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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 ct r e l a t i n g  to r o y a l t y  g as co n t r a c t s ;  a n d  pro-

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  IT  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  OF  A L A S K A :

9 * S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  f i nds that the bes t  i n t e r e s t  of

10 t h e  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 au-

11 t h o r i z e d  to e s t a b l i s h  t h e  i n - v a l u e  r o y a l t y  for gas s o l d  to a g as o r  elec-

12 t r i e  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  b e t w e e n  th e  l e s s e e  of the state

13 a n d  t he u t i l i t y ,  w h e t h e r  or  n o t  t h e  gas lease e s t a b l i s h e s  a d i f f e r e n t  stan-

14 d a r d  for t h e  v a l u a t i o n  and if t h e  l e s s e e  a n d  t he u t i l i t y  are n ot r e l a t e d  to

15 e a c h  o t her. T h e  l e g i s l a t u r e  f i n d s  that this a u t h o r i z a t i o n  s h o u l d  apply

16 p r o s p e c t i v e l y  a n d  d o e s  not i n t e n d  the a u t h o r i z a t i o n  to a p p l y  to t he val-

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

18 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  o f  this Act. T h e  legisla-

19 t u r e  d o e s  n o t  i n t e n d  thi s  A c t  to  a p p l y  to the p o l i c i e s  of the s t a t e  regard-

2 0  i n g  t he v a l u e  of  th e  s t a t e ' s  r o y a l t y  s h a r e  of o i l  p r o d u c t i o n .

2 1  * 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:

2 2  (a&) W i t h i n  90 d a y s  a f t e r  the w r i t t e n  r e q u e s t  of  a l e s s e e  of a

23 l e a s e  i s s u e d  u n d e r  this s e c t i o n ,  t he c o m m i s s i o n e r  s h all e n t e r  into an

2 4  a g r e e m e n t  w i t h  t h e  l e s s e e  t o  u s e  t he p r i c e  fo r  t h e  gas e s t a b l i s h e d  i n

25  t he c o n t r a c t  b e t w e e n  t h e  l e s s e e  a n d  a g as o r  e l e c t r i c  u t i l i t y  as the
; . . ..... ...... , ..; . . j- if, ..... • . i,v . (A I T':- ->y- ■■■ /

26 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 gas p r o d u c t i o n  s o l d  by  the

27 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  t h 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
■ •' ... . .1., .. u, ,:. , ■&. ' \sf'.
28  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 ,  that

■ ’u
29  (1) t he 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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(2) c he p r o s p e c t i v e  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 ot 

b e  b a l a n c e d  by i n c r e a s e d  b e n e f i t s  to i n - s t a t e  g as a n d  e l e c t r i c  c o n­

sume r s  ;

(3) t h e  l e s s e e  a n d  the u t i l i t y  a re 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 ,  or o t h e r  a s p e c t ;  a nd
r

(4) t h e  c o n t r a c t  p r i c e  is n o t  i n  the b e s t  i n t e r e s t  o f  the

state.

(bb) N o t w i t h s t a n d i n g  (aa) o f  t his section, i n  the e v e n t  of a 

c o n t r a c t  for the s a l e  o f  r o y a l t y  gas f r o m  N o r t h  S l o p e  gas l e a s e s  that 

p r o v i d e s  for d e l i v e r y  o f  t h e  gas t h r o u g h  a  p i p e l i n e  f or e x p o r t  out of 

th e  state, the c o m m i s s i o n e r  m a y  e n t e r  into a n  a g r e e m e n t  w i t h  t he 

l e s s e e  to use t h e  p r i c e  f o r  the gas e s t a b l i s h e d  in the gas sales 

c o n t r a c t  as the v a l u e  o f  t h e  s t a te's r o y a l t y  s h a r e  of  gas p r o d u c t i o n  

sol d  b y  the l e s s e e  u n d e r  t h e  g as s a l e s  c o n t r a c t  if  the 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 c o n t r a c t  p r i c e  a s s u r e s  t h e  r e c e i p t  of 

m a x i m u m  benefits to  t h e  p e o p l e  o f  t h e  s t ate i n  r e t u r n  f or t h e  s t a t e ' s  

re s o u r c e s .  To o b t a i n  t h e  a g r e e m e n t  a l l o w e d  i n  this s u b s e c t i o n ,  a 

l e s s e e  must file a  w r i t t e n  r e q u e s t  w i t h  the c o m m i s s i o n e r  w i t h i n  90 

d ay s  a f t e r  the f i r s t  d e l i v e r y  o f  g a s  u n d e r  t h e  gas s a l e s  contract. 

The c o m m i s s i o n e r  s h a l l  a c t  in w r i t i n g  o n  the r e q u e s t  w i t h i n  120 d a y s  

of r e c e i v i n g  the w r i t t e n  r e q uest. T h e  a g r e e m e n t  b e t w e e n  t h e  l e s s e e
. is j £  >. • • •' ’ ” . "*>

a nd t h e  c o m m i s s i o n e r  m a y  b e  for a l e s s e r  p e r i o d  of  t i m e  t h a n  the

l e n g t h  o f  the l e s s e e ' s  g a s  sales c o n t r a c t  a n d  m a y  p r o v i d e  f o r  p e r i o d i c
... '.. ■ i f ■ v  :■

r e v i e w  o f  the r o y a l t y  v a l u e  t e r m  b y  th e  c o m m i s s i o n e r .  T h e  l e s s e e  h as

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

to m a k e  an i n f o r m e d  d e c i s i o n  a n d  s h a l l  p r o v i d e  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  that t h e  v a l u e  o f  the g as is r e f l e c t e d  b y  t h e  g as s a l e s
>

c o n t r a c t  rath e r  t h a n  a t t r i b u t a b l e  to t r a n s p o r t a t i o n ,  m a r k e t i n g ,  m a n u -

29 facturing, o r  o t h e r  p r o f i t  or  cos t  centers. I n  thi s  s u b s e c t i o n ,
. i v i . V v V:i ■ ' ■'



(1) "gas sales c o n t r a c t "  i n c l u d e s  a  w r i t t e n  a g r e e m e n t  f o r  

t h e  i n t r a c o m p a n y  t r a n s f e r  o f  gas;

> (2) " N o r t h  S l o p e  g a s  l e a s e s” i n c l u d e s  a g as l e ase t h a t  is

i s s u e d  b y  t he s t a t e  u n d e r  t h i s  s e c t i o n  a n d  t h a t  c o v e r s  l a n d  l y i n g  in

w h o l e  o r  i n  p a r t  n o r t h  of 68 d e g r e e s  n o r t h  l a t i t u d e ;  a n d

(3) " 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 gas s a l e s  c o n­

t r a c t "  i n c l u d e s  ta 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 ,  a n d  o t h e r  forms o f  c o n s i d e r a t i o n  r e c e i v e d  b y  t h e  l e s s e e  u n d e r  

t h e  g as s a l e s  contract.

(cc) I n  (aa) of t his 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 "  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, a m u n i c i p a l  u t i l i t y ,  a n d  a  g as o r  

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  if t h e  c o n­

t ra c t  g as 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  

u t i l i t y  e i t h e r  owns the p i p e l i n e  or  is r e l a t e d  in  o w n e r s h i p  to t h e  

o w n e r  of t he p i p e line, t h e n  t h e  gas u t i l i t y  q u a l i f i e s  as a " gas o r  

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

b o u n d  o r  a g r e e s  to be b o u n d  b y  the c o v e n a n t s  set ou t  i n  A S  3 8 . 3 5 . 1 2 0 ;

(2) "price f o r  t h e  gas e s t a b l i s h e d  in  t h e  c o n t r a c t "  i n­

clu 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 ,  

a n d  o t h e r  f o rms of c o n s i d e r a t i o n  p a i d  b y  t h e  gas o r  e l e c t r i c  u t i l i t y  

u n d e r  t h e  contract;

(3) " s t ate'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  

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

t o  the s t a t e  u n d e r

(A) P.L. 8 4 - 8 3 0 ,  70 Stat. 7 0 9  ( 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  Act);

(B) 38 Stat. 1214 (Act o f  M a r c h  4, 1915); o r

(C) 43 U . S . C .  1635 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
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s t a t e  u n d e r  38 Stat. 1 2 1 4 .

*  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  t o  read:

(h) U p o n  l e g i s l a t i v e  a p p r o v a l ,  t h e  c o m m i s s i o n e r  m a y  e n t e r  int 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  i n  k i n d  b y  t h e  s t a t e  t o  a  gas or

5 e l e c t r i c  u t i l i t y  at  a  n e g o t i a t e d  p r i c e  f o r  t h e  g a s  if t h e

6 c o m m i s s i o n e r ,  a f t e r  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 f i t s ,  o t h e r  b e n e f i t s ,

7- , a n d  d e t r i m e n t s  o f  t h e  s a le, m a k e s  a  w r i t t e n  f i n d i n g  t h a t  t h e  s ale is

8 ,4. ! i n  t h e  b e s t  i n t e r e s t  o f  t h e  s t ate. I n  t h i s  s u b s e c t i o n ,

9 (1 ) "ga s  o r  e l e c t r i c  u t i l i t y "  h a s  t h e  m e a n i n g  g i v e n  in'

A S  3 8 . 0 5 . 1 8 0 ( c c ) ;
*

(2 ) " r o y a l t y  g a s  t a k e n  i n  k i n d  b y  t h e  s t a t e "  d o e s  n o t ! > 

i n c l u d e  r o y a l t y  g a s  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  g a 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 t he s t a t e  u n d e r

(A) P.L. 8 4 - 8 3 0 ,  70 Stat. 70 9  ( 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 ) ;

16 (B) 38 S t a t .  1 214 (Act of M a r c h  4,  1 9 1 5 ) ;  o r

17 (C) 4 3  U . S . C .  163 5  i n  s e t t l e m e n t  o f  t h e  c l a i m s  of t h e

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

19 *  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  i n  A S  3 8 . 0 5 . 1 8 3 ( h ) .  th e  [THE] 

l e a s e ,  s a l e ,  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  o r  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  or  p o l i t i c a l  s u b d i v i s i o n ,  o r  the l e a s e ,

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

A c t  f o r  t h e  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
ufhV.V • {■»*. . '.i.’* - l '%*• -It'**o•

o r  t h e  p r o d u c t i o n  o f  p r o c e s s  s t e a m ,  o r  b o t h ,  f o r  less t h a n

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  

p r o p e r  a n d  i n  t h e  b e s t  i n t e r e s t s  o f  t h e



1 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 t h e  n a t u r e  of t he p u b l i c

2  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  agency, s u b d i v i s i o n ,  o r  u t i l i t y

3 m a k i n g  a p p l i c a t i o n ,  a n d  o f  t h e  t e r m s  of t h e  g r a n t  u n d e r  w h i c h  t h e  land

4  w a s  a c q u i r e d  b y  t h e  state.

5 *  Sec. 5. A S  3 8 . 0 5 . 1 8 0 ( a a ) , e n a c t e d  by sec. 2 of t h i s  Act, a p p l i e s  to

6 a g r e e m e n t s  to  e s t a b l i s h  f or a l e a s e  i s s u e d  u n d e r  A S  3 8 . 0 5 . 1 8 0  th e  i n - v a l u e

7 r o y a l t i e s  o n  gas p r o d u c t i o n  t h a t  is s o l d  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  on

8 o r  a f t e r  the e f f e c t i v e  d a t e  of t h i s  A c t  b e t w e e n  t h e  s t a t e’s l e s s e e  a n d  a

9 g a s  o r  e l e c t r i c  u t i lity.

10 * Sec. 6. AS  3 8 . 0 5 . 1 8 0 (bb), e n a c t e d  by sec. 2 of t h i s  Act, a p p l i e s  to

1 1  a g r e e m e n t s  to e s t a b l i s h  fo r  a l e a s e  i s s u e d  u n d e r  A S  3 8 . 0 5 . 1 8 0  th e  i n - v a l u e

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

13 i n t o  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  of  this A c t  b e t w e e n  the s t a t e ' s  l e ssee

14 a n d  a p u r c h a s e r  of t he gas.

15 * Sec. 7. T his A c 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  A S  01.-

16 10.070(c).
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