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IN T H E  S E N A T E  BY H U B E R

S E N A T E  B I L L  NO. 689 

I N  T H E  L E G I S L A T U R E  O P  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  a n  A c t  e n t i t l e d : "An Act r e l a t i n g  to m i n i m u m  r o y a l t y  on s t a t e  oi l  an d

gas l e a s e e ."

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  O P  T H E  S T A T E  OF A L A S K A :  I

* S e c t i o n  1 , A S  3§.05.180(a) is a m e n d e d  t o  read: j

(a) A l l  t i d e  a n d  s u b m e r g e d  la n ds ,  m e n t a l  h e a l t h  lands, s c h o o l  ! 

l a n d s ,  a n d  u n i v e r s i t y  l a n d s  s h a l l  be l e a s e d  b y  c o m p e t i t i v e  b i d d i n g ,  a n d  J 

w h e n e v e r  o il  or ga s  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 -  j 

m i s s l o n e r  s h a l l  d e t e r m i n e  t h e  e x t e n t  of th e  a r e a  of  l a n d s  i n  a d d i t i o n  to}
; i

t i d e ,  s u b m e r g e d ,  m e n t a l  h e a l t h  la n d s ,  s c h o o l ,  or u n i v e r s i t y  l a n d s  i n  the 

sam e g e n e r a l  a r e a  o f  th e  d i s c o v e r y  w e l l  w h i c h ,  b y  r e a s o n  o f  th e  d i s­

covery, th e  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 c a p a b l e  o f  p r o d u c i n g  

o i l  or gas, a n d  th e  a d d i t i o n a l  l a n d s  S h a l l  be l e a s e d  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  o f  n o t  e x c e e d i n g  2 , 5 6 0  a c r e s  ( e x ce p t  tha t t i d e  and 

s u b m e r g e d  l a n d s  s h a l l  be l e a s e d  i n  u n i t s  of  no t  e x c e e d i n g  5 , 7 6 0  a c r e s ) ,  

w h i c h  s h a l l  be as n e a r l y  c o m p a c t  i n  f o r m  as p o s s i b l e ,  u p o n  the p a y m e n t  

by the l e s s e e  o f  s u c h  b o n u s  as m a y  be a c c e p t e d  b y  the c o m m i s s i o n e r  and 

o f  s u c h  r o y a l t y  as m a y  be f i x e d  i n  the l e a s e  W h i c h  s h a l l  n o t  be less 

t h a n  20_ [ 12 1 / 2 ] p e r  c ent i n  a m o u n t  or v a l u e  of th e  p r o d u c t i o n  r e m o v e d  

or s o l d  f r o m  t h e  lease. A l l  l a n d s  o t h e r  t h a n  t h o s e  a b o v e  p r o v i d e d  to be 

l e a s e d  b y  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  c o 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 th e  c o m m i s s i o n e r  to be in the b e s t  i n t e r e s t s  

o f  th e  state. N o n c o m p e t i t i v e  l e a s e s  s h a l l  be i s s u e d  i n  u n i t s  of not 

e x c e e d i n g  2 , 5 6 0  a c r e s  in a n y  one lease. N o n c o m p e t i t i v e  l e a s e s  s h a l l  be
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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 l es s e e  o f  a r o y a l t y  o f  20_ [12 1/2] 

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

lease. C o m p e t i t i v e  l e a s e s  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 fo r  10 

y e a r s  e xc e p t  tha t  in t h e  C o o k  I n l e t  s e d i m e n t a r y  b a s i n ,  l e a s e s  sh a l l  be 

for a p r i m a r y  t e r m  of n o t  m o r e  t h a n  10 y e a r s  a n d  not less t h a n  five 

y e a r s  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 ,  a n d  s h a l l  c o n t i n u e  so 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 .  N o n c o m p e t i -

^  t if a  •* n  n  i m r l  +~ Vn rn n i l  Vn i-n /"> 4- -i /-n v\ n h c  1  1 Vn -P^-n -v * t~ \ vn A  wi <*n t  r  +- /s -t/n wn /-n Po ± v c  x c a o c o  _i_ o o u t u  u i i u c j .  o a x o  o u t J o c o  v i w a  o a a x x  u c  ± w± a, p x x iu a i  ,y o c i i u  w i.

f ive y e a r s  an d  s h a l l  c o n t i n u e  so 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 .  If d r i l l i n g  ha s  c o m m e n c e d  on the e x p i r a­

ti o n  dat e  of the p r i m a r y  t e r m  o f  the l e a se  a n d  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 3 s u c h  o p e r a t i o n s  to i n c l u d e  r e d r i l l i n g ,  s i d e t r a c k i n g  J 

or o t h e r  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 d u c e d  b o t t o m  h o l e  

l o c a t i o n ,  t h e  l e a s e  s h a l l  c o n t i n u e  in e f f e c t  u n t i l  90 d a y s  a f t e r  d r i l l­

in g  has c e a s e d  a n d for so l o n g  t h e r e a f t e r  as oi l  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 a l l  o r  p ar t  of the la n d s  c o v e r e d  b y  th e  l e a s e  are 

l ands t hat h a v e  b e e n  s e l e c t e d  by the s t a te  u n d e r  law s  of the U n i t e d  

S t a t e s  g r a n t i n g  l a n ds  to the s t at e  a n d  a p a t e n t  has n o t b e e n  i s s u e d  on 

them, a c o n d i t i o n a l  l e a s e  m a y  be issu e d .  H o w e v e r ,  n o  t e r m  e x t e n s i o n  m a y  

be g r a n t e d  for the p e r i o d  d u r i n g  w h i c h  the l e a s e  was c o n d i t i o n a l .
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