
D. Leave Sales : When, where how much, whatI
why?I
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1 Summaryoftheshampon

Timing Lease taler.

Mortly recap.byI a) select lease procedure
26)Rank by ripeness. hest fint.

This is roughly by value, but not entirely.
Anticip. Todvalue of PV of state's share.
This std, be laid out spirifi: ally explocicly by

3ot. Basic sales cuterion 1010 = 1.1.
Ruit

ANR.
"High interest " byindy is not enougle.

Dedunt all.com,
pressures of those whose in comun areour costs.(over)this arguesfor later.

1 4 *) i= state's bouring rate.

Aiser, us, old oil.

(Stute
GAA pays to tax on cap.quins, can accept low pate

Set neen, price, PLLAC fourld whereallbydie were defectel. they were hickenmest time
Lyof Give some concem to stumlyflow but mostly this

Fax. automatically . Artif.stearly flow helps mejou more, overcome diver. ofsede.
# Give some lot, to secularstability. Stutch out over longerpd.,to

ebbe flow whide state.
Cite Kaltei fixe,on

avoid fig~ Watch Fed. rez.
Revere grandfatherhood puniciple. peak & end,
shade toward later suber.
Use sovereighty

Drainage cal force premature levering

as well as can.

Resolve termine problem quickly.
Native over claims

Fed_drainage

Stute...selection Selux ort lands

various schedules,

(To piz)
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price : int. on pipeline.
cur oue

that indy. has much less int. than state in waiting forhigher11

Beware thinking hi

long

price will screen out lean firms. It is

waits that seeen them out. You can reduce size ofwich.
Bewau hurry's

to avoid higher future corts. No cour is xisz litze priceofbeer.
Swanson R. oil, $1,50 welllend price, 1961, 15qu. ago. 15%⁰ return towaitjj...
Buwan cantomer who want to capture, whowill face too H

eculy.
anet. Stateowes them,nothing.Beware sooners whoseevalueof may fiter an fugacions

fat if state facer to preleave explu, time tlustthave warthat

11
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H

hoff (cont.)

#

| royaltion,
# get more by giv'z some away .güz

#

leaves is

-2

Coord. w. Fed, leave seked.7cd. have sched. Pet, 4 fürt,
But reduces Fed incentive - ak. might

Special comsidu.
tax hi forI may

# new leaner. 10

ben.
Mak

yis

Bear in mind finding elsewhew, revaluation of extant
major A to new veurves, not new discoveries,

fets 90 %

To recoup lower from PB,
Then reduce taxes, I sell

79
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Pipeline creator advene int. between state. I owners

in early flow.

Owners want to

when they pay rates, and costs one

so value of oil to owners is 708 Valdez ; value to
state is. et. Prudliner.

keep

State :: has more leverage

choke

And Cory favors

it full. TheyTheyare only paying themselves

fixed i.e. Mc << rater

Defined leasing OK...
may

of pipelinecouse the earlier learer withget prior rts. to
But they'll run out; & oil demand keeps mining.I

a specific pur

on net value. Much less interest

(a hi severance tax on I'mudrese : wd. beOf)in

avors new orl. Ete

State has much greater uit. than indly in waitingfor
higher price. Tudy. is the one w. needfor steadyflow.

Response: a) he older leases, raise the
bbl. benin

b) ke new

& do it on an

learer,leaus, holdfor higher price.



1. Claimstaking;
when

Today,

Alastra ideas

Is there

pur. people filed for claims on BLM land.
M

land not

I gather!

Production requirement is like prior approp.

s'hankful.

in Ala ? There was,

declared competitive is given to claimstaker,

lease by nominatingApplicants influence timeof lease by thin
They want to want it downnuit it down early, right after they have
scanned it.

They buy it when itis worth litts. They love nothing

by premietheprodh. for if they wantedlyvalue wod. be higher, Fes:
More stranger fucly, lessisom

It is fer
owner to hold back,to, indy, will be purting for early action.

Prospector Mas out big
fronthìimoney, wank quick action. Uses

-pown, I pablicity of
of info. Ifmodeling andcouted

influence
mind-sets, to pack for early leaving.

bonis before stey pour of growththat is.

Lessees interest is to have sale, ciant on bonus bid
steep To growth

on

He in value
And that is when value is near zewo,

a hard puck by indy. for early bonus sales is in



an indication that State should hold, let prices rise.
betteras to small operation, they

later, when lead-times are shorter
higher.

sale clate Pariser
prices au

higher i.

-2

price

even tho
Because on PV basis, advancing the

to them disprop., bes. of then

If bid were on royalty,
holding during rise ?

big few wh, not gain fromwd.
all vid. Find highe, then wait for

justify hight No. Bigfur ed. bid highen, bes. cd.
if there were no fomens. cd.

anyone

4 rent to justify high oo.
wait longer, of conne

long time.wait a

can compete

a

Eary
to begin in four year.
And can you decide when

solution here, on surface, is to require produ.
Then you must say how muchprodur .

you want to begin ? You could

have royalty rate rise yily at 10%⁰ or so

Royalty is not
say what theprice is.
refineries. Assessing
more so than royalty.

But there soon have prohibitive rate; & at any rate,
high-grading begins indurediately

self-regulating

Info, depreciates, 15

mustyou
Now they are efy. profits

Assessing reserver involder same problem but us

leaks, be stoler, duplicated,may
improved on. to cos will nomimate prematurely.

Ala. O &G (or DNR) has waited fora high.
show of indy, interest before comp, leasing. But how high is
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high ? They need a criterion

understood & correct,

—

max DC7, widely

They need to screen outwrong criteria :

·State need for money.
Convenience of indy.

- Local multiplien , gross.
Local impact negativo Cunless netted from grossmult.)
Euv. as overriding criterion

Higher future costs Cunless incorp.in MDC7 cinal)
(See RIMS)

Hi demand (at suppressed price)

- Maintaining "move-entium"

Keeping indy. here, & interested.
-Need to create jobs
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tr

Early efr. may also help indy. clain langer areas .

Higher rents mean sinuller units, more intensive clerts.
are feasible, as a rule,

-4

When costs are hi relative to

one well.to pay for

Here we bring
after 20

price, it requires larevolume

bring in time, volume an

life, volumen dom't much help a well pay.yr

to hi flow perwwvide, tooa deep well wuo be wide, too.
Is it per well, or what?how ?

flow vs. fund.flow

well is what is meant, or sted,be
But mer. linists that

least, an one
Easy G.'s use of MER betrays backwardnes. At the

Tadjiuted, modifiect MER is required
that dists. struction. I wells. a well declines from
start but continuous dir. drilling susterim "field"produ....
intel 50 % the reserves have been produced. Cam.
Norman of Conross in Adelman, BrullyI Norman, -21.)

pp.306-01.

of

Kaly, '6", "said excess cap, was not of reserver, but
wells due to intensive development drithing

procating. I for

policy Kahn
pouvery

and bias us...

causedby
ajust half-good by-product of bed

seer overduithing of devant. well as
explu.! Counter to

big probleme,
watch this.Thesis

my
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Lease sules

Problems ofof uncertain temme.
Native over claims

Dramage at boundaries

u

net, as more,
Bias to premature sales found in mininggross, rather than

mare, of benefit. Bes, grows grows at smaller os -
leverage attracting bus, making jokes

no

Prunative sale As lead tims, reduces no, of bidders

Best first.
Beware Canadian Hi Cuctie fiares

Cite Kalters attempt to forecast when produ, wdpeak Iend, various lease schedules.

Relations to Feds; have slowed them down a little,

esple, big push before Ford left office. But they'll be back

pusming, probly.
Ak get share of Fed. revs. 4from Pet & royaltier.

Ca. 90% in 1969-10 ( PLLRE p 11,80). This may explain low level

a



On Pet. 4

comp. bidding- staged w.old system, uplands.
Is little incentive for nationalpublic to spend on geologic

PLLRC

of Fed. enterpuses on Pet.4 afd.
Feds, have no

survey.
later.

#t

problem

p.so.

"Probly Ak. shd, puck Fedo toward Pet 4.first, ocs

öd

to
preemptgas.

they don't cover nit.

Pet.4 efe, to OCS.

Timepref. of people wanting early. contracts &pagralls is
eu

Who's wanting to face gas lives? Customers,buyers. Why -
Even the lines are premature best of that,

to.
who peups? seller, in lower price.

To

PLLAC found that whereall bids were rejected, and trait
later offered. There was more bidding & higten offers the 2nd time,

)(pp.?)

m

say
make a means

thatprogresive explu.of land is an

Explu, muut be

an end. The end is to

timely.
obpecting

MV.is to mak

Need Drainage Treaty Fashs &Indians to keep that from

uuduly influencing timing. However, if Feds prove field, that often maken

it rige for our leaving anyway. Esply. If theyput in xptn.
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Lease sales

Provedmal

Need to ranke lands in order of ripeness.(or

slow future growthCritarice for ripeness

PresentAn east , resources...Staff neech.
approach "just maps state lando.

beascability)

Emphasize: My Until Leg. is prepond
oil firm.major

i
support a substantial staff, likea

#1 forget about getting its share.

to
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Lease sales

Wait until buyen
Now, are

of xptu :

also
1

me hungry
lizensof several uncertam links in chamf

Pipeline, quality, nates, etc.
www.Tankur - big·loading -www.Fervi costWu lo

sale

Overland pipeline

prefered option is to produce facter

Pro deferring leave sale.
4. out is avoided by retarding
+ grandfatherhood principles applies..

opening
on.

full of them

flap, hazardofspills.

2- price system is a blunt instrument

sunguy W. a
But it tends to exploity grandfatherhood

and offect them.
Consult RIM.S.

Fred, future ciuium vs. old
day. Reverse..

the world is
broken beer bottle

the privileges toofreely granted.
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Bieres toward premaining

1 claim staking. Now modified into

#prospections face early lease rates.
They buy early; and have to

adaptation is to produce slowly.

H

nomination. Early

begive produing. So their
Well head (2prices,

moreso wellfoot value) are rising as they produce. (same
A

effect as lower i. ) Revaluation of old discoveries isprimary 4 to new unewes eu, yp,

stay clear of theGentlemanly majon may tend to
other fellows' territory, for a white.

Establishing a position
- involves than u leave.

Muut find xptm. mucker refinery siter, router, terminas, it
each step a hassle, & getting handler.

Exploiting superion info., advance info., a fugacions

Drainage has been effective weapon to fone
clivided local owners into leaving. This cd. explain resistance

The.weapon
is still usable in ček.to mitizu.

more

an

Freezing
and they are bound

resource.

They say
Prudhoe will last 27

yrs or so ( Van P.)
But how about the Lovejoy- Homan principle, where most new

|| reserves come
from revaluation ?

||
out rivals is bound to be ativation to majon .
bound to denyit, Rivals for leases, terminals, router,
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and finally customer (3 firms dominate Cal wirkty, e.g.)
Limiting access to indy. resource base is almost

instinctive, They probly take it for granted 2 don't even
think of it as anti-social.

+1

They

cleplu, all, is

#

-H

more as

big waygove

Reply. all. incouraged produ: Expenning explu, only encousser

I augue. (This meant and to price A today, & shortage problems)

Houtput. Leaving got

-2.

thin retum
this is

Zinauung explu.

Prematurity of Prudlive shown by difficulty ofplacing
of demand.alund

Utilition expanding to

Hj

Now thatcap.guin.
to avoid tax impacts.

to keep up nate bane. [a.f Effect].
do they in Ak?

An appreciated lease gives you cast w/o g
Isee how

1 bonowing. In effect you sell it, carte in.
debt of Auro, BP, Schis have risen )H

Imay also bid

You can expenses geol. cost not resu

-IF and bonuses for abandoned leaser.
also expense dry

holes

taxes, by

resultingin leave acqu;

produring wells.
Giants who sometimes use extinction pricing (genwan)

leausup as cheaper route to same end.

Bias is vs.



D- Lease sales
F
C₁4 Il

Leasing& Faxu,

H

Pipeline rating & taxen.

To min, lesser K needs begin w. low rates, llet
them rise.

1

Present structure is revere,

Lower pipeline
royalties & bonuses.

lower time tuku.
so leave bich

New leaser cd. stipulate lower haul rates based
This mightbe

higten.
Maybe

you, of PB produ.
end issue wiw leaser

sporting

cue

rakes wd. be passed these in higher

1

a big lag in www
new leaser

more workable is to tax
Then

an

non discrim ifpre-annoum.d

pipeline for 1st. 10
remove the lower rates,

in new sales letssales lets you tax PB w/o



Timing lean saber

Vert, intd majors,
early sales (I slow produ.)+

tell no leuner until State
common" camin xptu. to any firm.

w, edge in xptu,, will favor.
guarante

Small saler in steadyflow may
It is dinosaurs who need that. Interlopers thrive on stopping&

starting in-and-outing.
alto. had (has?) frequent regular smallsales, says J.Rot.

* Opt.

can

Swanson R. wellbend price, 1961, $1.50 kl.
1997, if new, $ 10-13/B .

12 = 8, in a 15 % annual 4.
1.50

15 yes,

be better for lean indeps ? Auctions.

dn. schedule stack late & ends soonr
produ



||
HE

Tinuing Sales

te.
#

You can for recover the stoler house and also

lock the bain door by deferning new leases...
1) Revise taxes on o&g.

Exempt new leaver

3) Then leave.



Iclear

1. Indy, is purting handfor early sales in Beaufort. Why?

a.
nun more shot lines.

Time will bring in more competiton , more who turewill

b. Time will ravice prices so they
figume now, value growing facter them i.
strong, who can put value an

They need to keep pipelme full.
d. They need to breep crews

wi... I contract out the work,

bid
There there

thing before other do.

boo

They have money to reinvert.f. If a lot is soldat once.

2. Kleppe scheduled lease suls

more.
They

now can the

busy ? Not likely, butthey

10/11.
Hammond countered w. sched, dividing sale into 3- Imhore !..... avas, 10/11 ok

Theycan buy cheaper...

Kleppe said gaspipeline is to
joint "decision of Pies & congres.

must

pents.
"Shear zone" 4/81
Ic eparto crea, clefer until better teen, cuailable.

Aut Kennedy, Kleppe's top critte in Ak. hinted Kleppe ud.bendsome
to Hammond's plea.

bij an issue it shd, involve
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)

timal. Kleppe pustning for bigger Park & Wildlife lands in
Ak , doubling area .

claubt this
lees big, permanent empl. basein tomisur. I
presupposes continued cheap every.



D- TimingTiming Saler

i
Criterion: A MPV = i

MIV

Initiative
PNR siege, set ownpriorition (Malvolio,

Drainage: Action is forced (Melodic)

Evern flow: achieved automatically by

Notice: Adequate

Advance info: Abundant, published.

AMIV

MPV
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7lexibility, to change rate ofprodu

-41

# Capital to

If
#

face

If recover Kfrom PB in 10 yes, you

new produ. facter
And tie

new

# you up

taker more K, to do it.)

produ.

redenign each up.

||

Of couse you can also speed flow by adding
wells later. But later wells have short, shout wrefeld.

gmily, uneconomical.lives and are

is retired eu yr.;
H

K a shorter time leven the

Fast recorecoveryovery subject

Also makes it more ee to

can adjunct rate of

a hi %o of yr.produto

slow
less K is suute to

recovery. Higher to

pay off eu. yr.

Ak shd. avoid impoing rigidity by fixing produ.
It As need for reserves.rates by law.



O Timing
Wrong criterion; max.gross activity

Premare to lease prematuery will comefrom supplies
of witcls.

HE {.g. Fontana Stul cherishes thes of intentfrom
pipe live contractor se live to Midland,Ts.

Cryd, boondogling, corporate leefracking

Price ceiling is breaking. Emergency sales ofgas.
Fri. Jau 14 -17 7PC approved emergency sale from. Houston Pipeline

to, to Tramonth., & to United Gas. Price: $2.15/met

11
"Trainco

$1,4411¢ above net. cecting onon uureg- gan,
COPEC can't take much Flame for this Agasprice,

-what?.... a 5or 6foldA. Have.$ 31/mct.from
Schwartz to blame)

24

IL

60 day energency sales are allowed above ceiling.
APGa, Am. Pub. Gus Als, is protecting.Uss,

Nov. & Au. also. Jan.5.
Houston Pipeline sold emergunnygas to same I cos,in

7PC authorized extension " on
but Houstan dechived fearing this might put .
FPC jurisdu. So new order was required.

put them under

Anyway, price ceiling std. break. Backtobacter

posibility.orden que now a
day emergency

Go

ways.

or

same time, current demand in Ca. is meetable in orden

chanced by Terry Goggin, mays
Cal. subconnn.

energy.
assy.



ther lac.Lig. has understated reserves. Pac. Ltg & PG&E havea
comunion sub. AnPac. LNG Tuminas. Went to import
25% of Cal. daily supply as LNG from Indonesir) ak

Goggin saysonly

as share of cost is zooming..acqu.
as we go to more remote areas, previously

u
miguel. You'd expect nou land costs to become ce layer shave.

ak. hasn't yet reached this stage. Better hold out until

gas study shows to of

This is doubly signif.

...it does.

Rank all areas

one LNG site needed by 1985.

Lease in order

of land

compu

for nominal price .

by "ripeness

Selling too much reduces no.

"

1.e. by 9. AMPV autied.

ak, has sold wide for $1/a
of bidders

Ella
on ea, trat, reduring

or so. Lost control

Reverse grandfatherhood for seller is not really revere; it is

grandfatherhood for buyer. Buyer has appropriated vt. to receive

service at low price. It's won basically byfront mony: early
bouus, early development..

|


