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Golden Valley and the State of Alaska negotiated an agreement in 1976 to 

sell 5,000 barrels per day of royalty oil. Golden Valley requested 

royalty oil so that crude oil might be used as turbine fuel for power 

generation if market conditions made the cost prohibitive.

Golden Valley did not exercise its option to purchase until 1981. It 

assigned iticontract rights to Mapco in exchange for a price discount on 

the turbine fuel.

This price discount, over $500,000 a year, is passed on to its 50,000 

electric customers. The Department of Natural Resources has indicated 

that continued royalty oil sales to GVEA is in the best interest of the 

state because it offers maximum benefits to the citizens of the State.

The new Golden Valley contract with the State is a long-term 

noncompetitive bid contract for 10 years. It is still awaiting final 

approval. This contract will require legislative approval and will not 

be ready for that approval until March. It then must be signed by the 

governor. It becomes effective four months after signing.



The expiration date of the existing contract is June 30, 1985.

As part of the Prudhoe Bay Unit Agreement of April 1, 1971, 90 days 

notice must be given to the producers to switch from in kind taking to 

in value for a small volume. This is the nomination/denomination 

process.

Notice must be given to the p*- ^icers by March 31, 1985 under the 

existing contract—  if it expires June 30— in order for the State to 

return to in value taking.

Essentially with no extension the royalty oil will stop coming to Golden 

Valley. There will be a gap between the old and new contract. There is 

a four month waiting period before the new contract takes effect so that 

the State may notify the producers of its desire to take in kind. In 

addition to these problems are the procedural requirements found in the 

bill relating to public notice. Each notice step takes a certain amount 

of time.

This bill will allow the Golden Valley contract to extend for three 

months, enough time for the new contract to take effect and keep the 

prices of turbine fuel down to help lower fuel costs to its customers. 

The legislation is temporary and expires October 1, a time fixed to 

coincide with the new contract start-up.

It is not practical at this time to treat the proposed extension as a 

new disposal due to numerous requirements which would be waived by the 

proposed CS for SB 152.
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HB 233

Letter of Intent

Passage of this legislation is in no way to be construed as tacit approval 
or endorsement having been given to the proDosed ten-year royalty oil 
contract with GVEA. The ten-year contract shall be reviewed exclusively 
on its own merits at such time as this contract is presented to the 
Legislature.
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From: Jona than  S p e rb e r ,  Committee Aide

D a te : March 17 , 1985

Re: CSSB 152

The D re sen t  and p roposed  GVEA r o y a l t y  o i l  c o n t r a c t s  a r e  bo th  
p re d ic a te d  on GVEA a s s ig n in q  i t s  c rude  o i l  t o  MAPCO, in  exchange 
f o r  which MAPCO then s e l l s  a sh a re  o f  #4 t u r b in e  f u e l  t o  GVEA
a t  a d i s c oun ted  p r i c e .  O f the  5 , 0 0 0  b /d  o f  c rude  o i l  p r e s e n t l y
be ing  a s s ig n ed  t o  MAPCO, 625  b /d  o f  #4 t u r b in e  f u e l  i s  in  r e t u r n  
s o ld  t o  GVEA. Th is  r e p re s e n t s  a p p ro x im a te ly  o n e - t h i r d  o f  GVEA's 
tu r b in e  f u e l  needs , and o n e - s i x t h  o f  th e  u t i l i t y ' s  t o t a l  ene rgy  
needs .

The t u r b in e  f u e l  i s  s o ld  t o  GVEA a t  a d i s c o u n t  from MAPCO's s tan d a rd  
p r i c e ,  and t h i s  $ 5 5 0 ,0 0 0  annua l d i s c o u n t  i s  Dassed th rough  t o  
GVEA's members as a 1 .57% s a v in g s  on t h e i r  e l e c t r i c a l  c o s t s .  Th is  
consumer b e n e f i t  s a t i s f i e s  the  b e s t - i n t e r e s t  req u i rem en ts  s e t  
f o r t h  in  AS 3 8 ,  and thu s  s e rv e s  as th e  b a s i s  and j u s t i f i c a t i o n  
f o r  th e  s t a t e  t o  s e l l  r o y a l t y  o i l  t o  GVEA.

The p ro du c t  breakdown o f  th e  5 , 0 0 0  b /d  o f  c rude  o i l  t h a t  MAPCO 
p r e s e n t l y  r e c e iv e s  from  GVEA i s  as f o l l o w s :

625 b /d  #4 t u rb in e  f u e l  s o ld  t o  GVEA a t  d is c o u n t  
1758  b /d  o th e r  r e f i n e d  p ro d u c ts
2617  b /d  r e s i d u a l  o i l
5000  b /d  t o t a l



The residual oil is returned to the Trans-Alaska Pipeline at 
Fairbanks, and is then reclaimed by MAPCO as whole crude oil at 
Valdez. MAPCO may then exchange this oil for crude oil from the 
North Slope, thereby repeating the process of receiving, refining, 
returning, and exchanging oil. As a penalty for returning lower- 
guality oil into the pipeline, MAPCO pays a quality bank differential 
of 100 per API degree loss. At a 7 degree quality loss, MAPCO 
would pay a penalty of 700 per barrel.

Each barrel of crude oil refined by MAPCO produces approximately 
5.25 gallons of turbine fuel and 11.18 gallons of jet fuel and 
diesel/heating oil. The remaining oil is reinjected into the 
pipeline as resid. MAPCO marks-up turbine fuel at about 90/gal.
(from assignment agreement with MAPCO) and jet and diesel/heating 
oil at about 260/gal. (from Alaska Petroleum Product Pricing).
This implies an annual gross profit of about $2,170,000 based 
on 1758 b/d at a mark-up of $3.38 per barrel. Operating and depreciation 
expenses would be deducted from this figure to arrive at MAPCO's 
annual net profit.
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HB 233/CSSB 152

Passage o f  e i th e r  HB 233 or i t s  companion b i l l ,  CSSB 152, would provide 
for an emergency three-month extension o f  the present GVEA roya lty  
o i l  c o n t r a c t .  The b e s t - in t e r e s t  find ing o f  t h i s  b i l l  i s  based on the 
roy a lty  o i l  being assigned to  MAPCO, and MAPCO in turn s e l l in g  turbine  
fue ld  to  GVEA a t a discounted p r i c e .  Th is d iscount r e s u l t s  in a 1.57% 
•'"',ings to  consumers on th e i r  e l e c t r i c a l  c o s t s .
Because t h i s  le g i s l a t i o n  would bypass severa l procedures re la t in g  to  
the d is p o s i t io n  o f  roy a lty  o i l ,  i t  i s  worthwhile to  review the events 
th a t  led  to  the in trodu c t ion  o f  t h i s  l e g i s l a t i o n .

1976 N egotia tions take p lace  between the Department o f  Natural 
Resources and GVEA

1977 GVEA con tra c t  i s  signed
1978 GVEA is  e l i g i b l e  to  begin rece iv ing  roy a lty  o i l ;  con trac t

exp ires s ix  years from date o f  f i r s t  r e c e ip t
1981 GVEA e le c t s  to  begin rece iv ing  roy a lty  o i l ,  a t  a ra te

o f  5 ,0 0 0  b/d
1982 GVEA request 10 -year extension o f  con tra c t
1983 N egotia t ions take p lace  between the Department o f  Natura l 

Resources and GVEA; Royalty Board reviews the proposed 
con tra c t

1984 The s ix -y e a r  con tra c t  ex p ire s , and an emergency one-year 
c on tra c t  i s  signed

1985 HB 233 and CSSB 152 would provide f or an emergency th ree -  
month extension
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Letter of Intent

Passage o' this legislation is in no way to be construed as tacit approval 
or endorsement having been given to the oroDosed ten-year royalty oil 
contract with GVEA. The ten-year contract shall be reviewed exclusively 
on its cwn merits at such time as this contract is presented to the 
Legislature.
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Effect o f amendments. — The 1980 
amendment, in subsection (a), substituted 
"If legislative approval is required by AS 
38.06.055, a” for "No" at the beginning of 
the subsection, inserted "not” preceding 
"be made by” near the middle of the first 
sentence, deleted "the" following "AS 
38.05.183 without” near the middle of the 
first sentence, substituted "review of the 
proposed sale, exchange, encumbrance or 
other disposition by” for "written approval 
o f’ in the first sentence, and added the sec­
ond sentence; in subsection (b), deleted 
"not" following "oil or gas may,” substi­
tuted " i f  for "without the” preceding

"prior written,” and substituted "notice of 
the proposed disapproval is given to” for 
"approval o f;  in subsection (c), substituted 
"unless” for "without the" preceding "prior 
written,” and substituted "notice of 
proposed waiver is given to” for "approval 
o f; and deleted former subsection (d), 
which read; "The board may require condi­
tions relating to the sale, delivery, trans­
portation, or refining or processing within 
the state to be included by the commis­
sioner of natural resources in the offer of 
and sale by competitive bidding of oil or 
gus obtained by the state as royalty under 
AS 38.05.182."

NOTES TO D ECISIO N S

Stated in McKinnon v. Alpetco Co., 
Sup. Ct. Op. No. 2113 (File No. 5546), 633 
P.2d 281 (1981).

Sec. 38.06.055. L e g is la tiv e  a p p ro v a l, (a) In  addition to the recom­
mendation by the board requ ired under AS 38.06.050, the commis­
sioner o f na tu ra l resources m ay no t enter in to  a sale, exchange, or other 
disposition o f o il or gas or o f the rig h ts  or w a iver o f the r igh ts  to receive 
fu tu re  production o f ro ya lty  o il or gas under AS 38.05.183 w ithou t the 
p rio r approval o f the leg is la ture. The leg is la ture  may approve a sale, 
exchange, or other disposition o f o il or gas or o f the righ ts  or o f a waiver 
o f the righ ts  to receive fu tu re  production o f roya lty  o il or gas only by 
enacting legislation.

(b) The provisions o f (a) o f th is  section do not apply to
(1) the sale, exchange, or other disposition o f o il or gas for one year 

or less i f  the sale, exchange, or other disposition is entered in to  to 
re lieve storage or m a rke t conditions;

(2) contracts fo r the  sale o f state-owned roya lty  gas or oil th a t specify 
the sale and de live ry o f not more than

(A) 400 barrels o f crude o il per day;
(B) 460 barre ls o f n a tu ra l gas liqu ids  per day; and
(C) 2,400 M c f o f n a tu ra l gas per day.
(c) A  sale, exchange, or other disposition o f o il or gas made under 

(b)(1) o f th is  section m ay not be continued a fter the end o f one year or 
renewed w ith  the same pa rty  to provide re lie f for m arke t or storage 
conditions w ith o u t the p r io r approval o f the legislature under (a) o f th is  
section. (§ 2 ch 9 SSSLA 1974; am § 2 ch 146 SLA 1977; am § 1 ch 131 
SLA 1978; am § 6 ch 112 SLA  1980)

Effect of amendments. — The 1980 tance is in law a rejection of the offer and
amendment rewrote the section. the contract would have to be returned for

Opinions o f attorney general. — The renegotiation. February 23, 1977, Op.
legislature may not conditionally approve Att’y Gen.
a contract since such conditional accep-
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(5) when the d irector determ ines i t  is in  the best in te rest o f the state 
and w il l  avoid in justice  to a person o r the heirs or devisees o f a person, 
dispose o f land, by d irec t negotia tion to th a t person who presently uses 
and who used and made im provem ents to th a t land before January 3, 
1959 or to the heirs or devisees o f the person; the amount paid fo r the 
land sha ll be its  fa ir  m a rke t value on the date th a t the person f irs t 
entered the land, as determ ined by the  director; a parcel o f land dis­
posed o f under th is  paragraph sha ll be o f a size consistent w ith  the 
person’s p rio r use, b u t may no t exceed five acres;

(6) dispose o f an in te res t in  land lim ite d  to use for ag ricu ltu ra l 
purposes by lo tte ry ;

(7) convey to an ad jo in ing  landowner for its  fa ir  m arke t value a 
rem nant o f land th a t the  d irecto r considers unmanageable or a parcel 
o f land created by a h ighw ay righ t-o f-w ay a lignm ent or realignm ent, 
or a parcel created by the vacation o f a state-owned right-of-w ay i f

(A) the d irector determ ines th a t i t  is in  the best interests o f the state;
(B) the parcel does not exceed the m in im um  lo t size under an 

applicable zoning code; and
(C) the d irector and the p la tt in g  a u th o rity  hav ing  land use p lann ing 

ju risd ic tio n  agree th a t conveyance o f the parcel to the adjoining 
landowner w il l  resu lt in  boundaries th a t are convenient fo r the use o f 
the land by the landowner and compatible w ith  m unic ipa l land use 
plans;

(8) for good cause extend fo r up to  90 days the tim e fo r ren ta l or 
ins ta llm en t payments by a lessee or purchaser o f state land under th is  
chapter i f  reasonable penalties and in te res t set by the director are paid;

(9) qu itc la im  land or an in te res t in  land to the federal government 
on a determ ination  th a t the land or the  in terest in  land was w rong fu lly  
or erroneously conveyed by the federal government to the state.

(c) A  parcel o f land m ay be conveyed under (b) o f th is  section w ithou t 
classification or reclassification under AS 38.05.300.

(d) A  parcel o f land described in  (b) (7) o f th is  section m ust be sold 
a t its  fa ir  m arke t value as determ ined by the d irector on the basis of 
an appraisal completed as provided in  AS 38.05.840. N o th ing  in  th is  
subsection prevents the sale o f land under AS 38.05.055 or 38.05.057 
to a person not q u a lify in g  as an ad jo in ing landowner i f  the adjoining 
landowner declines to purchase the land.

(e) Upon a w r itte n  fin d in g  th a t the interests o f the  state w il l  be best 
served, the d irector may, w ith  the  consent o f the commissioner, 
approve contracts fo r the sale, lease, o r other disposal o f available land, 
resources, property or in terests in  them , and, in  addition to the condi­
tions and lim ita tio n s  imposed by law , may impose additional condi­
tions or lim ita tio n s  in  the contracts as the d irector determines, w ith  
the consent o f the commissioner, w i l l  best serve the interests o f the 
state. A  contract fo r the sale, lease, o r other disposal o f available land 
or an in te rest in  la n d 'is  not lega lly  b ind ing  on the state u n til the
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commissioner approves the contract bu t i f  the appraised value is not 
greater than $50,000 in  the case o f the sale o f land or an in terest in  
land, or $5,000 in  the case o f the annual ren ta l o f land or in terest in  
land, the d irector may execute the contract w ith o u t the approval o f the 
commissioner. Before a pub lic  hearing, i f  held, or in  any case no less 
than  21 days before the sale, lease, or other disposal o f available land, 
property, resources, or in terests in  them , the director shall make a va il­
able to the public a w r itte n  fin d in g  th a t sets out the facts and 
applicable law  upon w hich the de term ination  th a t the sale, lease, or 
other disposal w il l  best serve the interests o f the state was based. A  
w ritte n  fin d in g  is not required before the approval o f

(1) a contract for a negotiated sale authorized under AS 38.05.115;
(2) a lease o f land for a shore fishery site under AS 38.05.082;
(3) a pe rm it or other authoriza tion  revocable by the commissioner;
(4) a m inera l cla im  located under AS 38.05.195;
(5) a m inera l lease issued under AS 38.05.205; or
(6) a production license issued under AS 38.05.207.
(f) The d irector sha ll g ran t a preference r ig h t to the purchase or 

lease w ith o u t com petitive b id  o f up to five acres o f state land to an 
ind iv idua l who has erected a b u ild ing  on the land and used the land for 
bona fide business purposes fo r five or more years under .a federal 
pe rm it or w ith o u t the need for a p e rm it and, a fte r selection by the state, 
under a state use pe rm it or lease, i f  the business produced no less than 
25 percent o f the  to ta l income o f the applicant for the five years 
preceding the application to purchase or lease the land. The director 
shall sell or lease the land a t a price determ ined by the d irector to 
represent the curren t fa ir  m arke t value o f the unim proved land bu t in  
no event less than  the cost o f adm in is tra tion  inc lud ing  survey i f  
required. I f  the d irector determ ines in  a w r itte n  find ing  th a t the p u r­
chase or lease o f the land would in te rfe re  w ith  public use by residents 
o f the area, the d irector may condition the purchase or lease to m itiga te  
the adverse effects on the pub lic  use or may reject the application for 
the preference r ig h t. A  lease granted under th is  subsection may not be 
for a period in  excess o f 50 years. In  th is  subsection, "business 
purposes”  means a purpose perm itted  under the classification o f the 
land a t the tim e the land was entered. (§ 5 a r t  I I  ch 169 SLA 1959; am 
§ 1 ch 57 SLA 1960; am §§ 2 —  4 ch 61 SLA 1960; am § 1 ch 55 SLA 
1962; am § 1 ch 56 SLA 1964; am § 1 ch 98 S LA  1964; am § 1 ch 5 SLA 
1965; am § 1 ch 58 SLA 1965; am § 1 ch 194 SLA 1968; am § 1 ch 164 
SLA 1972; am §§ 2, 3 ch 257 SLA  1976; am §§ 1, 2 ch 176 SLA  1978; 
am § 15 ch 181 SLA 1978; am § 20 ch 182 S LA  1978; am § 1 ch 61 SLA 
1980; am §§ 9 —  13 ch 113 SLA  1981; am §§ 19, 20, 88 ch 152 SLA 
1984)

Revisor’s notes. — In 1981, in subsec­
tion (b) (7), the word "convey” was substi­
tuted for "dispose” at the beginning of the

paragraph and in subsection (d), the words 
"of land” were added following "parcel” 
under AS 01.05.031.

26 e

Effect o f at 
amendment ad 
AS 38.05.036":. 
graph (a)(9)(D)

The 1981 
"S50.000" for "; 
case of the s 
”35,000" for "? 
case of the ann 
tuted semicolo 
"the written 
"before a public 
finding is not ri 
o f’ following 
added subpara i 
subsection (a)(l 
amendment adt 
date of original 
price was not sei 
"a price determ 
subsection (b)(5 
tuted "on the d 
entered the lan 
preceding "as dc 
The amendment 
and (8) or subsec 
tions (c) and (d).

The 1984 anu 
paragraph (14) 
subsection (e) to 
(14) of subsection 
(0. The 1984 ai 
graph (2)ofsubsi 
guage into intr 
subparagraph (/ 
future” followi 
introductory lanf 
end of subparagi 
paragraph (B); ir

§ 38.05.035

The leasing 
governed by ri 
by the commissio 
Natural Resour. 
38.05.020(b)(1), ai 
tor of the Divisio 
subsection (a)(3) c 
Kelly, Sup. Ct. ( 
1416, 1418), 499 1 

Construction c 
reserving right 
— Provision in a I 
of Alaska, Divisi 
reserving the rigi 
or right-of-way ac 
was construed to 
transfer of a righ 
ment of Trans) 
Facilities. Wesse) 
Hwys., Sup. Ct. ( 
2834), 562 P.2d 1C



§ 38.05.182 § 38.05.183 P u b l ic  L a n d s § 38.05.1S3

nines th a t tak ing

plement th is  sec- 
ra tive  Procedure 
1; am § 6 ch 104 
>, 41 ch 127 SLA

■ces. — Construction 
■othermal Steam Act 

1001 et seq.), per- 
Jvernment lands for 
,'cothermal steam 
d 814.

fa) A ny roya lty  
n in  k ind  ra the r 
e tak ing  in  k ind  
alties on o il and 
rm ines th a t the 
state.
to take roya lty  

uring a curren t 
jx t  regular ses- 
lrnm en t o f the 
term ination by 
i  71 SLA 1971;
$ 1 ch 146 SLA

•-es the taking in 
t interest of the 
tion (b), deleted 
of this section” 

|ty in money."

dition regarding 
461.
jyalty under gas 
has expired as 

hting upon expi-

€

Overriding royalty as affected by 
surrender, forfeiture, abandonment, or 
loss of lease, 135 ALR 557.

What constitutes "royalty" on oil or gas 
production within language of conveyance, 
exception or reservation, 4 ALR2d 492.

Construction and effect of provision in 
mineral lease excusing payment of mini­
mum rent or royalty, 28 ALR2d 1013.

Solid mineral royalty as real or personal 
property, 68 ALR2d 728.

Solid mineral royalty under mining 
lease as real or personal property for 
purpose of payment of damages in con­
demnation proceedings, 68 ALR2d 735.

Expenses and taxes deductible by lessee 
in computing lessor’s oil and gas royalty or 
other return, 73 ALR2d 1056.

Payment of stipulated minimum 
royalties or annual rental under solid min­
eral lease os precluding lessor's claim of 
forfeiture or abandonment, 87 ALR2d 
1076.

"Shut-in royalty" payment provisions in 
oil and gas leases, 96 ALR2d 345.

Rights of parties to oil and gas lease or 
royalty deed after expiration of fixed term 
where production temporarily ceases, 100 
ALR2d 885.

Sec. 38.05.183. Sale o f  ro y a lty ,  (a) The sale, exchange or other 
disposal o f a m ine ra l obtained by the state as a roya lty  under AS 
38.05.182, or the sale, exchange or other disposal in  whole or in  pa rt 
o f a r ig h t to receive fu tu re  m inera l production under a state lease 
under th is  chapter, sha ll be by com petitive bid and the sale, exchange 
or other disposal made to the h ighest responsible bidder, except th a t 
com petitive b idd ing is not required when the commissioner, a fte r p rio r 
w ritte n  notice to the A laska  Royalty O il and Gas Development 
Advisory Board under AS 38.06.050, determ ines th a t the best in terest 
o f the state does not requ ire  i t  or th a t no competition exists.

(b) When com petitive bids are required, the commissioner, a fter 
p rio r w ritte n  notice to the A laska  R oyalty O il and Gas Development 
Advisory Board, m ay reject a ll bids on a determ ination th a t because o f 
the am ount o f the bids, the lack o f responsib ility  on the pa rt o f the 
bidders, or fo r reasons consistent w ith  the c rite ria  set ou t in  AS 
38.06.070, the acceptance o f the bids would not be in  the best in terest 
o f the state.

(c) I f  the commissioner determ ines th a t a sale, exchange or other 
disposal o f a m inera l obtained by the state as a roya lty  under AS 
38.05.182 or o f a r ig h t  to receive fu tu re  m inera l production under a 
state lease under th is  chapter sha ll be made otherwise than by competi­
tive  bid, and the A laska  R oya lty  O il and Gas Development Advisory 
Board has been no tified  in  w r it in g  o f th a t determ ination, the commis­
sioner sha ll make public in  w r it in g  the specific findings and conclu­
sions upon which th a t determ ination  is based.

(d) O il or gas taken in  k in d  by the state as its  roya lty  share may not 
be sold or otherw ise disposed o f for export from  the state u n til the 
commissioner determ ines th a t the ro ya lty -in -k in d  o il or gas is surplus 
to the present and projected in tras ta te  domestic and indus tria l needs. 
The commissioner sha ll make public, in  w r it in g , the specific find ings 
and reasons on w hich the de term ination  is based and shall, w ith in  10 
days o f the convening o f a regu la r session o f the legislature, subm it a 
: jp o r t  showing the im m ediate and long-range domestic and in dus tria l 
needs o f the state fo r o il and gas and an analysis o f how these needs are 
to be met.
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(e) W hen a sale, exchange or other disposal o f o il or gas taken in  k ind  
by the state as its  roya lty  share, or a sale, exchange or other disposal 
in  whole or in  pa rt o f a r ig h t to receive fu tu re  roya lty  o il or gas, under 
a state lease under th is  chapter is made other than by competitive bid, 
the sale, exchange or other disposal shall be awarded by the commis­
sioner to the prospective buyer whose proposal offers the m axim um  
benefits to citizens o f the state. The commissioner shall consider

(1) the cash value offered;
(2) the projected effects o f the sale, exchange or other disposal on the 

economy o f the state;
(3) the  projected benefits o f re fin ing  or processing the o il or gas in  

the state;
(4) the a b ility  o f the prospective buyer to provide refined products or 

by-products fo r d is trib u tio n  and sale in  the state w ith  price or supply 
benefits to the citizens o f the state; and

(5) the  c rite ria  lis ted  in  AS 38.06.070(a).
(f) The commissioner may not enter in to  a contract for the sale o f 

roya lty  o il unless the contract provides th a t any m ateria l amendment 
to the contract th a t appreciably reduces the consideration received by 
the state requires p r io r approval o f the legislature. (§ 1 ch 56 SLA 
1970; am § 3 ch 9 SSSLA 1974; am §§ 9 ,1 0  ch 112 SLA 1980; am § 2 
ch 68 SLA  1984; am § 2 ch 105 SLA 1984)

)

R e v is o r ’s  n o te s .  —  Enacted as AS 
38.05.363. Renumbered in 1970.

E ffec t o f  a m e n d m e n t s .  —  The 1980 
amendment, in subsection (a), substituted 
"after prior written notice to” for "with the 
prior written approval o f ’ and "under AS 
38.06.050" for "where applicable,” near 
the end of  the subsection; in subsection (b), 
substituted "after prior written notice to” 
for "w ith  the prior written approval o f ;  in

subsection (c), substituted "has been 
notified in writing o f '  for "where 
applicable has approved"; in subsection 
(d), deleted "with the approval of  the 
Alaska Royalty Oil and Gas Development 
Advisory Board” following "until the com­
missioner"; and added subsection (e).

The 1984 amendments added an identi­
cal subsection (f).

NOTES TO DECISIONS

W a iv e r  o f  c o m p e tit iv e  b id d in g .  —  An 
initial waiver o f  competitive bidding and a 
second waiver at the time o f  amendment 
removed any obligation to open the

contract to competitive bidding. 
McKinnon v. Alpetco Co., Sup. Ct. Op. No. 
2413 (File No. 5546), 633 P.2d 281 (1981).

Sec. 38.05.184. L im ita t io n  on  o i l  and  gas leases in  c e rta in  
areas, a n d  re a c q u is it io n  o f  leases, (a) The leg is la ture finds th a t 
Kachem ak Bay is an area o f ex traord ina ry  abundance and d ivers ity  o f 
m arine life  th a t has provided, and w il l  continue to provide in  the 
fu tu re , a basis for one o f the state’s most im portan t commercial 
fisheries; tha t recent in fo rm ation  discloses th a t even m inute quantities 
o f o il released in to  the m arine environm ent m ay be ha rm fu l to the 
la rva l forms o f crabs and other m arine life  and th a t the existence of
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(B) the r igh ts  to receive fu tu re  o il or gas production under state 
leases; and

(4) recommend to the commissioner o f na tu ra l resources the condi­
tions re la ting  to the sale, delivery, transporta tion, re fin ing  or pro­
cessing o f o il or gas which the commissioner may include in  the offer 
and sale o f o il or gas obtained by the state as roya lty  under AS 
38.05.182.

(b) The board may
(1) d irect the commissioner o f na tu ra l resources to so lic it 

development plans or bids consistent w ith  the c rite ria  set out in  AS 
38.06.070 for

(A) the sale, exchange or other disposal o f o il or gas obtained by the 
state as roya lty  under AS 38.05.182; or

(B) the sale, exchange or other disposal o f a ll or a portion o f the 
r igh ts  to receive fu tu re  o il or gas production under a state lease;

(2) employ an executive d irector, and contract for the services of 
professionals, persons w ith  knowledge o f economics and other disci­
plines, and persons w ith  technical s k ills  who may be necessary to assist 
the board in  the exercise o f its  powers and duties; and

(3) adopt regulations under the A dm in is tra tive  Procedure A ct (AS 
44.62) th a t are necessary fo r the exercise o f its  powers and duties. (§ 2 
ch 9 SSSLA 1974; am § 4 ch 112 SLA  1980)

E ffect o f  a m e n d m e n ts .  —  The 1980 
amendment rewrote the section,

Sec. 38.06.050. B o a rd  re v ie w  a n d  re c o m m e n d a tio n  re q u ire d .
(a) I f  leg is la tive  approval is required by AS 38.06.055, a sale, exchange, 
encumbrance, or other disposition o f o il or gas or o f the righ ts  or w aiver 
o f the righ ts  to receive fu tu re  production o f roya lty  o il or gas may not 
be made by the commissioner o f na tu ra l resources under AS 38.05.183 
w ithou t p rio r review  o f the proposed sale, exchange, encumbrance or 
o ther disposition by the board. A  w ritte n  recommendation o f the board 
on the proposed sale, exchange, encumbrance or other disposition o f oil 
or gas or o f the righ ts  or w a ive r o f the righ ts  to receive fu tu re  produc­
tion  o f roya lty  o il or gas sha ll be subm itted to the leg is la ture a t the 
tim e a resolution t pproving the proposed sale, exchange, encumbrance 
or other disposition is introduced in  the legislature.

(b) Bids or applications for the purchase o f roya lty  o il or gas may be 
rejected by the commissioner o f na tu ra l resources i f  p rio r w ritte n  
notice o f the proposed disapproval is given to the board.

(c) Com petitive b idd ing in  a sale, exchange or other disposition de­
scribed in  (a) o f th is  section may not be waived by the commissioner o f 
n a tu ra l resources under AS 38.05.183 unless p rio r w ritte n  notice o f 
proposed w a iver is given to the board.

(d) [Repealed.] (§ 2 ch 9 SSSLA 1974; am § 5 ch 112 SLA 1980)
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POUCHY S1ATECAPHCH
JUNEAU. ALASKA 99811

907 465 3800

L E G I S L A T I V E  A F F A I R S  A G E N C Y

M E M O R A N D U M  M a r c h  4, 1985

SUBJECT: C o n st it ut io na l it y of HB 233

TO: Ho us e Special Committee on Oil and Gas

FROM: R a n da ll  J. M o e n  «- yy\
L e g i s l a t i v e  Counsel

Y ou hav e  a sked w h e t h e r  section 1 of HB 233 violates A r ti cl e  
II, section 19 of the A l a s k a  Constitution. In m y  o p in io n it 
does not.

S ection 1 of HB 233 t em po ra ri l y waive s certain provis io ns  of 
law re la t i n g  to a partic ul ar  type of sales of state roy al ty  
oil. It states:

The fo llowing provisions of law do not apply to an 
ex te ns io n or renew a l of not m o r e  than three months of a 
sale of oil subject to approval b y  the legislature 
u nder AS 38.06.055(c): (1) AS 38.05.035(e); (2)
AS 38.05.183(a), (c), and ( e ) ; an d (3) AS 38.06.050.

A r t i c l e  II, section 19 of the A l a sk a Co ns ti t u t i o n  reads in 
part, "The legislature shall pass no local or special act if 
a general act can be m a d e  applicable." Two questions 
emerge: Is the language of section 1 of HB 233 of a special
or local nature, and if so, can a general act be m a d e  a p­
plicable? I w i l l  only address the first question.

The two leading A l a s k a  cases r eg ar d in g A r t ic le  II, sect io n 
19 of the A l a s k a  Cons ti tu ti o n are State v. A b r a m s , 534 P . 2d 
91 (1975) and State v. L e w i s , 559 P . 2d 630 (1977). A b r a m s , 
supra, dealt w i t h  a law giving Eagle River special i n c o r p o r­
ation privileges. In Lewis, supra, the court was faced w i t h  
a law w a i v i n g  other laws for a p ar ti c ul ar  three w a y  land 
exchange agreement. B o t h  cases are similar in that they 
dealt w i t h  acts w h i c h  on their face w e r e  applicable to only 
one entity or p ar ty  or locale. This can be d i s ti ng ui sh e d 
from section 1 of HB 233 w h i c h  m a y  a pply to anyone or a n y­
wher e  in general. It is not limited to any one entity or



R e p r e s e n t a t i v e  M i k e  Davis 
M a r c h  4, 1985 
Page 2

p ar ty  or locale. Therefore, section 1 is not a "special or 
local" act u n d e r  A r t ic le  II, section 19 of the A l a s k a  
Constitution.

RJM : oj b 
a i 2/051
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BILL SHEFFIELD, GOVERNOR

O F F I C E  O F  T H E  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 TU R A L  R E S O U R C E S
POUCH M
JUN EAU, A L A S K A  99811 
PHONE:

F eb ru a ry  1 8 , 1985

S e n a to r  A r l i s s  S tu rg u lew sk i , Chairman 
Senate  R esou rce s  Committee 
A la sk a  S ta te  Senate  
Pouch V
Juneau , Ak 99811

Dear S e n a to r S tu rg u lew sk i :

The a tta c h e d  E x ten s io n  Amendment has been d r a f t e d  t o  accommodate a 
p roposed  e x te n s io n  o f  th e  c u r r e n t  r o y a l t y  o i l  c o n t ra c t  between the  S ta te  
and Golden V a l le y  A s s o c ia t io n , I n c . ,  as c on tem p la ted  by the  p roposed  
Committee S u b s t i t u t e  f o r  Senate  B i l l  1 5 2 . Upon enactm ent o f  th e  
l e g i s la t i o n  ( in c lu d in g  a p p ro v a l by th e  G o v e rn o r ) , I  am p re p a red  to  e xecu te  
the  amendment.

S in c e r e ly  y o u rs ,

E s th e r  C. Wunnicke 
Com m issioner
D epartm ent o f  N a tu ra l R esou rces

A ttachment as s ta te d

c c : Mike K e l ly ,  Golden V a l le y  E le c t r i c  A s s o c ., In c .

1574K

10-J9LH



E x t e n s i o n  A m e n d m e n t

Th e fol lo w in g la nguage amends the a gr e em en t for the sale and 

p u r ch as e of royalty oil dated Ma y 9, 1984 b e t w e e n  the State of 

A l a s k a  and Go lden V a l l e y  E l e c t r i c  Association, I n c . :

A R T I C L E  VI 

TE RM

6.1 T e r m . This A g r e e m e n t  shall become e ff ective 
u p o n  e xe cution by the parties. Subject to the other 
p ro vi si on s c o n t a i n e d  in this Agreement, Seller's 
ob li ga t i o n  to sell and P ur c ha s e r ' s  ob li ga t i o n  to buy 
R o ya lt y Oil shall b e g i n  July 1, 1984 and end June 30,
1985.

6.2 E x t e n s i o n  of T e r m . Upo n enactment on or 
b e f o r e  M a rc h 1985 or legis la ti on  ap proving and
r a t i f yi n g a t h r e e - m o n t h  e x t e n s i o n  of this Agreement, 
Seller's o b l i g a t i o n  to sell and Purchaser's o b l i g a t i o n  
to buy Royalty Oil shall not end until S ep te mb er  30,
1985, or until the date of first delivery u n d e r  the 
a g r e e m e n t  for the sale and pu rc ha se  of R o ya lt y  Oil 
co nd it i o n a l l y  e n t e r e d  into by Seller and P u r c h as er  on 
F e b r u a r y  8, 1985, w h i c h e v e r  comes first. As u s e d  in 
this article, " e n a c t m e n t  of legislation" is as defi ne d  
in AS 01.10.070(f)(4).

6.3 Se cu ri ty  for E x t e n s i o n  of T e r m . Seller 
shall not be o b l i g a t e d  to deli ve r  Royalty Oil to 
P u r c h a s e r  un de r any e x t e n s i o n  of the term of this 
A g r e e m e n t  if P u r c h a s e r  fails by M a r c h  28, 1985 to 
d e l i v e r  to S e l le r ev id en ce  that Seller m a y  issue 
drafts against P ur ch a s e r ' s  A r t i c l e  XV Security i n s t r u­
me n t  up to and i n c l ud i ng  N o v e m b e r  30, 1985.

D at e:_____________________  _________________________________________
C om mi s s i o n e r
D e p a r t m e n t  of Nat ur a l Resources

Date:________________________  ________ ______________

G ol de n Valley Electric 
Association, Inc.
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GVEA ROYALTY OIL CONTRACT 

FACT SHEET

y t l o  i v \

G t l M  
a/Fi |ST

TITLE: Agreement: for Sale and Purchase of Royalty Oil

TERM: 3 months

MAJOR FACTS/BENEFITS:

a. This is a renewal or continuation of GVEA's 1977 royalty 
oil contract which was the first royalty contract. GVEA 
is presently receiving oil and has been receiving 
continuously since L981.

b. The contract has specific "In State Processing Requirement".

c. Guaranteed Benefits:

(1) Directly benefits more than 50,000 Interior residents 
who are consumers of GVEA by providing GVEA a lower 
price for turbine generator fuel.

(2) GVEA's fuel derived from the ro>alty oil agreement 
costs 9.47, less than next best competitive alternative.

(3) GVEA saves in excess of $550,000 a year which is passed 
on directly to the consumer via GVEA's "Cost of Power 
Adjustment (CPAC)" tariff and has been a credit 
adjustment on the last 33 monthly electric billings.

d. Fairbanks area electric consumers are the only major group
in Alaska who do not presently benefit from hydro development, 
power cost assistance, or availability of economical natural 
gas fuels.

e. Although approval now seems within our grasp, there have 
been several delays in the approval of GVEA's contract. We 
are in a position at this late date where even if the proposed 
contract is approved immediately, we will lose our oil supply 
because of the crude oil denomination and re-nomination 
requirements associated with the lapse of our current contract 
and implementation of the new contract. When DNR granted our 
present one year contract, they pledged their best efforts
to insure that GVEA would suffer no crude flow interruption. 
Passage of S.B. 152 will insure that the commitment is kept. •

f. The 3 month lapse would result in $125,000 to $135,000 higher 
electric bills to the GVEA consumer via G V E A’s CPAC.

I



S l a s t e a  H > t a t £  H e g t s l a t u r e

A R L IS S  S T U R G U L E W S K I. C h a irm a n
B E T T Y E  FA H R E N K A M P . V lc a  C h a irm a n
JA C K  C O G H IL L
O IC K  EL IA SO N
V IC  F IS C H E R
R IC K  H A L F O R O
F R E D Z H A R O F F

POUCH V
JUNEAU, ALASKA. 99811

(907) 465-1907

C o m m i t t e e  o n  R e s o u r c e s

M E M O R A N D U M F e b r u a r y  19, 1985

TO A l l  M e m b e r s

S e n a t e  R e s o u r c e s  C o m m i t t e e

F R O M Staff

Senat ces C o m m i t t e e

RE SB 152 " A n  A ct  r el at i n g  to e x t e n s i o n  and renew al  of certain 

sales of s t at e r o y a l t y  oil; and p ro v i d i n g  for an e f f e c t i v e

date."

SB 152 is d e s i g n e d  to c o v e r  a time lapse be t w e e n  the e x p i r a t i o n  of the 

s t ate 's  r o y a l t y  o i l  c on tr act  w i t h  G V E A  (Golden V a l l e y  El ectric 

A s s o c i a t i o n )  and the e f f e c t i v e  d ate of a ne w contract. T h e  curren t 

c o n t r a c t  is due to e xp i r e  June  30, 1985. Thi s bi l l  w o u l d  e x t e n d  that 

d a t e  to S e p t e m b e r  30, 1985.

A  b i l l  a p p r o v i n g  a n e w  r o y a l t y  oil co nt r a c t  with G V E A  is s c h e d u l e d  to be 

i n t r o d u c e d  at the r e q u e s t  of the G o v e r n o r  on M a r c h  8, 1985. R o y a l t y  oil 

c o n t r a c t s  b e c o m e  e f f e c t i v e  fou r mont hs  a f t e r  they are signed w h i c h  means 

that th e n e w  co nt r a c t  could no t beco me  e f f ec tiv e before the o r i g i n a l  

e x p i r a t i o n  date.

W h e n  the s ta te is ta ki ng  its r o y a l t y  oil in k ind ra t h e r  than i n  val ue,  

S ta te  r e g u l a t i o n s  r e q u i r e  90 days w r i t t e n  no t i c e  w h e n  the amo un t of oil 

t a k e n  is g o i n g  to change. (See at ta c h e d  copy of 11 AAC 82.700[2]) If 

the c o n t r a c t  lapsed, the state w o u l d  ha v e  to give 90 days n o t i c e  that it 

w a s  d e c r e a s i n g  the amo unt  of oil taken i n  k in d  and then, w h e n  the 

c o n t r a c t  w a s  signed, w o u l d  h a v e  to give a n ot he r 90 days n o t i c e  that the 

a mo u n t  w a s  g oin g to go b a c k  up. T h e s e  no ti c e  req uirements, t oge t h e r  

w i t h  the a c t u a l  l a p s e  in the c ont r a c t  w o u l d  cause a s u b s t a n t i a l  

i n t e r r u p t i o n  in the s u p p l y  of oil to GVEA.

The  D e p a r t m e n t  of N a t u r a l  Re s o u r c e s  has issued findings that the G V E A

c o n t r a c t  is in the be s t  i n t e r e s t  of the state. It appears that the

issue of w h e t h e r  the G V E A  c o n tr ac ts  are a good or bad  deal for the state

is ar i ss ue  that w o u l d  m o r e  p r o p e r l y  be a d d re ss ed  w h e n  the n e w  c on tract

is b e f o r e  this body. N o t h i n g  in this b i l l  w o u l d  commit the s tat e in any 

w a y  to the n e w  contract.

In this p a c k e t  is a s e c t i o n a l  an alysis of the c o m mi tt ee s u b s t i t u t e  

pr op o s e d  by  Sen. C o g h i l l ' s  office; a me m o  fr o m  Sen. C o g h i l l ' s  o f f i c e  on 

this issue; a co p y  of the re le v a n t  re gu lations; a chart s h o v i n g  the 

c u rr en t d i s t r i b u t i o n  of the state 's  r o ya lt y oil; and a c o p y  of GVEA's 

c u r r e n t  contract.
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L E G I S L A T I V E  A F F A I R S  A G E N C Y

M E M O R A N D U M February 18, 1985

SUBJECT: Sectional Analysis for CS for HB 152
(Resources)

TO: Senator Arliss Sturgulewski
Chairman, Senate Resources Committee

FROM: Randall J. Moen
Legislative Counsel

Section 1 The following need not occur if a sale of state 
royalty oil subject to legislative approval is extended or 
renewed for not more that three months and the extension or 
renewal relates to a one year or less prior sale of oil w i t h  
the same party to relieve market or storage conditions:

1. A  w r i tt en  finding to the public by the director of the 
division of lands for the Department of Natural Resources 
that a sale of oil wil l serve the best interests of the 
state. (AS 38.05.035(e))

2. Competitive bidding by the commissioner of natural 
resources or prior w r i t t e n  notice to the Alaska Royalty Oil 
and Gas Development Advisory Board of reasons for w a i ve r of 
competitive bidding. (AS 38.05.183(a))

3. Prior w r i tt en  n otice to the public and the Alaska 
Royalty Oil and Gas Development Advisory Board of the 
reasons w h y  the commissioner of natural resources intends to 
sell royalty oil other than by competitive bid. (AS 
38.05.183(c))

4. A  requirement of the commissioner of natural resources 
to sell royalty oil to a prospective buyer whose proposal 
offers m a x i m u m  benefits to the state. "(AS 38.05.183(e))
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5. Review and w r i t t e n  re co mmendation to the legislature bv 
the Alaska Royalty Oil and Gas Development Advisory Board. 
(AS 38.06.050(a))

6. Prior w r i tt e n notice to the Alaska Royalty Oil and Gas 
Development Advisory Board b 3̂ the Commissioner of natural 
resources of rejection of a bid or application for the p u r­
chase of royalty oil. (AS 38.06.060(b))

7. Prior w r it te n  notice to the Alaska Royalty Oil and Gas 
Development Ad visory Board by the commissioner of natural 
resources before the wa iver of competitive bidding. (AS 
38.06.050(c))

Section 2 The legislature approves and ratifies a three 
m onth extension of a royalty oil contract between the State 
of Alaska and Golden Valley Electric Association, Inc.

Section 3 On October 1, 1985 the provisions of law n ot ed  in 
section 1 will apply to an extension or renewal of not more 
than three months of sale of oil that is subject to approval 
by the legislature under AS 38.96.055(c).

Section 4 Immediate effective date.

RJM: csh 
C3/004
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(2) state location and status o f  all past and 
present activities on the lease;

(3) include a detailed report o f  all production 
during the six months preceding the filing  o f  the 
application;

(4) contain a detailed statement covering the 
entire life  o f  the lease showing all expenses and 
costs o f  operating the lease including all 
royalties and overriding royalties and all income 
from  all produced minerals from  the lease; and

(5> include an agreement by the applicant to 
defray the cost o f publishing a notice as 
provided in  (b) o f  this section.

(b) Upon receipt o f  an application com plying 
w ith  (a) o f  this section, the commissioner w ill 
cause to be published a notice o f  public hearing 
i f  required on the application. The notice must

(1) state the tim e and place o f  hearing;

(2) describe the lands involved; and

(3) state the name o f  the applicant and the 
nature o f the re lie f applied for.

(c) The notice must be published at least once 
a week fo r at least tw o consecutive weeks in 
advance o f  the hearing date, which must be at 
least 15 days a fte r the last date o f publication, 
in at least one newspaper o f  general circu la tion 
in the v ic in ity  o f  the principa l o ffice  o f  the 
department, and must be posted at that office 
fo r the same period.

(d) A t the tim e and place specified in the 
published notice, the commissioner w ill hear 
evidence offered by the applicant and any other 
interested party.

(0  The commissioner must give notice o f  the 
findings and determ ination to the lessee and to 
any other person who has filed a w ritten  request 
fo r it. The action taken is effective on the date 
specified in the notice. (E ff. 9 /5 /74 , Reg. 51; am 
7/22/79. Reg. 71)

A u th o rity : AS 38.05.020 
AS 38.05.140 
AS 38.05.145(a)

11 AAC 82.670. SUSPENSION OF

PRODUCTION OR OPERATIONS. ia) 
Applications fo r suspension o f production or 
operations under AS 38.05.140 must comply 
w ith  11 AAC 88.105 and must contain complete 
in fo rm ation  showing the necessity or 
jus tifica tion  fo r the suspension.

(b) Whenever the commissioner takes an 
action under AS 38.05.140. he w ill give notice 
to the lessee, specifying the action taken, the 
effective date o f it. and the duration o f any 
suspension, and note the action in the status 
record.

(c) No lease expires because operations or 
production or both are suspended under any 
o ide r o r w ith  the assent o f  the commissioner. 
(E ff. 9 /5 /74 , Reg. S h a m  7.'22/'79, Reg. "1 )

A u th o rity : AS 38.05.020 
AS 38.05.140 
AS 38.05.145c a )

11 AAC 82.675. EFFECTIVE DATE OF 
LEASES AND PERMITS. The effective date o f 
a lease or perm it is the firs t day o f the month 
fo llow ing  the date on which the lease o r perm it 
was signed on behalf o f the state o r upon pnor 
w ritten  request.on the first day o f the month in 
which i t  was signed on behalf o f Alaska. «Eff. 
9 /5 /74 . Reg. 51)

A u th o rity : AS 38.05.020
AS 38.05. l-J-Sta)

A R TIC LE  7.
R O Y A LT Y  PRODUCTS

Section
700. Taking roya lty  in kind 
705. Bidding method 
710. Notice o f sale 
715. Qualifications

— - 1 1  AAC 82.700. T A K IN G  R O Y A LTY  IN 
K IN D . R oyalty products taken in kind as 
provided by AS 38.05.182 must be taken 
pursuant to the provisions o f the lease which 
reserves the roya lty  to the state, [ f  no provision 
is made in the lease or in the regulations dealing 
w ith  the products to be taken, all or any portion 
o f the state’s share may, at the option o f  the 
commissioner, be taken in k ind in accordance 
w ith  the fo llow ing:

(1) 90 days’ w ritten  notice w ill be given to

11-283
(corrected) \
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each lessee o f the state’s election to .take the 
roya lty  products in k ind : however, i f  the 
proportion  o f  the state’s share to be taken in 
kind exceeds 50 percent o f the state’s share, 180 
days’ notice w ill be given; 

r
! (2) after taking has actually commenced, the
j amount to be taken in kind may be increased or 
decreased from  tim e to time by not more than 
10 percent upon 30 days’ w ritten  notice to each 
lessee o f  record, from  10 percent to 50 percent 
upon 90 days’ w ritten  notice, and over 50 

, percent upon 180 days’ w ritten notice:

(3) the products must be delivered to the 
state o r its designated purchaser free o f charge at 
the po in t provided in the lease fo r determ ination 
o f the value o f the roya lty product i f  the 
production to be taken were paid in money 
rather than taken in k ind: the condition o f  the 
product must be the same as the non-royalty 
share at the po in t o f taking; the lessee shall, i f  
necessary, furnish safe storage fo r the roya lty  
share free o f  charge fo r the same duration and in 
the same manner as storage is provided fo r the 
non-royalty share; when all or part o f the 
roya lty  product to be taken consists o f gas, the 
commissioner w ill take in to  consideration the 
effect this taking may have on the long-term gas 
supply contracts that the lessee has entered into. 
(E ff. 9 /5 /74 . Reg. 51: am 7/22/79. Reg. 71) 

A u th o rity : AS 38.05.020
AS 38.05.145(a) 
AS 38.05.182

11 AAC  82.705. B ID D IN G  METHOD. Royalty 
products which the commissioner determines are 
to be sold by competitive bid w ill be offered for 
sale by sealed bid o r at public auction. (E ff. 
9 /5 /74 , Reg. 51: am 7/22/79, Reg. 71)

A u th o rity : AS 38.05.020
AS 38.05.145(a) 
AS 38.05.183

11 AAC 82.710. NOTICE OF SALE. I f  the 
commissioner determines that roya lty  products 
w ill be offered fo r com petitive sale, notice o f 
the sale w ill be given as provided by AS 
38.05.345. The notice must specify all the terms 
and conditions o f the sale, including the roya lty  
products to be sold, bidding method, bor.d re­
quirements. sale place and time, m in im um  bid. 
i f  prescribed, and any other term or cond ition  
which the commissioner determines necessary

I I AAC  82.700
I I AAC 82.805

to carry out the purposes o f AS 38.05.183. 
(E ff. 9 /5 /74. Rea. 51; am 7/22/79. Reg. 71; am 
3/18/83. Reg. 85: am 3 /30 /83 . Reg. 85) 
A u th o rity : AS 38.05.020(b) AS 38.05.145

AS 38.05.135(b) AS 38 .05 .180

11 A A C  82.715. Q U A LIF IC A TIO N S . A 
purchaser o f the state roya lty  products must 
com ply w ith  the qua lifica tion  requirements o f 
11 AAC 82.200 and must supply the showing 
o f qua lifica tion  required o f mineral permittees 
and lessees by 11 AAC 82.205. (E ff. 9 /5 /74. 
Reg. 51: am 7/22/79. Reg. 71)

A u th o rity : AS 38.05.020 
AS 38 .0 5 .145(a)

A R T IC LE  8.
RECORDS AN D  REPORTS

Section
800. Production records 
805. Test results 
810. C onfiden tia lity  o f data 
815. Cross-referencing

11 AAC 82.800. PRODUCTION RECORDS,
(a) Mineral lessees o f state land shall keep in 
their possession accurate books and records 
showing the production  and disposition o f all 
minerals produced from the leased land and shall 
perm it the commissioner o r his agents at all 
reasonable hours to examine them.

(b) The commissioner w ill, in his discretion, 
require copies o f  sales contracts and other 
agreements w ith  the firs t bona fide purchaser 
affecting produced minerals which are subject to 
royalties. (E ff. 9 /5 /74. Rea. 51: am 7/22/79. 
Reg. 71)

A u th o rity : AS 38.05.020(b)! 1) 
AS 38.05.145(a)

11 AAC 82.805. TEST RESULTS. The lessee 
o f  a state-issued mineral lease shall furnish, 
upon request o f  the commissioner, a copy o f ail 
geological, geophysical, engineering, and o ther 
factual data obtained from  the lease, including 
all pertinent tests, records, surveys, and analyses 
conducted on o r pertaining to the leased land or 
products from it. but not including interpreta­
tions o f these items or proprietary research data

11-284
(corrected)
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EaTTXATED PRODUCTION FOR KSJ5HE SPY KO «  RIVER LWITS

E3TIM7ED TOTBL PROCUCTHH 
(EARRELS PE* MY)

ESTTHATED RCTiCLTY 
(BflSfSLS FES MY)

S37IWT3 S*£3 F  ROYALTY OIL 
IPSRJELS PER MY)

\3TES: (I) CNR E3TIXATE F  FIELD FERFORHVCE, 0CTE3ES 1934.

TOTAL
(I)

TOIPL TOTAL POLICE KLPMX TOTAL
YEAR PRUEKE KIPARIK ROYPLTY ROYPLTY ROYPLTY

1984 1,530. K8 1 2 ,DCS 1,620,303 187,5CS 15,943 292,5(0
192 1.50? M l 133,848 1,688,030 167,533 £2,548 213,699
1986 1,583,328 183,398 1,663,043 167,584 22,588 213,689
1937 1,475,384 163,084 1,655,(38 164,375 22,581 286,675
1S3S 1,42,388 298,834 1,525,004 165,625 25,308 199,625
1989 1,175,384 233,834 1,675,839 146,673 25,061 171,675
1999 1,353,384 233,384 1,258,838 131,253 25,041 155,259
1991 958,384 293,344 1,158,883 US, 758 25,084 143,758
1992 458,934 283,384 1,358,834 186,258 23,098 131,259
1933 28, W4 293,034 958,343 93,758 25,088 118,758
1934 553,384 173,334 629,3(4 81,254 21,228 182,588
1995 575, M3 145,344 720,(44 71,875 16,125 99,084
1995 518,908 123,084 633,049 63,738 15,60 78,759
1937 463,038 103,094 568,934 57,584 12,544 78,494
1938 429,038 33,381 538,304 52,584 19,344 62,584
1999 323,394 75,090 42,804 47,584 9,373 56,675
20(4 348,048 65,3(4 485,083 *2,509 8,125 58,625
2881 389,394 3,099 355, .48 37,3ft 6,675 44,375
2902 278,39s 58,833 323,043 33,758 6,258 43,644
2M3 244,488 48,800 281,838 28,8(4 5,084 35,384
MM 213,388 2,338 245.804 26,20 4,375 39,625
2805 133,843 25,084 295,882 22,584 3,123 25,525
29K 163,344 25,388 165,894 29,098 3,125 23,125t a r 143,844 20,(84 168,884 17,534 2,584 29,080
2308 113,030 29,348 133,330 13,754 2,589 16,259
2839 33,088 13,009 98,(48 14,088 1,254 11,250
2318 58,308 19,434 68,334 6,254 1,24 7.581

!4) TS50S0'S CURRENT COYTRACT CPLLS FDR a KUIMH CUWdlTY OF 24.533 
F  MiLY PRUEWE ROYPLTY OIL LESS COCK D LEI ROYALTY PRODUCTIM. 
“rS DJfiKTITY 13 2I.288X IN 1964, PM) KILL BE 2I.2SX STBRTIffi 
J.VL I, 1935. THIS CONTRACT WILL BE DCREAScD TD I7S» WXIKJN 
3Ufi.\7tTY III GCT33SR 1, 1535 DUE TO CAraLATICH F  TTE CCO< IM_ET 
CONTRACT 01 TWT MTE. T)€ CSNTRACT EXPIRES JBOfflY 1995.

NPPCO

ss.cw
35.4N 
2.038
2.308
2.308 
35,033 
25.361 
2, M3
35.093 
2 ,  M3 
2, M3 
2 ,  M3 
35,088 
35,083
2 .093  
35,334 
2 ,388 
2 .084
35.384
35.384

(2) (3)
ova SVEA
(OLD) (PROPOSED)

5,323

141
tescro

(OLD)

(5)
TS5CS0
ilSil

(6) ;*) 
OSVRCN CCTPETITTVS 

SALE

33,755 18.803
5,039 45,999 26. Ml 16,463
5,003 45,393 26,681 13,043
4,917 45,233 25.537 17,7(4
4,417 *8,633 22.957 15.963
3,917 36.033 S ,  357 14, IM
3,530 32,204 16,238 12,663
3,167 29.133 IS, ‘57 11, *43
2,933 26,066 14,734 13,243
2,533 23,439 13. tW 9,043
2,157 19,933 11,267 7,680

2.038

(5) S E T  f f  THIS VOJKc IA80UT 2,038 £20), 8(ICI IS CURRENTLY 3Si)6 (WEN 
•IN VPUE, ■ was SOLD OPeTITtSELY FOR f l iv e ry  rpril I, I9S5 (HSU SEPT. 
1285. ON 0CTC2SH I, 1945 IT IS ANTICIPATED DOT TESOSO WILL BJ+3CZ 
DELIVERIES W ER ITS 12/9/83 PRUDHQE CONTRACT, WHICH H)S A WXIKH 
QJANTITY F  13.661 F  MILY PRUFOE ROYALTY OIL AN0 EXPIRES JAN. I. 1995.

16) QEVKW’S CONTRACT CALLS FOR fl X» IK«  OJAXTITY OF 3.61 F  MILY P^UCHE 
ROYALTY OIL THE CONTRACT nPIRES JANUARY I, 1995.

(7) DELIVERIES WILL QflEXCE APRIL I, 1985 FDR 53,299 SPO F  PRUCHOE MY 
LMIT ROYPLTY OIL AND 15,388 BAD F  IPPRIK RIVER LNIT ROYALTY OIL 
AND WILL GNTINJS FOR WE-YEAR, PNO SII-lONTH CERIGJS, RESPECTIVELY.
PS A RESULT f f  D E  DEL 11, 1984 C0PETITIVE SALE. M|0R TO THAT 
T IG  THIS OIL SEWINS 'IN VALLE. ‘

ROYALF
IN VALUE

:N.72 
15. JK 
M.4*
73.‘50

52. *5. 
5<, 20 
*8.54 
*2.<1

55,09
43.2 
35.39 
27.:?. 
21.37 
15.52. 
1.37 
5.N

39.52
25.52 
2.12 
24.32
15.2■ • t<
7.53
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F e b r u a r y  15, 1985

S e nat or  J oh n  B. (Jack) C o g h i l l  

A l a s k a  State Le g i s l a t u r e  

P o u c h  V  (MS 3100)

Juneau, A l a s k a  99811

D e a r  S e n a t o r  Coghill:

M a p c o  w o u l d  s u p por t l e g i s l a t i o n  i n t r o d u c e d  by y o u r s e l f  and 

c o - s p o n s o r e d  b y  S ena to rs  B e n n e t t  an d Fah re nk amp , that w o u l d  e xt e n d  

for three m o n t h s  the te r m  of the r o y a l t y  oi l sale co nt ra ct b e t w e e n  

the S ta te of A l a s k a  and G o l d e n  V a l l e y  E l e c t r i c  A s so ci ati on , Inc. 

T h i s  e x t e n s i o n  w o u l d  ens ur e a s t e a d y  s u p p l y  of oil a v a i l a b l e  for 

p r o c e s s i n g  for G o l d e n  V a l l e y ' s  a c co un t u n t i l  the n e w  long t erm c o n­

tract is in place.

We a p p r e c i a t e  the effor ts  of the A l a s k a  l eg i s l a t u r e  in this 

regard.

V e r y  truly yours,

Da-
V ice  P re s id e n t

D K C : j r



In tr o d u c e d :  2 / 25/85
R e fe r r e d :  House S p e c ia l C o m m itte e
on O i l  & G as, R e so u rc e s and F in a n c e

BY M.W . M IL L E R , FRANK, KOPONEN,
1 IN  THE HOUSE RINGSTAD, SHULTZ AND DAVIS

2 HOUSE B IL L  NO. 233

3 IN  THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE -  F IR S T  SESSION

5 A B IL L

6 F o r  an A c t e n t i t l e d :  "An A c t r e l a t i n g  to  e x t e n s io n  and re n e w a l o f  c e r t a in

7 s a le s  o f  s t a t e  r o y a l t y  o i l ;  and p r o v id in g  f o r  an

8 e f f e c t i v e  d a t e . "

9 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t io n  1 . The f o l l o w i n g  p r o v is io n s  o f  la w  do n o t  a p p ly  t o  an  e x t e n -

11 s io n  o r  re n e w a l o f  n o t  more th a n  th r e e  m on th s o f  a s a le  o f  o i l  t h a t  i s

12 s u b je c t  t o  a p p r o v a l by th e  l e g i s l a t u r e  u n d e r  AS 38 . 0 6 . 055 ( c ) :

13 ( 1 ) AS 38 . 05 . 035 ( e ) ;

14 ( 2 ) AS 38 . 05 . 183 ( a ) ,  ( c ) ,  and ( e ) ;  and

15 ( 3 ) AS 38 . 06 . 050 .

16 *  S ec. 2 . A th r e e -m o n th  e x t e n s io n  o f  th e  "A g re e m e n t f o r  th e  S a le  and

17 P u rc h a s e  o f  R o y a lt y  O i l  b e tw e e n  th e  S t a t e  o f  A la s k a  and G o ld e n  V a l le y

18 E l e c t r i c  A s s o c ia t io n ,  I n c . , "  d a te d  May 9 , 1984 , i s  h e re b y  a p p ro v e d  and

19 r a t i f i e d .

20 *  Sec. 3 . S e c t io n  1 o f  t h i s  A c t i s  r e p e a le d  O c to b e r  1 , 1985 .

21 *  S ec. 4 . T h is  A c t ta k e s  e f f e c t  im m e d ia t e ly  i n  a c c o rd a n c e  w it h  AS 0 1 . -

22 10 . 070 ( c ) .

H B  233 - 1 - H B  233
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