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I n t r o d u c e d :  4 / 2 3 / 6 9
R e f e r r e d :  F i n a n c e

IN THE S E N A T E  BY B L O D G E T T

S E N A T E  B I L L  NO. 344 

IN THE L E G I S L A T U R E  OF THE S T A T E  OF A L A S K A  

S I X T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A BIL L

F o r  an Act en t i t le d :  "A n  A c t  r e l a t i n g  to the r o y a l t y  i n t e r e s t  of the state

i n  oil and gas; and p r o v i d i n g  fo r  a n  e f f e c t i v e  date."

BE IT E N A C T E D  BY T H E L E G I S L A T U R E  OF TH E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 3 & . 0 5 . 1 8 0 ( a )  is a m e n d e d  to read:

(a) A l l  t ide a n d  s u b m e r g e d  lands, m e n t a l  h e a l t h  lands, sch o o l  

lands, an d  u n i v e r s i t y  lands s hall be l e a s e d  by c o m p e t i t i v e  bidding, 

and w h e n e v e r  oil or gas is d i s c o v e r e d  i n  c o m m e r c i a l  q u a n t i t i e s ,  the 

c o m m i s s i o n e r  s h a l l  d e t e r m i n e  the e x t e n t  of the a rea of lands in additioi 

to tide, s u bm e r g e d ,  m e n t a l  h e a l t h  lands, school, or u n i v e r s i t y  lands in 

the same g e n e r a l  a r e a  of the d i s c o v e r y  w e l l  which, by r e a s o n  of the 

disc o v e r y ,  the c o m m i s s i o n e r  r e a s o n a b l y  b e l i e v e s  to be capa b l e of p r o­

duc i n g  oil or gas, and the a d d i t i o n a l  lands s h al l  be le a s ed  to the 

h i g h e s t  r e s p o n s i b l e  q u a l i f i e d  b i d d e r  b y  c o m p e t i t i v e  b i d d i n g  u n d e r

g e n e r a l  r e g u l a t i o n s ,  i n  u n i t s  of not e x c e e d i n g  2 , 5 6 0  a cres (except that

tide a n d  s u b m e r g e d  lands s h a l l  be l e a s e d  i n  u n i t s  of not e x c e e d i n g  

5,760 acres), w h i c h  s h a l l be as n e a r l y  c o mp a c t  in f o r m  as po s s ib l e ,  

u p o n  the p a y m e n t  by the le s s e e  of s u c h  bo n u s  as m a y  be a c c e p t e d  by 

the c o m m i s s i o n e r  a n d  of s u c h  r o y a l t y  as m a y  be f i x e d  in the lease w h i c h  

shall not be less t h a n  16 1/2 [12 1/2] p e r  cent in a m ou n t  or v al u e  of 

the p r o d u c t i o n  r e m o v e d  or sol d  fr o m  the lease. H ow e v e r ,  the h o l d e r  of 

a lease w h o  dri l l s  an d  m a k e s  the f irst d i s c o v e r y  of oil or gas in 

c o m m e r c i a l  q u a n t i t i e s  in a g e o l o g i c  s t r u c t u r e  s h a l l  pay a r o y a l t y  on 

all p r o d u c t i o n  u n d e r  the l ease of five pe r  cent for 10 y e a r s f o l l o w i n g  

the date of d i s c o v e r y  an d  t h e r e a f t e r  the r o y a l t y  r a t e  s h a l l  be not less
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than 16 1/2 [12 1/2] p e r  cent, p r o v i d e d ,  ho w e v e r ,  that  the r o y a l t y  

rate for the first d is c o v e r y  in any u n p r o v e n  a r e a  of the C o o k  I n l e t 

se d i m e n t a r y  b a s i n  shall not be less t h a n  16 1/2 [12 1/2] p e r  cent 

un l e s s  the c o m m i s s i o n e r  s p e c i f i c a l l y  p r o v i d e s  that s uch r o y a l t y  s h a ll  

be less at the time such lands are o f f e r e d  for lease and i n  no e v e n t  

shall such r o y a l t y  be less t h a n  five p e r  cent. A l l  lands o t h e r  t h a n  

t hose above p r o v i d e d  to be l e a s e d  by c o m p e t i t i v e  b i d d i n g  m a y  be l e a s e d  

co m p e t i t i v e l y  or n o n c o m p e t i t i v e l y  as d e t e r m i n e d  by the c o m m i s s i o n e r  to 

be in the best i n t e r e s t s  of the state. N o n c o m p e t i t i v e  leases s h a l l  be 

i s s u e d  in units of not e x c e e d i n g  2 ,560 acres in any one lease. N o n -
1

c o m p e t it i v e  leases shall be c o n d i t i o n e d  u p o n  the p a y m e n t  by the le ss e e  

of a r o y a l t y  of 16 1/2 [12 1/2] p e r  cent in a m o u n t  or v a l u e  of the p r o­

duc t i o n  r e m o v e d  or s old f r o m  the lease. H o we v e r ,  the h o l d e r  of a 

lease who drills an d  makes the first d i s c o v e r y  of oil or gas in c o m­

m e r c i a l  q u a n t i t i e s  i n  a g e o l o g i c  s t r u c t u r e  s h a l l  pay a r o y a l t y  on all 

p r o d u c t i o n  u n d e r  the lease of five p e r  cent for 10 y e a r s  f o l l o w i n g  the 

date of d i s c o v e r y  an d  t h e r e a f t e r  the r o y a l t y  r a t e  is 16 1/2 [12 1/2] 

p e r  cent. C o m p e t i t i v e  leases i s s u e d  u n d e r  this s u b s e c t i o n  s h a l l  be for 

10 years and s hall conti nu e  so long t h e r e a f t e r  as oil or gas is p r o­

duced i n  p a y i n g  qu a nt i t i e s .  N o n c o m p e t i t i v e  leases i s s u e d  u n d e r  this 

s u b s e c t i o n  s h a ll  be fo r  a p r i m a r y  t erm of f ive y e a r s and s ha l l  c o n t i n u e  

so long t h e r e a f t e r  as oil or gas is p r o d u c e d  in p a y i n g  q u a n t i t i e s . If 

d r i l l i n g  has c o m m e n c e d  on the e x p i r a t i o n  date of the p r i m a r y  t e r m  of 

the lease and is c o n t i n u e d  w i t h  r e a s o n a b l e  d i l i g e n c e ,  suc h  o p e r a t i o n s  

to incl u d e r e d r i ll i n g ,  s i d e t r a c k i n g  or other m e a n s  n e c e s s a r y  to r e a c h  

the o r i g i n a l l y  p r o p o s e d  b o t t o m  hole location, the lease s h a l l  c o nt i n u e  

in effect u n t i l  90 days a fter d r i l l i n g  has c e a s e d  and for so long 

t h e r e a f t e r  as oil or gas is p r o d u c e d  in p a y i n g  qu a n t i t i e s .  If al l  or 

part of the lands c o v e r e d  by the lease are lands that hav e  b e e n  
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s e l e c t e d  by the s tate u n d e r  laws of the U n i t e d  States g r a n t i n g  lands 

to the state an d  a c o n d i t i o n a l  lease was I s s u e d  thereon, the t e r m  of 

the l e as e  s hall be e x t e n d e d  fo r  a p e r i o d  e q u a l  to the p e r i o d  d u r i n g  

w h i c h  the lease was con d i t i o na l .

# Sec. 2. This Act takes e f f e c t  on the day a f t e r  Its p a s s a g e  a n d  approval 

or on the da y  It b e c o m e s  l a w  w i t h o u t  approval.
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