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3 I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  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 E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to  r o y a l t y  g a s  c o n t r a c t s ;  a n d  p r o -

7 v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  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 :

9 * S e c t i o n  1. F I N D I N G S .  (a) T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  b est i n t e r -

10 e s t  o f  t h e  s t a t e  w i l l  b e  s e r v e d  if 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  is

11 a u t h o r i z e d  to e s t a b l i s h  t h e  v a l u e  f or r o y a l t y  g a s  t a k e n  i n  v a l u e  b y  th e

12 s t a t e  a n d  s o l d  to a n o n p r o f i t  e l e c t r i c  u t i l i t y  b y  u s i n g  t h e  c o n t r a c t  p r i c e

13 b e t w e e n  t he l e s s e e  o f  th e  s t a t e  a n d  t h e  n o n p r o f i t  e l e c t r i c  u t i l i t y ,  w h e t h e r
i V -

14 o r  n o t  the r o y a l t y  g a s  l e a s e  w i t h  the s t a t e  e s t a b l i s h e s  a  d i f f e r e n t  s t a n -

15 d a r d  f o r  t he v a l u a t i o n  a n d  if  t h e  l e s s e e  a n d  t h e  n o n p r o f i t  e l e c t r i c  u t i l i t y

16 a r e  n o t  r e l a t e d  to e a c h  o t h e r .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h i s  a u t h o r i z a -

17 t i o n  s h o u l d  a p p l y  p r o s p e c t i v e l y  a n d  d o e s  n ot i n t e n d  t h e  a u t h o r i z a t i o n  to

18 a p p l y  to  t he v a l u a t i o n  o f  r o y a l t y  g a s  t h a t  is s o l d  b y  a l e s s e e  of t h e  s t a t e

19 u n d e r  a c o n t r a c t  e n t e r e d  i n t o  b e f o r e  t h e  e f f e c t i v e  d a t e  of  t h i s  A c t  w i t h  a

2 0  n o n p r o f i t  e l e c t r i c  u t i l i t y .

21  (b) T h e  l e g i s l a t u r e  f i n d s  t hat it is a l s o  i n  t h e  b e s t  i n t e r e s t  o f  t h e

22 s t a t e  to g i v e  t h e  c o m m i s s i o n e r  e x p l i c i t  d i s c r e t i o n a r y  a u t h o r i t y  t o  s e l l

23  r o y a l t y  gas r e c e i v e d  in  k i n d  by  the s t a t e  to n o n p r o f i t  e l e c t r i c  u t i l i t i e s

2 4  at a  p r i c e  t h a t  is b e l o w  m a r k e t  v a l u e .

25 (c) T h e  p r o p e r  e x e r c i s e  of  t h e  d i s c r e t i o n  c o n f e r r e d  b y  t his A c t  o n

26 t h e  c o m m i s s i o n e r  w o u l d  s u p p o r t  a n d  c o m p l e m e n t  t h e  o t h e r  p r o g r a m s  t h a t
v . i '  »t-)*.' i  i ■>..■ • . • • *  ! VSJa '.*■*£'«k ^ b f F r  ‘ *5/ , » '  ?
27 a s s i s t  th e  c i t i z e n s  of  t h e  s t a t e  w i t h  t h e i r  l o n g - t e r m  e l e c t r i c a l  n e e d s ,

> »;d » *  ***%'> fiaa • 'v.

28 i n c l u d i n g  t h e  p o w e r  c o s t  e q u a l i z a t i o n  p r o g r a m  u n d e r  A S  4 4 . 8 3 . 1 6 2  - 4 4 . 8 3 . -
frj&ftgfoe .I***®6'* <t»vi8V.
29 16 5  a n d  h y d r o e l e c t r i c  a n d  o t h e r  p r o g r a m s  f or t h e  g e n e r a t i o n  o f  e l e c t r i c i t y .

'
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s h o u l d  a d o p t  a  p o l i c y  f o r  t he s a l e  o f  r o y a l t y  g a s  to

f o r  i n - s t a t e  g e n e r a t i o n  o f  e l e c t r i c i t y  t h a t  is
t

t h e  p o l i c i e s  o f  the s t a t e  for th e  s a l e  o f

4 r o y a l t y  o i l  a n d  f o r  t h e  s a l e  o f  r o y a l t y  g a s  f o r  e x p o r t  f r o m  t h e  s t a t e  o r

5 f o r  u s e s  o t h e r  t h a n  i n - s t a t e  g e n e r a t i o n  o f  e l e c t r i c i t y .

6 *  Sec. 2. A S  3 8 . 0 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  to read:

7 (aa) W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  of a  l e s s e e  of a

8 l e a s e  i s s u e d  u n d e r  thi s  s e c t i o n ,  u n l e s s  t h e  c o m m i s s i o n e r  m a k e s  a

9 w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  t h e  con-
j

10 t r a c t  p r i c e  is u n r e a s o n a b l y  l o w  a n d  tha t  a p r o s p e c t i v e  r e d u c t i o n  in

11 r o y a l t y  r e c e i p t s  w o u l d  n o t  b e  b a l a n c e d  b y  i n c r e a s e d  b e n e f i t s  to elec-

12 t r i e  c o n s u m e r s ,  t h e  c o m m i s s i o n e r  s h a l l  e n t e r  i n t o  a n  a g r e e m e n t  w i t h

13 t he l e s s e e  t o  u s e  t he p r i c e  f o r  t h e  g as e s t a b l i s h e d  i n  t h e  c o n t r a c t

14 b e t w e e n  t h e  l e s s e e  a n d  a n o n p r o f i t  e l e c t r i c  u t i l i t y ,  i f  t he l e s s e e  a n d

15 t h e  u t i l i t y  a r e  n o t  r e l a t e d  i n  m a n a g e m e n t ,  o w n e r s h i p ,  o r  o t h e r  a s p e c t ,

16 as t he v a l u e  o f  t h e  s t a t e ' s  r o y a l t y  s h a r e  of  g a s  p r o d u c t i o n  s o l d  b y  a

17 l e s s e e  o f  t h e  s t a t e  to  a  n o n p r o f i t  e l e c t r i c  u t i l i t y .  I n  this

18 s u b s e c t i o n

19 (1) " n o n p r o f i t  e l e c t r i c  u t i l i t y "  i n c l u d e s  a n  e l e c t r i c

20 c o o p e r a t i v e  o r g a n i z e d  u n d e r  A S  1 0 . 2 5  a n d  a  m u n i c i p a l  u t i l i t y ;  a n d

21 (2) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  the c o n t r a c t "  in-

22 e l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  d e l i v e r a b i l i t y  a n d  o t h e r  c h a r g e s ,

23 a n d  o t h e r  f o r m s  of c o n s i d e r a t i o n  p a i d  b y  t h e  n o n p r o f i t  e l e c t r i c  u t i l i -

24 ty  u n d e r  t h e  co n t r a c t .

25 *  Sec. 3. A S  3 8 . 0 5 . 1 8 3 ( h )  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  to

26 read:

27 (h) T h e  c o m m i s s i o n e r  m a y  e n t e r  i n t o  a  c o n t r a c t  t o  sel l  r o y a l t y

28 g a s  t a k e n  i n  k i n d  b y  t h e  s t a t e  t o  a n o n p r o f i t  e l e c t r i c  u t i l i t y  at less

29 t h a n  t h e  m a r k e t  v a l u e  o f  t h e  r o y a l t y  g a s  if  t h e  c o m m i s s i o n e r ,  a f t e r
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c o n s i d e r i n g  t he c o n s u m e r  b e n e fits, o t h e r  benefits, an d  d e t r i m e n t s  of 

t he sale, m a k e s  a w r i t t e n  f i n ding t hat the sale is in the b e s t  i n t e r­

est of t he state. I n  this s u b s ection, "nonprofit e l e c t r i c  u t i l i t y "  

i n c l u d e s  an  e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  A S  10.25 and a 

m u n i c i p a l  u t i l i t y .

* Sec. 4. AS 3 8 . 0 5 . 8 1 0 ( a )  is a m e n d e d  to read:

(a) E x c e p t  as o t h e r w i s e  p r o v i d e d  in AS 38.05.183(h), the [THE] 

lease, sale, or  o t h e r  d i s p o s a l  of state land or r e s o u r c e s  m a y  be m a d e  

to a s t a t e  or f e d e r a l  a g e n c y  or p o l i t i c a l  s u b d i vision, or  t he lease, 

sale, or d i s p o s a l  of coal d e p o s i t s  suitable for m i n i n g  m a y  b e  made to 

a u t i l i t y  o w n e d  an d  o p e r a t e d  by a g o v e rnment a g e n c y  o r  n o n p r o f i t  

c o o p e r a t i v e  a s s o c i a t i o n  o r g a n i z e d  to p a r t i c i p a t e  u n d e r  t he F e d e r a l  

R u r a l  E l e c t r i f i c a t i o n  A c t  for the purpose of g e n e r a t i n g  e l e c t r i c  p o w e r  

and e n e r g y  or the p r o d u c t i o n  of p r o c e s s  steam, or  both, f o r  less t h a n  

the a p p r a i s e d  v a l u e  as d e t e r m i n e d  by the d i r e c t o r  a n d  a p p r o v e d  by t h e  

c o m m i s s i o n e r  to be fair a n d  p r o p e r  and in the best i n t e r e s t s  of the 

pu b lic, w i t h  d u e  c o n s i d e r a t i o n  g i v e n  to the n a t u r e  of t he p u b l i c  

s e r v i c e s  or  f u n c t i o n  r e n d e r e d  by  the agency, s u b d i vision, o r  u t i l i t y  

m a k i n g  a p p l i c a t i o n ,  a n d  of the t e rms of the grant u n d e r  w h i c h  the lan d  

w a s  a c q u i r e d  b y  the state.

* Sec. 5. S e c t i o n  2 of t h i s  Act a p plies to co n t r a c t s  e n t e r e d  into o n  or  

a f t e r  t he e f f e c t i v e  date of  this A c t  to sell to n o n p r o f i t  e l e c t r i c  

u t i l i t i e s  gas p r o d u c e d  u n d e r  a lease i s s u e d  u n d e r  AS  38.05.180.

* Sec. 6. S e c t i o n  3 of this Act applies to c o n t r a c t s  e n t e r e d  into b y  

the s t a t e  o n  or  a f t e r  the e f f e c t i v e  d a t e  of this A ct to sell n e w  q u a n t i t i e s  

of r o y a l t y  gas to n o n p r o f i t  e l e c t r i c  utilities.

T h i s  Act t a k e s  effect imm e d i a t e l y  in a c c o r d a n c e  w i t h  A S  0 1.-
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