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1 IN T H E  S E N A T E  B Y  F A H R E N K A M P

2 S E N A T E  B I L L  NO. 4 3 0

3 IN 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  A L A S K A

4 F O U R T E 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

5 A  B I L L

6 F o r  a n  Ac t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  t h e  c o m m i s s i o n e r  of the D e p a r t  -

7 m e n t  of N a t u r a l  R e s o u r c e s  u n d e r  c e r t a i n  c i r c u m s t a n c e s

8 to  r e d u c e  or  r e v o k e  r o y a l t y  o i l  o r  gas o b l i g a t i o n

9 i n c r e a s e s  m a d e  in  c o n n e c t i o n  w i t h  t he i n s t i t u t i o n  or

10 o p e r a t i o n  of a c o o p e r a t i v e  o r  u n i t  plan; a nd p r o v i d -

11 i n g  f or a n  e f f e c t i v e  d a t e . "

12 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  O F  T H E  S T A T E  OF  A L A S K A :

13 * S e c t i o n  1. AS  3 8 . 0 5 . 1 8 0 ( j )  is a m e n d e d  to read:

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

15 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  f o r  all b i d d i n g  m e t h o d s  to a l l o w

16 r e d u c t i o n  of r o y a l t y  o n  leas 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  fo r

17 i n c r e a s i n g  c o s t s  i n  t h e  l a t e r  s t a g e s  of p r o d u c t i o n  decline. E x cept as

18 o t h e r w i s e  p r o v i d e d  in  (p) of thi s  s e c t i o n ,  t he [THE] c o m m i s s i o n e r  m a y

19 not g r a n t  a r e d u c t i o n  of r o y a l t y  u n t i l  two y e a r s ’ ini tial p r o d u c t i o n

20 f r o m  t he f i e l d  h a s  o c c u r r e d  an d  e a c h  l e s s e e  r e q u e s t i n g  the r e d u c t i o n

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

22 p r o d u c e d  fro m  t h 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  rat e

23 of r e t u r n  w i t h  r e s p e c t  to that 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.

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

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

26 or  gas pool, f i e l d ,  o r  like area, t h e  l e s s e e s  a n d  t h e i r  r e p r e s e n t a -

27 t i ves m a y  u n i t e  w i t h  e a c h  other, o r  j o i n t l y  o r  s e p a r a t e l y  w i t h  others,

28 in c o l l e c t i v e l y  a d o p t i n g  o r  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

29 p l a n  of d e v e l o p m e n t  o r  o p e r a t i o n  of  th e  p o ol, field, o r  like area, o r
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o
1 a p art of it, w h e n  d e t e r m i n e d  and c e r t i f i e d  by the c o m m i s s i o n e r  to be

2 n e c e s s a r y  o r  a d v i s a b l e  in  t he p u b l i c  interest. The c o m m i s s i o n e r  may,

3 w i t h  the consent of the h o l d e r s  of  leases involved, establish, change,

4 or  r e voke drilling, p r o d u c i n g ,  and r o y a l t y  r e q u i r e m e n t s  of the leases

5 a nd a d 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 t he leases, w i t h  like c o n sent

6 o n  the part of the lessees, 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  and

7 o p e r a t i o n  of a c o o p e r a t i v e  or  unit p l a n  as the c o m m i s s i o n e r  d e t e r m i n e s

8 n e c e s s a r y  or p r o p e r  to s e c u r e  the p r o p e r  p r o t e c t i o n  of the p u b l i c

9 interest. The c o m m i s s i o n e r  m ay r e q u i r e  oil an d  gas leases issu e d

10 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 lessee to

11 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  uni t  plan, and may p r e s c r i b e

12 a p l a n  u n d e r  w h i c h  the l e ssee m u s t  operate. T he p l a n  must a d e q u a t e l y

13 p r o t e c t  all p a r t i e s  in interest, i n c l u d i n g  the state. If the commis-

14 s i o n e r  d e t e r m i n e s  that the p u b l i c  i n t e r e s t  w a r r a n t s  the r e d u c t i o n  or

15 rev o c a t i o n ,  the c o m m i s s i o n e r  m a y  r e d u c e  or  revo k e  a lease royalty

16 o b l i g a t i o n  i n c r e a s e  that w a s  m a d e  by the c o m m i s s i o n e r  u n d e r  this

17 s u b s e c t i o n  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  or o p e r a t i o n  of a co-

18 o p e r a tive or unit plan.

19 * Sec. 3. T his Act takes effect i m m e d i a t e l y  in  a c c o rdance w ith AS  01.-

20 10.070(c).
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