND  IS L IK E L Y  TO  
CO NT INUE  TO BE IN SUFF IC IENT TO PRODUCE A REASON ABLE  RATE 
OF RETURN  W ITH  RESPECT TO THE LESSEE S TO TA L IN V E ST M E  T IN

SCS CSHB 207<RES> -2-
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THE F IELD . THE COM M ISS IONER M A Y ] condition nn}: [A ] roya lly  
increase, decrease, o r o ther adjustment [REDUCT IO N ] granted under this 
subsection in any way necessary to protect the state's best interests:

03)_describe , in the findings and determ inations requ ired  by 
Ihls.MibsecUon. tlienssum ptlons. including price, p ro jected production  rate 
or_vo lum e, predicted ultim ate recovery , and development, operating , and 
Iranggortathm costs, upon whici the increase, decrease, o r  other ad justm ent 
Is based; and

(C ) set out the terms and conditions, which m av include 
sub stitu tion /if a sliding scale roya lty  o r  o ther mechanisms, .that wi]] govern 
snbsennrnt increases, decreases, o r other adjustments to restore, increase, o r 
decrease the state's rovn ltv  share i f  the assumptions nnon which the 
comm issioner relied are suhsemicntly determ ined to have underestimated o r 
overestimated the economic fcnsjhiljty o f thc development o f  the fie ld  o r  pool 
w ithout a roya lty  increase, decrease, o r o ther ad justm ent;

L4)_mav not grant a roya lty  increase, decrease, o r  o ther ad justm ent 
fo r  a fie ld  o r  pool

LV> nnderj.UlAI.ofJhis.suhsectionjLthe.rovajtyJjicrgasc, 

decrease, o r  adjustment fo r  the field o r  pool would estab lish a ro ya lty  rate 
o f jess tlym  five percsnt .ifLamQHnt.or.Ya lu c .o L thC-PLQdiicljo n rc mo.YCd .9 r  
so ld from  a lease o r  leases covering the Held o r  noo l:

( I I )  under < 1 HB) o r  ( 1 ) 4 0  o f  this subsection i f the roya lty  
decrease o r  o ther adjustment fo r  the field o r  nool would establish a rova ltv  
rate o f  less than three percent in amount o r  value o f the production removed 
o r  so ld  from  a lease o r leases covering the fie ld o r  noo l;

(5 ) may not grant a roya lty  increase, decrease, o r o the r ad justm ent 
u n d e r this subsection without including an explicit condition that the roya lty  
lncrca.sc._decrease. o r  o ther adjustment is not assignable without the nriQC_wriltcn 
ap p ro v a l o f  the com m issioner! the commissioner's app rova l o f an assjunmenLmust 
bc -b as td  on a c le a r and convincing showing by the assignor that the assignment 
m ttdv .ih r j-e q u lrem e n h  o f  ( I )  o f  this subsection and is In the best Interests o f  the 
state:

•3» SCS CSHB 207<RES>
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j6 ) _ s h n jl_requ ire the lessee n r lessees to subm it, with the app lication 
£ Q lJ l lc jr 9 in lt y jn y r9 a ^ t decrcase1.>?r other adjustment, financial and technical dnt:» 
ih iiL dcmpnstrotc that thcjTqnircmcnj s o f j h l s  subsection arc met; the commissioner 
sha ll

1AJ — requ ire  disclosnre_or_thc financia l and technical data 
re la ted  to (lovclopmonL-PJOdyctloD^and transDortatlon o f o il and gas from  
the, fie ld  o r  poo l that a rc nec.essary_to.make a determ ination as to whether 
o r  not to g ran t (he request fo r  roya lty  increase, decrease, o r  o th e r 
ad ju stm en t: and

i l l )  keen the data descrihcd in fA ) o f  this p a ra g rap h  
con fid en tia l under A.S 3 8 .0 5 .0 3 5 (a )(9 ) at the request o f  the lessee o r  lessees 
m ak ing  ann lica tion  fo r  the rova ltv  increase o r  decrease o r  o th e r rovn ltv  
ad ju s tm en t: the con fiden tia l da ta

( i) at the direction o f the m a jo rity  o f the m em bers o f  
the l egislative Budget and Audit Comm ittee, may he disclosed hv 
the com m issioner on lv  to the legislative aud ito r, the d ire c to r o f  the 
division o f  legislative finance, and the permanent employees o f t h c i r  
respective d iv isions, and to agents o r con trac to rs  o f  the leg is la tive 
au d ito r o r  the legislative finance division d irec to r who a rc  encaged

I
unde r,con trac t to eva luate the roya lty  increase, decrease, o r  o th e r 
ro y a lty  ad ju stm en t:

( i i )  m av not he disclosed to leg is la to rs ;
(7 )  mav rcuu ire  the lessee o r lessees m aking ann lication fo r  the 

ro y a lty  increase , decrease, o r  o th e r ad justment to nay fo r  the services o f  an 
independent con trac to r. Qualified to evaluate hvdrocarhnn development, production , 
tran sp o rta tion , and econom ics, *»ho is selected by the com m issioner to assist the 
com m issioner in eva luating the app lication and financial and technical d a ta ; 
selection o f  an independent con trac to r under this pa rag raph  is not s u h k c l- lQ  
AS 3630:

tg ).5hall
iA l m ake and publish a p re lim in a ry  .U n d ln e s -a n d  

determination on the royalty Increase, decrease, or other ad iy.yi.mtnl
SCS CSIIB 207(RES) -4-
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a p c lk a t jo n ;. Q ’ e p re lim in a ry  Pnd.te _ p n d _ d e te Hm^ 
rp ya lty . jnerense^decrense, o r  o the r ad justm ent under (IM A ) o f  this 
SUhSgctjon,- the_ j)re lim inn ry_ find ings_nn_d-dg lg rn iination  sha ll a lso  he 
presented J o  thc jLove rnor fo r.th e  govorn»r!s_app_roval o r  d isap p ro va l; the 
g ove rn o r mny_no.t d e le g a te a d e te rm in n t jo n to a n n ro v e  o r  d isnnn rove  n 
pM m inacy .find jn iL S .and  determ ination under this suhna rag ran h :

( f t ) -for a royalty increasc^dccrease, or o th e r ad ju stm en t 
unde r. (1 ) (A ) o f  this subsection, if the gove rnor app roves the p re lim in a ry  
f indings and determ ination under (A ) of this p a rag raph ,

( i ) .  give reasonab le puh lic . noticc o f th e .p re lim in a ry  
findings and determ ination :

l j i ) _ CQACurrcnd^_wJ th _ theJss[i.n_ ric e _ o jlthe_ p j jh)ic 
notice, i f  directed bv the Legislative Budget and Audit Com m ittee , 
m ake ava ilab le  conies o f  the comm issioner's p re lim in a ry  find ings 
and determ ination  on the rovn ltv  increase, decrease, o r  o th e r 
ad justm ent ann lication and the supporting financ ia l and technica l 
data , includ ing the w ork nancrs. analyses, and recom m endations o f  
anv con trac to rs  retained under (7 ) o f  this subsection, to persons 
au tho rized  unde r (6HH ) o f  this subsection to review the d a ta : and

(iii) invite nuhlic comment on the p re lim in a ry  
find ings and determ ination  du ring  a 30-day period fo r  receipt o f  
nuh lic comm ent;

( C L fo r  n ro y a l t y  in c r?ase t ,d e ep en s^ p r  o th g r  a d ju s tm e n t  

u n d e r  d ) (B )  o r  ( O  o f  th is  s u b se c t io n , i f  th e  p r e l im in a r y  f in d in g s  a n d  

d e te rm in a t io n  a p p ro ve s  a ro v n ltv  in c re a se , d e c re a se , o r  o th e r  a d ju s tm e n t .

(iL .ttiyc_ryaM )jm i l ls j? u h lic notice o f  the p re lim in a ry  
find ings and dete rm ination ; and

til) invite public comment on the p re lim inary  findings 
♦ind_d.etcrminat.jon during n ,HH f v_permd for m e jpt qf.p u h liv  
com m ent;
(? )  ShiLlj address jn  anv findings and determ inations requ ired  under

-5- SCS CSIIB 207(RES)
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(h is subsection

l  2
(A ) the pro jected elTccts o f the proposed roya lty  increase.

I
decrease, n r o ther ad justm ent on Ihe state's revenue:

1  4
(B ) the like lihood that the proposed rova ltv  increase, decrease.

o r  o ther ad justm ent w ill result in incremental capital investment o r  o the r3 6 beneficial spending within the state, and the steps taken bv the comm issioner

1  7 in conditioning the rova ltv  increase, decrease, o r  o ther ad justm ent to assure

I  8 that anticipated investments o r  other beneficial spending w ithin the state

A 9
occur:

I  »o (C ) the pro jected effects o f the proposed rova ltv  increase.
11 decrease, o r  o ther ad justm ent on the employment o f A laskans and the use

9  12
o f  in-state con trac to rs and suppliers: and

8  13 ( 0 )  the p ro jected effects o f the proposed rova ltv  increase.
%  14 decrease, o r  adjustment upon existing and potential new o il and gas
M  | ̂  | exp loration and development, and upon competition and patte rns o f
M  16 ! investments related to o il and gas exp loration and deve lopm ent:

I  1 7 (1 0 ) sha ll o f fe r  to appear hefore the Legislative Budget and Audit
R  18 Com m ittee on a dav  that is not e a r lie r than 10 davs and not la te r  than 20 davs

3  1 9 1 a fte r  giving public notice u nde r (8 ) o f  this subsection, to p ro v id e  the com m ittee
K  20 a rev iew  o f  the com m issioner’ s p re lim in a ry  findings and d e te rm ina tion  on the
1  21 j ro y a lty  increase, decrease, o r  o th e r ad justm ent app lication  and the suppo rting

* •  — fin anc ia l and technical da ta : i f  the Legislative Budget and  Audit C om m ittee
1  23 accepts the com m is ,toner's o ffe r , the comm ittee sha ll give notice o f  the i
1  24 com m ittee's meeting to a ll m em bers o r the leg is la tu re : if, u n d e r (6 1 (B ) o f  this

1  2 5  1 subsection, the financ ia l and technical data must he kept con fid en tia l at the

1  2 6 rc u u c :t o f  a lessee o r  lessees m aking app lication fo r  the ro v a ltv  increase o r
I  271 decrease o r  o th e r ro v a ltv  ad justm en t, the com m issioner m ay app ea r be fo re  the

28 com m ittee in executive session: 
—  ■ --------------- 1— 1

29 (11 ) shall make copies o f the pre lim inary findings and determ ination
.10 ava ilab le  to j*

31 ( \ l  the presiding o ffic e r o f each house [IN TEREST . I

32 INCLUD ING  RESTORATION  OF THE STATE’S R O YA LT Y  SHA RE IN THE !

SCS C S IIB  207(RES) -6-
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EVENT OF AN INCREASE IN THE PRICE OF OIL OR GAS. BEFORE 

APPROVING A ROYALTY REDUCTION. THE COMMISSIONER SHALL 

MAKE A WRITTEN FINDING THAT THE STATE HAS OBTAINED THE 

MAXIMUM POSSIBLE ECONOMIC RETURN THAT IS COMPATIBLE 

WITH ALLOWING A REASONABLE RATE OF ECONOMIC RETURN FOR 

THE LESSEE. AND SEND COPIES OF THE FINDING TO ALL MEMBERS] 

of the legislature!

<B) the chairs of the legislature's standing committees on 

resources; and

(C) the chairs of the legislature's special committees on oil 

and gas, if  anv:

(12) shall, within 30 davs after the close of the nuhlic comment 

period under (8) of this subsection.

(A) prepare a summary of the public response to the 

commissioner's preliminary findings and determination:

(B) except as to a final findings and determination proposed 

for a rovnltv increase, decrease, or other adjustment under (1)(A) of this 

subsection, make a final findings and determination, which is final and not 

appealable to the court hv the lessee or lessees;

(O  as to a final findings and determination prepared fo r 

a rovaltv increase, decrease, or other adjustment under (1)(A) of this 

subsection, make a final findings and determination and present it to the 

governor for the governor’s approval or disapproval: the governor mav not 

delegate a decision to approve or disapprove a final findings and decision 

presented under this subparagraph; the commissioner's final findings and 

determination regarding a rovaltv increase, decrease, or other adjustment 

prepared under this subparagraph, if  approved hy the governor, iv a s  to 

the lessee or lessees applying for the rovnltv increase, dccrensc. o r other 

adjustment, final and not appealable to the court;

(P) transmit a copy of the final findings and determination 

prepared under IB) or (C) of this paragraph to the lessee or lessees making 

application for the rovaltv increase, decrease, or other adjustment;

•7. SCS CS IIB  207(RES)
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1 lE)_wjth Ihe consent otthe lessee nr lessees applying for the

2 LQialty incroase^decrease, or other adjustment, amend the lease or

3 nmtjyntion agreement of the_ lessee, or lessees applying for the rovnltv

4 increase,.clecreasc^jLother. adjustment consistent, with the commissioner's

5 final findings and determination: and

6 (F)— make copies, o f jh c  final findings and determination

7 available to each person who submitted comment under (8) of this subsection

8 and who has filed a request for the copies;

9 (13) is not limited bv the provisions of AS 38.05.134(3) or (0 of this

10 section in the commissioner's determination under this subsection.

11 * Sec. 3. AS 38.05.180(p) is amended to read:

12 (p) To conserve the natural resources of all or a part of an oil or gas pool, field.

13 or like area, the lessees and their representatives may unite with each other, or jointly

14 or separately with others, in collectively adopting or operating under a cooperative or a

15 unit plan of development or operation of the pool, field, or like area, or a pan of it, when

16 determined and certified by the commissioner to be necessary or advisable in the public

17 interest. The commissioner may. with the consent of the holders of leases involved.

18 establish, change, or revoke drilling, producing, and royalty requirements o f the leases

19 and adopt regulations with reference to the leases, with like consent on the part of the

20 lessees, in connection with the institution and operation of a cooperative or unit plan as

21 the commissioner determines necessary or proper to secure the proper protection of the

22 public interest. The commissioner mav not decrease rovaltv on leases in connection

23 with a cooperative or unit nlan except as provided in <i) of this section. The

24 commissioner may require oil and gas leases issued under this section to contain a

25 provision requiring the lessee to operate under a reasonable cooperative or unit plan, and

26 may prescribe a plan under which the lessee must operate. The plan must adequately

27 protect all parties in interest, including the state.

28 ■* Sec. 4. AS 38.05.180(s) is amended to read:

29 (s) When separate tracts cannot be individually developed and operated in

30 conformity with an established well-spacing or development program, a lease, or a

31 portion of a lease, may be pooled with other land, whether or not owned by the state.

32 under a communication or drilling agreement providing for an apportionment of

SCS CSHB 207(RES) -8-
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production or royalties among the separate tracts of land comprising the drilling or 

spacing unit when determined by the commissioner to be in the public interest. 

Operations or production under the agreement arc considered as operations or production 

as to each lease committed to the agreement. The commissioner mav not decrease 

rovnltv on leases in connection with n communication or drilling agreement except 

as provided in (i) of this section.

Sec. 5. AS 38.05.180(1) is amended to read:

(t) The commissioner may prescribe conditions and approve, on conditions, 

drilling, or development contracts made by one or more lessees of oil or gas leases, with 

one or more persons, when, in the discretion of the commissioner, the conservation of 

natural resources or the public convenience or necessity requires it or the interests of the 

state arc best served. A ll leases operated under approved drilling or development 

contracts and interests under them, arc excepted in determining holding or control under 

AS 38.05.140. The commissioner mav not decrease rovnltv on a lease nr leases that 

are subject to a drilling or development contract except as provided in (i) o f this 

section.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

-9- SCS CSIIB 207(RKS)
r ,W  re .X E  " r r f f f f Ln*ii {DELE7ZD 7CX7 BHACKtTZD}



A la sk a  S t a t e  L e g is la tu re
Session: Interim:
State Capitol 716 W 4th Avenue
Juneau AK 99801-1182 MEMO Anchorage AK 99501-2133

TO Jack Chcnowcth, Attorney
Legal Services

PROM: Annette E. Kreitzcr. / .idc to
Senate Resources Committc

DATE: May 4. 1995

RE: Committee Substitute

Please prepare a Resources Committee Substitute for HB 207 incorporating the attached 
amendments numbered: 1. 2, 3 ,4 .5 .8 and 11; and the following amendments which also 
were adopted:

a) AM #6 : Insert or pool after oil or gas field wherever oil or gas field appears in the 
Senate Resources Committee Version B Work Draft, beginning on page 2. line 10.

b) AM #7: Page 2. line 10 DELETE: [MARCH 15, 1999]insen: JulV-L2lWj
e) AM#10: Page 5. line 6 following the word adjustment:

insert: onihc-statc's revenue;

d) AM «11: Page 2. lines 18*20
DELETE: (B) [lo  prolong the economic life of an oil or 

gas field when the field's operating costs exceed its revenue and, w ithout a 
royalty or other adjustment are likely to continue to do so: or|

Insen: (B) to prolong the economic life of an oil or gas field or pool 
as costs Dcr-baircl or barrel equivalent increase such that future production would not 
otherwise be economically feasible: or



9-GH0039\B.6^
Chcnoweih

5/2/95
I

A M E N D M E N T  j

OFFERED IN THE SENATE

TO: SCS CSHB 207(RES)

Page 4, line 14:

Delete "production, transportation! and marketing ’ 

Insert production, and transportation ‘
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Chcnowcih 

5/2/95

OFFERED IN THE SENATE

TO: SCS CSHB 207(RES)

1 Page 5, line 13:

2 Delete

3 Page 5. line 14:

4 Delete including its effects'*

A M E N D M E N T L

•i.
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5/2/93

A M  K N 1) M  K N T

OFFERED IN THE SENATE
TO: SCS CSHB 207(RES). 9-GH0039VB. 4/29/95

1 Page 8, line 29:
2 Delete “iiK reax- tfr"
3 Delete or o therw ise a d ju s t '

4 Page 9. line 11:

5 Delete "increase o r *

6 Page 9. line 12:
Delete ‘or o therw ise ad ju st

8 Page 9. line 21:
9 Delete increase o r ’

10 Delete or o therw ise ad ju s t ’

J  
,  r

/  ‘ i
.  i

„  /  
7 n

•i-
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5/3/95

V

! Page 1, line 8:
2 Delete "marketing"

3 Page 2. line 19: v • I '
4 Delete increase. 1 1 *

• r

I5 Page 2. line 20. after "decrease i
6 Delete V

7 Page 3. line 5. after including':
8 Insert price.'

9 Page 3. line 6:

10 After "recovery."
11 Delete qx"
12 Insert "and
13 After development
14 Deiete and'*
15 Insert V
16 After "operating
17 Insert \_and. transportation

18 Page 3. line 9:
19 Delete ",_a share of net profits."

OFFERED IN THE SENATE
TO: SCS CSHE 207/RES)

•I-
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Page 4, line 26:
Delete "marketing"

9*GH0039\B.8
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WORK DRAFT WORK DRAFT WORK DRAFT

SENATE CS FOR CS FOR HOUSE B ILL  NO. 207(R£S)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

OfT«rcd:
Referred:

Spoiuorts): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED 

"An Act relating to adjustments to royalty reserved lo the state to encourage 

otherwise uneconomic production of oil and gas; and providing for an effective 

date."

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

. -i t  c,' ‘ * ,  *
♦SrcHmi!. A* 36.30.850(b) is amended by adding a new paragraph to read:

• r r I

(33) contracts between the Depanmcnt of Natural Resources and 

contractors qualified to evaluate hydrocarbon development, production, transportation, 

and markctingj:conomics. to u^ist the commissioner of natural resources in evaluating 

applications for oil and gas royalty increases or decreases or other oil and gas royalty 

adjustments, and evaluating the related financial and technical data, entered into under 

AS 38.05.l80(j).

•  § M . 38.05.1S0(j> is amended to read:

(j) IllS  (TO PROLONG THE ECONOMIC LIFE OF AN OIL AND GAS 

FIELD OR TO REESTABLISH COMMERCIAL PRODUCTION OF SHUT-IN OIL OR

• I. SCS CSHB 207(RES)
■Vev " n i t d  i r . n l  [C tU CTZS  TZXT B M C K X 7 E 3 ]
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^  ity’ f '
j  j i

GAS THAT WOULD NOT OTHERWISE BE ECONOMICALLY FEASIBLE. THE] 

commissioner

(I)  mav provide for an increase or dccrcase.oj^Qlhei^sg-aditr ii 

(SHALL ADOPT REGULATIONS TO Al LOW REDUCTION OF] royalty on 

individual IcascsJa am n ltiw ri.a^ k S S r iM  in .(BJ.nf .lhiS KtitoPJwgSS-^HliireLtfl 

an agreement described in (s) or (t) of this section, or Interests unitized under 

AS 31.05; thc.commissioncrmay act under this subsection to increase, <kcK«c,j?r 

*L —
l A L . a f t c r. th e- effective .d n K . f r f J b l S - A E L a f l l j l o l J t o t e r J h a i l !

Jo_ajlo>v_f<>r_product!g n mja n_ni 1 _or gas lieldj f

(J)_the oil or cas field has.been dclinented sufficiently 

to allow the commissioner to conduct the analvse-; and make the 

findings required by this subsection;

(ii)_ the Held h.̂ s not nrtvlonslv producerl o L U j^ a jJ or

sale; and

(iii) oil or gas production from the field would not

(P» to prolong the economic life of an oil or gas field when_\hc 

P.?ld_s_Qi>eratjng_costs_exceed_i{s_£gvenu?-a.Dd1_\vilh i>nt a rgyaUy.incrgaK1, 

dccrea<^or.oth^ra d iustmentv arcJjkcUj.o_conLlnucJo,doj o i i ^

(C)_fn reestablish production of shut-in oil or gas that would 

not otherwise he economically fea.sjh|e;

121 (. THE COMMISSIONER] may not grant a [REDUCTION OF] 

royalty increase, decrease, or other adjustment unless the lessee or lessees requesting 

the increase, decrease, or other adjustment [REDUCTION] makes a clear and 

convincing showing that an increase, decrease, or other adjustment of rnyallvjnega 

the requirement* of this suhsection and Is in the best jntcrcst5_pf_Jhr_staigi 

[3] shall

1A1 (THE REVENUE FROM THE LESSEES SHARE OF ALL 

HYDROCARBONS PRODUCED FROM THE HELD IS AND IS LIKELY TO 

CONTINUE TO BE INSUFFICIENT TO PRODUCE A REASONABLE RATE 

OF RETURN WITH RESPECT TO D IE  LESSEES TOTAL INVESTMENT LN

WORK DRAFT WORK DRAFT WORK DRAFT

I  SCS CSIIB 207(RES> -2-
.Vgy T n rz  L - r .d t r lin n t  IDEtXTtD  7CXT BKACKTTZD!
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WORK DRAFT
THE HELD. THE COMMISSIONER MAY) condition am  (A) royalty 

increase, decree e, or other adjustment (REDUCTION) granted under this 

subsection in any way necessary to protect the state's best interests;

fB) describe, in the findings and determinations renuired bv

WORK DRAFT WORK DRAFT

T
this subsection, the assumptions. ind iid in tftproie- M  production rate or

Cm i f l j j  *
volume, predicted ultimate recovery, or development ond operating 

upon which the increase, decrease, or other adjustment is basedi and

(Cl set out the terms and conditions, which mav indud
— -t ■substitution of a sliding scale rovaltv. .a share of net p ro f ity o r  pthet;; 

mechanisms, that will govern subsequent increases, decreases, or othet 

adjustments to restore, increase, or decrease the state's royalty share if  th I

0jO»

assumptions upon which the commissioner relied are subsequent!* 

determined to have underestimated or overestimated the economic feasibility 

of the field's development without a rovaltv increase, decrease, or other^ 

adjustment:

(4) mav not grant a rovaltv increase, decrease, or other adju.n tu m

for a field
* -* r

. \ t j

(A . subsection if  the

i i l royalty increase, decrease, or adjustment for the 

IM d . would establish a rovaltv rate of IBPtb.^n five in

amount or value of the production removed or sold from a lease or 

leases covering the field; or

(ii) anticipated aggregate value of the proposed royally

decrease or other adjustment is a hat would.

(B) under f i i iB )  or m<C)_ofhhis subsection if th e .rp y jllv 

decrease or other adjustment for the field would establish a rovaltv rate of 

ta u h a n  if**?  perrentijn amount ?r vaju? of. the pr.o^ c Hon

SCS CSHB 207(RES)
.Vgy T tXZ  l ' n d t r i i r . t ' J  IZ I IS T Z Z  TEXT BRACKETS!)I
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sold from a lease or leases covering the field;

(5) may, not grant a rovaltv increase, decrease. or other adjustment 

under Jills s e c t io n  .without including nn oxpllcit-condition that the rovnltv 

Increase, decrease, or other adjustment is W B M B K j i M n B l l B i W M n f

a p p w ^ ^ > > ^ T Y ir n j^  the commissioner'sapproval of on assignment must

WORK DRAFT WORK DRAFT WORK DRAFT

9
- Shall I

for the rovaltv increase, decrease, or other adjustment^

i»h.>hc applkption

f. 
f 1«
ff)

that demonstrate that Ihe rcciuircments of this subsection are met: ttrrcnmmiyrioner 

shall-

(A i_ require disclosure^of the financial and technical data 

j^atcdjodc^lopm cnt^prodiiction. transportation. jind m arkctiigo f oil and 

gas-from the field that arc necessary to make a determination as.to whether 

or_not_to _t:ran*_the request for royalty increase, decrease. or_ other 

adjustment; and

r. J fB j_ ^ rn h f7 la l5 ;  except forJhe dota disclosed under (10) of

thjouhseciion to.a committec_Qf-lhe legislature or to the U tiistativf Budget 

and Audit Committee. ctmfTtfePTlnl tm drr-A £ 3fl,QS.035^aH9)~\inmrthr 

the jg s t t  or lessees making applicai:on for th* rovaltv incr*a*e- 

mr tlF rrpa^ffTnthcr rftvaTnrartlustun'trti -

ojjcssccs_ fp akjnfi_a pp|ication_fpf-1 hs 

royalty increase, decrease, or other adjustment tn-nav fo r-ih«  »*cvkofc o f an 

Ttnfcprndcm-cotHm’totv qualified to evaluate hydrocarbon development. production, 

transportation, and marketing'cconomics. who is-selccted-by-t' e cammiw^mer to 

assist the commissioner in evaluating the application and financial and technical

dajaLlgicction of an independent contractor undcr.thj_s ,paragraph is not sufrjget to
/  - i i  c i • j * r  1' )

I I, ' I  / )  (8) shall makc and publish a preliminary findings and determination
f > 1

aflLlbg-CPYalfy i n t K a y c ,  drcrft*K>.<?r oilisr. adjustment flpplisalion, g i ^  ryasqnabis 

p u b lic  j i Q i k e  o f ihy j£ g l im in R n - n n d l D m - a n d - d c is r m in a « iQ D i- a n d  .lny.itt.Biih)fc
\ S 4 X  °
SCS CSHB 207(RES)

a t *  rex t  I'n d t t im t d  t m is t e d  t e x t  b u c k e t e d ;



comment on the preliminary findings and determination during a 30-dav period for 

receipt of nuhlic comment;

Bill I iniTH f TiliHH— — iiiredjunder
this subsection

#
_ t!ie  projected effects of the_propQsed royalty increase,

(YV A*-* s I < 11' % r  *' 
decrease, or other adjustment *

j f i  thc.likclihood.that the.pr,0E<?3ed_L0vpJty.increase, decre e ,  

or otherjidjujtmenJ. ^lILresnjtj n  incrementnLcap.jta l.investm.e_nt o,r_other 

hcpyficial spending u it jijn.the,state, ant|.the.StcR2.tajLcJlhy the commi,s?i9fler 

in conditioning the royalty increase, decrease^r.other adjustm ents assure 

iha.UnadD;itcdJn_vcstmenLs or_other heneficjal.spendjng.,w ith inJhe_stnt<? 

occur;

s£ . 1 tiuy.projected soc ia l. Afrc^s_of_Jhe_pr(?posed rfttaliY 

increase,-decrease,__p r_gther..ndjustment^ in c judinjL. its .effects on_thg 

en^p!o^'nient-9f_A!nskanij>nd.thg_use_gfJmstate.contractors and suppliers; 

and

I j f f . the projected effects of. tbe.pcpppsed.royalty increase, 

decrease, or -adj ustment upon_exist{n&_and .potential new oil and_gas 

exploration __and .development. and upon competition and pattems.Qf 

itUMStments related to nil and gas exploration and development;

DRAFT WORK DRAFT WORK DRAFT

l iH A liiU .nf «h>S-SUtl5Cctlon, requires legislative approval agd th?.legi5latULC

ix jn-S£Siion, mnv appear before one or more standing or special committeey

oLfath.hpusc of the legis!at>’ re_to pj‘ovjdc.the.coii ipiittee.a_rey?ewj}[-thg

commissioner's preliminary find ing  and determination on the

I  ,T ^q ,-ilt:c ryas?v_nr_ojher .ndiustmeriL.appliQtinn_and the supporting 
f inancial npd. tc<?hni?al Hflta; jr,..undfL M P >  ^  <hl* subsection, the financial 

and technicaLdata.must he kept confidential at the request of a l t t secj?r ’ 

lessees, ma I a£_applicatjon.for thejgvn{ty_decrease oro jhe r adjustmentJhc 

commissioner, may appear j ?yfQr£.a-g.Qmmittc?.in.?xKytivy sessjonumii

ll*J_ a- royalty dc<;rcns(,-_or o!her_adjuxtpKnt th a t^ q d fg

•5- SCS CSHB 207IRES)
:,>v > :n d « rlir.*d  iD ELETED  TEXT BRACKETED!
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WORK DRAFT WORK DRAFT WORK DRAFT

i 1 (4MAMH)) of this subsection, reauires legislative approval and the legislature

\ 2 is not In session, or as to a rovaltY increase, decrease, or adjustment other

\ 3 than one described in (4HAUH) of this subsection, shall ofTcr to appear

j 4 before the Legislative Budget and Audit Committee on a dav that is not

1 5 earlier than 10 davs and not later than 20 davs after giving public notice

S 6 under (8) of this subsection, to provide the committee a review of the

; 7 commissioner’s preliminary findings and determination on the rovaltv

|i 8 increase, decrease, or other adjustment application and the supporting

\ 9 financial and technical data; if  the Legislative Budget and Audit Committee

] 10 accepts the commissioner's offer, the committee shall give notice of the

j 11 committee's meeting to all members of the le. islature; if. under (6)1 B) of this

12 subsection, the financial and technical data must he kept confidential at the

\ 13 request of a lessee or lessees making application for the rovaltv increase or

! 14 decrease nr other rovaltv adjustment, the commissioner mav appear before

'  15 the committee in executive session;

16 (11) shall make copies of the preliminary findings and determination

* 17 available to

\ 18 (A) the presiding officer of each house fINTEREST.

19 INCLUDING RESTORATION OF THE STATE'S ROYALTY SHARE IN THE

20 EVENT OF AN INCREASE IN THE PRICE OF OIL OR GAS. BEFORE

21 APPROVING A ROYALTY REDUCTION. THE COMMISSIONER SHALL

mm MAKE A WRITTEN FINDING THAT THE STATE HAS OBTAINED THE

\ 23 MAXIMUM POSSIBLE ECONOMIC RETURN THAT IS COMPATIBLE

24 WITH ALLOWING A REASONABLE RATE OF ECONOMIC RETURN FOR

25 THE LESSEE. AND SEND COPIES OF THE FINDING TO ALL MEMBERS)

26 of the legislature;

1 27 IB) the chairs of the legislature's standing committees nn

28 resources; and

29 (C) the chairs of the legislature's special committees on oil

30 and gas. ir any;

31 7  I  - lU M n t U ,
32

SCS CSHB 207(RES) -6-
S t y  T tX C U n d t r l i n r d  {DELETED TEXT BRACKETED1
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WORK DRAFT WORK DRAFT V/ORK DRAFT

dPCS_nm-imder_i4HA)(il) of this subsection, require legislative approval. 

withjnJO dovs -a jty jhedose of the nubile comment 'period under (8) of this 

subsection.

L tLPr.gp«re.a mitr.m;iry_of „the .p.uhi ic .response to the

?jimmissi>myrj^prcMnimarv.findinK .a»id determination;

(ji) make a final_Jmdings_and jleterm jnation; the

cnjDmjssio_ncr:s finalJlndiniLS ond determination prepared under this 

MihjLqraia :Jph_rct:arding_ a rovnltv increase. decrease, or other 

adjustnie.n_t_lst. as to the lessee.orJessecs.applylng for the royalty 

incrcasct_decrease, or oXhjT_adjustnient J ln a la n d  not appealable to 

the court:

( B j jo r  a .royalty increase, decrease, or other adjustment that. 

umlejM4W_,\) j i )  of this >uhs<^tjont_rcauires legislative approval, within 30 

davs after the unse nf the nuhlic comment period tinder (8̂  of this 

subsection.

li) nrenare a summary of the nuhlic response to the 

sammfoinner.’s preliminary nndines and determination;

<ii) make a proposed final findings and determination 

and_suhmit it to the presiding officer of each house of the leeislature;

o ' >*'
• i f

m u Q  r>

{he commissioner

•vhall issue a final findings and determination: if  the legislature is not

iru fssion . B

(X
>\ t) V

s; if  the Legislative Budget and Audit Committee does 
not act-uiihjn 50 davs after the dose nfihe nuhlic comment ncrind 
under (8) o( this subsection to disapprove, hv majority vote oLthe 
committees full membership. the commissioner's proposed final

findings, and determinations. Jh e  ^ o n im isd cm sL ^ h n llJssy ^ Jln a l 

find mgs and dclgrminmtiQnuhe.commissioni-r’s final .findings-and
(7 t J - ' . ' -  * "  5 ( . }  V ,

SCS CSHB 207(RES)
.Vey-Tg.t: 'M le r : :r,«d {C tltTEO  7ZX7 BHACKCTCO/
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' f t  rovnltv increase, decrease, or o hcT Jd iu s jn ie n t^  as to the lessee or

WORK DRAFT WORK DRAFT WORK DRAFT

lessees nnnlving for the rovnlty_incrcnsc,_decrease, or o ther  
adjustment, final and not apoealnblc t«j_the_conrt; 

t < (O  transmit a conv of the final findings and determination 

prepared under <A) or (B) of this paragraphjo thejessee.or lessces_makin,g 

application for the rovaltv increase, decrease, or other_adi»stmenn

k  (H) with the consent of the lessee or lessees apply ing forjhe 

rovaltv increase. deeTeaset._or_Qth_er_adiustTpep.t^amend_,the. lcnsg_o_r 

unitization agreement of the lessee or lessees applyingJoi^the_royn|ty 

increase, dccrea e. or other, adjustment consistentjvjth the commissioned 

final findings and dctermina_tjo.ni_n d

v̂ ) *K) make copies of the final findings and determination 

available tn each person • ho submitted comment under (8) of this subsection 

and who has filed a request for the c> pies;

(13) is not limited bv the provisions of AS 38.05.134)3) or (D of this 

section in the commissioner's determination under this subsection.

• Sec. J. AS 38.05.1 S0(p) is amended to read:

(p) To conserve the natural resources of all or a part of an oil or gas pool, field, 

or like area, the lessees and their representatives may unite with each other, or jointly 

or separately with others, in collectively adopting or operating under a cooperative or a 

unit plan of development or operation of the pool, field, or like area, or a pan of it. when 

determined and certified by the commissioner to be necessary or advisable in the public 

interest. The commissioner may. with the consent o f  'he holders of leases involved, 

establish, change, or revoke drilling, producing, and royalty requirements of the leases 

and adopt regulations with reference to the leases, with like consent on the pan of the 

lessees, in connection with the institution and operation of a cooperative or unit plan as 

the commissioner determines necessary or proper to secure the proper protection of the 

pubhc interest The commissioner mav not [ncrrase orjdecrease or otherwise ad just' 

roya itvon kase;. jp..cQ.nncai?n svjth.a.snopynitivcj}r.u,iijLDiap w e n t as pcsvjdcd 

in (i) of this section. The commissioner may require oil and gas leases issued under this 

section to contain a provision requmng the lessee to operate under a reasonable

SCS CSHB 2071RESI 4J.
.w v  r * x E  , ' c r c . r r r r  j t x t  b m c k z t e o i
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cooperative or unit plan, and may prescribe a plan under which the lessee must operate. 

The plan must adequately protect all parties in interest, including the state.

* Sec. 4. AS 38.05.1 SOfs) is amended to read:

(s) When separate tracts cannot be individually developed and operated in 

conformity with an established well-spacing or development program, a lease, or a 

portion of a lease, may be pooled with other land, whether or not owned by the state, 

under a communication or drilling agreement providing for an apportionment of 

production or royalties among the separate tracts of land comprising the drilling or 

spacing unit when de.ermined by the commissioner to be in the public interest. 

Operations or producuon under the agreement arc considered as operations or production 

as to each lease commuted to the agreement. The commissioner mav not increase or 

decreaseW otherwise adiust/rovaltv on leases in connection with a communication
J

or drilling agreement except as provided in (i) of this section.

* See. 5. AS 38.05.180ft) is amended to read:

(t) The commtsstoncr may prescribe conditions and approve, on conditions, 

drilling, or development contracts made by one or more lessees of oil or gas leases, with 

one or more persons, when, in the discretion of the commissioner, the conservation of 

natural resources or the public convenience or necessity requires it or the interests of the 

state arc best served. A ll leases operated under approved drilling or development 

contracts and interests under them, are excepted in determining holding or control under 

AS 38.05.140. The commissioner may not increase o r!decrease or otherwise adjust 

royalty on a lease or leases that arc subject to a drilling or development contract 

except as provided in t i) of this section.

• Sec 6. This Act takes effect immediately under AS 0l.l0.070(c,

-9-
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Session:
State Capitol 
Juneau AK 99801-1182

A la sk a  S t a t e  L e g is la tu re
MEMO

TO: J.ick Chcnowctli, Attorney
Legal Services

FROM: Annette Kreitzcr, Aide to
Senate Resources Commilti

DATE: May 3,1995

RE: Amend amendments GH0039B.2, B.3 and GH0039B.4

Interim: 
716 W 4 th Avenue 

Anchorage AK 99501-2133

Thanks for your prompt assistance.

1) Amend amendment B.3 to delete at Page 3, beginning at line 23. As it reads, the 
commissioner cannot grant royalty increase, decrease or other adjustment under (a)( V) that 
would exceed $10 million. The intent is that the GOVERNOR must approve any such 
royalty arrangement that would exceed $10 million.

2) On Page 1, Line 13 of AM B.2, please amend it to read:

and determination and concurrently with thc issuancc of.ihc.Dublicjioticc make available lo 
thcLcgislativc and Budget and Audit Committee professional slag and aecni^QDies-Qllhe 
commissioner's preliminary findings and determination on die rovaltv increascalccrgasc or 
other adjustment application and the supporting financial and technical data including the 
work papers, analyses and recommendations of anv contractors retained undcusubscctimi 
(?) of ihis.scciipn.

3) Combine Amendments B.2 and B.3 as a single amendment. (Looks to me that you 
only need add Lines 1-15 of B.2 to B.3 to get the combined amendment.)

4) With respect to Amendment B.3, lines 6-13: 1 did not understand that Senator 
Leman's intent is that there tire two levels o f confidentiality.

confidentiality from the public with respect to (6)(B) and (10); also 
confidentiality when the information is requested by the companies to be 

confidential in the LB&A Committee. He wants this to be clear in AMENDMENTS B.2 
and B.3. Amend (B) to say that this data may be disclosed to the Professional staff and 
agents of the LB&A committee, but it is not to he disclosed to legislators.

In B.3, page 2, line 1 that reference to confidential information is to information to 
be kept confidential from the public, but available to legislators in executive session Docs 
that need to be stated?



Page 2, Chcnowcth May 3 
Senate Resources Committee

For AM BA-

On Page 1, Line 8 of WORK DRAFT B: 

DELETE [marketing]

On Page 4, Line 26 of WORK DR A IT  B: 

DELETE [marketing]

On Page 3, Line 6 o f WORK DRAFT B: 

after recovery, DELETE (OR) and Insert mitf
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Chcnowcth 

5/2/95

A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 207(RES)

1 Page 2. line 19:

2 Delete "increase.1*

3 Page 2. line 20. after "decrease ":

4 Delete V

5 Page 3, line 5. after "including ":

6 Insert "nrice."

7 Page 3, line 6:

8 After "development"

9 Delete "and"

10 Insert V

11 After "operating"

12 Insert and transportation"

13 Page 3. line 9:

14 Delete H. a share of net profits."



9-GH0039VB.3 /  
Chcnowcth 

5/3/95

A3 L E - W . P  M  K N  T

OFFERED IN THE SENATE

TO: SCS CSHB 207(RES)

1 Page 3, lines 25 - 29:

2 Delete "unless the commissioner and the lessee or lessees annlving for the rovaltv

3 decrease or other adjustment agree that the decrease or other adiustment mav take

4 cOcct onlv i f  not disapproved tinder (I2)(B)(ii) of this subsection and the commissioner

5 firs t submits the decrease or other adjustment under that provision"

6 Page 4. lines 18-22:

7 Delete all material and insert:

8 "(B) keen the data described in lA l . n f  this paragraph

9 confidential under AS 38.05.035(a)(9) at the reoucst of the lessee or les.ces

10 making, application for the rovaltv increase or decrease or other rovaltv

11 adjustment; the data may be disclosed to the legislators in attendance at

12 ihc Legislative Budget and Audit Committee meeting described in (10) or

13 this subsection;"

14 Page 5. line 21. through page 6. line 15:

IS Delete all material and insert:

16 "(10) shall offer to appear before the Legislative Budget and Audit

17 Committee on a dav that is not earlier than 10 davs and not later than 20 davs

IS after giving public notice under (8) of this subsection, to provide the committee

19 a review or the commissioner's preliminary findings and determination on the

20 royalty increase, decrease, or other adiustment application and the supporting

21 financial and technical data; if  the legislative Budget and Audit Committee

22 accepts the commissioner's ofTer. the committee shall give notice of the

23 committee's meeting to all members o f the legislature: if. under (6)(B) o f this

•1-
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1 ■Sttb5Wiign»JHo financia l and t e c jm jlu L jIn la  kyp j ^ n f e t jn. l.u t .th y
2 request of a lessce_Qr lessees. mnkine application for the royalty increase or

3 tjccrca^c_9r_Qthf x j v m lly Jtdi us t me n t. the commissioner may appear before the

4 sommittec in êeutiye.session;''

5 Page 6. line 31, through page 8, line 4:

6 Delete all material and insert:

7 "(12)_shaU._within 30 davs after the dose of the public comment

8 period tinder (8) of this subsection.

9 (A) prepare n summary of the public response to the

10 commissioner's preliminary tindings tmd determination:

11 i l l)  except ;ts to a final findings .and determination proposed

12 for a royalty increase, decrease, or other adjustment under (1)(A) o f this

13 subsection. jnake a final fin d in g  and determination; the commissioner's

14 final _fi;,dings, and .determination prepared under this subparagraph

15 Kiar<ling.i»-rQif»ltLJni;re«H,v-<lteri‘̂ eL.Q£j9theiLadiustmenLiSv.asJt}Jhe
16 Lessey_or_lcssvcs_apDhJnt» Tor the royalty increase, decrease, or other

17 adjustment, final and not appealable to the court;

IS (O  as to a final findings and determination nrennred for

19 a r oyalty increase, decrease, or other adiustment under (1HA) of.lbi.s

20 subsection, make a final findings and determination and present it to the

21 governor for the governor's approval or disappmval: the gpvernor.may

22 noLdelcgate a decision to approve or disapprove a final findings and

23 decision presented under this subparagraph; the commissioner's final

24 findings and determination regarding a rovaltv increase, decrease, or

25 other adjustment prepared under this subparagraph, i f  approved hyJiic

26 governor, is. as to the lessee or lessees a? Diving for the royalty increase,

27 decrease, or other adjustment, final and not annealablc to the court;"

28 Rclctter the following subparagraphs accordingly.

• •

29 Page 8. line 6:



1 Delete "(A) or (BV
2 Insert "(B) or (CV

9-GH0039\B.3
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