
House Bill 271

“An act relating to the royalty rate for the Kitchen Lights Unit; and 
providing for an effective date.”

Representative Zack Fields, February 4, 2026



House Bill 271
KLU Background

What is the Kitchen Lights Unit (KLU)?
• 83,394 unitized acres in Cook Inlet composed of the 

former Kitchen and Corsair Units, and the proposed 
Northern Lights Unit.

• On June 30, 2009, DNR combined the three units to 
form the Kitchen Lights Unit.
• The unit was originally formed as the Kitchen Unit in 2007.  

The Corsair Unit was separated to the north.  In 2008 a third 
Northern Lights Unit was proposed before the consolidation.

• Furie owns and operates a single offshore platform, the 
Julius R (renamed to the Allegra Leigh Platform (ALP)) 
that produces 9,100 thousand cubic feet per day 
(mfcd) from six total well slots (October 2024).
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Background

• Production within the KLU comes 
from two Participating Areas 
(PAs), the Beluga PA and the 
Sterling PA.

• Six current well slots in the KLU 
penetrate the Beluga and Sterling 
PAs: KLU A-1A, KLU A-2A, KLU 3, 
KLU A-4, KLU A-5, KLU A-6.
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KLU Production 2015-2025
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Royalty 
Relief

HEX Purchases 
foreign-owned Furie 

making it Alaskan

15% Production 
Increase

• Doubled
capacity on 
platform

• Doubled
production

Modified Platform 
to Drill New Wells 

End of Field Life,
without HEX ownership

• Production peaked in 2018 after completion of the KLU A-1 and KLU 4 wells.  In early 2019, hydrates formed within 
the gathering line resulting in a 3-month shut-in resulting in a Chapter 11 bankruptcy filing by the prior owner of Furie.
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Chugach Electric Gas
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Cook Inlet Gas Crisis
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Royalties on Cook Inlet Units
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DNR Background

• IV. Applicant’s Clear and Convincing Showing for Royalty Modification As Required Under AS 
38.05.180(j) – “…full development of the acreage surrounding JRP by Furie is essential for the KLU.  
Furie also showed full development of the acreage surrounding the JRP would likely extend field life 
for more than ten years.  Either way, royalty modification would prolong field life at least through this 
winter while southcentral Alaska’s gas needs are high, provide Furie the ability to sustain operations 
while planning additional well work to restore any lost production from existing wells, and 
implement full development of the acreage surround the JRP over time.”

• VI. C. DNR Financial Modeling Review – “DNR compared the estimated direct impacts to State 
revenues (royalties, production tax, property tax, and corporate income tax) and estimated the 
extensions to the life of the field from granting royalty modification as opposed to not doing so. This 
enabled DNR to determine a royalty modification mechanism that both brought meaningful 
extension to the life of KLU while being statutorily compliant.”

-Department of Natural Resources, Commissioner’s Final Findings and Determination for Kitchen 
Lights Unit Royalty Modification, February 3, 2025.
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Key Takeaways

• DNR tested 22 different simulation scenarios before deciding on the royalty modification.
• Concluded that the royalty reduction is in the best interest of the state.

• Prolongs the economic life of the KLU.
• Allows HEX/Furie to meet Plans of Development.
• Incremental royalties paid to the state from an increased field life.
• Continued local gas production.
• Jobs for Alaskans – Furie is located and headquartered in Anchorage and 84% of Furie 

employees live in Alaska.
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Conclusion

Questions?




