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I N  T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  N O . 5 

IN 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  

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

A B I L L

F o r  a n  Ac t  e n t i t l e d :  "A n Act p r o v i d i n g  for th e  s a l e 3 e x c h a n g e  or o t h e r

d i s p o s i t i o n  o f  m i n e r a l s  o b t a i n e d  b y  th e  s t a t e  as 

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

f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  s t a t e  l e a s es ;  a n d  

p r o v i d i n g  fo r a n  e f f e c t i v e  d a t e . "

B E  I T  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 :

* S e c t i o n  1. A S  3 8 . 0 5 . 1 82  is a m e n d e d  to read:

Sec. 3 8 . 0 5 . 1 8 2 .  R O Y A L T Y  O N  N A T U R A L  R E S O U R C E S .  A n y  r o y a l t y  p r o­

v i d e d  for  in secs. 135 - l 8l of t h i s  c h a p t e r  m a y  be t a k e n  in k i n d  r a t h e r  

t h a n  in m o n e y  i f  [AT T H E  D I S C R E T I O N  OF] t he  c o m m i s s i o n e r , w i t h  the 

c o n s e n t  o f  t h e  b o a r d ,  [IF HE] d e t e r m i n e s  tha t  the t a k i n g  in k i n d  w o u l d  

be in t h e  b e s t  i n t e r e s t  o f  t h e  state. The c o n s e n t  of th e  b o a r d  is 

r e q u i r e d  o n l y  w i t h  r e s p e c t  to o i l  an d  gas r o y a l t y - i n - k i n d  u n d e r  sec. 183 
o f  t h i s  c h a p t e r .

* Sec. 2. AS 3 8 .O5 .l83 is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to r ead: J

(e) O i l  o r  g as  t a k e n  i n  k i n d  by the s t a t e  as its r o y a l t y  s hare 

m a y  n o t  b e  s o l d  or o t h e r w i s e  d i s p o s e d  for e x p o r t  f r o m  t h e  st a t e  u n t i l  J 

th e  c o m m i s s i o n e r  w i t h  t h e  a p p r o v a l  of th e  A l a s k a  R o y a l t y  Oi l  a nd  Gas 

D e v e l o p m e n t  A d v i s o r y  B o a r d  d e t e r m i n e s  th a t  th e  r o y a l t y - i n - k i n d  o i l or 

gas is s u r p l u s  to the p r e s e n t  a n d  p r o j e c t e d  i n t r a s t a t e  d o m e s t i c  and 

i n d u s t r i a l  n e e d s .  T h e  c o m m i s s i o n e r  s h a l l  m a k e  p u b l i c ,  in w r i t i n g ,  the 

s p e c i f i c  f i n d i n g s  a n d  r e a s o n s  on w h i c h  hi s d e t e r m i n a t i o n  is b a s e d  and 

shall, w i t h i n  10 d a y s  o f  the  c o n v e n i n g  o f  a r e g u l a r  s e s s i o n  of the 

l e g i s l a t u r e ,  s u b m i t  a r e p o r t  s h o w i n g  t h e  i m m e d i a t e  and l o n g - r a n g e
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d o m e s t i c  a n d  i n d u s t r i a l  n e e d s  of  the st a t e  for oil  a n d  gas an d  an 

a n a l y s i s  o f  h o w  t h e s e  n e e d s  are to b e  met.

(f) I f  m o r e  t h a n  one u s e r  r e q u e s t s  u s e  o f  the s a m e  r o y a l t y - i n -  

k i n d  oil or g a s , t he  b o a r d  s h a l l  d e t e r m i n e  w h i c h  u s e r  s h a l l  b e  of 

g r e a t e r  b e n e f i t  to th e state.

* Sec. 3» AS 38 is a m e n d e d  b y  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. A L A S K A  R O Y A L T Y  O I L  A N D  G A S  

D E V E L O P M E N T  A D V I S O R Y  BOARD.

Sec. 3 8 . 0 6 . 0 1 0 .  P U R P O S E .  It is the p u r p o s e  of t h i s  c h a p t e r  to 

f a c i l i t a t e  the  w i s e  d e v e l o p m e n t  of A l a s k a ’s oil and  gas r o y a l t y  i n t e r­

ests by p r o v i d i n g  m e a n s  a n d  p r o c e d u r e s  f o r  s a l e s , e x c h a n g e s  or o t h e r  

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

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

p u b l i c  f i s c a l  s t a b i l i t y , a n d  i n  a c c o r d a n c e  w i t h  AS 3 8 .0 5 .1 8 3 .

Sec. 3 8 . 06 . 0 2 0 .  E S T A B L I S H M E N T ,  T h e r e  is e s t a b l i s h e d  in the 

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  th e  A l a s k a  R o y a l t y  O i l  a n d  Gas D e v e l o p­

m e n t  A d v i s o r y  Board.

Sec. 3 8 . 06 . 0 2 5 .  M E M B E R S H I P .  T h e  b o a r d  c o n s i s t s  of the c o m m i s­

si o n e r  o f  n a t u r a l  r e s o u r c e s , w h o  is c h a i r m a n ,  t h e  c o m m i s s i o n e r  of 

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

m e m b e r s  s h a l l  p o s s e s s  e x p e r i e n c e  in s u c h  f i e l d s  as e x p l o r a t i o n ,  d e v e l o p­

men t ,  p r o d u c t i o n  a n d  e c o n o m i c s ,  a n d  s h a l l  be a p p o i n t e d  by t h e  g o v e r n o r  

to s e rv e  at hi s p l e a s u r e  f o r  t h r e e - y e a r  s t a g g e r e d  t e r m s  an d  c o n f i r m e d  

by a v o t e  of a m a j o r i t y  of t h e  m e m b e r s  of th e  l e g i s l a t u r e  in j o i n t  

se s s i o n .  P u b l i c  m e m b e r s  m a y  be r e m o v e d  o n l y  fo r  cause. Th e  p u b l i c  

m e m b e r s  m a y  no t  be s t a t e  o f f i c e r s  or e m p l o y e e s .  A p u b l i c  m e m b e r ,  u p o n  

th e  e x p i r a t i o n  of h i s  term, s h a l l  c o n t i n u e  to h o l d  o f f i c e  u n t i l  his 

s u c c e s s o r  is a p p o i n t e d  a n d  q u a l i f i e s .  V a c a n c i e s  in p u b l i c  m e m b e r s h i p  

s h a l l  be f i l l e d  in the  sam e  m a n n e r  as o r i g i n a l  a p p o i n t m e n t . A n  a p p o i n t e  
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to f i l l  a v a c a n c y  s n a i l  h o l d  o f f i c e  for the b a l a n c e  of the t e r m  for 

w h i c h  h i s  p r e d e c e s s o r  on t h e  b o a r d  wa s  a p p o i n t e d ,  A v a c a n c y  in b o a r d  

m e m b e r s h i p  d o e s  not i m p a i r  t h e  a u t h o r i t y  of a quorum, o f  t he  b o a r d  

m e m b e r s  t o  e x e r c i s e  al l  the p o w e r s  and d u t i e s  of the board.

Sec, 3 8 , 0 6 , 0 3 0 ,  C O M P E N S A T I O N ;  P E R  D IE M ,  T R A V E L  E X P E N S E S ,  M e m b e r s  

of the  board, ar e  In the e x e m p t  s e r v i c e  u n d e r  AS 3 9 . 2 5 , 1 1 0  an d  s h a l l  

r e c e i v e  p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  as p r o v i d e d  by l a w  for o t h e r  

b o a r d s  a n d  c o m m i s s i o n s .  |

Sec. 3 8 . 0 6 , 0 3 5 .  M E E T I N G S ,  R U L E S ,  Q U O R U M ,  V O T E S  R E Q U I R E D ;  C O N F L I C T  

OF I N T E R E S T .  (a) T h e  b o a r d  s h a l l  p r e s c r i b e  its o w n  r u l e s  of p r o c e d u r e  

It s h a l l  m e e t  at a t i m e  and, p l a c e  determined, by the  c h a i r m a n ,  a n d  at 

o t h e r  t i m e s  a n d  p l a c e s  as th e  c h a i r m a n , or a m a j o r i t y  of t h e  b o a r d  

m e m b e r s ,  c o n s i d e r s  n e c e s s a r y .  A q u o r u m  is a. m a j o r i t y  of t h e  m e m b e r s  of 

t h e  boa r d .  T h e  v o t e s  o f  t h e  b o a r d  m e m b e r s  s h a l l  be r e c o r d e d .  E f f e c t i v e  

a c t i o n  to c a r r y  ou t  the p o w e r s  g r a n t e d  u n d e r  thi s  c h a p t e r  r e q u i r e s  the 

a f f i r m a t i v e  v o t e  of a m a j o r i t y  o f  the  b o a r d  m em b e r s .  No b o a r d  m e m b e r  

may , w i t h  r e s p e c t  to a m a t t e r  b e f o r e  the bo a r d ,  v o t e  fo r  or on b e h a l f  of 

a n o t h e r  m e m b e r  of t h e  board.

(b) No m e m b e r  of th e  b o a r d  m a y  act u p o n  a m a t t e r  in w h i c h  his 

r e l a t i o n s h i p  w i t h  an y  p e r s o n  c r e a t e s  a c o n f l i c t  of i n t er e s t .  No board 

m e m b e r  m a y  h a v e  a n  o f f i c i a l  c o n n e c t i o n  w i t h  or h o l d  s t o c k  or s e c u r i t i e s  

in, o r  h a v e .a  p e c u n i a r y  i n t e r e s t  in, a - c o r p o r a t i o n ,  c o m p a n y  or a s s o c i a­

ti o n  e n g a g e d  i n  t h e  p r o d u c t i o n  or t r a n s p o r t a t i o n  of oil or gas.

Sec. 3 8 „06.0^0. POWE R S.  T h e  b o a r d  h a s  the p o w e r  to

(1) d i r e c t  th e  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  to soli c i t  

i n q u i r i e s ,  d e v e l o p m e n t  p l a n s  or b i d s  f r o m  p e r s o n s  for the sale, e x c h a n g e  

or o t h e r  d i s p o s a l  of o i l  or gas or b o t h  o b t a i n e d  by the s t a t e  as a 

r o y a l t y  u n d e r  AS 3 8 , 0 5 , 1 8 2 ,  or f o r  t h e  sale, e x c h a n g e  or o t h e r  d i s p o s a l  

i n . w h o l e  nr p a r t  of r i g h t s  to r e c e i v e  f u t u r e  oil or gas p r o d u c t i o n  or
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b o t h  u n d e r  a s t a t e  lease, s u b j e c t  to t e r m s  a n d  c o n d i t i o n s  e s t a b l i s h e d  

by the bo a rd ;

(2) e x a m i n e  p r o p o s e d  sales, e x c h a n g e s  or o t h e r  d i s p o s a l s  

of oi l  or gas or b o t h  o b t a i n e d  by t he  s t a t e  as a r o y a l t y  u n d e r  AS 38
05.182, or o f  r i g h t s  to r e c e i v e  f ut u r e  o i l  or gas p r o d u c t i o n  or b o t h  

u n d e r  a s t a t e  lease, for the p u r p o s e  of a p p r o v i n g  or d i s a p p r o v i n g  th e  

p r o p o s e d  sale, e x c h a n g e  or o t h e r  d i s p o s a l ;

(3) h i r e  an e x e c u t i v e  d i r e c t o r ,  c o n s u l t a n t s  e x p e r t  in t e c h n i­

cal, e c o n o m i c  or o t h e r  r e l e v a n t  p r o f e s s i o n s  a n d  o t h e r  p e r s o n s  as 

n e c e s s a r y  to a s s i s t  th e  b o a r d  in the e x e r c i s e  o f  its p o w e r s ;

(4) p r o m u l g a t e  r e g u l a t i o n s  u n d e r  t h e  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 44.62) t h a t  are n e c e s s a r y  or a p p r o p r i a t e  in th e e x e r c i s e  of its 

p o w e r s ;  a n d  J

(5) t a k e  w h a t e v e r  o t h e r  a c t i o n s  are r e a s o n a b l y  n e c e s s a r y  in 

the f u r t h e r a n c e  of th e  p u r p o s e s  of t h i s  c h a p t e r .

Sec. 3 8 . 0 6 . 0 5 0 .  B O A R D  A P P R O V A L  R E Q U I R E D .  (a) N o  s ale, e x c h a n g e ,  

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

w a i v e r  o f  t h e  r i g h t s  to r e c e i v e  f u t u r e  p r o d u c t i o n  of r o y a l t y  oil or gas 

m a y  be m a d e  b y  t h e  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  u n d e r  A S  3 8 .0 5 . 1 8 3  
w i t h o u t  the p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  board.

(b) B i d s  or a p p l i c a t i o n s  for the p u r c h a s e  of r o y a l t y  o i l or gas

m a y  n o t  be r e j e c t e d  by t h e 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  w i t h o u t

th e  p r i o r  w r i t t e n  a p p r o v a l  of  t h e  board.

(c) C o m p e t i t i v e  b i d d i n g  in a sale, e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  

d e s c r i b e d  i n  (a) of t h i s  s e c t i o n  m a y  not be w a i v e d  b y  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  u n d e r  AS 3 8 ,0 5 . 1 8 3  w i t h o u t  the p r i o r  w r i t t e n  j

a p p r o v a l  of th e  board. J

(d) T h e  b o a r d  m a y  r e q u i r e  c o n d i t i o n s  r e l a t i n g  to the sale, deli v e r 

t r a n s p o r t a t i o n ,  or r e f i n i n g  or p r o c e s s i n g  w i t h i n  the s t a te  to be

SCS C S H B  5 -4-
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i n c l u d e d  by t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  in th e  o f f e r  o f  and 

sal e b y  c o m p e t i t i v e  b i d d i n g  o f  o i l  or gas o b t a i n e d  by th e  s t a t e  as 

r o y a l t y  u n d e r  A S  3 8 . 0 5 . 1 8 2 .

Sec. 3 8 . 0 6 . 0 5 5 .  A C T I O N  B Y  L E G I S L A T U R E .  (a) In a d d i t i o n  to the 

a p p r o v a l  by t h e  b o a r d  r e q u i r e d  u n d e r  sec. 50 o f  t hi s  c h a p t e r ,  n o  sale, 

e x c h a n g e  or o t h e r  d i s p o s i t i o n  o f  oil or gas o r  of  t h e  r i g h t s  or w a i v e r  

of t h e  r i g h t s  to r e c e i v e  f u t u r e  p r o d u c t i o n  of r o y a l t y  oi l  or  gas m a y  be 

m a d e  b y  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  u n d e r  AS 3 8 .O5 .l83 w i t h o u t  

the p r i o r  a p p r o v a l  of  th e  l e g i s l a t u r e  b y  a c o n c u r r e n t  r e s o l u t i o n  c o n­

cu r r e d  in b y  a m a j o r i t y  o f  the m e m b e r s  of e a c h  ho u s e .

(b) C o n t r a c t s  f o r  th e  s a l e  o f  s t a t e - o w n e d  r o y a l t y  gas or o i l  that 

s p e c i f y  th e  s a l e  a n d  d e l i v e r y  o f  n o t  m o r e  t h a n  400 b a r r e l s  of c r u d e  oil 

p e r  d a y  or n o t  m o r e  t h a n  460 b a r r e l s  o f  n a t u r a l  gas l i q u i d s  p e r  d a y  or 

not m o r e  t h a n  2 , 4 0 0  M c f  o f  n a t u r a l  gas p e r  d a y  m a y  be e x e c u t e d  w i t h o u t  

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

Sec. 3 8 . 0 6 . 0 6 0 .  C O N F I D E N T I A L I T Y .  N o t w i t h s t a n d i n g  AS 0 9 . 2 5 . 1 1 0  -

0 9 . 2 5 . 1 2 0 ,  t h e  b o a r d  m a y  p r o v i d e  b y  r e g u l a t i o n  fo r  the c o n f i d e n t i a l i t y  

of t h o s e  d o c u m e n t s  a n d  r e c o r d s  i n  its p o s s e s s i o n  or. c o n t r o l  w h i c h  

c o n t a i n  c o n f i d e n t i a l  b u s i n e s s  o r  m a r k e t i n g  i n f o r m a t i o n  th e  p r o t e c t i o n  

of w h i c h  is e s s e n t i a l  to t h e  p e r s o n  w h o  h a s  s u b m i t t e d  t h e m  to th e  

b o a r d  or in t h e  j u d g m e n t  of  t h e  b o a r d  is e s s e n t i a l  to th e  b e s t  i n t e r e s t  

of t h e  state. S u c h  c o n f i d e n t i a l i t y ,  h o w e v e r ,  s h a l l  not p r e c l u d e  the 

p r o p e r  r e v i e w  b y  t h e  l e g i s l a t u r e .

Sec. 3 8 . 0 6 . 0 7 0 .  C R I T E R I A .  (a) In t h e  e x e r c i s e  of its p o w e r s  

u n d e r  sec. 4 0 ( 1 )  - (2) a n d  sec. 50 of t h i s  c h a p t e r  the b o a r d  s h a l l  

c o n s i d e r

(1) t he  r e v e n u e  n e e d s  an d  p r o j e c t e d  f i s c a l  c o n d i t i o n  o f  the

s t a t e ;

(2) t h e  e x i s t e n c e  a n d  e x t e n t  of p r e s e n t  an d  p r o j e c t e d  l ocal
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a n d  r e g i o n a l  n e e d s  for oil an d  gas p r o d u c t s  a n d  b y - p r o d u c t s ,  t he  e f f e c t  

o f  s t a t e  or f e d e r a l  c o m m o d i t y  a l l o c a t i o n  r e q u i r e m e n t s  w h i c h  m i g h t  be 

a p p l i c a b l e  to t h o s e  p r o d u c t s  a n d  b y - p r o d u c t s ,  a n d  th e  p r i o r i t i e s  a m o n g  

c o m p e t i n g  ne e d s ;

(3) t h e  d e s i r a b i l i t y  of  l o c a l i z e d  c a p i t a l  i n v e s t m e n t ,  

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

o f  the sale, e x c h a n g e  or o t h e r  d i s p o s i t i o n  o f  oi l  an d  g as  or b ot h ;

(4) the p r o j e c t e d  s o c i a l  i m p a c t s  o f  th e  t r a n s a c t i o n ;

(5) the p r o j e c t e d  a d d i t i o n a l  c o s t s  a n d  r e s p o n s i b i l i t i e s  

w h i c h  c o u l d  be i m p o s e d  u p o n  the s t a t e a n d  a f f e c t e d  p o l i t i c a l  s u b d i v i­

sions by d e v e l o p m e n t  r e l a t e d  to th e  t r a n s a c t i o n ;

(6) the e x i s t e n c e  o f  s p e c i f i c  l o c a l  or r e g i o n a l  l a b o r  or 

c o n s u m p t i o n  m a r k e t s  or b o t h  w h i c h  s h o u l d  be m e t  by t h e  t r a n s a c t i o n ;

(7) t h e  p r o j e c t e d  p o s i t i v e  a n d  n e g a t i v e  e n v i r o n m e n t a l  

e f f e c t s  r e l a t e d  to the t r a n s a c t i o n ;  and

(8) the p r o j e c t e d  e f f e c t s  o f  th e  p r o p o s e d  t r a n s a c t i o n  u p o n  

e x i s t i n g  p r i v a t e  c o m m e r c i a l  e n t e r p r i s e  a n d  p a t t e r n s  of i n v e s t m e n t s .

(b) W h e n  it is e c o n o m i c a l l y  f e a s i b l e ,  the  b o a r d  m a y  r e q u i r e ,  as 

a c o n d i t i o n  of t h e sale o f  oil or gas o b t a i n e d  b y  the s t a t e  as r o y a l t y ,  

tha t th e o i l  o r  g a s  be r e f i n e d  or p r o c e s s e d  in the s t a t e  a n d  m a y ,  w h e n  

it is f e a s i b l e  a n d  in t h e  best i n t e r e s t  o f  t he  s t a t e  to do  so, p r o v i d e  

f or p r o c e s s i n g  or r e f i n i n g  o f  t h e oil o r  ga s u n d e r  a c o n t r a c t  e n t e r e d  

i n t o  by  c o m p e t i t i v e  b i d d i n g  b e f o r e  the s a l e  of the  oil or g a s .

Sec. 3 8 . 0 6 . 0 8 0 .  D E F I N I T I O N S . In th i s  c h a p t e r

(1) " b o a r d " m e a n s  th e  A l a s k a  R o y a l t y  Oil an d  Gas D e v e l o p m e n t  j 

A d v i s o r y  B o a r d ;  an d

(2) "s t at e  le a s e "  m e a n s  an o i l  a n d  gas l e a s e  o n  s t a t e  land.

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

S e c . 3 8 .O5 .l8 3 . S A L E  OF R O Y A L T Y . (a) The sale, e x c h a n g e  or
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