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C O M M I T T E E  R E P O R T

H O U S E

M r . S p e a k e r :  D a t e

The  C o m m i t t e e  on h a s  had

u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y o f  t h e  membe r s  o f  t h e  C o m m i t t e e  

( ) r e c ommend s  i t  DO PASS
( ) r e c ommend s  i t  DO NOT PASS

( ) r e c ommend s  i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) r e c ommend s  i t  BE REPLACED WITH CS F O R ____________________ AND THAT

CS FOR _________________________  DO PASS

( ) " a n d "  r e c o mme nd s  i t  BE REFERRED TO THE _________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Membe r s  s i g n i n g  t h e  M a j o r  i t y r e p o r t :

Membe r s  NOT c o n c u r r i n g  i n  t h e  M a j  o r i t y r e p o r t

______________________________  r e c o m m e n d s :

______________________________  r e c o m m e n d s :

______________________________  r e c o m m e n d s :

______________________________  r e c o m m e n d s :

r e c o m m e n d  s :

C ha  i rm a n
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FINANCE DIVISION 
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JUNEAU 99801

TO: House Finance Committee DATE: June 17, 197^

FROM: Representative Hartig SUBJ: Amendment to HB 5

1. Page I between lines 11 and 12, add Section 1 AS 3 8 .05-182 
amendment as per FCSCS HB 6.1.. This addition to HB 5 is neces­
sary to bring the statutes in conformity to the intent of using 
the Royalty Board in Royalty matters.

2. Page 1, between lines 1.1 and 12, add Section 2 AS 3 8 .O5 .l8 3 .
This addition to HB 5 is important to protect the availability 
of oil and gas for present and future needs of Alaskans— in 
Alaska. My greatest concern is for the natural gas. While the 
State can elect to take its oil and gas in kind or "value" on
6 months notice to the producer, the fact that natural gas con­
tracts usually are 20-25 years in length, the State will be 
approached to relinquish the 6 month election and to sell its 
gas for a 20-25 year period. With this proposed section (which 
passed as JIB h6.L) the Governor would determine that the industry 
ha 1 these reserves in the State or, in its sale of royalty, would 
ha\e some escape clause in the contracts in order to protect it­
self—  it would riot require the Governor to store these resources 
as ie has indicated in his veto me . sage of HB *l6l.

3. Page 1, line 20, following the word stability, remove the period 
and add "and in accordance 1vir.i1 AS 38.05-183"- This language 
was in HB *161 and is necessary for conformity.

>1. Page 1, line 2*1. Membership. Removed the Commissioner of Environ 
mental Conservation and the Attorney General— these men are avail­
able for advise anyway. Add 3 public members (HB *161 had *0 who 
must be a petroleum geologist, petroleum engineer, and an attorney 
all of who must have at least 7 years experience in the petroleum 
related industries and who must be confirmed by the Legislature.
We removed the Civil Engineer requirement from HB *161 which was 
surplusage. We have added 'che confirmation requirement.
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Page 2, betwe en lines 2 and 3. Add S e c t i o n  38.06.030 on C o m p e n­
sation w h i c h  is absent in the G o v e r n o r’s Bill (used language of 
IIB *161).

Add Section 38.06.035 r e g a r d i n g  meetings, rules, qu orum and votes 
required which is omitted in the Gover n o r ' s  Bill, and which  was 
present in HB 461. We have also added s u bparagra ph (b) which p r o­
vides for Conflict of Interest, w h i c h  the G o v e rnor stated was a 
problem, but failed to do a n y t h i n g  about.
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M E M O R A N D U M

FROM: R e p r esentativ e Hart.ig S U B J : Amendment to HB 5

T O :  House Finance  Co mmittee D A T E :  June 17, 197*1

1. Page 1 b e t ween lines 11 and 12, add S e ct ion 1 AS 3S.05.l82 
amendment as per FCSCS IIB *(6l. This a d d i t i o n  to HB 5 is n e c e s­
sary to bring the statutes in conformity to the intent of using 
the Royalty Board in R o y alty m a t t e r s .

2. Page lj, b e t ween lines 11 and 12, add Section 2 AS 33. 05.183.
This a d d i t i o n  to HB 5 is important to p r otect  the a v a i l a b i l i t y  
of oil and gas for present and future needs of A l a s k a n s — in 
Alaska. My greatest conce rn is for the natural gas. While the 
State can elect to take its oil and gas in kind or "value" on
6 m o n t h s  notice to the producer, the fact that natural gas c o n­
tracts usually are 20-25 years in length, the State w i l l  be 
a pproached to re linq u i s h  the 6 m o n t h  elect ion and to sell its 
gas for a 20-25 year period. With this p r o p osed s e ctio n (which 
p a s s e d  as HB *l6l) the G o v e r n o r  would d etermine that the Industry 
had these reserves in the State or, in its sale of royalty, w o u l d  
have some escape clause in the contracts in order to p r o t e c t  i t­
sel f — it w o u l d  not require the Govern or to store these resources 
as he has indicated in his veto m e ss age of HB 46l.

3. Page 1, line 20, following the word stability, remove the p e r i o d  
a n d  add "and in accordance wi th AS 38.05.l83'1. This language 
was in HB h 61 and is necessary for conformity.

*1. Page 1, line 2*1. Membership. Removed the C o m m i s s i o n e r  of E n v i r o n­
mental Conserv ation and the A t t or ney G e n e r a l — these m e n  are a v a i l­
abl e  for advise anyway. Add 3 public m e mbe rs (HB *i6l had *1) who 
must be a p e t r o l e u m  geologist, p e t r o l e u m  engineer, and an a t t o r n e y —  
all of w ho must have at least 7 years experience in the p e t r o l e u m  
related industries and who must be co nfirmed by the Legislature.
We rem oved the Civil E n g i n e e r  requirement from HB h61 w h i c h  was 
surplusage. We have added the confirm ation requirement.
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Page 2, between lines 2 and 3. Add Section 38.06.030 on Compen­
sation which is absent in the Governor's Bill (used language of 
IIB 461).

Add Section 33.06.035 regarding meet ugs, rules, quorum and votes 
required which is omitted in the Governor's Bill, and which was 
present in IIB 46l. We have also added suoparagraph (b) which pro­
vides for Conflict of Interest, which the Governor stated was a 
problem, but failed to do anything about.
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Original sponsor: Rules Committee by
request of the Governor

IN T H E  H O U S E

Offerer]: 6 / 2 0 / 7 'I
R e f e r r e d :  R ul e s

B Y  T H E  F I N A N C E  C O M M I T T E E  

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 5 

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  OF A L A S K A  

E I G H T H  L E G I S L A T U R E  - S E C O N D  S P E C I A L  S E S S I O N

A B I L L

F o r  a n  Act e n t i t l e d :  "An Act p r o v i d i n g  fo r  the sale, e x c h a n g e  on o t h e r

d i s p o s i t i o n  o f  m i n e r a l s  o b t a i n e d  by the s t a t e  as 

r o y a l t y  u n d e r  s t a t e  l e a s e s  or of r i g h t s  to r e c e i v e  

f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  s t a t e  l e a s e s ;  an 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 at e . "

BE I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A:  

s S e c t i o n  1. AS 3 8 . 0 5 . 1 8 2  is a m e n d e d  to read:

Sec. 3 8 . 0 5 . 1 8 2 .  R O Y A L T Y  O N  N A T U R A L  R E S O U R C E S .  Any r o y a l t y  p r o­

v i d e d  for  in secs. 13 5  - 1 8 1  o f  this c h a p t e r  m a y  be t a k e n  in k i n d  r a t h e r  

t h a n  in m o n e y  if [AT T H E  D I S C R E T I O N  OF] the c o m m i s s i o n e r , w i t h  the 

c o n s e n t  o f  th e  b o a r d ,  [IF HE] d e t e r m i n e s  that the t a k i n g  in k i n d  w o u l d  

be in the b e s t  i n t e r e s t  o f  the sta te .  Th e  c o n s e n t  of the b o a r d  is 

r e q u l r e d  o n l y  w i t h  r e s p e c t  to oi l  an d  gas r o y a l t y - i n - k i n d  u n d e r  sec. 163 
o f  t h i s  c h a p t e r .

* Sec. 2. AS 3 8 .0 5 .l83 is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

(e) O i l  o r  g a s  t a k e n  in k i n d  by the s t a t e  as its r o y a l t y  s h a r e  

m a y  n o t  be s o l d  or o t h e r w i s e  d i s p o s e d  o f - f o r  e x p o r t  f r o m  the s t a t e  u n t i l  

the c o m m i s s i o n e r  w i t h  t h e  a p p r o v a l  o f  the A l a s k a  R o y a l t y  Oil  ana Gas 

D e v e l o p m e n t  A d v i s o r y  B o a r d  d e t e r m i n e s  that the r o y a l t y - i n - k i n d  o i l  or 

gas is s u r p l u s  to the p r e s e n t  a n d  p r o j e c t e d  i n t r a s t a t e  d o m e s t i c  and 

i n d u s t r i a l  n e e d s .  T h e  c o m m i s s i o n e r  s h a l l  m a k e  p u b l i c ,  in w r i t i n g ,  the 

s p e c i f i c  f i n d i n g s  a n d  r e a s o n s  on w h i c h  his d e t e r m i n a t i o n  is b a s e d  and

sh a l l ,  w i t h i n  10 d a y s  o f  the c o n v e n i n g  o f  a r e g u l a r  s e s s i o n  of the

l e g i s l a t u r e ,  s u b m i t  a r e p o r t  s h o w i n g  the i m m e d i a t e  an d l o n g - r a n g e

- 1 -  S C S  C S H 3  5 ai!l
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d o m e s t i c  an d i n d u s t r i a l  n e e d s  o f  th e s t a t e  f o r  oil and g a s  an d  an 

a n a l y s i s  of h o w  t h e s e  n e e d s  a r e  to be met.

* Sec. 3. AS 38 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  06. A L A S K A  R O Y A L T Y  O I L  A M D  G A S  

D E V E L O P M E N T  A D V I S O R Y  BOA R D .

Sec. 3 8 . 0 6 . 0 1 0 .  P U R P O S E .  It is the p u r p o s e  o f  t his c h a p t e r  

to f a c i l i t a t e  the w i s e  d e v e l o p m e n t  o f  A l a s k a ' s  oil a n d  gas r o y a l t y  

i n t e r e s t s  by p r o v i d i n g  m e a n s  a n d  p r o c e d u r e s  fo r  sales, e x c h a n g e s  or 

o t h e r  d i s p o s i t i o n  o f  t h o s e  i n t e r e s t s  in w a y s  c a l c u l a t e d  to p r o m o t e  

p r i v a t e  e c o n o m i c  g r o w t h  c o n s i s t e n t  w i t h  a p p l i c a b l e  e n v i r o n m e n t a l  

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

AS 3 8 . 0 5 . 1 8 3 .

Sec. 3 8 . 0 6 . 0 2 0 .  E S T A B L I S H M E N T .  T h e r e  is e s t a b l i s h e d  in the 

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  t h e  A l a s k a  R o y a l t y  O i l a n d  Gas 

D e v e l o p m e n t  A d v i s o r y  Board.

Sec. 3 8 . 0 6 . 0 2 5 .  M E M B E R S H I P .  T h e  b o a r d  c o n s i s t s  o f  t h e  c o m m i s­

s i o n e r  o f  n a t u r a l  r e s o u r c e s ,  w h o  is c h a i r m a n ,  th e  c o m m i s s i o n e r  of 

e c o n o m i c  d e v e l o p m e n t ,  a n d  t h r e e  p u b l i c  m e m b e r s .  E a c h  o f  the p u b l i c  

m e m b e r s  s h a l l  p o s s e s s  e x p e r i e n c e  i n  p e t r o l e u m - r e l a t e d  f i e l d s  in 

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

a n d  s h a l l  b e  a p p o i n t e d  by th e  g o v e r n o r  to s e r v e  at hi s  p l e a s u r e  

f or t h r e e - y e a r  s t a g g e r e d  t e r m s  a n d  c o n f i r m e d  by a v o t e  o f  a m a j o r i t y  

o f  t h e  m e m b e r s  o f  the l e g i s l a t u r e  in j o i n t  se s s i o n .  T h e  p u b l i c  

m e m b e r s  m a y  not be s t a t e  o f f i c e r s  or e m p l o y e e s .  A p u b l i c  

m e m b e r ,  u p o n  t h e  e x p i r a t i o n  o f  hi s  t e r m ,  s h a ll  c o n t i n u e  to h o l d

office- u n t i l  his s u c c e s s o r  is a p p o i n t e d  a n d  q u a l i f i e s .  V a c a n c i e s

i n  p u b l i c  m e m b e r s h i p  s h a l l  be f i l l e d  lri the s am e  m a n n e r  as o r i g i n a l

a p p o i n t m e n t .  An a p p o i n t e e  to f i l l  a v a c a n c y  s h a l l  h o l d  o f f i c e  for

the b a l a n c e  o f  th e  t e r m  f o r  w h i c h  n i s  p r e d e c e s s o r  on the b o a r d  was 

SOS C S H B  5 a m  S _o _
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a p p o i n t e d .  A v a c a n c y  in b o a r d  m e m b e r s h i p  d o e s  n o t  i m p a i r  the 

a u t h o r i t y  o f  a q u o r u m  o f  th e  b o a r d  m e m b e r s  to e x e r c i s e  a ] 1 the 

p o w e r s  and d u t i e s  o f  t h e  board.

Sec, 3 8 . 0 6 . 0 3 0 .  C O M P E N S A T I O N :  P E R  DIEM, T R A V E L  E X P E N S E S .

M e m b e r s  of t h e  b o a r d  are in the e x e m p t  s e r v i c e  u n d e r  AS 3 9 . 2 5 . 1 1 0  

a n d  s ha l l  r e c e i v e  pe r  d i e m  a n d  t r a v e l  a l l o w a n c e s  as p r o v i d e d  by 

lav/ for o t h e r  b o a r d s  a n d  c o m m i s s i o n s .

Sec. 3 8 . 0 6 . 0 3 5 .  MEETINGS, RULES, QUORUM, V O T E S  REQUIRED;
C O N F L I C T  O F  I N T E R E S T .  (a) Th e  b o a r d  s h a l l  p r e s c r i b e  its o w n  r u l es  

o f  p r o c e d u r e .  It s h a l l  m e e t  at a ti m e  an d  p l a c e  d e t e r m i n e d  by the 

c h a i r m a n ,  and at o t h e r  t i m e s  a n d  p l a c e s  as t h e  c h a i r m a n ,  o r  a 

m a j o r i t y  of the b o a r d  m e m b e r s ,  c o n s i d e r s  n e c e s s a r y .  A q u o r u m  is 

a m a j o r i t y  o f  t h e  m e m b e r s  o f  th e  board. The v o t e s  of th e  b o a r d  

m e m b e r s  s h a l l  be r e c o r d e d .  E f f e c t i v e  a c t i o n  to c a r r y  out the 

p o w e r s  g r a n t e d  u n d e r  th i s  c h a p t e r  r e q u i r e s  t h e  a f f i r m a t i v e  v o t e  

o f  a m a j o r i t y  of t h e  b o a r d  m e m b e r s .  No b o a r d  m e m b e r  may,  w i t h

r e s p e c t  to a m a t t e r  b e f o r e  t h e  bo a rd ,  v o t e  f o r  o r  on b e h a l f  of

a n o t h e r  m e m b e r  o f  the bo a r d .

(b) No m e m b e r  of the b o a r d  m a y  act u p o n  a m a t t e r  in w h i c h  his 

r e l a t i o n s h i p  w i t h  an y  p e r s o n  c r e a t e s  a c o n f l i c t  o f  i n t e r e s t .  No b o a r d  

m e m b e r  m a y  h a v e  a n  o f f i c i a l  c o n n e c t i o n  w i t h  or h o l d  s t o c k  or s e c u r i t i e s  

in, or have a p e c u n i a r y  i n t e r e s t  in, a c o r p o r a t i o n ,  c o m p a n y  or a s s o c i a­

t i o n  e n g a g e d  in t h e  p r o d u c t i o n  or t r a n s p o r t a t i o n  o f  oil  o r  gas.

Sec. 38,06.ni)0. POWE RS .  T h e  b o a r d  h a s  the p o w e r  to

(1) d i r e c t  the c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to s o l i c i t  

I n q u i r i e s ,  d e v e l o p m e n t  p l a n s  or b i d s  f r o m  p e r s o n s  fo r  the sale, ex c h a n g e  

or  o t h e r  d i s p o s a l  o f  o il  or gas o r  b o t h  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  u n d e r  AS 3 8 .05.182, or for t h e  sale, e x c h a n g e  o r  o t h e r  d i s p o s a l  

in w h o l e  or par t  o f  r i g h t s  to r e c e i v e  f u t u r e  o i l  o r  ga s  p r o d u c t i o n  or

- 3 -  S C S  CSHI3 5 a m  S
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b o t h  u n d e r  a s t a t e  lea s e ,  s u b j e c t  to t e r m s  a n d  c o n d i t i o n s  e s t a b l i s h e d  

by th e  board;

(2) e x a m i n e  p r o p o s e d  sales, e x c h a n g e s  or o t h e r  d i s p o s a l s  

o f  o i l  or ga s  or b o t h  o b t a i n e d  by the s tate as a r o y a l t y  u n d e r  AS 3 8 .- 

0 5 - 1 8 ? ,  or o f  r i g h t s  to r e c e i v e  f u t u r e  oil or gas p r o d u c t i o n  or b o t h  

u n d e r  a s t a t e  lea s e ,  f o r  the p u r p o s e  o f  a p p r o v i n g  or d i s a p p r o v i n g  the 

p r o p o s e d  s ale, e x c h a n g e  or o t h e r  d i s p o s a l ;

(3) h i r e  a n  e x e c u t i v e  d i r e c t o r ,  c o n s u l t a n t s  e x p e r t  in t e c h n i ­

cal, e c o n o m i c  or o t h e r  r e l e v a n t  p r o f e s s i o n s  and o t h e r  p e r s o n s  as 

n e c e s s a r y  to a s s i s t  th e  b o a r d  in the e x e r c i s e  o f  its p o we r s ;

(4) p r o m u l g a t e  r e g u l a t i o n s  u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  

Ac t  (AS M . 6 2 )  t h a t  a r e  n e c e s s a r y  or a p p r o p r i a t e  in t h e e x e r c i s e  o f  its 

p o w e r s ; an d

(5) t a k e  w h a t e v e r  o t h e r  a c t i o n s  are r e a s o n a b l y  n e c e s s a r y  in 

the f u r t h e r a n c e  o f  the p u r p o s e s  o f  t hi s  c h ap t e r .

Sec. 3 8 . 0 6 . 0 5 0 .  B O A R D  A P P R O V A L  R E Q U I R E D .  (a) M o  s ale, e x c h a n g e ,  

e n c u m b r a n c e ,  or o t h e r  d i s p o s i t i o n  o f  o i l  or gas or o f  th e  r i g h t s  or 

w a i v e r  o f  the  r i g h t s  to r e c e i v e  f u t u r e  p r o d u c t i o n  of  r o y a l t y  oil or gas 

m a y  be m a d e  by th e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  u n d e r  A S  3 8 .0 5 .183 

w i t h o u t  the p r i o r  w r i t t e n  a p p r o v a l  of  the board.

(b) B i d s  o r  a p p l i c a t i o n s  for the p u r c h a s e  o f  r o y a l t y  o i l  or gas

m a y  n o t  be r e j e c t e d  by the 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  w i t h o u t

th e  p r i o r  w r i t t e n  a p p r o v a l  o f  the board.

(c) C o m p e t i t i v e  b i d d i n g  i n  a s ale, e x c h a n g e  or o t h e r  d i s p o s i t i o n  

d e s c r i b e d  i n  (a) o f  t hi s  s e c t i o n  m a y  no t  be w a i v e d  by the 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  u n d e r  AS 3 8 .0 5 . 1 8 3  w i t h o u t  t h e  p r i o r  w r i t t e n  

a p p r o v a l  of the board.

(d) T h e  b o a r d  m a y  r e q u i r e  c o n d i t i o n s  r e l a t i n g  to the sale, d e l i v e i y ,  

t r a n s p o r t a t i o n ,  or r e f i n i n g  o r  p r o c e s s i n g  w i t h i n  the s t a t e  to be
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i n c l u d e d  by th e  comm is s i one r  o f  n a t u r a l  r e s o u r c e s  i n  th e  o f f e r  o f  and 
s a l e  by c om p e t i t i v e  b i d d in g  o f  o i l  o r  gas o b t a i n e d  by the  s t a t e  as 
r o y a l t y  unde r  AS 3 8 . 0 5 . 1 8 2 .

Sec .  3 8 . 0 6 . 0 5 5 .  A C T I O N  BY L E G I S L A T U R E .  ( a )  I n  a d d i t i o n  t o  the  
a p p r o v a l  by th e  boa rd  r e q u i r e d  unde r  s e c .  50 o f  t h i s  c h a p t e r ,  no s a l e ,  
exchange o r  o t h e r  d i s p o s i t i o n  o f  o i l  o r  gas o r  o f  the  r i g h t s  o r  w a iv e r  
o f  th e  r i g h t s  t o  r e c e i v e  f u t u r e  p r o d u c t i o n  o f  r o y a l t y  o i l  o r  gas may be 
made by th e  c omm iss ion e r  o f  n a t u r a l  r e s o u r c e s  unde r  AS 3 8 . 0 5 . 1 8 3  w i th ou t  
the  p r i o r  a p p r o v a l  o f  the  l e g i s l a t u r e  by a c o n c u r r e n t  r e s o l u t i o n  con­
c u r r e d  i n  by a m a j o r i t y  o f  th e  members o f  each hou se .

( b )  U n t i l  J u l y  1 ,  1 9 7 5 5 c o n t r a c t s  f o r  the  s a l e  o f  s t a t e - ow ned  
r o y a l t y  gas o r  o i l  t h a t  s p e c i f y  the s a l e  and d e l i v e r y  o f  n o t  more than
400 b a r r e l s  o f  c rude o i l  p e r  day o r  n o t  more than  460 b a r r e l s  o f  n a t u r a l
gas l i q u i d s  p e r  day o r  n o t  more than 2 , 4 0 0  Mfc o f  n a t u r a l  gas p e r  day 
may be e x e cu t ed  w i t h o u t  r a t i f i c a t i o n  by the  l e g i s l a t u r e .

Sec .  3 8 .O6 .O6 O. C O N F I D E N T I A L I T Y .  N o tw i t h s t a n d in g  AS 0 9 . 2 5 . 1 1 0  -

0 9 . 2 5 . 1 2 0 ,  the  b oa rd  may p r o v i d e  by r e g u l a t i o n  f o r  t h e  c o n f i d e n t i a l i t y  
o f  t h o s e  documents and r e c o r d s  i n  i t s  p o s s e s s i o n  o r  c o n t r o l  which 
c o n t a i n  c o n f i d e n t i a l  b u s i n e s s  o r  m a r k e t i n g  i n f o r m a t i o n  the  p r o t e c t i o n  
o f  which i s  e s s e n t i a l  t o  t h e  p e r s o n  who has s ubm i t t ed  them t o  the
boa rd  o r  i n  t h e  judgment o f  th e  boa rd  i s  e s s e n t i a l  t o  th e  b e s t  i n t e r e s t
o f  t h e  s t a t e .  Such c o n f i d e n t i a l i t y ,  howeve r ,  s h a l l  n o t  p r e c l u d e  the  
p r o p e r  r e v i ew  by t h e  l e g i s l a t u r e .

Sec. 3 8 . 0 6 . 0 7 0 .  C R I T E R I A .  (a) In the e x e r c i s e  of its p o w e r s  

u n d e r  sec. 40(1) -  ( 2 )  a n d  sec. 50 o f  t hi s  c h a p t e r  t h e  b o a r d  s h a l l  

c o n s i d e r

( 1 )  the  r e v enue  needs and p r o j e c t e d  f i s c a l  c c n d i t i o n  o f  the
s t a t e ;

( 2 )  t h e  e x i s t e n c e  and e x t e n t  o f  p r e s e n t  and p r o j e c t e d  l o c a x
- 5 -  SCS CSHB 5 am S
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a n d  r e g i o n a l  n e e d s  for o i l  a n d  gas p r o d u c t s  an d  b y - p r o d u c t s ,  the e f f e c t  

o f  s t a t e  or f e d e r a l  c o m m o d i t y  a l l o c a t i o n  r e q u i r e m e n t s  w h i c h  m i g h t  be 

a p p l i c a b l e  to t h o s e  p r o d u c t s  a n d  b y - p r o d u c t s ,  an d  t h e  p r i o r i t i e s  a m o n g  

c o m p e t i n g  ne e ds ;

(3) the d e s i r a b i l i t y  o f  l o c a l i z e d  c a p i t a l  i n v e s t m e n t ,

i n c r e a s e d  p a y r o l l ,  s e c o n d a r y  d e v f l o p m e n t  and o t h e r  p o s s i b l e  e f f e c t s

o f  the sale, e x c h a n g e  or o t h e r  d i s p o s i t i o n  o f  o i l  an d  gas o r  b oth;

('!) th e p r o j e c t e d  s o c i a l  i m p a c t s  of t h e  t r a n s a c t i o n ;

(5) the p r o j e c t e d  a d d i t i o n a l  c o s t s  a n d  r e s p o n s i b i l i t i e s

w h i c h  c o u l d  be I m p o s e d  u p o n  th e  s t a t e  and a f f e c t e d  p o l i t i c a l  s u b d i v i­

si o n s  by d e v e l o p m e n t  r e l a t e d  to the t r a n s a c t i o n ;

(6) the e x i s t e n c e  of s p e c i f i c  l o c a l  o r  r e g i o n a l  l a b o r  or 

c o n s u m p t i o n  m a r k e t s  o r  b o t h  w h i c h  s h o u l d  be m e t  by t h e t r a n s a c t i o n ;

(7) the p r o j e c t e d  p o s i t i v e  and n e g a t i v e  e n v i r o n m e n t a l  

e f f e c t s  r e l a t e d  to the t r a n s a c t i o n ;  and

(8) th e  p r o j e c t e d  e f f e c t s  o f  the p r o p o s e d  t r a n s a c t i o n  u p o n  

e x i s t i n g  p r i v a t e  c o m m e r c i a l  e n t e r p r i s e  and p a t t e r n s  of i n v e s t m e n t s .

(b) W h e n  it is e c o n o m i c a l l y  f e a s ib l e ,  the b o a r d  m a y  r e q u i r e ,  as 

a  c o n d i t i o n  o f  t h e  sal e  of o i l  or gas o b t a i n e d  by t h e  s t a t e  as r o y a l t y ,  

t h a t  t h e  o i l  o r  g a s  be r e f i n e d  or p r o c e s s e d  in the s t a t e  a n d  m a y ,  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  of th e  s t a t e  to d o  so, p r o v i d e  

f o r  p r o c e s s i n g  or r e f i n i n g  o f  the o i l  o r  gas 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  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 sale o f  the oil or gas.

Sec. 3 8 . 0 6 . 0 8 0 .  D E F I N I T I O N S .  In this c h a p t e r

(1) " b o a r d "  m e a n s  th e  A l a s k a  R o y a l t y  Oil and Gas D e v e l o p m e n t  

A d v i s o r y  B o a r d ;  and

(2) " st a t e  l e a s e "  m e a n s  an o i l  an d  gas l e a s e  on s t a t e  land.

* Sec. it. AS 3 8 .0 5 .l83 is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 .O5 .l8 3 . S A L E  O F  R O Y A L T Y .  (a) T h e  s ale, e x c h a n g e  or 
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o t h e r  d i s p o s a l  of  a m i n e r a l  o b t a i n e d  by t h e  s t a t e  as a r o y a l t y  u n d e r  

sec. 18 2 o f  t h i s  c h a p t e r ,  o r  the sale, e x c h a n g e  or o t h e r  d i s p o s a l  in 

w h o l e  or i n  p a r t  o f  a r i g h t  to r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  

a  s t a t e  l e a s e  u n d e r  t h i s  c h a p t e r ,  s h a l l  be by c o m p e t i t i v e  b i d  an d  the 

sale, e x c h a n g e  or o t h e r  d i s p o s a l  m a d e  to the  h i g h e s t  r e s p o n s i b l e  bidder, 

e x c e p t  tha t c o m p e t i t i v e  b i d d i n g  is not r e q u i r e d  w h e n  th e  c o m m i s s i o n e r ,  

w i t h  t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  th e  A l a s k a  R o y a l t y  Oil an d  Gas 

D e v e l o p m e n t  A d v i s o r y  B o a r d  w h e r e  a p p l i c a b l e ,  d e t e r m i n e s  that the best 

i n t e r e s t  of t h e  s t a t e  d o e s  not- r e q u i r e  it o r  that n o  c o m p e t i t i o n  exists.

(b) W h e n  c o m p e t i t i v e  b i d s  are  r e q u i r e d ,  the c o m m i s s i o n e r ,  w i t h  

t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  A l a s k a  R o y a l t y  Oil a n d  Gas D ev e l o p m e n t  

A d v i s o r y  B o a r d ,  m a y  r e j e c t  a l l  b i d s  if he d e t e r m i n e s  that b e c a u s e  of the 

a m o u n t  of the b ids, t h e  l a c k  of r e s p o n s i b i l i t y  on the par t  o f  the 

b i d d e r s ,  or fo r  r e a s o n s  c o n s i s t e n t  w i t h  the c r i t e r i a  set out in AS  38.- 

O ' . ^ y o ,  t h e  a c c e p t a n c e  o f  th e  b i d s  w o u l d  n o t  be in th e  best i n t e r e s t

o f  t h e  state.

(c) I f  th e  c o m m i s s i o n e r  d e t e r m i n e s  t ha t  a sale, e x c h a n g e  or o t h e r  

d i s p o s a l  o f  a m i n e r a l  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  u n d e r  sec. 182 
of  t h i s  c h a p t e r  or of a r i g h t  to r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  undei 

a  s t a t e  l e a s e  u n d e r  t h i s  c h a p t e r  s h a l l  be m a d e  o t h e r w i s e  th a n  by 

c o m p e t i t i v e  bid, and the A l a s k a  R o y a l t y  O i l  and Ga s D e v e l o p m e n t  Advisor} 

B o a r d  w h e r e  a p p l i c a b l e  h a s  a p p r o v e d  that d e t e r m i n a t i o n ,  the c o m m i s s i o n e i  

s h a l l  m a k e  p u b l i c  i n  w r i t i n g  the s p e c i f i c  f i n d i n g s  an d  c o n c l u s i o n s  u p o n  

w h i c h  t hat d e t e r m i n a t i o n  is based.

* Sec. 5. T h i s  Act t a k e s  e f f e c t  o n  the day  a f t e r  its p a s s a g e  a n d  approval 

or o n  t h e  d a y  it b e c o m e s  l a w  w i t h o u t  a p p r o v a l .

-7- SCS CSHB 5 am S
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Original sponsor: Rules Committee by
request of the Governor

O f f e r e d :  6/18/7*1
Oh t o d a y ' s  c a l e n d a r  on 

S p e c i a l  O r d e r

IN T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 5 

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  OF  A L A S K A  

E I G H T H  L E G I S L A T U R E  - S E C O N D  S P E C I A L  S E S S I O N

A B I L L

Fo r  a n  Act e n t i t l e d :  "An Act  p r o v i d i n g  f o r  th e  sale, e x c h a n g e  or o t h e r

d i s p o s i t i o n  o f  m i n e r a l s  o b t a i n e d  by the s t a t e  as 

r o y a l t y  u n d e r  s t a t e  l e a s e s  o r  of r i g h t s  to r e c e i v e  

f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  s t a t e  le a s e s ;  and 

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

3E I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 3 8 . 0 5 . 1 8 2  is a m e n d e d  t o  read:

Sec. 3 8 . 0 5 . 1 8 2 .  R O Y A L T Y  O N  N A T U R A L  R E S O U R C E S .  A n y  r o y a l t y  p r o­

vi d e d  for in secs. 135 - l8l o f  thi s  c h a p t e r  may  be t a k e n  in k i n d  r a t h e r  

tha n in m o n e y  i_f [AT T H E  D I S C R E T I O N  OF] th e  c o m m i s s i o n e r , w i t h  the 

c o n s e n t  of the bo a r d,  [IF HE] d e t e r m i n e s  t hat the t a k i n g  in k i n d  w o u l d  

be i n  t h e  best, i n t e r e s t  o f  the state. T h e  c o n s e n t  o f  the b o a r d  is 

r e q u i r e d  o n l y  w i t h  r e s p e c t  t o  o i l  an d  gas r o y a l t y - l n - k l n d  u n d e r  sec. .183 
of t h i s  c h ap t e r .

Sec. 2. AS 38 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A F T E R  06. A L A S K A  R O Y A L T Y  O I L  A M D  GAS 

D E V E L O P M E N T  A D V I S O R Y  BOARD.

Sec. 3 8 . 0 5 . 0 1 0 .  P U R P O S E .  It is the p u r p o s e  of this c h a p t e r  to 

f a c i l i t a t e  the w i s e  d e v e l o p m e n t  o f  A l a s k a ' s  oi l  and gas r o y a l t y  i n t e r­

est s  by  p r o v i d i n g  m e a n s  a n d  p r o c e d u r e s  fo r  sales, e x c h a n g e s  or o t h e r  

d i s p o s i t i o n  o f  t h o s e  i n t e r e s t s  in w a y s  c a l c u l a t e d  to p r o m o t e  p r i v a t e  

e c o n o m i c  g r o w t h  c o n s i s t e n t  w i t h  a p p l i c a b l e  e n v i r o n m e n t a l  s t a n d a r d s  a n d  

p u b l i c  f i s c a l  s t a b i l i t y ,  a n d  i n  a c c o r d a n c e  w i t h  AS 3 8 .0 5 .l8 3 .

Sec. 3 8 .O b . 020. E S T A B L I S H M E N T .  T h e r e  is in the D e p a r t m e n t  of

-1 -  C S H B  5
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N a t u r a l  R e s o u r c e s  the A l a s k a  R o y a l t y  O i l  a n d  O a s  D e v e l o p m e n t  A d v i s o r y  

Board.

Sec .  3 8 . 0 6 . 0 2 5 .  M E M B E R S H I P .  The boa rd  c o n s i s t s  o f  th e  commis­
s i o n e r  o f  n a t u r a l  r e s o u r c e s ,  who i s  c h a i rm an ,  the  c omm iss ion e r  o f  
economic d eve lo pm en t ,  and t h r e e  p u b l i c  members.  Each o f  th e  p u b l i c  
members s h a l l  p o s s e s s  e x p e r i e n c e  w i th  p e t r o l e u m - r e l a t e d  I n d u s t r i e s ,
I n  s u c h  f i e l d s  as e x p l o r a t i o n ,  d e v e l o p m e n t ,  p r o d u c t i o n  a n d  e c o n o m i c s ,  

a n d  s h a l l  be a p p o i n t e d  b y  the g o v e r n o r  t o  s e r v e  at his p l e a s u r e  for 

t h r e e - y e a r  s t a g g e r e d  t e r m s  a n d  c o n f i r m e d  by a v o t e  of a m a j o r i t y  o f  the 

m e m b e r s  o f  the l e g i s l a t u r e  In j o i n t  s e s s i o n .  T h e  p u b l i c  m e m b e r s  ma y  

be r e m o v e d  by the g o v e r n o r  o n l y  f o r  cause. T h e  p u b l i c  m e m b e r s  m a y  not 

be s t a t e  o f f i c e r s  or e m p l o y e e s .  A p u b l i c  m e m b e r ,  u p o n  the e x p i r a t i o n  

o f  h i s  term, s h a l l  c o n t i n u e  to h o l d  o f f i c e  u n t i l  his s u c c e s s o r  is 

a p p o i n t e d  a n d  q u a l i f i e s .  V a c a n c i e s  in p u b l i c  m e m b e r s h i p  s h a l l  be f i l l e d  

i n  the  s a m e  m a n n e r  as o r i g i n a l  a p p o i n t m e n t .  A n  a p p o i n t e e  to f i l l  a 

v a c a n c y  s h a l l  h o l d  o f f i c e  for t h e  b a l a n c e  o f  t h e  t e r m  f o r  w h i c h  his 

p r e d e c e s s o r  o n  the b o a r d  wa s  a p p o i n t e d .  A v a c a n c y  in b o a r d  m e m b e r s h i p  

d o e s  no t i m p a i r  the a u t h o r i t y  o f  a  q u o r u m  o f  t h e  b o a r d  m e m b e r s  to 

e x e r c i s e  a l l  t he  p o w e r s  and d u t i e s  o f  th e  board.

Sec. 3 8 . 0 6 . 0 3 0 .  C O M P E N S A T I O N ;  P E R  D IEM, T R A V E L  E X P E N S E S .  M e m b e r s  

of  t he  b o a r d  ar e  i n  tne e x e m p t  s e r v i c e  u n d e r  A S  3 9 . 2 5 . 1 1 0  and s h a l l  

r e c e i v e  $100 a d a y  f o r  e a c h  d a y  or p o r t i o n  o f  a d a y  s pent in a c t u a l  

m e e t i n g  or o n  a u t h o r i z e d  o f f i c i a l  b u s i n e s s  i n c i d e n t  to t h e i r  d u t i e s ,  

a n d  t h e y  a r e  e n t i t l e d  to p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  as p r o v i d e d  by 

l a w  fo r  o t h e r  b o a r d s  a n d  c o m m i s s i o n s . I f  a m e m b e r  of the b o a r d  is a 

f u l l - t i m e  o f f i c e r  or  e m p l o y e e  o f  the s t a t e ,  h e  m a y  not r e c e i v e  the 

$10 0 a d a y  c o m p e n s a t i o n .

Sec. 3 8 . 0 6 . 0 3 5 .  MEETINGS, RULES, QUORUM, VOTES REQUIRED; CONFLICT 
OF INTEREST. (a) T h e  b o a r d  s h a l l  p r e s c r i b e  its own r u l e s  o f  p r o c e d u r e .
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It s h a l l  m e e t  at a t i m e  a n d  p l a c e  d e t e r m i n e d  by th e  c h a i r m a n ,  a n d  at 

o t h e r  t i m e s  a n d  p l a c e s  a s  t h e  c h a i r m a n ,  or a m a j o r i t y  o f  the b o a r d  

m e m b e r s ,  c o n s i d e r  n e c e s s a r y .  A  q u o r u m  is a m a j o r i t y  o f  the m e m b e r s  of 

the board. Th e  v o t e s  o f  th e  b o a r d  m e m b e r s  s h a l l  be r e c o r d e d .  E f f e c t i v e  

a c t i o n  to c a r r y  out the p o w e r s  g r a n t e d  u n d e r  this c h a p t e r  r e q u i r e s  the 

a f f i r m a t i v e  v o t e  o f  a m a j o r i t y  o f  t h e  b o a r d  m e m b e r s .  No b o a r d  m e m b e r  

may, w i t h  r e s p e c t  to a m a t t e r  b e f o r e  t h e  bo a r d ,  v o t e  f or  o r  cn b e h a l f  of 

a n o t h e r  m e m b e r  of t h e  board.

(b) No m e m b e r  o f  t h e  b o a r d  m a y  a c t  u p o n  a m a t t e r  In w h i c h  his 

r e l a t i o n s h i p  w i t h  any p e r s o n  c r e a t e s  a c o n f l i c t  of  i n t e r e s t .  No b o a r d  

m e m b e r  m a y  h a v e  a n  o f f i c i a l  c o n n e c t i o n  w i t h  or h o l d  s t o c k  o r  s e c u r i t i e s  

in, o r  h a v e  a p e c u n i a r y  i n t e r e s t  in, a c o r p o r a t i o n ,  c o m p a n y  or a s s o c i a­

ti o n  e n g a g e d  i n  the p r o d u c t i o n  o r  t r a n s p o r t a t i o n  o f  o i l  or gas.

Sec. 3 8 .06.0^0. P O W E R S .  T h e  b o a r d  h a s  the p o w e r  to

(1 ) d i r e c t  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to s o l i c it  

i n q u i r i e s ,  d e v e l o p m e n t  p l a n s  or b i d s  f r o m  p e r s o n s  for the  sale, e x c h a n g e  

o r  o t h e r  d i s p o s a l  of o i l  o r  ga s  o r  b o t h  o b t a i n e d  by t h e  s t a t e  as a 

r o y a l t y  u n d e r  AS 3 8 .0 5 .1 8 2 , or fo r  the sale, e x c h a n g e  o r  o t h e r  d i s p o s a l  

i n  w h o l e  o r  par t  o f  r i g h t s  to r e c e i v e  f u t u r e  oil or ga s  p r o d u c t i o n  or, 

b o t h  u n d e r  a s t a t e  le a s e ,  s u b j e c t  to t e r m s  an d  c o n d i t i o n s  e s t a b l i s h e d

by t h e  board;

(2) e x a m i n e  p r o p o s e d  s a l e s ,  e x c h a n g e s  or o t h e r  d i s p o s a l s

o f  o i l  o r  g a s or b o t h  o b t a i n e d  by t h e s t a t e  as a r o y a l t y  u n d e r  AS 3 8.-

0 5 . 1 8 2 ,  or of  r i g h t s  to r e c e i v e  f u t u r e  oil or ga s  p r o d u c t i o n  or b o t h  

unaex' a s t a t e  lease, f o r  the o u r p o s e  o f  a p p r o v i n g  or d i s a p p r o v i n g  the 

p r o p o s e d  sale, e x c h a n g e  o r  o t h e r  d i s p o s a l ;

(3) h i r e  a n  e x e c u t i v e  d i r e c t o r ,  c o n s u l t a n t s  e x p e r t  In t e c h n i­

cal, e c o n o m i c  or o t h e r  r e l e v a n t  p r o f e s s i o n s  a n d  o t h e r  p e r s o n s  as 

n e c e s s a r y  to a s s i s t  t h e  b o a r d  in the e x e r c i s e  of its p o w er s ;
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(4) p r o m u l g a t e  r e g u l a t i o n s  u n d e r  the  A d m i n i s t r a t i v e  P r o c e d u r e  

A c t  (AS 44.62) t h a t  it c o n s i d e r s  n e c e s s a r y  o r  a p p r o p r i a t e  in the 

e x e r c i s e  o f  its p o w e r s ;  an d

( 5 )  t a k e  wha teve r  o t h e r  a c t i o n s  a r e  r e a s o n a b l y  n e c e s s a r y  i n  
t h e  f u r t h e r a n c e  o f  th e  pu rpo se s  o f  t h i s  c h a p t e r .

Sec. 3 8 . 0 6 . 0 5 0 .  B O A R D  A P P R O V A L  R E Q U I R E D .  (a) N o  sale, e x c h a n g e  

or o t h e r  d i s p o s i t i o n  o f  oi l  or ga s  or o f  t h e  r i g h t s  or w a i v e r  o f  the 

r i g h t s  to r e c e i v e  f u t u r e  p r o d u c t i o n  of r o y a l t y  oi l  or g a s  m a y  be m a d e  

by t he  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  u n d e r  AS 3 8 .0 5 . 1 8 3  w i t h o u t  the 

p r i o r  w r i t t e n  a p p r o v a l  o f  the board.

(b) B i d s  m a y  not be r e j e c t e d  by t h e  c o m m i s s i o n e r  o f  n a t u r a l  

r e s o u r c e s  w i t h o u t  the p r i o r  w r i t t e n  a p p r o v a l  o f  th e  board.

(c) C o m p e t i t i v e  b i d d i n g  in a sale, e x c h a n g e  or o t h e r  d i s p o s i t i o n  

d e s c r i b e d  i n  (a) o f  th.is s e c t i o n  m a y  lot be w a i v e d  by th e  c o m m i s s i o n e r  

o f  n a t u r a l  r e s o u r c e s  u n d e r  AS 3 8 .05- 1 8 3  w i t h o u t  th e  p r i o r  w r i t t e n  

a p p r o v a l  o f  the boai’d.

Sec .  3 8 . 0 6 . 0 5 5 .  ACTION BY LEGISLATURE. I n  a d d i t i o n  t o  the  
a p p r o v a l  by the  boa rd  r e q u i r e d  unde r  s e c .  50 o f  t h i s  c h a p t e r ,  no s a l e ,  
exchange o r  o t h e r  d i s p o s i t i o n  o f  o i l  o r  gas o r  o f  t h e  r i g h t s  o r  w a i v e r  
o f  t h e  r i g h t s  t o  r e c e i v e  f u t u r e  p r o d u c t i o n  o f  r o y a l t y  o i l  o r  gas may be 
made by th e  c omm iss ione r  o f  n a t u r a l  r e s o u r c e s  unde r  AS 3 8 .O5 . l 83 w i t h o u t  
th e  p r i o r  a p p r o v a l  o f  t h e  l e g i s l a t u r e  by a c o n c u r r e n t  r e s o l u t i o n  con ­
c u r r e d  i n  by a m a j o r i t y  o f  t h e  members o f  each hou se .

Sec. 3 8 . 0 6 . 0 6 0 .  C O N F I D E N T I A L I T Y .  N o t w i t h s t a n d i n g  AS 0 9 - 2 5 . 1 1 0  - 

0 9 - 2 5 . 1 2 0 ,  t h e  b o a r d  m a y  p r o v i d e  by r e g u l a t i o n  fo r  the c o n f i d e n t i a l i t y  

of d o c u m e n t s  a n d  o t h e r  p r o p e r t y  in its p o s s e s s i o n  or c o n t r o l  i f  in the 

j u d g m e n t  of t h e  b o a r d  t h e  best i n t e r e s t  o f  t h e  s t a t e  r e q u i r e s  c o n f i d e n­

t i a l i t y  .

Sec. 3 8 . 0 6 . 0 7 0 .  C R I T E R I A .  In the e x e r c i s e  o f  its p o w e r s  u n d e r  
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sec. 40(1) - (2) and sec. 50 of th i s  c h a p t e r  the b o a r d  s h a l l  c o n s i d e r

(1) th e  r e v e n u e  n e e d s  an d  p r o j e c t e d  f i s c a l  c o n d i t i o n  o f  the

st a t e ;

(2) t h e  e x i s t e n c e  an d  e x t e n t  o f  p r e s e n t  a n d  p r o j e c t e d  l o c a l  

a n d  r e g i o n a l  n e e d s  for oil a n d  g a s  p r o d u c t s  and b y - p r o d u c t s ,  th e  e f f e c t  

o f  s t a t e  or f e d e r a l  c o m m o d i t y  a l l o c a t i o n  r e q u i r e m e n t s  v/hich m i g h t  be 

a p p l i c a b l e  t o  t h o s e  p r o d u c t s  and b y - p r o d u c t s ,  a n d  the p r i o r i t i e s  a m o n g  

c o m p e t i n g  n e e d s ;

(3) t h e  d e s i r a b i l i t y  o f  l o c a l i z e d  c a p i t a l  i n v e s t m e n t ,  

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

of  t h e  sale, e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  o f  o i l  and ga s  o r  both;

(4) t he  p r o j e c t e d  s o c i a l  i m p a c t s  of t h e  t r a n s a c t i o n ;

(5) the p r o j e c t e d  a d d i t i o n a l  c o s t s  a n d  r e s p o n s i b i l i t i e s  

w h i c h  c o u l d  be i m p o s e d  u p o n  the s t a t e  a n d  a f f e c t e d  p o l i t i  al s u b d i v i­

sions by d e v e l o p m e n t  r e l a t e d  to t h e  t r a n s a c t i o n ;

(6) t h e  e x i s t e n c e  of s p e c i f i c  l o c a l  or r e g i o n a l  l a b o r  o r  

c o n s u m p t i o n  m a r k e t s  o r  b o t h  w h i c h  s h o u l d  be m e t  by the t r a n s a c t i o n ;

(7) t h e  p r o j e c t e d  p o s i t i v e  an d  n e g a t i v e  e n v i r o n m e n t a l  

e f f e c t s  r e l a t e d  t o  the t r a n s a c t i o n ;  a n d

(8) t h e  p r o j e c t e d  e f f e c t s  o f  the p r o p o s e d  t r a n s a c t i o n  u p o n  

e x i s t i n g  p r i v a t e  c o m m e r c i a l  e n t e r p r i s e  and p a t t e r n s  o f  i n v e s t m e n t s .

Sec. 3 8 . 0 6 . 0 8 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

(1) " b o a r d "  m e a n s  th e  A l a s k a  R o y a l t y  O i l  a n d  Ga s D e v e l o p m e n t  

A d v i s o r y  B o a r d ;  a n d

(2) " s t a t e  l e a s e "  m e a n s  a n  o i l  a n d  gas l e a s e  on s t a t e  land. 

Sec. 3. AS 3 8 .0 5 .l83 is r e p e a l e d  a n d  r e - e n a c t e d  t o  read:

Sec. 3 8 .O5 .l8 3 . S A L E  O F  R O Y A L T Y .  (a) The sale, e x c h a n g e  o r  

o t h e r  d i s p o s a l  o f  a m i n e r a l  o b t a i n e d  by the s t a t e as a r o y a l t y  u n d e r  

sec. 18 2  o f  this c h a p t e r ,  or the s ale, e x c h a n g e  o r  o t h e r  d i s p o s a l  in
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w h o l e  o r  In pa r t  o f  a r i g h t  t o  r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  

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

sale, e x c h a n g e  or o t h e r  d i s p o s a l  m a d e  to t h e  h i g h e s t  r e s p o n s i b l e  b i d d e r ,  

e x c e p t  that c o m p e t i t i v e  b i d d i n g  is n o t  r e q u i r e d  v/hen t h e  c o m m i s s i o n e r ,  

w i t h  the p r i o r  w r i t t e n  a p p r o v a l  o f  th e  A l a s k a  R o y a l t y  Oi l  a n d  Gas 

D e v e l o p m e n t  A d v i s o r y  B o a r d  w h e r e  a p p l i c a b l e ,  d e t e r m i n e s  that the best 

i n t e r e s t  o f  the s t a t e  d o e s  n o t  r e q u i r e  it o r  that no c o m p e t i t i o n  exists.

(b) W h e n  c o m p e t i t i v e  b i d s  a r e  r e q u i r e d ,  t he  c o m m i s s i o n e r ,  w i t h  

the p r i o r  w r i t t e n  a p p r o v a l  o f  th e  A l a s k a  R o y a l t y  Oil  a n d  Ga s  D e v e l o p m e n t  

A d v i s o r y  B o a r d ,  m a y  r e j e c t  a l l  b i d s  i f  he d e t e r m i n e s  t h a t  b e c a u s e  of 

th e  a m o u n t  o f  t h e  bids, t he  l a c k  o f  r e s p o n s i b i l i t y  on t h e  p a r t  o f  the 

b i d d e r s ,  or fo r  r e a s o n s  c o n s i s t e n t  w i t h  the c r i t e r i a  set out in A S  3 8 .-

0 6 . 0 7 0 ,  the a c c e p t a n c e  of t h e  b i d s  w o u l d  n o t  be i n  the bes t  i n t e r e s t

o f  t he  state.

(c) I f  th e  c o m m i s s i o n e r  d e t e r m i n e s  that a sale, e x c h a n g e  o r  o t h e r  

d i s p o s a l  o f  a m i n e r a l  o b t a i n e d  by the s t a t e  as a r o y a l t y  u n d e r  sec. 182 
o f  this c h a p t e r  o r  of a r i g h t  to r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  

a s t a t e  l e a s e  u n d e r  t h i s  c h a p t e r  s h a l l  be m a d e  o t h e r w i s e  t h a n  by c o m p e t i ­

ti v e  bid, a n d  the A l a s k a  R o y a l t y  O i l  a n d  Ga s  D e v e l o p m e n t  A d v i s o r y  B o a r d  

w h e r e  a p p l i c a b l e  ha s  a p p r o v e d  tha t  d e t e r m i n a t i o n ,  the c o m m i s s i o n e r  s h a l l  

m a k e  p u b l i c  in w r i t i n g  the s p e c i f i c  f i n d i n g s  and c o n c l u s i o n s  u p o n  w h i c h  

tha t  d e t e r m i n a t i o n  is based.

s Sec. T h i s  Ac t  t a k e s  e f f e c t  on the d a y  a f t e r  i t s  p a s s a g e  an d  a p p r o v a l

on t h e  d a y  it b e c o m e s  l a w  w i t h o u t  a p p r o v a l .

-b-
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O r i g i n a l  s p o ns o r :  R u l e s  C o m m i t t e e  by
r e q u e s t  of th e  G o v e r n o r

O f f e r e d :  6 / 1 8 / 7 ^
On t o d a y ' s  c a l e n d a r  on 

S p e c i a l  O rde r

IN T H E  H O U S E B Y  T H E  F I N A N C E  C O M M I T T E E

CS FOR HOUSE BILL NO. 5
I N  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

E I G H T H  L E G I S L A T U R E  - S E C O N D  S P E C I A L  S E S S I O N

A B I L L

F o r  a n  Act e n t i t l e d :  "An Act p r o v i d i n g  f o r  the sale, e x c h a n g e  or o t h e r

B E  I T  E N A C T E D  B Y  THE  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALAS K A :

* S e c t i o n  1. AS 3 8 . 0 5 . 1 8 2  i s  amended t o  r e a d :
Sec .  3 8 . 0 5 . 1 8 2 .  R O Y A L T Y  O N  N A T U R A L  R E S O U R C E S .  An y  r o y a l t y  p r o ­

v id ed  f o r  i n  s e c s .  135 -  l 8 l  o f  t h i s  c h a p t e r  may be t a k e n  i n  k in d  r a t h e r  
than  i n  money i f  [AT T H E  D I S C R E T I O N  OF] t h e  c om m is s i o n e r , w i th  th e  
consen t  o f  the  b o a r d ,  [ I F  HE] d e t e rm in e s  t h a t  th e  t a k i n g  i n  k ind  would 
be i n  the  b e s t  i n t e r e s t  o f  th e  s t a t e .  The consen t  o f  the  boa rd  i s  
r e q u i r e d  o n l y  w i th  r e s p e c t  t o  o i l  and gas r o y a l t y - i n - l c i n d  under  s e c .  U : 3 
o f  t h i s  c h a p t e r .

* Sec .  2 .  AS 38 i s  amended by add ing  a new c h a p t e r  t o  r e a d :

Sec. 3 8 . 0 6 . 0 1 0 .  P U R P O S E .  It is the p u r p o s e  of this c h a p t e r  to 

f a c i l i t a t e  the w i s e  d e v e l o p m e n t  o f  A l a s k a ' s  oil and gas r o y a l t y  I n t e r­

ests by p r o v i d i n g  m e a n s  a n a  p r o c e d u r e s  fo r  sa l e s ,  e x c h a n g e s  or o t h e r  

d i s p o s i t i o n  of t h o s e  i n t e r e s t s  i n  w a y s  c a l c u l a t e d  to p r o m o t e  p r i v a t e  

e c o n o m i c  g r o w t h  c o n s i s t e n t  w i t h  a p p l i c a b l e  e n v i r o n m e n t a l  s t a n d a r d s  and  

p u b l i c  f i s c a l  s t a b i l i t y ,  a n d  in a c c o r d a n c e  w i t h  AS 3 8 .O5 . l 8 3 .
Sec. 3 8. 0 6 . 0 2 0 .  E S T A B L I S H M E N T .  There is e s t a b l i s h e d  in the Department of

d i s p o s i t i o n  o f  m i n e r a l s  o b t a i n e d  by th e  s t a t e  as

r o y a l t y  u n d e r  s t a t e  l e a s e s  or o f  r i g h t s  to r e c e i v e

f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  s t a t e  leas e s;  a n d  

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

C H A P T E R  06. A L A S K A  R O Y A L T Y  O I L  A N D  G A S

D E V E L O P M E N T  A D V I S O R Y  BOARD.
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N a t u r a l  R e s o u r c e s  t h e  A l a s k a  R o y a l t y  Oil  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  

Boa rd .

Sec .  3 8 . 0 6 . 0 2 5 .  M E M B E R S H I P .  The bo a rd  c o n s i s t s  o f  the  commis­
s i o n e r  o f  n a t u r a l  r e s o u r c e s ,  who i s  cha i rman ,  t h e  comm iss ione r  o f  
economic d e v e lo pmen t ,  and t h r e e  p u b l i c  members . Each o f  t h e  p u b l i c  
members s h a l l  p o s s e s s  e x p e r i e n c e  w i t h  p e t r o l e u m - r e l a t e d  i n d u s t r i e s ,  i n  
such f i e l d s  as e x p l o r a t i o n ,  d e v e lo pm en t ,  p r o d u c t i o n  and econom ic s ,  and 
s h a l l  be a p p o i n t e d  by th e  g o v e r n o r  t o  s e r v e  a t  h i s  p l e a s u r e  f o r  t h r e e -  
y e a r  s t a g g e r e d  t e rms  and c o n f i rm ed  by a v o t e  o f  a m a j o r i t y  o f  t h e  members 
o f  t h e  l e g i s l a t u r e  i n  j o i n t  s e s s i o n .  The p u b l i c  members may no t  be s t a t e  
o f f i c e r s  o r  emp lo y ee s .  A p u b l i c  member, upon t h e  e x p i r a t i o n  o f  h i s  t e rm ,  
s h a l l  c o n t i n u e  ^o h o l d  o f f i c e  u n t i l  h i s  s u c c e s s o r  i s  a pp o in t ed  and 
q u a l i f i e s .  V a can c ie s  i n  p u b l i c  membership s h a l l  be f i l l e d  i n  the  same 
manner as o r i g i n a l  a p p o in tm en t .  An a p p o i n t e e  t o  f i l l  a vacancy s h a l l  
h o l d  o f f i c e  f o r  t h e  b a l a n c e  o f  t h e  t e rm  f o r  which h i s  p r e d e c e s s o r  on the  
b o a r d  was a p p o i n t e d .  A vacancy  i n  b o a r d  membership does n o t  im p a i r  th e  

a u t h o r i t y  o f  a quorum o f  t h e  b o a rd  members t o  e x e r c i s e  a l l  t h e  powers and 
d u t i e s  o f  t h e  b o a rd .

Sec. 3 8 . 0 6 . 0 3 0 .  C O M P E N S A T I O N ;  P E R  D I E M ,  T R A V E L  E X P E N S E S .  M e m b e r s  

o f  t h e  b o a r d  are in th e  e x e m p t  s e r v i c e  u n d e r  AS 3 9 . 2 5 . 1 1 0  an d  s h a l l  

r e c e i v e  p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  as p r o v i d e d  by la w  f o r  o t h e r  

b o a r d s  and c o m m i s s i o n s .

Sec. 3 8 . 0 6 . 0 3 5 .  MEETINGS, RULES, QUORUM, VOTES REQUIRED; CONFLICT 
OF INTEREST. (a) T h e  b o a r d  s h a l l  p r e s c r i b e  its own r u l e s  o f  p r o c e d u r e .
It s h a l l  m e e t  at a  t i m e  a n d  p l a c e  d e t e r m i n e d  by th e  c h a i r m a n ,  a n d  at 

o t h e r  t i m e s  and p l a c e s  as t h e  c h a i r m a n ,  o r  a m a j o r i t y  of th e  b o a r d  

m e m b e r s ,  c o n s i d e r  n e c e s s a r y .  A q u o r u m  is a m a j o r i t y  o f  the m e m b e r s  of  

th e  bo a r d .  T h e  v o t e s  o f  t h e  b o a r d  m e m b e r s  s h a l l  be r e c o r d e d .  E f f e c t i v e  

a c t i o n  to c a r r y  ou t  t h e  p o w e r s  g r a n t e d  u n d e r  this c h a p t e r  r e q u i r e s  the
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a f f i r m a t i v e  v o t e  of a m a j o r i t y  o f  t h e  b o a r d  m e m b e r s .  No b o a r d  m e m b e r  

may, w i t h  r e s p e c t  to a m a t t e r  b e f o r e  t h e  b o a r d ,  vot e  fo r  o r  on b e h a l f  of 

a n o t h e r  m e m b e r  of  the board.

(b) No m e m b e r  o f  the b o a r d  m a y  act u p o n  a m a t t e r  in w h i c h  hi3 

r e l a t i o n s h i p  w i t h  an y  p e r s o n  c r e a t e s  a c o n f l i c t  of i n t e r e s t .  N o  b o a r d  

m e m b e r  m a y  h a v e  an o f f i c i a l  c o n n e c t i o n  w i t h  or h o l d  s t o c k  or s e c u r i t i e s  

in, or  h a v e  a p e c u n i a r y  i n t e r e s t  in, a c o r p o r a t i o n ,  c o m p a n y  or a s s o c i a­

ti o n  e n g a g e d  in  the p r o d u c t i o n  o r  t r a n s p o r t a t i o n  o f  oi l  or gas.

Sec. 38.06.0*10, POWE R S .  T h e  b o a r d  ha s th e  p o w e r  to

(1) d i r e c t  the c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to s o l i c i t  

i n q u i r i e s ,  d e v e l o p m e n t  p l a n s  o r  b i d s  f r o m  p e r s o n s  f o r  the s ale, e x c h a n g e  

or o t h e r  d i s p o s a l  o f  o i l or g a s or b o t h  o b t a i n e d  by t h e  s t a t e  as a 

r o y a l t y  u n d e r  A S  3 8 .05.182, or f o r  t h e  s ale, e x c h a n g e  or o t h e r  d i s p o s a l  

in w h o l e  o r  p a r t  of r i g h t s  to r e c e i v e  f u t u r e  o i l  or g a s  p r o d u c t i o n  o r  

b o t h  u n d e r  a s t a t e  lease, s u b j e c t  to t e r m s  an d  c o n d i t i o n s  e s t a b l i s h e d

by t h e  board;

(2) e x a m i n e  p r o p o s e d  sales, e x c h a n g e s  or o t h e r  d i s p o s a l s

of o i l  or gas o r  b o t h  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  u n d e r  A S  38.-

0 5 . 1 8 2 ,  o r  of r i g h t s  to r e c e i v e  f u t u r e  oi l  o r  g a s  p r o d u c t i o n  o r  b o t h  

u n d e r  a s t a t e  lease, fo r  t h e purpose o f  a p p r o v i n g  or d i s a p p r o v i n g  the 

p r o p o s e d  sale, e x c h a n g e  o r  o t h e r  d i s p o s a l ;

(3) h i r e  a n  e x e c u t i v e  d i r e c t o r ,  c o n s u l t a n t s  e x p e r t  in t e c h n i­

cal, e c o n o m i c  o r  o t h e r  r e l e v a n t  p r o f e s s i o n s  and  o t h e r  p e r s o n s  as 

n e c e s s a r y  to a s s i s t  the b o a r d  i n  th e  e x e r c i s e  o f  its p o w e r s ;

(*l) p r o m u l g a t e  r e g u l a t i o n s  u n d e r  t h e A d m i n i s t r a t i v e  P r o c e d u r e  

Act (AS *1*1.62) that  it c o n s i d e r s  n e c e s s a r y  o r  a p p r o p r i a t e  in the 

e x e r c i s e  o f  its p o w e r s ;  a n d

(5) t a k e  w h a t e v e r  o t h e r  a c t i o n s  a r e  r e a s o n a b l y  n e c e s s a r y  in 

th e  f u r t h e r a n c e  o f  the p u r p o s e s  o f  t h i s  c h a p t er .
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Sec .  38.06.050. BOARD APPROVAL REQUIRED. ( a )  No s a l e ,  exchange 
o r  o t h e r  d i s p o s i t i o n  o f  o i l  o r  gas o r  o f  the  r i g h t s  c r  w a i v e r  o f  t h e  
r i g h t s  t o  r e c e i v e  f u t u r e  p r o d u c t i o n  o f  r o y a l t y  o i l  o r  gas  may be made 
by th e  comm iss ione r  o f  n a t u r a l  r e s o u r c e s  unde r  AS 3 8 .0 5 .l83 w i t h o u t  the  
p r i o r  w r i t t e n  a p p r o v a l  o f  th e  b o a r d .

( b )  B id s  may no t  be r e j e c t e d  by t h e  comm iss ione r  o f  n a t u r a l  
r e s o u r c e s  w i t h o u t  th e  p r i o r  w r i t t e n  a p p r o v a l  o f  the  b o a r d .

( c )  C om p e t i t i v e  b i d d i n g  i n  a s a l e ,  exchange o r  o t h e r  d i s p o s i t i o n  
d e s c r i b e d  i n  ( a )  o f  t h i s  s e c t i o n  may no t  be wa ived by t h e  comm is s i one r  
o f  n a t u r a l  r e s o u r c e s  unde r  AS 3 8 . 0 5 . 1 8 3  w i t h o u t  t h e  p r i o r  w r i t t e n  
a p p r o v a l  o f  t h e  b o a rd .

( d )  The boa rd  may r e q u i r e  c o n d i t i o n s  r e l a t i n g  t o  t h e  s a l e ,  d e l i v e r j  , 
t r a n s p o r t a t i o n ,  o r  r e f i n i n g  o r  p r o c e s s i n g  w i t h i n  th e  s t a t e  t o  be 
in c l u d e d  by t h e  comm iss ione r  o f  n a t u r a l  r e s o u r c e s  i n  the  o f f e r  o f  and 
s a l e  by . c om p e t i t i v e  b i d d i n g  o f  o i l  o r  gas o b t a i n e d  by t h e  s t a t e  as 
r o y a l t y  unde r  AS 3 8 . 0 5 . 1 8 2 .

Sec .  3 8 . 0 6 . 0 5 5 .  ACTION BY LEGISLATURE. I n  a d d i t i o n  t o  t h e  
a p p r o v a l  by th e  boa rd  r e q u i r e d  unde r  s e c .  50 o f  t h i s  c h a p t e r ,  no s a l e ,  
exchange o r  o t h e r  d i s p o s i t i o n  o f  o i l  o r  gas o r  o f  t h e  r i g h t s  o r  w a i v e r  
o f  t h e  r i g h t s  t o  r e c e i v e  f u t u r e  p r o d u c t i o n  o f  r o y a l t y  o i l  o r  gas  may be 
made by th e  comm iss ione r  o f  n a t u r a l  r e s o u r c e s  under  AS 3 8 . 0 5 . 1 8 3  w i t h o u t  
th e  p r i o r  a p p r o v a l  o f  t h e  l e g i s l a t u r e  by a concui ’ r e n t  r e s o l u t i o n  con ­
c u r r e d  i n  by a m a j o r i t y  o f  th e  members o f  each house .

Sec .  3 8 .0 6 .0 6 0 . CONFIDENTIALITY. N o tw i t h s t a n d in g  AS 0 9 . 2 5 . 1 1 0  -

0 9 . 2 5 . 1 2 0 ,  the  boa rd  may p r o v i d e  by r e g u l a t i o n  f o r  th e  c o n f i d e n t i a l i t y  
o f  t h o s e  documents and r e c o r d s  i n  I t s  p o s s e s s i o n  o r  c o n t r o l  wh ich 
c o n t a i n  c o n f i d e n t i a l  b u s i n e s s  o r  m a r k e t i n g  i n f o r m a t i o n  t h e  p r o t e c t i o n  
o f  which i s  e s s e n t i a l  t o  th e  p e r s o n  who has subm i t t ed  them t o  the  
boa rd  o r  i n  t h e  judgment o f  t h e  boa rd  i s  e s s e n t i a l  t o  t h e  b e s t  i n t e r e s t
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o f  the state. S u c h  c o n f i d e n t i a l i t y ,  h o w e v e r ,  s h a l l  not p r e c l u d e  t h e  

p r o p e r  r e v i e w  by t h e  l e g i s l a t u r e .

Sec. 3 8 . 0 6 . 0 7 0 .  C R I T E R I A ,  (a) In the e x e r c i s e  of its p o w e r s  

u n d e r  sec. *10(1) - (2) ar.d sec. 50 of t his c h a p t e r  the b o a r d  s h a l l  

c o n s i d e r

(1) the r e v e n u e  n e e d s  a n d  p r o j e c t e d  f i s c a l  c o n d i t i o n  o f  the

state;

(2) the e x i s t e n c e  a n d  e x t e n t  of p r e s e n t  an d  p r o j e c t e d  l o c a l  

a n d  r e g i o n a l  n e e d s  for o i l  a n d  gas p r o d u c t s  a n d  b y - p r o d u c t s ,  the e f f e c t  

of s t a t e  or f e d e r a l  c o m m o d i t y  a l l o c a t i o n  r e q u i r e m e n t s  w h i c h  m i g h t  be 

a p p l i c a b l e  to th o s e  p r o d u c t s  a n d  b y - p r o d u c t s ,  a n d  the p r i o r i t i e s  a m o n g  

c o m p e t i n g  ne e d s ;

(3) the d e s i r a b i l i t y  o f  l o c a l i z e d  c a p i t a l  i n v e s t m e n t ,  

I n c r e a s e d  p a y r o l l ,  s e c o n d a r y  d e v e l o p m e n t  and o t h e r  p o s s i b l e  e f f e c t s  

of the  sale, e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  of  oil a n d  ga s or both;

( )  the p r o j e c t e d  s o c i a l  i m p a c t s  o f  the t r a n s a c t i o n ;

(5) the p r o j e c t e d  a d d i t i o n a l  c o s t s a n d  r e s p o n s i b i l i t i e s  

w h i c h  c o u l d  b e  i m p o s e d  u p o n  t h e  s t a t e  a n d  a f f e c t e d  p o l i t i c a l  s u b d i v i­

si o n s  by d e v e l o p m e n t  r e l a t e d  to th e  t r a n s a c t i o n ;

(6) t h e  e x i s t e n c e  o f  s p e c i f i c  l o c a l  or r e g i o n a l  l a b o r  o r  

c o n s u m p t i o n  m a r k e t s  or b o t h  w h i c h  s h o u l d  be m e t  by the t r a n s a c t i o n ;

(7) the p r o j e c t e d  p o s i t i v e  a n d  n e g a t i v e  e n v i r o n m e n t a l  

e f f e c t s  r e l a t e d  to t h e t r a n s a c t i o n ;  and

(8) the p r o j e c t e d  e f f e c t s  of the p r o p o s e d  t r a n s a c t i o n  u p o n  

e x i s t i n g  p r i v a t e  c o m m e r c i a l  e n t e r p r i s e  and p a t t e r n s  of i n v e s t m e n t s .

(b) W h e n  it is e c o n o m i c a l l y  f e a s i b l e ,  th e  b o a r d  m a y  r e q u i r e ,  as 

a c o n d i t i o n  o f  the s ale o f  o i l  or g a s  o b t a i n e d  by the s t a t e  as r o y a l t y ,  

tha t the oil o r  ga s  be r e f i n e d  or p r o c e s s e d  in the s t a t e  a n d m ay, w h e n  

it is f e a s i b l e  a n d  i n  t h e  b e s u  i n t e r e s t  of the s t a t e  to d o  so, p r o v i d e
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f o 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 r  gas unde r  a c o n t r a c t  e n t e r e d  
i n t o  by c om p e t i t i v e  b i d d in g  b e f o r e  the  s a l e  o f  th e  o i l  o r  g a s .

Sec .  3 8 . 0 6 . 0 8 0 .  DEFINITIONS. I n  t h i s  c h a p t e r
( 1 )  " b o a rd "  means th e  A la s k a  R o y a l t y  O i l  and Gas Deve lopment 

A d v i s o r y  B o a rd ;  and
( 2 )  " s t a t e  l e a s e "  means an o i l  and gas l e a s e  on s t a t e  l a n d .

* Sec .  3 .  AS 3 8 . 0 5 . l G 3  i s  r e p e a l e d  and r e - e n a c t e d  t o  r e a d :
Sec .  3 8 . 0 5 . 1 8 3 .  SALE OF ROYALTY. ( a )  The s a l e ,  exchange o r  

o t h e r  d i s p o s a l  o f  a m i n e r a l  o b t a i n e d  by the  s t a t e  as  a r o y a l t y  unde r  
s e c .  182 o f  t h i s  c h a p t e r ,  o r  t h e  s a l e ,  exchange o r  o t h e r  d i s p o s a l  i n  
whole j r  i n  p a r t  o f  a r i g h o t o  r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  under  
a s t a t e  l e a s e  unde r  t h i s  c h a p t e r ,  s h a l l  be by c o m p e t i t i v e  b i d  and the  
s a l e ,  exchange o r  o t h e r  d i s p o s a l  made t o  t h e  h i g h e s t  r e s p o n s i b l e  b i d d e r ,  
excep t  t h a t  c om p e t i t i v e  b i d d i n g  i s  no t  r e q u i r e d  when the  c om m is s i on e r ,  
w i th  th e  p r i o r  w r i t t e n  a p p r o v a l  o f  the  A la s k a  R o y a l t y  O i l  and Gas 
Development A d v i s o r y  Boa rd  where a p p l i c a b l e ,  d e t e rm in e s  t h a t  t h e  b e s t  
i n t e r e s t  o f  the  s t a t e  does n o t  r e q u i r e  i t  o r  t h a t  nc c om p e t i t i o n  e x i s t s .

( b )  When c om p e t i t i v e  b i a s  a r e  r e q u i r e d ,  the  c om m is s i on e r ,  w i th  
the  p r i o r  w r i t t e n  a p p r o v a l  o f  th e  A la s k a  R o y a l t y  O i l  and Gas Deve lopment  
A d v i s o r y  B o a rd ,  may r e j e c t  a l l  b i d s  i f  he d e t e rm in e s  t h a t  because  o f  
t h e  amount o f  th e  b i d s ,  the  l a c k  o f  r e s p o n s i b i l i t y  on th e  p a r t  o f  th e  
b i d d e r s ,  o r  f o r  r e a s o n s  c o n s i s t e n t  w i t h  t h e  c r i t e r i a  s e t  o u t  i n  AS 3 8 . -
0 6 . 0 7 0 ,  the  a ccep tance  o f  t h e  b i d s  would no t  be i n  the  b e s t  i n t e r e s t
o f  th e  s t a t e .

( c )  I f  t he  comm iss ione r  d e t e rm in e s  t h a t  a s a l e , ,  exchange o r  o t h e r  
d i s p o s a l  o f  a m in e r a l  o b t a i n e d  by th e  s t a t e  as  a r o y a l t y  unde r  s e c .  182 
o f  t h i s  c h a p t e r  o r  o f  a r i g h t  t o  r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  under  
a s t a t e  l e a s e  unde r  t h i s  c h a p t e r  s h a l l  be made o t h e rw i s e  than  by c om pe t i ­
t i v e  b i d ,  and the  A la s k a  R o y a l t y  O i l  and Gas Deve lopment  A d v i s o r y  Boa rd

AGG 789111
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w h e r e  a p p l i c a b l e  has a p p r o v e d  tha t  d e t e r m i n a t i o n ,  the c o m m i s s i o n e r  s h a l l  

m a k e  p u b l i c  in w r i t i n g  the s p e c i f i c  f i n d i n g s  a n d  c o n c l u s i o n s  u p o n  w h i c h  

tnat d e t e r m i n a t i o n  is based.

* Sec. l|. T h i s  Act t ak e s  e f f e c t  on the day a f t e r  its p a s s a g e  a n d  a p p r o v a l  

or o n  th e  day it b e c o m e s  la w  w i t h o u t  a p p ro v a l .
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IN T H E  H O U S E

BY THE RULES COMMITTEE BY
REQUEST OP THE GOVERNOR

H O U S E  B I L L  NO. b

I N  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  

E I G H T H  L E G I S L A T U R E  - S E C O N D  S P E C I A L  S E S S I O N

A B I L L

F o r  a n  Ac t e n t i t l e d ;  "An A c t  p r o v i d i n g  f o r  the sale, e x c h a n g e  o r  o t h e r

d i s p o s i t i o n  of  m i n e r a l s  o b t a i n e d  by t h e  s t a t e  as 

r o y a l t y  u n d e r  s t a t e  l e a s e s  or o f  r i g h t s  to r e c e i v e  

f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  s tate l e a s e 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 . "

BF. I T  E N A C T E D  3Y 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  ALAS K A :

# S e c t i o n  1. AS 38 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  06. A L A S K A  R O  L T Y  O I L  A N D  GA S  

D E V E L O P M E N T  A D V I S O R Y  BO A R D .

Sec. 3 8 . 0 6 . 0 1 0 .  P U R P O S E .  It is the p u r p o s e  of t his c h a p t e r  to 

f a c i l i t a t e  the  w i s e  d e v e l o p m e n t  o f  A l a s k a ' s  oil a n d  g a s  r o y a l t y  

i n t e r e s t s  by p r o v i d i n g  m e a n s  a n d  p r o c e d u r e s  for sales, e x c h a n g e s  or 

o t h e r  d i s p o s i t i o n  of t h o s e  i n t e r e s t s  in w a y s  c a l c u l a t e d  to p r o m o t e  

p r i v a t e  e c o n o m i c  g r o w t h  c o n s i s t e n t  w i t h  a p p l i c a b l e  e n v i r o n m e n t a l  

s t a n d a r d s  a n d  p u b l i c  fic ial s t a b i l i t y .

Sec. 3 8 . 0 6 . 0 2 0 .  E S T A B L I S H M E N T .  T h e r e  is e s t a b l i s h e d  i n  the D e­

p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  the A l a s k a  R o y a l t y  O i l  a n d  Gas D e v e l o p­

m e n t  A d v i s o r y  B o a r d .

Sec. 3 8 . 0 6 . 0 3 0 .  M E M B E R S H I P .  T h e  b o a r d  c o n s i s t s  o f  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 ,  w h o  is c h a i r m a n ,  t h e  c o m m i s s i o n e r  of 

e c o n o m i c  d e v e l o p m e n t ,  t h e  c o m m i s s i o n e r  of e n v i r o n m e n t a l  c o n s e r v a t i o n ,  

t h e  a t t o r n e y  g e n e r a l ,  a n d  t h r e e  p u b l i c  m e m b e r s  a p o o i n t e a  by the.1 

g o v e r n o r  to s e r v e  w i t h o u t  c o m p e n s a t i o n  at the p l e a s u r e  o f  the g o v e r n o r .  

T h e  p u b l i c  m e m b e r s  m a y  not be s t a t e  o f f i c e r s  or e m p l o y e e s .  T h e
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a f f i r m a t i v e  v o t e  o f  t h e  m a j o r i t y  of the m e m b e r s h i p  o f  the b o a r d  is 

r e q u i r e d  t o  c a r r y  out th e  p o w e r s  g r a n t e d  u n d e r  this c h a p t e r .

Sec. 38.06.0*10. POWE RS .  T h e  b o a r d  ha s th e  p o w e r  to

(1) d i r e c t  the c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to s o l i c i t  

i n q u i r i e s ,  d e v e l o p m e n t  p l a n s  or bids f r o m  p e r s o n s  f o r  t h e  sale, 

e x c h a n g e  o r  o t h e r  d i s p o s a l  o f  o i l  or gas or b o t h  o b t a i n e d  b y  t h e  

s t a t e  as a  r o y a l t y  u n d e r  AS 3 8 . 0 5 . 1 8 2 ,  or for t he  s ale, e x c h a n g e  o r  

o t h e r  d i s p o s a l  in w h o l e  o r  pa r t  o f  r i g h t s  to r e c e i v e  f u t u r e  oil or

gas p r o d u c t i o n  o r  b o t h  u n d e r  a s t a t e  lease, s u b j e c t  to t e r m s  a n d  

c o n d i t i o n s  e s t a b l i s h e d  by th e  board;

(2) e x a m i n e  p r o p o s e d  sale s ,  e x c h a n g e s  or o t h e r  d i s p o s a l s  

of o i l  or gas o r  b o t h  o b t a i n e d  by the s t a t e  as a r o y a l t y  u n d e r

AS 3 8 . 0 5 . l 8 2 ,  or of r i g h t s  t o  r e c e i v e  f u t u r e  o i l  or g a s  p r o d u c t i o n  

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

a p p r o v i n g  t h e  p r o p o s e d  sale, e x c h a n g e  or o t h e r  d i s p o s a l ;

(3) h i r e  an e x e c u t i v e  d i r e c t o r ,  c o n s u l t a n t s  e x p e r t  i n  t e c h n i­

cal, e c o n o m i c  o r  o t h e r  r e l e v a n t  p r o f e s s i o n s  an d  o t h e r  p e r s o n s  as n e c e s­

sar y  to a s s i s t  th e  b o a r d  in the e x e r c i s e  o f  its p o w e r s ;

(4) p r o m u l g a t e  r e g u l a t i o n s  u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e

Act (AS 4*1.62) t h a t  it c o n s i d e r s  n e c e s s a r y  or a p p r o p r i a t e  in the 

e x e r c i s e  o f  its p o w e r s ;  an d

(5) t a k e  w h a t e v e r  o t h e r  a c t i o n s  are r e a s o n a b l y  n e c e s s a r y  in 

the f u r t h e r a n c e  o f  the p u r p o s e s  o f  t h i s  chapter.

Sec. 3 8 . 0 6 . 0 5 0 .  B O A R D  A P P R O V A L  R E Q U I R E D .  (a) No sale, e x c h a n g e  

o r  o t h e r  d i s p o s i t i o n  o f  o i l  or g a s  or o f  th e  r i g h t s  t o  r e c e i v e  f u t u r e  

p r o d u c t i o n  o f  o i l  or g as  m a y  be m a d e  b y  the c o m m i s s i o n e r  o f  n a t u r a l  

r e s o u r c e s  u n d e r  A S  3 8 .O5 .l83 w i t h o u t  the p r i o r  w r i t t e n  a p p r o v a l  o f  the 

b o a r d .

(b) B i d s  m a y  n e t  be r e j e c t e d  b y  the c o m m i s s i o n e r  of n a t u r a l  
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1 r e s o u r c e s  w i t h o u t  the  p r i o r  w r i t t e n  a p p r o v a l  o f  the  b o a rd .
( c )  C om p e t i t i v e  b i d d i n g  i n  a s a l e ,  exchange o r  o t h e r  d i s p o s i t i o n  

d e s c r i b e d  i n  s u b s e c t i o n  ( a )  o f  t h i s  s e c t i o n  may no t  be waived by the  
comm is s ion e r  o f  n a t u r a l  r e s o u r c e s  unde r  AS 3 8 . 0 5 . 1 8 3  w i t h o u t  the  
p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  b o a rd .

Sec. 3 8 . 0 6 . 0 6 0 .  C O N F I D E N T I A L I T Y .  N o t w i t h s t a n d i n g  AS O p . 2 5 . 1 1 0  

- 0 9 . 2 5 . 1 2 0 ,  t h e  b o a r d  m a y  p r o v i d e  by r e g u l a t i o n  fo r  the c o n f i d e n t i a l­

ity  of  d o c u m e n t s  a n d  o t h e r  p r o p e r t y  in its p o s s e s s i o n  or c o n t r o l  if 

i n  th e  J u d g m e n t  o f  t h e  b o a r d  t h e  b est i n t e r e s t  of the s ta t e  r e q u i r e s  

c o n f i d e n t i a l i t y .

Sec. 3 8 . 0 6 . 0 7 0 .  C R I T E R I A .  In the e x e r c i s e  of its p o w e r s  u n d e r  

sec. ^0(1) - (2) a n d  sec. 50 o f  this  c h a p t e r  the b o a r d  s h a l l  c o n s i d e r

(1) th e  r e v e n u e  n e e d s  a n d  p r o j e c t e d  f i s c a l  c o n d i t i o n  of the

s t a t e ;

(2) t h e  e x i s t e n c e  a n d  extent, o f  l o c a l  an d  r e g i o n a l  n e e d s  

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

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

to t h o s e  p r o d u c t s  a n d  b y - p r o d u c t s ,  a n d  the p r i o r i t i e s  a m o n g  c o m p e t i n g  

n e e d s ;

(3) th e  d e s i r a b i l i t y  o f  l o c a l i s e d  c a p i t a l  i n v e s t m e n t ,  

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

of t h e  sale, e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  of o i l  a n d  gas o r  b ou h ;

(*l) t h e p r o j e c t e d  s o c i a l  i m p a c t s  o f  the t r a n s a c t i o n ;

(5) t h e  p r o j e c t e d  a d d i t i o n a l  c o s t s  a n d  r e s p o n s i b i l i t i e s  

w h i c h  c o u l d  be i m p o s e d  u p o n  t h e  s t a t e  a n d  a f f e c t e d  p o l i t i c a l  s u b­

d i v i s i o n s  b y  d e v e l o p m e n t  r e l a t e d  to the t r a n s a c t i o n ;

(6) t h e  e x i s t e n c e  o f  s p e c i f i c  l o c a l  or r e g i o n a l  l a b o r  or 

c o n s u m p t i o n  m a r k e t s  o r  b o t h  w h i c h  s h o u l d  be met by the t r a n s a c t i o n ;

(7) t he  p r o j e c t e d  p o s i t i v e  a n d  n e g a t i v e  e n v i r o n m e n t a l
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e f f e c t s  r e l a t e d  to t h e  t r a n s a c t i o n ]  and

(8) th e  p r o j e c t e d  e f f e c t s  o f  t h e  p r o p o s e d  t r a n s a c t i o n  u p o n  

e x i s t i n g  p r i v a t e  c o m m e r c i a l  e n t e r p r i s e  a n d  p a t t e r n s  of i n v e s t m e n t s .

Sec. 3 8 . 0 6 . 0 8 0 .  D E F I N I T I O N S .  In t h i s  c h a p t e r

(1) " b o a rd "  m e a n s  t h e  A l a s k a  R o y a l t y  Oi l  an d  Ga s  D e v e l o p m e n t  

A d v i s o r y  B o a r d ;  an d

(2) " s t a t e  l e a s e "  m e a n s  an o i l  a n d  gas l ease o n  s t a t e  land.

* Sec. 2. AS  3 8 .0 5 . 1 8 3  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 . 05 . 1 8 3 .  S A L E  O F  R O Y A L T Y .  (a) T h e  sale, e x c h a n g e  

or o t h e r  d i s p o s a l  o f  a m i n e r a l  o b t a i n e d  by t h e  s tate as a r o y a l t y  u n d e r  

sec. 182 o f  t h i s  c h a p t e r ,  or t h e  sale, e x c h a n g e  or o t h e r  d i s p o s a l  in

w h o l e  or in p a r t  o f  a r i g h t  t o  r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r

a s t a t e  l e a s e  u n d e r  t h i s  c h a p t e r ,  s h a l l  be by c o m p e t i t i v e  bi d  a n d  t h e  

s ale, e x c h a n g e  or o t h e r  d i s p o s a l  m a d e  to t h e  h i g h e s t  r e s p o n s i b l e  

b i d d e r ,  e x c e p t  that c o m p e t i t i v e  b i d d i n g  is n o t  r e q u i r e d  w h e n  th e  

c o m m i s s i o n e r ,  w i t h  t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  the A l a s k a  R o y a l t y  Oil 

a n d  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  w h e r e  a p p l i c a b l e ,  d e t e r m i n e s  th a t  the 

b e s t  i n t e r e s t  o f  t h e  s t a t e  d o e s  not r e q u i r e  it or that n o  c o m p e t i t i o n  

e x i s t s .

(b) W h e r e  c o m p e t i t i v e  b i d s  are  r e q u i r e d  the c o m m i s s i o n e r ,  w i t h  

t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  A l a s k a  R o y a l t y  Oil a n d  G a s  D e v e l o p­

me n t  A d v i s o r y  Bo a r d ,  m a y  rej t a l l  b i d s  i f  he d e t e r m i n e s  tha t  b e c a u s e  

of t h e  a m o u n t  o f  t h e  bi d s ,  the  l a c k  o f  r e s p o n s i b i l i t y  on t h e p a r t  of 

th e  b i d d e r s ,  o r  f o r  r e a s o n s  c o n s i s t e n t  w i t h  t h e  c r i t e r i a  set f o r t h  in 

AS 3 8 . 0 6 . 0 7 0 ,  th e  a c c e p t a n c e  o f  the b i d s  w o u l d  n o t  be in t h e  bes t  

i n t e r e s t  o f  t h e  state.

(c) If t h e  c o m m i s s i o n e r  d e t e r m i n e s  th a t  a sale, e x c h a n g e  o r  o t h e r  

d i s p o s a l  o f  a  m i n e r a l  o b t a i n e d  by t h e  s t a t e  as a r o y a l t y  u n d e r  sec.

182 o f  t h i s  c h a p t e r  o r  o f  a r i g h t  t o  r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n
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u n d e r  a s t a t e  l e a s e  u n d e r  t h i s  c h a p t e r  s h a ll  be m a d e  o t h e r w i s e  t h a n  by 

c o m p e t i t i v e  bid, a n d  the  A l a s k a  R o y a l t y  Oil a n d  Gas D e v e l o p m e n t  

A d v i s o r y  B o a r d  v/here a p p l i c a b l e  has a p p r o v e d  that d e t e r m i n a t i o n ,  th e  

c o m m i s s i o n e r  s h a l l  m a k e  p u b l i c  in w r i t i n g  th e  s p e c i f i c  f i n d i n g s  an d  

c o n c l u s i o n s  u p o n  w h i c h  t h a t  d e t e r m i n a t i o n  is based.

* Sec. 3. T h i s  Act t a k e s  e f f e c t  on t h e  d a y  a f c e r  its p a s s a g e  a n d  

a p p r o v a l  or o n  t h e  d a y  i t  b e c o m e s  lav; w i t h o u t  a p p r o v a l .

-5- HB 5
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TO: House Finance Committee DATE: June 17, 197A

FROM: Representative Hurtle; S U B J : Amendment to 111? 5

n.H5o 1 between liner. .11 and 12, add Section 1 AS 38.0[5. 182 
amendment an per* ‘iVO ,%’,*> I1D A6.1.. Thin addition to HB 5 is neces­
sary to briii" the? statutes in conformity to the intent of using 
the Royalty Board in Royalty matters.

2. Page 1, between lines 11 and 12, add .Section 2 AS 3 8 .O5 .l8 3 .
This addition to HB 5 is important to protect the availability 
of oil and gas for present anrl future needs of Alaskans— in 
Alaska. My greatest concern is for the natural gas. While the 
State can elect to take its oil and gas in kind or "value" on
6 months notice to the producer, the fact that natural gas con­
tracts usually arc 20-25 years in length, the State will be 
approached to relinquish the 6 month election and to soil its 
gas for a 20-25 year period. With thin proposed section (which 
passed as HP -16.! ) the Governor would determine that the industry 
had these reserves in the State or, in its sale of royalty, would 
have some escape clause in the contracts in order to protect it­
self— it would not require the Governor to store these resources 
as lie has indicated in his veto message of IIB A61.

3. Page 1, line 20, following the word stability, remove the period 
and add "and in accordance with A.3 3 8 .0 5 .l8 3 ". This language 
war. .Ln Iili A61 and is necessary for conformity.

A. Page !, line 2A . Membership. Removed the Commissioner of Environ­
mental ('on:;, rva.tlon and the Attorney General— these men are avail­
able for advise anyway. Add 3 public members (IIB A6l had A) who 
must he a pr ,ro 1 cum geologist, petroleum engineer, and an attorney- 
al.l of who wist have at least 7 years experience in the petroleum 
related Indus 1 ri.es and who must, be confirmed by the Legislature.
We removed the Civil Engineer requirement from III! A6l which was 
surp.1 usage. Wo have added the confirmation requirement.

AGO 7 8 9 1 1 8  \
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'j. Pago 2, bet.woi.? 11 linos 2 mid 3. Add .Section 38.06.030 on Compen­
sation wljj.eli is absent in the Governor's Bill (used language of 
HB A 6.1 ).

Add Section 38.06.035 regarding meetings, rules, quorum and votes 
required which is omitted in the Governor's Bill, and which was 
present; in IIB A6i . We have also added subparagraph (b) which pro­
vides for Conflict of Interest, which the Governor stated was a 
problem, but failed to do anything about.
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T V  • 'f

IN  THE HOUSE , BY IIARTIG
A M E H P M E M T 

TO: HOUSE DILL NO, 5

On page 3> between l i n e s  5 and 6 ,  i n s e r t :
S e c .  3 8 . 0 6 . 0 5 5 .  ACTION DY LEGISLATURE. I n  a d d i t i o n  t o  the  

a p p r o v a l  by the  b o a rd  r e q u i r e d  unde r  s e c .  50 o f  t h i s  c h a p t e r ,  no 
s a l e ,  exchange o r  o t h e r  d i s p o s i t i o n  o f  o i l  o r  gas o r  o f  th e  r i g h t s  
t o  r e c e i v e  f u t u r e  p r o d u c t i o n  o f  o i l  o r  gas may be made by th e  com­
m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  u . ider  AS 3 8 . 0 5 . 1 8 3  w i t h o u t  the  p r i o r  
a p p r o v a l  o f  t h e  l e g i s l a t u r e  by r e s o l u t i o n  c o n cu r r e d  i n  by a m a j o r i t y  
o f  t h e  members o f  each house .

OR

On page 3 ,  between l i n e s  5 and 6 ,  i n s e r t :
S e c .  3 8 . 0 6 . 0 5 5 .  ACTION BY LEGISLATURE. F o l l o w i n g  a p p r o v a l  by 

the  b o a rd  r e q u i r e d  unde r  s e c ,  50 o f  t h i s  c h a p t e r ,  t h e  c omm iss ion e r  o f  
n a t u r a l  r e s o u r c e s  s h a l l  p r e s e n t  a p ropo sed  s a l e ,  exchange o r  o t h e r  
d i s p o s i t i o n  o f  o i l  o r  gas o r  o f  th e  r i g h t s  t o  r e c e i v e  f u t u r e  p r o d u c t i o n  
o f  o i l  o r  gas t o  th e  l e g i s l a t u r e  w i t h i n  the  f i r s t  10  days o f  any s e s ­
s i o n .  The s a l e ,  exchange o r  d i s p o s i t i o n  s h a l l  become e f f e c t i v e  ^5 days
a f t e r  th e  p r e s e n t a t i o n  o r  on the  day a f t e r  the  f i n a l  day o f  the  s e s s i o n ,
wh ich eve r  i s  e a r l i e r ,  u n l e s s  d i s a p p r o v e d  by a r e s o l u t i o n  c o n cu r r e d  i n
by a m a j o r i t y  o f  th e  members o f  each house ,

AGO 7 8 9 1 2 0



I

2

3

4

5

6

7

a
9

10

n

12

13

14

15

16

17

10

19

20

21

22

23

2 4

2 5

2 6

2 7

70

29

IN  THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE D ILL NO. 5 

IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE -  SECOND SFECIAL SESSION 

A BILL
F o r  a n  A c t  e n t i t l e d :  " A n  A c t  p r o v i d i n g  f o r  t h e  s a l e ,  e x c h a n g e  o r  o t h e r

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

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

f u t u r e  m i n e r a l  p r o d u c t i o n  u n d e r  s t a t e  l e a s e 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  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

u  S e c t i o n  1 .  A S  3 8 . 0 5 . 1 8 2  i s  a m e n d e d  t o  r e a d :

S e c .  3 0 . 0 5 . 1 8 2 .  R O Y A L T Y  O i l  N A T U R A L  R E S O U R C E S .  A n y  r o y a l t y  p r o ­

v i d e d  f o r  I n  s e c s .  1 3 5  -  l 8 l  o f  t h i s  c h a p t e r  m a y  b e  t a k e n  i n  k i n d  r a t h e r  

t h a n  i n  m o n e y  i f  [ A T  T H E  D I S C R E T I O N  O F ]  t h e  c o m m i s s i o n e r ,  w i t h  t h e  

c o n s e n t  o f  t h e  b o a r d ,  [ I F  H E ]  d e t e r m i n e s  t h a t  t h e  t a k i n g  i n  k i n d  w o u l d  

b e  i n  t h e  b e s t  i n t e r e s t  o f  t h e  s t a t e .  T h e  c o n s e n t  o f  t h e  b o a r d  i s  

r e q u i r e d  o n l y  w i t h  r e s p e c t  t o  o i l  a r . d  g a s  r o y a l t y - i n - k i n d  u n d e r  s e c .  183 
o f  t h i s  c h a p t e r .

K  S e c .  2 .  A S  38. 05. l 83 i s  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  t o  r e a d :

( e )  O i l  o r  g a s  t a k e n  i n  k i n d  b y  t h e  s t a t e  a s  i t s  r o y a l t y  s h a r e  

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

t h e  a p p r o v a l  o f  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  

B o a r d  d e t e r m i n e s  t h a t  t h e  r o y a l t y - i n - k i n d  o i l  o r  g a s  i s  s u r p l u s  t o  t h e  

p r e s e n t  a n d  p r o j e c t e d  l n t r a s t a t c  d o m e s t i c  a n d  i n d u s t r i a l  n e e d s .  T h e  

r - ' m m i s s i o n e r  s h a l l  m a k e  p u b l i c ,  i n  w r i t i n g ,  t h e  s p e c i f i c  f i n d i n g s  a r . d  

r e a s o n s  o n  w h i c h  h i s  d e t e r m i n a t i o n  i s  b a s e d  a n d  s h a l l ,  w i t h i n  1 0  d a y s  

o f  t h e  c o n v e n i n g  o f  a  r e g u l a r  s e s s i o n  o f  t h e  l e g i s l a t u r e ,  s u b m i t  a  

r e p o r t  s h o v i n g  t h e  i m m e d i a t e  a n d  l o n g - r a n g e  d o m e s t i c  a r . d  i n d u s t r i a l  

n e e d s  o f  t h e  s t a t e  f o r  o i l  a n d  g a s  a n d  a n  a n a l y s i s  o f  h o w  t h e s e  n e e d 3

a r e  t o  b e  m e t .

fc
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« Sec. 3. AS 38 is amet ;d by adding a new chapter to reads 

CHAPTER 06. ALASKA ROYALTY OIL AND GAS 

DEVELOPMENT ADVISORY BOARD.

Sec. 38.06.010. PURPOSE. It is the purpose of this chapter to 

facilitate the wise development of Alaska '3 oil and gas royalty inter­
ests by providing means and procedures for sales, exchanges or other 

disposition of those interests in ways calculated to promote private 

economic growth consistent with applicable environmental standards and 

public fiscal stability, and in accordance with AS 38.05-103-

Sec. 38.06.020. ESTABLISHMENT. There is in the Department of 

Natural Resources the Alaska Royalty Oil and Gas Development Advisory 

Board.

Sec. a8 . 0 6 . 0 2 5 . MEMBERSHIP. T h e  b o a r d  c o n s i s t s  of the c o m m i s­

sion e r  of n a t u r a l  r e s o u r c e s ,  w ho  is cha i r m a n ,  the c o m m i s s i o n e r  o f  

e c o n o m i c  d e v e l o p m e n t ,  a n d  three p u b l i c  m e m be r s .  E a c h  of t h e  p u b l i c  

m e m b e r s  s h a l l  p o s s e s s  at least s even y e a r s  e x p e r i e n c e  in p e t r o l e u m -  

r e l a t e d  i n d u s t r i e s ,  an d  s h al l  be a p p o i n t e d  by the g o v e r n o r  to s e r v o  

at his p l e a s u r e  f o r  t h r e e — y e a r  s t a g g e r e d  terms an d  c o n f i r m e d  b y  a v o t e  

of a m a j o r i t y  o f  th e  m e m b e r s  of the l e g i s l a t u r e  in  j o i n t  s es s i o n .  T h e  

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

an d  an a t t o r n e y .  T h e  p u b l i c  m e m b e r s  m a y  be r e m o v e d  b y  the g o v e r n o r  

o n l y  for ca u s e .  T h e  p u b l i c  m e m b e r s  m a y  not be s t a t e  o f f i c e r s  or 

e m p l o y e e s .  A p u b l i c  m e m b e r ,  u p o n  the e x p i r a t i o n  o f  his term, s h a l l  

c o n t i n u e  to hol d  o f f i c e  u n t i l  his s u c c e s s o r  is a p p o i n t e d  an d  q u a l i f i e s .  

V a c a n c i e s  in p u b l i c  m e m b e r s h i p  s h a l l  b e  f i l l e d  in the same m a n n e r  as 

o r i g i n a l  a p p o i n t m e n t .  A n  a p p o i n t e e  to f i l l  a v a c a n c y  s h a l l  h o l d  o f f i c e  

for t h e  b a l a n c e  o f  th e  t e r m  for w h i c h  his p r e d e c e s s o r  on the b o a r d  w a s  

a p p o i n t e d .  A v a c a n c y  in b o a r d  m e m b e r s h i p  d o e s  not I m p a r  th e  a u t h o r i t y  

of a q u o r u m  of th e b o a r d  m e m b e r s  to e x e r c i s e  a l l  t h e  p o w e r s  a n d  d u t i e s  

o f  the board,

CSHD 5 - 2 -
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Sec. 33.06.030. COMPENSATIONj PER DIEM, TRAVEL EXPENSES. Members 

of the board are in the exempt service under AS 39.25.110 and shall 

receive $100 a day for each day or portion of a day operit in actual 

meeting or on authorised official business incident to their duties, 

and they are entitled to per diem and travel allowances as provided by 

law for other boards and commissions. If a member of the board is a 

full-time officer or employee of the state, he may not Receive the $100

a day compensation.  ̂ . CONFLICT OP INTEREST. (a) |

Sec. 38.06.035'. MEETINGS, R'JLES, QUORUM, VOTES REQUIREdV "  The

board shall prescribe its own rules of procedure. It shall meet at a

time and place detei’mined by the chairman, and at other times and places

as the chairman, or a majority of the board members, consider necessary.

A quorum is a majority of the members of the board. The votes of the

board members shall be recorded. Effective action to carry out the

powers granted under this chapter requires the affirmative vote of a

majority of the board members. No board member may, with respect to a
I

matter before the board, vote for or on behalf of another member of
i

the board.

C b) No m e m b e r  of the board may act upon a matter 

In which his r e l a t i o n s h i p  with any person creates a 

conflict of interest. No board member may have an official connection 

w i t h 1, or hold stock or securities in, or have a pecuniary interest in, 

a corporation, company or a s s o c iation engaged in the pro d u c t i o n  or 

transportation of oil or gas.

-3- CSHB.5
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Sec. 30.06.0̂ 0. POWERS. The board haB the power to

(1) direct the commissioner of natural resources to solicit 

inquiries, development plans or bids from persons for the sale, 

exchange or other disposal of oil or gas or both obtained by the 

state as a royalty under AS 38-05.182, or for the 3ale, exchange or 

other disposal in whole or part of rights to receive future oil or 

gas production or both under a 3tate lease, subject to terms and 

conditions established by the board;
I

(2) examine proposed sales, exchanges or other disposals 

of oil or gas or both obtained by the state as a royalty under

AS 30.05.182, or of rights to receive future oil or gas production 

or both under a state lease, for the purpose of approving or dis­

approving the proposed sale, exchange or other disposal;

(3) hire an executive director, consultants expert in techni­

cal, economic or other relevant professions and other persons as neces­

sary to assist the board in the exercise of its powers;

(*0 promulgate regulations under the Administrative Procedure

Act (AS M.62) that it considers necessary or appropriate in the 

exercise of its powers; and

(5) take whatever other actions are reasonably necessary in 

the furtherance of the purposes of this chapter.

Sec. 38.06.050. BOARD APPROVAL REQUIRED, (a) No 3ale, exchange 

or other disposition of oil or gas or of the rights to receive future 

production of oil or gas may be made by the commissioner of natural 

resources under AS 38.05.l83 without the prior written approval of the 

board.

(b) Bids may not be rejected by the commissioner of natural 

resources without the prior written approval of the board.

(c) Competitive bidding in a sale, exchange or other disposition 

described in subsection (a) of this section may not be waived by the 

commissioner of natural resources under AS 38.05.l83 without the 

prior written approval of the board.

CSH13 5
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Sec. 30.06.060. CONFIDENTIALITY. Notwithstanding AS 09.25.110 

- 09.25.120, the board nay provide by regulation for the confidential­

ity of documents and other property in its possession or control if 

in the Judgment of the board the best interest of the state requires 

confidentiality.

Sec. 38.06.070. CRITERIA. In the exercise of its powers under 

sec. 40(1) - (2) and sec. 50 of this chapter the board shall consider

(1) the revenue need3 and projected fiscal condition of the

state;

(2) the existence and extent of local and regional needs 

for oil and gas products and by-products, the effect of state or 

federal commodity allocation requirements which might be applicable 

to those products and by-products, and the priorities among competing 

needs;

(3) the desirability of localized capital Investment,

increased payroll, secondary development and other possible effects

of the sale, exchange or other disposition of oil and gas or both;

(4) the projected social impacts of the transaction;

(5) the projected additional costs and responsibilities

which could be imposed upon the state and affected political sub­

divisions by development related to the transaction;

(6) the existence of specific local or regional labor or 

consumption markets or both which should be met by the transaction;

( 7 )  t h e  p r o j e c t e d  p o s i t i v e  a n d  n e g a t i v e  e n v i r o n m e n t a l

effects related to the transaction; and

(8) the projected effects of the proposed transaction upon 

existing private commercial enterprise and patterns of Investments.

Sec. 38.06.080. DEFINITIONS. In this chapter

(1) "board" means the Alaska Royalty Oil and Gas Development 

Advisory Board; and -

(2) "state lease" means an oil and gas lease on state land.

- 5 - p o u n  r
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11 S e e .  J|. A S  38. 05. l 83 i s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

Sec. 38.05.183. SALE OF ROYALTY, (a) The sale, exchange 

or other disposal of a mineral obtained by the state a3 a royalty under 

sec. 182 of this chapter, or the sale, exchange or other disposal in 

whole or in part of a right to receive future mineral production under 

a state lease under this chapter, shall bo by competitive bid and the 

sale, exchange or other disposal made to the highest responsible 

bidder, except that competitive bidding is not required when the 

commissioner, with the prior written approval of the Alaska Royalty Oil 

and Gas Development Advisory Board where applicable, determines that the 

best Interest of the state does not require it or that no competition 

exists.

( b )  W h e r e  c o m p e t i t i v e  b i d s  a r e  r e q u i r e d ,  t h e  c o m m i s s i o n e r ,  w i t h  

t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p ­

m e n t  A d v i s o r y  B o a r d ,  m a y  r e . i e c t  a l l  b i d s  i f  h e  d e t e r m i n e s  t h a t  b e c a u s e  

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

t h e  b i d d e r s ,  o r  f o r  r e a s o n s  c o n s i s t e n t  w i t h  t h e  c r i t e r i a  s e t  f o r t h  i n  

A S  3 8 . 0 6 . 0 7 0 ,  t h e  a c c e p t a n c e  o f  t h e  b i d s  w o u l d  n o t  b e  i n  t h e  b e s t  

i n t e r e s t  o f  t h e  s t a t e .

( c )  I f  t h e  c o m m i s s i o n e r  d e t e r m i n e s  t h a t  a  s a l e ,  e x c h a n g e  o r  o t h e r  

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

1 8 2  o f  t h i s  c h a p t e r  o r  o f  a  r i g h t  t o  r e c e i v e  f u t u r e  m i n e r a l  p r o d u c t i o n

under a state lease under this chapter shall be made otherwise than by 

competitive bid, and the Alaska Royalty Oil and Gas Development 

Advisory Board where applicable has approved that determination, the 

commissionei shall make public in writing the specific findings and 

conclusions upon which that determination is based 

Sec. 13. ihis Act <es effect on the day after its passage and 

approval or on the day becomes law without approval.
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H Sec . j|. AS 3 8 * 0 5 . l 8 3  I s  r e p e a le d  and r e - e n a c t e d  t o  r e a d :
S ec . 3 0 . 0 5 . 1 8 3 .  SALE OP ROYALTY. ( a )  The s a l e ,  exchange 

o r  o t h e r  d i s p o s a l  o f  a m in e r a l  o b ta in e d  by th e  s t a t e  as a r o y a l t y  under 
s e c .  182 o f  t h i s  c h a p t e r ,  o r  the s a l e ,  exchange o r  o t h e r  d i s p o s a l  In  
whole o r  Jn p a r t  o f  a r i g h t  t o  r e c e i v e  f u t u r e  m in e r a l  p r o d u c t i o n  under 
a s t a t e  l e a s e  under t h i s  c h a p t e r ,  s h a l l  be by c o m p e t i t i v e  b id  and the  
s a l e ,  exchange o r  o t h e r  d i s p o s a l  made t o  th e  h ig h e s t  r e s p o n s i b l e  
b id d e r ,  e xcep t t h a t  c o m p e t i t i v e  b id d in g  i s  n o t  r e q u i r e d  when the  
com m iss ione r , w i th  th e  p r i o r  w r i t t e n  a p p r o v a l  o f  th e  A la s k a  R o y a l t y  O i l  
and Gas Development A d v is o ry  Board where a p p l i c a b l e ,  d e te rm in e s  t h a t  th e  
b e s t  i n t e r e s t  o f  th e  s t a t e  does n o t  r e q u i r e  i t  o r  t h a t  no c om p e t i t io n  
e x i s t s .

( b )  Where c o m p e t i t i v e  b id s  a r e  r e q u i r e d ,  th e  c om m is s io n e r ,  w ith  
th e  p r i o r  w r i t t e n  a p p r o v a l  o f  th e  A la s k a  R o y a l t y  O i l  and Gas D e v e lo p ­
ment A dv is o ry  B o a rd ,  may r e j e c t  a l l  b id s  i f  he d e te rm in e s  t h a t  because 
o f  th e  amount o f  th e  b i d s ,  th e  l a c k  o f  r e s p o n s i b i l i t y  on the p a r t  o f  
th e  b id d e r s ,  o r  f o r  r e a s o n s  c o n s i s t e n t  w ith  th e  c r i t e r i a  s e t  f o r t h  in  
AS 3 8 . 0 6 . 0 7 0 ,  th e  accep tan ce  o f  t h e  b id s  would n o t  be i n  the  b e s t  
I n t e r e s t  o f  th e  s t a t e .

( c )  I f  th e  com m iss ione r d e te rm in e s  t h a t  a  s a l e ,  exchange o r  o t h e r  
d i s p o s a l  o f  a m in e r a l  o b t a in e d  by th e  s t a t e  as a r o y a l t y  under s e c .
1 8 2  o f  t h i s  c h a p te r  o r  o f  a r i g h t  t o  r e c e i v e  f u t u r e  m in e r a l  p r o d u c t i o n

unde r a s t a t e  l e a s e  unde r t h i s  c h a p te r  s h a l l  be made o th e rw is e  than by 
c om p e t i t iv e  b id ,  and th e  A la s k a  R o y a l t y  O i l  and Gas Deve lopment 
A dv is o ry  Board where a p p l i c a b l e  has app roved  t h a t  d e t e rm in a t i o n ,  th e  
comm iss ione r s h a l l  make p u b l i c  in  w r i t i n g  th e  s p e c i f i c  f i n d i n g s  and 
c o n c lu s io n s  upon which t h a t  d e t e rm in a t i o n  i s  b a sed .

" Sec . i j . T h is  Act t a k e s  e f f e c t  on th e  day a f t e r  i t s  p a ssag e  and 
a p p r o v a l  o r  on t l ie  day i t  becomes law w i th o u t  a p p r o v a l .

Co IIB  5 -6-
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T1 ;• • h i l l  i i :■ o r a is e ,  o i l ie r  q u e s t io n s .  I ’":- i : :e i  ir .e e . l ie  re* is  e u n fu  :(.r. 

i : :  th e  b i l l  u v e r  w h e t h e r  th e  fu n d  is  o n ly  fu r  j u d | ; n r : ! t  c r e d it o r s  o r  tv h u tr .tr  

t h e r e  a r c  r ig h t s  c - t s b l i i h e d  f o r  n o n - ju d g m e n t  c la im a n t s .

P r o - r s t u  p a y a -m i; fro m  th e  fu n d  t w -c v i-le d  f o r  b y  S e e . 4 5 . c.5 .C e ? < b ) 

b u t  th e  r e fe r e n c e  lo  " c la im s " ,  n o t jit ij. jiis e r.ts .. S i:r ,: l. .r ly  . in  S e e .

•10.S j .0 -5 0C:j> th e  C o m m is s io n e r  is  g iv e n  a u t h o r it y  to  e n a .p r o ir i-  c la im "  

w it h  C o u r t  a p p r o v a l . A n  o r d e r  o f  p r i o r i t y  o f  p a y m e n t of " c la im s "  a g a in s t  

th e  fu n d  is  set u p  in  S e e . 4 5 .6 5 .0 7 0 ,  s e e m in g ly  in  c o n f lic t  w it h  p r o  r s ’ in g  

u n d e r  S e e . 4 5 .S 5 .U C 0 , a m i c o n t a in in g  a s u b s ta n t ia !  q u o  tiur: :,s  to w h .it  

s ta te  a " c la im "  is  f i le d  fu r  c s t n b l is h in "  i t s  p r i o r i t y  :;;; ii::r ,: th e  f u n d .  

N e v e r t h e le s s , a p r i o r i t y  b a s is  fo r  p r.yrr.ent o f  el.nim -i e -'.her tin .r. p " o  r a t in g  

m ig h t  p r  .r e  to b e  th e  ( . i l ly  w o r k a b le  tv . y . t i l "  A lt o n .-  y  Cl.-r.- r . il  b e lie  , \ i  it  

w i l l  i iu v e  te l ie  in le r p r e t i 'U  lo  a p p ly  --u ly  tu C o t.r !  s e t to n s  a m i j i id i , .  I ' ,  nut 

to  le s s  fo r m a l e l i i m s .  H o w e v e r ,  e v e n  w it h  in  it ir i. r p r .  ta t i n ,  th e  - : f  d i v e  

d . i ie  c la u s e , J .- t iu n r y  1 197C. d o e s  n o t e h -.o  !y  d e f in e  w h a t j'td p ii.e n tr . a r e  

c o v - . i v u .  O n ly  ju d g m e n t s  e n te r e d  a f t e r  J a n u a r y  ! .  1D7C? O n ly  ju d g m e n ts  o n  

c la im s  f o r  f r a u d u le n t  ael.s th a t o c c u r  a f te r  J a n u a r y  1. 1976?

La* i l y , it  ia  not* -1 th e  fu n t l  v. i l l  .ie e u m a !:.te  o n ly  ••h .v.-ly , e v e n  i f  

c la im s  i.; ;a ii. : :t  it a r c  l i g h t .  I f  n u o f .d  a.-, w e re  p .. id  fr-i.ti th e  fu n d  it  w o u ld  

r e q u ir e  6 ,2 5 0  b h .e u tin t s a l, ;m un p . y -r .e n lx  o f  >5(1 o r  2 .0 6 0  b i.-n ri'ia ! b r o k e r  

p a y m e n ts  o f  Si 25 b e fo r e  the fu n d  w o u ld  r e a c h  its  p la n n e d  le v e l  o f  r r j l i . O t n .

T h o u g h  t i ie  h i l l  d o e s  in v o lv e  p r o b le m s , I r.rr. s ig n in g  S e n a te  

C o m m itte e  S u b s t it u t e  fo r  C o m m itte e  S u 'n  t i t t it c  fo r  l io u r e  B i l l  N o . 243 

( J u d ic ia r y )  in to  ie w  b e c a u s e  it s  e f fe c t iv e  d a te  o f  J -tr .u .ir y  1, 1576, f i v e s  

a m p le  t im e  f o r  the- n e x t  L e g is la t u r e  to  c o n s id e r  x i . - r it y  r.jr •.m cn drr.-T.ts.

T h e  H o n o r a b le  T o n  l-'in k  

S p e a k e r  o f  th e  H o u s e  

A ir .a h .: .State I .w. y i l u t u r o  

J u n e a u ,  A la s k a  *5601

D e a r  M r .  S p e a k e r :

i T e o  C o n fe r i-r .e e  C o m m itte e  S u b s t it u t e  f a r  S e n a te  C e i.a r .ittee 

S u b s t it u t e  f o r ' i io u u c  l i i i l  N o . 451 is  h , ; i . ', ! i . : :e n  th  t e .-te ta .ir - ly  p r o v id e s  

fo r  th e  r e m o v a l,  s a le ,  e x c h a n g e  o r  o th e r  d : p o a ili- .n  i f  m im  r a ls  

o b t- . in e d  b y  th e  S ta tu  os  i .-.ity u n d --r  S t .te i-.a . - a  .• r : , ■. to

r e c e iv e  fd t a r e  m in e r.-.l r -r o a -.a t ia n  u r . d i r  S t..:-: 1...

!r. m a n y  r ; ..  r -e a to , th e  b i l l  fo llow .-; th e  p ro p - - 1 1 . t<• th e

L e g is la t u r e  e a r ly  in  th e  i . - t t s ie n .  T n . i - e  -re. h o w e v e r .  t. a a b -  

K n .iit tv e  e x c e p t io n s .  T h e  e x c e p t io n  o f  i - i 'o - ' .  -t c o n c e r n  to m e  is  th e  

chan;;-.- in  th e  m x r .n e r  i . i  w h ic h  th e  A la s k a  U o y -'.ty  O i.  a n d  C  -a 

D e v e lo p m e n t  A d v is o r y  H e a rd  w o u ld  b o  c o n s t . t i t le d . T i t '  n r iy i : . . - ;  

le g is la t io n  p r o v id e d  th a t th e  H e a r d  w o u ld  c o r.v ia t  o f  th e  C o m m is s io n e r  

o f  N a t u r a l  H e u o u r c e s  a s  c h a ir m a n ,  th e  C o rr.m ts s io .ic r  o f C o ;. . i; :u i.; !y  ar.d

S ir . e t - t e ly . [ '

G o v e r n o r

( C h a n t . o r  1 - 3 .  S L A  1 9 7 ^ )

M a y  2 4 . 1574
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— 2 -

Pagc 2, between 'lines 2 and 3. Add fjoc tion  38.06.0.30 on Compen­
s a tio n  which is  absent; in  the Governor's  B i l l  (used language o f 
IIB HC.\ ) .
Add .-lection 38.06,035 regard ing  m eetings , r u le s , quorum and vo les 
requ ired  which is  om it.led in  the Governor's  B i l l ,  and which was 
present in  MB A 6 1 . We have a ls o  added subparagraph (1)) which pro 
v ides  i’or C o n f l ic t  o f  In te r e s t , which the Governor s ta ted  was a 
problem , but f a i le d  to  do a n y th in g  a bou t.
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IN  THE HOUSE o

A M E N D M E N T  
TO : HOUSE B IL L  NO. 5

BY HARTIG

On page 3> between l in e s  5 and 6, in s e r t :

Sec. 38.06.055. ACTION BY LEGISLATURE. In  a d d it io n  to  the 
approva l by the board req u ired  under sec. 50 o f  th is  c ha p ter , no 
s a le , exchange or other d is p o s it io n  o f o i l  or gas or o f  the r ig h ts  

to  rec e ive  fu tu re  p roduc tion  o f o i l  or gas may be made by the  com­
m iss ioner o f n a tu ra l resources under AS 38 .05 .183  w ith o u t the p r io r  

approva l o f the le g is la t u r e  by r e s o lu t io n  concurred in  by a m a jo r ity  

o f  the members o f each house.

OR

On page 3, between l in e s  5 and 6, in s e r t :

Sec. 38.06.055. ACTION BY LEGISLATURE. F o llo w in g  approva l by 
the board requ ired  under sec, 50 o f  t h is  chapter , the commissioner o f 

n a tu ra l resources s h a l l  present a proposed s a le , exchange or other 
d is p o s it io n  o f o i l  or gas or o f the r ig h ts  to rec e ive  fu tu re  production  . 
o f o i l  or gas to the le g is la t u r e  w ith in  the f i r s t  10  days o f any ses­

s io n . The s a le , exchange or d is p o s it io n  s h a l l  become e f fe c t iv e  ^5 days
a fte r  the p re sen ta tio n  or on the day a fte r  the f i n a l  day o f  the sess io n ,
whichever is  e a r l ie r ,  un less  d isapproved by a r e s o lu t io n  concurred in

by a m a jo r ity  o f the members o f  each house.

A G O  7 0 9 1 3 0



IN  THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE B ILL  NO. 5 
IN  THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE -  SECOND SPECIAL SESSION 

A B IL L
For an Act entitled: "An Act providing for the sale, exchange or other

di s p o s i t i o n  of mine r a l s  obtained by the state as 

r.oyalty under state leases or of rights to receive 

future m i n e r a l  p r o d u c t i o n  under state leases; and 

p r o v i d i n g  for an e f fective date."

BE IT E N A C T E D  BY T HE L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e c t i o n  1. AS 3 8 . 0 5 . 1 8 2  is a m e n d e d  to read:

Sec. 38.05.182. R O Y A L T Y  ON N A T U R A L  RES O U R C E S .  Any r o y alty p r o­

vided  for in secs. 135 - 181 o f  this c h a p t e r  may be t a k e n  in ki n d  r a t h e r  

t h a n  i n  m o n e y  if [AT T H E  D I S C R E T I O N  OF] the c o m m i s s i o n e r , with the 

c o n s e n t  of the board, [IP HE] d e t e r m i n e s  that the t aking in kind w o u l d  

be in the best i n t e r e s t  of the state. The consent of the bo a r d  is 

r e q u i r e d  only wit h  respect to oil and gas r o y a l t y - i n - k i n d  under sec. 18 3 
o f  this chapter.

# Sec. 2. AS 3 8 .0 5 .l83 is a m e n d e d  by a d d i n g  new s u b s e c t i o n s  to read:

(e) Oil or gas ta k e n  in ki n d  by the s+--ate as its r o y alty share 

m ay not be so l d  or o t h e r w i s e  d i s p o s e d  of uncil the c o m m i s s i o n e r  with 

the a p p r o v a l  of the A l a s k a  R o y a l t y  Oil and Gas D e v e l o p m e n t  A d v i s o r y  

B o a r d  d e t e r m i n e s  that the r o y a l t y - i n - k i n d  oil or gas is surplus to the 

p r e s e n t  and p r o j e c t e d  i n t r a s t a t e  d o m e s t i c  and i n d u s t r i a l  needs. The 

-'Smmissloner s h a l l  mak e  public, in writing, the s p e c i f i c  findings and 

reasons on w h i c h  his d e t e r m i n a t i o n  Is based and shall, w ithin 10 days 

of the c o n v e n i n g  of a r e g u l a r  s e s s i o n  of the legislature, submit a 

r eport s h o w i n g  the i m m e d i a t e  ar.d lon g - r a n g e  domestic and i n d u s t r i a l  

needs o f  the state for oil and gas and an a n a l y s i s  of how these needs

are to be met.

k
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* Sec. 3. AS 38 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  06. A L A S K A  R O Y A L T Y  O I L  A N D  GAS 

D E V E L O P M E N T  A D V I S O R Y  BOARD.

Sec. 38.06.010. PURPOSE. It is the p u r p o s e  of this c h a p t e r  to 

f a c i l i t a t e  the wi s e  d e v e l o p m e n t  of A l a s k a ' s  oil anci gas r o y alty i n t e r­

est s  by p r o v i d i n g  means and p r o c e d u r e s  for sales, e x c h a n g e s  or other 

d i s p o s i t i o n  o f  th o s e  i n t e r e s t s  in ways c a l c u l a t e d  to p r o m o t e  private 

e c o n o m i c  g r o w t h  c o n s i s t e n t  wit h  a p p l i c a b l e  e n v i r o n m e n t a l  stan d a r d s  and 

p u b l i c  f i s c a l  sta b i l i t y ,  and in a c c o r d a n c e  w i t h  A S  3 8 .05.183-

Sec. 38.06.020. E S T A B L I S H M E N T .  T h e r e  is in the 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  the A l a s k a  R o y alty O il a n d  Gas D e v e l o p m e n t  A d v i s o r y  

Board.

Sec. 38.06.025. MEMBERSHIP. The board c on s is ts  o f the commis­
s ioner o f  n a tu ra l resources , who is  chairm an, the commissioner o f 

economic developm ent, and three pub? ic  members. Each o f the p u b lic  
members s h a l l  possess a t le a s t  seven years experience  in  petroleum - 

re la te d  in d u s tr ie s , and s h a l l  be a ppo in ted  by the governor to  serve 

at h is  p leasure  fo r  three-year staggered terms and confirm ed by a vote  
o f a m a jo r ity  o f the members o f the le g is la t u r e  in  j o i n t  s e ss io n . Tne 

p u b lic  members s h a l l  in c lu d e  a petroleum  e n g in ee r , a petroleum  g e o lo g is t  
and an a tto r n e y . The p u b lic  members may be removed by the governor 

o n ly  fo r  cause. The p u b lic  members may not be s ta te  o f f ic e r s  or 
em ployees. A p u b lic  member, upon the  e x p ir a t io n  o f  h is  term , s h a l l  

con tinue  to ho ld  o f f ic e  u n t i l  h is  successor is  appo in ted  and q u a l i f ie s .  

Vacancies in  p u b lic  membership s h a l l  be f i l l e d  in  the same manner as 
o r ig in a l  appo intm ent. An appo in tee  to f i l l  a vacancy s h a l l  ho ld  o f f ic e  
for  the ba lance  o f  the  term for  which h is  predecessor on the board was 

a p p o in te d . A vacancy in  board membership does not impar the a u th o r ity  
o f a quorum o f the board members to  e xe rc ise  a l l  the powers and d u t ie s  
o f the board.

% '
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Sec. 38.06.030. C O M P E N S A T I O N ;  P ER DIEM, T R A V E L  EXPENSES. M e m bers 

o f  t he b o a r d  a r e  in the e x e m p t  s e r v i c e  u n d e r  AS 39.25*110 and shall 

r e c e i v e  $100 a day for ea c h  day or p o r t i o n  of a day spent in a c t u a l 

m e e t i n g  or on a u t h o r i z e d  o f f i c i a l  b u s i n e s s  incident to their duties, 

a n d  they are e n t i t l e d  to p e r  d i e m  and t ravel all o w a n c e s  as p r o v i d e d  by 

law f or o t h e r  b o a r d s  and c o mmissions. If a m e m b e r  of the board is a

f u l l - t i m e  o f f i c e r  or empl o y e e  o f  the state, he may not receive the $100

a  day c o m p ensation.  ̂. C 0 N F L I 'C T  0 F  I N T E R E S T .  (a )

Sec. 3 8 .O6 .O3 5 . MEETINGS, RULES, QUORUM, VO T E S  R E Q U I R E D V "  The

b o a r d  s h a l l  p r e s c r i b e  its o wn rules of procedure. It shall me e t  at a

time a nd p l a c e  d e t e r m i n e d  by the chairman, and at other times and p laces

as the chairman, or a m a j o r i t y  of the bo a r d  members, consider necessary.

A  q u o r u m  is a m a j o r i t y  of the m e m b e r s  of the board. The votes of the

b o a r d  m e m b e r s  shall be recorded. E f f e c t i v e  a c t i o n  to carry out the

p o w e r s  g r a n t e d  under this c h a p t e r  r e q u i r e s  the affirmative vote of a

m a j o r i t y  o f  the b o a r d  members. No bo a r d  m e m b e r  may, with respect to a
I

m a t t e r  b e f o r e  the board, vote for or on b e h a l f  of another m e m b e r  of
I 
I

the board.

( b )  N o  m e m b e r  o f  t h e  b o a r d  m a y  a c t  u p o n  a m a t t e r  

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

c o n f l i c t  o f  i n t e r e s t .  N o  b o a r d  m e m b e r  m a y  h a v e  a n  o f f i c i a l  c o n n e c t i o n  

with', oi’ h o l d  s t o c k  o r  s e c u r i t i e s  i n ,  o r  h a v e  a  p e c u n i a r y  i n t e r e s t  i n ,  

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

t r a n s p o r t a t i o n  o f  o i l  o r  g a s .

C S H B .5
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Sec. 38.06.040. POWERS. The bo a r d  has the power to

(1) direct the commis s i o n e r  of natural resources to solicit 

inq u i r i e s ,  development plans or bids from persons for the sale, 

e x c h a n g e  or other disposal of oil or gas or both obtained by the 

state as a r o y alty under AS 38.05.182, or for the sale, exchange or 

ot h e r  d i s p o s a l  in whole or part of rights to receive future oil or 

gas p r o d u c t i o n  or both under a state lease, subject to terms and

c o n d i t i o n s  e s t a b l i s h e d  by the board; .
\

(2) examine p r o p o s e d  sales, exchanges or other disposals 

of oil or gas or bot h  obtai n e d  by the state as a royalty under

AS 38.05.182, or of rights to receive future oil or gas production 

or b o t h  under a state lease, for the purpose of approving or d i s­

ap p r o v i n g  the propo s e d  sale, exchange or other disposal;

(3) hire an executive director, consultants expert in t e c h n i­

cal, economic or other relevant p rofessions and other persons as n e c e s­

sary to assist the board in the exercise of its powers;

(4) p r o mulgate r egulations under the Administrative Procedure

Act (AS 44.62) that it considers n e c e s s a r y  or appropriate in the 

e x e r c i s e  of its powers; and

(5) take whate v e r  other actions are reasonably necessary in 

the fu r t h e r a n c e  of the purposes of this chapter.

Sec. 38.06.050. E0ARD A P P R O V A L  REQUIRED. (a) No sale, exchange 

or o t h e r  di s p o s i t i o n  of oil or gas or of the rights to receive future 

p r o d u c t i o n  of oil or gas may be made by the commissioner of natural 

r e s o u r c e s  under AS 3 & .05.183 without the pr i o r  written approval of the 

board.

(b) Bids may not be rejected by the commissioner of natural 

r e s o u r c e s  without the prior w r i t t e n  approval of the board.

(c) Competitive b i d d i n g  in a sale, exchange or other dispos i t i o n  

d e s c r i b e d  in subsection (a) of this section may not be w aived by the 

c o m m i s s i o n e r  of n a t u r a l  resources under AS 3 8 .0 5 .l83 without the 

pr i o r  w r i t t e n  approval of the board.

I
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Sec. 38.06.060. C O N F I D E N T I A L I T Y .  N o t w i t h s t a n d i n g  AS 09.25.110 

- 09.25.120, the bo a r d  m a y  p r o v i d e  b y  r e g u l a t i o n  for the c o n f i d e n t i a l­

ity of documents and other p r o p e r t y  in its p o s s e s s i o n  or control if 

in the judgment of the b o a r d  the best inte r e s t  of the state requ i r e s  

c o n f i d e n t i a l i t y .

Sec. 38.06.070. CRITERIA. In the exer c i s e  of Its p o wers under 

sec. 40(1) - (2) a nd sec. 50 of this c h a pter the bo a r d  shall cons i d e r

(1) the r e v enue needs a n d  p r o j e c t e d  fiscal c o ndition of the

state;

(2) the e x istence a n d  extent of local a n d  regional needs 

for oil and gas products and b y - p r o d u c t s ,  the effect of state or 

f e d eral commodity a l l o c a t i o n  r e q u i r e m e n t s  wh i c h  might be applicable 

to those products a n d  b y - products, a nd t he p r i o r i t i e s  among c o m p e t i n g  

n e e d s ;

(3) the d e s i r a b i l i t y  of l o c a l i s e d  capital investment,

inc r e a s e d  payroll, sec o n d a r y  d e v e l o p m e n t  and o t h e r  poss i b l e  effects

of t he sale, exchange or ot h e r  d i s p o s i t i o n  of oil a na gas or both;

(4) the p r o j e c t e d  social impacts of the t r a n s a c t i o n ;

(5) the p r o j e c t e d  a d d i t i o n a l  costs and res p o n s i b i l i t i e s

w h i c h  could be i m p osed upon the state and a f f e c t e d  p o litical s u b­

divisions by development r e l a t e d  to the t r a nsaction;

(6) the e x istence o f  specific local or regi o n a l  labor or 

co n s u mption markets or both w h i c h  s hould be met by the transaction;

(7) the pro j e c t e d  p o s i t i v e  a nd n e g a t i v e  envir o n m e n t a l

effects r e l a t e d  to the transaction; and

(8) the p r o j e c t e d  e f f ects of the p r o p o s e d  t ransaction upon 

e x i s t i n g  p r i vate com m e r c i a l  e n t e r p r i s e  a nd patt e r n s  of investments.

Sec. 38.06.080. DEFINITIONS. In this chapter

(1) "board" means the A l a s k a  R o y a l t y  Oil and Gas Development

A d v iso ry  B o a rd ;  and

(2) "state lease" means an oil and gas lease on state land.

C S H B  5
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* Sec. l\. AS 38.05.183 is r e p e a l e d  and re- e n a c t e d  to read:

Sec. 38.05.183. SALE OP ROYALTY, (a) The sale, exchange 

or other disposal of a m i n e r a l  o b t a i n e d  by the state as a royalty under 

sec. 182 o f  this chapter, or the sale, exchange or other disp o s a l  in 

whole or in part of a right to r e c e i v e  future m i n eral pro d u c t i o n  under 

a state lease under this chapter, shall be by competitive bid and the 

arle, exchange or other disposal made to the highest r esponsible 

bidder, except that competitive b i d d i n g  is not r e q u i r e d  when the 

commissioner, w i t h  the p r i o r  w r i tten appr o v a l  of the A l a s k a  Royalty Oil 

a nd Gas D evelopment A d v i s o r y  Board wh e r e  applicable, determines that the 

best interest _ the state does not r e q u i r e  it or that no competition 

e x i s t s .

(b) Where competitive bids are required, the commissioner-, with 

the p r i o r  w r i t t e n  approval of the A l a s k a  R o y alty Oil and Gas D e v e l o p­

men t  A d v i s o r y  Board, may reject all bids if he determines that because 

of the amount of the bids, the lac k  of r e s p o n s i b i l i t y  on the part of 

the bidders, or for reasons consistent wi t h  the c r i t e r i a  set forth in 

AS 38.06.070, the acceptance of the bids w o u l d  not be in the best 

interest of the state.

(c) If the c o mmissioner d e t ermines that a sale, exchange or other 

d i s p o s a l  of a mineral obtained by the state as a royalty under s e c .

182 of this chapter or of a right to r e c e i v e  future m i n eral production

u n d e r  a state lease under this c h a pter shall be made otherwise than by 

c ompetitive bid, and the A laska R o y a l t y  Oil and Gas Development 

A d v i s o r y  Board where applicable has a p p r o v e d  that determination, the 

commis s i o n e r  shall make public in w r i t i n g  the specific findings and 

conclu s i o n s  upon wh i c h  that d e t e r m i n a t i o n  is based.

# Sec. 5 . This Act takes effect on the day a f t e r  its passage and 

a p p r o v a l  or on the day it becomes law w i t hout approval.

AGO 7 8 9 1 3 6
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The bili ulso raises ether questions, l or instance. there is confusion 
in the hill over whether the fund is only fur judgment creditors or whether 
there are rights established fur non-judgment claimants.

Pro-rata iiayment (roiu the fund is provided for by See. -55.S5.OtJOtls) 
but the reference is to "claims", not judgment;.. Similarly, in Sec.
45.25.040(b) Hie Commissioner is given authority to compromise "11 cluirn" 
witii Court approval. An order of priority of payment of "claims" against 
the fund is set up in Sec. -ID.85.070, seemingly in conflict with pro r ting 
under Sec. 4S.8S.0ti0. and containing a substantial question as lo what 
state a "claim" is filed for estalilishinff its priority against tlu. fund. 
Nevertheless, a priority basis fur payment of claims rather than pro rating 
might pr .vo to bo the only workable v.' *y. tite Attorney fb rcrai t>.• 1 i. ves it 
will have to be interpreted lo apply indy lo Court actions anti judges ids. not 
to less formal claims. However, even with that irl. rptsialion, the etf> etive 
date clause, January I, l‘J70, does not clearly define what judjrinenls are 
covered. Only judgments entered alter January I. 1970? Only judgments on 
claims for fraudulent nets that occur after January 1. 1970?

Lastly, it is imled Ihe fund will accumulate only slowly, even if 
claims ngainsl it are light. If no claims were paid from the fund it would 
require 0.250 biennial salesmen payments of fill or 2,000 biennia! broker 
payments of $>25 before the fund would I each its pl umed level of >250.(100.

Though the hill does involve problems. 1 am signing Senate 
Committee Substitute for Committee Substitute for House Bill No. 248 
(Judiciary) into law because its effective dale of January I. 197ii. gives 
ample time for the next Legislature to consider clarifying amendments.

The Honorable Torn Kink 
Speaker of the House 
Alaska State Legislature 
Juneau, Alaska £i980i

Dear Mr. Speaker:

Kree Conference Committee Substitute for Senate Committee 
Substitute for'House Bill No. 10! is legislation that ostensibly provides 
fcr the removal, sale, exchange or other disposition of minerals 
obtained by the Stale as royalty under State lea .o* or of right • to 
receive future mineral production under State leases.

In many respects, the bill follows Ihe proposal I sent to the 
Legislature early in ihe session. There are. however, s )me sub­
stantive exceptions. The exception of grv.:lt concern to me is the 
change in the manner in which the Alaska Royalty Oil and Gas 
Development Advisory Board would, be constituted. The original 
legislation provided that the Board would eon‘ist of the Commissioner 
of Natural Resources us chairman, the Commissioner of Community and

Sincerely.

William A . ligâ i \ 
Governor

(Chanter 1*11« 3LA IS"1*)
May 24, 1374
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FC'C.. Regional Affairs, the Commissioner of Economic Development, the 
SOS Commissioner of Revenue, the Attorney General, the Director of the 
:iB Office of Mtinning anil Re: -arch in the Office of the Governor, and one
'*Sl public n.embor appointed by the Covernor lo serve without roiuponsc-

tiori at the pleasure of the Govern or.

Free Conference Committee Sulv.tilitln for Senate Cuinmiltee Substitute 
for House Hill Mo. -Id. however, provides that the Retard would consist 
uf the Coitimissioner of Natural Resources, who is chairman, the 
Comtnir-inner of Economic Development, and four public members, 
each of whom shrill possess nl least seven years experience in 
|i. tril.'un.-rehded indiislrics (emphasis added). appoint, d by the 
G o . c r t o  servo at his pi. uaure for three you. ' .i*r,< red t •rms and 
confirmed by a Vule of A ru.-joi-lty of the members «... ,!•>.- Legi- I tluro in 
joint sesiion. The public members would Inc'ttda a civil engineer, a 
petroleum engineer, a petroleum geologist and an attorney. As in tbc 
original bill, tha public members could not be Stale officers or employees.

The nti-in genI nil industry background restriction placed upon the 
qualifi-.v.tfons for uppuinincnl nf I ha four public muibcrs could result 
in much e:..b. fl'a. -..-...nl, to say the least. It might la1 difficult to h.calc 
four public i r:> having the specific profc- i... nl oxp. rti .0 required 
with each them po-i-. ~ing at 1, nt seven year', experience in 
petroleum related industries without very lilt* !y creating a situation 
wherein some companies who arc highly interested in making lucrative proposals 
for contracts relating to the construction of refineries and petrochemical 
complexes in the State, utilising the Slate's oil and gas royalties--in hind—  
would find themselves in srrlcu.-. conflict because of the prior employment 
of some of the- Hoard members. It s.-cma to me that sonic of the interested 
companies could be subjected to unverified charges of such conflict in any 
event. Should this bill occoatc law .ri its prooe.it form, we could v,ry well 
have a situation where citizens of Alaska might be led to ponder whether 
or nut their public servants had opened the- pates and invited 'Tones into the 
chicken coop.'’ In the course of dekrmir.ir.g the group that is charged 
with . hliyr.tion to :,..ske the overwhelmingly important decisions regard­
ing Li; p.* .ition of the gre it future royalty volume of Alaska's crude oil 
end natural pis. we must be politico Hint thee having mcll awesome 
reipcimftii’.i >•. are far removed from the remotest charge of pecuniary 
inter*.st o.r. r thi’.n tiieir rlutiention to the long-rangei best interest of all 
Air.tkans. it would be a d. .service lo industry, a. well as to Alaska’s 
people generally. if we were lo ovcrhtok reed to correct any reasonable 
pOSvilul:!/ that mi .lit be cause for public impression that personal 
pr iii’b.c h. j b. cn involved in arriving at nrwincnt on ..uch crucial 
tr.r.tt r: . Tfc. -o charg 'd with ti.t Kind or decision-mskir.g must, by nature 
of lh. : r -pcn.-.il. ijily, ie v: Id.d vlo.-..—mouth- .1, in 111>; conduct of th ir 
d..tiber j’.i. . until nil m. • r prep* -ids b.ivn been fully re s.-m'chocl.and
.-v .luat. d. Tne \ov.irn* of future royalty erode oil and natural gas 

^  is cf such prcporlinn !!., l prinr.-itur*- leaha■■ •• of infurm.-.li'n as to which
q  cor.panie-i appeared to hove the most i*.ve: p.l ode offers hi the people of
O  Alttsi.a’ti -ntvivTt could cause speculators in tin* Nation's slock markets

to reap utiv/arratttail wtn falls.
CO

Follow::.; bneu -ion with the State'. Attorney General, it npp* ;-rs 
i- that a vec ad r..-.' n : rublcm could rv.tilt ir, the provt.-ion of tne subject
J*j bill winch prohibit-. the disposition of royalty ui! and p..s tinlii the

Ct mrt.ie• i.uiur , with the B: .rd'c approval, finds tltr.t o >. :..* v, ill bit 
surplus to Alaska's domestic and industrial needs. This could cause 
us to hold (or nut acquire) royalties ia kir.d if federal fuel allocutions

a), -'j7 i HOUSE JOURNAL

prohitiit their retention in Alaska and there exist-: a current or projected 
shortage in Alaska. The upshot would he that we will be prohibited 
from selling during a perica when, because of shortages, the price 
should lie best. Itt-iead. if at rice:: a tim.- we had an absir.ee ot adequate 
storage *. ipaeity, we would be compelled t. take our royalty in money 
rather l l u n  in kind. Additionally. because of ihe bill's flat prohibition 
on ditposition during an existing or projected shortage in Ali-kn, the 
provision will do nothing to alleviate' that shurtage. This could not have 
been the f.cgisl.itiire's intent, and it is a matter that should be addressed 
in later legislation dealing with this subject.

y cs 
KB 

. U£l

This bill also attaches an amendment to the Stale Pipeline Commission 
statute to aipower the Comm is non to compel the addition of connections 
to a pipeline while it is und .r construction. a -abject of different 
legislation (sit 208) during the re*:* ittiy concluded session. Because 
this provision is not by its terms related solely to connections for 

removal of royalty oil or gas. here, again, v.-e have legislation that may 
very well breach the single subject rule. While it is my conviction that the 
matter o f  disposition of royalty oil and gas with regard to tapping a pipeline 
for economically viable purposes is adequately covered within the 
authority of the Slate's Itighl-of-Way I.o* ing Act mil the- State's Pipeline 
Commission Act, 1 have no obj*ction to reiterating that authority.

1 do have a question as to the wisdom of attempting to have the 
State's Pipeline Commission judge during the course of cor. -truetion 
o f the trans-Alaska pipeline the exact locution for the inclusion within 
the pipeline the designated points ar.d special fittings including but 
nut limited to valves, tecs, .spools and valve boxes, etc. necessary fo r 

tapping the line. It couid very well be* that this kind of procedure will 
result iri extremely easily installations being made in the- wrong places.
The bill provides that all surli costs shall be borne by die State.

Because of the untenable consequences that could result from 
attempting to name the Alaska Royalty Oil and Gas Board as contem­
plated under its requirement:, Fr.au Conference Committee Sub"'.il-Jt*t 
for Senate Committee Substitute for House Biil No. -1(31 is hereby vetoed.

At the time I issue! the call for the Special Session to convene 
on June 17, 197'!, I had not analyzed and reviewed Free Conference 
Committee Substitute for Senate Committee Substitute for House Bill 
No. -lal os passed by the Legislature. This m Iter is extremely 
important and I will thoroughly consider the possibility of amending 
my earlier Spcei.il Session Proclamation in order ilia! an appropriate 
proposal can be submitted to the Legislature for its consideration.

William A . Eg.m'- 
Covernor
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Members NOT c o n c u r r i n g  in the Ma j o r ?  t y r e p o r t :
__________________________  recommends:
__________________________  recommends:
__________________________  recommends:
__________________________ recommends :

recommend s :

"An. Art re 1  at In  k to  the a u th o r ity  o f chfr A laska P ip e lin e  Commisfslon 
to  s p a t ia l  n t t i f t y s ;  rad r.rorijd inr for  art e fre fitlv '?  d a te ."

C O M M  I T T E E  R E P O R T

H O U S E

M r . S p e ak e r : Date

The Comm i 1 1 ee on Pi i j  y y r v has had
unde r  c o n s i d e r a t i o n . A M a j o r i t y  o f  the members o f  the  Commi t tee

JC<> recommends i t DO PASS
( ) recommend s i t DO NOT PASS
( ) recommends i t DO PASS WITH ATTACHED AMENDMENT (S)
( ) r ecomme nd s i t BE REPLACED WITH CS FOR AND THAT

CS FOR DO PASS
( ) " a nd "  recommends i t  BE REFERRED TO THE 

COMM ITTEE
( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 
( ) " o t h e r "
Members s i g n i n g  the M a j o r i t y  r e p o r t :

__________C ha i rma n
A G O  7 8 9 1 4 1
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HOUSE BI L L  NO. 6 

IN THE L E G I S LATURE OF THE ZTATE OF ALASKA 

E I G H T H  LE G I S L A T U R E  - S ECOND SPECIAL SESSION

A BIL L

For an Act entitled: "An Act r e l a t i n g  to the a uthority of the Alaska

Pipeline Commission to order special fittings; and 

pro v i d i n g  for an effective date."

3E IT ENACTED BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 42.06.3^0 is amended by a dding a new subsection to read:

(b) During c o nstruction of a pipeline the commission, after 

investigation and o pportunity for h e a ring and findings as required in 

subparagraph (a) of this section, may order the inclusion within the 

pipeline at points that it designates, special fittings including but 

not limited to tees, wyes, spools, reducers, enlargers, flanges, flange 

plates, valves and valve boxes, to reduce the time and cost of future 

connections for the injection and removal of gas and oil from the main 

pipeline, and to main t a i n  and facilitate i n t rastate commerce. A request 

for special fittings may oe made by the commissioner of natural resource 

for the state. A request for special fittings and valves may be made 

to the commission by a local government, person, company or corporation. 

The cost of fur n i s n i n g  and in s t a l l i n g  the special fittings shall be paid 

by the state. However, if the special fittings are used by a p erson for 

a commercial e n t e rprise or by a m u n i c i p a l i t y  for the operation of a 

utility, the com m i s s i o n  shall require that the using p erson or m u n i c i­

pality reimburse the state for the cost of furnishing and installing.

* Sec. 2. This Act takes effect on the day after its passage and approval 

r on the day it becomes law without approval.

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

-1- HB 6 am S
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BY THE RULES COMMITTEE BY
R E Q UEST OF THE G O V E R N O R

H O U S E  BILL NO. 6 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

E IGHTH LE G I S L A T U R E  - S ECOND S P E C I A L  SESSION

A BILL

F o r  an Act e n t i t l e d  "An Act relating to the authority of the A laska

Pipeline Co m m i s s i o n  to order special fittings; and 

p r o v i d i n g  for an effective date."

BE IT E N A CTED BY T H E  LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 42.06.340 is amended by a dding a n e w  s u b s ection to 

read:

(b) D u ring construction of a pipeline the commission, after 

i nves t i g a t i o n  and opportunity for h e a r i n g  and findings as r e q u i r e d  in 

su b paragraph (a) of this section, m ay order the i n clusion w ithin the 

p ipeline at points that it designates, special fittings inc l u d i n g  

but not limited to tees, wyes, spools, reducers, enlargers, flanges, 

flange plates, valves and valve boxes, to reduce the time and cost 

of future connections for the injection and removal of gas a nd oil 

from the mai n  pipeline, and to maintain and facilitate intrastate 

commerce. A request for special fittings may be made by the c o m m i s­

sioner of natural r e sources for the state. The cost of f u r n ishing 

and ins t a l l i n g  the special fittings shall be pa i d  by the state. 

However, if the special fittings are used by a person for a c o m m e r­

cial enterprise or by a m u n i c i p a l i t y  for the operation o f  a utility, 

the commission shall require that the using person or m u n i c i p a l i t y  

r eimburse the state for the cost of f u r n ishing and installing.

* Sec. 2. This Act takes effect on the day after its passage and 

approval or on the day it becomes law without approval.

IN THE HOUSE

- 1- HB 6
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BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OP T HE G O V E R N O R

HOUSE BILL MO. 6 

IN THE L EGISLATURE OP THE STATE OP ALASKA 

E I G H T H  LEGISLATURE - SECOND SPECIAL SESSION

A BILL

F or an Act entitled: "An Act relating to the authority of the A laska

P ipeline Commission tc order special fittings; and 

p r o v i d i n g  for an effective date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OP THE STATE OF ALASKA:

* S e c tion 1. AS ^2.06.3^0 is amended by adding a n e w  subsection to 

r e a d :

(b) D u r i n g  construction of a pipeline the commission, after 

i n v e stigation and opportunity for hearing and findings as required in 

subpa r a g r a p h  (a) of this section, may order the inclusion within the 

pipeline at points that it designates, special fittings including 

but not limited to tees, wyes, spools, reducers, enlargers, flanges, 

flange plates, valves and valve boxes, to reduce the time and cost 

of future connections for the injection and removal of gas and oil 

f rom the main pipeline, and to maintain and facilitate intrastate 

commerce. A request for special fittings may be made by the c o m m i s­

sioner of n a t ural resources for the state. The cost of furnishing 

and in s t a l l i n g  the special fittings shall be paid by the state. 

However, if the special fittings are used by a person for a c o m m e r­

cial enterprise or by a munici p a l i t y  for the operation o f  a utility, 

the c o m mission shall require that the using person or munici p a l i t y  

r e i m b u r s e  the state for the cost of furnishing and installing.

* Sec. 2. This Act takes effect on the day after its passage and 

approval or on the day it becomes law without approval.

-1- HB o
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BY THE RULES COMMITTEE BY 
IN T HE HO U S E  REQUEST OP T HE GOVERNOR

HO U S E  BILL MO. 6 

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA 

E I G H T H  L E G I S L A T U R E  - S ECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act relat i n g  to the authority of the Alaska

Pipeline C o m m ission to order special fittings; and 

p r o v i d i n g  for an effective d a t e ."

BE IT E N A C T E D  BY T HE L E G I S L A T U R E  OF THE STATE OF ALASKA:

# Section 1. AS 42.06.340 is a m e nded by adding a new subsection to 

r e a d :

(b) D uring constr u c t i o n  of a pipeline the commission, after 

i n v e stigation and op p o r t u n i t y  for h e a ring and findings as required in 

subparagraph (a) of this section, may order the inclusion within the 

pipeline at points that it designates, special fittings including 

but not limited to tees, wyes, spools, reducers, enlargers, flanges, 

flange plates, valves and valve boxes, to reduce the time and cost 

of future connections for the injection and removal of gas and oil 

from the main pipeline, and to m a i n t a i n  anc! facilitate intrastate 

commerce. A r e q uest for special fittings may be made by the c o m m i s­

sioner of natural r e s o u r c e s  for the state. The cost of f u r nishing 

and installing the special fittings shall be paid by the state. 

However, if the special fittings are used by a person for a c o m m e r­

cial enterprise or by a m u n i c i p a l i t y  for the operation of a utility, 

the commission shall require that the using person or m u nicipality 

reimburse the state for the cost of furnishing and Installing.

* Sec. 2. This Act takes effect on the day after its passage and 

a pproval or on the day it becomes law without approval.
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BY THE flULES COMMITTEE BY 
IN THE HOUSE REQUEST OF T HE GOVERNOR

HO U S E  BI L L  NO. 6 

IN THE LEGISL A T U R E  OF T HE STATE OF ALASKA 

EIGHTH LEGISLATURE - S ECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act r e l a t i n g  to the authority of the Alaska

Pipeline C o m mission to order special fittings; and 

p r o v i d i n g  for an effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 42.06. 340 is amended by adding a new subsection to 

read:

(b) D uring c o n struction of a pipeline the commission, after 

investigation and opport u n i t y  for hearing and findings as required in 

subparagraph (a) of this section, may order the inclusion within the 

pipeline at points that it designates, special fittings including 

but not limited to tees, wyes, spools, reducers, enlargers, flanges, 

flange plates, valves and valve boxes, to reduce the time and cost 

-f future connections for the injection a nd removal of gas and oil 

from the main pipeline, a nd to main t a i n  and facilitate intrastate 

commerce. A request for special fittings may be made by the c o m m i s­

sioner of natural res o u r c e s  for the state. The cost of furnishing  

and installing the special fittings shall be par'd by the state. 

However, if the special fittings are used by a person for a c o m m e r­

cial enterprise or by a m u n i c i p a l i t y  for the operation cf a utility, 

the commission shall require that the using person or municipality 

reimburse the state for the cost of furnishing and Installing.

* Sec. 2. This Act takes effect on the day after its passage and 

ipproval or on the day it becomes law without approval.
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BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OP T HE GOVERNOR

HO U S E  BIL L  NO. 6 

IN THE LEGISLATURE OP T HE STATE OP ALASKA 

EIGHTH L EGISLATURE - SECOND S P E CIAL SESSION

A BILL

For an Act entitled: "An Act relating to the authority of the A l a s k a

Pipeline C o m m ission to order special fittings; and 

p r o v i d i n g  for an effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OP ALASKA:

* Section 1. AS 42.06.3^0 is amended by adding a new subsection to 

read:

(b) D uring construction of a pipeline the commission, after 

investigation and opportunity for hearing and findings as requ i r e d  in 

subparagraph (a) of this section, may order the inclusion w i thin the 

pipeline at points that it designates, special fittings including 

but not limited to tees, wyes, spools, reducers, enlargers, flanges, 

flange plates, valves and valve boxes, to reduce the time and cost 

of future connections for the injection ana removal of gas and oil 

from the mai n  pipeline, and to maintain and facilitate intrastate 

commerce. A request fcr special fittings may be made by the c o m m i s­

sioner of n a t ural r e sources for the state. The cost of fur n i s h i n g  

and installing the special fittings shall be paid by the state. 

However, if the special fittings are used by a person for a c o m m e r­

cial enterprise or by a m u n i c i p a l i t y  for the operation of a utility, 

the commission shall require that ‘-he using person or munici p a l i t y  

reimburse the state for the cost of furnishing and installing.

* Sec. 2. This Act takes effect on the day after its passage and 

approval or on the day it becomes lav/ without approval.
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'An Act making a s p e c ia l a p p ro p r ia t io n  to  the  Department o f  Community and 
re g io n a l A f fa ir s  fo r  develonnenr p ro je c ts  In  the  B r is to l  Bay re g io n ; and for the 

iv.’port o f  the B r is t o l  Bay R eg iona l Development C o u n c il; and prov id ing ; for an 
e f fe c t iv e  d a te ."

C O M M I T T E E  R E P O R T

5/17/7 Ji
Special iSenalon

Mr. Speake r

H O U S E

Date

The Comm i t t e e  on _ _ _ _ _ has had
under  c o n s i d e r a t i o n .  A Ma j o r  i ty o f  the  members o f  the Commi t tee 
( ) recommends i t  DO PASS
( ) recommends i t  DO NOT PASS
( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)
( ) recommends i t  BE REPLACED WITH CS FOR ________________  AND THAT

CS FOR ______________________  DO PASS
( ) " a n d "  recommends i t  BE REFERRED TO THE ____________________________

COMM ITTEE
( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 
( ) " o t h e r "
Members s i g n i n g  the  M a j o r i t y  r e p o r t :

Members NOT c o n c u r r i n g  in the  M a j  o r i t y r e p o r t :
___________________________recommend s :

____________  recommends:
_____________ r ecommend s :
_____________ recommend s :

r e c o m m e n d  s :

C ha i rma n



A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E :  

T o :  ______________________

P a g e : __________________

B y :

H O U SE  B I L L  N o .  

S E N A T E  B I L L  N o .

L i n e
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I n t r od u c e d :  6 / 1 7 / 7 ;l
R ef e r r e d : F i n a n c e

HOUSE BILL MO. 7 

IN THE L E G I S LATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act m a king a special appropriation to the D e p a r t­

ment of Community and Regional Affairs for development 

projects in the Bristol Bay region; and for the s u p p o r 1 

of the Bristol Bay Regional Development Council; and 

an appropriation to the Department of Fish and Game for 

r ehabilitation of the Bristol Bay fishery; and providin; 

for an effective date."

BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $1,000,000 is appropriated from the general fund 

to the Department of Community and Regional Affairs for development projects 

in the Bristol Bay region, and $1,500,000 is appropriated from the general 

fund to the Department of Fish and Game to be used for direct r e habilitation 

of fisheries or fishery industries in the Bristol Bay area for the fiscal 

yea r  ending June 30, 1975

* Sec. 2. The sum of $175,000 is appropriated from the general fund to 

the Bristol Bay Regional Development Council, Office of the Governor for the

22 fiscal year ending June 30, 1975-

23 * Sec. 3. This Act takes effect on the day after its passage and approval

24
or on the day it becomes lav/ without approval
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR
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O r i g i n a l  s po nsor: R u l e s  C o m m i t t e e  b y  O f f e r e d :  6/19/7*)
r e q u e s t  o f  the G o v e r n o r  R e f e r r e d :  R u l e s
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IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR HOUSE BIL L  NO. J

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA 

EIGHTH L E G I S LATURE - S ECOND S P E CIAL SESSION

A BILL

For an Act entitled: "An Act m a k i n g  a special appropriation to the D e p a r t­

ment of Community and Regional Affairs for development

projects in the B r i stol Bay region; and for the support 

of the B r i stol Bay Regional Development Council; and 

p r o v i d i n g  for an effective dat3."

BE IT E N A CTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $1,000,000 is a p propriated to the Department of 

Community and Regional Affairs for d evelopment projects in the B r i stol Bay 

region.

* Sec. 2. The sum of $175,000 is a p p r o p r i a t e d  from the general fund to 

the Bristol Bay Regional Development Council, Office of the G o v e r n o r  for the 

fiscal year ending June 30, 1975.

* Sec. 3. This Act takes effect on the day after its passage and approval

or on the day it becomes law w i t hout approval.

-1- S C S H B  7



I n t r o d u c e d :  6 / 1 7 / 7  ̂
R e f e r r e d :  F i n a n c e

HOUSE BILL NO. 7

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act making a special a p p r opriation to the D e p a r t­

ment of Community and Regional Affairs for development 

projects in the Bristol Bay region, and for the support 

of the Bristol Bay Regional Development Council; and 

an appropriation to the Department of F i s h  and Game for 

rehabilitation of the Bristol Bay fishery; and providing 

for an effective date."

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

* Section 1. The sum of $1,000,000 is appropriated from the general fund 

to the Department of Community and Regional Affairs for d evelopment projects 

in the Bristol Bay region, and $1,500,000 to the Department of Fish and Game 

to be used for direct rehabilitation of fisheries or fishery i n d u stries in the 

Bristol Ray area.

* Sec. 2. The sum of $175,000 is approp r i a t e d  from the general fund to the 

Bristol Bay Regional Development Council, Office of the Gove r n o r  for the 

fiscal year ending June 30, 1975.

K Sec. 3. This Act takes effect on the day after its passage and approval 

sr on the day it becomes lav? without approval.

B Y  T H E  R U L E S  C O M M I T T E E  BY
IN T H E  H O U S E  R E Q U E S T  OF T H E  G O V E R N O R
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BY THE RULES COMMITTEE BY 
IN THE HOUSE R E Q UEST OF THE GOVERNOR

HOUSE BIL L  NO. 7

IN THE L E G I S LATURE OF T HE STATE OF ALASKA

EIGHTH L E G I S LATURE - S E C O N D  SPECIAL SESSION

A BILL

For an Act entitled: "An Act m a k i n g  a special appropriation to the D e p a r t­

ment of Community and Regional Affairs for development 

projects in the B r i stol Bay region; and for the 

support of the Bristol Bey Regional Development 

Council; and p r o v i d i n g  for an effective date."

BE IT E N A C T E D  BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. The sum of $ l a000,000 is appropriated to the Department of 

Community and Regional Affairs for development projects in the Bristol Bay 

r e g i o n .

* Sec. 2. The sum of $175,000 is a p propriated from the general fund 

to the Bristol Bay Regio n a l  Development Council, Office of the Governor 

for the fiscal year e nding June 30, 1975.

* Sec. 3. This Act takes effect on the day after its passage and 

approval or on the day it becomes law without approval.

- 1 - HB 7



The Legisl a t u r e  of the State of A l a s k a  
F I S C A L  MOTE

Second Special Session - Eighth Legislature

I. R E Q U E S T  
Bill I d e n t i f i c a t i o n : Senate Bill Co. 7 - Section ?.
Title : Spe ct a! Appropriation - Brin ml i<;v Kanionai 1> ■ velopmenl' f.ounci ]____
Request otf" b y : ~Le<-|i s 1 a t i v< ■ ii nance   L a t e : .inne U.~1974
R e t u r n  Date Requested:
Agency: Office of the Governor J Program: Development

II. F I S C A L  D E T A I L
B udget Request Unit(i) Affected:
A - E X P E N D I T U R E S : (Thousands of dollars)'

O B J E C T FY 7>l FY 75 FV 76 FY 77 FY 78 FY 7a
100 P E R S O N A L  SERV I C E S
200 T R A V E L '.TO-
300 C O N T R A C T U A L 143.5
A 00 C O M M O D I T I E S .5
500 E Q U I P M E N T 1.0
600 LAND ft S T R U C T U R E S

\
700 G R A N T S , CLAIMS, ETC.

TO T A L 175.0

B. FUNDING: (Thousands of dollars)

C E N E R A L  FUND 175.0
F E D E R A L  FUNDS
O T H E R

C. p o s i t i o n s :

P E R M A N E N T / T E M P O R A R Y / / / / / /
MAN M O N T H S  (J’./T.) /

------t / / / / __ /.

III. A N A L Y S I S  (See Fiscal Note Prepa r a t i o n ' l n s t r u c t i o n s ,  Section III)

The expenditures outlined above will be utilized to retain a full time staff of two, (in 

Anchorage) in support of the Council worJc for a period of 12 months. The majority of the 

Council's activity during FY 75 will be completed by January 1975, utilizing professional 

service contractors. (See attached Project Budget - Attachment A)

IV. A T T A C H M E N T S

Attachment A - FY 1975 Project Budget

V. DATE: June 17, 197'! P R E P A R E D  BY O

Original 
c c :

Don Arrjetsinger 
Deputy Commissioner 

Legislative F i n a n c e ^  Department of Community
Budget and Management and Regional Affairs
Prime S p o nsor (First Legislator Named)
Fd Anders, Office of' (.he Governor 
Commissioner of Droiamic Development 
Commissioner of Fish ?. Game

&.■;// I.VH f •• -v* •IV.,



B R I S T O L  BAY R E G I O N A L  D E V E L O P M E N T  C O U N C I L  

P r o p o s e d  P r o j e c t  B u d g e t  

FY 1975

T R A VEL

The Counc il w i l l  be requ ired  to tr a v e l e x te n s iv e ly  through­
out the reg ion to accom plish the tasks o u t l in e d  in  Senate 
B i l l  No. 8. A c t iv i t y  is  expected to in c lu d e  e xte n s ive  
hearings in  a l l  o f the com munities o f the reg ion  w ith in  the 
f i r s t  several months o f the C o u n c il 's  fo rm a tio n . P u b lic  
c o u n c il members, a lthough  not compensated by the S ta te , w i l l  
be pa id  per diem and com pensation for tr a v e l expenses.

C O N T R A C T U A L  8 E R V I C E S  

P r o f e s s i o n a l  S e r v i c e s

Full Time C o o r d i n a t o r  - A n c h o r a g e  $ 3 5 . 0 / y r
Full Ti m e  A d m i n i s t r a t i v e  S e c r e t a r y  - A n c h o r a g e  ___1 5 . 0 /yr

$ 50.0

The services o f a f u l l  tim e C oord inator w ith  s u f f ic ie n t  
experience to s u c c e s s fu lly  coord inate  the a c t i v i t y  o f  the 
C o u n c il and m onitor the work o f those in d iv id u a ls  re ta ined  
by the C o u nc il w i l l  be necessary a t least, through the N in th  
L e g is la tu r e .
The serv ices o f a f u l l  tim e A d m in is tr a t iv e  Secretary w i l l  a lso  
he requ ired  to lend a d m in is tra t iv e  support to the C o u n c il 
C o o rd in a to r , Counc il Members, and other p r o fe s s io n a l s t a f f  
re ta in e d  by the C o u n c il.

O ther P r o f e s s i o n a l  S e r v i c e s  $ 8 2 . 0

The sum o f $82,000 s h a ll bo reserved for. c o n s u lta n t s e r v ic e s .
A l l  work undertaken s h a ll be d ire c te d  towards the economic 
recovery o f the B r is to l Bay reg ion  and le g is la t iv e  recom­
m endations to that end. O f prim ary concern w i l l  lie the 
recovery o f the red salmon f is h e r ie s  resource o f  the reg ion  
and the means by which such recovery may best be undertaken .
In a d d it io n , o ilie r  e x is t in g  and p o te n t ia l  resouces o f the 
re g io n , in c lu d in g  but not l im ite d  to otlicr commercial f i s h ­
e r ie s , s h a ll be id e n t i f ie d  and eva lua ted  in  tenns o f  em ploy­
ment and .income impact w ith in  the B r is to l Bay reg ion and in  
terms o f the c ap a c ity  o f the people  o f the reg ion  i r p a r t ic ­
ip a te  in  such .industr ies  i f  th e ir  developm ent is  judged to 
be fe a s ib le .
Senate B i l l  8 provider, lor o n ly  a one-vear l i f e  For the pro­
posed a u th o r ity , a lth o u g h , by another p r o v is io n  ol the b i l l ,

$ 3 0 . 0

$ 1 4 3 . 5
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the C o u nc il is  to " e x p lo r e . . .  1 ang-term economic fac tors  and 
federa l ami s ta te  programs and p o l ic ie s  a f fe c t in g  the B r is to l 
Bay reg ion w ith  a view  toward produc ing a long-term  economic 
and socia l, development p r o g r a m .. . ."  Wc would a n t ic ip a te  that 
the C o u n c il would g iv e  c lo s e  a t te n t io n  to the m atter of 
e s tab lishm ent o f v ia b le  lo c a l government a lte r n a t iv e s  in  
the re g io n , e ith e r  by exam ination  o f  c i t y  s ta tu s  for i n d i ­
v id u a l communities or o f a re g io n a l government u n it  or u n its  
for the area. Indeed , the m atter o f e s ta b lishm e n t o f a 
re g io n a l government u n it  embracing s u b s t a n t ia l ly  a l l  o f the 
B r is to l Bay reg ion  may w e ll serve to determ ine whether e f fo r ts  
in i t ia t e d  by the C o u nc il in  the forthcom ing f is c a l  year w i l l  
rece ive  c o n t in u in g  a t te n t io n  by re s id e n ts  o f  the  reg io n . The 
C o u n c il may reasonably be expected to cons ider  r e ta in in g  an 
in d iv id u a l  to exp lore  the o p p o r tu n it ie s  and problems which 
a ttend inc o rp o ra tio n  and o p e ra tio n  o f m u n ic ip a l corpora tions  
in  the re g io n , in c lu d in g , e s p e c ia l ly ,  g a th e r in g  in fo rm atio n  
about serv ices  and improvements p ro p e r ly  the r e s p o n s ib i l i t y  
o f  p u b lic  e le c te d  bodies and p r o v id in g  an estim ate  o f expend­
itu re s  and revenues in  the p r o v is io n  o f p u b lic  s e rv ic e s .

O t h e r  O p e r a t i n g  E x p e n s e s / C o n t r a c t u a l  S e r v i c e s

T e l e p h o n e  - basic 
T e l e p h o n e  - long d i s t a n c e  
Rent ( A n c h o r a g e )  
D u p l i c a t i n g  & P o s t a g e  
P r i n t i n g  & A d v e r t i s i n g

.  6 
2 . 0  

3.6 
1 .1

4.2
11.5

C O M M O D I T I E S

EQUIPMENT $ 1 . 0

T O T A L  $ 1 7 5 . 0
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"An Act r e la t in g  to  the  B r is t o l  Bay R eg iona l Development C o u n c il ; anc prov.'nlrv 
fo r  s-.n e f fe c t iv e  d a te ."

J / l  7 /7
S p e c i a l  S e s s i o n

C O M M I T T E E  R E P O R T

H O U S E

Mr. S p e a k e r :

The Comm i t t e e  on

Date
PT I IA iT C S

h a s  had MB »

under  c o n s i d e r a t i o n .  A Ma j o r  i ty o f  the members o f  the  Commi t tee 
) reconmends i t  DO PASS
) recommends i t  DO NOT PASS

) , )  recommends i t  DO PASS WITH ATTACHED AMENDMENT (S )
) recommends i t  BE REPLACED WITH CS F O R _________________ AND THAT

CS F O R _______________________DO PASS
) " a nd "  recommends i t  BE REFERRED TO THE ____________________________

COMMITTEE
) r e p o r t s  i t  back WITHOUT RECOMMENDATION 
) " o t h e r "

Members s i g n i n g  the  Maj o r  i t y  r e p o r t :

Members NOT c o n c u r r i n g  in the  Maj o r i ty r e p o r t :
recommend s :
recommend c : 
r ecommend s : 
recommend s : 
r ecommends:

) .»

C h a i r m a n
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BY THE RULES COMM I T T E E  BY 
IN THE HOUSE R E Q UEST OP T HE GOVERNOR

HOUSE BILL NO. 8 

IN THE LEGISLATURE OP THE STATE OP ALASKA 

EIGHTH L E G I S LATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled; "An Act r e l a t i n g  to the Bristol Bay Regi o n a l

Development Council; and pro v i d i n g  for an effective 

d a t e ."

BE IT ENACTED BY THE L EGISLATURE OF THE STATE OP ALASKA:

# Section 1. The legislature recognises that circumstances and events 

beyond state or local control have thrust the Bristol Bay regional p o p u l a­

tion into a desperate p light and that the direct and proximate cause of 

this human distress is the total destruction of the Bristol Bay red salmon 

fishery by Japanese h i gh-seas fishing sanctioned by the federal g o v e r n m e n t . 

Because of this distressed situation caused by federal inaction, the 

legislature recognises that economic alternatives are needed to complement 

rehabilitation of the t r a d i tional fishery by the state. Therefore, It is 

the purpose of this Act to provide for the orderly consideration of the 

severe economic distress of the Bristol Bay region and to make possible 

the development of programs to resolve the problems of the region.

* Sec. 2. There is e stablished in the Office of the Gover n o r  the Bristol 

Bay Regional Development Council. The council consists of the c o mmissioner  

of economic development who is chairman, the c o m missioner of community and 

regional affairs, the commissioner of fish and game, and six p ublic members 

appointed by the governor. Members receive no compensation but are e n t i t l e d  

to per diem and travel allowances established for state boards and commi; - 

sions. The public members may not be state officers or employees. The 

public members shall be chosen fro m  the Bristol Bay region and shall r e p r e­

sent a c"oss section of the economic interests of *he region.
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