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I N  TH E  H O U S E  BY TH E  R E S O U R C E S  C O M M I T T E E

CS F O R  S P O N S O R  S U B S T I T U T E  FOR H O U S E  BILL NO. 779

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

A BILL

F o r  an Ac t ent i tl e d :  " A n  A c t  r e l a t i n g  to s t a t e  r e s o u r c e s  a n d  the d e v e l o p m e n t

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

B E  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  O F  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 public

i n t e r e s t  to fo s t e r  an d p r o m o t e  the d i s c o v e r y ,  d e v e l o p m e n t ,  p r o d u c t i o n ,  p r i­

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

m a n n e r  that will p r e v e n t  w a s t e ,  p r o v i d e  for m a x i m u m  e c o n o m i c  r e c o v e r y ,  p r o­

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

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. 3 8 . 0 5 . 1 2 5 .  R E S E R V A T I O N .  E a c h  c o n t r a c t  for the sale, lease or

g r a n t  of s t a t e  land, a n d  e a c h  d e e d  to s t a t e  land, p r o p e r t i e s  or i n t e r e s t 

in state land, m a d e  u n d e r  AS 3 8 . 0 5 . 3 1 5  - 38.05.325, 3 8 . 0 5 . 0 4 5  - 3 8. 0 5 . - 

120, AS 38.08, or AS 3 8 . 5 0  e x c e p t  a £  p r o v i d e d  in AS 3 8 . 5 0 . 0 5 0  is s u b j e c t  

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  and  r e s e r v e s  out o f  the g r a n t  h e r e b y  

m ade, u nt o  itself, its lessees, s u c c e s s o r s ,  and a s s i g n s  fo r ever, all 

oils, gases, 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  of e v e r y  name, k i n d  or d e s c r i p t i o n ,  a n d  w h i c h  m a y  

b e  in or u p o n  s a i d  l ands a b o v e  d e s c r i b e d ,  or any p a r t  t h e r e o f ,  and the 

r i g h t  to e x p l o r e  the sam e  for s u c h  oils, gases, coal, o res, minerals, 

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 ,  and fo s s i l s ,  a n d  it al s o  

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

itself, its le s s e e s ,  s u c c e s s o r s ,  and  a s s i g n s  forever, the r ight to e n t e r
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by  itself, its or their agents, a t t o r n e y s ,  and s e r v an t s  upo n  said lands, 

or any part or parts th e reof, at a n y  a n d  all times for the p u r p o s e  of 

op e n i n g ,  de v e l o p i n g ,  dri l l i n g , and w o r k i n g  mines or w e l l s  on these or 

o t h e r  lands an d  taking o u t  and r e m o v i n g  t h e r e f r o m  all such oils, gases, 

coal, ores, m i n er 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 thermal resources, and 

fossils, and to that e n d  it f u r t h e r  e x p r e s s l y  reserves out of the grant 

h e r e b y  made, u n t o  itself, its lessees, su cc e s s o r s ,  and a s s ig n s  forever, 

the right by its or t h e i r  agents, s e r v a n t s  and a t t o r n e y s  fATTORNEY] at 

an y  and all t imes to erect, const r u ct ,  m a i n t a i n ,  and u s e  all such  b u i l d­

ings, m a c h i n e r y ,  roads, pipelines, p o w e r l i n e s ,  and railr o ad s ,  sink  such 

shafts, d rill such  wells, remove s uch soil, and to r e m a i n  on said lands 

or any 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  and to o c c u p y  as m u c h  of 

sai d lands as m a y  be n e c e s s a r y  or c o n v e n i e n t  for such 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, s uccessors, and a s signs, as 

a f o r e s a i d ,  g e n e r a l l y  all rights and p o w e r  in, to, and over said 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  

an d  rights 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 3.8.05.130 is amended to read:

Sec. 38.05.130. D A M A G E S  AND P O S T I N G  O F  BOND. No rights s hall be 

e x e r c i s e d  by the state, its lessees, s u c c e s s o r s  or a s s i g n s  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] until the state, its lessees, 

s u c c e s s o r s ,  or assigns m a k e  p r o v i s i o n  [PROVISIONS] to p a y  the o w n e r  of 

the land full paym e n t  for all d a m a g e s  s u s t a i n e d  by the owner, b y  r e a s o n  

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

gle c t s  to s e t t l e  the da m ages, the state, its lessees, su c ce s s o r s , 

a s s i gn s ,  or an a p p l i c a n t  for a l e as e  or c o n t r a c t  f r o m  the s tate for the 

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 r a 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 lease 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  upon t h e  l and in t h e  e x e r c i s e  of the 

r e s 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  b y  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, amount, an d  s e c u r i t y  to s e c u r e  to th e  o w n e r  p a y m e n t  for d a m a g e s ,  

a n d  m a y  i n s t i t u t e  l e g a l  p r o c e e d i n g s  in a c o u r t  w h e r e  t h e  land is located,  

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

* Sec. 4. AS 3 8 . 0 5 . 1 8 1  is r e p e a l e d  and r e - e n a c t e d  to r e a d :

Sec. 3 8 . 0 5 . 1 8 1 .  G E O T H E R M A L  R ES O U R C E S .  (a) P e r m i t s  and l e a s 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 ,  under r e g u l a t i o n s  h e  adopts, g r a n t  

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

d e v elop, 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 t h e  s u r f a c e  par c el  

is h e l d  b y  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

fe 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  pe r m i t  or l e a s e  for the a r e a  

u n d e r l y i n g  the s u r f a c e  parcel. 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 er  r e c e i v i n g  n o t i c e  o f  the a p p l i c a­

tion for a p e r m i t ,  o r  by a g r e e i n g  to m e e t  t h e  terms o f  a bid w i t h i n  60 

d ay s  a f t e r  r e c e i v i n g  n o t i c e  o f  th e a c c e p t a n c e  of the b i d  for a lease.

(b) C o m p e t i t i v e  g e o t h e r m a l  areas. 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 e a .  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  must be o n  the 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  or o n  the 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 t h e  area.

(c) P r o s p e c t i n g  p e rm i t s .  O n  state l a n d  that h a s  not 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 ,  

the c o m m i s s i o n e r  m a y  issue a p r o s p e c t i n g  p e r m i t  to t h e  f irst 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  right, f o r  a p e r i o d  of two 

y ears, to p r o s p e c t  for 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  l a n d  i n c l u d e d  u n d e r  

the p e r m i t.  T h e  c o m m i s s i o n e r  may, 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  

for 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  o f  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  th e  s h o w i n g  of a d i s c o v e r y  o f  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  the 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

a b l e  to t h e  c o m m i s s i o n e r ,  to 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 o y a l t y  r a t e  u n d e r  (g) of this 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  n o t  l a t e r  t h a n  30 d ays a f t e r  the e x p i r a t i o n  

o f  t h e  p e r m i t .  If t h e  l a n d  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  t h e  p e r m i t  term, t h e  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  l e a s e w i t h i n  30 d a y s  a f t e r  n o t i f i c a t i o n  of 

t h e  d e s i g n a t i o n  or f o r f e i t  h i s  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  l a n d  that 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 n o t s u b j e c t  to a n  e x i s t i n g  p r o s p e c t­

ing  p e r m i t ,  t h e  c o m m i s s i o n e r  m a y  i s s u e  g e o t h e r m a l  l e a s e s  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  b y  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 b y  o r a l  or s e a l e d  bid, o n  the b a s i s  of a c a s h  bonus, 

p r o f i t  s h a r e ,  o r  r o y a l t y  share.

(e) A c r e a g e  l i m i t a t i o n s  a n d  r e n t a l s .  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  l e a s e s  g r a n t e d  u n d e r  t h i s  s e c t i o n  must, e x c e p t  i n  the c a s e  o f  

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 th i s  s e c t i o n ,  be 

i s s u e d  for at l e a s t  4 0  a c r e s  b u t  n o t  m o r e  t h a n  2 , 5 6 0  a c r e s .  A p e r s o n  

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

t h a n  5 1 , 2 0 0  a c r 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  o r  u n d e r  a u n i t  o p e r a t i o n  or  w e l l  s p a c i n g  or p o o l i n g  

a r r a n g e m e n t ,  do n o t  c o u n t  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  l e a s e s  a r e  s u b j e c t  to a n  a n n u a l  r e n t a l ,  

p a y a b l e  in a d v a n c e ,  o f  $3 p e r  a c r e .  T h e  r e n t a l  f o r  a y e a r  s h a l l b e  

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  f o r  t h a t  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  l e a s e  s h a l l  be
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i s s u e d  for a p r i m a r y  t erm o f  10 y e a r s  and m a y  be r e n e w e d  f o r  an a d d i­

ti o n a l  t e r m  of fiv e  y e a rs  if the les s ee  is a c t i v e l y  e n g a g e d  in d r i l l i n g  

o p e r a t i o n s .  A g e o t h e r m a l  le a s e  is v al i d  for the d u r a t i o n  o f  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 y e a r s  a f t e r  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  a n d  at 1 0 - y e a r  i n t e r v a l s  t h e r e a f te 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  r o y a l t i e s  due on a g e o t h e r m a l  lease.

(g) R o y a l t i e s .  Each g e o t h e r m a l  lease shall be c o n d i t i o n e d  u p o n  

p a y m e n t  b y  the l e s s e e  of a r o y a l t y  of not less than 10 p e r c e n t  but not 

m o r e  t h a n  15 p e r c e n t  of the g r o s s  r e v e n u es  d e r i v e d  f r o m  th e  p r o d u c t i on ,  

sale, or use of g e o t h e r m a l  r e s o u r c e s  u nder the lease. R o y a l t i e s  m a y  be 

t a k e n  in k i n d  r a t h e r  t han in v a l u e  if the c o 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 k ind w o u l d  be in th e  b e s t  i nt e r e s t  of the st a te .

(h) R e g u l a t i o n s .  R e g u l a t i o n s  a d o p t e d  by 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  s h a l l  be a d o p t e d  in a c c o r d a n c e  w i t h  the A d m i n i s­

tr a t i v e  P r o c e d u r e  Act (AS 4 4 . 62 ) .

* Sec. 5. AS 3 8 . 0 5 . 3 6 5  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

(24) " g e o t h e r m a l  r e s o u r c e s "  m eans the n a t u r a l  h e a t  of the 

e a r t h  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 d e g r e e 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  e n c o u n t e r e d  e n t e r or 

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

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

p r e s e n t  in, r e s u l t i n g  from, c r e a t e d  by, or that m a y  b e  e x t r a c t e d  

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

(B) the m a t e r i a l  medium, i n c l u d i n g  the g e o t h e r m a l  f l u i d  

n a t u r a l l y  p r e s e n t ,  as w e l l  as s u b s t a n c e s  a r t i f i c i a l l y  i n t r o d u c e d  to 

s e r v e  as a h e a t  t r a n s f e r  m e d i 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  a n d  gases that 

m a y  be o b t a i n e d  f r o m  t h e  m a t e r i a l  m e d iu m ,  but 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  h e l i u m .
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* Sec. 6. AS 41 is a m e n d e d  by a d d i n g  a n e 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 .

Se c .  4 1 . 0 6 . 0 1 0 .  W A S T E  PROHIB I T E D.  T h e  w a s t e  of g e o t h e r m a l  r e ­

sou r c e s  in the s t a t e  is p r o h i b i te d .

Sec .  4 1 . 0 6 . 0 2 0 .  A P P L I C A T I O N ,  (a) T h e  c o m m i s s i o n e r  has j u r i s­

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

c a r r y  o u t  the p u r p o s e s  a n d  intent of this chapter.

(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 p r i v a t e , 

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  subject to the 

p o l i c e  p ower of the state. W h e n  any of t hat land is c o m m i t t e d  to a unit 

a g r e e m e n t  i n v o l v i n g  lan d  s u bj e c t  to f e d er a l  j u r i s d i c t i o n ,  the o p e r a t i o n  

of t h i s  chapter or a par t  of this chap t e r  m a y  be s u spended, if the u n i t  

o p e r a t i o n s  are r e g u l a t e d  b y  the Un i t e d  S t a t e s  and 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  u n d e r  the unit agreement.

(c) The p r o v i s i o n s  of this chapter a p p l y

(1) w h e n  a p e r s o n  e n g a g e d  in d r i l l i n g  a c t i v i t y  not s u b j e c t  to 

the p r o v i s i o n s  o f  this chapt e r  e n c o u n t e r s  g e o t h e r m a l  fluid or w a t e r  of 

s u f f i c i e n t  h e a t  or p r e s s u r e  to c o n s t i t u t e  a threat to h u m a n  life o r  

h e a l t h ,  unless the d r i l l i n g  o p e r a t i o n  is s u b j e c t  to oil and gas d r i l l i n g  

r e g u l a t i o n  u n d e r  AS 3 1 . 0 5 1

(2) in a r e a s  and u n d e r  c o n d i t i o n s  in 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  that d r i l l i n g  a c t i v i t y  may e n c o u n t e r  g e o t h e r m a l  f l u i d o r  

w a t e r  of s u f f i c i e n t  h e a t  or p r e s s u r e  to c o n s t i t u t e  a threat to h u m a n  

lif e o r  health.

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

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

p o o l i n g  orders, limits o n  p roduction, a n d  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  wa s t e ,  p r o m o t e  m a x i m u m  e c o n o m i c  r e covery, and p r o t e c t
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c o r r e l a t i v e  rights.

(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 n t e r  i n t o  a 

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

c o m m i s s i o n e r .  Th e  c o m m i s s i o n e r  m a y  s u s p e n d  or 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 the o w n e r s  of at least 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 ,  the c o m m i s s i o n e r  m a y  e n f o r c e  the a g r e e m e n t  as to l e s s e e s  

n o t  a p a r t y  to the 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  th e  p r i n ­

ci p l e  of c o r r e l a t i v e  r i g h t s  a n d  by a p p o r t i o n i n g  c o s t s  and 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  an a p p r o v e d  d e v e l o p m e n t  p l a n  o r  u n i t  

a g r e e m e n t  ar e  c o n s i d e r e d  to b e  in 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

a d o p t  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  Ac t  

(AS 44 . 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 ,  casing, c e m e n t i n g ,  

t e s t i n g ,  logging, 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 to 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  

f r o m  e s c a p i n g  into s t r a t a  o t h e r  tha n that 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  d e g r a d a t i o n  o f  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  or 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  a nd  s e e p a g e ;  and

(5) unreasonable disturbance or injury to neighboring p r oper­

ties, prior water rights, human life, health and the natural environ­

ment.

(b) The commissioner shall cause the operator of a geothermal well

-7- C S S S H B  779
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o r  w e l l s  to 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  s h a l l  r e q u i r e  a g e o t h e r m a l  o p e r a t o r  to n o t i f y  

the d e p a r t m e n t  if th e  o p e r a t o r  d i s c o v e r s  s i g n i f i c a n t  q u a n t i t i e s  o f  

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

(d) 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, to 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  fo 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  .

(e) G e o t h e r m a l  f l u i d  a n d  w a t e r  of s u f f i c i e n t  h e a t  or p r e s s u r e  to 

c o n s t i t u t e  a t h r e a t  to h u m a n  l ife or h e a l t h ,  w h i c h  are r e g u l a t e d  b y  the 

c o m m i s s i o n e r  u n d e r  t h i s  c h a p t e r ,  ar 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 the 

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  AS 3 1 . 0 5 . 0 3 0 ( g ) .

Sec. 4 1 . 0 6 . 0 5 0 .  R E L A T I O N S H I P  O F  G E O T H E R M A L  R E S O U R C E S  T O  WA T 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  o r  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  o r  g r o u p  of w e l l s  to be o p e r a t e d  in c o n c e r t ,  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 r i l l  th e  w e l l  or w e l l s .  Th e  d a t e  

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 l a t e r  a p p r o -  

p r i a t o r s  of n o n - g e o t h e r m a l  f l u i d s .  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

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

w a t e r  right.

(b) A n  o p e r a t o r  m a y  n o t  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  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  s h a l l  a p p r o v e  

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

(1) t h 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  n o t  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  o r  s u b s t a n t i a l l y  i m p a i r  a p r i o r  w a t e r  r i g h t ;

(2) t h e  g e o t h e r m a l  o w n e r  h a s  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  r i g h t s  to o f f s e t  t he  p o t e n t i a l  i n t e r f e r e n c e
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or i m p a i r m e n t ;  or

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

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

of c o m p a r a b l e  quality.

(c) G e o t h e r m a l  f l u id  is not s u b j e c t  to a p p r o p r i a t i o n  u nder 

AS 4 6 . 1 5  a n d  n o  p r i o r i t y  m a y  be e s t a b l i s h e d  among g e o t h e r m a l  owners in a 

g e o t h e r m a l  syst e m .

Sec. 4 1 . 0 6 . 0 6 0 .  D E F I N I T I O N S .  In t h i s  chapter

(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

s o u r c e s  ;

(2) " c o r r e l a t i v e  rights" m e a n s  the right of each g e o t h e r m a l  

o w n e r  in a g e o t h e r m a l  s y s t e m  to p r o d u c e  without w a s t e  his j u s t  and 

e q u i t a b l e  s h a r e  of the g e o t h e r m a l  r e s o u r c e s  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" m e a n s  liquids and s t e a m  at t e m p e r a­

tu r e s  g r e a t e r  than 120 d e g r e e s  Celsius n a t u r a l l y  p r e s e n t  in a g e o t h e r m a l  

system;

(4) " g e o t h e r m a l  r es o u r c e s "  m e a n s  the n a t u r a l  h e a t  of the 

e a r t h  at t e m p e r a t u r e s  g r e a t e r  than 120 degrees C e l s iu s ,  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  e n c o u n t e r e d  e n t e r  or 

c o n t a c t  a w e l l  or o t h e r  r e s o u r c e  e x t r a c t i o n  device, and i n c l u d e s

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

p r e s e n t  in, r e s u l t i n g  from, c r e a t e d  by, or tha t  m a y be e x t r a c t e d  

fro m t h a t  n a t u r a l  heat;

(B) t h e  m a t e r i a l  m e d i u m ,  including the g e o t h e r m a l  f l u i d  

n a t u r a l l y  p r e sent, as w ell as s u b s t a n c e s  a r t i f i c i a l l y  i n t r o d u c e d  to 

s e r v e  as a h e a t  t r a n s f e r  medium; a n d

(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  a n d  g a s e s  that 

m a y  b e  o b t a i n e d  f r o m  the m a t e r i a l  medium, but  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  and h e l i u m .
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(5) " g e o t h e r m a l  s y s t e m "  m e a n s  a stratum, pool, reservoir, or 

o t h e r  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  reso ur c e s ;

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

ing, prod u c i n g ,  or in control of a well;

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

real p r operty, ha s  the right to drill into, produce, and m a k e  use of 

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

(8) " w a s t e "  means an i n e f f ic i e n t ,  exce s s i v e , o r  improper 

p r o d u c t i o n ,  use, or d i s s i p a t i o n  of g e o t h e r m a l  resou r c e s ,  including, but 

not limi t ed  to,

(A) drilling, t r a n s p o r t i n g ,  or stor a g e  m e t h o d s  that 

c ause or ten d  to cause u n n e c e s s a r y  surface loss of g e o t h e r m a l  

r e s o u r c e s ;

(B) locating, spacing, drilling, e q u i p p i n g ,  operating, 

p roducing, or v e n t i n g  of a well in a ma nn e r  that r e s u l t s  or tends 

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

r e s o u r c e s ;

(9) " w e l l "  means a w e l l  drilled, c onverted, or r e a c t i v a t e d  

for the d i s c o v e r y , testing, 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 so u r c e s .

* Sec.. 7. AS 41.0 8 . 0 2 0 (a )  is a m e n d e d  to read:

(a) T h e  s t a t e  ge o l o g i s t  shall c o n d u c t  g e o l o g i c a l  a n d  g e o p h y s i c a l 

surveys 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 , an d  g e o t h e r m a l  r e s o u r c e s ; the locations 

and s u p p l i e s  of g r o u n d  w a t e r s  and c o n s t r u c t i o n  m a t e r i a l s ;  the po 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 ildings, roads, b r i d g e s  an d  o t h e r  i n s t a l l a t i o n s  

and struct u r es ;  a n d  shall c o n d u c t  s u c h  o ther surv e y s  a n d  i n v e s t i g a t i o n s  

as w ill 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 p p r o v a l  

of the c o m m i s s i o n e r ,  the s t a t e  g e o l o g i s t  ma y  acquire, b y  gift or p ur-
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chase, g e o l o g i c a l  a n d  g e o p h y s i c a l  r e p o r ts ,  surv e y s  a n d  s i m i l a r  i n f o r m a­

tion,

* Sec. 8. AS 46.15 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 6 . 1 5 . 1 4 5 .  T E R M I N A T I O N  OF P E RMITS. (a) If the c o m m i s s i o n e r  

h a s  r e a s o n  to b e l i e v e  that a p e r s o n  w h o  h o l d s  an a p p r o p r i a t i o n  p e r m i t  

u n d e r  this c h a p t e r  is w i l f u l l y  v i o l a t i n g  or has w i l f u l l y  v i o l a t e d  a 

term, c o n d i t i o n ,  r e s t r i c t i o n  or l i m i t a t i o n  of his p e r m i t ,  h e  m a y  

c o m m e n c e  p r o c e e d i n g s  to t e r m i n a t e  the a p p r o p r i a t i o n  p e r m i t  u n d e r  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 . 3 3 0  - 4 4 . 6 2 . 6 3 0 ) .

(b) W h e n  a n  a p p r o p r i a t i o n  p e r m i t  is t e r m i n a t e d  u n d e r  this secti o n,  

th e  a p p r o p r i a t i o n  o f  w a t e r  m a d e  by the p e r m i t  r e v e r t s  to t he  s t a t e  and 

b e c o m e s  u n a p p r o p r i a t e d  water.

* Sec. 9. 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  an d  c o m m e n c e m e n t  of use of w a t e r ,  the p e r m i t  h o l d e r  s h a l l 

n o t i f y  the c o m m i s s i o n e r  that 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 the

c o m m i s s i o n e r  d e t e r m i n e s  that the a p p r o p r i a t i o n  h a s  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  h o l d e r  

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  a n y  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  by 

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  tha t  a r e  n e c e s s a r y  to p r o t e c t  the p r i o r  

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

* Sec. 10. AS 4 6 . 1 5 . 2 6 0 ( 5 )  is a m e n d e d  to read:

(5) " w a t e r "  m e a n s  all w a t e r  o f  the sta t e ,  s u r f a c e  and  s u b s u r­

fa c e  [ S U B S U R F A C E S ] ,  o c c u r r i n g  in a n a t u r a l  state, e x c e p t  m i n e r a l  and 

m e d i c i n a l  water;

* Sec. 11. AS 4 6 . 1 5 . 2 6 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(9) " m i n e r a l  an d m e d i c i n a l  w a t e r "  m e a n s

(A) w a t e r  o f  a h o t  s p r i n g  or s p r i n g  w i t h  c u r a t i v e  pro-
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p e r t i e s  w h i c h  h a s  b e e n  r e s e r v e d  by the f e d e r a l  g o v e r n m e n t  u n d e r  

P u b l i c  L a n d  O r d e r  No. 399; a n d

(B) g e o t h e r m a l  f l u i d ,  as the t e r m  is d e f i n e d  in A S  4 1 . -

0 6 . 0 6 0 .
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