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I N  T H E  H O U S E  ' B Y  TH E  R U L E S  C O M M I T T E E

H O U S E  B I L L  NO. 872

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

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  to the l e a s i n g  a n d  e x p l o r a t i o n  of

s t a t e  l a n d  for oil  a n d  g as."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS 3 8 . 0 5 . 1 8 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 . 0 5 . l 8 0 .  O I L  A N D  G A S  L E A S I N G .  (a) The c o m m i s s i o n e r  is 

a u t h o r i z e d  to g r a n t  to t h e  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

pe t i t i v e  b i d d i n g  u n d e r  r e g u l a t i o n s  p r o m u l g a t e d  in a d v a n c e ,  oil and gas 

l e a s e s  on s t a t e  land. Th e  b i d d i n g  s h a l l  be by s e a l e d  b ids, and, at the 

d i s c r e t i o n  of  th e  c o m m i s s i o n e r ,  s h a l l  b e  e i t h e r

(1) on th e  b a s i s  of a c a s h  b o n u s  b i d  w i t h  a r o y a l t y  r e s e r v e d

to th e  s t a t e  of 12 1 / 2  p e r  cent of  the a m o u n t  or v a l u e  of the p r o d u c t i o n  

saved, r e m o v e d  or sold;

(2) on t h e  b a s i s  of a c a s h  b o n u s  b i d  w i t h  a f i x e d  s ha r e  of 

th e  n e t  p r o f i t  d e r i v e d  f r o m  o p e r a t i o n  of t h e  t r a c t  of not less t h a n  30 
p e r  cent r e s e r v e d  to t h e  state;

(3) on t h e  b a s i s  of a f i x e d  c a s h  b o n u s  w i t h  the net p r o f i t

s h a r e  r e s e r v e d  to t h e  s t a t e  as th e  b i d  v a r i a b l e ;  or

(4) a f t e r  p u b l i c  h e a r i n g  an d  c e r t i f i c a t i o n  to the l e g i s l a t u r e  

b y  th e  c o m m i s s i o n e r  t h a t  r o y a l t y  b i d d i n g  w o u l d  b e  in the best  i n t e r e s t s  

of the sta t e ,  on the b a s i s  of a f i x e d  c a s h  b o n u s  w i t h  the r o y a l t y  

r e s e r v e d  to t h e  s t a t e  as t h e  b i d  v a r i a b l e .

(b) T h e  s t a t e ' s  ne t p r o f i t  s h a r e  s h a l l  be c a l c u l a t e d  on the b a s i s

of the v a l u e  o f  the p r o d u c t i o n  sa v e d,  r e m o v e d ,  or sold, les s  t ho s e

c a p i t a l  an d  o p e r a t i n g  c o s t s  d i r e c t l y  a s s i g n a b l e  to the d e v e l o p m e n t  an d
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o p e r a t i o n  (but not a c q u i s i t i o n )  of a oil an d gas l e a s e  i s s u e d  u n d e r  a 

n e t . p r o f i t - s h a r i n g  a r r a n g e m e n t .  No c a p i t a l  or o p e r a t i n g  c h a r g e s  for 

m a t e r i a l s  or l abor s e r v i c e s  not a c t u a l l y  u s e d  on the a r e a  l e a s e d  f o r  oil 

or gas u n d e r  a net p r o f i t - s h a r i n g  a r r a n g e m e n t ;  a l l o c a t i o n  of i n c o m e  

t axes; n o r  e x p e n d i t u r e  for m a t e r i a l s  or l a b o r  s e r v i c e s  u s e d  b e f o r e  lease 

a c q u i s i t i o n  s h a ll  be p e r m i t t e d  as a d e d u c t i o n  in the c a l c u l a t i o n  of net 

i ncome. The c o m m i s s i o n e r  s h a l l  by r e g u l a t i o n  e s t a b l i s h  a c c o u n t i n g  p r o­

ced u r e s  and s t a n d a r d s  to g o v e r n  the c a l c u l a t i o n  of n et  p r o f i t s.  I n  the 

e v e n t o f  a d i s p u t e  b e t w e e n  the s tate a n d  a l e s s e e  c o n c e r n i n g  the c a l­

c u l a t i o n  of the net p r o f i t s ,  the b u r d e n  of p r o o f  s h a l l  be on the lessee. 

T hat p a r t  of the n e t  p r o f i t s  s hare due the s t a t e w h i c h  is a t t r i b u t a b l e  

to oil p r o d u c t i o n  m a y  be t a k e n  i n  k i n d  in the f o r m  o f  oil a n d  that p a r t  

of the net p r o f i t  s h a r e  a t t r i b u t a b l e  to gas m a y  be t a k e n  in k i n d  in the 

f o r m  of gas. The f r a c t i o n  of the p r o d u c t i o n  d u e  in k i n d  s h a l l  be 

d e t e r m i n e d  by d i v i d i n g  th e  n e t  p r o f i t  due the s t at e  a t t r i b u t a b l e  t o  t h e  

p r o d u c t  or p r o d u c t s  t a k e n  in k i n d  by the f a i r  m a r k e t  v a l u e  at the 

w e l l h e a d  of the oil or gas (as the case m a y  be) saved, r e m o v e d  or sold. 

The a t t r i b u t i o n  of p r o f i t s  as b e t w e e n  oil a n d  gas s h a l l  be p r o p o r t i o n a t e  

to the v a lu e  of t h e i r  r e s p e c t i v e  s h ar e s  of p r o d u c t i o n .

(c) An oil a n d  gas l e a s e  i s s u e d  by the c o m m i s s i o n e r  s h a l l  c o v e r  a 

r e a s o n a b l y  c o m p a c t  a r e a  not e x c e e d i n g  5 ,760 ac r e s ,  a n d  be f o r a p e r i o d  

of five y e a r s  or fo r  up to te n y e a r s  if the c o m m i s s i o n e r  d e t e r m i n e s  a nd  

c e r t i f i e s  to the l e g i s l a t u r e  that a l o n g e r  t e r m  is n e c e s s a r y  to p r o v i d e  

the l e s s e e  a r e a s o n a b l e  o p p o r t u n i t y  to d e v e l o p  the oil and gas r e s o u r c e .  

E x p i r i n g  oil a n d  gas l e a s e s  s h a l l  be a u t o m a t i c a l l y  r e n e w e d  if  and f o r  aa 

l o n g  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  f r o m  the 

l e a s e  o.r, i f  the l e a s e  is a p a r t  of a u n i t  a p p r o v e d  by the c o m m i s s i o n e r  

u n d e r  AS 3 1 . 0 5 . 1 0 0  - 3 1 . 0 5 . 1 1 0 ,  the uni t  of w h i c h  it is a p a r t ,  A 

t e m p o r a r y  c e s s a t i o n  of p r o d u c t i o n  a p p r o v e d  b y  the c o m m i s s i o n e r  d o e s  n o t  
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(d) O i l  a n d  gas l e a s e s  s h a l l  p r o v i d e  fo r  p a y m e n t  to the s t a t e  of 

r e n t a l  on  the f o l l o w i n g  basis:

(1) fo r  l e a s e s  w i t h  a f i v e  y e a r  p r i m a r y  t e r m

(A) fo r  t h e  f i r st  a n d  s e c o n d  year,, n o n e

(B) for  t h e  t h i r d  y e a r ,  $3 p e r  acr e

(C) fo r  the f o u r t h  year, $6 p e r  acr e

(D) for  t h e  f i f t h  y ea r ,  $12 p e r  acre;

(2) fo r  l e a s e s  with, a p r i m a r y  t e r m  in e x c e s s  of f ive y e a r s

(A) fo r t h e  f i n a l  y e a r  of the p r i m a r y  t erm, $24 p e r  acre

(B) fo r  the s e c o n d  y e a r  b e f o r e  the e n d  of th e  p r i m a r y  

t erm, $12 p e r  ac r e

(C) f o r  t h e  t h i r d  y e a r  b e f o r e  t h e  en d  o f  the p r i m a r y  

t erm, $6 p e r  acr e

(D) f o r  the f o u r t h  y e a r  b e f o r e  the e n d  of the p r i m a r y  

t erm, $3 p e r  acr e

(E) for al l  y e a r s  b e f o r e  the f o u r t h  y e a r  b e f o r e  th e  e n d 

of the  p r i m a r y  t e r m,  n one;

(3) fo r  l e a s e s  in p r o d u c t i o n  or e x t e n d e d  p a s t  the p r i m a r y  

t erm, none.

(e) To c o n s e r v e  t h e  n a t u r a l  r e s o u r c e s  o f  all or a p a r t  of a n  oil 

or gas p o ol ,  f i e l d ,  or l i k e  a rea, w h e t h e r  or not the p a r t  is t h e n  s u b­

jec t  to a c o o p e r a t i v e  or u n i t  p l a n  of d e v e l o p m e n t  or o p e r a t i o n ,  l e s s e e s  

a n d  t h e i r  r e p r e s e n t a t i v e s  m a y  u n i t e  w i t h  e a c h  other, or j o i n t l y  or 

s e p a r a t e l y  w i t h  o t h e r s ,  in c o l l e c t i v e l y  a d o p t i n g  or o p e r a t i n g  u n d e r  a 

c o o p e r a t i v e  or a u n i t  p l a n  of d e v e l o p m e n t  or o p e r a t i o n  of the p ool, 

f ield, or lik e  a r e a ,  or a p a r t  of it, w h e n  d e t e r m i n e d  a n d  c e r t i f i e d  by 

t h e  c o m m i s s i o n e r  to be n e c e s s a r y  or a d v i s a b l e  i n  the p u b l i c  in te r e s t .

The c o m m i s s i o n e r  m a y ,  w i t h  the c o n s e n t  of the h o l d e r s  o f  l ea s e s  i n v o l v e d ,

c o n s t i t u t e  g r o u n d s  f o r  n o n r e n e w a l  or c a n c e l l a t i o n  of t h e  lease.

-3- H B  872
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establish, a l t e r , c h a n g e , or revoke drilling, producing, rental m i n i m u m

r o y a l t y ,  an d  r o y a l t y  r e q u i r e m e n t s  of the le a s e s  an d  m a k e  r e g u l a t i o n s  

w i t h  r e f e r e n c e  to the leases, w i t h  like c o n s e n t  on t he  p a r t  o f  t h e  

le s sees, in c o n n e c t i o n  w i t h  the i n s t i t u t i o n  a n d  o p e r a t i o n  of a c o o p e r a­

ti v e  or u n i t  p l a n  as he d e t e r m i n e s  n e c e s s a r y  or p r o p e r  to s e c u r e  the 

p r o p e r  p r o t e c t i o n  of the p u b l i c  i n terest. The c o m m i s s i o n e r  m a y  p r o v i d e  

that o i l  an d  gas l e a s e s  i s s u e d  u n d e r  t h i s  s e c t i o n  s h a l l  c o n t a i n  a p r o­

vi s i o n  r e q u i r i n g  the l es s e e  to o p e r a t e  u n d e r  a r e a s o n a b l e  c o o p e r a t i v e  or 

unit p l a n ,  a n d  he m a y  p r e s c r i b e  a p l a n  u n d e r  w h i c h  the l e s s e e  s h a l l  

operate. The p l a n  shall a d e q u a t e l y  p r o t e c t  a l l  p a r t i e s  in. i n t e r e s t ,  

i n c l u d i n g  t h e  state.

(f) A p l a n  a u t h o r i z e d  by (e) of t h i s  s e c t i o n ,  w h i c h  i n c l u d e s  l and 

o w n e d  b y  the state, m a y  c o n t a i n  a p r o v i s i o n  v e s t i n g  th e  c o m m i s s i o n e r ,  or 

a pe r s o n ,  c o m m i t t e e ,  or s t a t e  a g e n c y  w i t h  a u t h o r i t y  to a l t e r  or m o d i f y  

f r o m  t i m e  to tim e  the r a t e  of p r o s p e c t i n g  a n d  d e v e l o p m e n t  a n d  the 

q u a n t i t y  an d  r a t e  of p r o d u c t i o n  u n d e r  the plan. Al l  l e a s e s  o p e r a t e d  

u n d e r  a p l a n  a p p r o v e d  or p r e s c r i b e d  b y  the c o m m i s s i o n e r  are e x c e p t e d  in 

d e t e r m i n i n g  h o l d i n g s  or c o n t r o l  u n d e r  sec. 140 of t h i s  c h a p t er .  The 

p r o v i s i o n s  of this s e c t i o n  c o n c e r n i n g  c o o p e r a t i v e  or u nit p l a n s  ar e in 

a d d i t i o n  to, a n d do .not a f f e c t  AS 31.05-

(g) P r o d u c i n g  a c r e a g e  on a known geologic s t r u c t u r e  of a p r o d u c i n g  

oil or gas f i e l d  is e x c l u d e d  f r o m  c h a n g e a b i l i t y  as a g a i n s t  the a c r e a g e  

l i m i t a t i o n  p r o v i s i o n s  of sec. 140 of this chapter.

(h) W h e n  s e p a r a t e  t r a c t s  ca n n o t  be i n d i v i d u a l l y  d e v e l o p e d  and 

o p e r a t e d  in c o n f o r m i t y  w i t h  an e s t a b l i s h e d  w e l l - s p a c i n g  or d e v e l o p m e n t  

p r o g r a m ,  a lease, or a portion, of a lease, m a y  be p o o l e d  w i t h  o t h e r  

.land, w h e t h e r  or n o t  o w n e d  b y  the state, u n d e r  a c o m m u n i t i z a t i o n  or 

d r i l l i n g  a g r e e m e n t  p r o v i d i n g  for an a p p o r t i o n m e n t  o f  p r o d u c t i o n  or 

r o y a l t i e s  a m o n g  the s e p a r a t e  t r a c t s  o f  l a n d  c o m p r i s i n g  the d r i l l i n g  or

-4-
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s p a c i n g  u n i t  w h e n  d e t e r m i n e d  b y  the c o m m i s s i o n e r  to be in the p u b l i c  

i n t e r e s t . O p e r a t i o n s  or p r o d u c t i o n  u n d e r  the a g r e e m e n t  s h a l l  be c o n­

s i d e r e d  as o p e r a t i o n s  or p r o d u c t i o n  as to e a c h  l e a s e  c o m m i t t e d  to the 

a g r e e m e n t .

(i) T h e  c o m m i s s i o n e r  may ,  on c o n d i t i o n s  w h i c h  he p r e s c r i b e s ,  

a p p r o v e  d r i l l i n g ,  or d e v e l o p m e n t  c o n t r a c t s  m a d e  b y  one or m o r e  l e s s e e s  

of o i l  or gas l e a s e s ,  w i t h  on e  or m o r e  p e r s o n s ,  w h e n,  in hi s  d i s c r e t i o n ,  

the c o n s e r v a t i o n  of n a t u r a l  p r o d u c t s  or the p u b l i c  c o n v e n i e n c e  or n e c e s­

sity r e q u i r e s  it or th e  i n t e r e s t s  o f  the s t a t e  a r e  b e s t  served. All 

l e a s e s  o p e r a t e d  u n d e r  a p p r o v e d  d r i l l i n g ,  or d e v e l o p m e n t  c o n t r a c t s ,  and 

i n t e r e s t s  u n d e r  t h e m  a r e  e x c e p t e d  i n  d e t e r m i n i n g  h o l d i n g  or c o n t r o l  

u n d e r  sec. 140 o f  t h i s  c h a pter.

(j) To a v o i d  w a s t e  or to p r o m o t e  c o n s e r v a t i o n  of n a t u r a l  r e s o u r c e s ,  

the c o m m i s s i o n e r  m a y  a u t h o r i z e  the s u b s u r f a c e  s t o r a g e  of oi l or gas 

w h e t h e r  or n o t  p r o d u c e d  f r o m  s t a t e  land, i n  l a n d  l e a s e d  or s u b j e c t  to 

l e a s e  u n d e r  t hi s  s e c t i o n .  T his a u t h o r i z a t i o n  m a y  p r o v i d e■for the p a y­

me n t  of a s t o r a g e  fe e  or r e n t a l  on the s t o r e d  oil or gas, or, i n s t e a d  of 

t h e  f e e  or r e n t a l ,  f o r  a r o y a l t y  o t h e r  t h a n  that p r e s c r i b e d  in th e  lease 

w h e n  th e  s t o r e d  o i l  or gas is p r o d u c e d  i n  c o n j u n c t i o n  w i t h  oil or gas 

n o t  p r e v i o u s l y  p r o d u c e d .  A l e a s e  o n  w h i c h  s t o r a g e  is so a u t h o r i z e d  

s h a l l  be e x t e n d e d  at l e a s t  fo r  the p e r i o d  of s t o r a g e  a n d  so l o n g  t h e r e­

af t e r  as o i l  or gas n ot  p r e v i o u s l y  p r o d u c e d  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 .

(k) E a c h  o i l  or gas l e a s e  i s s u e d  b y  the s t a t e  s h a l l  c o n t a i n  a p r o­

v i s i o n  r e q u i r i n g  the l e s s e e  to f u r n i s h  th e D e p a r t m e n t  of L a b o r  a q u a r t e r­

ly r e p o r t  r e g a r d i n g  t h e  e m p l o y m e n t  on th e  l e a s e d  p r o p e r t y  of s ta t e  

r e s i d e n t s .  Th e  c o m m i s s i o n e r  of l a b o r  s h a l l  p r o m u l g a t e  r e g u l a t i o n s  

n e c e s s a r y  to c a r r y  out the p r o v i s i o n s  of this s u b s e c t i o n .

* Sec. 2. AS 3 8 . 0 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

-5 -  HB 872
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Sec. 3 8 . 05 . 1 8 4 .  O I L  A N D  GAS C O M P E T I T I V E  C O N T R A C T  E X P L O R A T I O N  

P E R MITS. (a) The c o m m i s s i o n e r  m a y  g r a n t  c o m p e t i t i v e  c o n t r a c t  e x p l o r a­

ti o n  p e r m i t s  fo r oil an d  gas b y  s e a l e d  b i d 3 u n d e r  r e g u l a t i o n s  p r o m u l­

ga t e d  in a d v a n c e 5 on t h e  b a s i s  of a f i x e d  c a s h  b o n u s  w i t h  the r e w a r d  

p a y a b l e  by the s t a t e  to the p e r m i t  h o l d e r  p e r  unit of r e c o v e r a b l e  

p e t r o l e u m  h y d r o c a r b o n  d i s c o v e r e d  as the bi d  v a r i a b l e .  All p e t r o l e u m  

h y d r o c a r b o n s  or m i n e r a l s  d i s c o v e r e d  by v i r t u e  of a c t i v i t i e s  c o n d u c t e d  

u n d e r  a c o m p e t i t i v e  c o n t r a c t  e x p l o r a t i o n  p e r m i t  s h a l l  r e m a i n  th e  p r o p e r­

ty of the  s t a t e 3 a n d  no i n t e r e s t  in t he s e  m i n e r a l s  m a y  a c c r u e  to the 

p e r m i t  h o l d e r  e x c e p t  as p r o v i d e d  u n d e r  (g) of t h i s  section.

(b) C o m p e t i t i v e  c o n t r a c t  e x p l o r a t i o n  p e r m i t s  m a y  not e n c o m p a s s  

m o r e  t h a n  6 4 3000 acr e s ,  the b o u n d a r i e s  o f  w h i c h  s h al l  be e s t a b l i s h e d  by 

the c o m m i s s i o n e r  In o r d e r  to as n e a r l y  as p o s s i b l e  e n c o m p a s s  a sin g l e  

p o t e n t i a l l y  p e t r o l i f e r o u s  s u b s u r f a c e  g e o l o g i c a l  s t r u c t u r e ,  and be for  a 

t e r m  not to e x c e e d  five years.

(c) P a y m e n t  of the d i s c o v e r y  r e w a r d  u n d e r  a c o m p e t i t i v e  c o n t r a c t  

e x p l o r a t i o n  p e r m i t  s h a l l  be m a d e  on the b a s i s  of the q u a n t i t y  of p e t r o­

leu m  h y d r o c a r b o n s  p r o v e n  to be e c o n o m i c a l l y  r e c o v e r a b l e  f r o m  t h e  l a n d  

c o v e r e d  by the permit. D e t e r m i n a t i o n  of the p r o v e n  e c o n o m i c a l l y  r e­

co v e r a b l e  r e s e r v e s  s h a l l be m a d e  by an i n d e p e n d e n t  a s s e s s m e n t  b o a r d  

c o n s i s t i n g  o f  t h r e e  p r o f e s s i o n a l  e n g i n e e r s ,  n o n e  of w h o m  m a y  be an e m­

pl o y e e  of or a f f i l i a t e d  w i t h  e i t h e r  the s tate or the p e r m i t  holder. The 

s t a t e and the p e r m i t  h o l d e r  s h a l l  e a c h  a p p o i n t  one m e m b e r  of the a s s e s s­

men t  board, w h o  s h a l l  t h e n  m e e t  a n d  j o i n t l y  a p p o i n t  the t h i r d  memb er .

(cl) The i n i t i a l  a s s e s s m e n t  of r e s e r v e s  s h a l l  be m a d e  w h e n  r e­

qu e s t e d  b y  th e  p e r m i t  h o l d e r  a n d  at the e x p e n s e  of th e  state. R e a s s e s s­

men t s  sha l l  be m a d e  at the r e q u e s t  an d  e x p e n s e  of the p e r m i t  h o l d e r .  No 

r e a s s e s s m e n t  of r e s e r v e s  m a y  be a l l o w e d  a f t e r  10 y e a r s  h a v e  e l a p s e d  f r o m  

the dat e  the p e r m i t  was i n i t i a l l y  i s s u e d  ex c e p t as m a y  be r e q u i r e d  by 
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(e) B i d s  fo r  p e r m i t s  s h a l l  be s u b m i t t e d  in t e r m s  of th e  r e w a r d  per 

u n i t  o f  o i l  d i s c o v e r e d ;  p a y m e n t  f o r gas d i s c o v e r e d  s h a l l  be on t he  b a s i s  

of a r a t i o  b e t w e e n  t h e  e x p e c t e d  a v e r a g e  v a l u e s  of o i l  a n d  gas e s t a b­

li s h e d  by  th e  c o m m i s s i o n e r  b e f o r e  o f f e r i n g  th e  c o m p e t i t i v e  c o n t r a c t  

e x p l o r a t i o n  p e r m i t  fo r  bid.

(f) Th e  c o m m i s s i o n e r  m a y  i n c l u d e  i n  the p e r m i t  c o n t r a c t  p r o v i s i o n s  

l i m i t i n g  t h e  m a x i m u m  a n n u a l  d i s c o v e r y  r e w a r d  p a y m e n t  to a p e r m i t  h o l d e r  

a n d  p r o v i d i n g  for t h e p a y m e n t  of the r e w a r d  in p e r i o d i c  i n s t a l l m e n t s .

(g) T h e  c o m m i s s i o n e r  m a y  i n c l u d e  in th e  p e r m i t  c o n t r a c t  a p r o v i­

si o n  g r a n t i n g  t he  h o l d e r  of a p e r m i t  a p r e f e r e n c e  r i g h t  to o b t a i n  an oil 

a n d  gas l e a s e  or l e a s e s  c o v e r i n g  t h a t  p art of the p e r m i t  a r e a  p r o v e n  to 

be p r o d u c t i v e  of o i l  or gas, if th e a r e a  s h o u l d  be o f f e r e d  for l e a s e  by 

th e  state. ' The p r e f e r e n c e  r i g h t  so g r a n t e d  s h a l l  a l l o w  the p e r m i t  

h o l d e r  to o b t a i n  th e  l e a s e  on the t e r m s  o f f e r e d  by the b i d d e r  tha t  in 

th e  a b s e n c e  o f  th e p r e f e r e n c e  r i g h t  w o u l d  h a v e  b e e n  a w a r d e d  the lease. 

The g r a n t i n g  of a p r e f e r e n c e  r i g h t  s h a l l  not o b l i g a t e  the s t a t e  to lease 

the p e r m i t  a r e a  or to d e v e l o p  r e s e r v e s  that m a y  h a v e  b e e n  d i s c o v e r e d  

t h e r e .

* Sec. 3- AS 3 8 . 0 5 . l A 5 ( b )  is a m e n d e d  to read:

(b) I f  the s t a t e  s e l e c t s  or o t h e r w i s e  a c q u i r e s  l a n d  o t h e r  t h a n  

s h o r e l a n d s ,  t i t l e  to w h i c h  w a s  in the f e d e r a l  g o v e r n m e n t  a n d  w h i c h ,  at 

the e f f e c t i v e  d a t e  o f  the s e l e c t i o n  or a c q u i s i t i o n ,  is s u b j e c t  to a 

v a l i d  [ E X I S T I N G  O F F E R  F O R  A N O N C O M P E T I T I V E  U N I T E D  S T A T E S  O I L  A N D  GAS 

L E A S E ,  OR] a p p l i c a t i o n  fo r  a p r o s p e c t i n g  p e r m i t  or n o n c o m p e t i t i v e  m i n i n g  

lease, for coal, p h o s p h a t e s ,  s ul p h u r ,  o i l  s h a l e s o d i u m ,  or p o t a s s i u m  

u n d e r  the f e d e r a l  Act of F e b r u a r y  2 5 , 1920 (4l Stat. 437 as a m e n d e d ) ,  or 

f o r  a n o n c o m p e t i t i v e  U n i t e d  S t a t e s  g e o t h e r m a l  lease, or a p p l i c a t i o n  for 

a p r o s p e c t i n g  p e r m i t  or n o n c o m p e t i t i v e  l e a s e  u n d e r  t h e  f e d e r a l  Act
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of D e c e m b e r  2 k , 1970 (84 Stat. 1566), the o f f e r o r  or a p p l i c a n t  fo r  the 

f e d e r a l  p e r m i t  or lease, if a q u a l i f i e d  a p p l i c a n t  h e r e u n d e r ,  s h a l l  be 

c o n s i d e r e d  the  first q u a l i f i e d  a p p l i c a n t  f o r  a s t a t e  [ N O N C O M P E T I T I V E  O I L  

A N D  GAS L E A S E , ]  n o n c o m p e t i t i v e  g e o t h e r m a l  le a s e,  p r o s p e c t i n g  p e r m i t ,  or 

n o n c o m p e t i t i v e  m i n i n g  l e a s e a n d  is e n t i t l e d  to a s t a t e  n o n c o m p e t i t i v e  

l ease or p e r m i t  u p o n  c o m p l i a n c e  w i t h  the p r o v i s i o n s  of the r e g u l a t i o n s  

c o v e r i n g  a p p l i c a t i o n s  w i t h i n  60 da y s  a f t e r  r e c e i p t  of w r i t t e n  n o t i c e  

f r o m  the c o m m i s s i o n e r  of s e l e c t i o n  or a c q u i s i t i o n .  T h e s e  p r i o r i t i e s  are 

n o t  e f f e c t i v e  if the l and c o v e r e d  b y  t h e f e d e r a l  o f f e r s  or a p p l i c a t i o n s  

is c l a s s i f i e d  b y  th e  c o m m i s s i o n e r  as c o m p e t i t i v e  lan d  w i t h i n  90 d a y s  

a f t e r  the s e l e c t i o n  of t h e la n d  is f i n a l l y  a p p r o v e d  by the S e c r e t a r y  of 

the I n t e r i o r  or the land  is o t h e r w i s e  acq u i r ed .
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