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W O R K  D R A F T  C O P Y W O R K  D R A F T  C O P Y W O R K  D R A F T  C O P Y

By T H E  F I N A N C E  C O M M I T T E E

IN T H E  H O U S E

CS F o r  H O U S E  B I L L  NO. '310 

IN THE 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  

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

A B I L L

Fo r  an Act entitled: "An Act r e l a t i n g  to the s a l e  oi' oil o r  ga s  o b t a i n e d

by the s ^ n t o  as a r o y a l t y . "

BE IT E N A C T E D  BY 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  ALASKA:

* S e c t i o n  1. AS 3 S . 0 C . 0 7 0 ( b )  is a m e n d e d  to read:

(b) When it is e c o n o m i c a l l y  feasible, the b o a r d  shall [MAY'] 

require, as a c o n d i t i o n  of the s ale of oil or Eas o b t a i n e d  by the

s t a t e as royalty, that the oil or gas be r e f i n e d  o r  p r o c e s s e d  in the

s t a t e [AND MAY, W H E N  IT IS F E A S I B L E  A N D  IN T H E  B E S T  I N T E R E S T S  O F  T H E

S T A T E  T O  DO SO, P R O V I D E  FO R  P R O C E S S I N G  O R  R E F I N I N G  O F  T H E  O I L  O H  G A S ]

u n d e r  a c o nt r a c t  e n t e r e d  into by c o m p e t i t i v e  b i d d i n g  b e f o r e  the s a l e  

o f  the oil or gas.



STATE 
of ALASKA M W W W

TO: p

D i v i s i o n  o f  L e g a l  S e r v i c e s  
L e g i s l a t i v e  A f f a i r s  A g e n c y

FR0M: P a t  W i l l i a m s
L e g i s l a t i v e  F i n a n c e  D i v i s i o n  
M a i l  S t a t i o n  3 3 0 1  
P h :  3 7 9 5  R m .  4 1 1  C a p i t o l

A t t a c h e d  a r e  t w o  c o m m i t t e e  s u b s t i t u t e s  w e  w o u l d  l i k e  t o  h a v e  

t y p e d  u p  a n d  r e t u r n e d  t o  o u r  o f f i c e .  W e  w i l l  n e e d  t h e s e  

b . y  e a r l y  t o m o r r o v ;  m o r n i n g  s o  w e  c a n  g i v e  t h e m  t o  t h e  C h i e f  C l  

b e f o r e  1 0 : 0 0  a . m .

DATE i 3 / 4 / 7 6

s u b j e c t :  C S ! ! B  4 1 0  a n d
C S H B  7 4 3
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KU
JAY S. H A M M O N D ,  Governor

D E P A R T M E N T  OF R E VEN U E
O W C f  OF THE COMMISSIONER / A>00CH S -  JUNEAU 99801

A p r i l  25, 1975

T h e  H o n o r a b l e  H u g h  M a l o n e  

C h a i r m a n

H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  

Juneau, A l a s k a

Re: H o u s e  Bil l  No. 410

D e a r  Mr. Malone:

H o u s e  Bil l  No. 410, an ’t r e l a t i n g  to the sal e  of oil or gas o b t a i n e d  b y  the 

S t a t e  as a r o y a l t y  wa s intro d u c e d  in the H o u s e  o n  A p r i l  11, 1975 and was 

referred to the H o u s e  R e s o u r c e s  and F i n a n c e  C o m m i t t e es .  On A p r i l  24, 1975 the 

H o u s e  R e s o u r c e s  C o m m i t t e e  referred the b i l l  to the H o u s e  F i n a n c e  Committee.

F o r  the c o n s i d e r a t i o n  of the H o u s e  F i n a n c e  C o m m i t t e e ,  I a m  e n c l o s i n g  a c o p y  of 

a m e m o r a n d u m  d ated A p r i l  22, 1975 from Mr. 0. K.. G i l b r e t h,  Jr., D i rector, Oil 

and Gas D i v is i o n ,  D e p a r t m e n t  of N a t u r a l  R esources, A n c h o r a g e  to Guy R. M a r t i n ,  

C o m m i s s i o n e r,  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s a d v i s i n g  of pr o b l e m s  and costs 

of a d m inistration.

Mr. G i l b r e t h  m a y  b e  c o n t a c t e d  b y  letter to Oil and Gas D i v i s i o n ,  D e p a r t m e n t  

of N a t u r a l  R e sources, 3001 P o r c u p i n e  Drive, A n c h o r a g e ,  A l a s k a  99504 or by 

t el e p h o n e in A n c h o r a g e  at 279-1433.

V e r y  t ruly yours,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

cc: 0. K. G i l b r et h ,  Jr.

Director, Oil and Gas D iv i s i o n  

D e p a r t m e n t  of N a t u r a l  Resources
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MEMORANDUMT>gP-AKTKE«2 OF KmRsSL 3SSQ33CS3 UlVISXOS OF OIL AKD <3KS
S t a t e  o f  A l a s k a'■■ t r j t jTL £ <rs £> t ^

TO:
Gzrf  £ „  f S & r f c i s .  
C o s r s s x s s x o n e r

FO C ii;

}■•••• •* L*;
Ai...

0 „  E „  C -ilh iX z th  
Bir«scri;or !- S S  - 0 %r

DftTU: 

R U E  '40: 

TSSmPHOSE NO: 

SUBJECT:

 JteriX 22 r 1575

Hou â. SiXX #4.XQ.

T h e .  foXXopfidjsa cs&agfceftt:? a r c  " o f f e r e d  f a r  ’y o u r :  .edGSx^er§ .££Q?i w l f e B  :xeo-arS.''w U'i.

t o  t a £ - s i i b i e c t  b i l l v  - ' ■ " ........ ........................ . — •■ -    ---- ----- — — —

Th*- proposed b i l l  i s  xr. <3i.rec\- cAfti’JcL  vich. Section..3 & »0£-05Q.:.Cd)-
T h e  p r o p o s e s  b i l . l  c o u l d  p r e v e n t ,  t h e  e t e f c e  f r o m  f O c e i v ’i p g  h h e  lixgass.t; 

d o l l a r - v a l u e  f o r  i t s  o i l  o r

The b i l l  ms?? rsaali in s~ o i l  se.Iesl by £dqui*.ing r e f  isinc?. in-state When fchft closest. re finery  a»ir bo hiirsdreds o f E lie s  av?£r ~r 'vhc-fi the vo.Va-;va :lc vesy  ssall.- - For '<iYjkgzgt&e production fro s a . n e w 'cH.#o6vrery Sjll... . 20G el£1«o frop 'eK isting trars£-oratut’ion «r?d re fin in g  fa c l l . i t ie s  .of ftesr 
a see-poftp v?cmld. b&ve to,'bo refined in  AXasl'a. i f  sold. Trsn&oorsehlqn. to aa ex is ting  M&ikan re fin ery  -sigbt co?t EOf6 then. tljc o il , . is  On tl>.« othOf V?£n5- i f  the o;li is  net stfld. Ktste' it. x^otld. t-s. sqlfi;>y tho cpofr^to-f and jsay jsofc bring- tho hl^bost.'-price..'. "Scsse reS’is.s.v ir. die iou tli 1̂8" ntighu gav a presa^st. baoausc- «5'i: i  is  .qua ilt ie s . and. f,.
p.rDXj.:»if;/ to  ocean transportation. .but .under . fcltis ip-roposal tbe ste.tr.be prohibited .fros soiling  the. o i l  - obviously under, tbq ,n?OS % fe.rorable coa lit io n s  to the sta te .   .   .   .. . .. _
This b i l l  wal<5. j^cesextkfee .several VefJifevies' I f l  the Etetci’. t& t& fin t G iat* ro ya lty  o il* .  This ..oaftics the irnLxcath-on that thd fe££borica sha ll be fefei.it, This sigy not be. desircblq- la  a l l  areas o f c^v=f£.tie-nq and the if.tllca tio r* shortld.be considorod sericnsXju q ■;_• •■ _•••_••■
B&asxiss. o i l  oai-,nOi: .be. fofinad avexy^here a?td fohiner^ee are camstr»ct©€ •>* to  bartdlc certain types o f or-adbs. ' i t  «isy be rrscesaavy. to erschith 'joVig' 
to.r-f: t-alc-.-a contracts to  xn^UOb ft r:e.fincr to. refine; the roya^tv o i l  xix :~~ 
Alaska* L-or-j term contfctofcs saay or stay not; be best-hh the pjsS>li.c Z'ZZ'Z- interest.. B&sed on' tlie. present:- .vo la tile  p rice  o f cradsP loc.c? tstts't. 
c o x i t f a o t®  b e  a r e d e s i r s b i s . i .."'*' ;.' .;' *. ... * y ;

The requirements Esvefo iy ' lim it the mfshsr. of co-Bpetx t-iye bidders 
w h i . e s  w o u l d  s e r v e  t o  d e f e a t  t h e  p u r p o s e  o £  ib-.mspetrLstiys b i d d i n g '  

rr«ar n o t  r e s u l t  i n  h i c h e s b  v a l u e s  b e i n g  r e a l i s e d *

A »av flisccvcry may produce c-il for v?hlob no Alssksii refinerx  ̂ r>' sssi'Ff.' capsbi.c- of: procegeisig dcset crude^ The stntie c-oeid not c.v<wi sciJ rbe o i l  u?beKi3i hor-e.one vs.B •eilXlnt to eoEstru:ct: e; refine'fy iq  r:.and.le that typo o£ crude* This VroUlt c-yqur i f  a fie ld , is . di^covefe-d v-nicH produces■sour" crafe (Liiga sulphur content: *
In  the Frvdhoo Bay F ie ld  f the vplusa .of roya lty  oil., .that, w i l l  bh' a va il ah j.c 
fas' excee-rib etiy .tefininw or .prcsceseing-;capacity ' in . AX&sK#* Si^ce- . i ± c . ' I  
to ta l Ale.eka riarbet wr>uld only hbsprb tb o tt  16;..tot 15Vpsrcsat P.f. t-Ho ;;



Prudhoa Bay Royalty O il;  at I^sgt 65 ppjrcer-t would tsvc'i to 'I>s shipped'..: 
out. as refined products or pehtoohend.O* 1 Sr Because; labor rs. th e ....South. Is  suoG."sn0spc:jr th«n In iilas&ar e l l  going-' south vroulri
ccusnand a Signer pried t-h&ft o i l . to' be. refined .bn' the stg.t«v ; Th^S.'thfir^
r .  ^  0 .7  » _  . _      #  .  T    :___ ___ *T _ .  I .  *t _  . 4 #  . . .  J _  ?  > - ?  » .  « I  m  T -«  » .  w -  /•• > h  £•  m . ‘  ' *— *  » —  i— -  ' » s  " »  ^  f*\ r - «  V**benefits nrast be evaluated^ .wht-t-ivet i t  is. butter, to. rece ive ’ u higher price- snci have tits .refisrteri.es located outside th<s ?fcafcsf . or have .the .. refineries. located is.; th e . state: dh.£. receive B lower value to r  tbe.oi." The only, way t i l  e can" tv  a Ih-n tod is  for the beard to require t in s  both ways and ncccpt- the one with. the.. isost: benefits .to ithc st-hiP*'

. .  -~V-'r* * •Vi .  ..* V

VTO-.do net. Idovr want: is  meast. by ^prtocosed." as u s e e  .os. Xxne. 15. w x l„  . 
regard . t o  gas * D o e s '  'this- 3i©-?.n” s t r i d i n g  t h e .. C e a s x s n e i i t s ' ; f t o e  - c a s i n g -head gas or does i t  require 'liquefaction' o f  dry4 'gas?.:-."f I" V--' vdtyctcg
Dry gas fror- a il. the. dry gee f ie ld s  In  Alaska. doss..hqt, tfeuuire . 6ty lit:; processing* ss'-ifc i s  ready- fo r sa le and use idias it-. tbe 'les&seu ,- ■To require., sore. additional ’"nrocerS1 t g , regardless o f '-vraat .'this cicant 
w i l l  reduce'‘the '/slue o f'an  fcXreBdy nsarketsble .products- .. '.; ""' 1"“.".' j
Casinghead gas au c f'h o ' stripped of i t s  liq u id  co-rponeuts . hsfbre :It- I t  V.":’ ; ’capable' o f being tra n sp o rts  over long', distances .to prevent,the iicuids... 
from dropping Out in thh lin es  „.; CcnseguanfiyV any _pt6viHihp. r & c u i r i n g . , processing of th is  gas is  Knot because i t  1$.already as operstiozxal 
neoessiiy- are fo r lease'

M»ou.t th e  only conditions' under which sa les could Dp'.u.SQe: y_'; ": 
3S* fu e l or 'fu e l YiO&thy whenre eranspcrtatioii.^etuhcesl ;&£&;?; vary short so that liq u id  drop-out i s  l o t  a  prcb ler.' .’...'1 ; . . . ' bl'-tlX

£hout four years age? the lyoneJ;'. Indianp ;Xnsr;- t.heir .'gas hpurcelfGr ' ' ;  'iV'yl 
generating e le c t r ic it y  fo r tb.e Tyorfah' v i l la g e ► ‘They needed gas' to run' ;I'.; the generators► • on£orLunatsIyr• ..there whs.neigh's,'fcvsiXable close eucughlt,: to be- economical. and they had fcc- convert to' d ie se l 'Sv&X* X£- under . i.U h  si:.viS«r of rdinnstences. in  the future.Ithere srjodl.d ho son-e roya lty  car..";’"!!;; ava ilab le and. th is  law is? in  e f te c t f . they would hsve to. bo.’process" i t  b*tfuL*o- we could .b e ll it:  tb ''tl.ee i  /' f::;::!!?;

- -—  -:. -• i .-•-r - - . v  v-

ht th is  tir.c tfei only a-dvanc-a gar .cayr-ents c-f -rtny nihghltydOj. .‘\at ieastv;!~: ICO m illio n  dollars'! tliat can..be. Bibde. are through i n t e r s s a l e o  
Which probably- would hot;-require;; p r o c e s s : Op-oratord gee’• . ■ ' ( -ry‘-.; v111 be :ready for isitersfckfe-'.ssles- 'as It . ohfeadh the' seXe's Xlne» :

?tp f q c e n f X n g ' J i f  . tiiis Xdv? h h i g o l e - l d l t l b r a l  h a n d l i n g V y  ; .receive ^  .ocald ctherhlhe. i:;- iO . . : .• -:'f:;X'.
-r .■ . . . . . .  . . .  . .-/..: V- -.p •

.Due .to. t in  urprXtnde of .Irucshcc .Bay O il '̂vdXux3S5>:: inc lusion  .of w

a u t l i c r i t y  t o  e v a lo a fc o  v-ho d i f f e r e n c e s '  triers. '<2eci.de w h i c h  . lo  t h e  b e e t  V:'-!r. -: 
w a y  f o r  tf*e  s t a t e ;  • "?•'. - .

- f i s c a l  I n  t e r s e  t i c . ;

Ks believe «ictoption' o f .tM s- b i l l  *sii% reguire "t±.-a sdd itionn l :services of. ens person erperienced ih o il. and gsn refi.ni.ng and' process— :sv.g s r  the i'-efvrrtrr-o.nt- <?•£ BstnraX Desc-'arcas fo r  pr-spatatiop aed.--,; .
svaJ-uation o f bic;-:- a.h.d the f ia *  of. s  ■.cdutrs.ct. attorney fo r 'p lc l.h rX :X I;; ': 
contract nr-apnrction... hXr.ts i t  .̂ay be necessary to esqglc-y consulr-ant 
sp e c ia lis ts  to In te rp rc t a.td advise on 'contrsctusX tenasl.nn.^ cbhdxtione



o r  s a 7 . e » E'er e x s n r p l e  i f  p a t r o c h e - n i c s .  I s  « t c  i n v o l v e d ?  c o n t r a c t  c a n  -----

i>t> v e - t v  c o 2i £ i l e a t a d  a n d  o u t s i d e  exqr-erti.se w o u l d  b e  r e q u i t e d T .... .7....' 'Vr.; '".

1 0  G L ' t s r s o m x .  S s z v x o t : ^
£ " 1  7 5  

Q
7 5
5 £

7 7
6 2

7 5
7 £

7 3 '  
6 9

" S O  ■ 
7 3

2 G 0 t r a v e l 4 4 S
a «-v*

3  G O C o n t r a c t u a l {J •3H>is VI- *w JL 2-5  ' ' 2 3  ■ .......... w  -■.........................

4 0 0 C o s s s s o d L t i ^ s Cf 1 x "d • 7X i

5 0 0 E s n i j s a s e n t . 0 0 i 0 . i

6 0 0 L b  r i d  5  S T f e r P c t U r y f t 0 G 0 0 0 0

f t J -*s G r a n t s  - C l a i m s  - e t c . n 0 * VV 0 ' IV

vz »• » -*»  V/ tf: y
JZ.
u a s i f 8 3  ■) 5 4 5 3 . . X 0 4  . . .  . .  - - -

< 1 R .  L > «  S i e v e n s =  o r .
S  p e c i e i  A  s f t  i  $  O f t  r : .  1- 
D e p & . j r b r r e x r t  o f  ' R e v e n u e ;



CT3 Mrs. HAMMOND. GOVERNOR

DEPARTMENT OF REVENUE

OFFICE OF THE COMMISSIONER POUCH S - JUNEAU 99811

May 10, 1976

The Honorable Kathryn Poland 
Chairman

Senate Resources Committee 
Alaska State Legislature 

State Capitol Building 
Juneau, Alaska

Re: Committee Substitute for House Bill No. 410 am

Dear Senator Poland:

Committee Substitute for House Bill No. 410 am, an Act relating to the 
sale of oil or gas obtained by the state as a royalty, was introduced 

in the Senate on March 16, 1976 and was referred to the Senate Resources 
and Finance Committees.

For the consideration of the Senate Resources Committee, I am enclosing 

a copy of a memorandum prepared by Thomas K. Williams, Director, 
Petroleum Revenue Division, Department of Revenue, Anchorage, Alaska 
concerning the proposed legislation.

If you or any members of the Senate Resources Committee have any 

questions on the material submitted, please telephone the writer at 

465-2397 and I will contact Mr. Williams in Anchorage for further 
information.

Very truly you r s ,

R. D. Stevenson 
Special Assistant

cc: The Honorable Bill Ray
Chairman
Senate Finance Committee

Thomas K. Williams
Director, Petroleum Revenue Division 

oOJr/Cty Department of Revenue 
$  Anchorage, Alaska
•?
<■ L
P  a m

“1776-A T R I B U T E  F R O M  O U R  S T A T E  T O  O U R  N A T I O N - 1 9 7 6 ’ ’

0 0 2 3 2 6



MEMORANDUM State of Alaska
T0; R. D. Stevenson 

Special Assistant 
Department of Revenue

d a t e: April 30, 1976

FILE NO:

TELEPHONE NO:

FROM: SUBJECT: CSHB 410 am
Director
Petroleum Revenue Division

In response to your research request concerning Committee Substitute 
for HB 410, amended, the following is offered:

The Department of Natural Resources still holds to its objections to 
the change from permissive ("may") to mandatory language ("shall") 
under the Bill.

It seems to me that with the amendment to the Committee Substitute, the 
Bill seems to be primarily a semantic exercise and I see nothing substantive 
that it would achieve that the present statute doesn't accomplish already.

I concur with Mr. Gilbreth's memorandum regarding the earlier versions 
(HB 410 and CSHB 410) of the Bill.

Effects on Treasury, if any, are speculative and problematic at this time. 
The requirement to refine or process State royalties in Alaska would tend 
to reduce the number of would-be purchasers, but no one can state exactly 
what it would or might do to the price the remaining purchasers might
offer.
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sponsors: Swanson, Anderson,
Bowman, et al

O f f e r e d :  3 / 5 / 7 6
R e f e r r e d :  R u l e s

THE HOUSE BY THE FINANCE COMMITS

CS FOR HOUSE BILL NO. 410 am

IN THE LEGISLATURE OF THE STATE OF ALASKA

. NINTH LEGISLATURE - SECOND SESSION 

A BILL

1 an Act entitled: "An Act relating to the sale of oil or gas obtained

by the state as a royalty."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.06.070(b) is amended to read:

(b) When it is economically feasible and in the best interest of 

the state, the board shall [MAY] require, as a condition of the sale of

oil or gas obtained by the state as royalty, that the oil or gas be

refined or processed in the state [AND MAY, WHEN IT IS FEASIBLE AND IN 

THE BEST INTERESTS OF THE STATE TO DO SO, PROVIDE FOR PROCESSING OR 

REFINING OF THE OIL OR GAS] under a contract entered into by competitive 

bidding for [BEFORE] the sale of the oil or gas.

- 1 - CSHB 410 am
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