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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

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

A  B I L L

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

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

B E  IT E N A C T E D  B Y  T HE L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. F I N D INGS. T h e  l e g i s l a t u r e  f i n d s  that the b e s t  i n t e r e s t  of  

the s t a t e  w i l l  be s e r v e d  if 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  is a u­

t h o r i z e d  to e s t a b l i s h  the i n - v a l u e  r o y a l t y  for g as sold to a g as o r  e l e c­

tri c  u t i l i t y  by  u s i n g  the c o n t r a c t  p r i c e  b e t w e e n  t h e  lessee of t he , s t a t e  

a nd t h e  u t i l i t y ,  w h e t h e r  o r  n ot the g a s  l e ase 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

d a r d  f o r  the v a l u a t i o n  a n d  if the l e s s e e  a nd t h e  u t i l i t y  a r e  n o t  r e l a t e d  to

e a c h  othe r .  The l e g i s l a t u r e  f i nds t h a t  this a u t h o r i z a 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 nd d o e s  n o t  i n t e n d  t h e  a u t h o r i z a t i o n  to a p p l y  to the v a l ­

u a t i o n  f or r o y a l t y  p u r p o s e s  of  gas s o l d  b y  a l e s s e e  u n d e r  a g as s a l e s  

c o n t r a c t  e n t e r e d  into b e f o r e  the e f f e c t i v e  d a t e  o f  this Act .  T h e  l e g i s l a­

tur e  d o e s  n ot inte n d  this A ct to a p p l y  to the p o l i c i e s  of t h e  s t a t e  r e g a r d­

ing t h e  sale of r o y a l t y  oil.

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

(aa) ''sV i t h i n  90 d a y s  a f t e r  t he w r i t t e n  r e q uest o f  a l e s s e e  o f  a

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 ,  t he 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  the l e s s e e  to u s e  t he p r i c e  f o r  the g a s  e s t a b l i s h e d  i n  

t h e  c o n t r a c t  b e t w e e n  t he l e s s e e  a n d  a g a s  o r  e l e c t r i c  u t i l i t y  as th e  

v a l u e  of the 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  t h e  

l e s s e e  u n d e r  t he c o n t r a c t  u n l e s s  th e  c o m m i s s i o n e r  m a k e s  a w r i t t e n  

f i n d i n g  that

(1) the c o n t r a c t  p r i c e  is u n r e a s o n a b l y  low;
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t h e  l e s s e e  a n d  th 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 -

5 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 ;  a n d

6 (4) t h e  c o n t r a c t  p r i c e  is  n o t  i n  t h e  b e s t  i n t e r e s t  of  th e

7 s t a t e .

8 (bb) I n  (aa) o f  t h i s  s e c t i o n

9 (1) " g a s  o r  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  c o o p e r a -

10 t i v e  o r g a n i z e d  u n d e r  A S  10.25, a  m u n i c i p a l  u t i l i t y ,  a n d  a g a s  o r

11 e l e c t r i c  u t i l i t y  r e g u l a t e d  u n d e r  A S  4 2 . 0 5 ;  p r o v i d e d  t h a t  i f  t h e  con-

12 t r a c t  g a s  is t r a n s m i t t e d  t o  c o n s u m e r s  t h r o u g h  a p i p e l i n e  a n d  t h e  g a s

13 u t i l i t y  e i t h e r  o w n s  t h e  p i p e l i n e  o r  is r e l a t e d  i n  o w n e r s h i p  to  t h e

14 o w n e r  o f  th e  p i p e l i n e ,  t h e n  t he g a s  u t i l i t y  q u a l i f i e s  as a  " g a s  o r

15 e l e c t r i c  u t i l i t y "  w i t h i n  t h e  m e a n i n g  o f  t h i s  p a r a g r a p h  o n l y  if  it is

16 b o u n d  o r  a g r e e s  t o  b e  b o u n d  b y  t h e  c o v e n a n t s  s et o u t  i n  A S  3 8 . 3 5 . 1 2 0 ;

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

18 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 ,

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

20 u n d e r  t h e  c o n t r a c t ;

21 (3) " s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n "  d o e s  n o t

22 i n c l u d e  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  f r o m  l a n d  p a t e n t e d

23 t o  t h e  s t a t e  u n d e r

2 4  (A) P .L. 8 4 - 8 3 0 ,  70  S t a t .  7 0 9  ( A l a s k a  M e n t a l  H e a l t h

2 5  E n a b l i n g  A c t);

2 6  (B) 38 Stat. 1 2 1 4  (Act o f  M a r c h  4, 1 9 1 5 ) ;  o r

2 7  (C) 4 3  U . S . C .  1 6 3 5  i n  s e t t l e m e n t  o f  t h e  c l a i m s  o f  t h e

28 s t a t e  u n d e r  38 Stat. 1214.

29 *  Sec. 3. A S  3 8 . 0 5 . 1 8 3  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:

r e d u c t i o n  i n  r o y a l t y  r e c e i p t s  w o u l d  n o t  

t o  i n - s t a t e  g a s  a n d  e l e c t r i c  con-



(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  s e l l  r o y a l t y  

g a s  t a k e n  in  k i n d  b y  th e  s t a t e  to a g a s  o r  e l e c t r i c  u t i l i t y  at less

t h a n  t h e  m a r k e t  v a l u e  of t h e  r o y a l t y  g a s  if th e  c o m m i s s i o n e r  m a k e s  a

w r i t t e n  f i n d i n g  t h a t  the s a l e  is in  t h e  b e s t  i n t e r e s t  of  t h e  state. 

T h e  c o m m i s s i o n e r  s h a l l  c o n s i d e r  t he c o n s u m e r  b e n e f i t s ,  o t h e r  b e n e f i t s ,  

a n d  d e t r i m e n t s  o f  t he sale. I n  thi s  s u b s e c t i o n ,

(1) " gas or  e l e c t r i c  u t i l i t y "  h a s  the m e a n i n g  g i v e n  in

A S  3 8 . 0 5 . 1 8 0 ( b b ) ;

(2) " r o y a l t y  g a s  t a k e n  i n  k i n d  b y  the s t a t e "  d oes n o t

i n c l u d e  r o y a l t y  g as t a k e n  i n  k i n d  b y  t h e  s t a t e  f r o m  ga s  p r o d u c t i o n  o n  

l a n d  p a t e n t e d  to  the s t a t e  u n d e r

(A) P.L. 8 4 - 8 3 0 ,  70 Stat. 709 ( A l a s k a  M e n t a l  H e a l t h  

E n a b l i n g  A c t ) ;

(B) 38 S t at. 1214 (Act of  M a r c h  4, 1915); or

(C) 43 U . S . C .  1635 i n  s e t t l e m e n t  of t h e  c l a i m s  of t h e  

s t a t e  u n d e r  38 Stat. 1214.

Sec. 4. A S  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  A S  3 8 . 0 5 . 1 8 3 ( h ) .  the [THE] 

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

t o  a s t a t e  o r  f e d e r a l  a g e n c y  o r  p o l i t i c a l  s u b d i v i s i o n ,  o r  the lease, 

sale, o r  d i s p o s a l  of  coa l  d e p o s i t s  s u i t a b l e  for m i n i n g  m a y  be  m a d e  to 

a u t i l i t y  o w n e d  a n d  o p e r a t e d  by  a g o v e r n m e n t  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  th e  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  f o r  the p u r p o s e  o f  g e n e r a t i n g  e l e c t r i c  p o w e r  

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

t h e  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  b y  t h e  d i r e c t o r  a n d  a p p r o v e d  b y  t h e  

c o m m i s s i o n e r  to b e  fai r  a n d  p r o p e r  a n d  i n  the b e s t  i n t e r e s t s  of  t he 

p u b l i c ,  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 the p u b l i c  

s e r v i c e s  o r  f u n c t i o n  r e n d e r e d  b y  t h e  a g e n c y ,  s u b d i v i s i o n ,  o r  u t i l i t y
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1 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 o f  the g r a n t  u n d e r  w h i c h  the l and

2 w as a c q u i r e d  by  the state.

3 * Sec. 5. A S  38.05.180(aa), e n a c t e d  b y  sec. 2 of  this A c t ,  a p p l i e s  to

4 a g r e e m e n t s  to  e s t a b l i s h  for a lease i s s u e d  u n d e r  A S  38 . 0 5 . 1 8 0  the i n - v a l u e

5 r o y a l t i e s . o n  g a s  p r o d u c t i o n  that is s o l d  u n d e r  a  contract e n t e r e d  into o n

6 o r  a f t e r  the e f f e c t i v e  dat e  of this A c t  b e t w e e n  t he state's lessee and a
v..,v**.'.•• - 3 , r . ,; • . ■ - ■i"ur.-. ■ . .,i

7 g a s  o r  e l e c t r i c  utility.

8 *  Sec. 6. T h i s  Ac t  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.-

9 10.070(c).


