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I n t r o d u c e d ;  2 / 1 7 / / 8
R e f e r r e d :  R e s o u r c e s  a n d  F i n a n c e

B Y  T H E  R U L E S  C O M M I T T E E  B Y
I N  T H E  H O U S E  R E Q U E S T  OF T H E  G O V E R N O R

H O U S E  B I L L  NO. 854

/ / \
IN T H E  L E G I S L A T U R E  OF T H E  S T A T E 1 OF A L A S K A

T E 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  A c t  e n t it led : " A n  A c t  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  o f

s ta te  la n d  for o il  a n d  gas d e v e l o p m e n t ."

BE  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 THE S T A T E  OF  A L A S K A :

S e c t i o n  1. A S  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. 38 .05 . 1 8 0 .  O I L  A N D  GAS L E A S I N G .  (a) T h e  l e g i s l a t u r e  finds

that

(1) t he  p e o p l e  of  A l a s k a  h a v e  an i n t e r e s t  in th e d e v e l o p­

m e n t  of t he  s t a t e ' s  oi l a n d  gas r e s o u r c e s  to

(A) m a x i m i z e  the e c o n o m i c  r e c o v e r y  o f  th e r e s o u r c e s ;

(B) m i n i m i z e  th e e x p l o i t a t i o n  of t h e s e  n a t u r a l  r e s o u r c e s

in p r o t e c t i o n  of  the  p u b l i c  i nterest;

(C) m a x i m i z e  c o m p e t i t i o n  a m o n g  p a r t i e s  s e e k i n g  to 

e x p l o r e  a n d  d e v e l o p  the re so u r c e s ;

(D) m a x i m i z e  u s e  o f  A l a s k a ' s  h u m a n  r e s o u r c e s  in th e 

d e v e l o p m e n t  of  th e r es ou r c e s ;

(2) it is in the  b e s t  i n t e r e s t s  of the s t a t e  to e n c o u r a g e

a n  a s s e s s m e n t  o f  its oil  a n d  gas r e s o u r c e s  a n d  to a l l o w  th e m a x i m u m

f l e x i b i l i t y  in the m e t h o d s  of i s s u i n g  le ase s to

(A) r e c o g n i z e  the m a n y  v a r i e d  g e o g r a p h i c a l  r e g i o n s  of 

the s t a t e  a n d  the d i f f e r e n t  c o st s of e x p l o r i n g  for o i l  a n d  gas in 

t h e s e  r eg io ns ;

(B) r e c o g n i z e  the n e e d  for s t i m u l a t i n g  d e v e l o p m e n t  in 

p a r t i c u l a r  r e g i o n s  of the  state;

(C) m i n i m i z e  the a d v e r s e  i mp a c t  of e x p l o r a t i o n ,  d e v e l o p
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ment, p r o d u c t i o n ,  a n d  t r a n s p o r t a t i o n  a c t i v i t y  on  the e n v i r o n m e n t  

of  the state;

(D) m a x i m i z e  s t a t e  r e v e n u e  f r o m  p r o f i t a b l e  o il  a n d  gas 

p r o d u c t i o n ,  w h i l e  m i n i m i z i n g  r e v e n u e  f r o m  u n s u c c e s s f u l  e x p l o r a­

ti o n  a n d  f r o m  m a r g i n a l  e c o n o m i c  oil a n d  gas p r o d u c t i o n .

(b) T h e  c o m m i s s i o n e r  s h all  pre p a r e ,  r e v ie w,  r e vi se , a n d  m a i n t a i n  

a n  o i l  a n d  gas l e a s i n g  p r o g r a m  as f o l l o w s :

(1) T h e  l e a s i n g  p r o g r a m  s hall be  s u b m i t t e d  to th e l e g i s l a­

tur e  for its i n f o r m a t i o n  w i t h i n  10 days a f t e r  the c o n v e n i n g  of  e a c h  

r e g u l a r  s e s s i o n  of the l e g i s l a t u r e .  T he  l e a s i n g  p r o g r a m  m u s t  i n d i c a t e  

as p r e c i s e l y  as p r a c t i c a b l e  t he  size, timing, a n d  l o c a t i o n  of l e a s i n g  

a c t i v i t y  w h i c h  the c o m m i s s i o n e r  d e t e r m i n e s  w i l l  b e s t  m e e t  s t a t e  n e e d s  

for  the f o l l o w i n g  f i v e - y e a r  period. T h e  c o m m i s s i o n e r  s h a l l  e s t a b l i s h  

the  t i m i n g  a n d  l o c a t i o n  of leasing, to the m a x i m u m  e x t e n t  p r a c t i c a b l e ,  

so as to o b t a i n  a b a l a n c e  b e t w e e n  the p o t e n t i a l  for e n v i r o n m e n t a l  

damag e, the  p o t e n t i a l  for the d i s c o v e r y  of oil a n d  gas a n d  the p o t e n­

tia l  for a d v e r s e  i m p a c t  o n  the l o c a l  c o m m u n i t i e s  in the state.

(2) A f t e r  the l e a s i n g  p r o g r a m  has b e e n  p r e p a r e d  b y  the 

c o m m i s s i o n e r ,  a l e a s e  s ha ll be  i s s u e d  if it is for an a r e a  i n c l u d e d  in 

the  l e a s i n g  p ro gra m;  howev er , l e a s i n g  m a y  c o n t i n u e  u n t i l  J a n u a r y  1, 

1980 or u n t i l  a p r o g r a m  is p r e p a r e d ,  w h i c h e v e r  is sooner, a n d  l e a s i n g  

u n d e r  (t) of this s e c t i o n  m a y  be e x c e p t e d  f r o m  the l e a s i n g  p r o g r a m  if 

the c o m m i s s i o n e r  f inds it to b e  in the b e s t  i n t e r e s t s  of  the  state.

(3) T h e  c o m m i s s i o n e r  s h a l l  r e v i e w  the l e a s i n g  p r o g r a m  at 

l e a s t  o n c e  e a c h  year, at w h i c h  t im e  h e  m a y  r e v i s e  a n d  r e a p p r o v e  the 

program .

(4) T h e  c o m m i s s i o n e r  shall, b y  r e g u l a t i o n ,  e s t a b l i s h  p r o c e­

dur e s  for

(A) r e c e i p t  a n d  c o n s i d e r a t i o n  of  n o m i n a t i o n s  for any 
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a r e a  to b e  o f f e r e d  fo r l e a s e  or to b e  e x c l u d e d  f r o m  l eas in g;

(B) p u b l i c  n o t i c e  of a n d  p a r t i c i p a t i o n  i n  d e v e l o p m e n t  

o f  th e l e a s i n g  pr og r a m ;

(C) r e v i e w  b y  f e d e r a l  a n d  l o c a l  g o v e r n m e n t  a g e n c i e s  

w h i c h  m a y  b e  a f f e c t e d  b y  t h e  p r o p o s e d  le asing;

(D) c o n s u l t a t i o n  w i t h  lo ca l g o v e r n m e n t s , o i l  a n d  gas 

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

land;

(E) c o o r d i n a t i o n  of t h e  p r o g r a m  w i t h  t h e  m a n a g e m e n t  

p r o g r a m  d e v e l o p e d  u n d e r  the C o a s t a l  Z o n e  M a n a g e m e n t  A c t  of  1972; 

a n d

(F) t h e  u s e  of the  c a p a b i l i t i e s  a n d  r e s o u r c e s  of all 

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

p r o v i s i o n  b y  a g e n c i e s  to the c o m m i s s i o n e r  of  a n y  n o n p r o p r i e t a r y  

i n f o r m a t i o n  h e  r e q u e s t s .

(5) A t  t h e  t i m e  th e c o m m i s s i o n e r  s u b m i t s  the l e a s i n g  p r o g r a m  

to t h e  l e g i s l a t u r e ,  as r e q u i r e d  b y  (1 ) of this s u b s e c t i o n ,  h e  s ha ll  

a l s o  s u b m i t  to the l e g i s l a t u r e  for its i n f o r m a t i o n ,  a r e p o r t  c o n c e r n­

ing  t h e  u s e  o f  the v a r i o u s  l e a s i n g  m e t h o d s  p r o v i d e d  for  in (c) o f  this

se ct io n.  T h e  r e p o r t  m u s t  includ e:

(A) t h e  s c h e d u l e  o f  a l l  l e a s e  sales h e l d  d u r i n g  the

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

lized;

(B) t h e  s c h e d u l e  of  all l e a s e  s ales to b e  h e l d  the 

f o l l o w i n g  y e a r  a n d  th e b i d d i n g  m e t h o d  or m e t h o d s  to b e  used;

(C) t h e  b e n e f i t s  a n d  c os ts  a s s o c i a t e d  w i t h  c o n d u c t i n g  

l e a s e  s a l e s  u s i n g  the  v a r i o u s  b i d d i n g  m e t h o d s ;

(D) t h e  r e a s o n s  w h y  a p a r t i c u l a r  b i d d i n g  m e t h o d  w a s  

s e l e c t e d ;  a n d

-3- H B  854



)

2

3
4
5

6

7

8
9

10

!!

12

13

14
15

16
17

18
19

20

21
22
23
24

25
26
27
28
29

(E) if a p p l ica bl e,  the r e a s o n  w h y  m o r e  t h a n  50 p e r  

cen t of the a r e a  l e a s e d  in the u p c o m i n g  y e a r  w a s  or is to be 

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

(c) T h e  c o m m i s s i o n e r  m a y  i ss ue  oi l a n d  gas le as es  o n  s t a t e  l a n 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  d e t e r m i n e d  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  r e g u l a t i o n s  a d o p t e d  b y  the c o m m i s s i o n e r . B i d d i n g  m a y  b e

b y  s e a l e d  b i d  or a c c o r d i n g  to any  o t h e r  b i d d i n g  p r o c e d u r e  the c o m m i s­

sio n e r  d e t e r m i n e s  is in the b e s t  i n t e r e s t s  o f  the s t a t e . W h e n e v e r , 

u n d e r  any  of the l e a s i n g  m e t h o d s  l i s t e d  in this s u b s e c t i o n ,  a r o y a l t y  

s ha re  is r e s e r v e d  to the s t a t e , it is free of all l e a s e  o r  u n i t  

expenses, i n c l u d i n g  but  n o t  l i m i t e d  to s e p a r a t i o n ,  c l e a n i n g , d e h y d r a­

tion, ga th e r i n g ,  salt  w a t e r  dis posal, a n d  p r e p a r a t i o n  fo r t r a n s p o r t a­

ti o n  of f the  l e a s e  or u n i t  area. F o l l o w i n g  a p r e - s a l e  a n a l y s i s , th e

c o m m i s s i o n e r  m a y  c h o o s e  at l east one  of the f o l l o w i n g  l e a s i n g  m e t h o d s :

(1 ) b o n u s  b i d d i n g

(A) a ca s h  b o n u s  b i d  w i t h  a f i x e d  r o y a l t y  s h a r e  

r e s e r v e d  to the s ta te  of n o t  less t ha n  12 1 / 2 p e r  c e n t  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 so l d  f r o m  the l e a s e  o r  u n i t

a r e a  e n c o m p a s s i n g  the lease;

(B) a c a s h  b o n u s  b i d  w i t h  a f i x e d  r o y a l t y  s h a r e  r e ­

se r v e d  to the s ta te  b a s e d  on  a s l i d i n g  s ca le a c c o r d i n g  to v o l u m e

of p r o d u c t i o n  b u t  in n o  e v e n t  less t h a n  12 1 / 2  p e r  c e n t  in a m o u n t

or v a l u e  of  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  t h e  l e a s e  or u n i t
%

a r e a  e n c o m p a s s i n g  the lease;

(2) r o y a l t y  b i d d i n g

(A) a f i x e d  c a s h  b o n u s  w i t h  a r o y a l t y  s h a r e  r e s e r v e d  

to the  s tat e as the b i d  v a r i a b l e  b u t  n o t  less t h a n  12 1 / 2 p e r  

cen t  in a m o u n t  or v a l u e  of 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 l e a s e  or u n i t  ar e a  e n c o m p a s s i n g  the l e a s e ;

HB  854 . -4-
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(B) a f i x e d  c a s h  b o n u s  w i t h  a r o y a l t y  s h a r e  r e s e r v e d  

to th e s t a t e  b a s e d  o n  a s l i d i n g  s c a l e  a c c o r d i n g  to th e v o l u m e  of 

p r o d u c t i o n  as the  b i d  v a r i a b l e  b u t  n o t  less t h a n  1 2 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 

l e a s e  o r  u n i t  a r e a  e n c o m p a s s i n g  the lease;

(3) n e t  p r o f i t  b i d d i n g

(A) a c a s h  b o n u s  b i d  w i t h  a f i x e d  r o y a l t y  s h a r e  

r e s e r v e d  to th e s t a t e  of  n o t  less t h a n  12 1 / 2 p e r  c e n t  in a m o u n t  

o r  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  o r  s o l d  f r o m  t h e  l e a s e  o r  u n i t  

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

d e r i v e d  f r o m  the  l e a s e  o f  n o t  less t h a n  30 p e r  c e n t  r e s e r v e d  to 

t h e  state;

(B) a f i x e d  c a s h  b o n u s  w i t h  the s h a 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  th e l e a s e  r e s e r v e d  to the s t a t e  as th e b i d  

v a r i a b l e ;

(C) a f i x e d  c a s h  b o n u s  w i t h  a f i x e d  r o y a l t y  s h a r e  

r e s e r v e d  to th e s t a t e  of n o t  l ess t h a n  12 1 / 2 p e r  c e n t  in a m o u n t  

o r  v a l u e  o f  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  l e a s e  or  u n i t  

a r e a  e n c o m p a s s i n g  the l e a s e  w i t h  the  s h a r e  of the  n e t  p r o f i t  

d e r i v e d  f r o m  the l e a s e  r e s e r v e d  to the s t a t e  as the  b i d  v a r i a b l e ;

(D) the  s h a r e  o f  th e n e t  p r o f i t  d e r i v e d  f r o m  a le as e 

r e s e r v e d  to t h e  s t a t e  u n d e r  t his s u b s e c t i o n  is r o y a l t y  s a l e  

p r o c e e d s  fo r t h e  p u r p o s e  o f  th e A l a s k a  P e r m a n e n t  F u n d  u n d e r  AS 

3 7 . 1 0 . 0 6 5 ;

(4) a w o r k  c o m m i t m e n t  b i d  w i t h  a f i x e d  c a s h  b o n u s , o r  a 

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

s h a r e  r e s e r v e d  to t h e  state, or a n y  c o m b i n a t i o n  of t h e s e  m e t h o d s ,  at 

t he  d i s c r e t i o n  o f  t h e  c o m m i s s i o n e r ,  w i t h  a w o r k  c o m m i t m e n t  s t a t e d  in a 

d o l l a r  a m o u n t  as th e b i d  v a r i a b l e ;  h o w e v e r ,  in n o  e v e n t  m a y  a r o y a l t y

- 5 _ H B  85 4
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s h a r e  r e s e r v e d  to the s t a t e  b e  less t ha n  12 1 / 2  p e r  c en t  in 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 so l d  f r o m  the l e a s e  or u n i t  a r e a  

e n c o m p a s s i n g  the l e a s e .

(d) To p r o l o n g  the e c o n o m i c a l  l ife of an  o il a n d  gas field, th e 

c o m m i s s i o n e r  s hal l a d o p t  r e g u l a t i o n s  for all b i d d i n g  m e t h o d s  to a l l o w  

r e d u c t i o n  of r o y a l t y  to c o m p e n s a t e  for i n c r e a s i n g  co st s in t h e  l a t e r

st a g e s  of p r o d u c t i o n  d ecline. T h e  c o m m i s s i o n e r  m a y  g r a n t  s u c h  a

r e d u c t i o n  of r o y a l t y  so lon g as the r e d u c e d  r o y a l t y  b e g i n s  n o  s o o n e r  

t h a n  two y e a r s  a f t e r  i n i t i a l  p r o d u c t i o n  f r o m  the l e a s e .

(e) T h e  c o m m i s s i o n e r  may, in his d i s c r e t i o n , d e f e r  a n y  p a r t  of

t h e  p a y m e n t  of a c a s h  b o n u s , u n d e r  (c) of  this s e c t i o n , a c c o r d i n g  to

a s c h e d u l e  a n n o u n c e d  at t he  ti m e  of the a n n o u n c e m e n t  o f  th e l e a s e  

sale, b ut  s u c h  p a y m e n t  s h a l l  be m a d e  in t o t a l  n o  l a t e r  t h a n  f i v e  y e a r s  

f r o m  the d a t e  of the l e a s e  s a l e .

(f) T h e  c o m m i s s i o n e r  m a y  w i t h h o l d  a c r e a g e  f r o m  l e a s i n g  in a 

p a r t i c u l a r  l ea se  s a l e .

(g) T h e  c o m m i s s i o n e r  s ha ll  a d o p t  r e g u l a t i o n s  g o v e r n i n g  the c a l­

cu l a t i o n  of  n e t  p r o f i t s  for lease sales u n d e r  ( c ) (3) of t his s e c t i o n .

In the e ve nt  of a ny  d i s p u t e  b e t w e e n  the s t a t e  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 n e t  p r o f i t s  u n d e r  the r e g u l a t i o n  a d o p t e d  u n d e r  

this s u b s e cti on , the b u r d e n  o f  p r o o f  is o n  the l e s s e e .

(h) T h e  c o m m i s s i o n e r  s ha ll a d o p t  r e g u l a t i o n s  g o v e r n i n g  the 

e x p l o r a t i o n  w o r k  c o m m i t m e n t  l e a s i n g  m e t h o d  u n d e r  (c ) ( A ) of this  s e c t i o n . 

T h e  c o m m i s s i o n e r  s h all  r e q u i r e  e i t h e r  (i) a c a s h  d e p o s i t  fo r 20 p e r  

cen t  of the w o r k  c o m m i t m e n t  or, (ii) a p e r f o r m a n c e  b o n d , in f o r m  a n d  

s u b s t a n c e  a n d  w i t h  a s u r e t y  s a t i s f a c t o r y  to th e c o m m i s s i o n e r , in the 

p r i n c i p a l  a m o u n t  of 20 p e r  cent  o f  the e x p l o r a t i o n  w o r k  c o m m i t m e n t  

a s s u r i n g  the c o m m i s s i o n e r  that  the c o m m i t m e n t  w i l l  b e  f a i t h f u l l y  d i s­

c h a r g e d  in a c c o r d a n c e  w i t h  this section, the r e g u l a t i o n s , a n d  the l e a s e .
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A  l e s s e e  w h o  f a i l s  to d i s c h a r g e  a w o r k  c o m m i t m e n t  in its e n t i r e t y  is 

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

At his d i s c r e t i o n ,  the  c o m m i s s i o n e r  m a y  t e r m i n a t e  th e w o r k  c o m m i t m e n t  

if he  f ind s t h a t  t he  w o r k  w o u l d  b e  u n n e c e s s a r y  or c u m u l a t i v e .

(i) A t  hi s d i s c r e t i o n ,  th e c o m m i s s i o n e r  m a y  e n t e r  in t o  an a g r e e­

m e n t  w h e r e b y ,  w i t h  the c o n s e n t  of  the lessee, the s t a t e ' s  r o y a l t y  

s h a r e  of o i l  a n d  gas p r o d u c t i o n  m a y  b e  s t o r e d  or r e t a i n e d  in s t o r a g e  

b y  the lessee, or the  c o m m i s s i o n e r  m a y  e n t e r  into an a g r e e m e n t  w i t h  

o n e  or m o r e  of t he  a f f e c t e d  f i e l d  l e a s e  h o l d e r s  to t r a d e  c u r r e n t  

r o y a l t y  p r o d u c t i o n  f r o m  a f i e l d  for a l ik e  a m ou nt , kind, a n d  q u a l i t y  

of f u t u r e  p r o d u c t i o n ,  o n  the c o n d i t i o n  that the s t a t e  r e c e i v e s  b a c k  

its s t o r e d  or t r a d e d  r o y a l t y  s h a r e  d u r i n g  the f i r s t  h a l f  of t he e s t i­

m a t e d  f i e l d  l i f e  or n o  l a t e r  t h a n  15 y e a r s  a f t e r  s t a r t  of p r o d u c t i o n ,  

w h i c h e v e r  is sooner.

(j ) A n  o i l  a n d  gas l e a s e  m u s t  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  

n o t  e x c e e d i n g  5 , 7 6 0  acres, a n d  m u s t  b e  for a p e r i o d  of  f iv e  ye a r s .

T h e  c o m m i s s i o n e r  m a y  g r a n t  a l e a s e  for  a t e r m  g r e a t e r  t h a n  fi v e  y e a r s  

b u t  n o t  to e x c e e d  10 year s,  w h e r e  h e  f i nd s that  the l o n g e r  p e r i o d  is 

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

e n v i r o n m e n t a l  c o n d i t i o n s  s e v e r e l y  r e s t r i c t  o p e r a t i o n s .  A n  oil a n d  gas 

l e a s e  s h a l l  b e  a u t o m a t i c a l l y  r e n e w e d  if a n d  for so long t h e r e a f t e r  as 

o i l  or gas is p r o d u c e d  i n  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  or, if the 

l e a s e  is c o m m i t t e d  to 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 .  A  l ea se  

i s s u e d  u n d e r  this  s e c t i o n  c o v e r i n g  l a n d  on w h i c h  t h e r e  is a w e l l  

c a p a b l e  of p r o d u c i n g  oil  or gas  in p a y i n g  q u a n t i t i e s  does n o t  e x p i r e  

b e c a u s e  the l e s s e e  fai ls  to p r o d u c e  oil or gas u n l e s s  the l e s s e e  is 

a l l o w e d  r e a s o n a b l e  ti m e  to p l a c e  the w e l l  on a p r o d u c i n g  status. U p o n  

r e n e w a l ,  t he  c o m m i s s i o n e r  m a y  i n c r e a s e  l eas e r e n t a l s  so lo n g  as the 

i n c r e a s e d  r e n t a l  r a t e  does n o t  e x c e e d  150 p e r  c e n t  of  the r a t e  f or  th e
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p r e c e d i n g  year. T h e  c o m m i s s i o n e r  m a y  p r o v i d e  b y  r e g u l a t i o n  a n d  in the 

lease that the l e s s e e  m a y  e ar n  p r o d u c t i o n  r i g h t s  o n l y  to the d e p t h  

d r i l l e d  at the b e g i n n i n g  of p r o d u c t i o n  f r o m  the lease. If d r i l l i n g  

ha s c o m m e n c e d  o n  the e x p i r a t i o n  dat e of the p r i m a r y  t e r m  of th e lease, 

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 ,  i n c l u d i n g  s u c h  o p e r a t i o n s  

as r e d r i l l i n g , si de t r a c k i n g ,  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  j

o r i g i n a l l y  p r o p o s e d  b o t t o m  h o l e  l ocation, the l ea se  c o n t i n u e s  in j

e f f e c t  u n t i l  90 days a f t e r  d r i l l i n g  has c e a s e d  a n d  for so l o n g  t h e r e­

af 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 .

(k) T h e  c o m m i s s i o n e r  m a y  e s t a b l i s h  by  r e g u l a t i o n  that a f t e r  a 

w e l l  has b e e n  p l u g g e d  and  ab an d o n e d ,  the r e n t a l  r a t e  w h i c h  w a s  in 1

e f f e c t  d u r i n g  the y e a r  of a b a n d o n m e n t  is m a i n t a i n e d  for the  r e m a i n d e r  

of the term. R e n t a l  is p a y a b l e  in a d v a n c e  a n d  c o n t i n u e s  u n t i l  i n c o m e  

to the s t a t e  f r o m  r o y a l t y , n e t  p r o f i t , or e x p l o r a t i o n  w o r k  c o m m i t m e n t  

e x c e e d s  r e n t a l  in c o m e  to the s tat e for that y e a r ; a f t e r  t h e  r e n t a l  

i n c o m e  s c h e d u l e  has b e e n  e x c e e d e d  for t h r e e  c o n s e c u t i v e  yea rs , th e 

r e n t a l  t e r m i n a t e s . O i l  a n d  gas lea se s s h all  p r o v i d e  for 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  b a s i s :

(1) for the first year, $ 1 . 0 0  p e r  acre;

(2) fo r the s e c o n d  year, $ 1 .50  p e r  acre;

(3) for the t h i r d  year, $2. 00  p e r  acre;

(4) for the f o u r t h  y e a r , $ 2. 50 p e r  a c r e ;

(5) for the f i f t h  y e a r , $ 3 . 0 0  p e r  a c r e  .

(1) U p o n  ti me l y  a p p l i c a t i o n  as p r o v i d e d  b y  r e g u l a t i o n , the s t a t e  

m a y  i s s u e  to the h o l d e r  of a f e d e r a l  or p r i v a t e  l e a s e , a s t a t e  s h o r e - 

lands l e a s e  c o v e r i n g  land  w i t h i n  the e x t e r i o r  b o u n d a r i e s  o f  the f e d e r a l  

or p r i v a t e  l e a s e  w h i c h  has b e e n  e x c l u d e d  on  the b a s i s  of  n a v i g a b i l i t y  

or w h i c h  is l a t e r  a d m i n i s t r a t i v e l y  or j u d i c i a l l y  d e t e r m i n e d  to be 

s h or el an d.  T h e  t e r m  of su c h  a s t ate  s h o r e l a n d  l e a s e  s h a l l  b e  the sa m e  
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as the t e r m  of t he  f e d e r a l  or p r i v a t e  lease, b u t  m a y  n o t  e x c e e d  five  

years.

(m) T o  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  of al l or a p a r t  of  an  oil 

o r  gas pool, field, or li k e  area, w h e t h e r  or n o t  the p a r t  is t h e n  

s u b j e c 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  other 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 th e pool, 

field, or  l ik e  area, 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  b y  

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

T h e  c o m m i s s i o n e r  may, w i t h  the c o n s e n t  of the h o l d e r s  of  le a s e s  

in v o lv ed , e s t a b l i s h ,  c h a nge , or r e v o k e  d r i l l i n g ,  p r o d u c i n g ,  r e n t a l  

m i n i m u m  r o y a l t y ,  a n d  r o y a l t y  r e q u i r e m e n t s  of the  l ea s e s  a n d  a d o p t  

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  the 

p a r t  of the  l es se es,  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  

o f  a c o o p e r a t i v e  or u n i t  p l a n  as h e  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  t h e  p r o p e r  p r o t e c t i o n  o f  the  p u b l i c  in t e r e s t .  T h e  c o m m i s s i o n e r  

m a y  r e q u i r e  o i l  a n d  g as  le a s e s  i s s u e d  u n d e r  t his s e c t i o n  to 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  th e l e s 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

ti v e  or u n i t  p lan, a n d  h e  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  

m u s t  op er at e. T h e  p l a n  m u s t  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 nterest, 

i n c l u d i n g  t he  state.

(n) A  p l a n  a u t h o r i z e d  b y  (m) of this sec ti on , w h i c h  i n c l u d e s  

l a n d  o w n e d  b y  th e 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  the c o m m i s­

sioner, or a p e 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 

m o d i f y  f r o m  t i m e  to t i m e  t h e  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  

t h e  q u a n t i t y  a n d  r a t e  o f  p r o d u c t i o n  u n d e r  the plan. A l l  lea se 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  t he 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 o f  this
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chapter. T h e  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 n i t  p la ns a r e  in a d d i t i o n  to, a n d  do n o t  a f f e c t  AS 31.05.

(o) P r o d u c i n g  a c r e a g e  on a k n o w n  g e o l o g i c  s t r u c t u r e  of a p r o d u c­

ing oil  or gas f i eld  is e x c l u d e d  f r o m  c h a r 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 c h a p t e r .

(p) W h e n  s e p a r a t e  tra cts  c a n n o t  b e  i n d i v i d u a l l y  d e v e l o p e d  a n d  

o p e r a t e d  in c o n f o r m i t y  w i t h  a n  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  

pr og ra m,  a lease, or a p o r t i o n  of a l e a s e , 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  ox n o t  o w n e d  by  the s t a t e , 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  of 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  tracts of  l a n d  c o m p r i s i n g  t h e  d r i l l i n g  or 

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 b e  in t he 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  ar e 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 as e c o m m i t t e d  to the a g r e e m e n t .

(q) T h e  c o m m i s s i o n e r  m a y , on c o n d i t i o n s  w h i c h  h e  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  on e or m o r e  l e s s e e s  

of  o il or gas leases, w i t h  one  or m o r e  p e r s o n s , w h e n , in his 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  r e s o u r c e 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 s i t y  r e q u i r e s  it or th e i n t e r e s t s  of the s t a t e  a re  b e s t  served.

A l l  lea se 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 , 

a n d  i n t e r e s t s  u n d e r  them, a re  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  or 

c o n t r o l  u n d e r  s e c . 140 of this c h a p t e r . 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 y  include, at the d i s c r e t i o n  of the c o m m i s s i o n e r , p r o ­

vi s i o n s  a u t h o r i z i n g  the s t a t e  to s h a r e  in the costs of  e x p l o r a t i o n .

(r) 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 oil  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  state land, in land l e a s e d  o r  s u b j e c t  to 

l e a s e  u n d e r  this section. Thi s  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 m e n t  of a s t o r a g e  fee or r e n t a l  o n  the s t o r e d  oil or g a s , or,
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i n s t e a d  of t h e  fee  or r e n ta l, for a r o y a l t y  o t h e r  t h a n  t h a t  p r e s c r i b e d  

in the  l e a s e  w h e n  th e s t o r e d  oil or gas is p r o d u c e d  in 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  in p a y i n g  q u a n t i t i e s .

(s) E a c h  o i l  o r  gas l e a s e  i s s u e d  b y  the s t a t e  m u s t  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  the D e p a r t m e n t  of  L a b o r  a 

q u a r t e r l y  r e p o r t  r e g a r d i n g  th e e m p l o y m e n t  of s t a t e  r e s i d e n t s  on  the 

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

n e c e s s a r y  to i m p l e m e n t  this s u b s e c t i o n .  N o  l e a s e  i s s u e d  u n d e r  this 

c h a p t e r  is v a l i d  u n l e s s  it c o n t a i n s  p r o v i s i o n s  r e q u i r i n g  th e e m p l o y­

m e n t  of q u a l i f i e d  A l a s k a  r e s i d e n t s  in a c c o r d a n c e  w i t h  AS 3 8 . 4 0 . 0 3 0 ,  

a n d  c o m p l i e s  in al l r e s p e c t s  w i t h  the r e q u i r e m e n t s  of ch. 40 of this 

t i t l e .

(t) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n  of this s e c t i o n , land  

w h i c h  h as  b e e n  o f f e r e d  fo r l e a s e  w i t h i n  th e p r e v i o u s  fiv e y e a r s  but  

w h i c h  r e c e i v e d  n o  b i d s  at c o m p e t i t i v e  s al e  m a y  b e , at the d i s c r e t i o n  j 

o f  t he  c o m m i s s i o n e r ,  i m m e d i a t e l y  o f f e r e d  for l e a s e , u n d e r  r e g u l a t i o n s  

a d o p t e d  b y  him, u p o n  ter ms  a p p e a r i n g  m o s t  a d v a n t a g e o u s  to the  state, 

i n c l u d i n g  l e a s i n g  n o n c o m p e t i t i v e l y . T h e  c o m m i s s i o n e r  s h a l l  u s e  a 

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

in th e p u b l i c  i n t e r e s t  b u t  n o t  less th a n  12 1/2 p e r  ce n t  at the b e g i n -  I

n i n g  of p r o d u c t i o n  f r o m  th e l e a s e  in a m o u n t  o r  v a l u e  o f  t h e  p r o d u c t i o n  I

r e m o v e d  or s o l d  f r o m  th e l e a s e  or u n i t  a r e a  e n c o m p a s s i n g  the l e a s e . A  j

l e a s e  m u s t  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  b ut  n e e d  n o t  {

a d h e r e  to the r e n t a l  s c h e d u l e  in (k) o f  this s e c t i o n  n o r  to the 5 ,760- 

a c r e s - p e r - l e a s e  l i m i t a t i o n  in (j) o f  this s ec ti on.  T he l e a s e  t e r m  m a y  

n o t  e x c e e d  f i v e  y e a r s  e x c e p t  as p r o v i d e d  in (j) a n d  ( k ) .

(u) T he  c o m m i s s i o n e r  may,  by  r e g u l a t i o n , r e s t r i c t  j oi n t  b i d d i n g  

b y  m a j o r  or m u l t i - n a t i o n a l  o i l  a n d  gas c o m p a n i e s  to e n c o u r a g e  c o m p e t i­

tion.
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(v) The s t a t e  h as  the r i g h t  to p u r c h a s e  not  m o r e  t h a n  16 2/3 p e r  

cent  of the v o l u m e  of oil a n d  up to 100 p e r  c ent of the v o l u m e  of  gas 

p r o d u c e d  f r o m  a le as e i s s u e d  in a c c o r d a n c e  w i t h  this s e c t i o n , at t he  

r e g u l a t e d  p r i c e , o r , if n o  r e g u l a t e d  p r i c e  a p p l i e s , at the fair 

m a r k e t  v a l u e  at the p o i n t  of s a l e , e x c e p t  that an y oil or gas o b t a i n e d  

b y  the s ta te  as r o y a l t y  or n e t  p r o f i t s  s hal l be c r e d i t e d  a g a i n s t  the 

a m o u n t  that m a y  be p u r c h a s e d  u n d e r  this s u b s e c t i o n , Oi l a n d  gas 

p u r c h a s e d  u n d e r  this s e c t i o n  m a y  be u s e d  by  the s t a t e  in the same 

m a n n e r  as it u s e s  its r o y a l t y  oil a n d  g a s .

(w) A  l e s s e e  or p e r m i t t e e  c o n d u c t i n g  a n y  e x p l o r a t i o n  f o r , or 

d e v e l o p m e n t  or p r o d u c t i o n  o f , oil or gas on  s tat e lan d  s h a l l  p r o v i d e  

th e c o m m i s s i o n e r  a c c e s s  to all d a t a  o b t a i n e d  f r o m  that a c t i v i t y  a n d  

sh al l p r o v i d e  c o p i e s  of s p e c i f i c  d a t a , as the c o m m i s s i o n e r  m a y  re que st .

* Sec. 2. A S  3 8 . 0 5 . 1 3 5 (b) is r e p e a l e d  a n d  r e - e n a c t e d  to r e a d :

(b) W h e n  m i n e r a l s  are  to b e  leased, in a d d i t i o n  to a n y  o t h e r  

n o t i c e  given, n o t i c e  m u s t  a ls o  be g i v e n  as p r o v i d e d  in secs. 305 and  

345 o f  this c h a p t e r .

* Sec. 3. A S  3 8 . 0 5 . 1 4 0 (c) is a m e n d e d  to r e a d :

(c) N o  p e r s o n  m a y  ta k e  or h o l d  at on e tim e p h o s p h a t e  lea ses  on 

s ta te  lands e x c e e d i n g  in the a g g r e g a t e  1 0 , 2 4 0  acres. N o  p e r s o n  m a y  

take or h o l d  s o d i u m  leas es  or p e r m i t s  d u r i n g  the lif e of s o d i u m  le as es 

on s ta te  l a n d s , e x c e e d i n g  in the a g g r e g a t e  a c r e a g e  5 , 1 2 0  acres, e x c e p t  

that the c o m m i s s i o n e r  may, w h e r e  it is n e c e s s a r y  in o r d e r  to s e c u r e  

the e c o n o m i c  m i n i n g  of s o d i u m  c o m p o u n d s , p e r m i t  a p e r s o n  to t ake or 

h o l d  s o d i u m  le as es  or p e r m i t s  for up to 1 5, 3 6 0  acres. N o  p e r s o n  m a y  

tak e  or h o l d  at any o ne  t im e  oil or gas lea ses  e x c e e d i n g  in the a g g r e­

ga t e  5 0 0 , 0 0 0  a cr es  g r a n t e d  on  tide  a n d  s u b m e r g e d  lands, a n d  2 0 0 , 0 00 

[500,000] a c r e s  on all l and [LANDS] o t h e r  t h a n  t ide a n d  s u b m e r g e d  l a n d  

[ L A N D S ] , i n c l u d i n g  le as es  h e l d  b o t h  as l e s s e e  a n d  u n d e r  o p t i o n  or
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o p e r a t i n g  a g r e e m e n t  f r o m  o t h e r s . A  p e r s o n  h a s  f ive y e a r s  f r o m  th e 

e f f e c t i v e  d a t e  of this A c t  to c o n f o r m  to the 2 0 0 , 0 0 0 - a c r e  u p l a n d  

l i m i t a t i o n . W h e r e  m o r e  t h a n  a s i n g l e  p e r s o n  h o l d s  an i n t e r e s t  in an 

oil  o r  gas lease, e a c h  p e r s o n  s h a l l  b e  c h a r g e d  o nly w i t h  t hat p e r c e n t a g e  

of  the to ta l a c r e a g e  w h i c h  c o r r e s p o n d s  to its p e r c e n t a g e  s h a r e  o f  the 

t o t a l  b e n e f i c i a l  i n t e r e s t  in th e lease.

Sec. 4. A S  3 8 . 0 5 . 1 4 5 ( b )  is r e p e a l e d .
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