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Introd uc e d :  5 / 4 / 7 9
R ef e r r e d : R e s o u r c e s

IN THE HOUSE BY MCKINNON AND ROGERS

H O U S E BILL NO. 495 

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

E L E V E N T H  L E G I S L A T U R E  - FIRST S E S S I O N  

A BILL

F or a n  Act entitled: "An Act r e l a t i n g  to oil and 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 m i t s . "

BE IT E N A C T E D  BY 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 ALASKA:

* S e c t i o n  1. AS 3 8 . 0 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read: 

(aa) The co m m i s s i o n e r  m a y  issue 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  for oil and gas u nder the f o l l o w i n g  c o n d i tions:

(1) Permits ma y  be i s s u e d  to the lowest r e s p o n s i b l e  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 nder r e g u l a t i o n s  a d o p t e d  by the 

c o m m issioner. Bidd i n g  shall be on the basis of a fixed c a s h  b o n u s  w i t h  

the reward p a y a b l e  b y  the s t a t e  to the pe r m i t  h o l d e r  pe r  u n i t  of r e c o v e r­

able 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 b i d  var i a bl e .  Bids for 

permits shall be s u bmitted in terms of the r e w a r d  per u n i t  of oil d i s­

covered} p a y m e n t  for gas d i s c o v e r e d  shall be on the b a s i s  of a r a t i o  b e­

tween the e x p e c t e d  average values of oil and gas 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  be f or e  o ff e r i n g  the 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 

for bid. Al l  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  b y  v i r t u e  of 

a c t i v it i e s  c o n d u c t e d  under 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  

shall r e m a i n  the p r o p e r t y  of the state and no i n t e r e st  i n  t h e s e  m i n e r a l s  

m a y  accrue to the per m i t  h o l d e r  except as p r o v i d e d  u n d e r  (6) of this 

subsection.

(2) Competitive contract exploration permits may not encom­

pass more than 64,000 acres, the boundaries of which shall be estab­

lished by the commissioner in order to as nearly as possible encompass a 

single potentially petroliferous subsurface geological structure, and be
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f o r  a t e r m  n o t  to e x c e e d  five y e a r s .

(3) 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 ha l l  b e  m a d e  o n  the b a s i s  of the q u a n t i t y  

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

the land r e c o v e r e d  b y  the permit. D e t e r m i n a t i o n  of the q u a n t i t y  of 

e c o n o m i c a l l y  r e c o 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 a n  i n d e p e n d e n t  assess 

m e n t  b o a r d  c o n s i s t i n g  of t hree 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  

b e  a n  e m p l 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 t a t e  or the p e r m i t  

h o l d e r .  T h e  s t a t e  a n d  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  o n e  m e m b e r  

o f  the a s s e s s m e n t  b o a r d ,  wh o  s h a l l  t h e n  m e e t  and j o i n t l y  appoint, the 

t h i r d  m e m b e r .

(4) T h e  p e r m i t s  s h a l l  p r o v i d e  tha t

(A) 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  will be m a d e  w h e n  

r e q u e s t e d  b y  the 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 the statei

(B) r e a s s e s s m e n t s  s h a ll  b e  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 ;

(C) n o  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  af 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 d at e  th e  p e r m i t  was  i n i t i a l l y  i s s u e d  

e x c e p t  as m a y  be r e q u i r e d  b y  a c t u a l  p r o d u c t i o n .

(5) 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 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  the 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 the 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 .

(6) 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 the 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  a p r o v i s i o n  g r a n t i n g  the 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  right to

o b t a i n  a n  oil a n d  ga s  lease or lea s e s  c o v e r i n g  t h a t  p a r t  o f  t h e  per m i t 

a r e a  p r o v e n  to b e  p r o d u c t i v e  o f  oil or gas, if th e  a r e a  s h o u l d  be 

o f f e r e d  fo r l ease b y  the state. T h e  p r e f e r e n c e  r i g h t  g r a n t e d  shall 

a l l o w  t h e  p e r m i t  h o l d e r  to o b t a i n  the l e a s e  on t h e  t erms o f f e r e d  by the
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b i d d e r  that, in th e  a b s e n c e  of t h 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. T h e  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  does no t  o b l i g a t e  

t h e  s t a t e  to l e a s e  the p e r m i t  a r e a  o r  t o  d e v e l o p  r e s e r v e s  tha t  m a y  h a v e  

b e e n  d i s c o v e r e d  there.
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