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O r i g i n a l  s p o n s o r s :  M i l e s  a n d  C h a t t e r t o n  O f f e r e d :  3 / 6 / 8 0
R e f e r r e d :  R u l e s

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

C S  F O R  H O U S E  B I L L  NO. 62 4  

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

For an Act e n t i t l e d :  "A n  A c t  r e l a t i n g  to the 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  of

the s t a t e  a n d  the A l a s k a  R o y a l t y  O il  a n d  G a s D e v e l o p­

me n t  A d v i s o r y  Board; a n d  p r o v i d i n g  for a n  e f f e c t i v e  

d a t e . "

BE IT E N AC 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  A L A S K A :

* S e c t i o n  1. A S  3 8 . 0 6 . 0 2 0  is a m e n d e d  to read:

Sec. 3 8 . 0 6 . 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

part m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  [ N A T U R A L  R E S O U R C E S ]  the 

A l a s k a  R o y a l t y  Oil 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. 2. A S  3 8 . 0 6 . 0 2 5  is a m e n d e d  to read:

Sec. 3 8 . 0 6 . 0 2 5 .  M E M B E R S H I P .  (a) T h e  b o a r d  c o n s i s t s  o f  th e  c o m­

mi s s i o n e r  o f  c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t ;  [ 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 , ]  the c o m m i s s i o n e r  of revenuej_ [,] t h e  c o m m i s s i o n e r  of 

n a t u r al  r e s o u r c e s ,  w h o  is a n o n v o t i n g  m e m b e r ;  a n d  t h r e e  p u b l i c  m e m b e r s .

(b) E a c h  of the p u b l i c  m e m b e r s  s ha l l  p o s s e s s  e x p e r i e n c e  in 

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

s e r v e  at h i 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  a n d  c o n f i r m e d  b y  a 

v o t e  of a m a j o r i t y  o f  th e  m e m b e r s  of the l e g i s l a t u r e  in j o i n t  s e s s i o n .  

T h e  p u b l i c  m e m b e r s  m a y  n o t  b e  s t a t e  o f f i c e r s  or e m p l o y e e s .

(c) A  c h a i r m a n  s h a l l  be e l e c t e d  b y  th e  b o a r d  f r o m  a m o n g  th e  

pu b l i c  m e m b e r s .

(d) A  p u b l i c  m e m b e r ,  u p o n  t he  e x p i r a t i o n  o f  h i s  t erm, s h a l l 

c o n t i n u e  t o  h o l d  o f f i c e  u n t i l  [UNDER] h i s  s u c c e s s o r  is a p p o i n t e d  a n d
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q u a l i f i e s .

(e) 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  b e  f i l l e d  in t h e 

s a m 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 e  to fill a v a c a n c y  

s h a l l  h o l d  o f f i c e  for t h e  b a l a n c e  of the t e r m  for w h i c h  hi s  p r e d e c e s s o r  

o n  t h e  b o a r d  was 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 oes n o t  

i m p a i r  t h e  a u t h o r i t y  o f  a q u o r u m  of the b o a r d  m e m b e r s  to e x e r c i s e  all 

the p o w e r s  a n d  d u t i e s  o f  the b o a r d .

* Sec. 3. A S  3 8 . 0 6 . 0 3 5 ( a )  is a m e n d e d  to read:

(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  a n d  p l a c e  d e t e r m i n e d  b y  the c h a i r m a n ,  a n d  at o t h e r  

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

t h e  b o a r d .  T h e  v o t e s  o f  th 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  t o  c a r r y  out t h e  p o w e r s  g r a n t e d  u n d e r  t h i s  c h a p t e r  r e q u i r e s  t h e 

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  of the b o a r d  m e m b e r s .  N o  b o a r d  m e m b e r  

m ay, 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 b o a r d ,  v o t e  fo r or on b e h a l f  o f  

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

* Sec. 4. A S  3 8 . 0 6 . 0 4 0  is r e p e a l e d  and r e - e n a c t e d  to read:

S ec .  3 8 . 0 6 . 0 4 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  BO A R D .  (a) T h e  b o a r d

s h a l l

(1) in a c c o r d a n c e  w i t h  the c r i t e r i a  se t  ou t in AS 3 8 . 0 6 . 0 7 0 ,  

d e v e l o p  a p l a n  for t h e  w i s e  d e v e l o p m e n t  o f  the s t a t e ' s  oil a n d  gas 

r o y a l t y  i n t e r e s t s ;  t h e  p l a n  o f  d e v e l o p m e n t  s h a l l  be c o n s i s t e n t  w i t h

(A) g r o w t h  o f  the p r i v a t e  s e c t o r  o f  t h e  e c o n o m y ;

(B) e n v i r o n m e n t a l  s t a n d a r d s  r e q u i r e d  b y  law; a n d

(C) p u b l i c  f i s c a l  s t a b i l i t y ;

(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  of, 

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

p r o p o s e d  s ale, e x c h a n g e  o r  o t h e r  d i s p o s a l  o f
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(A) the oil or gas that is o b t a i n e d  b y  t h e  state as 

r o y a l t y  u n d e r  AS 38.05.182j or

(B) the r i g h t s  to r e c e i v e  future oil or g a s  p r o d u c t i o n  

u n d e r  s t a t e  leases; and

(3) r e c o m m e n d  to the c o m m i s s i o n e r  of natu r a l  r e s o u r c e s  the 

c o n d i t i o n s  r e l a t i n g  to the sale, del iv e r y ,  t r a n s p o r t a t i o n ,  r e f i n i n g  or 

p r o c e s s i n g  of oil or gas w h i c h  he m a y  inclu d e  in the o f f e r  and sale of 

oil or gas o b t a i n e d  by the s tate as r o y a l t y  u nder AS 3 8 . 0 5 . 1 8 2 .

(b) T h e b o a r d  may

(1) d i r e c t  the c o m m i s s i o n e r  o f  natural r e s o u r c e s  to solicit 

d e v e l o p m e n t  p l a n s  or bids c o n s i s t e n t  w i t h  the c r i t e r i a  se t  out in

A S  3 8 . 0 6 . 0 7 0  for

(A) the sale, e x c h a n g e  o r  other d i s p o s a l  of oil or gas

o b t a i n e d  b y  the s tate as r o y al t y  u n d e r  AS 38.05 . 1 8 2 ;  or

(B) the sale, e x c h a n g e  or other d i s p o s a l  of all or a

p o r t i o n  of the rights to r e c e i v e  future oil or gas p r o d u c t i o n  u n d e r

a s tate lease;

(2) h o l d  pu b l i c  h e a r i n g s  on 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 r o y a l t y  oil or gas to d e t e r m i ne  w h e t h e r  the p r o p o s a l s  

c o m p l y  w i t h  AS 38.06 . 0 7 0 ;

(3) e m p l o y  an e x e c u t i v e  d i r ector, and c o n t r a c t  for the s e r­

vic e s  of p r o f e s s i o n a l s ,  p e r s o n s  with  k n o w l e d g e  of e c o n o m i c s  and other 

d i s c i p l i n e s ,  a n d  p e rs o n s  w i t h  t e c h n i ca l  skills w h o  m a y  be n e c e s s a r y  to

a s s i s t  the b o a r d  in the e x e r c i s e  of its powers and duti es ;  and

(4) a d o p t  r e g u l a t i o n s  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  A c t 

(AS 44.62) t h a t  a r e  n e c e s s a r y  for the e x e r c i s e  of its p o w e r s  a n d  duties.

* Sec.  5. AS 3 8 . 0 6 . 0 5 0  is a m e n d e d  to read:

Sec. 3 8 . 0 6 . 0 5 0 .  B O A R D  R E V I E W  A N D  R E C O M M E N D A T I O N  [APPROVAL] R E­

QU I R E D .  (a) I f  l e g i s l a t i v e  a p p r o v a l  is r e q u i r e d  b y  A S  38.06.055, a
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[NO] sale, e x c h a n ge ,  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  of oil or gas or 

of the rights or waiver of the rights to r e c e i v e  future p r o d u c t i o n  of 

r o y a l t y  oil or gas ma y  not be made by the c o m m i s s i o n e r  of n a t u r a l  r e­

sources u n d e r  AS 38 . 0 5 . 1 8 3  w i t h o u t [THE] prior r e v i e w  of t h e  p r o p o s e d  

sale, exchange, e n c u m b r a n c e  or o ther d i s p o s i t i o n  by [ W RI T T E N  A P P R O V A L  

OF] the board. A w r i t t e n  r e c o m m e n d a t i o n  of the b o a r d  on th e  p r o p o s e d  

sale, exchange, e n c u m b r a n c e  or other d i s p o s i t i o n  of oil or ga s  or of 

t he rights or w a i v e r  of the rights to r e c e i v e  future p r o d u c t i o n  of 

r o y a l t y  oil or gas shall be sub mi t t e d  to the l e g i s l a t u r e  at the time a 

r e s o l u t i o n  a p p r o v i n g  the p r op o s e d  sale, exchange, 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  is i n t r o d u c e d  in the l e gi s lature.

(b) Bids 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  oil or gas 

m a y  [NOT] be rejec t e d  by the c o m m i s s i o n e r  of natu r a l  r e s o u r c e s  if 

[WITHOUT THE]  prior w r i t t e n  notice of the p r op o s e d  d i s a p p r o v a l  is g i v e n  

t o  [APPROVAL OF] the 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 ch a n g e  or 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  in (a) of this sect i on  m a y  no t  be w a i v e d  by the c o m m i s s i o n e r  

o f  natural res o u r c es  u n d e r  AS 3 8 . 0 5. 1 8 3  un l e s s  [WITHOUT T HE] prior 

w r i t t e n  n o t i c e  of p r o p o s e d  waiver is g i v e n  to [APPROVAL OF] the board.

[(d) T H E  BOARD M A Y  REQUI R E  C O N D I T I O N S  R E L A T I N G  TO T H E  SALE, D E­

LIVERY, T R A N S P O R T A T I O N ,  O R  R E F INING O R  P R O C E S S I N G  WI T H I N  T H E  STATE T O  BE 

I N C LUDED 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  IN T H E  O F F E R  O F  A N D  

SALE BY C O M P E T I T I V E  B I D D I N G  OF O I L  O R  GAS O B T A I N E D  BY T H E  S T A T E  AS 

ROYA L T Y  U N D E R  AS 38.05. 1 8 2 . ]

* Sec. 6. A S  3 8 . 0 6 .0 5 5 ( a )  is amen d e d  to read:

(a) In a d d i t i o n  to the r e c o m m e n d a t i o n  [APPROVAL] b y  the b oa r d 

r e q u i r e d  u n d e r  AS 38.06 . 0 50 ,  £  [NO] 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  

of oil o r  gas or of the rights or w a i v e r  of the rights 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  o i l  or gas m a y  not be mad e  b y  the c o m m i s s i o n e r  of

-4- CSHB 624
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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  t h e  p r i o r  a p p r o v a l  o f  t he  

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 c u r r e d  in b y  a m a j o r i t y  of t h e  

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

m a d e  fo r a  t e r m  o f  no  m o r e  t h a n  one  y e a r ,  w h i c h  m a y  b e  e n t e r e d  i n t o  to 

r e l i e v e  s t o r a g e  or m a r k e t  c o n d i t i o n s .  A n y  s h o r t - t e r m  s a l e ,  e x c h a n g e  or 

o ther d i s p o s i t i o n  e n t e r e d  i n t o  u n d e r  t h e  a u t h o r i t y  o f  t hi s  s u b s e c t i o n  

m a y  no t  b e  r e n e w e d  w i t h o u t  t h e  p r i o r  a p p r o v a l  o f  the 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 c u r r e d  in b y  a m a j o r i t y  of t h e  m e m b e r s  o f  e a c h  

house.

* Sec. 7. AS 3 8 . 0 6 . 0 7 0 ( b )  is a m e n d e d  t o  read:

(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 ,  t h e  b o a r d  m a y  r e c o m m e n d  t o  

the c o m m i s s i o n e r  [REQUIRE], as a c o n d i t i o n  of the s a l e  o f  oil o r  g a s 

o b t a i n e d  by th e  s t a te  as r o y a l t y ,  t h a t  the o i l  or g a s b e  r e f i n e d  or 

p r o c e s s e d  in t h e  s t a t e  and [MAY], w h e n  it is f e a s i b l e  a n d  in t h e b e s t  

i n t e r e s t s  of t h e  s t a t e  to do so, m a y  r e c o m m e n d  to t h e  c o m m i s s i o n e r  t h a t  

b i d d e r s  e n t e r  in t o  a c o n t r a c t  to p r o c e s s  or r e f i n e  [ P R O V I D E  FOR  P R O­

C E S S I N G  OR  R E F I N I N G  OF] the o i l  or gas  in th e  s t a t e  [ U N D E R  A  C O N T R A C T  

E N T E R E D  INTO  B Y  C O M P E T I T I V E  B I DD I N G ]  b e f o r e  t h e  s a l e  o f  th e  o i l  o r  gas.

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

S e c .  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) A n y  r o y a l t y  

p r o v i d e d  for i n  AS 3 8 . 0 5 . 1 3 5  - 3 8 . 0 5 . 1 8 1  m a y  be t a k e n  in k i n d  r a t h e r  

t han in m o n e y  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 h e  t a k i n g  in k i n d  

w o u l d  be in t h e  bes t  i n t e r e s t  of t h e  state. H o w e v e r ,  r o y a l t i e s  o n  o i l  

and ga s  s h a ll  be t a k e n  in k i n d  u n l e s s

[(1)] 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 h e  t a k i n g  i n  m o n e y  

w o u l d  b e  in t h e  b e s t  i n t e r e s t  of th e  s t a t e  [ i A N D

(2) T H E  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  B O A R D  

A P P R O V E S  T H E  T A K I N G  IN M O N E Y ] .

(b) T h e  c o m m i s s i o n e r  s h a l l  s u b m i t  a d e t e r m i n a t i o n  to t a k e  r o y a l t y
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i n  m o n e y  [ A P P R O V E D  U N D E R  (a) O F  T H I S  S E C T I O N ]  to th e l e g i s l a t u r e  at th e  

f i r s t  o p p o r t u n i t y  d u r i n g  a c u r r e n t  s e s s i o n  or, if the l e g i s l a t u r e  is no t  

in s e s s i o n ,  at th e  n e x t  r e g u l a r  s e s s i o n .  T h e  l e g i s l a t u r e ,  w i t h i n  6 0  

d a y s  o r  b y  the a d j o u r n m e n t  of t h e  s e s s i o n ,  w h i c h e v e r  c o m e s  s o o n e r ,  m a y  

r e v o k e  t h e  d e t e r m i n a t i o n  by c o n c u r r e n t  r e s o l u t i o n .

* S ec. 9. AS 3 8 . 0 5 . 1 8 3  is a m e n d e d  to read:

S ec .  3 8 . 0 5 . 1 8 3 .  S A L E  OF R O Y A L T Y .  (a) T h e  sale, e x c h a n g e  o r  o t h e r  

d i s p o s a l  of a m i n e r a l  o b t a i n e d  b y  th e  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 the sale, e x c h a n g e  o r  o t h e r  d i s p o s a l  in w h o l e  o r  in p a r t  of a 

r i g h t  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  a s t a t e  l e a s e  u n d e r  

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

o t h e r  d i s p o s a l  m a d e  to the h i g h e s t  r e s p o n s i b l e  b i dd e r ,  e x c e p t  t h a t  

c o m p e t i t i v e  b i d d i n g  is not r e q u i r e d  w h e n  t h e  c o m m i s s i o n e r ,  a f t e r  p r i o r  

w r i t t e n  n o t i c e  t o  [ W I T H  THE P R I O R  W R I T T E N  A P P R O V A L  OF] th e A l a s k a  

R o y a l t y  Oil a n d  Ga s  D e v e l o p m e n t  A d v i s o r y  B o a r d  u n d e r  A S  3 8 . 0 6 . 0 5 0  [W H ER E  

A P P L I C A B L E ] , d e t e r m i n e s  that t h e  b e s t  i n t e r e s t  of the s t a t e  d o e s  n o t  

r e q u i r e  it or th a t  n o  c o m p e t i t i o n  e x i s t s .

(b) W h e n  c o m p e t i t i v e  b i d s  a r e  r e q u i r e d ,  the c o m m i s s i o n e r ,  a f t e r  

p r i o r  w r i t t e n  n o t i c e  to [WITH T H E  P R I O R  W R I T T E N  A P P R O V A L  OF] th e  A l a s k a  

R o y a l t y  Oil a n d  G as  D e v e l o p m e n t  A d v i s o r y  B o a r d ,  m a y  r e j e c t  all b i d s  if 

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

s p o n s i b i l i t y  o n  th e  p a r t  of t h e  b i d d e r s ,  o r  for r e a s o n s  c o n s i s t e n t  w i t h  

t h e  c r i t e r i a  s e t  o u t  i n  AS 3 8 . 0 6 . 0 7 0 ,  t h e  a c c e p t a n c e  of t h e  b i d s  w o u l d  

n o t  b e  in the b e s t  i n t e r e s t  o f  t h e  s t a t e .

(c) If the commissioner determines that a sale, exchange or other 

disposal of a mineral obtained by the state as a royalty under AS 38.-

05.182 or of a right to receive future mineral production under a state 

l e a s e  under this chapter shall be made otherwise than by competitive 

bid, and the Alaska Royalty Oil and Gas Development Advisory Board

if. r- , ■ - nririmiiiiwmm

■  ---
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ha s  b e e n  n o t i f i e d  in w r i t i n g  of [WHERE A P P L I C A B L E  H A S  APPROVED] that 

d e t e r m i n a t i o n ,  the c o m m i s s i o n e r  shall m ak e  pub l i c  in w r i t i n g  the s p e c i­

fic f i n d i n g s  a n d  c o n c l u s i o n s  u p o n  w h i c h  that d e t e r m i n a t i o n  is based.

(d) Oil or gas t a k e n  in k ind by the s tate as its r o y a l t y  s h a r e  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  of for ex po r t  f r o m  the state u n t i l  the 

c o m m i s s i o n e r  [WITH T H E  A P P R O V A L  OF THE A L A S K A  R O Y A L T Y  OI L  AN D  GA S  D E­

V E L O P M E N T  A D V I S O R Y  BOARD] d e t e r m i n e s  that the r o y a l t y - i n - k i n d  oil or gas 

is s u r p l u s  to the p r e s e n t  an 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

du s t r i a l  ne e d s .  The c o m m i s s i o n e r  shall 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  and r e a s o n s  o n  which his 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 days of the c o n v e n i n g  of 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 re p or t  s h o w i n g  the i m m e d i a t e  and l o n g- r a n g e  d o m e s­

tic a n d  i n d u s t r i a l  n e e d s  of th e  state for oil a n d  gas and an a n a l y s i s  of 

h o w  t h e s e  n e e d s  are to be met.

* Sec. 10. T h i s  Act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.1 0. -  

070( c ) .
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