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AUDIT DIVISIOU
L L r POUCH N— ALASKA OTFICE BUILDING
W

FINANCE DIVISION

THE LEGISLATURE POUCH VIF - STATE CAPITOL

BUDGET A-D AUDIT COWITTEE  JUNEAU 99801
MEMORA NDUM

T0: House Finance Committee DATE: June 17, 197~

FROM: Representative Hartig SUBJ: Amendment to HB 5

1. Page | between lines 11 and 12, add Section 1 AS 38.05-182
amendment as per FCSCS HB 6.1. This addition to HB 5 1S 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 38.05.183.
This addition to HB 5 i1s 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 i1ts 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 i1ts sale of royalty, would
ha\e some escape clause in the contracts in order to protect 1t—
self- 1t would riot require the Governor to store these resources
as 1e has indicated in his veto me .sage of HB *I6l.

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

3. Page 1, line 2. 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, between lines 2 and 3. Add Section 38.06.030 on Compen—
sation which is absent in the Governor ® Bill (used language of
11IB *161).

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 HB 461. 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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M EMORANDUWM

House Finance Committee DATE: June 17, 197*1

FROM: Representative Hart.ig SUBJ: Amendment to HB 5

Page 1 between lines 11 and 12, add Section 1 AS 3S.05.182
amendment as per FCSCS I1IB *(6l. 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.

Page Ij, between lines 11 and 12, add Section 2 AS 33. 05.183.

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 HB *I6l) 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 he has indicated in his veto message of HB 46l.

Page 1, line 20, following the word stability, remove the period
and add "and in accordance with AS 38.05.183"1. This language
was in HB h6l and is necessary for conformity.

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 *i6l had *I) 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 h6l which was
surplusage. We have added the confirmation requirement.

AGO 7C90091I -\



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

1B 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 461. 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 Offerer]: 6/20/71
request of the Governor Referred: Rules
IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 5

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act providing for the sale, exchange on other

disposition of minerals obtained by the state as
royalty under state leases or of rights to receive
future mineral production under state leases; and

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Section 1. AS 38.05.182 1is amended to read:

Sec. 38.05.182. ROYALTY ON NATURAL RESOURCES. Any royalty pro—
vided for in secs. 135 - 181 of this chapter may be taken in kind rather
than in money if [AT THE DISCRETION OF] the commissioner, with the
consent of the board, [IF HE] determines that the taking in kind would
be in the best interest of the state. The consent of the board 1is
requlred only with respect to oil and gas royalty-in-kind under sec. 163
of this chapter.
sec. 2. As 38.05.183 is amended by adding new subsections to read:

(e) 01l or gas taken in kind by the state as its royalty share
may not be sold or otherwise disposed of-for export from the state until
the commissioner with the approval of the Alaska Royalty 0Oil ana Gas
Development Advisory Board determines that the royalty-in-kind oil or
gas is surplus to the present and projected intrastate domestic and
industrial needs. The commissioner shall make public, in writing, the
specific findings and reasons on which his determination isbased and

shall, within 10 days of the conveningof a regular session of the
legislature, submit a reportshowing the immediate and long-range

-1- SCS CSH3 5 all
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domestic and industrial needs of the state for oil and gas and an
analysis of how these needs are to be met.
Sec. 3. AS 38 is amended by adding a new chapter to read:
CHAPTER 06. ALASKA ROYALTY OIL AMD GAS
DEVELOPMENT ADVISORY BOARD.

Sec. 38.06.010. PURPOSE. It is the purpose of this chapter
to facilitate the wise development of Alaska®s oil and gas royalty
interests by providing means and procedures for sales, exchanges or
other disposition of those interests 1in ways calculated to promote
private economic growth consistent with applicable environmental
standards and public fiscal stability, and in accordance with
AS 38.05.183.

Sec. 38.06.020. ESTABLISHMENT. There 1is established in the
Department of Natural Resources the Alaska Royalty 0il and Gas
Development Advisory Board.

Sec. 38.06.025. MEMBERSHIP. The board consists of the commis—
sioner of natural resources, who is chairman, the commissioner of
economic development, and three public members. Each of the public
members shall possess experience in petroleum-related fields 1in
such areas as exploration, development, production and economics,
and shall be appointed by the governor to serve at his pleasure
for three-year staggered terms and confirmed by a vote of a majority
of the members of the legislature in joint session. The public
members may not be state officers or employees. A public
member, upon theexpiration of his term, shall continue to hold
office- until his successoris appointed and qualifies. Vacancies
in public membership shall be filled Iri the same manner as original

appointment. An appointeeto fill a vacancy shall hold office for

the balance of the term for which nis predecessor on the board was

SOS CSHB D am S o
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appointed. A vacancy in board membership does not impair the
authority of a quorum of the board members to exercise a]l the
powers and duties of the board.

Sec, 38.06.030. COMPENSATION: PER DIEM, TRAVEL EXPENSES.
Members of the board are in the exempt service under AS 39.25.110
and shall receive per diem and travel allowances as provided by
lav/ for other boards and commissions.

sec. 38.00.035. MEETINGS, RULES, QUORUM, votes REQUIRED,;
CONFLICT OF INTEREST. (a) The board shall prescribe its own rules
of procedure. It shall meet at a time and place determined by the

chairman, and at other times and places as the chairman, or a

majority of the board members, considers necessary. A quorum 1is
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 matter before the board, vote for or on behalf of

another member of the board.

(b) No member of the board may act upon a matter in which his
relationship with any person creates a conflict of interest. No board
member may have an official connection with or hold stock or securities
in, or have a pecuniary interest 1in, a corporation, company or associa-—
tion engaged in the production or transportation of oil or gas.

Sec. 38,06.ni)0. POWERS. The board has the power to

(¢D) direct the commissioner of natural resources to
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 sale, exchange or other disposal

in whole or part of rights to receive future oil or gas production or

-3- SCS CSHI3 5 am S
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both under a state lease, subject to terms and conditions established
by the board;

(2) examine proposed sales, exchanges or other disposals
of oil or gas or both obtained by the state as a royalty under AS 38 .-
05-18?, or of rights to receive future oil or gas production or both
under a state lease, for the purpose of approving or disapproving 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
necessary to assist the board in the exercise of its powers;

(4) promulgate regulations under the Administrative Procedure
Act (AS M.62) that are necessary or appropriate in the exercise of its
powers; and

(5) take whatever other actions are reasonably necessary 1in
the furtherance of the purposes of this chapter.

Sec. 38.06.050. BOARD APPROVAL REQUIRED. (a) Mo sale, exchange,
encumbrance, or other disposition of oil or gas or of the rights or
waiver of the rights to receive future production of royalty oil or gas
may be made by the commissioner of natural resources under AS 38.05.183
without the prior written approval of the board.

(b) Bids or applications for the purchase of royaltyoil or gas
may not be rejected by the commissioner of natural resourceswithout
the prior written approval of the board.

(c) Competitive bidding in a sale, exchange or other disposition
described in (a) of this section may not be waived by the commissioner
of natural resources under AS 38.05.183 without the prior written

approval of the board.
(d) The board may require conditions relating to the sale, deliveiy,
transportation, or refining or processing within the state to be

CSHB D am S L
AGO 789096



oo

B B B e

15

17

19

2!

23

24

25

26

27

28

29

included by the commissioner of natural resources in the offer of and
sale by competitive bidding of oil or gas obtained hy the state as
royalty under AS 38.05.182.

Sec. 38.06.055. action BY recistature. () In addition to the
approval by the hoard required under sec. so of this chapter, no sale,
exchange or other disposition of oil or gas or of the rights or waiver
of the rights to receive future production of royalty oil or gas may be
made by the commissioner of natural resources under as ss.os.183 without
the prior approval of the legislature by a concurrent resolution con-
curred in by a majority of the members of each house.

(b) Until July 1, 19755 contracts for the sale of state-owned
royalty gas or oil that specify the sale and delivery of not more than
a00 barrels of crude oil per day ornot more than sso barrels of natural
gas liquids per day or not more than 2,400 Mfc of natural gas per day
may be executed without ratification by the legislature.

Sec. 38.06.060. conrroentiaLiTy. Notwithstanding AS o9.25.110 -
09.25.120, the board may provide by regulation for the confidentiality
of those documents and records in its possession or control which
contain confidential business or marketing information the protection
of which is essential to the personwho has submitted them to the
board or in the judgment of the board is essential to the best interest
of the state. Such confidentiality, however, shall not preclude the
proper review by the legislature.

Sec. 38.06.070. CRITERIA. (a) In the exercise of its powers

under sec. 40(1) - (2) and sec. 50 Of this chapter the board shall

consider

(1) the revenue needs and projected fiscal ccndition of the

state;

(2) the existence and extent of present and projected locax
-5- SCS CSHB 5am S
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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 devflopment and other possible effects
of the sale, exchange or other disposition of oil and gas or both;

(@) the projected social impacts of the transaction;

(5) the projected additional costs and responsibilities
which could be Imposed upon the state and affected political subdivi-—
sions 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) the projected positive and negative environmental
effects related to the transaction; and

(8) the projected effects of the proposed transaction upon
existing private commercial enterprise and patterns of investments.

(b) When it is economically feasible, the board may require,
a condition of the sale of oil or gas obtained by the state as royalty,
that the oil or gas be refined or processed in the state and may, when
it is feasible and in the best interest of the state to do so, provide
for processing or refining of the oil or gas under a contract entered
into by competitive bidding before the sale of the oil or gas.

Sec. 38.06.080. DEFINITIONS. In this chapter

(1) "board" means the Alaska Royalty 0il and Gas Development
Advisory Board; and

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

* Sec. it. As 38.05.183 is repealed and re-enacted to read:

sec. 38.05.183. SALE oF ROYALTY. (a) The sale, exchange or

SCS CSHB 5 an>s -6-
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other disposal of a mineral obtained by the state as a royalty under
sec. 182 of this chapter, or the sale, exchange or other disposal 1in
whole or in part of a right to receive future mineral production under
a state lease under this chapter, shall be 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 0il 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) When competitive bids are required, the commissioner, with
the prior written approval of the Alaska Royalty 0Oil and Gas Development
Advisory Board, may reject all bids if he determines that because of the
amount of the bids, the lack of responsibility on the part of the
bidders, or for reasons consistent with the criteria set out in AS 38.-
0"."~yo, the acceptance of the bids would not be in the best interest
of the state.

(c) If the commissioner determines that a sale, exchange or other
disposal of a mineral obtained by the state as a royalty under sec. 182
of this chapter or of a right to receive future mineral production undei
a state lease under this chapter shall be made otherwise than by
competitive bid, and the Alaska Royalty 0Oil and Gas Development Advisor}
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. 5. This Act takes effect on the day after 1its passage and approval

or on the day it becomes law without approval.

-7- SCS CSHB 5 am S
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Original sponsor: Rules Committee by Offered: 6/18/7*1

request of the Governor Oh today"s calendar on
Special Order

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 5
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act providing for the sale, exchange or other

disposition of minerals obtained by the state as
royalty under state leases or of rights to receive
future mineral production under state leases; and

providing for an effective date."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05.182 is amended to read:

Sec. 38.05.182. ROYALTY ON NATURAL RESOURCES. Any royalty pro—
vided for in secs. 135 - 181 of this chapter may be taken 1in kind rather
than in money i1 f [AT THE DISCRETION OF] the commissioner, with the
consent of the board, [IF HE] determines that the taking in kind would
be in the best, interest of the state. The consent of the board Iis
required only with respect to oil and gas royalty-In-klInd under sec. 183
of this chapter.

Sec. 2. AS 38 is amended by adding a new chapter to read:
CHAFTER 06. ALASKA ROYALTY OIL AMD GAS
DEVELOPMENT ADVISORY BOARD.

Sec. 38.05.010. PURPOSE. It is the purpose of this chapter to
facilitate the wise development of Alaska®s 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 38.05.183.
Sec. 38.0b.020. ESTABLISHMENT. There is in the Department of

-1- CSHB 5
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Natural Resources the Alaska Royalty Oil and Oas Development Advisory

Board.

Sec. 38.06.025. wewserswir. The hoard consists of the commis-
sioner of natural resources, who is chairman, the commissioner of
economic development, and three public members. Each of the public
members shall possess experience with petroleum-related Industries,

In such fields as exploration, development, production and economics,
and shall be appointed by the governor to serve at his pleasure for
three-year staggered terms and confirmed by a vote of a majority of the
members of the legislature In joint session. The public members may

be removed by the governor only for cause. The public members may not
be state officers or employees. A public member, upon the expiration
of his term, shall continue to hold office until his successor is
appointed and qualifies. Vacancies 1in public membership shall be filled
in the same manner as original appointment. An appointee to fill a
vacancy shall hold office for the balance of the term for which his
predecessor on the board was appointed. A vacancy in board membership
does not impair the authority of a quorum of the board members to
exercise all the powers and duties of the board.

Sec. 38.06.030. COMPENSATION; PER DIEM, TRAVEL EXPENSES. Members
of the board are in tne exempt service under AS 39.25.110 and shall
receive $100 a day for each day or portion of a day spent in actual
meeting or on authorized 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.

sec. 38.06.035. MEETINGS, RULES, QUORUM, VOTES REQUIRED; CONFLICT

OF INTEREST. (a) The board shall prescribe its OWN rules of procedure.

SHB 5 -2-
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It shall meet at a time and place determined 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 matter before the board, vote for or cn behalf of
another member of the board.

(b) No member of the board may act upon a matter In which his
relationship with any person creates a conflict of interest. No board
member may have an official connection with or hold stock or securities
in, or have a pecuniary interest in, a corporation, company or associa-—
tion engaged in the production or transportation of oil or gas.

Sec. 38.06.0%70. POWERS. The board has 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 sale, exchange or other disposal
in whole or part of rights to receive future oil or gas production or,
both under a state lease, subject to terms and conditions established
by the board;

(2) examine proposed sales, exchanges or other disposals
of oil or gas or both obtained by the state as a royalty under AS 38.-
05.182, or of rights to receive future oil or gas production or both
unaex" a state lease, for the ourpose of approving or disapproving 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
necessary to assist the board in the exercise of its powers;

-3- CSj.B 5
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(4) promulgate regulations under the Administrative Procedure
Act (AS 44.62) 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 sale, exchange
or other disposition of oil or gas or of the rights or waiver of the
rights to receive future production of royalty oil or gas may be made
by the commissioner of natural resources under AS 38.05.183 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 (a) of th.is section may Ilot be waived by the commissioner
of natural resources under AS 38.05-183 without the prior written

approval of the boai 3.

Sec. 38.06.055. ACTION BY LEGISLATURE. In addition to the
approval by the bhoard required under sec. 50 of this chapter, no sale,
exchange or other disposition of oil or gas or of the rights or waiver
of the rights to receive future production of royalty oil or gas may be
made by the commissioner of natural resources under AS ss.0s.ls3 without
the prior approval of the legislature by a concurrent resolution con-
curred in by a majority of the members of each house.

Sec. 38.06.060. CONFIDENTIALITY. Notwithstanding AS 09-25.110 -
09-25.120, the board may provide by regulation for the confidentiality
of documents and other property in its possession or control if in the
judgment of the board the best interest of the state requires confiden—
tiality .

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

CSHB 5 -4-
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sec. 40(1) - (2) and sec. 50 of this chapter the board shall consider

(1) the revenue needs and projected fiscal condition of the
state;

(2) the existence and extent of present and projected local
and regional needs for oil and gas products and by-products, the effect
of state or federal commodity allocation requirements v/hich 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 politi al subdivi—
sions 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) the projected positive and negative environmental
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 0Oil and Gas Development
Advisory Board; and

(2) "state lease" means an oil and gas lease on state land.
sec. 3. As 38.05.183 is repealed and re-enacted to read:

sec. 38.05.183. sSALE OF ROYALTY. (a) The sale, exchange or

other disposal of a mineral obtained by the state as a royalty under
sec. 182 of this chapter, or the sale, exchange or other disposal in

-5- CSHB 5
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whole or In part of a right to receive future mineral production under
a state lease under this chapter shall be by competitive bid and the
sale, exchange or other disposal made to the highest responsible bidder,
except that competitive bidding is not required v/hen the commissioner,
with the prior written approval of the Alaska Royalty O0il 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) When competitive bids are required, the commissioner, with
the prior written approval of the Alaska Royalty 0Oil and Gas Development
Advisory Board, may reject all bids if he determines that because of
the amount of the bids, the lack of responsibility on the part of the
bidders, or for reasons consistent with the criteria set out in AS 38.—
06.070, the acceptance of the bids would not be in the best interest
of the state.

(c) If the commissioner determines that a sale, exchange or other
disposal of a mineral obtained by the state as a royalty under sec. 182
of this chapter or of a right to receive future mineral production under
a state lease under this chapter shall be made otherwise than by competi—
tive bid, and the Alaska Royalty Oil and Gas Development Advisory Board
where applicable has approved that determination, the commissioner shall
make public in writing the specific findings and conclusions upon which
that determination is based.

s Sec. This Act takes effect on the day after its passage and approval

on the day it becomes law without approval.
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Original sponsor: Rules Committee by gf%gg%ylseé%ﬁéﬁhar on

request of the Governor
Special Order

| IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 5

IN THE LEGISLATURE OF THE STATE OF ALASKA

2

3

4 EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

5

6 For an Act entitled: "An Act providing for the sale, exchange or other

7 disposition of minerals obtained by the state as

8 royalty under state leases or of rights to receive
9 future mineral production under state leases; and
10 providing for an effective date."

Il BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
r * Section 1. as 3s8.05.182 1S amended to read:

13 Sec. 38.05.182. RovALTY oN NATURAL RESOURCES. Any foyalty pro-

14 vided for in secs. 135 - I81 of this chapter may be taken in kind rather
15 than in money if [at THe piscreTion oFy the commissioner, with the

16 consent of the board, [IF wey determines that the taking in kind would
¥ be in the best interest of the state. The consent of the board is

18 required only with respect to oil and gas royalty-in-lcind under sec. U:3
N of this chapter.

20 * Sec. 2. AS ss is amended by adding a new chapter to read:

21 CHAPTER 06. ALASKA ROYALTY OIL AND GAS

2 DEVELOPMENT ADVISORY BOARD.

2 sec. 38.06.010. PURPOSE. It is the purpose of this chapter to

24
facilitate the wise development of Alaska®s oil and gas royalty Inter—

25 .
ests by providing means ana procedures for sales, exchanges or other

26
disposition of those interests in ways calculated to promote private

27
economic growth consistent with applicable environmental standards and

28
public fiscal stability, and in accordance with AS 38.05.|83.

Sec. 38.06.020. ESTABLISHMENT. There is established in the Department of
-1- CSHB 5 am
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Natural Resources the Alaska Royalty 0Oil and Gas Development Advisory

Board.

Sec. 38.06.025. wmemserswip. The board consists of the commis-
sioner of natural resources, who is chairman, the commissioner of
economic development, and three public members. Each of the public
members shall possess experience with petroleum-related industries, in
such fields as exploration, development, production and economics, and
shall be appointed by the governor to serve at his pleasure for three-
year staggered terms and confirmed by a vote of a majority of the members
of the legislature in joint session. The public members may not he state
officers or employees. A public member, upon the expiration of his term,
shall continue "o hold office until his successor is appointed and
qualifies. Vacancies in public membership shall be filled in the same
manner as original appointment. An appointee to fill a vacancy shall
hold office for the balance of the term for which his predecessor on the
board was appointed. A vacancy in board membership does not impair the
authority of a quorum of the board members to exercise all the powers and
duties of the board.

Sec. 38.06.030. COMPENSATION; PER DIEM, TRAVEL EXPENSES. Members
of the board are in the exempt service under AS 39.25.110 and shall
receive per diem and travel allowances as provided by law for other
boards and commissions.

sec. 38.06.035. MEETINGS, RULES, QUORUM, VOTES REQUIRED; CONFLICT
OF INTEREST. (a) The board shall prescribe its OWN rutes Of procedure.
It shall meet at a time and place determined 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

CSHB 5 am -2-
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affirmative vote of a majority of the board members. No board member
may, with respect to a matter before the board, vote for or on behalf of
another member of the board.

(b) No member of the board may act upon a matter in which hi3
relationship with any person creates a conflict of interest. No board
member may have an official connection with or hold stock or securities
in, or have a pecuniary interest in, a corporation, company or associa-—
tion engaged in the production or transportation of oil or gas.

Sec. 38.06.0*10, POWERS. The board has 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 sale, exchange or other disposal
in whole or part of rights to receive future oil or gas production or
both under a state lease, subject to terms and conditions established
by the board;

(2)examine proposed sales, exchanges or other disposals
of oil or gas or both obtained by the state as aroyalty under AS 38.-
05.182, or of rights to receive future oil or gas production or both
under a state lease, for the purpose of approving or disapproving 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
necessary to assist the board in the exercise of its powers;

*1) promulgate regulations under the Administrative Procedure
Act (AS *1*1.62) that it considers necessary or appropriate in the

exercise of its powers; and

(5) take whatever other actions are reasonably necessary
the furtherance of the purposes of this chapter.

-3- CSHB 5 am
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Sec. 38.06.050. BOARD APPROVAL REQUIRED. (a) No sale, exchange
or other disposition of oil or gas or of the rights cr waiver of the
rights to receive future production of royalty oil or gas may he made
by the commissioner of natural resources under AS 38.05.183 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 (a) of this section may not be waived by the commissioner
of natural resources under AS zs.0s5.183 without the prior written
approval of the board.

(d) The board may require conditions relating to the sale, deliverj,
transportation, or refining or processing within the state to be
included by the commissioner of natural resources in the offer of and
sale by . competitive bidding of oil or gas obtained by the state as
royalty under AS 3s8.05.182.

Sec. 38.06.055. ACTION BY LEGISLATURE. In addition to the
approval by the board required under sec. 50 of this chapter, no sale,
exchange or other disposition of oil or gas or of the rights or waiver
of the rights to receive future production of royalty oil or gas may be
made by the commissioner of natural resources under AS 38.05.183 without
the prior approval of the legislature by a concui'rent resolution con-
curred in by a majority of the members of each house.

Sec. 38.06.060. CONFIDENTIALITY. Notwithstanding AS 09.25.110 -
09.25.120, the board may provide by regulation for the confidentiality
of those documents and records in Its possession or control which
contain confidential business or marketing information the protection

of which is essential to the person who has submitted them to the
board or in the judgment of the board is essential to the hest interest

CSHB 5 am
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of the state. Such confidentiality, however, shall not preclude the
proper review by the legislature.

Sec. 38.06.070. CRITERIA, (a) In the exercise of its powers
under sec. *10(1) - (2) ar.d sec. 50 of this chapter the board shall

consider

(¢D) the revenue needs and projected fiscal condition of the
state;

(2) the existence and extent of present and projected 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;

) the projected social impacts of the transaction;

(5) the projected additional costs and responsibilities
which could be imposed upon the state and affected political subdivi-—
sions 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;

) the projected positive and negative environmental
effects related to the transaction; and

(8) the projected effects of the proposed transaction upon
existing private commercial enterprise and patterns of investments.

(b) When it is economically feasible, the board may require, as

a condition of the sale of oil or gas obtained by the state as royalty,

that the oil or gas be refined or processed in the state and may, when
it is feasible and in the besu interest of the state to do so, provide

-5- r;3 5 am
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for processing or refining of the oil or gas under a contract entered
into by competitive bidding before the sale of the oil or gas.

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.
Sec. 3. AS 38.05.1G3 is repealed and re-enacted to read:

Sec. 38.05.183. SALE OF ROYALTY. (a) The sale, exchange or
other disposal of a mineral obtained by the state as a royalty under
sec. 182 of this chapter, or the sale, exchange or other disposal in
whole jr in part of a righoto receive future mineral production under
a state lease under this chapter, shall be by competitive bid and the
sale, exchange or other disposal made to the highest responsible bhidder,
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 nc competition exists.

(b) When competitive bias are required, the commissioner, with
the prior written approval of the Alaska Royalty Oil and Gas Development
Advisory Board, may reject all bids if he determines that because of
the amount of the bids, the lack of responsibility on the part of the
bidders, or for reasons consistent with the criteria set out in AS 38.-
06.070, the acceptance of the bids would not be in the best interest
of the state.

(c) [If the commissioner determines that a sale,, exchange or other
disposal of a mineral obtained by the state as a royalty under sec. 182
of this chapter or of a right to receive future mineral production under

a state lease under this chapter shall be made otherwise than by competi-
tive bid, and the Alaska Royalty Oil and Gas Development Advisory Board

CSHB 5 am -6-
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where applicable has approved that determination,
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or on the day

the commissioner shall

ic in writing the specific findings and conclusions upon which

rmination is based.

This Act takes effect on the day after

it becomes

law without approval.
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IN THE HOUSE

BY THE RULES COMMITTEE BY
REQUEST OP THE GOVERNOR

HOUSE BILL NO. b
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION
A BILL
For an Act entitled; "An Act providing for the sale, exchange or other
disposition of minerals obtained by the state as
royalty under state leases or of rights to receive
future mineral production under state leases; and
providing for an effective date."
IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF ALASKA:
# Section 1. AS 38 is amended by adding a new chapter to read:
CHAPTER 06. ALASKA RO LTY 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®s oil and gas royalty
interests 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 fic ial stability.

Sec. 38.06.020. ESTABLISHMENT. There 1is established in the De—
partment of Natural Resources the Alaska Royalty 0il and Gas Develop—
ment Advisory Board.

Sec. 38.06.030. MEMBERSHIP. The board consists of the commis—
sioner of natural resources, who is chairman, the commissioner of
economic development, the commissioner of environmental conservation,

the attorney general, and three public members apoointea by the.l
governor to serve without compensation at the pleasure of the governor.

The public members may not be state officers or employees. The

-1- HB 5
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affirmative vote of the majority of the membership of the board is
required to carry out the powers granted under this chapter.

Sec. 38.06.0*10. POWERS. The board has 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 sale, exchange or
other disposal in whole or part of rights to receive future oil or
gas production or both under a state lease, subject to terms and
conditions established by the board;

(2) examine proposed sales, exchanges or other disposals
of oil or gas or both obtained by the state as a royalty under
AS 38.05.182, 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 personsasneces —
sary to assist the board in the exercise ofits powers;

(€)) promulgate regulations underthe Administrative Procedure
Act (AS 4*1.62) that it considers necessary or appropriate in the
exercise of its powers; and

(5) take whatever other actions are reasonably necessary 1in
the furtherance of the purposes of this chapter.

Sec. 38.06.050. BOARD APPROVAL REQUIRED. (a) No sale, 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 38.05.183 without the prior written approval of the

board.
(b) Bids may net be rejected by the commissioner of natural
HB 5 -2-
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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 38.05.183 without the
prior written approval of the board.

Sec. 38.06.060. CONFIDENTIALITY. Notwithstanding AS 0p.25.110
- 09.25.120, the board may 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. ~0(1l) - (2) and sec. 50 of this chapter the board shall consider

(1) the revenue needs 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 localised capital investment,
increased payroll, secondary development and other possible effects
of the sale, exchange or other disposition of oil and gas or bouh;

(*I) 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) the projected positive and negative environmental
-3- HB 5
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effects related to the transaction] and
(8) the projected effects of the proposed transaction
existing private commercial enterprise and patterns of investments.

Sec. 38.06.080. DEFINITIONS. In this chapter

(¢D) "board” means the Alaska Royalty O0il and Gas Development
Advisory Board; and

(2) "state lease”™ means an oil and gas lease on state land.
Sec. 2.as 38.05.183 is repealed and re-enacted to read:

Sec. 38.05.183. SALE OF ROYALTY. (a) The sale, exchange
or other disposal of a mineral obtained by the state as a royalty under
sec. 182 ofthis chapter, or the sale, exchange or other disposal in
whole or in part of aright to receive future mineral production under
a state lease under this chapter, shall be 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) Where competitive bids are required the commissioner, with
the prior written approval of the Alaska Royalty Oil and Gas Develop—
ment Advisory Board, may rej t all bids if he determines that because
of the amount of the bids, the lack of responsibility on the part of
the bidders, or for reasons consistent with the criteria set forth in
AS 38.06.070, the acceptance of the bids would not be in the best
interest of the state.

(c) If the commissioner determines that a sale, exchange or other

disposal of a mineral obtained by the state as a royalty under sec.

182 of this chapter or of a right to receive future mineral production

5 _4-
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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 v/here applicable has approved that determination, the
commissioner shall make public in writing the specific findings and
conclusions upon which that determination is based.

* Sec. 3. This Act takes effect on the day afcer its passage and

approval or on the day it becomes lav; without approval.

AGO 789117



w i%.FI P P M [.Ue'-pfM %|i|th;|MmWIIdMIIDI%
$ i7/AL 1) !

rnmr Division
to ;s B"KCpCM8«m;t:K r0Jd WF-S1MC CAAM
MUimiaudiicomiin jumUmoi
MEMORAIY

T0: House Finance Committee DATE: June 17, 197A

FROM:  Representative Hurtle; SUBJ: Amendment to 1I? 5

NH50 1 between liner. .11 and 12, add Section 1 AS 38.0[5.182
amendment an per* f0,%7 IID 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 38.05.l83.
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 -6.') the Governor would determine that the industry
had these reserves in the State or, in i1ts sale of royalty, would
have some escape clause In the contracts in order to protect i1t—
self- 1t would not require the Governor to store these resources
as lie has indicated in his veto message of IIB A6l.

3. Page 1, line 20, following the word stability, remove the period
and add "and in accordance with A3 38.05.183". This language
war. .In lili 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 (1IB A6l had A) who
must he a pr ,rolcum geologist, petroleum engineer, and an attorney-
al.1 of who wist have at least 7 years experience in the petroleum
related Indusiri.es and who must, be confirmed by the Legislature.

We removed the Civil Engineer requirement from HI' A6l which was

surp.lusage. Wo have added the confirmation requirement.

AGO 789118 \



Pago 2, betwoi.?n linos 2 mid 3. Add .Section 38.06.030 on Compen—
sation wljjeli is absent in the Governor®s Bill (used language of

HB A6.1).

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.

AGO 789119
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IN THE HOUSE : BY IIARTIG
AMEHPMEMT
TO:  HOUSE DILL NO, 5

On page 3> between lines 5 and 6, insert:

Sec. 38.06.055. ACTION DY LEGISLATURE. In addition to the
approval by the board required under sec. 50 of this chapter, no
sale, 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 com-
missioner of natural resources u.ider AS 38.05.183 without the prior
approval of the legislature by resolution concurred in by a majority
of the members of each house.

R

On page 3, between lines 5 and 6, insert:

Sec. 38.06.055. ACTION BY LEGISLATURE. Following approval by
the board required under sec, 50 of this chapter, the commissioner of
natural resources shall present a proposed sale, exchange or other
disposition of oil or gas or of the rights to receive future production
of oil or gas to the legislature within the first 10 days of any ses-
sion. The sale, exchange or disposition shallbecome effective "5 days
after the presentation or on the day after thefinal day of the session,
whichever is earlier, unless disapproved by a resolutionconcurred in

by a majority of the members of each house,

AGO 789120
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IN THE HOUSE
CS FOR HOUSE DILL NO. 5

BY THE FINANCE COMMITTEE

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

A BILL

For an Act entitled: "An Act providing for the sale, exchange or other
disposition of minerals obtained the state as
r.oyalty under state leases or of rights to receive
future mineral production under state leases; and
providing for an effective date."

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

u Section 1. AS 38.05.182 is amended to read:

Sec. 30.05.182. ROYALTY Oil NATURAL RESOURCES. Any royalty pro-
vided for In secs. 135 - 181 of this chapter may be taken in kind rather
than in money if [AT THE DISCRETION OF] the commissioner, with the
consent of the board, [IF HE] determines that the taking in kind would

be in the best interest of the state. The consent the board is
required only with respect to o il ar.d gas royalty-in-kind under sec. 183
of this chapter.
K Sec. 2. As 38.05.183 is amended by adding new subsections to read:
(e) O il or gas taken in kind by the state as its royalty share
may not be sold or otherwise disposed of until the commissioner with
the approval of the Alaska Royalty 0 il and Gas Development Advisory
Board determines that the royalty-in-kind o il or gas is surplus to the
present and projected Intrastatc domestic and industrial needs. The

r-'mmissioner shall make public, in writing, the

reasons on which his determination is based and

of the convening of a regular session of the

report shoving the immediate and long-range

needs of the state for o il and gas and an analysis

are to be met.

specific
shall,

legislature,
dom estic

of how

findings ard
within 10 days
submit a

ard industrial

these need3
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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. a8.06.025. MEMBERSHIP. the board consists of the commis—
sioner of natural resources, who 1is chairman, the commissioner of
economic development, and three public members. Each of the public
members shall possess at least seven years experience in petroleum-
related industries, and shall be appointed by the governor to servo
at his pleasure for three-year staggered terms and confirmed by a vote
of a majority of the members of the legislature in joint session. The
public members shall include a petroleum engineer, a petroleum geologist
and an attorney. The public members may be removed by the governor
only for cause. The public members may not be state officers or
employees. A public member, upon the expiration of his term, shall
continue to hold office until his successor 1is appointed and qualifies.
Vacancies in public membership shall be filled in the same manner as
original appointment. An appointee to fill a vacancy shall hold office
for the balance of the term for which his predecessor on the board was
appointed. A vacancy 1in board membership does not Impar the authority
of a quorum of the board members to exercise all the powers and duties

of 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. N _ CONFLICT OP INTEREST. @ |1

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 deteimmined 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

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

the %oard.
Cb) No member of the board may act upon a matter
In which his relationship with any person creates a
conflict of interest. No board member may have an official connection

withl or hold stock or securities in, or have a pecuniary interest in,

a corporation, company or association engaged in the production or

transportation of oil or gas.

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

(D 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; |

(@ 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;

() hire an executive director, consultants expert in techni—
cal, economicor other relevant professions and other persons as neces—
sary toassist the board in the exercise of Its powers;

(*0 promulgate regulations under the Administrative Procedure
Act (AS M.62) that 1t considers necessary or appropriate in the
exercise of 1ts powers; and

©)) take whatever other actions are reasonably necessary in
the furtherance of the purposes of this chapter.

Sec. 38.06.050. BOARD APPROVAL REQUIRED, (@ 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 38.05.183 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.

(© Competitive bidding in a sale, exchange or other disposition
described in subsection (@) of this section may not be waived by the
commissioner of natural resources under AS 38.05.183 without the
prior written approval of the board.

CSHI3 D
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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 i1ts powers under
sec. 40(1) - (@ and sec. 50 of this chapter the board shall consider

(D the revenue need3 and projected fiscal condition of the
state;

(@ 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 thedesirability 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;

(@ theprojected social impacts of the transaction;

(G) theprojected additional costs and responsibilities
which could be imposed upon the state and affected political sub—
divisions by development related to the transaction;

©) the existence of specific local or regional labor or
consumption markets or both which should be met by the transaction;

(7) the projected positive and negative environmental
effects related to the transaction; and

©® the projected effects of the proposed transaction upon
existing private commercial enterprise and patterns of Investments.

Sec. 38.06.080. DEFINITIONS. In this chapter
(D 'board" means the Alaska Royalty Oil and Gas Development

Advisory Board; and -
(@ ‘''state lease™ means an oil and gas lease on state land.

-5- poun r
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see. J. AS 3805183 is repealed and re-enacted to read:

Sec. 38.05.183. SALE OF ROYALTY, (@ 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) Where com petitive bids are required, the commissioner, with
the prior written approval of the Alaska Royalty O il and Gas Develop-
ment Advisory Board, may re.ect all bids if he determines that because

of the amount of the bids, the lack of responsibility on the part of
the bidders, or for reasons consistent with the criteria set forth in
AS 38.06.070, the acceptance of the bids would not be in the best
interest of the state.

(c) If the commissioner determines that a sale, exchange or other

disposal of a mineral obtained by the state as a royalty under -sec.

182 of this chapter or of a right to receive future mineral production
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 iIs based

Sec. 3. 1his Act  <es effect on the day after its passage and

approval or on the day  becomes law without approval.

CSHE O .
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HSec. j. AS 38*05.183 Is repealed and re-enacted to read:

Sec. 30.05.183. SALE OP ROYALTY. (a) The sale, exchange
or other disposal of a mineral obtained by the state as a royalty under
sec. 182 of this chapter, or the sale, exchange or other disposal In
whole or Jn part of a right to receive future mineral production under
a state lease under this chapter, shall be 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) Where competitive bids are required, the commissioner, with
the prior written approval of the Alaska Royalty Oil and Gas Develop-
ment Advisory Board, may reject all bids if he determines that because
of the amount of the bids, the lack of responsibility on the part of
the bidders, or for reasons consistent with the criteria set forth in
AS 38.06.070, the acceptance of the bids would not be in the best
Interest of the state.

(c) If the commissioner determines that a sale, exchange or other
disposal of a mineral obtained by the state as a royalty under sec.

182 of this chapter or of a right to receive future mineral production
under a state lease under this chapter shall be made otherwise than hy
competitive bid, and the Alaska Royalty QOil and Gas Development
Advisory Board where applicable has approved that determination, the
commissioner shall make public in writing the specific findings and
conclusions upon which that determination is based.

" Sec. ij. This Act takes effect on the day after its passage and
approval or on tlie day it becomes law without approval.

cong D -6-
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Tl hill iimo raise, oilier questions. [I'":- i::ei ir.ee. lie re* is eunfu :(r.
iz: the bill uver whether the fund is only fur jud|;nr:!t creditors or tvhutr.tr

there arc rights c-tsbliihed for non-judgment claimants.

Pro-rstu paya-mi; from the fund t w-cvi-led for by See. 45.c5.Ce?<b)
but the reference lo "claims™, not jitij.jiiser.ts.. Si:r,:l..rly . in See.
#10.Sj.0-50C:j> the Commissioner is given authority to ena.proiri- claim™”
with Court approval. An order of priority of payment of "claims" against
the fund is set up in See. 45.65.070, seemingly in conflict with pro rs’ing
under See. 45.S5.UCO0, ami containing a substantia! quo tiur: :,;s to wh.it
state a "claim" is filed fur cstnblishin"” its priority :;;; ii:ir,: the fund.
Nevertheless, a priority basis for pr.yrr.ent of el.nim-i € -".her tin.r. p"o rating
might pr .re to be the (.illy workable tv.y. til" Alton.-y Cl-r.- r.il belie ,\i it
will iiuve te lie inlerpreti'U lo apply --uly tu Cot.r! settons ami jiidi,. I', nut
to less formal eliims. However, even with in it iri. rpr. tati n, the -:f dive
d.iie clause, J.-tiunry 1 197C. does not eh-.0 !y define what j'tdpii.entr. are
cov-.ivu. Only judgments entered after January !. 1D7C? Only judgments on

claims for fraudulent ael.s that occur after January 1. 1976?

La* ily , it ia not* -1 the funtl v.ill .ieeumal:.te only eh.v.-ly, even if
claims i.;;aii.:;:t it arc light. If nuof.d a-, were p..id fr-i.ti the fund it would
require 6,250 bh.eutint sal, ;mun p.y-r.enlx of >5(1 or 2.060 bi.-nri'ia! broker

payments of Si25 before the fund would reach its planned level of rrjli.O tn.

Though tiie hill does involve problems, | rr. signing Senate
Committee Substitute for Committee Su'n tittitc for lioure Bill No. 243
(Judiciary) into iew because its effective date of J-tr.u.iry 1, 1576, fives

ample time for the- next Legislature to consider xi.-rity r.jr s.mcndrr.-T.ts.

Sir.et-tely. [ !

Governor

(Chant.or 1-3. SLA 197"7)
May 24. 1574

The Honorable Ton I-'ink
Speaker of the House
Air.ah.: .State l.w.yiluturo
Juneau, Alaska *5601

Dear Mr. Speaker:

iTeo Conferi-r.ee Committee Substitute far Senate Cei.ar.ittee

Substitute for'iiouuc liiil No. 451 is h,;i.",!i.:;zen th t e.-teta.ir-ly provides
for the removal, sale, exchange or other d: poaili-.n if mim rals
obt-.ined by the Statu os i .-.ity und--r St .te i-.a .-a r:, n to
receive fdtare miner.-.| r-roa-.atian ur.dir St..;-: 1...

'I' many r;.. r-eato, the bill follow.-; the prop- - 11 . t<e the
Legislature early in the i.-ttsien. Tn.i-e —TB. however. t aab-
Kn.iittve exceptions. The exception of i-i'o-'. -t concern to me is the
chan;;-.- in the mxr.ner i.i which the Alaska Uoy-'.ty Oi. and C -a

Development Advisory Heard would bo const.titled. Tit' nriyi:..-;
legislation provided that the Heard would cor.viat of the Commissioner

of Natural Heuources as chairman, the Corr.mtssio.icr of Coj;..i;:ui.;ly ar.d
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tween ‘lines 2 and 3. Add fjoction 38.06.0.30 on Compen-
%m W?Ch ?s absent; in the ‘Governor's Bill (used ?anguage pof

Add -lection . 38.06,035 re ardlnﬁ meetings, rules, quorum and voles
required WhICh IS omit. I% f 8(YJ ors B il1, and W |chh was
er sent in MB AG!. ave also a aragraph 2 Ich gro

es r'or Conflict of Interest wh|ch the overnor stated was
problem, but failed to do anything about.
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IN THE HOUSE BY HARTIG
AMENDMENT
T0: HOUSE BILL NO. 5

On page 3 between lines 5 and 6, insert:

Sec. 38.06.055. ACTION BY LEGISLATURE. In addition to the
approval by the board required under sec. 50 of this chapter, no
sale, 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 com-
missioner of natural resources under AS 38.05.183 without the prior
approval of the legislature by resolution concurred in by a majority
of the members of each house.

OR

On page 3, between lines 5 and 6, insert:

Sec. 38.06.055. ACTION BY LEGISLATURE. Following approval by
the board required under sec, 50 of this chapter, the commissioner of
natural resources shall present a proposed sale, exchange or other
disposition of oil or gas or of the rights to receive future production .
of oil or gas to the legislature within the first 10 days of any ses-
sion. The sale, exchange or disposition shallbecome effective "5 days
after the presentation or on the day after thefinal day of the session,
whichever is earlier, unless disapproved by a resolutionconcurred in

by a majority of the members of each house.

AGO 709130



IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 5
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION
A BILL

For an Act entitled: "An Act providing for the sale, exchange or other
disposition of minerals obtained by the state as
r.oyalty under state leases or of rights to receive
future mineral production under state leases; and
providing for an effective date."

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

* Section 1. AS 38.05.182 is amended to read:

Sec. 38.05.182. ROYALTY ON NATURAL RESOURCES. Any royalty pro—
vided for in secs. 135 - 181 of this chapter may be taken in kind rather
than in money if [AT THE DISCRETION OF] the commissioner, with the
consent of the board, [IP HE] determines that the taking in kind would
be in the best interest of the state. The consent of the board 1is
required only with respect to oil and gas royalty-in-kind under sec. 183
of this chapter.

# sec. 2. AS 38.05.183 is amended by adding new subsections to read:

(e) Oil or gas taken in kind by the st--ate as its royalty share
may not be sold or otherwise disposed of uncil the commissioner with
the approval of the Alaska Royalty Oil and Gas Development Advisory
Board determines that the royalty-in-kind oil or gas is surplus to the
present and projected intrastate domestic and industrial needs. The
-"Smmissloner shall make public, in writing, the specific findings and
reasons on which his determination Is based and shall, within 10 days

of the convening of a regular session of the legislature, submit a
report showing the immediate ar.d long-range domestic and industrial

needs of the state for oil and gas and an analysis of how these needs

are to be met.

-1- CSHB 5
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* Sec. 3. AS 38 is amended by adding a new chapter to read:
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®"s oil anci 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 38.05.183-

Sec. 38.06.020. ESTABLISHMENT. There 1is in the Department of

Natural Resources the Alaska Royalty Oil and Gas Development Advisory

Board.

Sec. 38.06.025. MEMBERSHIP. The hoard consists of the commis-
sioner of natural resources, who is chairman, the commissioner of
economic development, and three pub?ic members. Each of the public
members shall possess at least seven years experience in petroleum-
related industries, and shall be appointed by the governor to serve
at his pleasure for three-year staggered terms and confirmed by a vote
of a majority of the members of the legislature in joint session. Tne
public members shall include a petroleum engineer, a petroleum geologist
and an attorney. The public members may be removed by the governor
only for cause. The public members may not bhe state officers or
employees. A public member, upon the expiration of his term, shall
continue to hold office until his successor is appointed and qualifies.
Vacancies in public membership shall be filled in the same manner as
original appointment. An appointee to fill a vacancy shall hold office
for the balance of the term for which his predecessor on the board was
appointed. A vacancy in board membership does not impar the authority
of a quorum of the board members to exercise all the powers and duties

of the board.

CSHB 5 -2-
AGO 789132



Sec. 38.06.030. COMPENSATION; 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 spent in actual
meeting or on authorized 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 amember of the board is a
full-time officer or employee of the state, he may not receive the $100
a day compensation. ~. CONFLICT OF INTEREST. (a)

sec. 38.06.035. MEETINGS, RULES, QUORUM, VOTES REQUIREDV" The
board shall prescribe its own rules of procedure. It shall meet at a
time and place determined 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

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

the board.
( b) No member of the board may act upon a matter
in which his relationship with any person creates a
conflict of interest. No board member may have an official connection

with®, oi~hold stock or securities in, or have a pecuniary interest in,
a corporation, company or association engaged 1in the production or

transportation of oil or gas.

CSHB .5
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Sec. 38.06.040. POWERS. The board has 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 sale, exchange or
other disposal in whole or part of rights to receive future oil or
gas production or both under a state lease, subject to terms and
conditions established by the board; Q

(2) examine proposed sales, exchanges or other disposals
of oil or gas or both obtained by the state as a royalty under
AS 38.05.182, 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 toassist the board in the exercise of its powers;

(4) promulgate regulations under the Administrative Procedure
Act (AS 44.62) 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. EOARD APPROVAL REQUIRED. (a) No sale, 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 3&.05.183 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 38.05.183 without the

prior written approval of the board.

CSHB 5 .
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Sec. 38.06.060. CONFIDENTIALITY. Notwithstanding AS 09.25.110
- 09.25.120, the board may 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 needs 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 localised capital investment,
increased payroll, secondary development and other possible effects
of the sale, exchange or other disposition of oil ana gas or both;

(4) theprojected social impacts of the transaction;

(5) theprojected 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) the projected positive and negative environmental
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.

CSHB 5
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* Sec. N AS 38.05.183 is repealed and re-enacted to read:

Sec. 38.05.183. SALE OP ROYALTY, (a) The sale, exchange
or other disposal of a mineral obtained by the state as 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 be by competitive bid and the
arle, 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 _ the state does not require it or that no competition
exists.

(b) Where competitive bids are required, the commissioner-, with
the prior written approval of the Alaska Royalty Oil and Gas Develop—
ment Advisory Board, may reject all bids if he determines that because
of the amount of the bids, the lack of responsibility on the part of
the bidders, or for reasons consistent with the criteria set forth in
AS 38.06.070, the acceptance of the bids would not be in the best
interest of the state.

(c) If the commissioner determines that a sale, exchange or other
disposal of a mineral obtained by the state as a royalty under sec.

182 of this chapter or of a right to receive future mineral production
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
commissioner shall make public in writing the specific findings and

conclusions upon which that determination is based.

# Sec. D. This Act takes effect on the day after its passage and

approval or on the day it becomes law without approval.
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The hili ulso raises ether questions, lor 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. -5.55 .0tl0ds)
but the reference is to "'claims”, not judgrent;.. Similarly, in
45.25.040(b) Hie Commissioner is given authority tocompromise L cluim’
witdii Court approval. An order of priority of payment of “'claims™ against
the fund is st up in Sec. -ID.85.070, seemingly in anflict with pro r ting
under Sec. 4S.85.0ti0. and containing a substartial question as lo what
state a "claim” is filed for estalilishinff its priority against L fund.
Nevertheless, a priority basis fur payment of claims rather then pro rating
might pr .vo tobo the only workable \"*y. tite Attormey fb rcrail tsli.ves &
will have o be interpreted lo apply indy lo Court actions anti judges ids. not
10 less formal claims. However, even with thet id. rptsialion, the etfetive
date clause, January 1, 1370, does not clearly define what judjrirenls are
covered. Only judgments entered alter January 1. 1970? Only judgments on
claims for fraudulent nets that occur after January 1 1970?

Lastly, itisimled Ihe fund will accumulate only slowly, even if
claims ngainsl itare light. Ifno claims were paid from the fund itwould
require 0.250 biennial salesmen payments of fill or 2,000 biemia! broker
payments of $25 before the fund would leach ftsplumed level of >250.(100.

Though the hill does involve problems. lam signing Senate
Committee Substitute for Committee Substitute for House Bill No. 248
(Judiciary) into law because its effective dale of January 1. 197i. gives
ample time for the next Legislature to consider clarifying amendments.

Sincerely.

Willian A . liggi \
Governor
(Chanter 1*11« 3LA 1S"®)
May 24, 1374

The Honorable Torm Kink
Speaker of the House
Alaska State Legislature
Juneau, Alaska £

Dear Mr. Speaker:

Kree Conference Committee Substitute for Senate Committee
Substitute for"House Bill No. 10! is legislation that ostensibly provides
for the removal, salle, exchange or other disposition of minerals
obtained by the Stale as royalty under State lea .0* or of rigt <t
receive future mineral production under State lesses.

Inmany respects, the bill folloss Ihe proposal 1sent o the
Legislature early in ihe session. There are. however, s)me sub—
stantive exceptions. The exception of gv.:kt  concern tome is the
change in the manner inwhich the Alaska Royalty Qil and Gas
Development Advisory Board would, be constituted. The original
legislation provided that the Board would eon ‘it of the Commissioner
of Natural Resources us chairman, the Commissioner of Community and
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Regional Affairs, the Commissioner of Economic Development, the
Commissioner ofRevenue the Attormey Gereral, the Director of the
Office of Mtinning anil Re: -arch in the Office of the Governor, and one
public n.embor appointed by the Covernor lo serve without roiuponsc-
ti at the pleasure of the Governor.

Free Conference Committee Sulv.tilithh for Senate Cuirmiltee Substitute
for House Hill Mo. -Id. however, provides tret 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 lesst seven years experience in
Ji. tril_."un.-rehded indiislrics (emphasis added) . appoint, d by the
Go.crto senvo athis pi. uaure for three you. " .J#r<red temms and
confirmed by a Vule of A ru—joHty of the members « J-Legi- I1tluro in
joint sesiion. The public members would Inc*tith a civil engineer, a
petroleum engineer, a petroleum geologist and an attormey. As inthc
original hill, tha public members could not be Stale officers or employees.

The nti-ingenl nil industry background restriction placed upon the
qalifi-.v.tfos for uppumlncnl nf Iha four public muibcrs could result
inmuch e..b. I .., o say the leest.  Iemight laldifficult to h.calc
four public |r:>having the specific profc- i nl 0. rti .U required
with each  them po-i-. ~ing at 1, nt seven year", experience in
petroleum related industries without very lilt ly creating a situation
wherein some companies who arc highly interested in making lucrative proposals
for contracts relating to the construction of refireries and petrochemical
complexes in the State, utilising the Slate™s ail and gas royalties—in hind-
would find themselves in arlai-. conflict because of the prior employment
of some of te-Hoard members. Its.-ara tome that sonic of the interested
companiies could be subjected to unverified charges of such conflict inany
event. Should this bill occoatc law 1 its proce. it form, we could v, ry vell
have a situation where citizens of Alaska might be led to ponder whether
or nut their public servants had opened te- pates and invited "Tones into the
chicken coop.”™ ~ In the course of dekmmir.ir.g the group thet is charged
with .hliyr.tin 1o :,. de the overwhelmingly important decisions regard—
ing Li; p* .iion 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*stor. rthi N tieir riutiention o the long-rangei best interest of dll
Air.tkans. itwould be a d. .service lo industry, a. well as toAlaska 3
people generally. ifwe were loovcrhtok reed tocorrect any reasonable
pOSvilul: 1/ that mi litbe cause for public impression that personal
pr iiiB.c h. jb. cn involved in arriving at nrwincnt on ..uch crucial
it - . Tic. -ocharg dwith 6.t Kind or decision-mskir.g must, by nature
of h. :r qm-il ijily, ie V. 1d.d vlb~.—mouth- 1, in 1l conduct of th ir
d..tibkerjI _utal nil m.  r prep* -ids b.ivn been fully res.-m"chocl.ad

~.let. d . Tne ‘ovint of future royalty erode il and natural gas
is cf such preporlinn I, Iprinr.-itur= leahammof infum.-.1i"n as towhich
oor-penie-1 appeared tohove the most e pl ode offers hi the people of
Alttsi.a T ntvivTt could cause speculators in ti Nation™s slock markets
10 reap utivaratttail wtn falls.

Follow::.;bneu -ionwith the State™. Attormey General, itnpp* S
that a vec ad r.="n :-rublcm could rv.tilt i, the provt.—ion of tre subject
bill winch prohibit-. the disposition of royalty ui! and p..s tinlii the

Ctmrt.iesi.uiur ,with the B: .rd"c approval, finds tirto > 1 .*v ill bit
surplus toAlaska™s domestic and industrial needs. Thiss could cause
us o hold (or nut acquire) royalties iakir.d iffederal fuel allocutions

a, -j7i HOUSE JOURNAL

prchitiit their retention in Alaska and there edst=: a current or projected
shortage inAlaska. The upshot would he that we will be prohibited
from sellingduring a perica when, because of shortages, the price
should Tie best. Hit-ieed. ifat rie: a tin-we had an absir. ee ot adequate
storage * ipeeity, we would be compelled t take our royalty in money
ratger tun N |élnd Additionally. because of g}%blll's ﬂatinrdlzr:blw
on ditposition during an existing or projected rta%e inAli-kn,
pmlm will do l%lng toaller%ate'pﬁétlt shurtage is could rot have
been the f.ayisl.itire’s intent, and it is a matter ﬂat should be addressed

in later legislation dealing with this subject.

This bill also attaches an amendment to the Stale Pipeline Commission
statute to aipower the Comm isnon to compel the addition of connections
to a pipelire while itisund .rconstruction. a -abject of different
legislation (sit 208) during the re* ittiy concluded session. Because
this provision isnot by its terms related solely to connections for
removal of royalty ail or gas. here, again, v-€have legislation that may
very well breach the single subject rule. While itismy conviction that the
matter o+ disposition of royalty oil and gas with regard to tapping a pipeline
for economical ly viable purposes is adequately covered within the
authority of the Slate™s Itighl-of-ay 1.0 ing Act mil te- State™s Pipeline
Commission Act, lhave no dbj*ction to reiterating that authority.

1do have a question as to the wisdom of attempting to have the
State"s Pipeline Commission judge during the course of ar. -truetion
ot the trans-Alaska pipeline the exact locution for the inclusion within
the pipeline the designated points ar.d special fittings including but
nut limited tovalves, tecs, .gools and valve boxes, etc. necessary for
tapping the lire. Itcouid very well be* that thiskind of procedure will
result ini extremely essily installatioss being made in te-wrong places.
The bill provides that all surli costs sall 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 S5".ilt't
for Senate Committee Substitute for House Biil No. 4@ is hereby vetoed.

At the time lissue! the call for the Special Session to convene
on June 17, 1971, 1 had not analyzed and reviewed Free Conference
Committee Substitute for Senate Committee Substitute for House Bill
No. -H os passed by tre Legislature. Thism Her is extremely
important and 1 will thoroughly consider the possibility of anending
my earlier Socei. 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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COMM ITTEE REPORT

HOUSE

Mr. Speaker: Date

The Commiiiee on Piijyyrv has had

under consideration. A Majority of the members of the Committee
oo recommends it DO PASS

() recommends it DO NOT PASS

() recommends it DO PASS WITH ATTACHED AMENDMENT (S)

()

recommends it BE REPLACED WITH CS FOR AND THAT
CS FOR DO PASS
() "and" recommends it BE REFERRED TO THE
COWMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other"

Members signing the Majority report:

Members NOT concurring in the Major? ty report:
recommends:
recommends:
recommends:
recommends :
recommends:

Chairman
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Introduced: 6/17/7
Referred: Finance

BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 6
IN THE LEGISLATURE OF THE ZTATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to the authority of the Alaska

Pipeline Commission to order special fittings; and

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.06.370 is amended by adding a new subsection to read:

(b) During construction of a pipeline the commission, after
investigation and opportunity 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 of future
connections for the injection and removal of gas and oil from the main
pipeline, and to maintain and facilitate intrastate 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 furnisning and installing the special fittings shall be paid
by the state. However, if the special fittings are used by a person for
a commercial enterprise or by a municipality for the operation of a
utility, the commission shall require that the using person or munici—

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.

-1- HB 6 am S
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BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

IN THE HOUSE
HOUSE BILL NO. 6
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION
A BILL
For an Act entitled "An Act relating to the authority of the Alaska

Pipeline Commission to order special fittings; and

providing for an effective date."”

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

*

read:

*

Section 1. AS 42.06.340 is amended by adding a new subsection to

(b) During construction of a pipeline the commission, after
investigation and opportunity 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
of future connections for the injection and removal of gas and oil
from the main pipeline, and to maintain and facilitate intrastate
commerce. A request for special fittings may be made by the commis—
sioner of natural resources for the state. The cost of furnishing
and installing the special fittings shall be paid by the state.
However, if the special fittings are used by a person for a commer—
cial enterprise or by a municipality for the operation of 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

approval or on the day it becomes law without approval.

_1- HB 6
AGO 789L40
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BY THE RULES COMMITTEE BY

I IN THE HOUSE REQUEST OP THE GOVERNOR
2 HOUSE BILL MO. 6

3 IN THE LEGISLATURE OP THE STATE OP ALASKA

4 EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the authority of the Alaska

7 Pipeline Commission tc order special fittings; and
B providing for an effective date."

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

10 * Section 1. AS 72.06.370 is amended by adding a new subsection to

I read:

L (b) During construction of a pipeline the commission, after

13 investigation and opportunity for hearing and findings as required in
14 subparagraph (a) of this section, may order the inclusion within the
13 pipeline at points that it designates, special fittings including

B but not limited to tees, wyes, spools, reducers, enlargers, flanges,

7 flange plates, valves and valve boxes, to reduce the time and cost

18 of future connections for the injection and removal of gas and oil
19 from the main pipeline, and to maintain and facilitate intrastate

2 commerce. A request for special fittings may be made by the commis—
A sioner of natural resources for the state. The cost of furnishing
2 and installing the special fittings shall be paid by the state.

a However, if the special fittings are used by a person for a commer—
o cial enterprise or by a municipality for the operation of a utility,
= the commission shall require that the using person or municipality
78 reimburse the state for the cost of furnishing and installing.

a * Sec. 2. This Act takes effect on the day after its passage and

? approval or on the day it becomes law without approval.

29
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BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OP THE GOVERNOR

HOUSE BILL MO. 6
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to the authority of the Alaska

BE IT
#

read:

*

appro

Pipeline Commission to order special fittings; and
providing for an effective date.”
ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 42.06.340 is amended by adding a new subsection to

(b) During construction of a pipeline the commission, after
investigation and opportunity 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
of future connections for the injection and removal of gas and oil
from the main pipeline, and to maintain anc! facilitate intrastate
commerce. A request for special fittings may be made by the commis—
sioner of natural resources for the state. The cost of furnishing
and installing the special fittings shall be paid by the state.
However, 1if the special fittings are used by a person for a commer —
cial enterprise or by a municipality for the operation of 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

val or on the day it becomes law without approval.

A 789143
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BY THE fIULES COMMITTEE BY
REQUEST OF THE GOVERNOR

IN THE HOUSE
HOUSE BILL NO. 6
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION
A BILL
For an Act entitled: "An Act relating to the authority of the Alaska

Pipeline Commission to order special fittings; and

providing for an effective date."”

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

*

read:

*

Section 1. AS 42.06. 340 is amended by adding a new subsection to

(b) During construction of a pipeline the commission, after
investigation and opportunity 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 and removal of gas and oil
from the main pipeline, and to maintain and facilitate intrastate
commerce. A request for special fittings may be made by the commis—
sioner of natural resources 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 commer—
cial enterprise or by a municipality 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.

AGO 789144-



BY THE RULES COMMITTEE BY

I IN THE HOUSE REQUEST OP THE GOVERNOR
2 HOUSE BILL NO. 6

3 IN THE LEGISLATURE OP THE STATE OP ALASKA

y 3 EIGHTH LEGISLATURE - SECOND SPECIAL SESSION

o A BILL

6 For an Act entitled: "An Act relating to the authority of the Alaska

1 Pipeline Commission to order special fittings; and
8 providing for an effective date."

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

10 * Section 1. AS 42.06.370 is amended by adding a new subsection to

Il read:

2 (b) During construction of a pipeline the commission, after

13 investigation and opportunity for hearing and findings as required in
M subparagraph (a) of this section, may order the inclusion within the

13 pipeline at points that it designates, special fittings including

15 but not limited to tees, wyes, spools, reducers, enlargers, flanges,
o flange plates, valves and valve boxes, to reduce the time and cost
8 of future connections for the injection ana removal of gas and oil
& from the main pipeline, and to maintain and facilitate intrastate

2 commerce. A request fcr special fittings may be made by the commis—
A sioner of natural resources for the state. The cost of furnishing
2 and installing the special fittings shall be paid by the state.

a However, if the special fittings are used by a person for a commer—
4 cial enterprise or by a municipality for the operation of a utility,
= the commission shall require that <he using person or municipality
s reimburse the state for the cost of furnishing and installing.

o * Sec. 2. This Act takes effect on the day after its passage and

# approval or on the day it becomes lavw/ without approval.

29
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t makin%; a éaecial ?ppropriatio,n to the Depart,men} of Community and
al Affalrs for develonnenr p[o ect? In the Bristol Ba reglo ) anc! for the
té)fdg}ee Bristol Bay Regional Development Council; and providing; for an

COMMITTEE REPORT

5/17/1 HoUSE
Special iSenalon
Mr. Speaker Date

The Coomittee on has had
under consideration. A Majority of the members of the Committee
() recommends it DOPASS

recommends it DONOT PASS

()
() recommends it DOPASS WITH ATTACHED AMENDMENT(S)
()

recommends it BEREPLACED WITH CSFOR AND THAT
CS FOR DO PASS
() "and" recommends it BE REFERRED TO THE
COVMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other"

Members signing the Majority report:

Members NOT concurring in the Myjority report:
recommend s .
recommends:
recommend s .
recommend s .

recommend s :

Cha irman
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Introduced: 6/17/7 1
Referred: Finance

BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

IN THE HOUSE
HOUSE BILL MO. 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 appropriation to the Depart—

ment of Community and Regional Affairs for development
projects in the Bristol Bay region; and for the supporl
of the Bristol Bay Regional Development Council; and

an appropriation to the Department of Fish and Game for

rehabilitation of the Bristol Bay fishery; and providin;
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 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 rehabilitation

of fisheries or fishery industries in the Bristol Bay area for the fiscal

year 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

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 lavw/ without approval

-1- HB 7 ain S
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Original sponsor: Rules Committee by Offered: 6/19/7%)

request of the Governor Referred: Rules
IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR HOUSE BILL NO. J
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION
A BILL
For an Actentitled: "An Act making a special appropriation to the Depart—
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
providing for an effective dat3."
BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $1,000,000 is appropriated to the Department of

Community and Regional Affairs for development projects in the Bristol Bay

region.

* 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

fiscal year ending June 30, 1975.

* Sec. 3. This Act takes effecton the day after its passage and approval

or on theday it becomes law without approval.

-1- SCSHB 7



Introduced: 6/17/7"
Referred: Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

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 appropriation to the Depart—
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 Fish 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 development 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 industries in the
Bristol Ray area.

* 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
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.

-1 - HB 7 am
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

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 appropriation to the Depart—
ment of Community and Regional Affairs for development
projects in the Bristol Bay region; and for the
support of the Bristol Bey Regional Development
Council; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $1a000,000 is appropriated to the Department of
Community and Regional Affairs for development projects in the Bristol Bay
region.

* 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 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 without approval.



The Legislature of the State of Alaska
FISCAL MOTE

Second Special Session - Eighth Legislature

I. REQUEST
Bill Identification: Senate Bill Co. 7 - Section ?
Title : Specta! Appropriation - Brinml i<;v Kanionai 1>melopmenl® f.ounci]

Requestotf'by :-le]islativamiinance Late: .ime U.~1974
Return Date Requested:
Agency: Office of the Governor JProgram: Development

I1. FISCAL DETAIL
Budget Request Unit(i) Affected:
A - EXPENDITURES: (Thousands of dollars)”

OBJECT Fy H FY 75 FV 76 FY 77 Fy 78 FY 7a
100 PERSONAL SERVICES
200 TRAVEL ".TO-
300 CONTRACTUAL 143.5
A0O0 COMMODITIES .5
500 EQUIPMENT 1.0 \

600 LAND ft STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL 175.0

B. FUNDING: (Thousands of dollars)

CENERAL FUND 175.0

FEDERAL FUNDS

OTHER

C. positions:

PERMANENT/TEMPORARY / / / / / /

MAN MONTHS (3=/T.) t/ / / / A
1. ANALYSIS (See Fiscal Note Preparation®lInstructions, Section 111)

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)

V. ATTACHMENTS

Attachment A - FY 1975 Project Budget

0

V. DATE: June 17, 19771 PREPARED BY
Don Arrjetsinger
Deputy Commissioner
Original Legislative Finance® Department of Community
cc: Budget and Management and Regional Affairs

Prime Sponsor (First Legislator Named)
Fd Anders, Office of" (.he Governor
Commissioner of Droiamic Development
Commissioner of Fish 2 Game

¥/ VHf e V.



BRISTOL BAY REGIONAL DEVELOPMENT COUNCIL
Proposed Project Budget

FY 1975

TRAVEL $ 30.0

The Council will be required to travel extensively through-

t the region to accomplish the tasks outrned In Senaté
Bill No. 8. Act|V|t IS expected to Include extensive
hearrn S In F te com unities  of }he reoron wit IP the
first evera month the Council's format IC
counc(J members, alt Ou% not compensated by the State will
be paid per diem an pensation for travel expenses.

CONTRACTUAL 8ERVICES $143.5

Professional Services

Full Time Coordinator - Anchorage $ 35.0/yr
Full Time Administrative Secretary - Anchorage ?’Téso(:())/yr

The services of a fuII t|me Coordrnator with sufficient
experience to syccessf uv\y coor inate the activity of the
Council and monitor the work those |nd|V|dua?] reta|ned
IEy thelz tCounC|I will be necessary at least, through the Ninth
egislature

The services of a full time Admlnlstratlve Secretary will also
he requrred to lend admrgrstratlve suglpo to the Council
Coordlnator, Council Members, and other professional staff
retained by the Council.

Other Professional Services $82.0

t] sum of 382080 shall b% reserved for. consultant services.
work un ertaken shaII e directed towards the economic
recovery f the rrsto Bay re on and Igrs atrve recom-
mendations . to that end concern will lie the
recovery of the red salmon |sher| s resource of the regjon
an t(e means b which such re overy may best be undert ken.
ition 81 |er exrstlngI otentigl resouces 0 }he
re |on inclu but _not |m|te to otlicr commercial Tish-
erres shall be |dent|f|ed and evaIuated in._tenns of employ-
ment and |ncome Impact W|th|n the Br| toI Bay reglo? and |
terms of the ca acrt ﬁe the region II' partic-
Epatfe |nbsuch iIndus rles |f thei development IS judged to
e feasi

Senate Bill 8 provider, lor only a one-vear life For the pro-
posed authority, although, by another provision ol the bill,



the Council is to ' ex lore. -term economic factors and
federal ami state 8 rams and E licies affectmg the Bristol
a re |o[1 \(/}/ toward oduchNgc r(tjg -term. econo IC
eveo ment ro ra woul ant|C| ate that
ounC| would glve cose attention to the matte
estab Ishment %f abble local Povernfment alternatives |n
the region, eit examinatfon city status for indi-
vidual commun|t|es or of a regional governrp Ht unit ?r units
for the area. Indeed, the matter of establis ment o
glona %overnment unit embracing supstantiall zv of %he
sto % lon. may weII serve to determlne hethe forts
|n|t|ate y.t ounC| in the forth comln% %ca year WI||
recelve contmumg attention by residents 0f the region. The
ouncil may reasopably be expected to consider retammr%] an
|n ividual " to ex;t)lore th opPortun|t|es angd problems which
attend Incorpora |on and 0 e ation of mun|C| a corporatlons
In tttle region, mgu |n% eC|a qatﬂerm In ormtatu%n
ahou erV| es and | vem roper e res Ibili
? UbﬁIC ected borHPes an R)/(?ln an estlmat% ?ex end-
|tures and revenues in the pI‘OVISIon of public services.

Other Operating Expenses/Contractual Services

Telephone - basic
Telephone - long distance
Rent (Anchorage)
Duplicating & Postage
Printing & Advertising

P MNP wWDN
GINF OO o

COMMODITIES

EQUIPMENT

TOTAL

$175.0
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"An Act relating to the Bristol Bay Regional Development Council; anc prov.'nlrv
for <. effective date."

COMMITTEE REPORT

JINTIT

Special Session HOUSE

Mr. Speaker: Date

, PTIIAITCS
The Committee on has had MB »

under consideration. A Majority of the members of the Committee
) reconmends it DOPASS
) recommends it DONOT PASS

),)  recommends it DOPASS WITHATTACHED AMENDMENT ()
) recommends it BEREPLACEDWITH  CSFOR AND THAT
CS FOR DO PASS
) "and" recommends it BE REFERRED TO THE
COMMITTEE
) reports it back WITHOUT RECOMMENDATION
) "other"

Members signing the Major ity report:

Members NOT concurring in the Majority report:
recommend s .
recommendc: ) 2
recommend s :
recommend s .
recommends:

Chairman
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OP THE GOVERNOR

HOUSE BILL NO. 8
IN THE LEGISLATURE OP THE STATE OP ALASKA
EIGHTH LEGISLATURE - SECOND SPECIAL SESSION
A BILL
For an Act entitled; "An Act relating to the Bristol Bay Regional
Development Council; and providing for an effective
date.”
BE IT ENACTED BY THE LEGISLATURE 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 popula—
tion into a desperate plight and that the direct and proximate cause of
this human distress is the total destruction of the Bristol Bay red salmon
fishery by Japanese high-seas fishing sanctioned by the federal government.
Because of this distressed situation caused by federal inaction, the
legislature recognises that economic alternatives are needed to complement
rehabilitation of the traditional 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 1is established in the Office of the Governor the Bristol
Bay Regional Development Council. The council consists of the commissioner
of economic development who is chairman, the commissioner of community and
regional affairs, the commissioner of fish and game, and six public members
appointed by the governor. Members receive no compensation but are entitled
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 from the Bristol Bay region and shall repre—
sent a c"oss section of the economic interests of *he region.

-1- 11B 8



