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A L A S K A
S T A T E

L E G I S L A T U R E

Original Sponsor: Rules Offered: 2/28/64
Committee b y  Request of the Gov er no r Referred: Rules

IN THE SENATE B Y  THE J U D I C I A R Y  COMMITTEE

CS F O R  SENATE B I L L  NO. 225 

IN THE LE GI S L A T U R E  OF THE STATE O F  AL ASKA 

THIRD L E G IS LA TU RE  - S E CO ND  SESS IO N 

A BIL L

For an Act entitled: "An Act relating to the leasing of state

mine ra l lands."

B E  IT E N A C T E D  B Y  THE LEGISLATURE O F  T HE STATE O F  ALASKA:

* S e c t i o n  1. AS 3 8 .O5 .i35 is amended to read:

Sec. 38.05.135. GENERALLY. Except as o th e rwise p r o­

vided, valuable mine ra l  deposits in lands b el onging to the 

state shall be ope n to exploration, development, and the 

extraction of minerals. All lands, t ogether w i t h  tide, s ub­

m e r g e d ^  or shorelands [SHORE LANDS], to w h i c h  the state holds 

title or to which the state m a y  become entitled, m a y  be

o b t a in ed  b y  permit o r  lease for the purpose of exploration,

development, and the extraction of minerals. Except as 

s pe ci fically limited b y  secs. 135 - 180 of this chapter, 

lands [LANDS] m a y  be with he ld  from lease ap plication o n  a 

first-come, fi r st -served basis, and o f f e r e d  o n l y  o n  a c o m­

petitive bid basis whe n d etermined b y  the commissioner to 

be in the best interests of the state. In unp ro v en  areas 

the commissioner m a y  o ff er  additional incentive and ot h er  

terms in granting permit for exploration and development 

w h e ne ve r it appears to be in the best interests of the state 

to do s o .

* Sec. 2. AS 38.05 is amended b y  adding a n ew section to read:

Sec. 38.05.137. LEASING AGREEMENTS. The commissioner 

is a uthorized to enter into cooperative mine ra l leasing
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agreements w i t h  the U n it ed  States regarding lands w h i c h  are 

the subject of a title dispute b e t we en  federal and state 

authorities. A n y  such lease need not conform to the p r o v i­

sions of state law applicable to state leases issued under 

the au th or it y of AS 3 8 .0 5 .

* Sec. 3. AS 38.05.l45 is amended to read:

Sec. 3 8 .0 5 .1 4 5 . L E AS IN G PROCEDURE. Deposits of

coal, phosphates, oil shale, sodium, potassium, oil, g a s ^  

and state lands containing these deposits are subject to 

dispo si ti on  under rules and regulations, recomm en de d b y  the 

d irector and adopted b y  the commissioner, and the provisions 

of secs. 145 - 180 of this chapter. In applying the acreage 

limitations the commissioner m a y  a pp ly  the rule of a p p r o x i­

mation. The uses of the rule of a p p ro xi m at io n made before 

Ma rc h 31* I960, by the commissioner are ratified.

(b) If the state selects or otherwise acquires land 

o t he r than shorelands, title to w h i c h  was in the federal 

government and which, at the effective date of the selection 

or acquisition, is subject to a v a l i d  existing o ff er  for a 

noncompetitive U ni te d  States oil and  gas lease, or a p p l i c a­

tion for a pros pe ct in g permit o r  no n co mp et it iv e  m i n i n g  lease 

for coal, phosphates, sulphur, oil shale, sodium, o r  p o t a s­

sium under the federal act of F e b r u a r y  25, 1920 (41 Stat.

437 as amended), the o f f e ro r  o r  applicant for the federal 

permit or lease, if a qu a lified applicant hereunder, shall 

be considered the first qualified applicant for a state n o n­

competitive oil and gas lease, p r os pe ct in g  permit, or n o n­

competitive minin g lease a nd is entitled to a state n o n c o m­

petitive lease o r  permit up on  compliance wi th  the provisions
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of the regulat io n covering applications w i th in  60 days after 
receipt of w r i t t e n  notice fr om  the comm is si on e r of selection 

o r  acquisition. These priorities are not effective if the 

land covered b y  the federal offer s o r  a pp li cations is c l a s­

sified b y  the commissioner as competitive land w i t h i n  90 days
after the selection of the land is f i na l ly  a p proved b y  the 

S e c r et a ry  of the Interior or the land is otherwise acquired.

* Sec. 4. AS 38.05.180(a) is ame nd ed  to read:

(a) All tide and submerged lands, m e n t a l  h e a l t h  lands, 

school lands, and un iv er s i t y  lands shall be leased b y  

competitive bidding, and w h e n e v e r  oil o r  gas is d iscovered 

in commercial quantities, the c om mi ssioner shall determine 

the extent of the area of lands in ad di t i o n  to tide, s u b­

merged, m en ta l h ea l th  lands, school, o r  u n i v e r s i t y  lands in 

the same general area of the di sc o ve ry  we ll  which, b y  reason 

o f  the discovery, the commissioner r e a s o n a b l y  believes to be 

capable of p ro d ucing oil o r  gas, and  the a dditional lands 

shall be leased to the highest responsible q u a l if ie d  b idder 

b y  competitive bidding u n d e r  gene ra l regulations, in units 

of not exceeding 2 ,5 6 0 acres (except that tide and submerged 

lands shall be leased in units of not exceeding 5 *7 6 0 acres), 

w h ic h shall be as n e a r l y  compact in f o r m  as possible, u p o n  

the payment b y  the lessee of such bonus as m a y  be accepted 

b y  the commissioner and of such r o y a lt y as m a y  be fixed in 

the lease which shall not be less th an  12 1/2 p e r  cent In 

amount o r  value of the p r o d u c t i o n  removed or sold fro m the 

lease. However, the h o l d e r  of a lease who drills and makes 

the first discovery of oil o r  gas in commercial quantities 

in a geologic structure shall p ay a roya lt y on all pr od uc t i o n  
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u n d e r  the lease of five p e r  cent for 10 years f ol lowing the 

date of d i s c o ve r y and th er e a f t e r  the r o ya lt y  rate shall be 

not less tha n 12 1/2 p e r  cent. All lands o t h e r  than those 

above p r o v i d e d  to be leased b y  competitive b i d di ng  m a y  

[SHALL] be leased com pe t it iv el y o r  n o n c o m p e t i t i v e l y  as 

d et er mi ne d b y  the c om m issioner to be in the best interests 

of the state [WITHOUT C O M PE TI TI V E B I D D I N G  TO THE F I R S T  Q U A L I­

FI E D  PERSON M A K I N G  APPLICATION]. N o n c om pe ti t iv e leases shall 

be i s sued in units of not exceeding 2,560 acres in a ny one 

lease. Noncomp et it iv e leases shall be condi ti on e d upo n  the 

payment b y  the lessee of a r o y al ty  of 12 1/2 p e r  cent in 

amount o r  value of the p r o d u c t i o n  remo ve d o r  sold f r o m  the 

lease. However, the h o l d e r  of a lease who drills and ma ke s  

the first d i s c o ve ry  of oil o r  gas in commercial quantities 

in a g eologic structure shall p a y  a r o y a l t y  o n  all production 

u n d e r  the lease of five p e r  cent for 10 y ears f o ll owing the 

date of di sc ov er y  and t he re a f t e r  the r o y a l t y  rate is 12 1/2 

p e r  cent. Competitive leases issue d under this subsection 

shall be for 10 years and shall continue so long therea ft er  

as oil o r  gas is p r o d u c e d  in p ay in g quantities. N o n c o m p e t i­

tive leases issued u n d e r  this subsect io n shall be f or a 

p r i m a r y  t e r m  of five years and shall continue so long t h e r e­

after as oil o r  gas is p r o d u c e d  in p a y i n g  quantities. If 

dr illing has commenced o n  the ex pi ra t i o n  date of the pri m ar y 

t e r m  of the lease and is continued w i t h  r easonable diligence, 

such operations to include redrilling, sidetracking o r  other 

m ea ns  n e c e s s a r y  to reach the o ri gi n a l l y  p r o p o s e d  b o t t o m  hold 

location, the lease shall continue in effect until 90 days 
after drilling has ceased and f or so long t h er ea ft er  as oil

C S S B  225 a m  -4-



or gas is pro du ce d in payin g  quantities. If all o r  part of 

the lands covered b3f the lease are lands that have been 

selected by the state under laws of the Un ited States g r a n t­

ing lands to the state and a conditional lease was Issued 

thereon, the t e r m  of the lease shall be extended f or a period 

equal to the p er i od  during w h i c h  the lease was  conditional. 

Sec. 5* AS 38-05.180(d) is amended to read:

(d) The commissioner m a y  provide for ex te ns io n of the 

t e r m  o f  a lease w h e th er  competitive o r  noncompetitive, if 

all o r  part of the lease is [, ON THE E XP IR AT IO N DATE,] i n­

cluded in an approved unit p l a n  o r  p r o g r a m  of secondary 

rec ov er y op er at io n  to bring about or restore production.

Sec. 6 . AS 3 8 .0 5 .1 80 (k) is amend ed  to read:

(k) Instead of the foregoing procedure, the federal 

lessee or his assignee may, at his option, exercise his p r e­

ference right for a state lease o n  the shorelands included 

w i t h i n  the exterior boundaries of his federal lease b y  a p p l y­

ing to the division of lands, Department of N a t ur al  R e s o u r­

ces. Ifj_ at the time of applying, the lands are classified 

as noncompetitive, the state shall, upon applic at io n  [WITHIN 

60 DAYS A F T E R  THE ISSUANCE OF THE FEDE RA L  LEASE, O R  IF THE 

FEDERAL LEASE W AS ISSUED B E FO R E J U L Y  1, i9 6 0 ], issue a lease 

covering w h a t e v e r  shorelands are included w it hi n  the exterior 

boundaries of the federal lease. If^_ at the time of a p p l y­

ing, the shorelands included in the [OFFER F O R  A] federal 

lease are classified as competitive lands, the lands shall 

be leased by competitive bidding. The competitive lease 

shall be issued to the [OFFEROR F O R  THE] federal lessee or 

his assignee [LEASE] upon payment to the state of an amount
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equal to the highest b id for the lease, plus the rental for 

the first year, payment to be made w it hi n  10 days after the 

lessee*s or assignee's [OFFEROR'S] receipt of w r i t t e n  notice 

f ro m the d irector of the div is io n  of lands of the amount of 

the highest bid. These l e a s e s ^  w h e t h e r  competitive o r  non- 

c o mp et it i ve ^ shall carry the same conditions as an ord in ar y 

state lease on the same lands, except that the term of the 

state lease shall conform to that of the adjoining federal 

lease, including extended terms, a nd shall terminate if the 

federal lease is termin at ed  f or any reason. The [THE] lease 

shall provide for annual rental at the rate of $100 a unit 

of 640 acres or part thereof of the lands included w i t h i n  

the federal lease until agreement is reached b e t w ee n the 

state a nd the S e c r et ar y of the Int er io r of the U nited States, 

o r  his authorized representative, as to the actual area of 

the shorelands included in the [OFFER F O R  A] federal lease, 

and as to the apportionment betwe en  the state and federal 

government of the rental theretofore paid u nder the federal 

l e a s e .

* Sec. 7. AS 38.05.180(f) is repealed.
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