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Introduced: 2/11/86
Referred: H o u s e  Special Com mi tt ee  on
O i l  & Gas, R e s o u r c e s  and F i na nc e

B Y  P E A R C E , H A N L E Y , J E N K I N S
1 IN T H E  H O U S E  P I G N A L B E R I  A N D  COLLINS

2 S P O NS OR S U BST IT UT E FOR H O U S E  B I L L  NO. 425

3 IN T HE  L E G I S L A T U R E  OF THE S TATE O F  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - S EC O N D  S E S S I O N

5 A  BIL L

6 Fo r a n  Act entitled: "An Act re lating to the r o y a l t y  value of a natur al

7 gas lease o n  state land; a n d  p r o v i d i n g  for an effec-

8 tive date."

9 BE  IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF  A LA SK A:

10 * S e c t i o n  1. FINDING. The legislature finds that to p r o v i d e  for the

11 u ti lization, d e v e lo pm en t and cons erv at io n of gas r e s o u r c e s  for the m a x i m u m

12 benefit of the peo pl e of the state, the value of p r o d u c t i o n  of gas for

13 pu rposes of computing the royalty reserved to th e state m ust be b a s e d

14 p r i m ar il y on  the contract price of gas rather t h a n  the current mar ket  v a l u e

15 of the gas. This will enc ou ra ge stable markets, p r o m o t e  investment, assure

16 r e as ona bl e energy prices and p r ovi de  the m a x i m u m  b e n e f i t  to the people of

17 the state.

18 * Sec. 2. AS 38. 05 .1 80 is amended by add in g a n e w  s ub sec ti on  to read:

19 (aa) N o t w i t h s t a n d i n g  o t h e r  prov is io ns of this section, if the

20 royalty share of natur al  gas reserved to t h e  state u n d e r  a lease

21 is su ed  by the state u n der  this section is t a k e n  in value, the v a l u e  of

22 p r o d u c t i o n  sold u n d e r  a lon g- te rm sales c o n t r a c t  ma y not be g r e a t e r

23 tha n the price r ec e i v e d  for the p r o d u c t i o n  u n d e r  the lon g-term sales

24 contract unless it is shown by clear and c o n v i n c i n g  evidenc e that the

25 lo ng -te rm  contract p rice was u n r ea so na bly  l o w  at the time of contract.

26 * Sec. 3. This Act applies to leases issued b e for e,  on, or after the

27 eff ec ti ve date of this Act.

28 * Sec. 4. This Act takes effect immediately i n  a c co rd anc e w i t h  AS  01.-

29 10.070(c).
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