SPONSOR SUBSTITUTE HOUSE BILL 364

"An Act prohibiting the issuance of state shallow natural gasleasesin the vicinity of
Kachemak Bay, modifying the authority to extend certain shallow natural gas
leases, and precluding the director of the division of lands from reissuing or
otherwise extending shallow natural gas leases within the Kachemak Bay areaif the
leases fail to produce gasin paying quantities within the termsof the lease or if there
isa breach of aterm or condition of the lease; and providing for an effective date."

Sectional Analysis

Section 1 amends AS 38.05.177(a) to exclude “land and water within the Kenal
Peninsula Borough east of Cook Inlet and south of the north boundary of Township 5
South, Seward Meridian” from srellow natural gas leasing.

Section 2 amends AS 38.05.177(d) to give the Director of the DNR Division of Oil and
Gas discretionary guidelines in making the decision to extend shallow natura gas leases
that have not yet produced gas. The Director would now be required to consider the
likelihood that extension of the lease will “expedite or lead to shallow natural gas
development.”

Section 3 amends the uncodified law of the State of Alaskato prohibit the issuance or
reissuance of a shallow natural gas lease entered into before the effective date of this Act
in the area described in Section 1 of this act, if the |ease terminates because of failure to
produce under AS 38.05.177(d), as modified by Section 2 of this act, or if part of the
lease is relinquished or illegally transferred under AS 38.05.177(h).

Section 4 gives this act an immediate effective date.



