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sponsors: Miles and Chatterton Offered: 5/24/80
Referred: Rules

I N  T H E  H O U S E  BY 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  C S  F O R  CS F O R  H O U S E  B I L L  NO. 6 2 4  ( F i n a n c e )

I N  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 B I L L

For a n  A c t  e n t i t l e d :  " A n  Act  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  t h 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

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 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  A L A S K A :

* S e c t i o n  1. AS 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

p a r t 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. AS 3 8 . 0 6 . 0 2 5  is a m e n d e d  to r ead:

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  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 ;  I 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  o f  r e v e n u e ,  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 h a 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  b e  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  for 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  by a v o t e  of a 

m a j o r i t y  of the m e m b e r s  o f  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  no 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 

q u a l i f i e s .
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l £ l  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  shall be f i l l e d  in the 

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 .  An 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 th e  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  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  not 

i m p a i r  the a u t h o r i t y  of 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  th e  bo a r d.

* S e c .  3. A S  3 8 . 0 6 . 0 5 5  is r e p e a l e d  and r e - e n a c t e d  to read:

Sec. 3 8 . 0 6 . 0 5 5 .  L E G I S L A T I V E  A P P R O V A L .  (a) 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  m a y  not e n t e r  into  a 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 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 u n d e r  AS J 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 .  T h e  l e g i s l a t u r e  m a y  a p p r o v e  a 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 or ga s  or of the r i g h t s  o r  of a 

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 

o n l y  by e n a c t i n g  l e g i s l a t i o n .  T h e  a p p r o v a l  r e q u i r e d  by t his s e c t i o n  is 

in a d d i t i o n  to the a p p r o v a l  of the b o a r d  r e q u i r e d  u n d e r  AS 3 8 . 0 6 . 0 5 0 .

(b) T h e  p r o v i s i o n s  of (a) o f  this s e c t i o n  do not a p p l y  to

(1) the s ale, 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 oi l or gas

f o r  o n e  y e a r  or less w h i c h  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  is 

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 ;

(2) c o n t r a c t s  for th e  s a l e  of s t a t e - o w n e d  r o y a l t y  g a s  or oil 

t h a t  s p e c i f y  the s a l e  a n d  d e l i v e r y  o f  no t  m o r e  t h a n

(A) 4 0 0  b a r r e l s  of c r u d e  oil per day;

(B) 4 6 0  b a r r e l s  o f  n a t u r a l  gas l i q u i d s  pe r  day ;  or

(C) 2 , 4 0 0  M c f  of n a t u r a l  ga s  pe r  day.

(c) A s ale, 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 or g a s  m a d e  

u n d e r  (b)(1) o f  this s e c t i o n  m a y  no t  be c o n t i n u e d  a f t e r  the e n d  of o n e 

y e a r  or r e n e w e d  w i t h  t h e  s a m e  p a r t y  to p r o v i d e  r e l i e f  for m a r k e t  or 

s t o r a g e  c o n d i t i o n s  w i t h o u t  the 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  u n d e r

~2- S C S  C S H B  6 2 4 ( F i n a n c e )



I p

*k*v

i

2

3

4

5

6

/

8

9

10

11

12

13

14

IS

16

1/

18

19

20

21

22

23

24

25

26

27

r

(a) o f  this section.

* Sec. 4. A S  3 8 . 0 5 .183(a) is r e p e a l e d  and r e - e n a c t e d  to read:

(a) Th e  sale, e x c h a n g e  or other 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  by 

the s t a t e  as a roya l t y  u nder A S  38.05.182, or the sale, e x c h a n g e  or 

o ther d i s p o s a l  of a right to r e c e i v e  future 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  lease u n d e r  this c h a p t e r ,  shall be b y  c o m p e t i t i v e  bid. T h e  sale, 

e x c h a n g e  or other d i s p o s al  s hall be mad e  by the c o m m i s s i o n e r  to the 

b i d d e r  w h o s e  bid offers the g r e a t e s t  return to the state, d e t e r m i n e d  by 

e v a l u a t i n g

(1) the c ash v a l u e  of the hid; and

(2) the p r o j e c t e d  e f f e c t s  of the h i d  upo n  the e c o n o m y  of the

state, including,

(A) if the r o y a l t y  is for oil or gas,

(i) the a b i l i t y  of the b i d d e r  to refine or p r o c e s s 

the oil or gas in th e  state; and

(ii) the a b i l i t y  of the b i d d e r  to p r o v i d e  r e f i n e d  

p r o d u c t s  or b y - p r o d u c t s  for d i s t r i b u t i o n  a n d  sale in the state

w i t h  the best c o m p e t i t i v e  p r ic e  b e n e f i t s  to p u r c h a s e r s  or

c o n s u m e r s ;

(B) if the r o y a l t y  is for a ny  n a t u r a l  re s ource o t h e r  

t han oil or gas, the e s t i m a t e d  ef f e c t  of the bid, if a c c e p t e d ,  on 

i nvestment, on e m p l o y m e n t  of residents, o n  n e w  industrial an d  

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

r o y a l t y  by the bidder, a n d  on the d e v e l o p m e n t  of other n a t u r a l  

r e s o u r c e s  of the state.

* Sec. 5. A S  38. 0 5 . 1 8 3 is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(e) Oil or gas t a k e n in kin d  by the s t a t e  as its roya l t y  s h a r e  m a y  

n o t  be 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  from the s tate u n t i l  the 

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  the r o y a l t y - i n - k i n d  oil or gas is s u r pl u s
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t o  the p r e s e n t  and 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  nee d s.  

T h e  c o m m i s s i o n e r  shall m a k e  publ ic ,  in w r i ting, 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  h i s  d e t e r m i n a t i o n  is based and shall, w i t h i n  10 

days of 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  the i m m e d i a t e  a n d  lo n g - r a n g 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  of the s t a t e  for oil and gas and an a n a l y s i s  of h o w  these n e e d s  

a r e  to be met.

* Sec. 6. 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 01.10.- 

070(c) .
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