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Ref er r e d :  R u l e s

LN T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 624 a m

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 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 Ac t  entitled: "An Ac t  r e l a t i n g  to the r o y a l t y  on n a t u r a l  r e s o u r c e s  of

the state a n d  the A l a s k a  R o y a l t y  Oil a n d  Gas D e v e l o p­

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

d a t e ."

BE IT E N A C 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  ALASK 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 .06.020. 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 ­

pa r t m e n t  o f  C o m m e r c e  an 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  Oi l  an d  Gas D e v e l o p m e n t  A d v i s o r y  Board.

* Sec. 2. AS  3 8 . 0 6 . 0 2 5  is a m e n d e d  to read:

Sec. 3 8 .06.025. M E M B E R S H I P .  (a) Th e  b o a r d  c o n s i s t s  of the c o m­

m i 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 RM A N , ]  the c o m m i s s i o n e r  o f  revenuej_ [,] the c o m m i s s i o n e r  o f  

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

(b) E a c h  o f  the pu b l i c  m e m b e r s  shall 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  fields in suc 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 co n o m i c s ,  a n d  s ha l l  be a p p o i n t e d  by th e g o v e r n o r  to 

s erve at h i s  p l e a s u r e  for t h r e e - y e a r  s t a g g e r e d  terms 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  the m e m b e r s  of the l e g i s l a t u r e  i n  j oi 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  be s t a t e o f f i c e r s  o r  e m p l o y e e s .

(c) A  chairman shall be elected by the board from among the 

public members.

(d) A  public member, upon the expiration of his term, shall 

continue to hold office until [UNDER] his successor is appointed and
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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  be  f i l l e d  in t h e  

same manner 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 f i l l  a v a c a n c y  

shall hold o f f i c e  for the b a l a n c e  o f  the t e r m  f or  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  w a 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  n o t  

impair t h e  a u t h o r i t y  o f  a q u o r u m  o f  th e  b o a r d  m e m b e r s  to e x e r c i s e  a l l  

the powers a n d  d u t i e s  o f  th e  board.

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  sh a l l  p r e s c r i b e  its o w n  r u l e s  o f  p r o c e d u r e .  It 

s h a l l  m e e t  at a t im e  a n d  p l a c e  d e t e r m i n e d  by  t h e  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 the c h a i r m a n ,  or a m a j o r i t y  o f  the  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  o f  the v o t i n g  m e m b e r s  o f

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  to c a r r y  o u t  th e  p o w e r s  g r a n t e d  u n d e r  th 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  o f  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 a y ,  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 ar d ,  v o t e  fo r  or o n  b e h a l f  o f  

a n o t h e r  m e m b e r  o f  the 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  a n d  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

shall

(1) in a c c o r d a n c e  w i t h  t h e  c r i t e r i a  set o u t  in A S  3 8 . 0 6 . 0 7 0 ,  

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

r o y a l t y  i n t e r e s t s ;  th e  p l a n  o f  d e v e l o p m e n t  s h a l l  b e  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) public fiscal stability;

(2) hold public hearings on proposed s a l e s , exchanges, or 

other disposals of royalty oil or gas to determine whether the proposals 

comply w i t h  AS 38.06.070;
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(3) 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  t o  t h e  l e g i s l a t u r e  t h a 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

(A) t he  o i l  or  g a s t ha t  is o b t a i n e d  b y  the 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 ;  o r

(B) the r i g h t s  to r e c e i v e  f u t u r e  o i l  o r  gas p r o d u c t i o n  

u n d e r  s t a t e  l e a s e s;  a n d

(4) r e c o m m e n d  to th 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  th e 

c o n d i t i o n s  r e l a t i n g  to the sale, d e l i v 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  o r  

p r o c e s s i n g  o f  o i l  o r  gas w h i c h  h e  m a y  i n c l u d e  in th e  o f f e r  a n d  s a l e  o f  

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

(b) T h e  b o a r d  m a y

(1) d i r e c t  th 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  to s o l i c i t  

d e v e l o p m e n t  p l a n s  o r  b i d 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  set o u t  in 

A S  3 8 . 0 6 . 0 7 0  f o r

(A) 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  o f  o i l  o r  g a s

o b t a i n e d  b y  the 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 ;  o r

(B) 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  o f  a ll  o r  a

p o r t i o n  o f  th e  r i g h t s  to r e c e i v e  f u t u r e  o i l  or g a s  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 ;

(2) e m p l o y  a n  e x e c u t i v e  d i r e c t o r ,  a n d  c o n t r a c t  for th e  s e r­

v i c e s  o f  p r o f e s s i o n a l s ,  p e r s o n s  w i t h  k n o w l e d g e  o f  e c o n o m i c s  a n d  o t h e r  

d i s c i p l i n e s ,  a n d  p e r s o n s  w i t h  t e c h n i c a l  s k i l l s  w h o  m a y  b e  n e c e s s a r y  to 

a s s i s t  t h e b o a r d  in th e  e x e r c i s e  o f  its p o w e r s  a n d  d u t i e s ;  a n d

(3) a d o p t  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  A c t  

(AS 4 4 . 6 2 )  t h a t  a r e  n e c e s s a r y  f o r  t h e  e x e r c i s e  o f  i t s  p o w e r s  a n d  d u t i e s .

*  Sec. 5. A S  3 8 . 0 6 . 0 5 0  is a m e n d e d  to r ead:

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  [ A P P R O V A L ]  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  3 8 . 0 6 . 0 5 5 .  a
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[NO] sale, e x c h a n g e ,  e n c u m b r a n c e ,  o r  other d i s p o s i t i o n  of oil or gas or 

of  the r i g h t s  or w a i v e r  of the 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  not be m a d e  by the c o m m i s s i o n e r  of n a t ur a l  r e­

so 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  r e v i e w  o f  the p r o p o s e d  

sale, ex 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  b y  [ W R I 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  o n  the p r o p o s e d  

sale, 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  of oil or gas or of 

t h e  rights or w a i v e r  of the r i g h t s  to recei 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 s u b m i 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 o p 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 th e  legislature.

(b) Bids or a p p l i c a t i o n s  f o r  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 r e j e c t e d  by 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  if 

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

to [A P P R O VA L  OF] the board.

(c) C o m p e t i t i v e  b i d d i n g  i n  a sale, e x c ha 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) o f  this s e c t i o n  may 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 tu 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  u n l e s s  [ W I T H O U T  THE] p r i o r  

w r i t t e n  n o t i c e  of p r o p o s e d  w a i v e r  is g i v e n  to [A P P R O V A L  OF] the board.

[(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  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 I N I N G  OR P R O C E S S I N G  W I T H I N  TH E  S T A T E  TO  BE 

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 T H E  O F F E R  O F  AN D  

SAL E  BY C O M P E T I T I V E  B I D D I N G  O F  O I L  OR G A S  O B T A I N E D  BY T H E  S T A T E  AS 

R O Y A L T Y  U N D E R  A S  3 8.05.182.]

* Sec. 6. AS 38.06.055(a) is amended to read:

(a) In addition to the recommendation [APPROVAL] by the board 

required under AS 38.06.050, a [NO] sale, exchange or other disposition 

of oil or gas or of the rights or waiver of the rights to receive future 

production of royalty oil or gas may not be made by the commissioner of
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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  A S  3 8 . 0 5 . 1 8 3  w i t h o u t  the p r i o r  a p p r o v a l  of 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 by a m a j o r i t y  of t h e 

m e m b e r s  of ea c h  h o u s e  e x c e p t  for sales, 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 s  

m a d e  for a t e r m  of no m o r e  t h a n  o n e  year, w h i c h  m a y  be e n t e r e d  into 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  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  e n t e r e d  i nto u n d e r  th e a u t h o r i t y  of thi s  s u b s e c t i o n  

m a y  not be r e n e w e d  w i t h o u t  the p r i o r  a p p r o v a l  of 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 the m e m b e r s  of e a c h  

h o u s e .

* Sec. 7. AS 3 8 . 0 6 . 0 7 0 ( b )  is a m e n d e d  to 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 bl e ,  the b o a r d  m a y  r e c o m m e n d  to 

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 sal e  of 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 ,  that the oil or gas 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  [MAY], w h e n  it is f e a s i b l e  a n d  in the b e s t  

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

CE S S I N G  OR R E F I N I N G  OF] the oil or gas in the s t a te  [UNDER A C O N T R A C T  

E N T E R E D  INTO 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 sale of  th e  oil or gas.

* Sec. 8. AS 3 8 . 0 5 . 1 8 2  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) A n y  r o y a l t y  

p r o v i d e d  for in 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  rather 

t h a n  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  t hat the t a k i n g  in k i n d  

w o u l d  be in the be s t  i n t e r e s t  o f  th e  state. H o w e v er ,  r o y a l t i e s  o n  oil 

a n d  gas s hall 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 the t a k i n g  in m o n e y  

w o u l d  be in the b e s t  i n t e r e s t  o f  the s t a t e  [; 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  TH E  T A K I N G  IN M O NE 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 take 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 ]  t o  the l e g i s l a t u r e  at the 

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 not 

i n  s e s s i o n ,  at the 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  60 

d a y s  o r  b y  t h e  a d j o u r n m e n t  of the 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  th e d e t e r m i n a t i o n  b y  c o n c u r r e n t  r e s o l u t i o n .

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

S e c .  3 8 . 0 5 . 1 8 3 .  S A L E  O F  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  the s t a t e  as a r o y a l t y  u n d e r  AS 38.-

0 5 . 1 8 2 ,  o r  the s a le ,  e x c h a n g e  or 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  be 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 th e  h i g h e s t  r e s p o n s i b l e  b i d d e r ,  e x c e p t  that 

c o m p e t i t i v e  b i d d i n g  is n o t  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  [ 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] t h e  A l a s k a  

R o y a l t y  Oil and 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  u n d e r  A S  3 8 . 0 6 . 0 5 0  [WHERE 

A P P L I C A B L E ] ,  d e t e r m i n e s  t h a t  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  not 

r e q u i r e  it or t h 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 [ W I T H  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 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 ,  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  o f  the a m o u n t  o f  t h e  b i d s , t h e  lack of r e­

s p o n s i b i l i t y  o n  th e  p a r t  o f  t h e  b i d d e r s ,  o r  f or  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  A S  3 8 . 0 6 . 0 7 0 ,  t h e  a c c e p t a n c e  o f  the b id s  w o u l d  

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

(c) 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  t h a t  a s a l e , e x c h a n g e  or 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  A S  38.-

0 5 . 1 8 2  o r  o f  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  m a d e  o t h e r w i s e  t h a n  b y  c o m p e t i t i v e  

b i d ( a n d  th e  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  B oard

- 6 -  C S H B  6 2 4  a m

- - '  »- i . ____ . . . . . .



K\. •>

T

i

2

3

4

S

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

26

26

27

28

20

r

h a s  b e e n  n o t i f i e d  In w r i t i n g  o f  [ W H E R E  A P P L I C A B L E  H A S  A P P R O V E D ]  t h a t  

d e t e r m i n a t i o n ,  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

fi c  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  t h a t  d e t e r m i n a t i o n  is b a s e d .

(d) O i l  or gas t a k e n  in k i n d  b y  the s t a t e  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 e x p o r t  f r o m  t h e  s t a t e  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  O F  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  BO AR D ]  d e t e r m i n e s  t hat t h e  r o y a l t y - i n - k i n d  oil or ga s  

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  an d  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  o n  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  a n d  

s h a l l ,  w i t h i n  10 d a y s  of th e  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 r e p o r t  s h o w i n g  the i m m e d i a t e  a n d  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  o f  th e  s t a t e  for oi l a n d  ga s  a n d  an a n a l y s i s  of 

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

* Sec. 10. T h i s  Ac t t a k e s  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 0 1 . 1 0 . -  

0 7 0 ( c ) .
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