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Invitation will be coming from Joe McKinvar,
House Finance Comm., re leaving.

New profits arrangements, etc.

sale.Leg. loving confidence in Tom Corte Beaufort
Juncked pre- leaning ugs. If Hobie,

Dobie workig -fom Akping .

single source explorn. program

Major power proj. Susitna.
Lumpy.

ISER at UG , dumand projections, s. cutial ak.
Segy han $100,000 - 100,000!to study dement,

skeptically, to support+"alt. supplies:
smaller alternatives.
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Chatterton extended confidentiality provision

1Ed.Phillips doing ec. model, how much worth to

State Net profit will show higher return to . tute.
But band or confid info..can't be released

-H

USGS gets more

Fed...leanning to sliding royalty..
Cook pustning cash boum; fixedroyalty. cu . 30.10.

For committed to bec. sale....

speak w

+

We have better info , bes. Working w.
But State Was sole info. on

info. But Ak can't shas in.

1ech.
6 well on line.....

Cook gets ideasfrom"indy"....(But does indy.
w...the voise ?)
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3/19

Juin Rhode

This sut..
Malone immed. long hirg.

1. Tech.problems. e. Pack Ice

2. Quickly, what is at stake

Argument for royalty bidding etc ..

Quickly
rogaty bidding.wum up args. for mitpref. t

jt. ventmeil comment

Dec 19 deadline

Malone want to day culum. before leg.allem to
are to proceed+probe how reanly they

1
cuum. is toyj w . taren bidduiz.

Wus. idea of summon
wi, he au adim. show



Committee will not pursue
place vrhu. uptions.

Tí

Face Commer

comme 2
Makius

BillMilen

details, but

Borke nyuppatletic

Mostly nymputlubi. No indy,spok
but maybe Chatterton...

Then set Dec. 179

Gov, postponed Bewport Lease in Oct.
citing problems.

exuar

but none of
Gov. evidentlyproblems have hem resolved .

made contri commitment to why.
La Reache with att ack for slow land

disparat He hay personal wi'sgirps,.
but with outles froing Gov.

Pastin of cebay, po leving iwertigus.
Leg. aff. will worthcut

Prep. bee..
ill writecat - Hughe was

worry.
Most mytut growt

so many not applied to deveton.
Then this loss is used to oppase A taxes

some pay for dered loss,
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Huple_mees net profic#
+ stedingscale voysty

Viu

1

F

Laa

hour
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Beaufort is further alory there wildcat
Hottest prospect in N.G.

Confidentiality on well dute, exter cleald

until sale. _Previourly, was only 2 you.
look is defying Leg callutg + puebij

cluta

Call Collect

High wants..puls.
fun works for Hagle, are Puny. Final

901-465-3873

came out

}

3.1.11
586-2620

465-3802

Collect with Tou

~

1629 Evergreen off1.0.14
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Juneau, March 19

1. OPEC price up again, $14. /bl.
Dramatizes value of particu.

waiting for higher prices.

on other side of table.
#sales, 200 yu.1

1

H

2.| Profuls needed. as delicate as appendectory les routine.
A multi- billion $ opu ; seguraming off High-paid talent

History of frauds in land

#
-3. Compliance laws &

i

Idear.

programs are eventical.

X. Tax on on erourTax on gross is much less

other winnah, bes. of hi- rent fluck yes.

theyget

for oil & gas thant

+
5. the Pandhoe Vans Poollen date to show effect ofYourUse

#sliding Koyalty ou timing.... (It
#

may be very small)
and I fixed cost case, to offset. Bare fixed Maye

value of ground, not value of capt...uned...
|| Note, indy. has heavy fixed costs too. Plusfeir

of heavier future tuxu.. Big_motives to take the et t
H

rum .
leave rights, theymaywellYet, once

just sit enjoy
Look backwarch. What does AP due to value in

Prudhos ? How much better wd, we do w. particu ?

1
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Iday thermal there au sw
recovery, _dung_cart/bal.

Stidy seale royalty "presumes during costs, fluche natural duive

||
1.H

to it is good for
a) shares risk

new average

t But, pusle for SSS, Sophisticatul Stidig scale.

6) collects likely rent.

bared on ;.=. 0, slow down produ. amywayDNR regs.+
so life them, replace w. hi royalty.

8. Pecution produs ess of otg are what make royalty
workable here, when otherwise bad .

smaller drop in -price .
Inc.

9. priceluc.__Fox or leave is much more sensitive to

fiddling than royalty. You can wife out entire profit by
a

bare also letsyou glide inte in

2

personam,
start trying to didunt contrat intrest

Tuc. base requires hi rate, butt of unfain criticism ,
Kelly style



1

10.I Let them deduct from royalty:
Amortion of Capt. [on-lite, post- leave.].a.

Include int. at rate below wekt.
But do this onon a

Inez. incentive of royalty..
Expenser.ber

+1

411

11.it To_. administer net proceeds approach, need:4

#

Thur offretper unit produced. Then

12.||

-periodic audin

6. An engineer w field experience, to
+ of unusual reported outday...

Ban's for setting price...
c.C._

Am lectut. (w nimerch background for

Undermotivate_replu...by raxis mine?
If 10, can share cost of explu. Can do some ourselves, t

distrib. info.
This still does not remove indir touch from explu., bu it

is interpu. of clate where the Art is

field experience, to judge validity

3

date....
To be sure they also beep tight holes, guard such düill

State ild, require as condition of lave well logs,
esply. at edge of lease, to evaluate new lease

1
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#
13. Oir leaving curtoms_grew up.

lesson.

14

T

when there were

But cek. is one luge lever

reasonably explore its our land before leaving.

The idea of meeding big motive to explore is fit
1 for surfass nigul dep ; small & scatters...

But the big finds one hand to miss.
accruing info will lead to them, anyway.

can take most of simples.so you..1

i# T
15. Pipeline

||

costs -Exception und be where explu, is major share of total.
where explu__is hard, but production is easy.

Remote elephants may partly fit but at bestpartly.
Wellhead value is low, "bes._of_lory hand_hauling._

many small
can

h mich more.

As timepasses,

SSS,etc.

sets pretty firm produ ceiling. So why
www oil is

value of out in ground.

4

was ever written on the wall it is rising
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176) Bonus bidding forces sueller majous into it. venture.
Cut's down compu .

[1

Idem

B.B. strains capt, reduces what smaller bidden heuse

remening to explore & develop.
B.B. increases chances of failure ; over time it drives...

I some firms out of the game, those who pay for...
My land

costsrisk, hi front and coun
In some cases. is now

Here, indy. contradicts selfbally. Theyemphasize
But fonus adds to there.

the largest of there.
$

state by peuting,
Risk

on
No

as great a banier to entry
shows risk ...

182 Effect of Ag compue.std.be lake, bes. inday is
so inter locked.

K.

Ware dealing w. indy so powerful it not only
muites those on its side of table, it divide lime

Iyourside by supporting campingis finallypustover fight Zomatic out striks.
Remain to seefub beat them .

govt. can.

YA

if democr
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191 Target rate of return.
Means they calc, bonus bid by disc. facture

hi rate..
Device of oligop._._ "Implicis_collusion."

come right out & tell youThey.
If you dire future
then you do better by particg.1

20:___ Bank connections

Big firms have en

Ber. indy; is to K-int.so

compu

|
Banks sewe to reduce

this.
at less than their target,

÷

at

common directors.
Finance is the

Katy)..(in hag wht. eg.+t
the game..

5

24. Prolific pot contribuar by firmes cleding w. state.
22.

You have to spend money to wobre Moury.
ak, contractingout explu. (orotlusive berging

prelease date) is super int...
I won't sell in strange wher, who pays for an appraisal.
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+
23. Royalty misses outon un realized appeem.

the tax to each in onprop...

There's not
24 Needed: Small firm sporumen for defensed punts.

The problem is, who speaks for compu ?

much in compu for any competitor in themis in
exclusion for the included

This is why.25+_ Royalty bidding inviter wild bich

# crop shave teaser are based on custom, aand bidding
selection occurs on other vialer.

H
resource; set1_so, State shd. have an idea of resource;and

highe -ish royalty, e... 309⁰ ; and let bid vble be

boum, defenced over yu....a

21..

interimpd.

2bit
that."The indly spokemon si be called Banken.

-Naturally Barker prefer a systemu

__to_couted of carti.

-

9...

Hon site

To make profit.shaming work (or_netproceeds),
11 you need:

limit eligible expenses to thoseCarefully

6

b.. Exclude .R + D.

22

gives advantage
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28.

equipuut to

c. Exclude
expesses inflated by allocating bad

Rt.D site.
I. Exclude to criming expenses_re p

Mead brings all this out - & he is clearly think'sg of(and like) an integrated major...

#yet give less mory.

1

29.1

}|

a les efficient co. will give a higher profit share,
However, this is not

Bes...The pressure to
Teammiten.

Iall vs. profit shaning.I leave comer partly from developmentatives.
They don't come+

+They only.I careful what you let them deduct.
#sure to limit it
| labon

to

for effic. or state news.
came for gross activity...

#low rater .
#labor, vs. K

2
presume

#experience w.

to as to
1

1.e. no dedu

to just
Be

money spent in ak for
no dedn-of uit. unless at

___Thus undge them tow and...

DNR har carefully studied
-profit -share Chong B

royalty
Worke- comm...

benefit from their mon, & suceus.
Lef.WI

suggest they shd share this

her

7
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30.H#

I

In autoil cat pristten
= ent

# Profit Mine linch to padding costs.
Royalty leads tobunds to shimpung on costs. 1

Ti

so to cure, une royalty w. pential cost didn.,
-plus very close monitoring of costs.

1 Plus, reducing xogatty where worth are

1

To
prepare for this need careful cost..curalysis..

Volume clone not mough, c.f. for Miding scale r.
List several other factors. Has DNR gotten.
ready for this ? Will it!

ciredit

31. Explu, incentive in bill 854 is turning over_

control of state money to put. comps.If State is to spend the & is snd have..u
in where

hi, L.e. on

system where costs

Then,

high..

32. Profic - share wil. he hard to ader where_costs_are

ingul deposits locus. It is a goodl
an Wilmigton.very low

In Beaufort, state shid establish

Bft. elephant becomes hi profit.a

say

stute stil establish a his well head

8

price..
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33
As to nat intrest, ak, quands that as much.by...

conserving for future as by supply todayT
3.4.- 8ft.Sea selectionIt ak. pen.

infrastr.

36.

ho

But Sobey calls it mort
Cam use present P.t.B.. infraste.

-as vs. Lower look BristolBoun
giants
Mfavou aer, ber remote the

Looks like leapfrogging.
favorableble cues.

-||--
35. some work commitment is that both good, esply.

if royalty is Marged. But not as the bid vible.
(What Mead overlookes_is how there bianer may

offset. He looks at one at a time-- partial analysis.)

You have to spend m_ to_make_m__
Your looking

stamp

at billion in black gold. Just foolish to

staff to keepyou from being cleaned out.
Don't give away the store by fining the bookkeeper.

37. Comm. wust. define
term .

It's taken U.S. Tsy. many decades.
2Is it inis tem or persona

nam

38. Prelearning regs needed.
19. Bomen is reqressive

cort,

Defame profit..

9
:



BEAUFORT SALE TASKS

Memorandum of Understanding setting forth intent on sale procedures finalized
between State and Department of the Interior .

Call for nominations .

Joint Task Force designated . Joint Task Force co -chaired by Oil and Gas Conservation
Commission , Division of Minerals and Energy Management , US Geological Survey , and
US Bureau of Land Management OCS Office . Joint working groups operating under the
Task Force as follows :

(1) Legal issues (lease document , interim agreement , permitting , regulations ,
guidelines) .

(2) Impact analysis (DEIS/EIS , mitigating measures , presale process) .

(3) Technical problems (operating requirements , exchange of data , post
sale surveillance , unitization and drainage) .

(Each working group is co - chaired by the appropriate State and Federal agency)

Tracts to be considered designated .

Environmental Impact Statement process initiated .

Draft Management Plan developed by Task Force and submitted for approval by Governor/
Secretary . 1

Initiation of drafting of regulations and economic analysis .

COMPLETION DATE

3/2/78

3/10/78

5/78

6/78

7/78

7/78

10/78

RESPONSIBILITY

Governor/Secretary

BLM OCS/DMEM

Dept. of Interior/
Office of the
Governor

BLM/DMEM

BLM/DMEM

USGS/O&GCC

1

DOI/DNR

Task Force

Task Force

DMEM



BEAUFORT SALE TASKS (Continued)

Revised Leasing and Nomination Map issued.

Management Plan approved by Governor/Secretary.

Tract evaluation team designated .

Draft Environmental Impact Statement completed and submitted for field review .

Field review of DEIS completed .

Meeting of Agency Advisory Committee on Leasing to develop procedures and assignments .

DEIS issued .

Legal notice for leasing regulations published ; draft regulations distributed for public
comment . Draft of new leasing form released for public comment concurrently.

Copies of DEIS taken directly to Barrow , Kaktovik , and Nuiqsuit by State representatives to
explain DEIS/EIS process and to notify of upcoming hearings .

Current seismic operations completed .

Evaluation of seismic and well data .

Hearings in Fairbanks , Kaktovik , Nuiqsuit , and Barrow on DEIS .

COMPLETION DATE

1/79

1/79

1/79 "

2/9/79

3/2/79

3/7/79

3/30/79

4/7/79

4/4/79 - 4/7/79

5/79

4/79 Sale date

5/79 - 6/7/79

RESPONSIBILITY

BLM/DNR

Governor/Secretary

USGS/DGGS/DMEM

BLM/DMEM

DOI/State Agencies

AACL

BLM/DMEM

DMEM

BLM/DMFM

Private Contrac
tors

2

USGS/DMEM/DGGS

BLM/DMEM
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BEAUFORT SALE TASKS (Continued)

Hearings on State Leasing Regulations

Public comments considered , leasing regulations adopted and filed with Lieutenant Governor .

New leasing form finalized .

State leasing regulations become effective .

Field review and drafting of final EIS . EIS includes general operating
conditions , and limitations .

Trial computer runs on economic model .

Field geologic survey , ANWR , sampling for potential reservoir and source rock characteristics.

Lawsuit on disputed lands initiated .

Federal State agreement on lease terms

requirements ,

Recommendation by Task Force on basic terms of sale , bidding methodology , length of lease ,

etc. , to decisionmakers (Commissioner/Governor and Secretary) , including economic analysis
of bidding systems .

Recommendations on unitization of State/Federal lands submitted to decisionmakers by Task Force .

Final Enviornmental Impact Statement released .

a

COMPLETION DATE

5/79 - 6/7/79

6/79

7/79

6/7/79 - 7/15/79

5/20/79 8/79

Summer , 1979

7/79

7/79

7/79

7/79

8/79

|ERILAUALAM - MARTESAKE D

RESPONSIBILITY

DMEM

DMEM/Law

DNR

Task Force

BLM/DMEM

USGS/DGGS

DOI/Law

Task Force

Task Force

Task Force

BLM/DMEM

3

ES VARTOR , LA3



BEAUFORT SALE TASKS

Preliminary geologic model completed , to include estimated reservoir characteristics , thickness ,
trap sizes , and probability for oil and gas occurrence and amounts . Computer runs on economic

model , which includes factors such as resource values , assumptions of oil prices , discount rates ,
transportation economics , timing of discoveries , risk factors , costs of development , forecast
market conditions .

Recommended course of action in the form of proposed Secretarial Issues Document (SID) sent
to Commissioner/Governor and Secretary by Joint Task Force . Must go to Secretary within
30 days after EIS finalized .

Interim Agreement on disputed lands completed .

Announcement of decision by Governor/Secretary on sale , bidding terms , terms of sale ,
lease term , etc.

Legal notice of sale issued . Includes description of tracts , publication of sale map ,
breakdown of bid methods and terms by tract , etc. Application of mitigating measures to
tracts .

Joint State/Federal lease sale held .

Initiation of post sale evaluation . Additional computer runthroughs . Evaluation of
bids by US Department of Energy , Federal Trade Commission , US Lepartment of Justice ,
Congress (oversight ) , State of Alaska .

Post sale evaluation completed . Bids accepted/rejected and awards made .

Post award processes initiated/completed . Includes approval of plans of operations ,
compliance inspections , accounting for revenues , permitting procedures for off- lease
facilities and activities , other detailed implementation .

Standardized unit agreement document finalized.

b

COMPLETION DATE

8/79

9/79

9/79

10/79

11/79

Post sale analysis

12/17/79

12/79 - 2/80

2/79 80

1980 end of lease terms
or production

12/80

RESPONSIBILITY

BLM/USGS/DGGS/DMEM

Task Force

DOI/Law

Governor/Secretary

Task Force

DOI/DNR

DOI/DNR

4

DOI/DNR/Joint
Committee

USGS/DMEM/DOI/Law

„Tatagal m
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STATE

Official Business

Alaska State Legislature
House of Representatives

Committee on Resources

JOINT HOUSE RESOURCES - HOUSE FINANCE
BEAUFORT LEASE HEARING

Saturday , March 31
Courtroom A , Court Bldg .
To begin as soon as House session ends

OVERVIEW

Greg Erickson and Kay Brown , Legislative Research Agency

DISPUTED LANDS

Tom Koester , Assistant Attorney General , Department of Law

ENVIRONMENTAL AND TECHNOLOGICAL CONSIDERATIONS

Eben Hobson , North Slope Borough
Don Clocksin , Alaska Legal Services (representing Villages of Kaktovik
and Nuiqaut , City of Barrow , Herman Rexford , and Ralph Ahkivgak)
Chuck Evans , Arctic Environmental Information and Data Center
B. Sackinger and Tom Ostercamp , Geophysical Institute , University of Alaska

WEST COAST OIL GLUT

Arlon Tussing , Economic Consultant

M

ALTERNATE METHODS OF DEVELOPMENT

Mason Gaffney , Professor of Economics , University of California

DEPARTMENT OF REVENUE

Tom Williams , Director , Petroleum Revenue Division

ADDITIONAL TESTIMONY

DEPARTMENT OF NATURAL RESOURCES

Robert LeResche , Commissioner
Tom Cook , Director , Division of Minerals and Energy Management

Pouch V
State Capitol

Juneau , Alaska 99811

Don Langston , EXXON

Sam Del Piaz , Alaska Conservation Society & Alaska Center for the Environment
John Carson , Chevron USA

Phil Holdsworth , Resource Development Council.
OMAR



IA!! Bonn bidding, attractive side.
B. Problems

Ŀ

a. Hi cour.

1

w.

-#

Boum Bidding .
Front-und banier

Top f have 64.9⁰ acreage ( competitive.cors.
#They have more than hou, vou acher each .

b. Reduced compu.
is.i The more thegiants get, the lesser bare there is

for others. :(This in.bepartly deliberate,precuvive.)

C

1 hidding
ii. Medium + wall finus forced into joint ventures.

*same as collusion. If they sold this violatig
Sherman Cit. Sht,probibitjoint bidding

way.
but bound systers gives it a nationale.

Damps, compet.edge of bidding.Mead&Norghand to thestond

iii. Fud.
power ofac.

Reduced lord entrepuur-unsling;

this,in

accum . wealth becomer dominant (oud)
more abrenteism.

Big capt, is outside capt.
More leakage of basew...

d. Reduced emplint.
Larger finns do everything in more K- int ways.

this..My App has datur on

Excessivee .

front- money needed.
premium

het

on pre leaving explu. More

(Not+ much helped by incentive credits_in present lave,
I keep infowhich only help wieners, then A risk.

#1from Stute.)
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1

factor in bidding.
moves down the scale as a

not the

!

1

1

EfficiencyThis newly, meam

factor. The most

a

Effic. firm that cd...pay
15 the one who can pay most up front. ||H
(That's why rich investon rent farms to tenants,

#

the most over time,

#

etc..). This principle is the bequiming of wisdom in resouce ecs.
W/. it, never undertaand why the world isn't perfect.

can. A
iv. Effect of anything that

very high, bus, we are

oligopoly,

compu. ed. be

leaking w. a united, intulocked
W. century of experience at restraining comph.

But thereis a large fringe of potential competitors,
yearning to break in.

|



I,B p.2

Could case above problems by deferung bouus, But not below.
Creater a system.2._ Large A in riska.

--+ afurw
Gambleis ruim for

wiebig we will
becomersome more·likely.

fel.Cuts down willingness of smell firm to bid, as

grows large ful to their wealth . Cuts down success ratio, overall.
They wd. bid munk more, BCF_=ut, if they cd.

#pay over time, and contingent
+

on success.

system where most will love,so

Indy, says as muce it's the high risk that requires hi
+target rates of return, and reserves thegame for a fun giant

In respouse will let's reduce the risk, hence redure. The requiredWett
return.

#
+

1

the aute.

The State+
This is.may often be an active party to gamble's

+ ruin by knowingly selling day arcage..
Huring inside info. to practive frand,_and setsor

low moral tone the under which put. firms do the same...
legitimizes.a_

||
3. Is inconsistent w.State's strong fuck position.

Bonures are for paupers for quileless suations primitives

who are too easily dizgled by the flash of money,
who undervalue the future. Likesale of Manhattan for € 24.

State has simples Best it is to participate.a

in future reus.
youCorps. claim their ranger is 20 %⁰. 1.e.. they tell

they calculate bids by dies. at 20% . If you'd like to in.at 20 %⁰ participate.



#
5 Aster+Boying leaver many

qus. of
Gurd influ

•I.B₁ |₁.3
#

Bonus reducer K available to explore t clu. laud.

H

#
---||---
+

Oil influ. (Ifanything
amit of

cost of diftis

No

}

kuids of riske

von unknown futuro parcimetus:

reserver.

-
xptg.

W caust vikts.
Fed. price regs.
Kas sales

Even il

Evou regs
Title to land, State on Feb. subject to state tusen.
Future Fed puts to state in lieu of twan...

one

if one knew exactly
huge.other wiknown are

"bear on future of

I

Prudent man today

handle all there, I bid correctly.t
what incluground

was wee written on thewall, it's monof this.)

future of money.

way

Į
1

todaywd. be a bull on futureofoit; and...
to participate...



"F,B

1

Lever

point's

1

1.4

6. Brown inequitable, in some sense a
#inequitable. Falls thesameon

free,

regressive tax is
Falls thesame on lucky winners + unlucky loven.

gambler's luck that gaisOnly wore, be it is
more than still & work.

1

1. Bonus inevenible if _Kachemak Bay situation vecuus...

9. beJ. If small firms dous win may

to produce too fact, to recover K.
#

under excesive presu

Ber of these problems.-Shite..-Stute by rought cela.
11918 Leasing Aut_gives two, It some combos)_
_High xoyalty; high net profit_royalty

lands w.prop. taxes.In hist, of dispneal ofU.S. public lands, solved bysaddling
Minerall & peted. tos.petrol So I suspected

AVC, same idea in lease terms. Still hope.(alta. has
med this.) But now arefaced w. implementing
Pet; of'18, let's see what this entails.

que morOther jurisdus, leasing lands aue mostly nation, who can

hit. w . high in taxes. We must use leaving devices.
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A No commitment by lence.lessee

#

1

#

II." Higle rogetty

#
Sefers & sharer. But Is in wide use.. lu

furning teman bod is common to have lund
on 50% share or even lessor,60 % to

But there are problemm
1

to

B. Marquical effort

+

1

1

1

1

T

F

85-4.
^1.AWild bich posible. But our law has no royalty bid_

except on damageMamage sale. High fixed royalty, no problem.
I like boum as bid vible., bes. is familien . But.A royalty.
2.M4.Tie up accage cheap. To prevent:

a. Limit acresse any one can hold this way.
This is what bundlords cleating w.share tenants always do.

b. Write a work communitmuunt into leave_went

W.

is made subeconomic...

1

iii Courlyw
Couplewe proficthree royably in theallows.

O, the delay rental; forbonus,totdefinedpay
de Enfone 5 y diligence rule

5

Impore royalty
ay

A1.1. at his note only during fluck years.
The peculian produs patterms of oil reers make this

+feasible....Cory to avoid ccrlyshut-down.
The right. effort argument is derived from

haud rock_ming where it really tells. But oilwell
flows can be neatly divided into flush yes, I mugul, year.
Our law allows this. Ban.It will take soux expertstaffwork,
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5. Cadd & fixed change like

1

But let's

++.1and I trust this is being clove. But it is do able.
Fion

Law doesn't allow sliding scale or step royalty..
stust at any levellevels and works down as

There are many

after that.

by

-#

you
costs wanant it.

+

I

2. Combine w.
1

are many variations

w . netI

take top 20.9⁰ then, s

Idry_recovery,
on "deeper.Wells.

profic royalty.
Eig.

Ithis is being dove

i

say 4# of the netprofic

costi.
Or, levy 20 % on all, less deductionon all, less deduction of halfof.co
Or, deduct all costs, but w/o int. on capt.
Etc.

which is best? Calls for deep staffwork
DNR _aguin, I trust this is being done.

by3,# Require certain things.be clove, Like

-+close utln. rules of B.C..F.S. or wt. injections gas...
injection, etc. We acheady do this anyway...

AV4 # Lower roystly after big innsts. made,
an obvious I common sty..step

6

Aquins, calls for expert profit, staffwork, +_1 trest.

alte lower royalty



Quit

f

EB & Levee down't payyou at fire, as his wealth increases.
But in return, later, he pays you as his wealth declives, no deduction
for deplu.

C.W thedon'tget all therect, on low-cost eleporists.
sobre in pout by raising rate, & going to net profic

part, an law allows...in

1 Incentive to defer produ, to have corts .
Wider will sparing than_opt__u

i can regulate wellsparing

Crise
11. Deferal may
ii .

rise, so not such a bad thing.

#

well A PUR as oil

--#
11

une royalty
getiii. Definul is advocated emmyway, for MER metead,outof

iv. Definal effect is weaken than I once thought.
Bes. as you produce, decline in value ofleasehold(valueof depletion charge)

is reduced by royalty to l... you only oun 60% of what is depleted,
so this cost is automatically shandw. lesson.W.

ILL... High Profit-share Caguin, I won't make it_the_bichvible

-promises are too cheas)
+ Step I hese is to define profit. 178 lect

leaves this to Comm. Wide latitude.
this is being done. Rather, has been done bes. until you define profic, you

Tome baxa
qua. can't implement anything...

A. Are offrite expenser
Out state expenses

pričer

deductible ?___

?

2

I trust



11

Make it ato_amite expenses1 uge limiting
like a Net Proceeds tax, a la Nevada + R. Parchall.
Otherwise, open

selves be had..+
11
||

#
which cannot

personam. Is Comme ready?

to

ASE

|
up.

to "local hire." But don't say(Note
incourqument

But this calls for an on-lite, in rem approach

cannet simply bonow Cory. Ime Tux Lates, whichare in

B. How deduct Capt..

T It's not impossibly hard to administer. Parchall

says you need an acctut. to audit spending; and.
an enquieer w. field experience. Toto pass

on ressonablemes.
you definitely need more them inc. tue date.

but definitely different.
But

or probably less

over time ?

.

that's (over)

I with interent ? I mige yes, but at.
6%

only. or so, to avoid goldplating.. but this is justmy.
rupturtopinion. Imptat que now is how willDNR handle, and why?'72. Per blbl tife! or over

-wd. saveit for 10 you. let him deduct_

later when produ, becoming inqul, and credit is needed.
Will basis offer royalty_effer...On a per

Or₁ deduct upfront. Cumple & effectiveI like this.

8



}a net proceeds royalty.)the purpose, say it's a net proceeds

|.

‡‡

#
#

-||



to judge validity ofoutdays.
compliance vicles, perialtion for cheating.

Requires Acctuts, for auditing
Eng's

1

#
C. How avoid padding chiseling ?

+_to_thesite

|

+
General Countermearme

Mead's list of chisels. To prevent, we must.

• L

Exclude
1. attestante offrite expenser
2. Exclude R + D

3
A expenser due to allocating bad equipment

4. training expenses

5._ p.v._

Ifor extive care monitoringfindprice. Could callfor drastic mearun e.g.a state wkty. aquay.
1. avoid inductating price . Profit is highly remitive. Calls

ex measures.

2...Goldplating , A-f. Effect.

1

Allow recovery of K.w._

!

Net result is.
inc, tuc where costs are

int., but

Fouur auditing on flach producers._1 Only allow front and recovery of Ko ,. i.e.
IK munk before fluste produce confirmed If Beauf. is low,

4.thelle Combine net
3. Stayaway from areas of lowprofic. indhi't be theis

profit shawe w. royalty.
to make lease terms resemble an

only
6.% ..

9

Thin byonly partly deductible

#combining and balancing the working principles of
the diff systems , mixing in|| common sense proful

I expertise, and dedication to the public intent,-will get a good workable system.



| Conclusion

You have to+ You to make money..
Sost We're looking at ters of billions of $ he anchin

Adung & leaving public lands is as delicate on cur

appuidectomy and much less routine.
The men acron the table

This will cost some money. OK.
spunt mony

I

au outpos.. for thebest

devel they cauget, and they have scored some read
lulus in the part, cleating#
Hatte#|| ve people --- people somentar like us.
We need

W.

pros on ourside.
forI am frankly concerned DNR hasn't been beack here beating on yo.comm

Too complex? A leave is no more complex Cover)
wore staff!

moviethan the standard cleal between

distrils. I a theatre owner.

general public who are

H+ quit, grab a little
the worst mistake

complex contracts, shaving risks...

disorganized, confused, unsophisticated

corp. inc. Fux, me
Most big land lessons

¡i

H.do much more.wore
... attu.

Bun. is used to working

It is we

uptempted to throw

trum.money
we cd make.

this in tandem_w_

the
haudh

That is

ore nations, which levy 50%

leaver We have to

10

of it vice learning. Calls for special



V

1

#

and more powers. Le.g. to change royalties rates for #
different_conditions.) ( Compliance_reps + penalties, re
deductibles...

t se

!

+

#

4

}
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+

+

Boum bidding

andthe problem

The auit fid i
rate of lease sales. Sell


