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I ntroduced: 3/4/80
R eferred: R e s o u r c e s

BY THE R ULES C O M M I T T E E  BY R E Q U E S T  
O F  THE L E G I S L A T I V E  COUNCIL (for the 
Joint C o m m i t t e e  on  Small 

IN TH E  H O U S E  H y d r o e l e c t r i c  a n d  G e o t h e r ma l  Power)

S P O N S O R  S U B S T I T U T E  FOR H O U S E  BIL L  NO. 779

IN T H E  L E G I S L A T U R E  O F  T H E  S TATE 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  - SE C O N D  S E S S I O N

A BILL

Fo r  a n  Act e n t it l e d :  " A n  Act r e l a t i n g  to the d e v e l o p m e n t  of geothermal r e­

sou r c e s  ."

B E  IT E N AC T E D  BY 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. D E C L A R A T I O N  O F  POLICY. It is d e c l a r e d  to be in the pu b l i c  

i n t e r e s t  to fo s t e r  a n d  p r o m o t e  the d i s co v e r y ,  d e v e l o p m e n t ,  production, p r i­

m a r y  and c a s c a d e d  use, and d i s p o s a l  of g eo t h e r m a l  r e s o u r c e s  in the s t a t e  in a 

m a n n e r  that w i l l  p r e v e n t  waste, p r o v i d e  for m a x i m u m  e c o n o m i c  recovery, p r o­

tect c o r r e l a t i v e  r i g h t s ,  and s a f e g u a r d  the natural e n v i r o n m e n t  and the pu b l ic  

w e l f a r e .

* Sec. 2. AS 3 8 . 0 5 . 1 2 5  is a m e n d e d  to read:

Sec. 38 . 0 5 . 1 2 5 .  R E S E R V A T I O N .  Eac h  c o n t r a c t  for the sale, lease or

grant of st a t e  land, an d each d e e d  to state land, p r o p e r t i e s  or interest

in s t a t e  land, m a d e  u n d e r  AS 3 8 . 0 5 . 3 1 5  - 3 8 . 0 5 . 3 2 5 ,  38. 05 . 0 4 5  - 38.05.-

1 2 0 , AS 38.08, o r  AS 3 8 . 5 0  e x c e p t  as_ p r o v i d e d  in A S  3 8 . 50.050 is subject

to the f o l l o w i n g  r e s e r v a t i o n s :  "The p a r t y of the f i r s t  part, Alaska,

h e r e b y  e x p r e s s l y  saves, e x c e p t s  a n d  r e s erves out of the grant h e r e b y

made, u n t o  i t se l f ,  its lessees, s uccessors, and a s s i g n s  forever, all

oils, gases, c oal, ores, m in e r a l s ,  f i s s i on a b l e  m a t e r i a l s ,  g e o t h e r m a l

r e s o u r c e s , a n d  f o s s i l s  of e v e r y  name, kin d  or d e s c r i p t i o n ,  and w h i c h  ma y

be in or u p o n  s a i d  lands above desc r ib e d ,  or any p a r t  thereof, a n d  the

right to e x p l o r e  the s a m e  for s u c h  oils, gases, c o a l ,  ores, m i n e r a l s ,

f i s s i o n a b l e  m a t e r i a l s ,  g e o t h e r m a l  resources, a n d  fossils, and it also 

h e r e b y  e x p r e s s l y  saves a n d  r e s e r v e s  out of the g r a n t  h e r e b y  made, u n t o

itself, its l e s s ee s ,  s u c c e s s o r s ,  a n d  assigns f o r e v e r ,  the right to enter
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b y  itself, its or their agents, a ttorneys, a n d  s e r v a n t s  u p o n  s a i d  lands, 

or a n y  part or p a r t s  thereof, at an y and all times for the p u r p o s e  of 

o p e n i n g ,  d e v e l o p i n g ,  d r i lling, a n d  w o r k i n g  m i n es  or wells on t h e s e  or 

o t h e r  lands an d t a k i n g  out a n d  r e m o v i n g  t h e r e f r o m  all such oils, ga se s , 

coal, ores, m i n e r a l s ,  f i s s i o n a b l e  m a t e r i a l s , g e o t h e r m a l  r e s o u r c e s ,  a n d 

f o s s i l s ,  an d  to t hat end it f u r t h e r  e x p r e s s l y  r e s e r v e s  out of the g r a n t  

h e r e b y  made, u n t o  itself, its lessees, s u c c e s s o r s , a n d  a s s i g n s  f o r e v e r , 

the r i g h t  b y  its or their a g e n t s ,  s e r vants an d  a t t o r n e y s  [ A TT O R N E Y ]  at 

a n y  an d  all t i m e s  to erect, c o n s t r u c t ,  m a i n t a i n ,  and use all such b u i l d ­

ings, m a c h i n e r y ,  roads, p i p e l i n e s ,  p owerlines, a n d  railr o ad s ,  s i n k  s u c h  

s h a f t s ,  drill s uch wells, r e m o v e  such soil, and to r em a i n  on s a i d  lands 

or a n y  part t h e r e o f  for the f o r e g o i n g  p u r p o s e s  an d  to o c c u p y  as m u c h  of 

s a i d  lands as m a y  be n e c e s s a r y  o r  c o n ve n i e n t  for suc h  p u r p o s e s  h e r e b y  

e x p r e s s l y  r e s e r v i n g  to itself, its lessees, su c c e s s o rs ,  and a s s i g n s ,  as 

a f o r e s a i d ,  g e n e r a l l y  all r i g h t s  and power in, to, an d  over s a i d  land, 

w h e t h e r  h e r e i n  e x p r e s s e d  or not, r e a s o n a b l y  n e c e s s a r y  or c o n v e n i e n t  to 

r e n d e r  b e n e f i c i a l  and e f f i c i e n t  the c o m p l e t e  e n j o y m e n t  of the p r o p e r t y  

a n d  rig h t s  h e r e b y  e x p r e s s l y  r e s e r v e d . "

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

Sec. 3 8 . 0 5 . 1 3 0 .  D A M A G E S  A N D  POST I NG  O F  BOND. No r i g h t s  shall he 

e x e r c i s e d  by t he  state, its lessees, s u cc e s s o r s  or assigns u n d e r  the 

r e s e r v a t i o n  as set out in AS 3 8 . 0 5 . 1 2 5  [OR] u n t i l  the state, its l e s s e e s ,  

s u c c e s s o r s ,  or assi g ns  m a k e  p r o v i s i o n  [PROVISIONS] to pay the o w n e r  of 

t h e  land full p a y m e n t  for a l l  d a m a g e s  s u s t a i n e d  by the owner, by r e a s o n  

of e n t e r i n g  u p o n  the land. If the owner for any c a u s e  r e f u s e s  or n e ­

gl e c t s  to s e t t l e  the damages, t h e  state, its lessees, s u c c e s s o r s ,  

a s s i g n s ,  or an a p p l i c a n t  for a lease or c o n t r a c t  f r o m  the s t a t e  for th e  

p u r p o s e  of p r o s p e c t i n g  for v a l u a b l e  m i n e ra l s ,  or o p t i o n ^  c o n t r a c t  or 

l e a s e  for m i n i n g  coal or l e a s e  for e x t r a c t i n g  g e o t h e r m a l  r e s o u r c e s .
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p e t r o l e u m  or n a t u r a l  gas, m a y  e n t e r  u p o n  the l a n d  in the e x e r c i s e  of the 

r e n e r v e d  r i g h t s  a f t e r  p o s t i n g  a s u r e t y  b o n d  d e t e r m i n e d  by the d i r e c t o r ,  

a f t e r  n o t i c e  a n d  a n  o p p o r t u n i t y  t o  be h e a r d ,  to be s u f f i c i e n t  as to 

form, a m o u n t,  a n d  s e c u r i t y  to  s e c u r e  to t he  o w n e r  p a y m e n t  fo r  d a m a g e s ,  

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

as m a y  be n e c e s s a r y  to d e t e r m i n e  t h e  d a m a g e s  w h i c h  the o w n e r  m a y  s u f f e r .

* Sec. 4. AS 3 8 . 0 5 . 1 8 1  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 1 .  G E O T H E R M A L  R E S O U R C E S .  (a) P e r m i t s  a n d  l e as e s ;  

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

p r o s p e c t i n g  p e r m i t s  a n d  l e a s e s  t o  a q u a l i f i e d  p e r s o n  to e x p l o r e  for, 

d e v e l o p ,  or u s e  g e o t h e r m a l  r e s o u r c e s .  W h e n  t i t l e  to the s u r f a c e  p a r c e l  

is h e l d  by a p e r s o n  o t h e r  t h a n  t h e  state, t h a t  p e r s o n  s h a l l  h a v e  a p r e­

f e r e n t i a l  r i g h t  to a g e o t h e r m a l  p r o s p e c t i n g  p e r m i t  or lease for the a r e a  

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

p r e f e r e n c e  r i g h t  w i t h i n  30 d a y s  a f t e r  r e c e i v i n g  n o t i c e  of t h e  a p p l i c a­

t i o n  for a p e r m i t ,  or by a g r e e i n g  to m e e t  t h e  t e r m s  of a b i d  w i t h i n  60 

d a y s  a f t e r  r e c e i v i n g  n o t i c e  of t h e  a c c e p t a n c e  of t he  bid  f o r  a lease.

(b) C o m p e t i t i v e  g e o t h e r m a l  a r e a s .  T h e  c o m m i s s i o n e r  m a y  d e s i g n a t e  

a g e o t h e r m a l  a r e a  or p o r t i o n  o f  it a c o m p e t i t i v e  g e o t h e r m a l  a r ea .  A 

d e s i g n a t i o n  as a c o m p e t i t i v e  g e o t h e r m a l  a r e a  m u s t  be o n  t h e  b a s i s  of 

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

of c o m p e t i t i v e  i n t e r e s t  in g e o t h e r m a l  r e s o u r c e s  of the area.

(c) P r o s p e c t i n g  p e r m i t s .  O n  s t a t e  l a n d  t h a t  ha s  n o t  b e e n  d e c l a r e d  

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

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

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

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

t h e  p e r m i t .  T h e  c o m m i s s i o n e r  m a y ,  at h i s  d i s c r e t i o n ,  r e n e w  th e  p e r m i t  

f o r  an  a d d i t i o n a l  o n e - y e a r  t e r m .  A h o l d e r  of a p r o s p e c t i n g  p e r m i t  ha s
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t h e  r i g h t ,  u p o n  the s h o w i n g  of a d i s c o v e r y  of g e o t h e r m a l  r e s o u r c e s  in 

c o m m e r c i a l  q u a n t i t i e s  a n d  t h e  s u b m i s s i o n  of a d e v e l o p m e n t  p l a n  a c c e p t­

ab l e  to t h e  c o m m i s s i o n e r ,  t o  c o n v e r t  the p e r m i t  to a n o n c o m p e t i t i v e  

l e a s e  at a r e n t,  u n d e r  (e) o f  thi s  s e c t i o n ,  a n d  r o y a l t y  rate, u n d e r  (g) 

of t his s e c t i o n .  T h e  c o n v e r s i o n  p r i v i l e g e  m u s t  be e x e r c i s e d  not later 

t h a n  30 d a y s  a f t e r  the e x p i r a t i o n  of th e  p e r m i t .  If the land i n c l u d e d  

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

p e r m i t  t e r m ,  the p e r m i t t e e  m u s t  a p p l y  for a n o n c o m p e t i t i v e  lease w i t h i n  

30 da y s  a f t e r  n o t i f i c a t i o n  of the d e s i g n a t i o n  o r  forfeit his c o n v e r s i o n  

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

(d) C o m p e t i t i v e  l e a s i n g . O n  s t a t e  lan d  t h a t  is d e s i g n a t e d  a 

c o m p e t i t i v e  g e o t h e r m a l  a r e a  a n d  is not s u b j e c t  to an e x i s t i n g  p r o s p e c t­

in g  p e r m i t ,  the c o m m i s s i o n e r  m a y  i ssue g e o t h e r m a l  leases to the h i g h e s t  

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

a d o p t e d  b y  him. 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 ,  c o m p e t i t i v e  

l e a s e  s a l e s  m a y  be by o r a l  o r  s e a l e d  bid, o n  t h e  basis of a cash bonus, 

p r o f i t  s h a r e ,  or r o y a l t y  sh a re .

(e) A c r e a g e  l i m i t a t i o n s  an d  rentals. P r o s p e c t i n g  p e r m i t s  and 

g e o t h e r m a l  le a s e s  g r a n t e d  u n d e r  this s e c t i o n  m u s t ,  exc e p t  in the c a s e  of 

p a r c e l s  s u b j e c t  to a p r e f e r e n c e  r i g h t  u n d e r  (b) of this s e c t i o n ,  be 

i s s u e d  fo r  at l east 40 a c r e s  b u t no t  m o r e  t h a n  2 , 5 6 0  acres. A p e r s o n  

m a y  n o t  o w n ,  or h o l d  an i n t e r e s t  in, g e o t h e r m a l  leases c o v e r i n g  m o r e  

t h a n  5 1 , 2 0 0  acr e s .  H o w e v e r ,  g e o t h e r m a l  l e a s e s  in c o m m e r c i a l  p r o d u c t i o n ,  

i n d i v i d u a l l y  or u n d e r  a u n i t  o p e r a t i o n ,  do n o t  count 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 .  All p r o s p e c t i n g  p e r m i t s  a n d  g e o t h e r m a l  le a s e s  are s u b j e c t  

t o  a n  a n n u a l  r e n t a l ,  p a y a b l e  i n  a d v a nc e ,  of $3 p e r  acre. T h e  r e n t a l  for 

a y e a r  s h a l l  be c r e d i t e d  a g a i n s t  r o y a l t i e s  a c c r u i n g  for that year.

(f) L e a s e  t e r m  a n d  r e n e g o t i a t i o n .  A  g e o t h e r m a l  lease s h a l l  be 

i s s u e d  f o r  a p r i m a r y  t e r m  o f  10 y e a r s  a n d  m a y  b e  r e n e w e d  for an a d d i -
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ti o na l  t e r m  of five years if the l e s s e e  is a c t i v e l y  engaged in drill i n g 

o p e r a t i o n s .  A g e o t h e r m a l  lease is v a l i d  for the duration of c o m m e r c i a l  

p r o d u c t i o n .  B e g i n n i n g  20 years after the i n i t i a t i o n  of c o m m e r c i a l  

p r o d u c t i o n  and at 10-year intervals t h e r e a f t e r ,  the c o m m i s s i o n e r  may 

r e n e g o t i a t e  the r e n t a l s  a n d  royalties due on a geothermal lease.

(g) Royalties. E ac h  geothermal lease s h al l  be c o n d i t i o n e d  upon 

p a y m e n t  h y  the le s s e e  of a royalty of no t  less than 10 p e r c e n t  but not 

more t h a n  15 perc e n t  of the gross r e v e n u e s  d e r i v e d  from the produc t io n ,  

sale, or use of g e o t h e r m a l  resources u n d e r  the lease. R o y a l t i e s  may be 

t a k e n in kind r a t h e r  t han in value if the co m m i s s i o n e r  d e t e r m i n e s  that 

t a k i n g  in kind w o u l d  be in the best i n t e r e s t  of the state. T h e  c o m­

m i s s i o n e r  may also, if the lessee s h o w s  that he cannot o t h e r w i s e  e c o n o m­

ic a l l y  operate, reduce, suspend, or w a i v e  the rentals and r o y a l t i e s  due 

on a g e o t h e r m a l  lease.

(h) Re g u l ations. Regulations a d o p t e d  b y  the c o m m i s s i o n e r  to 

i m p l e m e n t  this s e c t i o n  shall be a d o p t e d  in a c c o r d a n c e  wit h  the A d m i n i s­

tr a t i v e  Pr o c e d u r e  Act (AS 44.62).

* Sec. 5. AS 38 . 0 5 . 3 6 5  is amended by a d d i n g  a n e w  paragraph to read:

(24) " g e o t h e r m a l  resou r c es "  means the natural h e a t  of the 

e a r t h  at t em p e r a t u r e s  g r e a t e r  than 1 2 0  d e g r ee s  Celsius, m e a s u r e d  at the 

p o i n t  w h e r e  the h i g h e s t - t e m p e r a t u r e  r e s o u r c e s  encountered e n t e r  or 

c o n t a c t  a well s h a f t  or o ther r e s o u r c e  e x t r a c t i o n  device, a n d  includes

(A) the energy, i n c l u d i n g  pressure, in w h a t e v e r  form 

p rese n t  in, r e s u l t i n g  from, c r e a t e d  by, or that may be e x t r a c t e d  

f r o m  that n a t u r a l  heat;

(B) the material m e d i u m ,  i n c l u d i n g  the b r i n e s ,  water ant

s t e a m  n a t u r a l l y  present, as w e l l  as the fluids or s u b s t a n c e s  a r t i­

fi c i a l l y  i n t r o d u c e d  to serve as a h e a t  t r an s f e r  medi u m ;  and

(C) all dissolved o r  e n t r a i n e d  minerals a n d  g a s e s  that j
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m a y  be o b t a i n e d  fro m  the m a t e r i a l  medium, b u t  e x c l u d i n g  h y d r o c a r b o n  

s u b s t a n c e s  a n d  helium.

* Sec. 6. AS 41 is a m e n d e d  b y  a d d i n g  a ne w  c h a p t e r  to read:

C H A P T E R  06. G E O T H E R M A L  R E S O U R C E S .

Sec. 4 1 . 0 6 . 0 1 0 .  W A S T E  P R O H I B I T E D .  Th e  w a s t e  of g e o t h e r m a l  r e­

s o u r c e s  in the s t a t e  is p r o hi b i t e d .

Sec. 4 1 . 0 6 . 0 2 0 .  APP L I C A T IO N .  (a) T h e  c o m m i s s i o n e r  ha s  j u r i s­

di c t i o n  over all p e r s o n s  and p r o p e r t y ,  p u b l i c  a n d  p r i v a t e , n e c e s s a r y  to 

c a r r y  out the p u r p o s e s  and intent of this c h a p t e r .

(b) The a u t h o r i t y  of the c o m m i s s i o n e r  a p p l i e s  to all private, 

m u n i c i p a l ,  state, a n d  federal land in the s t a t e  l a w f u l l y  s u bj e c t  to the 

p o l i c e  power of t h e  state. W h e n  a n y  of that l and is c o m m i t t e d  to a u nit 

a g r e e m e n t  i n v o l v i n g  land s u b j e c t  to federal j u r i s d i c t i o n ,  the o p e r a t i o n  

of this c ha p t e r  o r  a part of this c h a pt e r  m a y  be s u s p e n d e d ,  if the unit 

o p e r a t i o n s  are r e g u l a t e d  b y  the U n i t e d  St a t e s  a n d  if the c o n s e r v a t i o n  of 

g e o t h e r m a l  r e s o u r c e s  is a c c o m p l i s h e d  under the u n i t  a g r ee m e n t .

Sec. 4 1 . 0 6 . 0 3 0 .  R E S E R V O I R  M A N A G E M E N T . (a) T h e  c o m m i s s i o n e r  s hall

r e q u i r e  the f i l i n g  and a p p r o v a l  of a pla n  of d e v e l o p m e n t  a n d  o p e r a t i o n

o n  e a c h  p r o d u c i n g  g e o t h e r m a l  s y s t e m  and may i s s u e  w e l l - s p a c i n g  and 

p o o l i n g  orders, li m it s  on p r o d u c t i o n ,  and r e i n j e c t i o n  r e q u i r e m e n t s ,  in 

o r d e r  to p r e v e n t  waste, p r o m o t e  m a x i m u m  e c o n o m i c  r e c o v e r y ,  and p r o t e c t  

c o r r e l a t i v e  r i g h t s .

(b) L e s s e e s  of all or p a r t  of a g e o t h e r m a l  s y s t e m  m a y  e nter into a 

u n i t  a g r e e m e n t  f o r  c o o p e r a t i v e  de v e l o p m e n t ,  w i t h  the a p p r o v a l  of the 

c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  m a y  s u s p e n d  o r  m o d i f y  the a p p r o v e d  

d e v e l o p m e n t  p l a n  in a c c o r d a n c e  w i t h  the u n i t  a g r e e m e n t .

(c) If t h e  owners of at l east t w o - t h i r d s  of the l e a s e h o l d  i n­

ter e s t s  in a g e o t h e r m a l  s y s t e m  r a t i f y  a u n i t  a g r e e m e n t  a p p r o v e d  b y  the 

c o m m i s s i o n e r ,  t h e  c o m m i s s i o n e r  m a y  en f o r c e  t h e  a g r e e m e n t  as to less e e s
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not a p a r t y  t o  t h e  a g r e e m e n t  b y  a l l o c a t i n g  p r o d u c t i o n  u n d e r  the p r i n­

ciple o f  c o r r e l a t i v e  r i g h t s  a n d  b y  a p p o r t i o n i n g  c o s t s  a n d  r e v e n u e s .

(d) L e a s e  o p e r a t i o n s  u n d e r  a n  a p p r o v e d  d e v e l o p m e n t  p l a n  or u nit 

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

r e q u i r e m e n t s .

Sec. 4 1 . 0 6 . 0 4 0 .  D R I L L I N G  R E G U L A T I O N S .  (a) T h e  c o m m i s s i o n e r  s h a l l  

adopt r e g u l a t i o n s  in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act 

(AS 4 4 . 6 2 )  r e l a t i n g  to the s i t i n g ,  s p a c i n g ,  d r i l l i n g ,  casi n g , c e m e n t i n g ,  

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

w e l l s  so as t o  p r e v e n t

(1) g e o t h e r m a l  r e s o u r c e s ,  w a t e r  or o t h e r  fluids, a n d  g a s e s  

fro m  e s c a p i n g  i n t o  s t r a t a  o t h e r  t h a n  t h a t  in w h i c h  t h e y  are f o u n d  ( u n­

less in a c c o r d a n c e  w i t h  a n  a p p r o v e d  r e i n j e c t i o n  p r o g r a m )  ;

(2) c o n t a m i n a t i o n  o f  s u r f a c e  a n d  g r o u n d w a t e r ;

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

c r o a c h m e n t  o r  o t h e r w i s e ;

(4) b l o w o u t s ,  c a v i n g s  an d  s e e p a g e ;  a n d

(5) u n r e a s o n a b l e  d i s t u r b a n c e  o r  i n j u r y  to n e i g h b o r i n g  p r o p e r ­

ties, p r i o r  w a t e r  rights, h u m a n  life, h e a l t h  a n d  the n a t u r a l  e n v i r o n­

men t  .

(b) T h e  c o m m i s s i o n e r  s h a l l  c a u s e  t h e  o p e r a t o r  of a g e o t h e r m a l  wel! 

or w e l l s  t o  f i l e  a d e q u a t e  i n d i v i d u a l  or b l a n k e t  s u r e t y  b o n d s  to e n s u r e  

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

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

vate, t o  i n s p e c t  a g e o t h e r m a l  o p e r a t i o n  f o r  c o m p l i a n c e  w i t h  h i s  r e g u­

la t i o n s  .

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

c h a p t e r  a r e  e x e m p t  f r o m  the j u r i s d i c t i o n  of t h e  A l a s k a  Oil  a n d  Gas 

C o n s e r v a t i o n  C o m m i s s i o n  u n d e r  A S  3 1 . 0 5 . 0 3 0 ( g ) .
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Sec. 4 1 . 0 6 . 0 5 0 .  R E L A T I O N S H I P  OF G E O T H E R M A L  R E S O U R C E S  TO WAT E R .

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

w e l l  or g r o u p  of w e l l s  to be o p e r a t e d  in concert, file an a p p l i c a t i o n  

w i t h  t h e  c o m m i s s i o n e r  for  a p p r o v a l  to d rill the w e l l  or wells. T h e  date 

of f i l i n g  of the a p p l i c a t i o n  e s t a b l i s h e s  p r i o r i t y  as to later a p p r o -  

p r i a t o r s  o f  n o n - g e o t h e r m a l  fluids. T h e  a p p l i c a t i o n  m u s t  c o n t a i n  s u f f i­

cient i n f o r m a t i o n  t o  e n a b l e  the c o m m i s s i o n e r  to d e t e r m i n e  w h e t h e r  the 

o p e r a t i o n  o f  the w e l l  or w e l l s  will i n t e r f e r e  w i t h  or impair a prior 

w a t e r  ri g h t .

(b) A n  o p e r a t o r  m a y  not b e g i n  w e l l  d r i l l i n g  or c o n s t r u c t i o n  w i t h­

out the a p p r o v a l  o f  th e c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  shall ap p r o v e  

the w e l l  c o n s t r u c t i o n  u p o n  the c o n d i t i o n s  he c o n s i d e r s  n e c e s s a r y  to 

p r o t e c t  t h e  p u b l i c  i n t e r e s t ,  if

(1) th e  p r o p o s e d  g e o t h e r m a l  o p e r a t i o n  w i l l  not s i g n i f i c a n t l y

i n t e r f e r e  w i t h  or s u b s  tant i.al ly imp a i r  a p r i o r w a t e r  right;

(2) the g e o t h e r m a l  owner has a c q u i r e d  t h r o u g h  p u r c h a s e  or 

c o n d e m n a t i o n  a d e q u a t e  w a t e r  ri g h ts  to o f f s e t  the p o t e n t i a l  i n t e r f e r e n c e  

or i m p a i r m e n t ;  or

(3) t h e  g e o t h e r m a l  owner has o b t a i n e d  a n d  d e d i c a t e d  to the

a f f e c t e d  p a r t y  o r  p a r t i e s  an e q u i v a l e n t  a m o u n t  of r e p l a c e m e n t  w a t e r  of

c o m p a r a b l e  q u a l i t y .

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

doe6 not r e q u i r e  a c e r t i f i c a t e  of a p p r o p r i a t i o n  u n d e r  AS 4 6 . 1 5  an d  no 

p r i o r i t y  m a y  be e s t a b l i s h e d  a mo n g  g e o t h e r m a l  o w n e r s  in a g e o t h e r m a l  

system.

Sec. 4 1 . 0 6 . 0 6 0 .  D E F I N I T I O N S .  In this c h a p t e r

(1) " c o m m i s s i o n e r "  means the c o m m i s s i o n e r  of n a t u r a l  r e­

so u r c e s  ;

(2) " c o r r e l a t i v e  r i g ht s "  m e a n s  the r i g h t  of eac h  g e o t h e r m a l
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o w n e r  in a g e o t h e r m a l  s ys t e m  to p r o d u c e  w i t h o u t  w a s t e  his just and 

e q u i t a b l e  share of the g e o t h e rm a l  r e sources in the g e o t h e r m a l  system;

(3) " g e o t h e r m a l  fluid" means b r i n es ,  w ater and s te a m  at 

t e m p e r a t u r e s  g r e a t e r  t h a n  120 degr e e s C e l s i u s n a t u r a l l y  pres e nt  in a 

g e o t h e r m a l  system;

(A) " g e o t h e r m a l  r es o u r c e s "  m eans the natural he a t  of the 

e a r t h at t e m p e r a t u r e s  grea t e r  t h a n  120 d e g r e e s  Celsius, m e a s u r e d  at the 

p oint w h e r e  the h i g h e s t - t e m p e r a t u r e  res o u r c e s  e n c o u n t e r e d  enter or 

contact a well shaft or other re s o u r c e  e x t r a c t i o n  device, and includes

(A) the energy, i n c l u d in g  pre s su r e ,  in w h a t e v e r  form 

pres e n t  in, r e s u l t i n g  from, created by, or that m a y  be e x tracted 

f rom that n a t u r a l  heat;

(B ) the m a t erial medium, i n c l u d i n g  the brines, w a t e r  a m  

s t e a m  n a t u r a l l y  present, as well as the fluids or subst a n c es  a r t i­

fici a l l y  i n t r o d u c e d  to s erve as a h e a t  t ra nsfer medi u m;  and

(C) all d i s s o l v e d  or e n t r a i n e d  m i n e r a l s  and gases that 

m a y  be o b t a i n e d  fro m  the m a t e r i a l  m e d i u m ,  but e x c l u d i n g  h y dr o c a r b o  

s u b s t a n c e s  and helium.

(5 ) " g e o t h e r m a l  s y s t e m "  means a stratum, pool, reservoir, or 

other g e o l o g i c  f o r m a t i o n  c o n t a i n i n g  g e o t h e r m a l  r e s o u r c es  ;

(6 ) " o p e r a t o r "  means a per s o n  drilling, m a i n t a i n i n g ,  o p e r a t­

ing, p rod u ci n g ,  or in control o f  a well;

(7) " o w n e r "  means a p e r s o n  who, b y  r e a s o n  of an interest in

real pr operty, has the right to drill into, produce, an d  make use of

g e o t h e r m a l  r e s o u r c e s ;

(8) " w a s t e "  means a n  inefficient, e x cessive, or improper 

produc ti o n ,  use, o r  d i s s i p a t i o n  of g e o t h e r m a l  reso u rc e s ,  including, but 

not l i m i t e d  to,

(A) drilling, t r a n s p o r t i ng ,  or s t o r a g e  m e t h o d s  that 
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c a u s e  or t e n d  to c a u s e  u n n e c e s s a r y  s u r f a c e  loss of g e o t h e r m a l  

r e s o u r c e s ;

(B) l o c a t i n g , s pa c i n g ,  dri ll i n g ,  e q u i p p i n g ,  o p e r a t i n g , 

p r o d u c i n g ,  or v e n t i n g  of a w e l l  in a m a n n e r  tha t  r e s u l t s  or tends 

to r e s u l t  in r e d u c i n g  the u l t i m a t e  e c o n o m i c  r e c o v e r y  of g e o t h e r m a l  

r e s o u r c e s ;

(9) " w e l l "  m e a n s  a w e l l  drilled, c on v e r t e d ,  or r e a c t i v a t e d  

for the d i s c o v e r y ,  t e s ti n g ,  p r o d u c t i o n ,  or s u b s u r f a c e  i n j e c t i o n  of 

g e o t h e r m a l  r e s o u r c e s .

* Sec. 7. AS 4 1 . 0 8 . 0 2 0 ( a )  is a m e n d e d  to read:

(a) T h e  s t a t e  g e o l o g i s t  s h a l l  condu c t  g e o l o g i c a l  an d  g e o p h y s i c a l  

s u r v e ys  to d e t e r m i n e  the p o t e n t i a l  of A l a s k a n  lands for p r o d u c t i o n  of 

metals, m i n e r a l s ^  [AND] f u e l s , a n d  g e ot h e r m a l  r e s o u r c e s ; the loc a ti o n s  

and s u p p l i e s  of g r o u n d  w a t e r s  a n d  c o n s t r u c t i o n  m a t e r i a l s !  the p o t e n t i a l  

g e o l o g i c  h a z a r d s  to b u i l d i n g s ,  roads, b r i d g e s  and o t h e r  i n s t a l l a t i o n s  

and s t r u c t u r e s )  an d  s h a l l  c o n d u c t  such o t h e r  s u r v e y s  an d  i n v e s t i g a t i o n s  

as w i l l  a d v a n c e  k n o w l e d g e  of the g e o l o g y  of Alaska. W i t h  the a pp r o v a l  

of the c o m m i s s i o n e r ,  the s t at e  g e o l o g i s t  m a y  ac q u i r e ,  by gift or p u r­

chase, g e o l o g i c a l  and g e o p h y s i c a l  reports, s u r v e y s  a n d  s i m i l a r  i n f o r m a­

tion.

* Sec. 8. AS 4 6 . 1 5 . 1 2 0  is a m e n d e d  to read:

Sec. 4 6 . 1 5 . 1 2 0 .  C E R T I F I C A T E S .  U p o n  c o m p l e t i o n  of c o n s t r u c t i o n  of 

the w o r k s  a n d  c o m m e n c e m e n t  of u s e  of water, the p e r m i t  h o l d e r  shall 

n o t i f y  the c o m m i s s i o n e r  t hat h e  has p e r f e c t e d  his a p p r o p r i a t i o n .  If th« 

c o m m i s s i o n e r  d e t e r m i n e s  t hat the a p p r o p r i a t i o n  has b e e n  p e r f e c t e d  in 

s u b s t a n t i a l  a c c o r d a n c e  w i t h  the permit, h e  shall i s s u e  the p e r m i t  holdei 

a c e r t i f i c a t e  of a p p r o p r i a t i o n .  T h e  c e r t i f i c a t e  s h a l l  set out any c o n­

di t i o n  w h i c h  [SUCH I N F O R M A T I O N  AS] the c o m m i s s i o n e r  m a y  p r e s c r i b e  b y  

r e g u l a t i o n ,  i n c l u d i n g  c o n d i t i o n s  that are n e c e s s a r y  to p r o t e c t  the c o r -
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r e l a t i v e  r i g h t s  of t h e  o w n e r s  of g e o t h e r m a l  r e s o u r c e s  as d e f i n e d  i n  

A S  4 1 . 0 6 . 0 6 0 ( 2 ) .

* Sec. 9. A S  4 6 . 1 5 . 2 6 0 ( 5 )  is a m e n d e d  t o  r e a d :

(5) " w a t e r "  m e a n s  a l l  w a t e r  o f  t h e  s t a t e ,  s u r f a c e  a n d  s u b s u r  

f a c e  [ S U B S U R F A C E S ] ,  o c c u r r i n g  i n  a n a t u r a l  s t a t e ,  e x c e p t  m i n e r a l  a n d  

m e d i c i n a l  w a t e r ;
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