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O r i g i n a l  sp o nsor: R u l e s  C o m m i t t e e  b y
r e q u e s t  of the G o v e r n o r

Of f e r e d :  6 / 1 3 / 7 8

IN T H E  H O U S E  B Y  T H E  R U L E S  C O M M I T T E E

S E N A T E  CS FOR  CS FOR H O U S E  B I L L  NO. 854 (Rules)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  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

For an  Ac t e nt i t l e d :  "An A c t  r e l a t i n g  to t he  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  la n d  for oil a n d  gas d e v e l o p m e n t . "

BE IT 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  O F  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 . 1 8 0 .  O I L  A N D  G AS  L E A S I N G .  (a) T h e  l e g i s l a t u r e  finds

th a t

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

of th e s t a t e ' s  oil 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  a n d  p h y s i c a l  r e c o v e r y  of the

r e s o u r c e s ;

(B) 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  r e s o u r c e s ;

(C) m a x i m i z e  u s e  of A l a s k a ' s  h u m a n  r e s o u r c e s  in the 

d e v e l o p m e n t  of t he r e s o u r c e s ;

(2) it is in  t he  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  an 

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

b i l i t y  in th e m e t h o d s  of i s s u i n g  le as e 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 

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

t h e s e  r e g i o n s ;

(B) m i n i m i z e  the a d v e r s e  i m p a c t  of e x p l o r a t i o n ,  d e v e l o p­

m e n t  , 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 .

(b) T h e  c o m m i s s i o n e r  s h a l l  a n n u a l l y  p r e p a r e  a n d  s u b m i t  to the 

l e g i s l a t u r e , b e t w e e n  the f i r s t  and the 1 5 t h  da y of e a c h  r e g u l a r  l e g i s­
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l a t i v e  s es sion, a p r o p o s e d  oil a nd  gas l e a s i n g  p r o g r a m  s p e c i f y i n g  as 

p r e c i s e l y  as p r a c t i c a b l e  the l o c a t i o n  of t ra c t s  p r o p o s e d  to b e  o f f e r e d  

for oil a n d  gas l e a s i n g  d u r i n g  the t h i r d  a n d  f o u r t h  c a l e n d a r  y e a r s  

f o l l o w i n g  the c a l e n d a r  ye a r  in w h i c h  the p r o p o s e d  p r o g r a m  is s u b m i t t e d  

to the l e g i s l a t u r e .

(c) E x c e p t  as p r o v i d e d  in (d) of this se cti on , n o  oil an d gas 

l e a s e  i s s u e d  b y  the c o m m i s s i o n e r  sh al l b e  v a l i d  u n l e s s  it wa s i n c l u d e d  

in a p r o p o s e d  l e a s i n g  p r o g r a m  s u b m i t t e d  to the l e g i s l a t u r e  d u r i n g  the 

t h i r d  a n d  f o u r t h  c a l e n d a r  y e a r s  p r e c e d i n g  the y e a r  in w h i c h  the l e a s e  is 

i s s u e d , e x c e p t  tha t a n  ar e a  p r o p o s e d  for l e a s i n g  i n  the f o u r t h  c a l e n d a r  

y e a r  a f t e r  the year  in w h i c h  the p r o g r a m  is s u b m i t t e d  to the l e g i s l a t u r e  

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

r e g u l a r  l e g i s l a t i v e  session.

(d) T h e  c o m m i s s i o n e r  m a y  i s s u e  oil a n d  gas leases in an a r e a  that 

h a s  not  b e e n  i n c l u d e d  in a l e a s i n g  p r o g r a m  su bm i t t e d ,  i n  a c c o r d a n c e  w i t h

( b ) of this s e c t i o n , to the l e g i s l a t u r e  if

(1) the land to be  l e a s e d  w a s  p r e v i o u s l y  s u b j e c t  to a v a l i d  

s t a t e  or f e d e r a l  oil a n d  gas l e a s e ; or

(2) the l and to b e  l e a s e d  is c o n t i g u o u s  to l an d  a l r e a d y  u n d e r  

state, f e d e r a l  or p r i v a t e  l ea se a n d  the c o m m i s s i o n e r  m a k e s  a w r i t t e n  

f i n d i n g , a f t e r  h e a r i n g , that l e a s i n g  of the la n d  w o u l d  r e s u l t  in a 

s u b s t a n t i a l  p r o b a b i l i t y  of e a r l y  e v a l u a t i o n  and  d e v e l o p m e n t  of the l a n d  

to be  l e a s e d ; or

(3) the land to be  l e a s e d  is a d j a c e n t  to l an d  o w n e d  or c o n­

tr o l l e d  by  a n o t h e r  p a r t y  o n  w h i c h  a d i s c o v e r y  of c o m m e r c i a l  q u a n t i t i e s  

of oil or gas h as  b e e n  m a d e , a n d  w h e r e  the c o m m i s s i o n e r  f i n d s , a f t e r  

h e a r i n g ,  tha t t h e r e  is a r e a s o n a b l e  p r o b a b i l i t y  t ha t  t he  land  to be 

l e a s e d  c o n t a i n s  oil or gas in c o m m u n i c a t i o n  w i t h  the oil or gas d i s­

c o v e r e d  on t he  land  of the o t h e r  p a r t y .
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(e) S i m u l t a n e o u s l y  w i t h  s u b m i s s i o n  of the l e a s i n g  p r o g r a m  r e q u i r e d  

u n d e r  (b) of this  se ct ion , t h e  c o m m i s s i o n e r  s h a l l  s u b m i t  to the l e g i s­

la t u r e  a r e p o r t  c o n t a i n i n g  t h e  f ol lo w i n g :

(1) t h e  s c h e d u l e  o f  al l l e a s e  s a le s h e l d  d u r i n g  t he  p r e c e d i n g  

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

of th e r e s u l t s  of the  b i d d i n g s

(2) a d e s c r i p t i o n  of all l ea se  sales to b e  h e l d  d u r i n g  the 

c u r r e n t  a n d  n e x t  t wo s u c c e e d i n g  c a l e n d a r  y e a r s  and, if d e t e r m i n e d ,  the 

b i d d i n g  m e t h o d s  to b e  used;

(3) th e r e a s o n s  a p a r t i c u l a r  b i d d i n g  m e t h o d  h a s  b e e n

se l e c t e d .

(f) T h e  c o m m i s s i o n e r  m a y  i s s u e  oil a n d  gas l ea s e s  o n  s t a t e  l a n d  to 

th 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  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  th e c o m m i s s i o n e r .  B i d d i n g  m a y  be 

b y  s e a l e d  b i d  or a c c o r d i n g  to a n y  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

si o 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  of the  state. W h e n e v e r ,  

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

s h a r e  is r e s e r v e d  to the  state, it s h al l be  d e l i v e r e d  i n  p i p e l i n e  

q u a l i t y  a n d  f r e e  of a l l  l e a s e  or u n i t  ex p e n s e s ,  i n c l u d i n g  b u t  not 

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 t i o n ,  g a t h e r i n g ,  sa l t  w a t e r  

d i s p o s a l ,  a n d  p r e p a r a t i o n  for  t r a n s p o r t a t i o n  of f t h e  le as 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 e as t one 

o f  th e f o l l o w i n g  l e a s i n g  m e t h o d s :

(1) 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

t h e  s t a t e  of n o t  less t h a n  12 1/2 p e r  ce 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  the lease;

(2) 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

t h e  s t a t e  of  n o t  less t h a n  12 1/2 p e r  ce 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  the l e a s e  a n d  a f i x e d  s h a r e  of t h e  n e t
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th e state;

(3) a f i x e d  cash  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  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  c ent 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 lease; r o y a l t y  s h a r e  as 

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

is e v i d e n c e  that u n l e a s e d  a c r e a g e  is s u b j e c t  to d r a i n a g e  b y  o f f s e t t i n g  j 

w a l l s ;  |

(4) a f i x e d  c a s h  b o n u s  w i t h  th e s h a r e  of t he net  p r o f i t  1

d e r i v e d  f r o m  the lease 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 ;  j

(5) a f i x e d  ca 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
.

the s t a t e  of no t less t h a n  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 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 ea se w i t h  the s h a r e  of the net 

p r o f i t  d e r i v e d  f r o m  the lease 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 .

(g) T h e  s h a r e  of the n et p r o f i t  d e r i v e d  f r o m  a le ase  r e s e r v e d  to 

the s t a t e  u n d e r  (f) of this 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  for the 

p u r p o s e s  of the A l a s k a  p e r m a n e n t  f un d  u n d e r  AS 3 7 . 1 0 . 0 6 5  a n d  the A l a s k a  

r e n e w a b l e  r e s o u r c e s  d e v e l o p m e n t  f u n d  u n d e r  AS 37.11.020.

(h) 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  t erm s in a n y  oil a n d  gas lease 

i m p o s i n g  a m i n i m u m  w o r k  c o m m i t m e n t  on  the  l e s s e e . T h e s e  t er ms  s h a l l  be 

m a d e  p u b l i c  b e f o r e  the s a l e , a n d  m a y  i n c l u d e  a p p r o p r i a t e  p e n a l t y  p r o ­

vi s i o n s  to take  e f f e c t  in the e ve nt the l e s s e e  does n o t  f u l f i l l  the 

m i n i m u m  w o r k  c o m m i t m e n t . S h o u l d  it b e  d e m o n s t r a t e d  t h a t  a l e a s e  ha s 

b e e n  p r o v e n  u n p r o d u c t i v e  b y  a c t i o n s  of a d j a c e n t  le as e h o l d e r s , the 

c o m m i s s i o n e r  s h all  set a s i d e  a w o r k  c o m m i t m e n t .

(i) 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  for the  e s t a b l i s h m e n t  of an 

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

d r i l l i n g  an  e x p l o r a t o r y  w e l l  o n  t ha t  l a n d  m a y  e a r n  c r e d i t s  b a s e d  u p o n  

the f o o t a g e  d r i l l e d  a n d  the r e g i o n  in w h i c h  the w e l l  is s i t u a t e d .  T h e

p r o f i t  d e r i v e d  f r o m  the l ease o f  n o t  less t h a n  3 0  p e r  cent r e s e r v e d  to
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c o m m i s s i o n e r  m a y  a ls o  p r o v i d e  for cr e d i t s  to be  e a r n e d  b y  p e r s o n s  p e r­

f o r m i n g  g e o p h y s i c a l  w o r k  o n  s t a t e  land, if t hat w o r k  is p e r f o r m e d  d u r i n g  

t h e  two  se a s o n s  i m m e d i a t e l y  p r e c e d i n g  an  a n n o u n c e d  lease s a l e  an d on 

l a n d  i n c l u d e d  w i t h i n  t h e  sa l e  a r e a  a n d  the g e o p h y s i c a l  i n f o r m a t i o n  is 

m a d e  p u b l i c  f o l l o w i n g  the  sale. C r e d i t s  m a y  n o t  e x c e e d  50 p e r  cent  of 

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

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

a s s i g n e d  d u r i n g  t ha t  p e r i o d .  C r e d i t s  m a y  b e  a p p l i e d  a g a i n s t  (1) oil an d 

gas r o y a l t y  a n d  r e n t a l  p a y m e n t s  p a y a b l e  to the s t a t e  or (2) t a x e s  p a y­

ab l e  u n d e r  AS 43.55. No  c r e d i t  m a y  e x c e e d  50 p e r  cen t of the p a y m e n t  

t o w a r d  w h i c h  it is b e i n g  a pp l i e d .  A m o u n t s  due t h e  A l a s k a  p e r m a n e n t  fu n d  

(AS 3 7 . 1 0 . 0 6 5 )  a n d  the A l a s k a  r e n e w a b l e  r e s o u r c e s  d e v e l o p m e n t  f u n d  (AS

3 7 . 1 1 . 0 2 0 )  s h a l l  b e  c a l c u l a t e d  b e f o r e  the a p p l i c a t i o n  of c r e d i t s  u n d e r  

th i s  s u b s e c t i o n .

(j ) To p r o l o n g  the e c o n o m i c  life of an oil a n d  gas field, the 

c o m m i s s i o n e r  s h a l 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  o n  l ea s e s  w i t h i n  the f i e l d  to c o m p e n s a t e  for i n­

c r e a s i n g  c osts in the  la te r s t a g e s  of p r o d u c t i o n  de cl in e.  T h e  c o m m i s­

s i o n e r  m a y  n o t  g r a n t  a r e d u c t i o n  o f  r o y a l t y  u n t i l  two ye a r s '  i n i t i a l  

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

r e d u c t i o n  has  m a d e  a c l e a r  s h o w i n g  th a t  the r e v e n u e  f r o m  all h y d r o­

c a r b o n s  p r o d u c e d  f r o m  th e f i e l d  is i n s u f f i c i e n t  to p r o d u c e  a r e a s o n a b l e  

r a t e  of r e t u r n  w i t h  r e s p e c t  to t h a t  l e s s e e ' s  t o t a l  i n v e s t m e n t  in the 

field.

(k) T h e  c o m m i s s i o n e r  s h a l l  d e f i n e  all t e r m s  a n d  a d o p t  all r e g u l a­

tio n s  n e c e s s a r y  for a r e a s o n a b l e  u n d e r s t a n d i n g  a n d  e v a l u a t i o n  of a 

p a r t i c u l a r  b i d d i n g  m e t h o d  b e f o r e  t h e  p u b l i c  a n n o u n c e m e n t  of the terms of 

p r o p o s e d  sa l e  e m p l o y i n g  that m e t h o d .

(1) S u b j e c t  to the p r o v i s i o n s  of AS 31.05, the c o m m i s s i o n e r  m a y ,
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at his d i s c r e t i o n , e n t e r  int o an  a g r e e m e n t  w h e r e b y , w i t h  t h e  c o n s e n t  of 

th e lessee, the s t at e' s r o y a l t y  s ha re of oil 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 l e s s e e , or t he  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  on e or m o r e  of the a f f e c t e d  f i e l d  l ease 

h o l d e r s  to t r ade  cur l 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 like 

a m o u n t  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 ,  on the c o n d i t i o n  that 

th e s tat 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 

fi rs t h a l f  of the e s t i m a t e d  f i e l d  life or n o  later t h a n  15 y e a r s  a fte r 

st ar t of p r o d u c t i o n , w h i c h e v e r  is s o o n e r .

(m) A n  oil and  gas lease m u s t  c ov er  a r e a s o n a b l y  c o m p a c t  a r e a  no t 

e x c e e d i n g  5 , 7 6 0  acres, an d m u s t  be for a p e r i o d  of 10 y e a r s , e x c e p t  in 

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

e c o n o m i c  r e s t r i c t i o n s  on  o p e r a t i o n s  are no t a f a c t o r . An  oil a n d  gas 

lease shall be a u t o m a t i c a l l y  e x t e n d e d  if a n d  for so lo 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 , if the 

l e a s e  is c o m m i t t e d  to a un i t  a p p r o v e d  b y  the c o m m i s s i o n e r . A le as e 

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  land on w h i c h  th er 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 not e x p i r e  b e c a u s e  the 

l es s e e  fails to p r o d u c e  oil or gas u n l e s s  the l ess e e  is a l l o w e d  r e a s o n­

abl e  tim e to p l a c e  the w e l l  on  a p r o d u c i n g  s t a t u s . U p o n  e x t e n s i o n ,  the 

c o m m i s s i o n e r  m a y  i n c r e a s e  lease r e n t a l s  so l on g  as th e i n c r e a s e d  r e n t a l  

r a t e  does n ot  e x c e e d  150 per  cent of the  r a t e  for the p r e c e d i n g  y e a r .

If d r i l l i n g  has  c o m m e n c e d  on th e 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 , 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 ,  s i d e 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 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 o c a t i o n , the l eas e c o n t i n u e s  

in eff ec t u n t i l  90 days af te r d r i l l i n g  has  c e a s e d  and for so lo 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 . A n  oil and  

gas lease i s s u e d  u n d e r  this s e c t i o n  w h i c h  is s u b j e c t  to t e r m i n a t i o n  by  
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r e a s o n  of c e s s a t i o n  of p r o d u c t i o n  does no t t e r m i n a t e  if, w i t h i n  60 days 

a f t e r  p r o d u c t i o n  ceases, r e w o r k i n g  or d r i l l i n g  o p e r a t i o n s  a r e  c o m m e n c e d  

o n  the l an d  u n d e r  l eas e a n d  ar e t h e r e a f t e r  c o n d u c t 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  d u r i n g  the p e r i o d  o f  n o n p r o d u c t i o n .

(n) 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  b y  r e g u l a t i o n  that  a f t e r  a w e l l  

h a s  b e e n  p l u g g e d  a n d  a b a n d o n e d ,  the  r e n t a l  r a t e  w h i c h  w a s  i n  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  or n et  p r o f i t  s h a r e  e x c e e d s  r e n t a l  i n c o m e  to the 

s t a t e  for th a t  year. Oi l a n d  gas lea se s s h a l l  p r o v i d e  for p a y m e n t  to 

t h e  s t a t e  of r e n t a l  o n  the  f o l l o w i n g  bas is:

(1) for th e f i r s t  year, $ 1 . 0 0  p e r  acre;

(2) for t h e  s e c o n d  year, $ 1 . 5 0  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  year, $ 2 . 5 0  p e r  acre;

(5) for the  f i f t h  a n d  f o l l o w i n g  years, $ 3 . 0 0  p e r  acre.

(o) U p o n  t i m e l y  a p p l i c a t i o n  as p r o v i d e d  by  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 t h e  h o l d e r  o f  a f e d e r a l  or p r i v a t e  lease, 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  l a n d  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  of th e 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  h a s  b e e n  e x c l u d e d  o n  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 b e  s h o r e­

land. T h e  t e r m  of s u c h  a s t a t e  s h o r e l a n d  l e as e s ha ll  b e  t h e  s a m e  as the 

t e r m  of the  f e d e r a l  or p r i v a t e  lease.

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

or gas pool, field, or like area, the l e s s e e s  an d t he ir 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  others, 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 t he  pool, field, or like 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  the c o m m i s s i o n e r  to be n e c e s s a r y  or
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a d v i s a b l e  in the p u b l i c  i n t e r e s t . T h e  c o m m i s s i o n e r  m a y , w i t h  the c o n­

sen t  of the h o l d e r s  of leases i n v o l v e d , e s t a b l i s h , c h a n g e , or r e v o k e
i

d r i lli ng , p r o d u c i n g ,  a n d  r o y a l t y  r e q u i r e m e n t s  of the leases a n d  ad opt

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 l e a s e s , w i t h  like c o n s e n t  o n  the p a r t  |
I

of the l e s s e e s , 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 j 

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 he  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 t e r e s t . The  c o m m i s s i o n e r  m a y  j

r e q u i r e  oil a n d  gas leases i s s u e d  u n d e r  this 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  the les se 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 

u n i t  plan, an 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 le ss e e  m u s t

I
o p e r a t 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  all 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  the s t a t e .

(q) A p l a n  a u t h o r i z e d  b y  (p) of this se ction, w h i c h  i n c l u d e s  l a n d  

o w n e d  by  the s t a t e , 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 s i o n e r , or 

a person, 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 im e  

to time the r at e  of p r o s p e c t i n g  a nd d e v e l o p m e n t  a n d  the q u a n t i t y  a nd  

r a t e  of p r o d u c t i o n  u n d e r  the plan. Al l le ase 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  s e c . 140 of this c h a p t e r . 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 l a n s  are in a d d i t i o n  to, 

a n d  do not  a f f e c t  AS 31.05. J

( r ) P r o d u c i n g  a c r e a g e  o n  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 i n g  I 

oil or gas f i e l d  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  J 

l i m i t a t i o n  p r o v i s i o n s  of s e c . 140 of this c h a p t e r .

( s ) W h e n  s e p a r a t e  tr ac ts  ca 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 nd  

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 l e a s e , or a p o r t i o n  of a l e a s e , m a y  b e  p o o l e d  w i t h  o t h e r  

land, w h e t h e r  or no t o w n e d  b y  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 a n  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 
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r o y a l t i e s  a m o n g  t h e  s e p a r a t e  t r a c t s  of la n d  c o m p r i s i n g  the  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  th e c o m m i s s i o n e r  to be  i n  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  a re 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 ag re e m e n t .

(t) T h e  c o m m i s s i o n e r  may, o n  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  less ee s 

o f  oi l or gas leases, w i t h  on e or m o r e  p e r s o n s ,  w hen , in  hi s di s c r e t i o n ,  

t h 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  or th e 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  ar e b e s t  served.

A l l  le as es 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  co nt r a c t s ,  

a n d  i n t e r e s t s  u n d e r  them, a r e  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 co n t r o l  

u n d e r  sec. 1 4 0  of t hi s  ch apter.

(u) T o  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 ­

so 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  o r  n o t  p r o d u c e d  f r o m  s t a t e  land, in la n d  l e a s e d  or s u b j e c t  

t o  l e as e u n d e r  thi s s ec t i o n .  Th i 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  t h e  s t o r e d  oil or gas, or, i n s t e a d  

o f  th e fee or r e n t a 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  t h e  s t o r e d  oi l 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 .  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  b e  e x t e n d e d  at l east for the p e r i o d  of s t o r a g e  an d so l on g  t h e r e­

a f t e r  as oil or gas n o t  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

tities.

(v) E a c h  oil or gas l ea se  i s s u e d  b y  t h e  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  t he  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  t h 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  o n  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 ab or  sh all  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 .

(w) 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 ec tion, lan d
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w h i c h  has b e e n  o f f e r e d  for l ease w i t h i n  the  p r e v i o u s  f i v e  y e a r s  a n d  

w h i c h  r e c e i v e d  no bi d s  at c o m p e t i t i v e  s a l e  m a y  be, 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 ,  i m m e d i a t e l y  o f f e r e d  for lease, 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  t erms 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? 

h o w e v e r ,  noncompetitive, l e a s i n g  is p r o h i b i t e d .  T h e  c o m m i s s i o n e r  shall 

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

n o t  less t h a n  12 1/2 p e r  c e n t . A  l e a s e  m u s t  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  b u t  n e e d  n o t  a d h e r e  to th e r e n t a l  s c h e d u l e  in  (n) of 

this s e c t i o n  n o r  to the 5,760-acres~per-lea.se l i m i t a t i o n  in (m) of this 

sec t i o n .  T h e  l ease t e r m  m a y  no t e x c e e d  fi v e  y e a r s  e x c e p t  as p r o v i d e d  in 

(m) and (n) of this section.

(x) A  l es s e e  c o n d u c t i n g  or p e r m i t 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  of, oil or gas on  s t a t e  la n d  shall p r o v i d e  the  

c o m m i s s i o n e r  acce ss  to all n o n i n t e r p r e t i v e  d a t a  o b t a i n e d  f r o m  t ha t  le as e 

a n d  sh al l p r o v i d e  co pie s of that data, as the  c o m m i s s i o n e r  m a y  r e q u e s t . 

T h e  c o n f i d e n t i a l i t y  p r o v i s i o n s  of s e c , 35 of this c h a p t e r  a p p l y  to the 

I n f o r m a t i o n  o b t a i n e d  u n d e r  this s ub s e c t i o n .

(y ) A n o n c o m p e t i t i v e  lease e x i s t i n g  at the e f f e c t i v e  da t e  of this 

A c t  s ha ll  be e x t e n d e d  for a p e r i o d  of t wo y e a r s  a n d  so long t h e r e a f t e r  

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

e x t e n d e d  u n d e r  this s u b s e c t i o n  is s u b j e c t  to the r e g u l a t i o n s  in f o r c e  at 

the  e x p i r a t i o n  of t h e  i n i t i a l  f i v e - y e a r  t e r m  of the l e a s e . No e x t e n s i o n  

m a y  b e  gr an te d,  h o w e v e r , u n l e s s  w i t h i n  a p e r i o d  of 90 days b e f o r e  the 

e x p i r a t i o n  date  an a p p l i c a t i o n  for e x t e n s i o n  is f i l e d  b y  the r e c o r d  

t i t l e  h o l d e r  or a n  a s s i g n e e  w h o s e  a s s i g n m e n t  h a s  b e e n  f i l e d  for a p­

p r o v a l  , or a n  o p e r a t o r  w h o s e  o p e r a t i n g  a g r e e m e n t  h a s  b e e n  f i l e d  for 

a p p r o v a l ,

* S e c . 2. AS 3 8 . 0 5 . 135(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  lan d is to be  l e a s e d , in  a d d i t i o n  to any  o t h e r  

SCS C S H B  8 5 4 ( R u l e s ) -10-
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n o t i c e  given, n o t i c e  m u s t  a l s o  b e  g i v e n  as p r o v i d e d  in secs. 305 a n d  345 

of this ch ap te r.

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

(c) No p e r s o n  m a y  t a k e  or h o l d  at o n e  t i m e  p h o s p h a t e  leases on 

s t a t e  la n d  [LANDS] e x c e e d i n g  in t h e  a g g r e g a t e  1 0 , 2 4 0  acres. No p e r s o n  

m a y  ta k e  or h o l d  s o d i u m  le a s e s  or p e r m i t s  d u r i n g  t h e  lif e of s o d i u m  

le a s e s  o n  s t a t e  l an d  [LANDS] 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  th a t  th e 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  or de r 

to s e c u r e  th e 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 

ta k e  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. No  p e r s o n  

m a y  tak e or h o l d  at a n y  o n e  ti m e  oil  or gas l ea s e s  e x c e e d i n g  in the 

a g g r e g a t e  5 0 0 , 0 0 0  a c r e s  g r a n t e d  o n  t i d e  a n d  s u b m e r g e d  l a n d  [LANDS] a n d

5 0 0 , 0 0 0  a c r e s  o n  all  l an d  [LANDS] o t h e r  t h a n  t i d e  a n d  s u b m e r g e d  land  

[LANDS], i n c l u d i n g  l ea s e s  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 

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 .  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  

a n  i n t e r e s t  i n  a n  oil or 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  onl y  

w i t h  th a t  p e r c e n t a g e  o f  t he  t o tal  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  of t h e  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. AS 3 8 . 0 5 . 3 3 5 ( c )  is a m e n d e d  to read:

(c) T h e  c o m m i s s i o n e r  s h a l l  r e q u i r e  e a c h  b i d d e r  for the  c o m p e t i t i v e  

l e a s i n g  of o i l  a n d  gas lands to s u b m i t  w i t h  his  b i d  a d e p o s i t  of m o n e y  

e q u a l  to 20 p e r  cen t  of the  b o n u s  [AMOU NT  BID],

* Sec. 5. AS 3 8 . 0 5 . 1 4 0 ( d )  is a m e n d e d  to read:

(d) T h e  c o m m i s s i o n e r ,  for th e p u r p o s e  of e n c o u r a g i n g  the g r e a t e s t  

u l t i m a t e  r e c o v e r y  of coal, [OIL, G A S , ]  oi l shale, p h o s p h a t e ,  sodium, 

p o t a s s i u m ,  s u l p h u r ,  a n d  g e o t h e r m a l  r e s o u r c e s  a n d  i n  the i n t e r e s t  of 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 ,  a f t e r  p u b l i c  h e a r i n g ,  or, w h e n  the 

s t a t e ' s  t i t l e  to la n d  b e n e a t h  n a v i g a b l e  w a t e r s  ha s b e e n  l e g a l l y  c h a l­

le n g e d  h y  the U n i t e d  S t a t e s  and l i t i g a t i o n  i n i t i a t e d ,  m a y  w a i v e ,  sus-
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pend, refund, or r e d u c e  th e rent al,  or m i n i m u m  r o y a l t y ,  or r e d u c e  the 

r o y a l t y  o n  a n  e n t i r e  l e as eh ol d, or on  any  t r a c t  or p o r t i o n  of a l e a s e­

h o l d  s e g r e g a t e d  for r o y a l t y  p u r p o s e s ,  w h e n e v e r  i n  his j u d g m e n t  it is 

n e c e s s a r y  to do so in o r d e r  to p r o m o t e  d e v e l o p m e n t ,  or w h e n e v e r  i n  h i s  

j u d g m e n t  the lease c a n n o t  b e  s u c c e s s f u l l y  o p e r a t e d  u n d e r  its terms, if 

t h e  c o m m i s s i o n e r , i n  the i n t e r e s t  of c o n s e r v a t i o n ,  d i r e c t s  or a s s e n t s  to 

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

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

m a y  b e  s u s p e n d e d  d u r i n g  the p e r i o d  of s u s p e n s i o n  of o p e r a t i o n s  a n d  p r o­

duct i o n .  T h e  t e r m  of th e l ease s ha ll  b e  e x t e n d e d  b y  a d d i n g  t he  p e r i o d  

of  s u s p e n s i o n  to the lease.

* Sec. 6 . AS 38 .0 5. 1 4 5 ( b )  is r e p e a l e d .

* Sec. 7. T R A N S I T I O N A L  P R O V I S I O N S .  By th e 15th d a y  of th e F i r s t  S e s s i o n

of  the E l e v e n t h  L e g i s l a t u r e  t h e  c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  s h a l l  

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

da n c e  w i t h  AS 3 8 . 0 5 . 18 0( b),  e x c e p t  t ha t  the p r o p o s e d  p r o g r a m  s hal l c o v e r  all 

a r e a s  to b e  l e a s e d  i n  1979 t h r o u g h  1983. No l e a s e , e x c e p t  as a u t h o r i z e d  

u n d e r  AS 3 8 . 0 5 . 1 8 0 ( d ) , shall b e  i s s u e d  d u r i n g  1979, 1980, or 1981 u n l e s s  the 

lan d to b e  l e a s e d  w as  i n c l u d e d  i n  t his p r o p o s e d  l e a s i n g  p ro gr a m .
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