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B Y  THE H O USE  SPECIAL
1 IN THE H OU SE COMMITTEE ON OIL AND  GAS

2 HOUSE B I L L  NO. 495

3 IN THE LEGISLATURE OF T H E  STATE OF  ALASKA

4 FOURTEENTH L E G I S LAT UR E - SECOND SESSION

5 A  B I L L

6 Fo r an Act entitled: "An Act re lating to state oil and gas interests; and

7 providing for an effective date."

8 BE IT ENACT ED  BY  THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 38 is amended by adding a new chapter to read:

10 CH A P T E R  16. TAKING AND DI SP OS ITI ON  OF R O Y A L T Y  OIL AND  GAS.

11 Sec. 38.16.010. L EGISLATIVE FINDINGS RELATING TO ROYALTY OI L AN D

12 GAS. (a) The legislature finds that it is in the best interest of

13 the state and the citizens of the state that the state take and dis-

14 pose of royalty oil and gas in a man ne r that maximizes state revenue.

15 (b) To the extent consistent wi t h  the primary goal of maximi zi ng

16 state revenue, the secondary goals for the state in the taking and

17 di sp osition of royalty oil and gas are to

18 (1) supply existing in-state refineries and oil- or gas-

19 based utilities w i t h  oil or gas at the current market value for the

20 oil or gas;

21 (2) promote new in-state refineries and oil- or gas-based

22 utilities that are economically feasible at the current market value

23 for oil or gas without the new refineries or utilities relying on

24 royalty oil or gas contracts;

25 (3) expand the foreign market for the resources of the

26 state.

27 Sec. 38.16.020. TAKING OF ROYA LT Y IN KIND. The state shall take

28 in k i n d  an oil or gas royalty p ro vided for in A S  38.05.180, unless the

29 commissioner determines that ta ki ng the royalty in v alue would be in
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Sec. 38.16.030. M E T H O D  OF DISPOSITION OF ROYALTY. (a) The 

c o mm is si on er shall make  a di s p o s i t i o n  of royalty oil or gas obt ained 

b y  the state u n der  AS 38. 05. 18 0 by competitive bi d to the highe st  

responsible bidder, unless the commissioner d etermines, after p r i o r  

w r i t t e n  not ic e to the board, that competitive b i d d i n g  is not in the 

bes t interest of the state or  that no co m p e t i t i o n  exists.

(b) W h e n  competitive bids are required, the commissioner may, 

af t e r  prior wr i t t e n  notice to the board, reject a bid if the 

c o mm is si on er determines that acceptance of a b i d  w o u l d  not be in the 

best interest of the state due to the amount of the bid, the lack of 

re s p on si bi lit y of the bidder, or other reasons consistent w i t h  the 

criteria set out in A S  38.16.040.

(c) If the c o mm is si one r determines that a d i s p o s i t i o n  of oil o r  

gas is to be made other t h a n  by competitive bid, the com mis si on er  

shall make public in w r i t i n g  the specific findings an d conclusions 

that are the basis for the determination.

Sec. 38.16.040. C R I T E R I A  FOR D I S P O SI TI ON OF N O N C O M PE TIT IV EL Y B I D  

ROYAL TY O I L  O R  GAS T A K E N  IN KIND. W h e n  the s t a t e  does not use c o m p e t­

itive b i dd in g to dispose of royalty oil or gas taken in kind b y  the 

state u n d e r  AS 38.16.020, the commissioner sh al l make the dis p o s i t i o n  

of royalty oil or gas to the p rospective p u r c h a s e r  w h o s e  p r o p o s a l  

offers the m a x im um  reve nu e or other benefits to citizens of the state. 

W h e n  ma ki n g  an award u n d e r  this subsection, the c om mi ssioner shall 

conside r the following criteria:

(1) the cas h  v a l u e  offered, which, n o t w i t h s ta nd ing  A S  38.-

05.810(a), may not be less than the current m a r k e t  v a l u e  of the royal-
1 •

ty  oil or gas;

(2) the p r o j e c t e d  effects of the d i s p o s i t i o n  of royalty oil 

H B  495 -2-

the best interest of the state.



r

or  gas on the revenue n e e d s  a n d  p r o j e c t e d  fiscal c o n d i t i o n  of the 

state;

(3) the p r o j e c t e d  b e n e f i t s  to local a n d  r e g i o n a l  e c o no mi es 

of the state of re fi nin g o r  p r o c e s s i n g  the oil or  g a s  i n  the state;

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

that the s tate and a f f e c t e d  p o l i t i c a l  su bd i v i s i o n s  o f  the state ma y 

suffer due to the d e v e l o p m e n t  r e l a t e d  to the d i s p o s i t i o n  of roya lty  

oil or gas;

(5) the p r o j e c t e d  social effects of t h e  d i s p o s i t i o n  of 

royalty oi l or  gas;

(6) the p r o j e c t e d  e n v i r o n m e n t a l  e f fe cts  o f  the d i s p o s i t i o n  

of royal ty  oil or gas;

(7) the ab ility, intent a nd  deg r e e  of c e r t a i n t y  of the 

p r o s p e c t i v e  p u r c h a s 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  o r  b y - p r o d u c t s  for 

d i s t r i b u t i o n  and sale in the state w i t h  s i g n i f i c a n t  p r i c e  a n d  sup pl y 

benefit s for the citizens of the state;

(8) the local o r  re gi o n a l  d e s i r a b i l i t y  o f  the d i s p o s i t i o n  

of r o ya lt y oil or gas.

Sec. 38.16.050. C O N T R A C T  PROVISIONS. (a) T h e  c o m m i s s i o n e r  m a y  

not e n t e r  into a contract for a d i s p o s i t i o n  of r o y a l t y  oil or gas 

o b t a i n e d  by the state u n d e r  AS 3 8 . 0 5. 180  unl e s s  t he contract p r o v i d e s  

that an ame ndm en t of the c on t r a c t  that a p p r e c i a b l y  r e du ce s the c o n s i d­

era t i o n  r e c e i v e d  by the s t a t e  r eq ui re s the p r i o r  ap pr ov al of th e 

legislature.

(b) A  d i s p o s i t i o n  of r o y a l t y  oil o b t a i n e d  b y  the state u n d e r  

AS  3 8 . 0 5 . 1 8 0  must

(1) p ro hib it  an  a s s i g n m e n t  of u n r e f i n e d  r o ya lt y oil p u r­

chased f ro m  the state u n l e s s  the a s s i g n o r  or a s s i g n e e  d e m o n s t r a t e s  to 

the s a t i s f a c t i o n  of the  c o m m i s s i o n e r  that
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(A) the assignment will result in a significant i n­

crease of direct m o n e t a r y  benefit to e ne r g y  consumers in the 

state; and

(B) the total direct monetary b e n ef it  to energy c o n­

sumers in the state from  the assignment w il l  outweigh the m o n e­

tary benefit to the as signor and assignee; and

(2) reserve to the state the right to purchase residual oil

fr o m  in-state refiners w h e n  the residual oil is a by-product of a

d i s p o s i t i o n  of royalty oil by the state.

Sec. 38.16.060. D I S P O SI TIO N OF ROYALTY O I L  O R  GAS F O R  EXPORT. A  

di s p o s i t i o n  of royalty oil or gas taken in ki n d  by the state u n de r 

A S  38.16.020 may not be m a d e  for export from the state unless the

c o mm is si on er determines that the disposition of royalty oil or gas is 

in  the best interest of the state and makes p u b l i c  in writing the 

specific findings and reasons that are the b asis for the de t e r m i n a­

tion.

Sec. 38.16.070. LE G I S L A T I V E  APPROVAL. (a) In a dd iti on  to the 

r e c om me nd at ion  by the b o a r d  required under AS 38.06.050, the c o m m i s­

sioner ma y not enter into a disposition of r o y a l t y  oil or gas obtained

by the state under AS 38.05.180 without the p r i o r  approval of the

legislature by enactment of legislation.

(b) The commissioner shall notify the b o a r d  in w r i t i n g  of a 

d et er mi na tio n by the co mm issioner that a d i s p o s i t i o n  of royalty oil or 

gas requires legislative approval.

(c) The provisions of (a) of this s e c t i o n  do not apply to

(1) the d is p o s i t i o n  of royalty oil o r  gas for one ye a r  or

less if the d isposition is entered into to reli ev e storage or marke t

conditions;

(2) the d i s p os it io n o f  royalty oil o r  gas for two years or
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less if the d is position is b i d  competitively; or

(3) contracts for the di s p o s i t i o n  of royalty oil or gas 

that specify the sale and delivery of not more  than

(A) 400 barrels of crude oil per day;

(B) 460 barrels of n a t ur al  gas liquids per day; or

(C) 2,400 M c f  of natural gas per day.

(d) A  disposition of royalty oil or gas u n de r (c)(1) or (c)(2) 

of this section may not be continued a f t e r  the end of one year or 

renewed w i t h  the same party without the p r i o r  approval of the legis la­

ture under (a) of this section. This s ubs ec ti on  does not apply to a 

sequential competitively b i d  disposition of royalty oil or gas made 

w i t h  the same party u nd er  (c)(1) of this section.

Sec. 38.16.080. RE P O R T  BY COMMISSIONER. The commissioner shall 

submit to the legislature between the first and the 15th day of e ach 

regular legislative s es si on  a royalty oil and gas report that includes

(1) the royalty status of all pro du cin g royalty oil and gas

leases;

(2) proposed dispositions of royalty oil and gas;

(3) for each noncompetitively bi d disposition of royalty 

oil or gas the findings of the commissioner on the criteria in AS  38.- 

16.040;

(4) an evaluation of the economic consumer benefits 

resulting from in-state refiners and proce ss or s currently receiving 

royalty oil or gas; and

(5) the volume, percentage, a n d  reported value of royalty 

oil and gas

(A) b eing taken in k i n d  and in value;

(B) purc has ed  by in-state refiners and processors;

(C) actually refined o r  proc es se d in the state;



(D) sol d on  a competitive and n o n c o m p e t i t i v e  bid

basis; an d

(E) p u r c h a s e d  by fore ig n nations.

Sec. 38.16.090. CONFIDENTIALITY. N o t w i t h s t a n d i n g  A S  09.25.- 

110 - 09.25.120, the de pa r t m e n t  may provi de by r e g u l a t i o n  f o r  the

c o n f i d e n t i a l i t y  of those documents and records in the p o s s e s s i o n  or 

c on tr ol  of th e d e par tm en t that contain confidential bu si ne ss  o r  m a r­

ke t i n g  i n f o r mat io n w h e n  the p r ote ct io n of the i n f o r m a t i o n  is ess ent ia l 

to the p e r s o n  w ho  has s u b m i t t e d  the i n f o r ma ti on to the dep a r t m e n t ,  or 

w h e n  the d e pa rtm en t d e t e r m i n e s  that p r o t e c t i o n  of the i n f o r m a t i o n  is 

es s e n t i a l  to the best interest of the state. C o n f i d e n t i a l i t y  u n de r 

this s e c tio n does not p r e c l u d e  prop er re vi ew by  the legislature.

Sec. 38.16.900. DEFINITIONS. In this chapter

(1) "board" m e a n s  the A l a s k a  R o ya lty  Oil and Gas D e v e l o p­

men t  Adv i s o r y  Board;

(2) " c o m m iss io ne r"  means the c o m m i s s i o n e r  of n a t u r a l  r e­

sources;

<3) "dep ar tme nt " means the D epartment of N a tu ral  Resou rce s;

(4) "d ispose of" or " dis position of" royalty o i l  or gas

m e a n s  the sale, exchange, o r  other a l ie na ti on  by the state o f  royalty 

oil or gas o r  o f  a n  in te re st in royalt y oil or gas, and  i n c l u d e s  the

w a i v e r  of a present or future right to take future p r o d u c t i o n  of oil

o r  gas as a royalty; and

(5) "inte re st " in royalty oil or gas includes t he right to 

t ak e  future p r o d u c t i o n  of oil or gas as a royalty.

* Sec. 2. A S  38. 05 .020(b) is amended to read:

(b) T h e  c o m m i s s i o n e r  may

(1) e s t a b l i s h  reasonable p r oc ed ure s and adopt r ea so n a b l e  

r eg u l a t i o n s  ne c e s s a r y  to carry out this chap te r and A S  38.16 and,
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w h e n e v e r  ne ce s s a r y ,  issue d ir ec t i v e s  or or de rs  to the d i r e c t o r  to 

c ar ry  out s pec if ic  fu nctions and dutie s;  r eg u l a t i o n s  a d opt ed  by the 

c o m m i s s i o n e r  shall be a d o p t e d  u n d e r  the A d m i n i s t r a t i v e  P r o ced ur e Act 

(AS 44.62); orders by the c o m m i s s i o n e r  cla s s i f y i n g  land, issued a ft er 

Ja n u a r y  3, 1959, are not req ui re d to be a d o p t e d  u n d e r  the A d m i n i s t r a­

tive P r o c e d u r e  Act (AS 44.62);

(2) e n t e r  into agre em en ts  c o n s i d e r e d  n e c e s s a r y  to carry out 

the p ur pos es  of this c h a p t e r  and A S  3 8 . 1 6 , i n c l u d i n g  a g re em ent s w i t h  

federal and state ag encies;

(3) r e v i e w  a n  [ANY] order or a c t i o n  of the director;

(4) e x e r c i s e  the pow er s a nd  do the acts n e c e s s a r y  to carry 

out the p r o v i s i o n s  and objec ti ves  of this c h a p t e r  and A S  3 8 . 1 6 ;

(5) n o t w i t h s t a n d i n g  the p r o v i s i o n s  of a n o t h e r  [ANY OTHER] 

s e ct io n of this chapter, grant an e x t e n s i o n  of the time w i t h i n  w h i c h  

pa ym en ts  du e o n  a [ANY] lease or sale of state land, min erals, or 

m a t e r i a l s  m a y  be made, i n c l u d i n g  p a y m e n t  of rental and royalties, o n  a 

findi ng that c om pl i a n c e  w i t h  the r e qu ir em ent s is or wa s p r e v e n t e d  by 

r e a s o n  of war, riots, or  a cts of God;

(6) c la s s i f y  tracts for a g r i c u l t u r a l  uses and  requ ir e the 

p r e q u a l i f i c a t i o n ,  i n c l u d i n g  the s u b m i s s i o n  of c o n s e r v a t i o n  plans, 

d e v e l op me nt  plans, or o t h e r  plans, schedules, or programs, of pers on s 

w h o  apply to p a r t i c i p a t e  in an agric ult ur al  d e v e l o p m e n t  proje ct  u n d e r  

A S  44.33.475;

(7) waiv e,  postp on e,  or  o t h e r w i s e  m o d i f y  the d e v e lop me nt  

r e q uir em en ts  of a contr ac t for the sale of a g r i c u l t u r a l  land if

(A) the la n d  is i n a c c e s s i b l e  by road; and

(B) tr an sp ortation, m a rk eti ng , and dev e l o p m e n t  costs 

r e n d e r  the re qu i r e d  d e v e l o p m e n t  uneconomic.

*  Sec. 3. A S  3 8 . 0 5. 03 5 is a me nd ed  by ad di ng a n e w  s u b s e c t i o n  to read:
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1 (g) The provisions of (e) of this secti on  do not apply to

2 royalty o n  oil or gas ob ta in ed  by the state u nd er  AS 38.05.180.

3 * Sec. A. A S  38.05.036(a) is amended to read:

A (a) The Department of Revenue shall audit reports, payments, and

5 payments due relating to royalty and net profits under oil and gas

6 contracts, agreements, or leases under this chapter and AS 3 8 . 1 6 .

7 * Sec. 5. AS 38.05.036(b) is amended to read:

8 (b) The Department of Revenue may inspect all reports and other

9 in for ma ti on  filed in support of or relating to royalty an d net profits

10 payments, whethe r or not the [THAT] information is confidential, and

11 shall h o l d  the [THAT] information confidential to the extent required

12 u n d e r  oil and gas agreements, contracts, or leases, or by this chap-

13 t e r . AS 38.06.060, AS 38.16.090, or AS A3.05.230.

1A *  Sec. 6. AS 38.05.069(f) is amended to read:

15 (f) Noth in g in (c) of this section affects the disposal of

16 mi nerals u n de r AS 38.05.135 - 38.05.183 or AS  3 8 . 1 6 .

17 * Sec. 7. AS 38.05.135(a) is amended to read:

18 (a) Except as otherwise provided, v al uable mineral deposits in

19 land b e l o n g i n g  to the state are [SHALL BE] o p e n  to exploration, devel-

20 opment, and the extra ct ion  of minerals. All land, t oge th er  w i t h  tide,

21 submerged, or shoreland, to whi ch  the state holds title [TO] or to

22 w h i c h  the state may become entitled, may be obtained by  permit or

23 lease for the purpose of exploration, development, and the extraction

2A of minerals. Except as specifically limited by AS 38.05.135 - 38.05.-

25 181, land m a y  be w it hh eld  from lease applicat io n on a first-come,

26 firs t-s er ve d basis, and offered only on a competitive b i d  basis w h e n

27 de te r m i n e d  by  the commissioner to be in the best interests of the

2 8  state. In u np rov en  areas the commissioner m a y  offer a d dit io na l incen-

2 9  tives [. INCLUDING A  REDUCTION OF ROYALTY TO  A  MINI MU M OF  FIVE  PERCENT

H B  A 9 5 -8-

mmMS M |



o

1 IN THE CASE OF O I L  A N D  GAS,] and other terms in and gr anting a permit

2 or lease for e xpl oration and development whe ne ve r it appears to be in

3 the best interests of the state to do so.

4 * Sec. 8. AS 38.05.140(c) is amended to read:

5 (c) A  p e r s o n  may not take or h o l d  at one time p ho sphate leases

6 o n  state land exceeding in the aggregate 10,240 acres. A  p er s o n  may

7 not take or hold sodium leases or permits during the life of sodium

8 leases on state land exceeding in the aggregate acreage 5,120 acres,

9 except that the commissioner may, w he re  it is nece ssa ry  in order to

10 secure the e conomic mining of sodium compounds, permit a pe rs o n  to

11 take or hold sodium leases or permits for up to 15,360 acres. [A

12 PERSON MAY NOT TAKE OR HOL D A T  ANY O N E  TIME OIL  OR  GAS LEASES EXCEED-

13 ING IN THE A GG R E G A T E  500,000 ACRES G R A N T E D  ON TIDE A N D  SUBMERGED LAND

O  14 A N D  500,000 A CRE S O N  ALL L A N D  OTHER T H A N  TIDE A N D  SUBMERGED LAND,

15 INCLUDING LEASES H E L D  BOTH A S  LESSEE A N D  U NDER O PT I O N  OR OPERA TI NG

16 AGREEMENT FROM OTHERS. W HE RE  MORE THAN  A SINGLE PERSON HO LD S AN

17 INTEREST IN AN O I L  OR  GAS LEASE, EACH PERSON S HALL BE CHARGED ONLY

18 W I T H  THAT P ER CEN TA GE  OF THE TOTAL A C R E A G E  W HI CH  CORRESPONDS TO ITS

19 PERCENTAGE SHARE OF THE T O T A L  BE NEFICIAL INTEREST IN THE LEASE.]

20 * Sec. 9. AS 38.05.180(1) is amended to read:

21 (1) Subject to  the provisions of AS 31.05, the commissioner has

22 discretion to enter into an agreement whereby, w i t h  the consent of the

23 lessee, all or part of the state's royalty share of oil and gas pro-

24 ductlon may  be stored or retained in storage by the lessee, or the

25 commissioner ma y enter into an agreement wi t h  one or mo r e  of the

26 affected field leasfe holders to trade all or p a r t  of t h e  current

27 royalty pr od u c t i o n  from a f i e l d  for a like amount, kind, an d quality

28 of future production, if t h e  commissioner m akes a w r i t t e n  finding [ON

29 T H E  CONDITION] t hat the state receives b ack its stored or traded

O
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royal ty share before 80 perce nt of th e e s t i ma ted  life of the field is 

depleted, c onsidering the e n g i n e e r i n g  constr ain ts  and other relevant

factors [DURING T HE  FIRST H A L F  OF T H E  E S T I M A T E D  F I E L D  L I F E  OR  NO  L A T E R  

TH A N  15 YE AR S A F T E R  START OF PRODUCTION, W H I C H E V E R  IS SOONER].

* Sec. 10. AS 3 8 . 0 5 . 1 8 0 (q) is am e n d e d  to read:

(q) A  p lan a uthorized by (p) of this s e c t i o n  that [, WHICH] 

includes land owned by the state, m a y  cont ai n a p r o v i s i o n  v e s t i n g  the 

commissioner, or a person, committee, or s tate agency, w i t h  a u t ho ri ty  

to m o d i f y  from time to time the rate of p r o s p e c t i n g  and dev el op men t 

and the quantity and rate of p r o d u c t i o n  u n d e r  the plan. Al l leases 

op e r a t e d  under a pl a n  app r o v e d  or p r e s c r i b e d  by the c o m m i s s i o n e r  are 

e x c e p t e d  in det erm in in g ho ld in gs  or control u n d e r  (aa) of this secti on  

[AS 38.05.140]. The p ro vi s i o n s  of this s e c t i o n  c o n c e r n i n g  c o o p er at iv e

or unit plans are in ad di t i o n  to and do not affect AS  31.05.

* Sec. 11. AS 3 8 . 0 5 . 1 8 0 (r) is a m e n d e d  to read:

(r) P roducing acreage on a k n o w n  ge ol o g i c  str uc tu re  o f  a p r o­

duc i n g  oil or gas field is e x c l u d e d  from c h a r g e a b i l i t y  as a g a ins t the 

acreage limitation prov is io ns of (aa) of this s e c t i o n  [AS 38.05.140].

* Sec. 12. AS 38.05.180(t) is a m e n d e d  to read:

(t) The co mm issioner may p r e scr ib e cond it io ns and approve, on 

conditions, drilling, or d e v e l o p m e n t  contracts m a d e  by one o r  m o r e  

lessees of oil or gas leases, w i t h  one or m o r e  persons, when, in the 

d i s c r e t i o n  of the commissioner, the c o n s e r v a t i o n  of n atu ra l r es ources 

or the public convenience or  n e c e s s i t y  r eq uires it o r  the in terests of 

the state are best served. All leases o p e r a t e d  u n d e r  a ppr o v e d  d r i l l­

ing or development contracts and interests u n d e r  them, are e x c e p t e d  in 

d e t e r m i n i n g  h o l di ng or control u n d e r  (aa) of this se c t i o n  [AS 38.05.- 

140].

*  Sec. 13. AS 38.05.180 is a m e n d e d  b y  ad d i n g  a n e w  s u b s e c t i o n  to read:
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(aa) A  p e r s o n  m a y  not take o r  h o l d  at one time oi l or  gas leases 

e x c e e d i n g  in t he  a g g r e g a t e  500,0 00  acres g r an te d on ti d e  a n d  submerged 

land a n d  5 0 0 ,0 00  acres o n  all land o t h e r  than tide a n d  s u b m e r g e d  land, 

i n c l u d i n g  leases h e l d  b o t h  as les se e and u n d e r  o p t i o n  o r  ope rat in g 

ag r e em en t fro m others. Where m o r e  t h a n  one p e r s o n  h o l d s  a n  interest 

in an oil or gas lease, eac h p e r s o n  shall be ch a r g e d  onl y w i t h  that 

p e r c e n t a g e  of the a c rea ge  that c o r r e s p o n d s  to the p e r s o n ' s  share of 

the to tal  b e n e f i c i a l  interest in the lease.

Sec. 14. AS 3 8 . 0 5 . 1 8 2 ( a )  is a m e n d e d  to read:

(a) A  [ANY] r o y a l t y  p r o v i d e d  for in AS 38 . 0 5 . 1 3 5  - 38. 05 .1 81 may 

be t a k e n  in k i n d  rath er  than in m o n e y  if the c o m m i s s i o n e r  determines 

that the tak i n g  in k i n d  w o ul d be in the best int erest of the state. 

[HOWEVER, R O Y A L T I E S  ON O I L  A N D  G AS SHALL BE T A K E N  IN K I N D  UN LE SS 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 M O N E Y  W O U L D  B E  IN THE BES T 

I N T E R E S T  OF T H E  STATE.]

See. 15. AS 3 8. 0 5 . 1 8 2  is a m en de d by adding a n e w  s u b s e c t i o n  to read:

(c) This s e c t i o n  does not a pp ly  to a r o y a l t y  o n  oil or gas 

o b t a i n e d  by the state u nd er  AS 38.05.180.

Sec. 16. A S  3 8 . 0 5 . 1 8 3 ( a )  is a m e n d e d  to read:

(a) Th e sale, e x c h ang e^  o r  o t h e r  di spo sa l of a m i n e r a l  o bt ained 

by the state as a r o y a l t y  u n d e r  this chap te r [AS 38. 05 .18 2] , or the 

sale, e xc ha ng e o r  o t h e r  d is posal in W h o l e  or in part of a right to 

re 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 tate lease un de r this 

chapter, shall be  b y  c om p e t i t i v e  b i d  and the SAle, e x c h a n g e  or other 

d i s p o s a l  m a d e  t o  the h i gh es t r e s p o n s i b l e  bidder, e k c e p t  that c o m p e t i­

tiv e  biddiftg is not re4«4if*d w h e n  the C o m m i s s i o n e r  [, A F T E R  P RI OR  

W R I T T E N  N O T I C E  T O  T H 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  

B O A R D  U N D E R  A S  38.06.088,] d e t e r m i n e s  that the best in ter es t of the 

St at e does liot requi re  it o f th a t  no c om p e t i t i o n  exists.



Sec. 17. AS 38.05.183(b) is amende d to read:

(b) Wh e n  competitive bids are required, the commissioner [, 

AFTER PRIOR W R I T T E N  NOTICE TO THE  ALASKA ROYALTY OIL A N D  GAS D E V E L O P­

MENT ADV ISO RY  BOARD,] ma y reject a bid [ALL BIDS] on a determination 

that because of the amount of the bid or [BIDS,] the lack of r e s p o n­

sibility on the part of the bidder, [BIDDERS, OR FOR REASONS C O N S I S­

TENT W I T H  THE CRITERIA SET OUT IN AS 38.06.070,] the acceptance of the 

bid [BIDS] w o u l d  not be in the best interest of the state.

Sec. 18. AS 38.05.183(c) is a m e nd ed  to read:

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

other disposal of a mineral obt ained by the state as a royalty under 

this chap te r [AS 38.05.182] or of a right to receive future mineral 

pr oduction u n d e r  a state lease u n d e r  this chapter shall be made other 

[OTHERWISE] t han by competitive bid, [AND THE ALASKA ROYAL TY OI L AND  

GAS D E V E L OP ME NT  ADVISORY BOARD H A S  BEEN NOTIFIED IN WRITIN G OF THAT 

DETERMINATION,] the commissioner shall make public in w r i ti ng  the 

specific findings and conclusions on [UPON] which the [THAT] d e t e r­

mination is based.

Sec. 19. AS 38.05.183 is amended by adding a new subsec ti on to read:

(h) This section does not apply to a royalty on oil or gas 

obtained by the state un de r AS 38.05.180.

Sec. 20. AS 38.06.010 is amended to read:

Sec. 38.06.010. PURPOSE. It is the purpose of this chapter to 

facilitate the wise development of Alaska's oil and gas royalty i n t e r­

ests by p r o v i d i n g  means and procedures for [SALES, EX CHANGES O R  OTHER] 

disposition of those interests in  ways calculated to promote private 

economic g r o w t h  consistent wi t h  applicable environmental s tandards^ 

local or regional desirability, and public fiscal stability, and in 

accordance w i t h  AS 38.16 [AS 38.05.183].
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* Sec. 21. AS 38.06.020 is amended to read:

Sec. 38.06.020. ESTABLISHMENT. There is established in the 

Department of Natural Resources [COMMERCE A N D  ECONOMIC DEVELOPMENT] 

the Alaska Roya lt y Oil and Gas Develop me nt  Advisory Board.

* Sec. 22. AS 38.06.040 is rep ealed and reenacted to read:

Sec. 38.06.040. POWERS A N D  DU TIE S OF THE BOARD. (a) The board

shall

(1) in accordance w i t h  the criteria set out i n  AS 38.06.070 

and AS 38.16.040, develop a fl a n  for the w ise development of the 

state's royalty oil and gas interests; the pl a n  of development m u s t  be 

consistent w it h

(A) gro wt h of the private sector of the economy;

(B) environmental standards required by law; and

(C) public fiscal stability;

(2) hold pdblic hearings to determine w h e t h e r  a pr op o s e d  

disposition of royalty oil ot gas complies with the crite ri a in 

AS 38.16.040;

(3) examine a p roposed disposition of royalty oil or gas 

and recommend that thfe legislature approVe or disapprove the pr op o s e d  

disposition of royalty oil or gas; and

t4) recotijfoend to the commissioner conditions for the d i s p o­

sition, delivery, trihspott’ation, refining, or p rocessing of the 

royalty oil 6r gas.

(b) The bo'Atd may

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

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  s e t  o u t  L h  A S  3 8 . 0 6 . 0 7 0  a n d  

A S  3 B . 1 6 . 0 4 0  f o r  t h e  d i s p o s i t i o n  o f  r o y a l t y  o i l  o t  g a s  o b t a i n e d  b y  t h e  

s t a t e  u n d e r  A S  3 8 . 0 5 . 1 8 0 ;

\Z) e m p l o y  a n  e k e c d t l V e  d i r e c t o r ,  a n d  c o n t r a c t  f o r  t h e
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services of p ro fessionals, p e rs on s w i t h  k n o w l e d g e  of ec o n o m i c s  and 

other disciplines, and p e r son s w i t h  tec hn ic al  skills w h o  m a y  be

necessary to assist the b oa rd  in the  ex er c i s e  of its pow e r s  and

duties; a nd

(3) adopt r eg ula ti on s u n d e r  the A d m i n i s t r a t i v e  Procedure 

Act (AS 44.62) that are n e c e s s a r y  to exercis e its po w e r s  and duties.

* Sec. 23. AS 38.06.050 is r ep e a l e d  a n d  re e n a c t e d  to read:

Sec. 38.06.050. B OA RD  R E V I E W  A ND  R E C O M M E N D A T I O N  REQUIRED. If 

legislative approval is r eq u i r e d  by AS 38.16.070, the c o m m i s s i o n e r  may 

not disp os e of royalt y oil or gas wi t h o u t  p r i o r  r e v i e w  of the p r o p o s e d  

d i s p o s i t i o n  of royal ty  oil or gas by the board. The  w r i t t e n  

r e c o mm en da ti on of the b o ar d o n  the p r o p o s e d  d i s p o s i t i o n  of royal ty  oil 

o r  gas shall be s u b m it te d to the legisla tu re at the time the 

le gi slation a pproving the p r o p o s e d  d i s p o s i t i o n  of r o y a l t y  oil o r  gas 

is intro du ce d in the legislature.

* Sec. 24. AS 3 8.06.070 is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 38.06.070. CRITERIA. I n  the ex er c i s e  of the powers of the

board u n d e r  AS 38.06.040(a) and 38.06.050, the b o a r d

(1) may, w h e n  it is e c o n o m i c a l l y  f easible and in the public 

interest, r ecommend to the c o m m i s s i o n e r  as a con d i t i o n  of the d i s p o s i­

tion of roya lt y oil o r  gas that

(A) the oil o r  gas be re f i n e d  or p r o c e s s e d  in the

state;

(B) the p u r c h a s e r  be a r e f i n e r  w h o  p ro vi des  refined

pr od uc ts  or by -p ro du cts  for d i s t r i b u t i o n  and sale in the state 

w i t h  significant p rice and s up p l y  b e n e f i t s  to the citizens of the 

state; or

(C) the p u r c h a s e r  construct a p r o c e s s i n g  o r  r ef i n i n g  

fa cility in the state;
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(2) shall report f ully to th e d e p a r t m e n t  o n  each c r i t e r i o n  

in A S  3 8 . 16 .04 0 and  in (1) of this s e c t i o n  for e a c h  d i s p o s i t i o n  of 

r o y a l t y  oil or gas that r e q u i r e s  l eg i s l a t i v e  a p p r o v a l  u nd er  AS  38.16.- 

070; the report s hall be s u b m i t t e d  to the le g i s l a t u r e  for re vi e w  w h e n  

the l e g i s l a t i o n  ap p r o v i n g  the p r o p o s e d  d i s p o s i t i o n  o f  royalty oil or 

gas is i n t r o d u c e d  in the legislature.

* Sec. 25. AS 38 . 0 6 . 0 8 0  is a m e n d e d  by ad d i n g  n e w  p a r a g r a p h s  to read:

(3) "commiss ion er " m e a n s  the c o m m i s s i o n e r  of n a tur al  r e­

sources ;

(4) " dep artment" m e a n s  the Dep ar t m e n t  of Natural Resources;

(5) "d ispose of" or " d i s p o s i t i o n  of" royal ty oil o r  gas

m e a n s  the sale, exchange, or o t h e r  a l i e n a t i o n  by the state of royal ty  

oil  or gas or of an  interest in r o y a l t y  oil or gas, and includes the

w a i v e r  of a present or future right to take futur e p r o d u c t i o n  of oil

or  gas as a royalty;

(6) "inte re st " in ro y a l t y  oil or gas in cludes the right to 

take  future p r o d u c t i o n  of oil or gas as a royalty.

* Sec. 26. A S  4 3. 05.010(16) is a m e n d e d  to read:

(16) audit reports, pay men ts , and p a y m e n t s  due r el a t i n g  to

r oy al ty  a n d  net p r o fi ts  u n d e r  oil an d gas co ntracts, agreements, or

leases u n d e r  AS 38.05 and A S  3 8 . 1 6 ;

* Sec. 27. A S  4 4. 62.175(a) is a m e n d e d  to read:

(a) Th e lieutenant g o v e r n o r  shall p u b l i s h  or contract for the 

p u b l i c a t i o n  of the A l a s k a  A d m i n i s t r a t i v e  Journal. Th e journal shall 

b e  p u b l i s h e d  weekly. The j o u r n a l  m u s t  include

(1) n o t ic es of p r o p o s e d  actions g i v e n  under AS  44.62.-

190(a);

(2) n o t i c e s  of s t a t e  a g e n c y  m ee ti n g s  r equ i r e d  u n d e r  AS 44.- 

62.310(e), ev e n  if the m e a t i n g  has b e e n  held;
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1 (3) notices of solicitations to b i d  issued u n d e r  AS 37.-

2 05.230 and AS 3 8 . 1 6 . 0 3 0 ;

3 (A) notices of state agency requests for proposals issued

4 under A S  18.55.255, 18.55.320; AS 19.10.190; AS 19.40.020; AS 35.15.-

5 030; AS 36.98.030; AS 37.05.230, 37.05.315(d); AS 38.05.120; and

6 AS 43.40.010;

7 (5) executive orders and adm inistrative orders issued by

8 the governor;

9 (6) w r it te n delegations of authority made by the go vernor

10 or the he a d  of a principal department under AS 44.17.010;

11 (7) the text or a summary of the text of a r e gu la tio n or

12 order of repeal of a regulation for w h i c h  notice is given u nd er

13 AS 44.62.190(a), including an emergency re gul a t i o n  or repeal w h e t h e r

14 or not it has taken effect;

15 (8) a summary of the text of re cently issued formal opin-

16 ions and memoranda of advice of the attorney general; [AND]

17 (9) a list of vacancies on boards, commissions, and other

18 bodies whose members are appointed by the g o v er no r^

19 (10) a notice of the findings r eq u i r e d  to be m a d e  public by

20 the commissioner of natural resources under A S  38.16.030 and 38.16.-

21 0 6 0 .

22 * Sec. 28. AS 38.05.183(d), (e), (f), and (g); and AS 38.06.055 are

23 repealed.

24 * Sec. 29. This Act takes effect immediately in accordance wi t h  A S  01.-

25 10.070(c).
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