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THIRD DMSIOEJ - A discovery of molybdenum near Hayes Glacier, west of A n c h o ~ ,  has 
created a b i t  of' excitement. The true value of the deposit w i l l  not be known unt i l  a f te r  

I further investigations and exploratory work. It is reported as promising, and a large 
number of .chin18 have been slaked. 

OIL NEWS 

Everybody must know it by now, but just fo r  the record we w i l l  report here that 
the S t a t e  of Alaska received a l i t t l e  over $&,000,000 from its first competitive lease 
sale of offshore o i l  lands on Dec. 10. The highest single bid for one parcel was a Joint 
bid by Union O i l  Co. of California and Ohio O i l  Co. of $1,001,123.00. The size of the 
parcel was 2026 acres. It was an auspicious occasion, snd we were all delighted. 

A press release from the Union and Ohio o i l  companies announced that their first 
well south of the community of Kenrti indicated a flow of 31,000,000 cu. ft. of gas per 
day'in a production tes t .  Their second we l l ,  i n  the same area, flowed a t  the rate of 
l7,OOO,OOO cu. f%. per day in  a test, and the third well has since been confinned as a 
good c ~ r c i a l  discovery also. They announced that  these wells fulfill  the! Union-Ohio 
gas delivery c ~ ~ n e n t s  t o  the Anchorage Gas Corp., and that further dr i l l ing will 
depend on the market. The first well was dri l led t o  15,047 feet,  the deepest hole i n  
Al~ska ,  but production w i l l  be from around the 5,000-foot horizon. No's 2 and 3 were 
dril led only t o  about 5 , O  feet.  

Richfield reports a cost of $1,500,000 t o  get i ts  d r i l l  r i g  moved i n  and ready 
t o  start dri l l ing i n  the area of the Kaliakh River between Bering Glacier and Yaks-. 
mis figure would cover trassportation, road building, and dr i l l ing supplies. 

Fairbanks voters have approved a 20-year exclusive franchise t o  Alaska Prapane 
fo r  natural hffts distribution. 

Drilling News: Standctrd-Richfield now have 3 rigs dr i l l ing for  them, having 
obtained the one that dri l led the 3 Union-Ohio gas wells. Soldotna Creek Unit No. 41-4 
w i l l  be spudded i n  by the l a t t e r  r i g  shortly. ALaske. Consolidated O i l  is fishing in 
Iniskin-Antonio Zappa No, 1 at 11,200 feet  and has hydro-frac operations under way at the 
old Beal 100. 1. Richfield now down past 2,450 feet  i n  Kaliakh No. 1 near Yalcataga. 
I3enedum and Associates spudded Nulato Unit No. 1 on Nov. 29 and are dril l ing ahead below 
1,300 feet.  

STATE COAL LEASING REARING 

Under the authority of the Alaska Land Act, passed by the first State Legis- 
lature, the S t a t e  is preparing t o  adopt regulations for prospecting permits and coal - leasea on coal lands which the State may acquire. Regulations have (conlt. on page 4) 
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The U.S. Bureau of Mines 1958 Minerals Yearbook chapter en t i t l ed  "The Mineral 
Industry of Alaska" is available now a t  the USBM, Box 2688, Juneau. It covers a l l  
phases of mineral production and a c t i v i t i e s  i n  Alaska f o r  1958. Congratulations a re  i n  
order t o  the USBM f o r  such rapid publication. A few years back, the yearbook was usually 
two o r  three years behind. 

E. AND M. J. MrmAL MARKET PRICES 

Dec. 17 Month Year 
1959 A g o  Ago 

Copper, per lb .  
Lead, per lb .  
Zinc, per lb.  
Tin, per lb .  
Nickel, per lb .  
Platinum, per oz. 
Quicksilver, per f l a s k  
Silver,  foreign, New York 
Si lver ,  domestic, per oz. 
Antimony ore, per uni t  
Chrome ore, per long ton 
Molybdenum conc., per lb .  
Titanium ore, per ton 
Tungsten ore, per uni t  
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we go t o  extra  expense t o  send the Bulletin by first class and air m a i l  t o  make it 
effect ive i n  delivering "fresh" news of importance, we do not wish t o  be wasting the 
taxpayerst money mailing it t o  those who do not read it. If you wish t o  continue 
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Mailing Address 





TAX INFORMA_TION 

Prospecting o r  developing a mining property may be cheaper than many people 
realize.  The 1954 U.S . Internal Revenue Code (sections 615 and 616) allow f o r  a maximum 
of $100,000 i n  deductions per year f o r  each of four years fo r  bona f ide  prospecting o r  
development expenses. The savings i n  taxes and resultant actual  costs of exploration are 
interesting. A table i s  shown below tha t  indicates savings and costs i n  various examples, 
showing i n  each case the tax on an income before prospecting deductions, and then what 
the tax and savings, etc., would be i f  $10,000 were spent on prospecting. For instance, 
it is shown tha t  an Alaskan corporation with $35,000 i n  taxable prof i t s  can save $5350 i n  
taxes i f  it spends $10,000 fo r  prospecting, thereby doing i t s  prospecting at an actual  
cost of only about 474 f o r  every dol lar  so spent. A single taxpayer of $50,000 taxable 
income can prospect f o r  only about 28$ fo r  each dol lar  spent prospecting o r  developing 
a mine. The savings are  l e s s  f o r  smaller incomes, but even a single man with a $12,000 
taxable income w i l l  f ind he can make bona f ide prospecting expeditions f o r  around 6& on 
the dollar.  The prospecting expenditure figure of $10,000 is used i n  each case f o r  ease 
i n  calculations, but approximately the same low costs per dol lar  f o r  prospecting can be 
-btained by lesser  expenditures. The figures i n  the table are approximate slide-rule 
omputations, but are  substantially correct t o  the best of the wri ter 's  knowledge. 

A strong note of caution must be sounded here. We do not want any one t o  get 
the idea from t h i s  discussion tha t  he can take a camping vacation with a pick and gold 
pan and then deduct the expenses from h i s  taxable income. The Bureau of Revenue will 
have t o  be convinced tha t  the expenses were f o r  bona f ide  prospecting fo r  profi t .  Like 
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other ventures f o r  which taxpayers seek t o  deduct expenses, the prospecting must be + 

entered in to  as  a business venture f o r  prof it, and not as  a hobby or  f o r  pleasure. - 
i s  the cr i ter ion by which the Bureau w i l l  judge each case. 

Taxable U.S. Alaska Total Saving Prosp ' g  
Income or  Income Income i n  Cost 
Prof it Tax Tax Tax Tax Per $ - 

Alaskan Corporation $ 35,000 $11,500 $2,300 $13,800 
a f t e r  prospect -ing 25,000 7,100 1,350 8,450 $ 5,350 $0.47 

Single Taxpayer 50,000 24,llO 3,760 27,870 
a f t e r  prospecting 40,000 17,860 2,760 20,620 7,250 0.28 

Married Taxpayer 50,000 18,620 2,840 21,460 
a f t e r  prospecting 40,000 13,440 2,030 15,470 5,990 0.40 

Single Taxpayer 30, 000 12,070 1,850 13,920 
a f t e r  prospecting 20,000 4,720 1,020 7,740 6,180 0.38 

Married Taxpayer 30,000 8,840 1,320 10,160 
a f t e r  prospecting 20,000 5,030 740 5,770 4,390 0.56 

Single Taxpayer 12,000 3,220 480 3,700 
a f t e r  prospecting 2,000 390 60 450 3,250 0.68 

Married Taxpayer 12,000 2,620 380 3,O0 
a f t e r  prospecting 2,000 390 60 450 2,550 0. 75 





(con1% from page 1 )  been drafted i n  preliminary form and are  available upon request a t  the 
S ta te  Division of Lands, 333 "D" Street ,  Anchorage. A public hearing w i l l  be held, a t  
rhich time the industry and interested persons a re  urged t o  make comments, cri t icisms, or  

objections t o  the proposed regulations. Ful l  consideration w i l l  be given t o  such s t a t e -  
ments before the regulations a re  adopted i n  t h e i r  f i n a l  form. Written statements received 
pr ior  to ,  or  during, the hearing will a lso  receive due attention. The granting of S ta te  
coal leases and prospecting permits w i l l  be done by the Division of Lands with the 
technical help and advice of the Division of Mines and Minerals. 

The proposed regulations have been designed t o  encourage Alaskan coal develop? 
men? as much as possible while remaining consistant with proper conservation practices. 
The following matters are  covered i n  the proposed regulations: c lassif icat ion of l a d s ,  
qual i f icat ion of applicants, acreage l imitations,  competitive and noncompetitive leases, 
f ixing of royalties and rentals,  forms t o  be used, e tc .  

The public hearimg w i l l  be held on January 8, 1960, i n  the meeting room of the  
2. J. Loussac Library, 5th Avenue & F St ree ts ,  Anchorage, s t a r t ing  at  9 A.M. 

NOTES ON WITHDRAFJALS 

An interest ing news item from the Spokane Spokesman Review reporting on a recent 
annual conference of the Western Forestry and Conservation Association was given us by one 
of our "fans". M r .  A. G. Ib.11, forestry relat ions counsel from Washington, D.C. pre- 
dicted: ". . . . . as population pressures increase and lands become more sought a f t e r  
f o r  various purposes tha t  po l i t i c s  w i l l  play an increasingly important part i n  conserva- 
tion." More of the a r t i c l e  is quoted as follows: 

"Another conference speaker, Bert L. Cole, colmaissioner of public 
lands f o r  the S ta te  of Washington, said Americans w i l l  have t o  s t a r t  
looking at  'natural resources with a multiple use g l i n t  i n  t h e i r  eyes.' 
Pressure groups which have t o  learn t o  compromise on some issues 
include timbermen, stockmen, farmers, miners, u t i l i t i e s ,  hunters, 
fishermen and ou%door recreat ionis ts ,  according t o  Cole's cataloging. 
The Washington commissioner sa id  he applied the pressure group 
designation t o  such fores t  users, 'because as populations increase, 
t hey ' l l  t r y  t r i cks  and generate confl ic ts  t o  maintain t h e i r  single use 
in te res ts .  

''Cole defined multiple use as a concept of land use rather  than 
a system. He a lso  accused ultraconservationists, largely easterners, 
with promoting the idea tha t  the w e s t  is  j u s t  a big playground. He 
sa id  such people f a i l  t o  real ize tha t  the economic growth of the west 
depends upon maximum u t i l i za t ion  of i t s  natural  resources. 

"One of the most controversial t a lks  on the conference agenda 
w a s  given by V i r l i s  L. Fishcher, Las Vegas, Nev., conservationist. 
Fisher said the S ier ra  club was engineering a colossal land grab f o r  
a single-use empire. Heart of the plan is  a land t ransfer  study which 
ca l l s  f o r  a moratorium i n  the meantime on a l l  management decisions 
affect ing national fo res t  lands. He declared the ' fan tas t ic  scheme' 
would bring wholesale dismemberment of the national fores t  system. 

"A Sier ra  club member himself, Fisher s t i l l  characterized the 
club's move as  a 'malicious campaignt and said, 'The at tack features 
dis tor ted use of pictures and captions i n  the club's publication t o  
create a f a l s e  and misleading impression of the work of the fo res t  



service.' Fischer urged tha t  more research on the rea l  need and 
nature of wilderness areas be dune'before commitments be made on 
vast set-asides. He said the principle of multiple use is more 
important now than ever before, on private as w e l l  a s  on ~ w b l i c  
lands . " . . ,  

As idormation tha t  w i l l  be of in teres t  t o  a l l  who are not sure what the Sta te ' s  
position is on multiple w e  of i t s  lands, we quote here from the Natural Resources Article 
(VIIJ )  of the Alaska Constitution: 

"SE&ION 1. It i's the policy of the State t o  encourage the L 

settlement of its land &nd the development of i ts  resources by 
makingZthem available f o r  maximum use consistent with the public 
interest .  

"SECTION 2. The legislature sha l l  provide fo r  the u t i l i za -  
t ion, development, and conserntion of a l l  natural resources be- 
longing t o  the State,  including a d  and waters, f o r  the maximum 
benefit of i ts  people. 

s 

I :  
"SECTION 3 . -  .Wherever occurring i n  t h e i r  natural s ta te ,  f ish,  

wildlife, and waters are reserved to the people f o r  connnon use." I 

We quote also from Article I11 of the Alaska Land Act: I 

I 
I 

"Section 1 . . . . . Nothing herein sha l l  prevent rec lass i f i -  
cation of any lands where the public in teres t  warrants such action, 
nor preclude multiple purpose.use of a l l  lands whenever the different 
uses are compatible. No Alaska land, water, or land and wafer area 
shal l ,  except by a c t  of the State  Legislature, be (1) withdrawn from 
settlement, location, sa le  or enery; (2) reserved f o r  special use; 
or (3)  res t r ic ted  from operation of the mining. and mineral leasing 
provisions of t h i s  Act, i f  the area involved i n  such withdrawal, 
reservation, or  res t r ic t ion  exceeds i n  the 'aggregate 640 acres. " 

I 
I 
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