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I n t r o d u c e d :  3/11/80
R e f e r r e d :  Res o u r c es

IN T H E  H O U S E  BY T H E  R E S O U R C E S  C O M M I T T E E

H O U S E  BIL L  NO. 955 

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

For an Ac t  entitled: "A n  Act r e l a t i n g  to coal e x p l o r a t i o n  and l e a s i ng  on

s t a t e  land."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S TATE O F  ALAS K A :

* S e c t i o n  1. AS 3 8 . 0 5 . 1 5 0  is r e p e a l e d  and r e - e n a c t e d  to read:

Sec. 3 8 . 0 5 . 1 5 0 .  COAL. Rights to coa l  in s tate land ma y  he a c ­

qu i r e d  by

(1) p r o s p e c t i n g  perm i t s under A S  3 8 .05.151; or

(2) c o m p e t i t i v e  leases under AS 3 8 .05.152.

* Sec. 2. AS 3 8 . 0 5  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

Sec. 3 8 . 0 5 . 1 5 1 .  COA L  P R O S P E C T I N G  P E R M I T S .  (a) If p r o s p e c t i n g  or 

e x p l o r a t i o n  w o r k  is n e c e s s a r y  to d e t e r m i n e  th e e x i s t e n c e  or w o r k a b i l i t y  

of coal d e p o s i t s  in an u n l e a s e d  or u n d e v e l o p e d  are a  of s tate land, the 

c o m m i s s i o n e r  m a y  issue to an a p p l i c a n t  a p r o s p e c t i n g  p e r m i t  for a t e r m  

of two years c o v e r i n g  a tract of land n o t  e x c e e d i n g  5,120 acres. If 

w i t h i n  the t e r m  of the p e r m i t  the p e r m i t t e e  d e m o n s t r a t e s  to the c o m m i s­

si o n e r  that the tract of land c on t a i n s  a coa l  depo s i t  and s u bm i t s  a 

s a t i s f a c t o r y  m i n i n g  pla n  for r e c o v e r y  of the coal, the p e r m i t t e e  is

e n t i t l e d  to a lease u nder AS 3 8 . 0 5 . 1 5 3  fo r  all or part of the tract of

l a n d  cover e d  b y  his permit.

(b) A  p r o s p e c t i n g  p e r m i t  m a y  be e x t e n d e d  by the c o m m i s s i o n e r  for a 

p e r i o d  of t wo  y e a r s  if h e  finds that the p e r m i t t e e  has b e e n  unab l e ,  w i t h

th e  e x e r c i s e  o f  r e a s o n a b l e  d i ligence, to d e t e r m i n e  the e x i s t e n c e  or

w o r k a b i l i t y  o f  coal d e p o s i t s  in the t r a c t  of land c o v e r ed  b y  the p e r m i t  

or for o t h e r r e a s o n s  which, in the j u d g m e n t  o f  the co m m i s s i o ne r ,  w a r r a n t
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e x t e n s i o n .

S e c .  38.05.152. L E A S I N G  OF COA L  TRACTS. (a) S t a t e  l a n d  w h i c h  is

c l a s s i f i e d  b y  the d e p a r t m e n t  for coal d e v e l o p m e n t  s h a l l  be o f f e r e d  by

the c o m m i s s i o n e r  for c o m p e t i t i v e  coal leas i n g  if

(1) the lan d  is k n o w n  to c o n t a i n  c o m m e r c i a l  d e p o s i t s  of coalj

the d e t e r m i n a t i o n  of c o m m e r c i a l  q u a n t i t y  shall be b a s e d  o n  e s t i m a t e s  of 

the q u a n t i t y  and q u a l i t y  of coal d e r i v e d  f rom s a m p l e  a n a l y s i s  and m e a ­

s u r e m e n t s ,  and f r o m  g e o l o g i c  p r o j e c t i o n s ;

(2) g e o l o g i c a l  or g e o p h y s i c a l  surveys i n d i c a t e  the p r o b a b l e  

e x i s t e n c e  of c o m m e r c i a l  d e p o s i t s  of coal in the land;

(3) t here is s i g n i f i c a n t  i n t e r e s t  in c o m p e t i t i v e  l e a s i n g  of

t h e  l a n d  for coal e x p l o r a t i o n  or d e v e l o p m e n t ;

(4) the l a n d  is a v a i l a b l e  b e c a u s e  an e x i s t i n g  coa l  lease 

e x p i r e d ,  or w as  c a n c e l l e d ,  s u r r e n d e r e d ,  or o t h e r w i s e  t e r m i n a t e d .

(b) State land m a y  be o f f e r e d  for n o n c o m p e t i t i v e  c oa l  l e a s i ng  if

(1) the l a n d  was o f f e r e d  for lease u n d e r  (a) o f  this s e c t i o n

a n d  n o  bids w e r e  r e c e i v e d ;  or

(2) the c o m m i s s i o n e r ,  a f t e r  a pu b l i c  h e a r i n g ,  d e t e r m i n e s  t hat 

n o n c o m p e t i t i v e  b i d d i n g  is in the b e s t  i n terests of the state.

(c) The c o m m i s s i o n e r  m a y  c h o o s e  any a p p r o p r i a t e  coal leas i n g 

m e t h o d  for tracts to be le a s e d  by c o m p e t i t i v e  b i d d i n g .  T h e  c o m m i s s i o n e r  

s h a l l  a dopt r e g u l a t i o 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  the a n n o u n c e m e n t  o f  t h e  

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

(d) Before t h e  I s s u a n c e  of a coal lease, the c o m m i s s i o n e r  s h a l l  

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

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

r o u n d i n g  the tract. T h e  p r e - l e a s e  a n a l y s i s  r e q u i r e d  b y  this s u b s e c t i o n  

s h a l l  I n c lu d e  a n  a n a l y s i s  of
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(1) t h e  g e o l o g y  of the t ract to b e  leased;

(2) t h e  so c i a l a n d  e n v i r o n m e n t a l  i m p ac t s  of c o a l  e x p l o r a t i o n ,  

d e v e l o p m e n t ,  a n d  p r o d u c t i o n  o n  the t ra c t  to be leased;

(3) e c o n o m i c  f a c t o r s  a f f e c t i n g  c oal e x p l o r a t i o n ,  d e v e l o p m e n t ,  

a n d  e x p l o r a t i o n  in the t r a c t  to be leased, i n c l u d i n g  b u t  n o t  l i m i t e d  to, 

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

to t h e state.

(e) In c o n j u n c t i o n  w i t h  p r e p a r a t i o n  of a p r e - l e a s e  a n a l y s i s  u n d e r

(d) of this s e c t i o n ,  a p u b l i c  h e a r i n g  s h a l l  be h e l d  in the v i c i n i t y  of 

the p r o p o s e d  lease.

S ec. 3 8 . 0 5 . 1 5 3 .  C O A L  L E A S E  T E R M S  A N D  C O N D I T I O N S .  (a) A c oal 

l e a s e  u n d e r  AS 3 8 . 0 5 . 1 5 2  a n d  this s e c t i o n  s h a l l g i v e  the l e s s e e  the 

e x c l u s i v e  r i g h t  to e x p l o r e  for, d e v e l o p ,  m i n e ,  a n d  p r o c e s s  all coa l  

f o u n d  w i t h i n  the b o u n d a r i e s  of the le a s e d  tract. In a d d i t i o n ,  the l ease 

s h a l l  g i v e  the le s s e e the r i g h t  to use as m u c h  of the s u r f a c e  of th e  

l e a s e d  tract as is r e a s o n a b l y  n e c e s s a r y  for coal e x p l o r a t i o n ,  d e v e l o p­

me n t ,  m i n i n g ,  p r o c e s s i n g ,  a n d  o t h e r  u se s  i n c i d e n t a l  to the d e v e l o p m e n t  

of t h e  coal d e p o s i t .

(b) E x c e p t  as p r o v i d e d  in this s e c t i o n ,  e a c h  coal l e a s e  s h a l l  be 

for a t e r m  of 20 years a n d  m a y  c o n t i n u e  fo r so l o n g  t h e r e a f t e r  as c o a l  

c o n t i n u e s  to be p r o d u c e d  f r o m  the l ease i n  c o m m e r c i a l  q u a n t i t i e s .  A 

c o a l  lease w h i c h  has n o t  p r o d u c e d  coa l  in c o m m e r c i a l  q u a n t i t i e s  b y  the 

e n d  of 15 y e a r s  shall be t e r m i n a t e d  u n l e s s  c o n t i n u e d  b y  t h e  c o m m i s s i o n e r  

u n d e r  (d) of thi s  s ec t i o n .  E a c h  coal l e a s e  s h a l l  p r o v i d e  for a p r e p a i d  

a n n u a l  r e n t a l  of  $3 p e r  a c r e  or f r a c t i o n  o f  a n  a c r e  fo r t h e  f i r s t  year, 

i n c r e a s i n g  b y  an  am o u n t  p e r  a c r e  or f r a c t i o n  of a n  a c r e  fo r  e a c h  s u c ­

c e e d i n g  y ear 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  is c o m m e n s u r a t e  w i t h  the 

p e r c e n t a g e  o f  c h a n g e  in th e c o n s u m e r  p r i c e  i n d e x  b e t w e e n  th e  y e a r  for 

w h i c h  the r e n t a l  p a y m e n t  is d u e  a n d  t he  p r e c e d i n g  year, as c o m p u t e d  for

-3- H B  955



1

2

3

4

6

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

26

26

27

28

29

r

A n c h o r a g e  a n d  r e p o r t e d  b y  t h e  B u r e a u  of L a b o r  S t a t i s t i c s  of the U n i t e d  

S t a t e s  D e p a r t m e n t  o f  L a b o r .  Each c o a l  l e a s e  s hall p r o v i d e  that the 

a n n u a l  r e n t a l  p a y m e n t  is s u b j e c t  to a d j u s t m e n t  at i n t e r v a l s  of no m o r e  

t h a n  1 0  y e a r s .  A d j u s t m e n t  shall be b a s e d  o n  c u r r e n t  r a t e s  for s i m i l a r  

p r o p e r t i e s  fo r  w h i c h  coal lea se s  h a v e  b e e n  g r a n t e d .  T h e  re n t al  p a y m e n t  

f o r  e a c h  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  t h e  r o y a l t y  or n e t  p r of i t  s h a r e  

d u e  t h e  s t a t e  as it a c c r u e s  for that y ear.

(c) A  l e a s e  m a y  no t b e  e n t e r e d  i n t o  b y  the c o m m i s s i o n e r  u n l e s s  th e 

r o y a l t y  d u e  to t h e  s t a t e  f r o m  the l e a s e r e s e r v e s  to the s t a t e  a r o y a l t y  

o f  n o t  l ess t h a n  f i v e  p e r c e n t  in a m o u n t  o r  v al u e  of the p r o d u c t i o n  of 

c o a l  f r o m  th e  l e a s e .  E a c h  coal lease s h a l l  p r o v i d e  t hat the r o y a l t y  

p a y m e n t  is s u b j e c t  to a d j u s t m e n t  at i n t e r v a l s  of no m o r e  than 10 y e a r s  

f r o m  t h e  s t a r t  of  coa l  p r o d u c t i o n  u n d e r  t h e  lease, as d e t e r m i n e d  b y  the 

c o m m i s s i o n e r .

(d) E a c h  c o a l  lease is s u b j e c t  to t h e  c o n d i t i o n  of d i l i g e n t  d e­

v e l o p m e n t  a n d  c o n t i n u e d  o p e r a t i o n  of the c o a l  m i n e  e x c e p t  that the 

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

s t r i k e s ,  c l i m a t i c  c o n d i t i o n s ,  a b n o r m a l  m a r k e t  c o n d i t i o n s ,  or o t h e r  

c i r c u m s t a n c e s  n o t  w i t h i n  t h e  l e s s e e ' s  c o n t r o l .  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  the c o n d i t i o n s  o f  d i l i g e n t  d e v e l o p m e n t  a n d  c o n t i n u e d  o p e r a t i o n  

if t h e  l e s s e e  m a k e s  p a y m e n t s  in p l a c e  o f  p r o d u c t i o n  in a n  a m o u n t  d e t e r­

mined by the c o m m i s s i o n e r  an d  if the c o m m i s s i o n e r  fi n d s  that the p u b l i c  

i n t e r e s t  w i l l  be s e r v e d  by s u s p e n s i o n  o f  t h e  c o n d i t i o n .  P a y m e n t s  in 

place of p r o d u c t i o n  m a y  be a c c e p t e d  for n o  longer t h a n  10 years. A f t e r  

1 0  y e a r s  c o m m e r c i a l  p r o d u c t i o n  m u s t  b e g i n  or the l ease w i l l  be t e r­

minated.

(e) The commissioner

(1) may waive, suspend, or amend the o p e r a t i n g  r e q u i r e m e n t s ,  

royalties, net profit shares, or r e n t a l s  c o n t a i n e d  in a coal l e a s e  or i n
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r e g u l a t i o n s  a d o p t e d  under this s e c t i o n  w h ic h  a f f e c t  the o p e r a t i o n  of the 

c o a l  lease if, in the i n t e r e st  of c o n s e r v a t i o n  a n d  to e n c o u r a g e  the 

g r e a t e s t  u l t i m a t e  r e c o ve r y  of coal, he d e t e r m i n e s  t h a t  the a c t i o n  is 

n e c e s s a r y  to p r o m o t e  d ev e l o p m e n t  a n d  is in the b e s t  i nterests of the 

s tate, or w h e n  in his j u d g m e n t  the coal lease c a n n o t  be s u c c e s s f u l l y 

d e v e l o p e d  u n d e r  its termsj the 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  by the lease m a y  be 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  produc t io n ,  an d  the t e r m  of the lease shall 

be e x t e n d e d  by a d d i n g  the p e r i o d  of s u s p e n s i o n  to the lease; an d

(2) m a y  not g ra n t  a r e d u c t i o n  of r o y a l t y  under this s u b s e c­

t i o n  unl e s s  t h e r e  have b e e n  two y ears of p r o d u c t i o n  from the coal lease 

a n d  the lessee r e q u e s t i n g  the r e d u c t i o n  h a s  m a d e  a clear s h o w i n g  that 

the r e v e n u e  f r o m  the coal p r o d u c e d  from the lease 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  rate of r e t u r n  on his t otal i n v e s t m e n t  in the 

l e a s e .

(f) Th e c o m m i s s i o n e r  may incl u d e in a coal lease terms imposing a 

m i n i m u m  w o r k  c o m m i t m e n t  on the lessee. T h e s e  t e r ms  m a y  incl u d e  p e n a l t y  

p r o v i s i o n s  to tak e  effect if the lessee f a i l s  to c o m p l y  w i t h  the work 

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

(g) For the purp o s e of a c h i e v i n g  m o r e  e c o n o m i c  o p e r a t i o n s  or mo r e  

e f f i c i e n t  r e c o v e r y  of coal, lessees of a d j o i n i n g  coal leases may, w i t h  

th e  a p pr o v a l  o f  the c o m m i s s io n e r ,  unite a n d  a d o p t  a c o o p e r a t i v e  or u n i t  

p l a n  of d e v e l o p m e n t  and o p e r a t i o n  of their coal leases.

(h) If r e q u i r e d  by the c o m m is s i o n e r ,

(1) a lessee shall su b mi t  a m i n i n g  p l a n  to the c o m m i s s i o n e r  

f o r  his a p p r o v a l  before b e g i n n i n g  m i n i n g  o p e r a t i o n s ;

(2) a p e r s o n  h o l d i n g  a p r o s p e c t i n g  p e r m i t  u n d e r  AS 3 8 . 0 5 . 1 5 1 

s h a l l  s u b m i t  a raining p l a n  to th e  c o m m i s s i o n e r  f o r  h i s ap p r o v a l  b e f o r e  

s e e k i n g  a c o a l  lease.
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(i) T h e  c o m m i s s i o n e r  m a y  r e q u i r e  tha t  a m i n i n g  p l a n  s u b m i t t e d  to 

h i m  u n d e r  (h) of this s e c t i o n  be m o d i f i e d .  A  m i n i n g  p l a n  s u b m i t t e d  

u n d e r  (h) o f  this s e c t i o n  shall include, to the g r e a t e s t  e x t e n t  p r a c­

tical, t h e  f o l l o w i n g  i n f o rm a t i o n :

(1) the b o u n d a r i e s ,  q u a n t i t y ,  a n d grade of the p r o v e n  and 

p r o b a b l e  c o a l  r e s e r v e s  l o c a t e d on the coa l  lease, i n c l u d i n g  the d ata a n d 

t est r e s u l t s  from w h i c h  that i n f o r m a t i o n  is derived?

(2) the p l a n n e d  l o c a t i o n  of e x c av a t i o n s ,  s u r f a c e  f a c i l i t i e s ,  

r o a d s , a n d  other p r o p o s e d  us e s  of the coal lease and the land n e e d e d  for 

a c c e s s  to the coal lease?

(3) a d e s c r i p t i o n  of the e q u i p m e n t  and f a c i l i t i e s  w h i c h  the 

lessee p l a n s  to use to m i n e  a n d  t r a n s p o r t  coal and w a s t e  m a t e r i a l  f r o m  

the coa l  lease?

(4) the a n t i c i p a t e d  s c h e d u l e  for each ph a s e  of m i n e  d e v e l o p­

ment, c o n s t r u c t i o n ,  a n d  p r o d u c t i o n ?

(5) the legal d e s c r i p t i o n  of any tracts of land w h i c h  the 

l e s s e e  m a y  desire to lease for coal d e v e l o p m e n t  purp o s e s ,  a n d  a d e­

s c r i p t i o n  of the u s e s  p l a n n e d  for e a c h  tract?

(6) the m a n n e r  in w h i c h  the lessee plans to c o m p l y  w i t h  

f e d e r a l ,  state, a n d  local laws r e l a t i n g  to r e c l a m a t i o n  of the t r a c t s  

m i n e d  a n d  e n v i r o n m e n t a l  p r o t e c t i o n .

(j) All g e o l o g i c a l ,  g e o p h y s i c a l ,  g e o c h e m i c a l  data, and o t h e r 

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

or c o a l  l ea s e  shall be f u r n i s h e d  to th e  c o m m i s s i o n e r  b y  a lessee. D a t a  

s u b m i t t e d  under this s u b s e c t i o n  s h a l l  b e  k ep t  c o n f i d e n t i a l  u n l e s s  the 

l e s s e e  o r  p e r m i t t e e  a u t h o r i z e s  its re l e a s e .

S e c .  38.05.154. A D M I N I S T R A T I V E  R E Q U I R E M E N T S  W I T H  R E S P E C T  T O  C O A L  

L E A S E S .  (a) S t a t e  land s h a l l  be le a s e d  for coal b y  th e  c o m m i s s i o n e r  b y  

t r a c t s .  A  tract s h a l l  be of a s i z e  the c o m m i s s i o n e r  f inds a p p r o p r i a t e
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a n d  in t h e  p u b l i c  i n t e r e s t ,  an d  t hat w i l l  p e r m i t  m i n i n g  of a l l  c oal 

w h i c h  c a n  e c o n o m i c a l l y  b e  e x t r a c t e d  f r o m  th e  tract.

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

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

f o r  l e a s i n g  u n d e r  A S  3 8 . 0 5 . 1 5 2  - 3 8 . 0 5 . 1 5 3 .

(c) A r o y a l t y  f r o m  a coal l ease m a y  be t a k e n  in k ind, r a t h e r  t h a n

i n  v a l u e ,  if t h e  c o m m i s s i o n e r  d e t e r m i n e s  th a t  t a k i n g  in k i n d  w o u l d  be in

th e  b e s t  i n t e r e s t  of the state.

(d) T h e  s h a r e  of the ne t  p r o f i t  r e s e r v e d  to t h e  s t a t e  u n d e r  a coal 

l e a s e  w h i c h  p r o v i d e s  for a r o y a l t y  b a s e d  o n  a net p r o f i t  s h a r e  is a 

m i n e r a l  l ease r o y a l t y  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 u n d  

u n d e r  AS 3 7 . 1 0 . 0 6 5  and 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  A S  3 7 . 1 1 . 0 2 0 .
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